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The Canada Pension Plan (CPP) survivor’s benefits?, and the CPP disability benefits? require a minimum
number of qualifying contributions over certain specified time ranges. Such an eligibility criteria is called
a Minimum Qualifying Period (MQP).

The minimum amount of earnings for a particular year to qualify and count in the MQP is:
e For survivor’s benefits, the Year’s Basic Exemption (YBE), which is a fixed value of $3,500.
e For disability benefits, 10% of the Year’s Maximum Pensionable Earnings (YMPE). 3

The MQPs

The MQP for CPP survivor’s benefits require qualified earnings for:
e At least 1/3 of the contributory period at the time of death, but no less than 3 years, or
e At least 10 years.

The MQP for CPP disability benefits require qualified earnings for:
e At least 4 of the last 6 years?, that precede the onset of a disability, or
e At least 3 of the last 6 years, if at least 25 years of contributions were made, or
e Each year since cessation of the contributor’s previous disability benefit.

The Solution
To maintain eligibility, simply stagger years with qualified earnings, with zero-earning years.
This solution presumes that a particular individual wants to both:

1. Maintain CPP survivor’s or disability benefits eligibility, and

2. Also wants to have some zero-earning years.
This scenario will often arise with incorporated, self-employed business owners who have control over
how much, and when, they participate in the CPP program when they determine their form of
compensation from the business.
An example where it makes sense to plan for a CPP zero-earning year is when it is desirable to “clean
out” corporate notional accounts.® In this case, compensation in the form of dividends rather than

salary would be sensible.

The following figures illustrate staggering patterns to maintain MQP eligibility.

1 CPP benefits to survivors of a contributor are: (1) survivor’s pension, (2) orphan’s benefit, (3) death benefit.
2 CPP disability benefits are: (1) disability pension, (2) disabled contributor’s child’s benefit.

3 See CPP Maximum Benefit Amounts for historic values for the Disability Basic Exemption. Available at
https://publications.gc.ca/site/eng/9.860725/publication.html. Accessed 11 October 2024.

4 Where there are fewer than 6 calendar years in the contributor’s contributory period, for at least 4 years.

5 For example, refundable dividend tax on hand. Another reason is when CPP is close to being fully maxed out.
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The red box in Figure 1 represents 6 years. If the pattern for staggering zero-earning years, with years
that have the minimum qualifying earnings is followed, then the individual will meet the 4 of the last 6

years MQP requirement.
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Figure 1. Staggering pattern for 4 of the last 6 years.
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Similarly, Figure 2 provides a staggering pattern that will meet the 3 of the last 6 years MQP

requirement.
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Figure 2. Staggering pattern for 3 of the last 6 years.

It may be possible coordinate dynamic salary strategies with MQP staggering patterns when planning for
optimal compensation from a corporation.® By coordinating in this way, it may be possible to maintain
eligibility for CPP survivor’s and disability benefits, and provide enough zero-earning years to achieve
the most optimal compensation as part of a dynamic salary planning process.

Conclusion
An individual can avoid losing eligibility for CPP survivor’s and disability benefits by ensuring that the

respective MQPs have been met. The staggering patterns shown provide a solution for meeting the
respective CPP disability benefit MQPs.

6 Warwick, B., Felix, B. “Optimal Compensation, Saving, and Consumption for Owners of Canadian Controlled
Private Corporations.” PWL Capital, 2023. Accessed 12 October 2024. Available at:
https://pwlcapital.com/optimal-compensation-saving-and-consumption-for-owners-of-canadian-controlled-
private-corporations/
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CPP educational videos — QR code below.

Analytical methods for CPP calculations.

Financial planning research and analysis.
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This document is published by FINEPOINT SOLUTIONS INC. for informational purposes only. Any
financial planning advice and/or recommendations contained herein should be evaluated relative to
individual objectives and in consultation with a financial professional.

The opinions presented in this document reflect the author’s judgement at the time of publication;
these opinions are provided in good faith, but are subject to change without notice and the author
holds no responsibility for any errors or omissions contained herein.

This document is proved with the understanding that neither FINEPOINT SOLUTIONS INC. nor its
owners, employees, agents or suppliers bear any responsibility or liability whatsoever in respect
thereof.

All rights reserved. No part of this document may be reproduced in part or in whole without the prior
written approval of the author and/or FINEPOINT SOLUTIONS INC.
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