A crisis looms in long-term care as boomers enter retirement years
A great many older Canadians may be in for a shock when they’re faced with care costs in their final
years. A recent poll commissioned by the Canadian Life and Health Insurance Association found that
56% of Canadians aged 60 and older do not know what the costs of long- term care are in their province,
and two- thirds – 67% of them – have not made plans to cover the costs of possible ongoing long- term
care. “We have a problem,” Stephen Frank, Toronto- based vice president, policy development, at CLHIA,
said in an interview. “We’re facing a looming crisis with Canada’s nine million baby boomers entering
retirement. The reality is that 17% to 20% of them will need long- term care at the end of their lives.”
The poll also shows that 70% of women do not have plans in place to cover care costs, compared with
62% of men. “This is particularly troublesome,” noted Heather Clarke, vice-president of insurance
services at Investors Group in Winnipeg, “because women have longer life expectancies than men.”
Some Canadians assume that LTC is entirely government- subsidized. But care in LTC facilities, often
called nursing homes, is only partly subsidized by provincial governments. The fees paid by residents
differ from province to province, and do not include personal expenses such as chiropractic work.
According to Manulife Financial figures, a private room in an Alberta home now costs $1,627.50 a month.
A private room in Ontario is $2,166.58 a month, and $1,637.40 in Quebec. Nova Scotia has a daily rate of
$94.75, which comes to $2,842.50 for a 30- day month. Semi- private rooms are a few hundred dollars
less, and in many provinces, those who can’t afford the standard rate can apply for further subsidization.
“In Manitoba where I live, provincial subsidies are generous,” Ms. Clarke added. “Costs run from $31.30
a day to a ceiling $73.40 depending on after- tax income, so a wealthy resident would pay the same
amount as a person who’s less wealthy.” And LTC facilities are entirely subsidized in the Northwest
Territories, Yukon and Nunavut.
“The big question is whether governments can continue subsidizing elder care for the huge babyboomer group,” Ms. Clarke said. The number of Canadians aged 65 and older is now about 15% of the
population. By 2031, it will rise to 25%. One in every four Canadians will be 65 and older.
Last year, the CLHIA compiled a policy paper that examined the cost and viability of LTC over the next 35
years as the boomers pass through old age, and found that immediate action needs to be taken to
ensure they’ll have access to the care they’ll need. “We looked at the costs, and came up with the
conservative figure of $1.2 trillion – assuming an inflation rate of 3% – to subsidize nursing home care,
home care and hospital care,” Mr. Frank said. “There is currently $600 billion in government funding in
place for this. That means a $600- billion shortfall.”
And that $1.2 trillion, he added, does not include building LTC facilities and training health- care
professionals. “It assumes that nursing homes are in place, and doctors and other professionals are on
the job. We need private sector involvement to build new facilities, and we need more health- care
professionals. There are currently about 200 geriatric medicine specialists practising in Canada. In
contrast, Sweden, with a population less than a third the size of Canada’s, has about 500 geriatricians.
The shortage will intensify in coming years.”

Governments need to take a leadership role and signal to Canadians that they have to take responsibility
for their later years, Mr. Frank said. “We’ve sent copies of the paper, and have had dialogues with all the
provincial health ministers and the federal minister of health, and we’re starting to see some progress.
Some provinces have put more money into home care. But the magnitude is enormous and structural
reforms are needed to address the shortfall.”
One of the paper’s recommendations calls for creation of tax credits for the purchase of LTC insurance,
and an LTC savings vehicle, modelled on the registered education savings plan. It noted that, as of 2010,
only 385,000 Canadians had LTC coverage. “Long- term care insurance has been a more popular product
in the U.S. than in Canada,” Ms. Clarke said. “We have a stronger social safety net here, and some
assume government will take care of their LTC needs.
“LTC insurance is also fairly expensive, partly because few people buy it. Those who can afford it may
not need it,” she added. “And people often only realize the need for such coverage when they’re older
and premiums are more expensive.” She gave the example of one LTC product that pays a maximum
weekly benefit of $500, depending on cost of care, for a maximum of 250 weeks. At the age of 50, a
single male would pay $1,000 in annual premiums. At age 60, he would pay about $2,000 a year.
But Ms. Clarke noted that the insurance industry is coming up with innovations to fill the looming need,
such as products with convertible features. “Some critical illness and disability policies can be converted
into LTC coverage if the policyholder hasn’t claimed CI or disability benefits by a certain age.”
And shared LTC coverage for couples is another way to bring down costs, she added. “The probability of
both spouses needing LTC is low, so premiums for shared coverage are less expensive than if each
spouse took out single coverage.”

Structural changes
The paper cited a number of structural changes that would reduce care costs throughout Canada and
could generate savings of $140 billion. One is to eliminate the backlog of Canadians in acute- care
hospital beds who are waiting for admission to LTC facilities. “There are currently about 7,550 of these
individuals across Canada,” Mr. Frank said. “A hospital bed costs the system about $800 a day instead of
about $120 a day in an LTC facility.”
The paper also recommended moving 20% of residents of LTC facilities into home- care settings. “A
Toronto Balance of Care project,” the report noted, “concluded that 37% of those on the Toronto
Central LTC waiting list could be supported safely and cost- effectively if they were to receive care in
their own homes…We know the vast majority of Canadians would prefer to receive care in their homes
rather than in institutional settings.”
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Long Term Care
Most people buy health insurance and insurance for home, car and other property replacement. However,
fewer people buy long-term care insurance, either not thinking about it or hoping that their savings will be
sufficient to meet any associated expenses.
In fact, long-term care can be very expensive and can deplete a lifetime of savings within a few years.
(Long-term care in nursing homes can cost an individual more than $40,000 per year.)

Who Needs Long-Term Care
Long-term care is typically needed by the elderly, but it is also required by anyone with a debilitating
illness or injury who needs assistance to perform what we consider everyday functions, such as feeding
oneself, bathing and getting dressed.
Like other services covered by insurance, long-term care insurance must be purchased before the
insured requires the services covered under the policy. This means that many individuals will purchase
the policy and never benefit from it. The likelihood of this happening is greater among younger
individuals, whose chances of requiring long-term care are lower. Consequently, some financial
professionals recommend that only individuals closer to ages 50 to 65 purchase long-term care
insurance, as these individuals are more likely to benefit from the purchase of a policy.
If you are employed, you may want to check with your employer regarding coverage, as some employers
provide long-term care insurance for their employees, and some will even extend coverage to parents of
their employees. If you are already covered under an employer-sponsored policy, then you may not need
to purchase a separate policy until after you retire.

Cost of Long-Term Care Insurance
The cost of long-term care insurance is usually determined by factors such as the type of policy, the age
of the insured and the time period the policy covers. Naturally, policies that provide coverage for an
unlimited period will cost more than policies that provide coverage for a limited period. Policies purchased
at an early age are less costly than policies purchased later, because a younger person is more likely to
pay premiums for a longer time. The cost of the policy may also be affected by the preferred location of
the service - whether in-home, at a nursing home or at some other facility providing professional care and whether the coverage is comprehensive or basic, as defined by the policy.

Things to Look for in a Long-Term Care Policy
When you purchase long-term care insurance, you must pay attention to what the policy covers. For
instance, the definition of disability may differ among plans: it can vary from a condition that makes an
individual unable to perform simple everyday functions, such as getting dressed, to certain medical
problems as defined by the policy. Here are some other features you should consider before you choose
your long-term care insurance:
Inflation protection - Does the policy include an inflation protection feature? This ensures
premiums do not increase, or at least limits the rate at which they do increase, even if the cost of
long-term care increases.
Deductible - Does the policy include a deductible, and if so, how does it define it? The definition
of deductible may include dollar amounts and/or a period of coverage. For instance, the insured
may be required to pay expenses out of his or her pocket for a certain number of days, as defined
by the deductible.
Coverage - Coverage is the amount of expenses covered by the policy. Some policies will pay up

to a certain amount per day. This could affect the type of care you choose - whether in-home or at
a professionally-run facility - and the care provider you choose, depending on their fees. Higher
coverage usually means a higher premium. Whatever the costs involved, you need to be aware of
coverage so there are no surprises when you need the benefits.
Period of coverage - A plan may limit coverage to a certain number of years. Additional
coverage may require additional premiums.

Benefits of Purchasing Long-Term Care Insurance
If the need for long-term care arises and you don't have insurance, the associated costs may have to be
paid out of personal savings or financed by loved ones. If you are unable to afford the cost of hiring care
providers, family members may be required to assist you, which means they may have to take unpaid
leave from work. By purchasing long-term care insurance, you help to ensure that any costs associated
with your care are covered, thereby lessening the financial burden on yourself and your family.

Conclusion
It may be beneficial to purchase your long-term care insurance at an early age, as the premiums are
usually lower for younger individuals. However, remember that long-term care insurance is not for
everyone and is usually purchased by younger individuals only when they have a history of family illness
that are covered under these policies. Bear in mind that coverage may be denied if the potential insured
is already at a stage that requires long-term care.
For example, if someone already has Alzheimer's disease, he or she may no longer be eligible for
long-term care insurance. Finally, remember that paying premiums is less costly than paying long-term
expenses out of your pocket. Before purchasing a policy, be sure to compare rates, features and benefits
offered by different insurance companies, independent brokers and so on.

Not all Long Term Care insurance policies are the same.
Before choosing any Long Term Care insurance policy, it is important to seek professional advice and
guidance to ensure that you choose the best available policy for your situation.
Contact our office for more information about Long Term Care insurance.
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