2025 Canadian Payroll & Tax Updates: What
HR Managers Must Know to Stay Compliant

As the 2025 tax season approaches, Canadian HR managers and executives must navigate
a landscape of updated tax regulations and payroll requirements. Staying informed is
crucial to ensure compliance and maintain smooth operations. This article outlines
the key changes for 2025, highlights jurisdictional differences, and provides best
practices for compliance.

Key Payroll and Tax Changes for 2025
1. Canada Pension Plan (CPP) Enhancements

In 2025, the CPP continues its phased enhancement to provide future retirees with
increased benefits. The Year’s Maximum Pensionable Earnings (YMPE) has risen to
$71,300, up from $68,500 in 2024. Both employers and employees are required to
contribute 5.95% of earnings up to this limit, resulting in a maximum annual
contribution of $4,034.10 each. Additionally, the Year’'s Additional Maximum
Pensionable Earnings (YAMPE) has been introduced, set at $81,200 for 2025, allowing
for additional contributions on earnings between the YMPE and YAMPE at a rate of 4%.
This means the total maximum CPP contribution for employees is $4,430.10, with
employers matching this amount.

2. Employment Insurance (EI) Premiums

The maximum insurable earnings for EI have increased to $65,700 in 2025, up from
$63,200 in 2024. The employee premium rate remains at 1.64%, resulting in a maximum
annual employee premium of $1,077.48. Employers contribute at a rate of 2.296%,
leading to a maximum annual employer premium of $1,508.47.

3. Federal Income Tax Brackets and Personal Amounts

Federal income tax brackets and personal amounts have been indexed to reflect
inflation. For 2025, the basic personal amount has increased to $16,129, up from
$15,705 in 2024. The federal tax rates and income thresholds are as follows:

e 15% on the first $57,375 of taxable income.

¢ 20.5% on the next $57,375 (from $57,375.01 to $114,750).
26% on the next $63,132 (from $114,750.01 to $177,882).
29% on the next $75,532 (from $177,882.01 to $253,414).
33% on income over $253,414.
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4.

Provincial and Territorial Tax Variations

Tax rates and regulations can vary significantly across provinces and territories.

It’'s

essential to consult the respective provincial or territorial tax authorities

for specific rates and regulations applicable in each jurisdiction.

Compliance Dos and Don’ts

Dos:

Stay Informed: Regularly review updates from federal and provincial authorities
to keep abreast of changes in tax laws and payroll requirements.

Update Payroll Systems: Ensure that your payroll software is updated to reflect
the latest tax rates, contribution limits, and other regulatory changes.

Educate Your Team: Provide training for your HR and payroll staff to ensure they
understand and can implement the latest compliance requirements effectively.
Maintain Accurate Records: Keep detailed and organized records of all payroll
transactions, employee classifications, and tax filings to support compliance
and facilitate audits if necessary.

Don’ts:

Best

Neglect Deadlines: Missing tax filing or remittance deadlines can result in
penalties and interest charges. Ensure all submissions are made on time.
Overlook Employee Classifications: Misclassifying employees as independent
contractors can lead to compliance issues and penalties. Ensure correct
classifications to meet tax obligations.

Ignore Provincial Differences: Assuming uniformity across provinces can lead to
errors. Always verify and apply the specific regulations relevant to each
jurisdiction where your employees work.

Practices for 2025

Conduct Regular Audits: Periodically review your payroll processes to identify
and rectify any discrepancies or areas of non-compliance.

Leverage Technology: Utilize reliable payroll software that automatically
updates tax rates and compliance requirements to reduce manual errors.

Consult Experts: Engage with tax professionals or legal advisors specializing in
employment law to navigate complex compliance issues effectively.

By proactively addressing these updates and adhering to best practices, HR managers
and executives can ensure compliance, avoid penalties, and foster a trustworthy
relationship with their workforce as the 2025 tax season approaches.



