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Is it worth it?
Read the fine print when considering mortgage life insurance

By: Darcy Keith
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YOUNE searched hundreds of classified ads and scoured countless neighbourhoods for that perfect home, scrimped and saved for the down
pavment, and now you're ready to take out a loan on the biggest purchase of your life.

Chances are, your bank representative will askwhether you want to take out mortgage life insurance.

In exchange for paying a manthly premium, the bank promises to take care of your mongage should you get carried off ta the pearly gates before
wour loan is paid off. Mo need tosworry about your family being saddled with burdensome marntgage payments. With the application process taking
mere minutes, you'll be approved far the insurance befare you can yank the "for sale" sign off the property and become a proud Manitoba house
owiner.

It seems to make sense, even though you hawve to confront the daunting prospect that sometimes a mogage can outlive you.

But hold it right there. You may want to think tvice hefore you sign those papers. Many financial planners watn that mortgage life insurance has
some significant pitfalls that could have you overpaying for peace of mind -- ar, in the most unfortunate circumstances, paying for a policy your
family won't he ahle to collect an.

"The banks have a captive audience and they're gaing to sell their products during a wery emaotional situation when people are going to answer
wes, hot knowing whether they're going to be the best or not" cautions Mark Halpern, a Cedified Financial Flanner and founder of
illnessPROTECTION.com Inc. in Toronto. "People need ta sit down with @ competent professional to see how this fits in with overall financial
planning.”

“This is not an area where you want to be an impulse buyer, and the results of making the wrong decision can be catastrophic," Halpern adds.

Mortgage life insurance i notto be confused with mordade loan insurance, which is typically required by lenders swhen homehbuyers make a
down payment of less than 20 per cent of the purchase price.

Life insurance sold by mortgage lenders is a form of creditor insurance and differs from personally owened insdrance policies sold by insurance
agents and hrokers.

It has come under increasing criticism hecause it uses "post-claim underwtiting.” That means a detailed analysis ofwhether a person can collect
is done anly after a claim is filed. Sometimes, an unknown health problem at the time of signing can make cerain claimants ineligible.

The hanks may askyou a short list of 10 or fewer medical questions when they're getting wour signature on the dotted line, but they won't
thoroughly delve into your health records until a claim is made, notes Valerie Chatain White, a Cerified Financial Planner in Winnipeg. "During
post-claim undenariting they will look at evernthing and question it to death "

A routine test at the doctor could be used as justification by an insurer to hawve your claim denied, if itwasn't mentioned in your initial application.

mMortgage life insurance is also not portable should you sell and purchase anather home. You'll have to reapply, and could be hit with higher
premiums ifyour health has deteriorated or ifyou're deemed a higher risk -- say, ifyou staned smoking.

MarAnn Kokan-rMyhof, a Cerified Financial Planner in Winnipeg, tells the story of an elderly Winniped couple that had moved their morgage to
another bank that offered a better interest rate. Just as they were switching, the unforeseen happened, and the husband suffered a hear attack.
Just like that, they became ineligible for a montgage life insurance policy with the nesw bank:,

"Shewas justfloored hecause she was sure she had it from the first place” savs Kokan-Myhof. "Fortunately, he didn't pass away but he can't get
insurance any more."

Martgage life insurance is also criticized far maintaining the same p M, Saptor svaluation copy . o vaur hame. In effect, the more the autstanding
halance drops, the less your family can collect should you pass away, and the more expensive each daollar of coverage will be.

Halpern contends that, when examining comparable products, term life insurance is often priced the same ar hetter than mortgage insurance.

While morgade lite insurance ultimately protects the bank by making sure the morgade gets paid off, personally owned insurance gives you the
flexibility to decide where the money goes.

Kokan-kyhof says she almost always recommends individual life insurance over mortgage insurance. "One of the main reasons is individual life
insurance belongs to you. You own it. The heneficiany is whoever you name itto he. ltisn'tthe bank first in line for the money"

Adds White: "A persaon is actually better off to own their own insurance and wark out their own financial plan so you know how much you need to
pay off your debt, including your morgage and car, but over and ahove that, how muoch does your family actually need to live on"

Mortgade life insurance can be bought and cancelled at any time while carrving the montgage loan, notes Halpern. But if yvou do decide to switch to
term insurance, make sure you don't cancel an existing policy before heing approved. You could he in for a nasty surprise it @ bank turns you down
far a newr policy.

"Dothe application, do the medicals, pay for the first premium, and then go ahead and leave the mongage insurance " Halpern advises.

White recommends sitting dowwen with a licensed broker or financial planner before purchasing insurance. "There are 0 many nuances out there
right novwy, it is difficult for the consumers to really know, 'am | comparing apples with apples? And antil you drill down and get to the pure cost of
insurance you may not really know "

Matthew Cram, a spokestman for TD Bank in Toronto, defends mordade life insurance as a product that is easily accessible at bank branches
everawhere.

"Many Canadians find it difficult gaining access to an insurance brokerwhose main priarity ig to focus on higher amount policies and
sophisticated solutions far high netwarth individuals" Cram contends.

He says the "wast majority of morgade life insurance claims get paid, and advises consumers to read through the gquestions on the application
process carefully. "Then, as long as they answer appropriately, then they should feel confident that they are protected.”

He says while term insurance may make more sense for some peaple, for others the tivo products can work together. Far instance, ifyou're
starting a family, you might want extra insurance to cover a mortgade liahility for a paricular time period, like when your children are still living at
home. Mortgage life insurance can also protect a family's lardgest asset when their total insurance needs haven't been mapped out yet.
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Apples to apples
There are o many competing insurance products on the market it can be difficult to get a true comparison of their costs.

Banks also now often throw in disability and critical illness insurance as part of motgage life insurance packades, which could make thetrm worth
considering hased on the extent ofyvour coverage needs. In many instances, though, mordgage life insurance alone can be more expensive than
personally owened term insurance, according to several financial planners.

To get an idea ofwhat term life insurance swill cost, check out wwwy. getterm.cc, a wehsite run by Compulife Software [nc. that life insurance hrokers
often use.

Supposeyou're 40 vears old, in excellent health, a non-smoker and taking out 2 $200,000 morgage. RBC's Insurance HomeProtector plan would
cost $40 a month for single coverage. By comparisan, term life insurance premiums, accarding to that wehsite, range from $21.51 to $40.80
hased on a 10-year term, and §31.14 to §67 .27 for a 20-yearterm. That's just a rough comparison, but it does illustrate term insurance can offer
the lower premium.
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