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New method for calculating pension contributions improves equity 

 

With the CAAT Pension Plan’s introduction of a two-tier contribution rate 

formula in 2012, announced earlier this year, an administrative change to the 

way contributions are calculated each pay is also being implemented. The 

change to the annualization method of calculating contributions is the result 

of overall review of Plan processes, with the goal of improving equity among 

Plan members. It also more closely aligns administrative practices with the 

Plan text. 

 

Under the annualization method, contributions will be calculated on both 

tiers (i.e., below and above the YMPE) in each pay. An equivalent amount of 

contributions will be deducted in each pay period throughout the year. At 

year end, members will have paid an identical amount of contributions under 

the new method as they would have under the old “step rate” method. 

 

However, for those who join or leave the Plan in the middle of the year, the 

new method will eliminate under- and over-payments, and will result in 

members paying the same amount for the same pension, thereby improving Plan 

equity. Most pension plans in Canada use the annualization method. 

 

The Plan’s new contribution rates, two-tier formula, and annualization 

methodology will start with the first pay period in 2012, even if that first 

pay period includes days from 2011. We are currently working with employers 

to introduce the new processes. 

 

Members are being informed of this change and reminded about the previously 

announced changes in the Fall issue of the member newsletter, which will be 

emailed to their employers in the coming days. 

 

If you or your members have questions about this change, please contact us at 

caatpensionplan@caatpension.on.ca<mailto:caatpensionplan@caatpension.on.ca>. 
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error, you may not reproduce, distribute or otherwise disclose the contents 
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