


THE ADVICE OF A FINANCIAL
ADVISOR

Bill has always turned to Gloria for investment advice and
in the last few years has depended on her more heavily.
Gloria’s friend, Mike, has been her advisor for quite some
time. She turns to him for advice regarding her own
personal financial needs, as well as her business, so with
her father’s permission, Gloria calls Mike and asks him to
meet with her and her father. Bill explains to Mike that he
currently receives Old Age Security (OAS) payments and
has a small pension from his former employer.

He also has a Registered Retirement Income Fund (RRIF)
invested in a conservative portfolio of mutual funds. His
only other asset is his mortgage-free home.

Mike recognizes that Bill’s RRIF and OAS payments
provide him with a comfortable income, but they are
not sufficient to cover all his health care expenses. Mike
proposes Bill sell his house and use some of the money
to purchase an annuity to cover his health care. The
annuity would be a worry-free investment. Bill (and
Gloria) won’t have to track or manage it and it is
guaranteed to provide a level amount of income for the
rest of Bill’s life.

ACCELERATED ANNUITIES IN
ACTION

Given Bill’s deteriorating health, Mike suggests an
accelerated annuity. Mike explains how an annuity
works: you give a financial institution, usually a life
insurance company, a lump sum of money and in return
you receive guaranteed payments for the rest of your life.

Mike goes on to explain that an accelerated annuity,
also known as an impaired annuity, is a special annuity
for those with serious health conditions. Someone with
a serious illness isn’t likely to live as long as a healthy
person of the same age, so the financial institution
takes this into account and calculates an enhanced or
“accelerated” income based on the person’s age and
the seriousness of their specific illness. An accelerated
annuity can provide a higher income than a standard
annuity for the same premium or the same income as a
standard life annuity for a lower premium. The client
chooses the option that best suits their needs.

Bill also explains that he wants to leave his children an
inheritance and expresses his concern that if he buys an
annuity he won’t be able to leave them anything. Mike
explains that he could choose to guarantee his annuity
payments for a certain period of time (up to 10 years)

ESTIMATED COST OF LONG TERM CARE

Age when policy issued Monthly Present value of
policy issued premium1 premiums to age 832

50 $82.44 $18,339.76

65 $219.96 $18,953.46

1 Based on Manulife Financial’s LivingCare product, $100 daily benefit, maximum
benefit of $2,000 x the daily benefit, 90-day elimination period and a 20-year inflation
protection rider. Premiums for LivingCare are guaranteed for five years and could
increase thereafter
2 “Average age for entering a nursing facility,” National Post, July 3, 2004.
Present value of premiums calculated at 4%






