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The Leslie Group Expands Further into Waterloo

CRA Limits Changes and Benefits Tax Treatment

The Leslie Group expanded further into Southwestern
Ontario in December 2022 with a brand new office based
out of Waterloo. This new office will better support our
growing client base in the Southwestern Ontario region
with consultants located even closer to those clients.

As 2022 begins, The Leslie Group has compiled two
important resources to keep in mind for the upcoming year.

Our recent hire, Will Justason, will be heading this new
office. Will joins us as a Director of Group Benefits with
over 20 years of experience in the Employee Benefits
industry. We know that in his hands, our clients in the
region will continue to experience the excellent service they
have come to expect from us.

We’ve also put together a cheat sheet on benefits tax
treatment for Canada as a reminder.

The 2022 CRA limits changes have been released and will
be useful to keep in mind for the year going forward.
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Benefits tax treatment cheat sheet
Are employer-paid
premiums taxable
income for
employees?

Are benefits paid to
the employee
considered taxable
income?

Are employee-paid
premiums tax
deductible for the
employee?

Life insurance

Yes

No

No

Dependent life

Yes

No

No

AD&D

Yes

No

No

Critical illness

Yes

No

No

Long-term disability

No

No, if the employee has
paid the premiums and
sales tax

No

Short-term disability

No

No, if the employee has
paid the premiums and
sales tax

No

Medical, drugs & vision

Federal—no
Quebec—yes*

Federal—no
Quebec—yes*

No

Dental

Federal—no
Quebec—yes*

Federal—no
Quebec—yes*

No

HCSA

n/a

Federal—no
Quebec—yes

n/a

Wellness
Accounts

n/a

Yes

n/a

EAP & other
fee-for-service
products

No

No

No

*For more information about the taxation on self-insured medical & dental benefits in Québec, please contact
your Leslie Group consultant.

BENEFIT TRENDS—JANUARY 2022 | THE LESLIE GROUP

3

Benefit Trends—January 2022 | The Leslie Group

4

Canada Pension Plan is changing.
Here is what you need to know.
Since its creation in 1965, the Canada Pension Plan aimed to replace 25% of a worker’s average
income in retirement up to an earnings limit called the Years Maximum Pensionable Earnings, or
YMPE.
Over the decades, as Canada’s population aged and its workforce declined relative to the number
of retirees, the Canada Pension Plan had to adapt to remain sufficiently funded. It saw its first
significant overhaul in 1997: Contribution rates climbed from 1.3% in 1996 to 4.95% by 2003 (for
both employees and employers). The increase in contribution levels allowed the CPP to have
excess capital to earn investment income. (Until that point, payroll contributions financed CPP
benefits, but an ageing workforce did not make that viable in the long term.) In 1997, the federal
government established the Canada Pension Plan Investment Board (CPPIB), which created a
reserve fund to manage the additional money.
Today, most industry professionals consider the CPPIB a success story. It has a global reputation
for its asset management skills, with over 80 percent of its assets invested outside Canada in
markets as varied as bonds, equities, real estate and infrastructure. In 2021, the CPPIB managed
over $500bn, making it one of the largest pension funds in the world.
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Who benefits?
Anyone who pays into CPP today will have increased
CPP benefits when they retire. Younger people will benefit
the most as they’ll contribute to CPP at the higher levels
for a longer time.
How are employers adjusting their retirement plans?
Most employers are maintaining contribution levels into
their workplace retirement plans even with additional
CPP contributions and YMPE increases. And many
employers are launching new workplace retirement plans
regardless of the new CPP and YMPE levels. Workplace
plans are still a big part of retirees’ incomes. And Capital
Accumulation Plans (Defined Contribution Pension Plans,
RRSPs and DPSPs) are a lot more flexible—employees
can make investment decisions and have more options on
how and when to withdraw savings in retirement.

CPP enchancement
In 2016, the federal government and the provinces agreed
on a plan to improve CPP benefits for future retirees,
known as the “CPP enhancement.” The target is to
eventually replace 33% of a worker’s average income in
retirement, up from today’s target of 25%.

2024 and beyond

To deliver the CPP enhancement, the federal government
began a planned increase in contribution rates over five
years starting in 2019. In 2022, the CPP contribution
rate will be 5.70% for employees and employers, up from
5.45% in 2021. In 2023 (the final year of increases as part
of the CPP enhancement), the rate will be 5.95%.

In 2024, the federal government is introducing a new
higher limit, known as the Year’s Additional Maximum
Pensionable Earnings. It will not replace the first earnings
ceiling. Instead, it will be an additional tier of CPP
contributions.

But for employers to understand the impact of CPP
changes on payroll costs and the effect on employees’
net income, you must also consider the YMPE increase.

The second earnings ceiling in 2024 will be 7% above
the YMPE. In 2025 and the years after, it will rise to 14%
above the YMPE. Like the YMPE, the second earnings
ceiling will increase each year to reflect wage growth.

Largest YMPE increase in 30 years

Employees and employers will each contribute 4% on
earnings above the YMPE up to the second earnings
ceiling.

To calculate the YMPE, the federal government uses a
formula based on earnings data published by Statistics
Canada. A typical YMPE increase is in the 1-percent to
3-percent range, but the 2022 increase is 4.9 percent.
This increase results from the fact the workers who lost
their jobs in the pandemic were disproportionately in the
low- and middle-wage bracket. When you take them out
of the calculation, you get a higher average wage.

More information
The Canada Revenue Agency has created a CPP
Enhancement portal for more information. If you have
questions about employer retirement plans, contact our
Group Retirement team at grs@lesliegroup.com.

The effect on the bottom line

Huzefa Hamid

The 2022 increase in YMPE to $64,900 is not small, and
when combined with the percentage increase in CPP
contributions, it will hit employers’ bottom line and reduce
employees’ net income. This year, if an employee earns
at least $64,900, the employee and employer will each
contribute $335.35 more in CPP than last year.

Manager, Education and
Communications
Huzefa@lesliegroup.com
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LTD Rates Are Continuing to Climb

Covid-19 Vaccine Policies and EI

Disability rates are on the rise, with 22% of Canadians
aged 15 years and older having 1 or more disabilities. With
Covid-19 impacting many peoples’ mental health, Canada
is seeing an overall increase in the incidence long-term
disability claims. Even before the pandemic, rates were
rising due to mental health problems and chronic disease.

In most cases, if someone loses their job or quits due to
not complying with an employer’s mandatory Covid-19
vacciation policy, they will not be eligible for EI regular
benefits. As a result, we recommend that you consult a
lawyer or HR consultant if this scenario should occur on
how you can proceed.
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Employer-Sponsored Health Benefits Cost Trends
to Rise 7% in 2022 in Canada

Infectious Disease Emergency Leave Extended
The Ontario Government has once again extended
Infectious Disease Emergency Leave (IDEL) from
December 31st, 2021, to July 31, 2022. This may
still be extended further if deemed necessary. IDEL
includes the mandatory three paid days of IDEL, as
well as all unpaid IDEL.

Looking ahead, health-care cost trends to accelerate
into 2022 and beyond, with projections of higher costs
over the next three years.
The Covid-19 pandemic has played a large part in this
trend. Musculoskeletal issues saw a rise due to work
from home becoming one of the top 3 conditions by
cost, and increasing mental health claims.
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Covid-19 Continues to Impact Many, Strong Benefits for Recruiting, Retention, and Employee Satisfaction
As the pandemic continues into 2022, many will continue to face mental health struggles and increased stress
levels. As each month goes on with the current wave of Covid-19, ensure that your employee’s receive the support
they need through a comprehensive benefits package.
There has been a shift in employee’s desire for benefits over the last two years; Employee’s want more health
focused benefits, particularly mental health focused. Better benefits have become the #1 factor for Canadians when
considering new jobs or careers. People are overwhelmingly reassessing their professional lives, and are choosing
companies with values they agree with and strong benefits plans.

Connect with The Leslie Group

416.510.8966

tlginfo@
lesliegroup.com
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