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New OAS option begins July 1, 2013 
Deferral decision on turning 65  

Doug Carroll, Vice President, Tax & Estate Planning 
Originally in Advisor’s Edge Reports May 2013 

About six months ago in this space, I wrote 
about the provision introduced in the 2012 
Federal Budget that allows for deferral of Old 
Age Security (OAS).  To recap: 

 Beginning July 1, 2013, the OAS pension 
need not be taken immediately upon 
reaching the current qualification age of 
65 (moving to age 67 beginning in 2023).   

 The new option allows an otherwise 
pensioner to defer commencement of OAS 
payments beyond the qualification date 
(currently the 65th birthday month) for as 
long as five years.   

 For each month deferred, a premium of 
0.6% will be added to the pension, which 
works out to 7.2% for one year, or as 
much as 36% if deferral is for the full five 
years. 

 

 

 

 

Ideal age to begin? 

Since that earlier article, I have had further 
conversations in meetings and our Infoservice 
has fielded a number of calls on the notion of 
the ‘crossover point’.  Conceptually this is a 
comparison of starting the program at two 
given ages (year and month) to determine the 
point at which one might be indifferent 
between the two start dates.  (This concept 
has come up for years in reference to the 
Canada Pension Plan, which has even more 
complications than what is being discussed 
here with respect to OAS alone.) 

For example, if you took your full OAS at 65 
versus the 136% at age 70, at what age would 
you have received exactly the same total 
nominal dollars?  If you live past that age then 
receipts will have been maximized if the 
deferred start date had been chosen, and vice 
versa.  Necessarily this is a simplistic 
calculation.   
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A true measure of the economic trade-off 
would require a much deeper inquiry, 
including: 

 An inflation factor to estimate time value 
of money, or alternatively an assumed 
rate (and type) of  return on amounts 
received between the first and second 
start dates, 

 Household circumstances, including 
spouse’s RRSP/RRIF and other 
savings/income sources, OAS entitlement, 
current age and life expectancy, and 

 Marginal tax rate, including the effect that 
further income may have upon provincial 
and federal tax credits, and potential 
clawback of OAS itself. 

So while generally I continue to resist this as 
effectively amounting to a guesstimate – and a 
potentially misleading one at that – the 
curiosity factor clearly persists.  For the sake 
of scratching that itch, we decided to do the 
arithmetic, but with the proviso that this 
should be viewed as an academic exercise 
only.   

 

 

Comparison 
Table 

Alternate Start Age

66 67 68 69 70
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65 80 81 82 83 84

66 - 82 83 84 85

67 - - 84 85 86

68 - - - 86 87

69 - - - - 88

 

 

 

 

Common comparison ages 

For simplicity we assumed monthly indexing 
(actual is quarterly), effectively meaning that 
we could calculate the ages without the need 
to know/use current or later actual OAS 
payment amounts.  In the accompanying table 
we are showing full calendar years, but we did 
in fact calculate the comparisons across the 
whole array of 61 possible start months. 

As you can see at the extreme comparing age 
65 to age 70, the total receipts would be the 
same at age 84 (rounded up by about a 
month).  Predictably, as the start age moves 
up a year, the attained age or indifference 
point moves forward by one year.  Not shown 
in the table is the comparison of a mere one 
month deferral for someone turning 65 – for 
interest, the attained age would be age 79.  

 

A year to think on it? 

Along the way, one caller to our InfoService 
posed a particularly interesting question: What 
are the implications for those seeking 
retroactive OAS payments upon making a late 
application?  As it stands, up to 11 months of 
past payments may be obtained when a late 
application is made. 

We contacted Service Canada for guidance, 
and confirmed that retroactive payments may 
still be obtained.  An applicant can choose to 
receive the lump sum and have ongoing 
payments based on that earlier qualification 
month, or start monthly payments fresh based 
on the indexed figure.  Don’t leave it too late 
though, as they recommend applying six 
months ahead of any intended 
commencement date, in order to 
accommodate for processing time. 


