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The National Association of Federal Retirees (Federal Retirees) is the largest national
advocacy organization representing active and retired members, as well as their partners and
survivors, of the federal public service, Canadian Armed Forces, Royal Canadian Mounted
Police (RCMP) and retired federally appointed judges.

With 180,000 members, the Association has been advocating for improvements to the
financial security, health and well-being of our members and all Canadians for more than 50
years. Approximately 35,000 of our members reside in Ottawa, with another 30,000
throughout Ontario.

In this brief, Federal Retirees has focused on measures to help Ontario seniors maximize
their contributions to the country’s economic growth and to our communities.

Retirement Income Security

Retirees remain important to the economic well-being of the country and the province, and
retirement income security is a benefit for the individual retiree, their community, Ontario and
Canada. Retirees continue to make significant purchases including cars or new housing;
many travel domestically, engage in other recreational pursuits and volunteer (over 1 billion
hours by baby boomers and older adults in 2010), all of which are important to our national
and provincial economies. Income is the most predictive of the social determinants of health.
Solid retirement income security brings better health status and outcomes which reduce
demands on the health care system.

Fundamentally, a person’s employment income funds both their working and retirement lives
— either through workplace retirement savings vehicles, or personal savings, as well as
dependency in whole or in part on government programs and supports paid from tax revenues
or federal-provincial transfers.

Employment-based pension plans generally are part of a total compensation package, and
are funded by contributions from both employers and employees. A pension is a commitment:
employees provide their service and employers compensate them with deferred wages;
employees and pensioners trust their employers to honour their promise. Employers should
not be able to alter accrued defined benefits. This is a concern for older Canadians; retirees
often have fewer options to add to their income.

Federal Retirees believes that to continue to make their positive contributions, Canadian
retirees need a reliable source or sources of income — and that well-managed, disciplined,
defined benefit plans are the best way of making retirement income secure and ensuring that
Canadians can continue to contribute to the country’s economic growth in retirement.
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A Boston Consulting Group (BCG) 2013 study suggests that large defined benefit plans
provide Canadians with one of the strongest retirement income systems in the world, and
also contribute significantly to national prosperity. In another study, BCG found that benefits
paid out to defined benefit plan members cycle back into the Canadian economy in the form
of consumer spending and taxes, generating business growth and employment. Retirees with
defined benefit plans may also be less likely to rely on government assistance, such as the
Guaranteed Income Supplement at the federal level, or with provincial programs such as the
Ontario Drug Benefit for lower-income seniors, the Senior Homeowners’ Property Tax Grant,
the Low Income Energy Assistance and the Ontario Electricity Support programs.

But secure and predictable income — or a lack of it — is a major issue for older Canadians.
Statistics Canada estimates that 6.5% of senior families are considered low income, and that
28.8% of single seniors qualify as low income; in Ontario alone, 4.5% of senior families and
23.2% of single seniors are considered low income. That's 600,000 Canadian seniors living
in poverty, and 193,000 live in Ontario alone. Senior poverty rates have increased since 1995,
following a decrease from 1976 thanks to programs like the Canada Pension Plan. Poverty
disproportionately affects women and individuals with disabilities.

Tomorrow’s seniors are at risk, too. Defined benefits are the most effective means of
generating retirement security, but unfortunately, workplace defined benefit pension coverage
continues to decline. Private sector employees have seen a significant drop in defined benefit
pension coverage, from 87% in 1993 to 37% in 2011 (Aon-Hewitt, 2015). There has been a
significant shift to defined contribution plans, and many employers have eliminated their
pension plan altogether.

That leaves the majority of Canadians with personal savings and products like Tax-Free
Savings Accounts (TFSAs) and Registered Retirement Savings Plans (RRSPs) to fund
retirement, but most Canadians aren’t saving enough. Squeezed by rising housing costs and
stagnating wages, Canadians are only putting away 4% of disposable income, down from a
peak 20% in 1982 — even with the introduction of TFSAs. On the RRSP front, Statistics
Canada estimated in 2014 that Canadians had nearly a billion dollars in unused RRSP
contribution room. That's 24 million Canadians who have not contributed the maximum
amount. The average contribution is only $3,000/year, significantly less than most will need
in retirement.

RRSPs and similar plans have shortcomings that compound the retirement saving challenge.
RRSPs and defined contribution plans do not have the same level of investment returns as
defined benefit pension plans. They suffer from the corrosive effects of mutual fund fees,
some of the highest in the world, and early withdrawals, and they do not offer the same level
of longevity risk and inflation protection as defined benefit pension plans. Hugh Mackenzie’'s
2014 study “Risky Business” concluded that a Canadian who contributes a regular
percentage of their income to retirement savings (through RRSPs, TFSAs or Pooled
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Retirement Pension Plans) over their lifetime would on average pay 2.07% annually in
investment management fees, or 36% of their savings over a lifetime.

Canadians face serious challenges, and governments must take steps to improve the
retirement security landscape. Retired Canadians need predictable income streams to
supplement their personal savings. The recent enhancements to the Canada Pension Plan
are a step in the right direction for many Canadians, but more needs to be done. We still do
not know what measures will be implemented in future to protect the pensions of those who
temporarily drop out of the workforce to raise children or cope with illness. We are also
awaiting more detail to ensure that the increased contributions do not burden low-income
earners, for little gain. All provinces, including Ontario, must ensure this is resolved as soon
as possible.

Addressing the inefficiencies and gaps in the retirement savings tools discussed above, which
are often the only options for most Canadians, will improve retirement income security
prospects for many. This will guarantee that Canadian seniors, today and in the future — the
people who have built Canada — will be well-positioned to continue to contribute to our
economy and our growth.

Seniors’ Health and Care

Just as secure and predictable income in retirement is crucial to retirees continuing to
contribute meaningfully to Canada and its economy, so too are other social determinants of
health, including access to affordable housing and social safety nets such as health care.
Seniors’ access to affordable and appropriate housing, age-friendly communities, adequate
home care services and gaps in social policies are becoming barriers to that.

Access to safe, accessible, and affordable housing plays a significant role in predicting quality
of life and longevity, and other factors. Research has shown that men who live in the
wealthiest 20% of neighbourhoods in Canada live on average four years longer than those
that lived in the poorest 20% of neighbourhoods. Canada is particularly challenged with
seniors’ housing in long-term care: high demand and low supply are leading to fewer spaces
and increasing rents (up 5 percent from last year), and strained budgets for many seniors on
fixed incomes. Ontarians who need long-term care wait an average of 103 days for
placement, and more than 26,000 Ontario seniors are on the waitlist for long-term care.

And in some cases, seniors who need long-term care but are unable to pay for private care
end up on long wait lists for publicly funded care, and may strain limited home care and
hospital resources.

Addressing seniors care and health needs through policy and infrastructure investments will
lead to better individual outcomes, better Ontario communities and a better Canada.
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Countries that address the social determinants of health through policy experience better
health outcomes and better economies. In Sweden, for example, elder care services are part
of social infrastructure and address the needs of persons needing the care, as well as families
who provide care and paid workers. The care system is publicly funded and provided,
accessible and affordable, universal and individualized, and there are fewer gaps in care.
Additionally, addressing the social determinants of health through financial transfers to social
safety nets can increase national spending on local goods, support national enterprises and
improve the trade balance.

In societies where these needs are not addressed, more families provide care and there tends
to be a greater gender imbalance in the burden of care. Women are disproportionately
impacted by gaps in seniors’ care: they are more likely to provide family care, more likely to
face career impacts (such as lost opportunities and income) and to impact their employers
due to family care demands. Since the 1970s, Canadian women contribute significantly to
the labour force, but are today still responsible for balancing more child care, elder care and
work.

More than six million people — 35% of Canada’s workforce — provide unpaid, informal elder
care while balancing job responsibilities. Most employed caregivers spend nine hours or less
per week caring, but many spend 30 hours or more. The recipients of care are primarily
seniors, and most caregivers are 45 to 64 years of age and still in the workforce. Productivity
is key to a solid economy; the Conference Board of Canada estimates the annual cost of lost
productivity to be $1.3 billion dollars to Canadian employers due to elder care needs that are
not being addressed within the health care system.

Infrastructure investments for accessible, safe, affordable long-term care housing for seniors
is needed, and will also add jobs and stimulate the economy. This need is becoming urgent:
the Canadian Health and Life Association estimates that long-term care costs will total $1.2
trillion dollars over the next 35 years. Even with governments contributing $595 billion in
programs and funding, there will likely be a $590 billion deficit. Coordinated efforts along with
innovative thinking and engagement of other sectors in how to fund and structure long-term
care will be necessary to meet this challenge.

Provinces like Ontario have an important role to play in how care is thought of and delivered.
For example, investments in age-friendly communities contribute to better health outcomes
for seniors, and provide environments integrated into our communities where seniors live
safely, enjoy good health and stay involved.

Community-based models of senior care are efficient, effective and can help seniors continue
to live independently in — and to contribute to — their communities. Unfortunately, much of our
current health care system is based on an institutionalized model of delivering care.
Independent living for seniors hinges not on medicine, but on affordable and appropriate
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shelter, retirement income security, accessible and barrier-free neighbourhoods, home care
and, when needed, long-term care.

In its 2016 budget, Ontario earmarked funds that will benefit seniors’ health care — investing
to bring greater capacity to deliver homecare, hospice and palliative care; access to the
shingles vaccine free of charge; and important improvements to the Ontario Seniors Drug
Benefit that benefit many low-income seniors, enabling them better access to needed
pharmaceuticals.

But as we have demonstrated, strategic and complete transformation in how we approach
seniors’ care is needed — and soon — rather than piecemeal policy, program, and spending
adjustments. Seniors care is an issue that is not going away: the Ontario Population
Projections Update, 2015-2041, notes a sharp increase in the number of seniors by 2041,
with our median age rising to 45. Though growth of our seniors’ population will slow by the
2030s, the province’s demographic make-up will still be weighted heavily towards seniors for
some time, with some regions experiencing a more significant shift and consequences than
others.

For these reasons, it is our hope that Ontario will prioritize wise investment of health dollars
on seniors’ care, and commit to a complete strategy outlining our provincial goals for seniors
care, in its 2017 budget. We all stand to gain from this.

The provinces, particularly Ontario, have an opportunity to work together and with the federal
government to address these needs for seniors: within a new Health Accord. There is the
potential to add a component of health transfers dedicated to home care, home maintenance
services, and long-term care residences, with provinces required to demonstrate
performance via measurable outcomes for ongoing funding. Money for these targeted
transfers should not be taken from already-allocated health transfers to provinces used to
ensure adequate health care delivery for Canadians, but rather be a source of new funding
for the provinces to address increasing gaps in eldercare. And although health care delivery
is the responsibility of provinces, governments must work together to put seniors’ health care
solutions in place.

In closing

Canada and Ontario — from our national economy to our local communities — needs
Canadians to have retirement income security and an integrated approach to address seniors’
health care needs.

In preparing budgets for the coming years, federal and provincial governments have
opportunities to ensure retirement savings tools and programs are effective, efficient, and
realistic, and that health infrastructure and planning for seniors’ health care needs are
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innovative and integrated. Canadians and Ontarians need access to the most effective tools,
products, and systems for their retirements — including retirement income security and the
continued expansion of the Canada Pension Plan, affordable and appropriate housing,
accessible and barrier-free neighbourhoods, and integrated home care and long-term care.

Canadian seniors are a diverse, vibrant group; Canada still needs them; Ontario still needs
them. Seniors are still a force, with a great deal to bring to our communities and economy.
Let’'s put the right solutions in place to ensure seniors — now and in the future — remain a
force.
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