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Background 

After weeks of rumours, the Federal Budget finally confirmed that the retirement eligibility age of the 
Old Age Security (OAS) program will change. 

Starting on April 1, 2023, the age of eligibility for the OAS and the Guaranteed Income Supplement (GIS) 
benefits programs will gradually increase from 65 to 67, with full implementation by January 2029.  The 
Budget confirms that this will not affect people who are already receiving benefits under this program, 
but only people under the age of 54 as of March 31, 2012. 

The Old Age Security pension is a monthly benefit currently available, if applied for, to most Canadians 
aged 65 or older.  Higher income pensioners repay part or all of their benefit through the tax system. The 
Guaranteed Income Supplement is a monthly benefit paid to eligible residents of Canada who receive a 
basic, full or partial Old Age Security pension and who have little or no other income.  The yearly income 
of the applicant cannot exceed certain limits.  Currently, the maximum annual OAS pension is $6,481 and 
the maximum annual GIS benefit is $8,788 for singles and $11,654 for couples. 

The Government’s Rationale Behind the Changes 

Finance Minister Jim Flaherty advised that the Government made these changes in order to ensure the 
sustainability of Canada’s public retirement system for people in the future. 

In making this decision, the Government of Canada is following in the footsteps of many countries of the 
Organization for Economic Co-operation and Development (OECD) that have increased the age of 
eligibility of their public pension programs such as France, Germany, Australia, the United Kingdom and 
our neighbours to the south, the United States. 

The general rationale for these changes is based on changing demographics and their consequences on 
public pension contributions and costs.  While birthrates have declined significantly, life expectancy has 
considerably improved over the same period.  The Government therefore justifies delaying the receipt of 
OAS/GIS benefits as a way to reduce the impact of these demographic shifts on the Government’s 
budget (the OAS/GIS are entirely tax-funded). 



The ratio of working-age people to retirees has declined and will continue to decline significantly over 
the next 50 years.  The following graph from the 9th Actuarial Report on the Old Age Security Program, 
shows that in 1990, there were a little more than 5 working-age people for 1 retirement-age senior and 
that by 2060, this ratio will decline to 2 working-age persons for 1 retirement-age senior.  This decline in 
the ratio represents a reduction in the tax base available to pay for these benefits. 

 

 

Canadians are also living longer and healthier lives.  In 1970, life expectancy was age 69 for men and 76 for 
women.  Today, it is 79 for men and 83 for women.  This translates into more retirement years of paying OAS 
benefits for the Canadian government.  The Government rationalizes that requiring future OAS beneficiaries 
to work longer should limit the potential increase in OAS expenses caused by this demographic shift.  We 
disagree with that logic and will explain why in the second part of the article. 

For those who can work longer 

To provide additional flexibility for Canadians who do wish to work longer, the Government has announced 
an option to defer OAS benefits.  Starting July 2013, the Government will allow for the voluntary deferral of 
the OAS pension, for up to five years.  This will give individuals the option to defer receipt of their OAS 
pension to a later time and subsequently receive a higher, actuarially increased pension.  This deferral 
option will not be available for the GIS. 

  

Decline of the ratio of working age people to retirees 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/oca/OAS9_e.pdf


What this Change Means to Future Retirees 

The eleven-year advance notification and the subsequent six-year phase-in period will give those affected by 
these changes some time to make adjustments to their personal retirement plans.  Here is a table 
summarizing the new retirement eligibility ages for the OAS program and how it translates in reality for 
future retirees: 

OAS Age of Eligibility by Date of Birth 

 
 
Month of Birth 

1958 1959 1960 1961 1962 

OAS/GIS Eligibility Age 

Jan. 65 65 + 5 mo 65 + 11 mo 66 + 5 mo 66 + 11 mo 

Feb. – Mar. 65 65 + 6 mo 66 66 + 6 mo 67 

Apr. – May 65 + 1 mo 65 + 7 mo 66 + 1 mo  66 + 7 mo 67 

June – July 65 + 2 mo 65 + 8 mo 66 + 2 mo 66 + 8 mo 67 

Aug. – Sept. 65 + 3 mo 65 + 9 mo 66 + 3 mo 66 + 9 mo 67 

Oct. – Nov. 65 + 4 mo 65 + 10 mo 66 + 4 mo 66 + 10 mo 67 

Dec. 65 + 5 mo 65 + 11 mo 66 + 5 mo 66 + 11 mo 67 

Note: mo = months.  

 

Recommendations to Plan Sponsors 

We strongly recommend plan sponsors start reviewing their plans to identify if this change to the OAS has an 
effect on the benefits payable under their own plans and to make the appropriate changes as soon as 
possible.  In particular, plans that integrate with government pensions might have to amend their plan 
documentation.  Please contact your pension plan advisors if you have questions regarding possible 
amendments to your plan. 

  



PBI’s Opinion 

What is now perceived as one of the most significant changes in the Budget has been done without much 
prior public consultation and debate. 

The Government’s justification for these changes is that, as Canadians are living longer and healthier lives, 
many may prefer to, or at least be able to, work longer, bringing about an opportunity for budget savings.  
However, this would depend on other factors, such as the future retirees’ industry and jobs.  In some 
industries, it can be difficult, if not impossible, to work in old age.  This factor was not taken into account in 
this generalized increase of the age of eligibility for low- and middle-income Canadians. 

We believe this Government decision puts too much pressure on lower income seniors who are already at 
the front line of the pension crisis.  We also consider that these changes will increase the pressure on 
provincial welfare programs.  They might even indirectly affect Canada’s national health insurance budget as 
more seniors could suffer from age and exhaustion-related ailments when working physically demanding jobs 
in old age.  Therefore, PBI does not support the OAS/GIS changes as put forward in the budget because of 
their negative effect on senior poverty and welfare. 

Beyond the Budget: Canada’s Need for Pension Reform 

PBI favours the expansion of the CPP by adding an additional layer to it with a higher replacement ratio and 
higher earnings eligibility.  We proposed an unreduced eligibility age of 67 for the additional layer in order to 
keep the augmented CPP sustainable.  It would also be interesting to consider possible exceptions and/or 
additional financial support for individuals in industries where working in old age would be markedly difficult.  
Regarding a potential expansion of QPP, PBI believes that, because of the QPP’s current financial situation, it 
is more difficult to issue a statement as strong as for the CPP.  Still, we remain convinced that the expansion 
of both the CPP and QPP is part of the solution for solving the current pension crisis.  PBI is continuing to 
follow this subject very closely. 

We believe that, if the Government wants to provide adequate retirement income for future Canadians, 
other changes, more focused on pension reform for improved income security for retirees, would have a 
greater impact than these changes more aimed at reducing potential future budget deficits.  You can learn 
more about our suggestions for changes to improve retirement income security in this video interview (click 
to view) and in upcoming articles on the expansion of the CPP, our critique of the PRPPs and our 
recommendations regarding the use of pools of Target Benefit Plans as a tool against the pension crisis. 

If you have questions regarding these draft regulations, or would like to submit your suggestions and 
comments, please do not hesitate to contact Sonia Massicotte at 514-317-2342 or by email at 
sonia.massicotte@pbiactuarial.ca. 

ABOUT PBI 

PBI Actuarial Consultants Ltd. is a dynamic and growing company focused on providing actuarial, 
administrative and investment consulting services for pension and benefit plans, as well as other trust funds 
across Canada. 

Visit our website at http://www.pbiactuarial.ca to learn about our services or connect with our experts for 
more information. 
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