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Executive Summary

We launched this review after receiving a complaint from a Veteran about Additional Dependant Care
reimbursement. The client attended an inpatient treatment program through the Veterans Affairs

Canada (VAC) Rehabilitation Program and her dependant care costs were much higher than VAC could
legally pay. This complaint raised concerns that the maximum rates for Additional Dependant Care
cannot be exceeded for some clients, regardless of their circumstances, and that the maximum rates

have not changed since 2006.

Why this issue is important

Additional Dependant Care is reimbursement for paid dependant care to help clients attend services through the
VAC Rehabilitation Program. The purpose of the Rehabilitation Program is to provide services that meet the
rehabilitation needs of the individual. However, the current rules for the maximum rates for Additional
Dependant Care may disadvantage some clients. If the reimbursement of Additional Dependant Care does not
meet the needs of Rehabilitation Program clients, their only options are to pay the extra cost out of pocket or
exclude those services from their rehabilitation plan.

What we found

Our review found two fairness issues with the regulations’ rules around the maximum rates for Additional
Dependant Care.

Key findings and recommendations

o According to the Veterans Well-being Regulations, Rehabilitation clients attending rehabilitation services
other than training cannot be reimbursed beyond the maximum rate for Additional Dependant Care in
exceptional situations, unlike clients attending training. When we asked why this difference in the
regulations existed, VAC did not give a clear reason. Our review found that this limitation is inconsistent with
the purpose and design of the Rehabilitation Program, which is to be flexible and focused on the individual’s
needs. This lack of flexibility is unfair because some Veterans attending rehabilitation services other than
training can experience situations that greatly increase the cost of care, but VAC currently cannot exceed the
maximum rate to meet their needs. The lack of discretion is more likely to affect some Rehabilitation
Program clients more than others, such as clients attending longer programs, clients living in an area with
high dependant care costs, clients with multiple dependants or dependants with high support needs, single-
parent clients, and female clients.

Recommendation 1: Amend the Veterans Well-being Regulations to include discretion to exceed the
maximum rate when circumstances warrant for Additional Dependant Care for clients attending
rehabilitation services other than training.

e Additional Dependant Care maximum rates have not been adjusted since they were introduced in 2006. The
maximum rates’ lack of adjustment means they are not in line with other similar maximum rates and may
not have kept up with actual costs. For example, the maximum rates for dependant care from the Canadian
Armed Forces Long-Term Disability Vocational Rehabilitation Program are indexed to reflect the rising cost

B




of care while Additional Dependant Care maximum rates are not. In addition, Canadian research suggests
that the market rate cost of unsubsidized dependant care has risen over time.

Recommendation 2: Ensure that the regulatory provisions for Additional Dependant Care maximum rates
do not result in clients bearing more of the cost of Additional Dependant Care over time.

Summary

Overall, we found that the Department’s lack of authority to exceed the maximum rate for Additional Dependant
Care for clients attending rehabilitation services other than training is unfair to those clients because there is no
flexibility to meet their individual needs. We are also concerned that the maximum rates for Additional
Dependant Care, which were set out in the regulations in 2006 without any provisions to adjust them, may not
have kept up with the cost of dependant care. Our recommendations seek to resolve these systemic fairness
issues.




Additional Dependant Care
Reimbursement Under the Veterans
Affairs Canada Rehabilitation Program

Introduction

We initiated this review because of systemic fairness issues identified during an investigation into a client
complaint made to our Office. The Veteran client was a single mother who attended a 45-day inpatient
treatment program through the Veterans Affairs Canada (VAC) Rehabilitation Program. While she was in
treatment, the dependant care costs for the full-time care of her four dependants far exceeded the maximum of
$75 per day that VAC could legally pay. Ultimately, VAC was able to reimburse this client for the remaining
balance because she was eligible for funding through another program, but her complaint pointed to systemic
fairness issues with Additional Dependant Care that could affect other clients.! Based on our findings of
unfairness in this client’s case, we initiated a systemic review to assess the fairness of the regulatory provisions
for the maximum reimbursement rates for Additional Dependant Care provided through the VAC Rehabilitation
Program.

Methodology

One of the roles of the Office of the Veterans Ombud (OVO) is to identify and make recommendations to resolve
systemic fairness issues with VAC programs, benefits, and services (Office of the Veterans Ombud, 2023). We
evaluate systemic issues by assessing treatment, process, and outcome for fairness.? Our Office defines systemic
unfairness as a practice, policy, procedure, rule, law, or gap therein that improperly discriminates® against and
negatively impacts a group of people who share a common attribute.

This review focuses on the fairness of Additional Dependant Care reimbursement through the VAC Rehabilitation

Program.

To identify whether the rules around Additional Dependant Care maximum rates are fair, we reviewed and
analyzed:

1 We use the term “clients” throughout this report because Veterans’ spouses and survivors may also participate in the VAC Rehabilitation Program.

2 Fair treatment includes providing clients with clear information, treating them with respect, and protecting their privacy. A fair process refers to fair
decisions from unbiased decision-makers who follow clear criteria for making that decision, allow a client to provide evidence, and provide timely
decisions with sound rationales. A fair outcome means that decisions and outcomes are equitable, based on relevant evidence, and follow the applicable
laws and regulations (Office of the Veterans Ombud, 2023).

3 “Discrimination” is not always improper. The Canadian Council of Parliamentary Ombudsman explains: “When delivering public services, to achieve the
purposes of the program or service, public organizations are sometimes required to discriminate, in the sense of making distinctions between different
people.” For example, only those who have served in the CAF or the RCMP —and in some cases their dependants — can access VAC benefits. “Making
distinctions between people becomes improperly discriminatory when it distinguishes between people based on personal characteristics (e.g. race,
disability or religious belief) in a manner that is contrary to human rights legislation. Improper discrimination also occurs when the discriminating criteria
is not reasonably required to meet the overall purpose of the legislation, program or service” (Canadian Council of Parliamentary Ombudsman, 2022, p.

14).
/
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e 0OVO client complaints about dependant care

e Relevant VAC policies, documents, websites, legislation, and regulations

e VAC client data for the Rehabilitation Program and Additional Dependant Care*
e VAC program rationales and design

e Academic literature on dependant care

e Other similar benefits in Canada and internationally

e Current costs for dependant care in Canada

e Child care subsidies and fee reductions in Canada

We applied a Gender-Based Analysis Plus (GBA Plus) lens to our project planning, research, and writing. GBA Plus
is a tool for analysis that takes intersecting factors, including sex, gender, age, race, and other identity factors
into account to support diversity-informed policy, including finding ways to mitigate barriers that certain groups
may face in accessing or benefiting from government initiatives (Women and Gender Equality Canada, 2023).

Before publication, we submitted a draft of this report to VAC officials for comment and to confirm the accuracy
of information related to VAC programming.

Background
The Rehabilitation Program

The VAC Rehabilitation Program provides eligible clients with funding for medical, psycho-social, and vocational
rehabilitation services as well as related expenses to support them while they participate in these services.
Canadian Armed Forces (CAF) Veterans with a health problem resulting primarily from service and, in some
cases, their spouses or survivors can participate in the Rehabilitation Program. The goal of the program is to help
clients identify and overcome barriers to re-establishment in civilian life to restore “physical, psychological,
social and vocational functions to an optimal level following an injury or illness” (Government of Canada, 2005,
p. 4224).

VAC established the Rehabilitation Program on April 1, 2006, with the introduction of the New Veterans Charter
(NVC).> The NVC was designed to meet the needs of modern-day Veterans, with an emphasis on providing
support for their transition to civilian life and shifting “the focus from one of disability to one of wellness”
(Government of Canada, 2005, pp. 4213, 4214).°

Additional Dependant Care

The Veterans Well-being Regulations set out provisions for Additional Dependant Care under the Rehabilitation
Program. Additional Dependant Care refers to reimbursement’ for paid care for a dependant when their primary

4 At the time of drafting this report, VAC statistical information on clients reimbursed for Additional Dependant Care was limited. Section 2.2 discusses
these limitations in more detail.

> The formal name of the New Veterans Charter was the Canadian Forces Members and Veterans Re-establishment and Compensation Act. In 2018, this
Act was renamed the Veterans Well-being Act.

6 Rehabilitation Program Veteran clients are typically eligible for the Income Replacement Benefit, which provides 90% of their pre-release salary
(Veterans Well-being Act, section 18). The Income Replacement Benefit calculation is the same regardless of the number of dependants a client has.

7 VAC reimburses eligible clients for Additional Dependant Care costs but does not directly provide or pay providers for any dependant care.
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caregiver attends services through the VAC Rehabilitation Program.® VAC compensates eligible clients for the
paid care of minor children, disabled adults, and elderly adults, which can be provided by friends, relatives, or
professional providers (VAC, 2012b, 2023). The purpose of Additional Dependant Care is to facilitate full
participation in the program by removing dependant care as a barrier to accessing rehabilitation or vocational
services.’

A key requirement for reimbursement is that Additional Dependant Care must be in addition to any care already
provided for the dependant (VAC, 2012b, 2023). For example, when a client in the Rehabilitation Program has a
program-related appointment while their dependant is at their regular daycare program, VAC does not provide
funding for that care. When a client has a program-related appointment at a time when they would otherwise
be providing care for their dependant, VAC does provide funding for the care (provided the client meets the
other eligibility requirements). In short, VAC reimburses clients for Additional Dependant Care costs incurred as
a result of their participation in the Rehabilitation Program.®

VAC compensates clients for Additional Dependant Care differently depending on whether they are attending
training or services other than training (VAC, 2012b, 2023).1! Clients attending training can be reimbursed for
50% of their costs up to $750 per month. However, under subsection 15(4) of the Veterans Well-being
Regulations, VAC can exceed the maximum rate and percentage for clients attending training when more than
three dependants require care, the availability or location of care increases the cost, or additional funding is
required to support the client in meeting their occupational goals. For clients attending rehabilitation services
other than training, different rules apply: clients attending rehabilitation services other than training can be
reimbursed up to $75 per day, with no percentage maximum. In addition, the regulations*? provide no discretion
to exceed the maximum rate for clients attending rehabilitation services other than training, regardless of their
circumstances (VAC, 2012b).

A very small number of clients in the Rehabilitation Program are reimbursed for Additional Dependant Care. Of
29,635 total Rehabilitation clients from April 1, 2018, to March 31, 2023, 195 clients were reimbursed for
dependant care while attending training, and 151 clients were reimbursed while attending rehabilitation services
other than training.!® Clients can be compensated for Additional Dependant Care while attending both types of
services during their participation in the Rehabilitation Program, so there is likely overlap in these groups, but it
was not possible to identify how much.

8 Currently no other VAC program offers reimbursement for paid dependant care. In the past, VAC reimbursed clients who were eligible for treatment
benefits for the cost of “temporary help” to care for a dependant while a client attended treatment, but this supplementary benefit was removed in
1995. This “temporary help” is the only benefit that has provided reimbursement for the care of a dependant aside from the Rehabilitation Program
(VAC, Response to General Request for Information (personal communication), December 15, 2023).

9 VAC, Response to General Request for Information (personal communication), December 15, 2023.

10 See Annex A for more information on the eligibility criteria for Additional Dependant Care reimbursement.

1 For the Rehabilitation Program, VAC defines training as “any vocational, technical, apprenticeship or academic learning or testing for which credit or
certification may be granted by a training institution” (VAC, 2023). Services other than training can encompass a wide variety of treatments and services,
including “any physical or psychological treatment” or “any psychological or social intervention” that aims to stabilize and restore the functioning of the
client (VAC, 2012a).

12 For this report, “the regulations” refers to the Veterans Well-being Regulations.

13 VAC Statistics Directorate, Statistics File 3834 provided to the OVO (personal communication), January 3, 2024
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Analysis and Findings

Finding 1: It is unfair that the regulations do not permit clients attending rehabilitation services other than
training to be reimbursed beyond the maximum rate for Additional Dependant Care in unique or exceptional
circumstances.

We base this finding on the following analysis.

1.1 No persuasive rationale supports the discretion to exceed Additional Dependant Care maximums only for
clients attending training and not for clients attending rehabilitation services other than training.

To understand the reason for the difference in Additional Dependant Care funding structures, we asked VAC for
the rationale that supports why the Department has regulatory discretion for clients attending training but not
for those attending rehabilitation services other than training. VAC explained that they conducted a review of
vocational training expenses in 2013 that led to the addition of specific discretion to exceed the maximum rate
and percentage for Additional Dependant Care for clients attending training because they may incur higher costs
due to “unique or extraordinary circumstances.”*** VAC clarified that they did not include services other than
training in the 2013 review that led to this change to the regulations.® This explanation speaks only to why
changes were made for clients attending training and does not explain why clients attending rehabilitation
services other than training would not require comparable latitude to exceed the maximum rate in those same
compelling circumstances. The Department’s explanation for the disparity in discretion does not furnish
evidence or a policy argument to support the difference and thus does not constitute a sound rationale.

Finding that this explanation did not justify the difference, we assessed whether the Department’s rationale for
the overall difference in maximums between the two reimbursement schemes could potentially justify the
difference in discretion. In response to our question about the difference in the regulations” maximum rates
between the two streams,?” VAC explained that training can require full-time attendance and therefore may
require full-time dependant care, while services other than training are generally of a shorter duration and do
not require full-time dependant care.'® However, as our client case illustrates, services other than training can
last many days or even months and can require full-time care. As a more general example, we conducted a rapid
scan of currently available mental health and addiction inpatient and outpatient programs in Canada which
identified a variety of inpatient programs requiring 24-hour attendance lasting 4 to 12 weeksand an array of

14 VAC, Response to General Request for Information (personal communication), December 15, 2023.
15 Based on the Department’s response to our initial request for information, we drafted this report with the assumption that VAC did not have the
authority to exceed the maximum rate or percentage for Additional Dependant Care for clients attending training before October 1, 2013. After we
completed our analysis, another response from VAC clarified that the Veterans Well-being Regulations had authorized discretion to exceed the
maximum rate before October 1, 2013, and the 2013 change simply added specific discretion to exceed the maximum rate, as well as the percentage,
for Additional Dependant Care for clients attending training. The change in the Department’s response did not impact our findings of unfairness or our
analysis.

16 VAC, Response to Follow-up General Request for Information (personal communication), January 26, 2024.

7 As noted above, clients attending training can be reimbursed for 50% of their costs up to $750 per month, whereas clients attending rehabilitation
services other than training can be reimbursed up to $75 per day.

18 VAC, Response to General Request for Information (personal communication), December 15, 2023.

19 £ g. Edgewood Health Network, 2024a, 2024b; Homewood Health Centre 2024a, 2024b, 2024c, 2024d; Horizon Health Network, 2024b; Searidge
Foundation, 2022
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intensive outpatient programs requiring attendance for 6 to 45 hours per week for 1 to 16 weeks.?%2! Thus,
longer programs that fall under services other than training, such as inpatient and intensive outpatient
programs, can require clients to be away from home for extended periods and therefore can necessitate full-
time Additional Dependant Care for weeks or months. Importantly, even if this assumption about differences in
duration can be shown to be true as a generality, as evidenced by our client case, there will always be exceptions
that justify exceeding the maximum rate on a case-by-case basis because of individual client circumstances. The
Department’s explanation for the regulations’ overall difference between the two funding structures thus
similarly fails to justify the disparity in discretion between the two streams and as a result, we conclude that this
difference is not justified by a reasonable policy rationale.

1.2 Alack of discretion to exceed the maximum rate for Additional Dependant Care in exceptional circumstances

for clients attending rehabilitation services other than training is inconsistent with key elements of the
purpose and design of the Rehabilitation Program.

Modelled on best practices in disability management, the Rehabilitation Program is intended to be flexible and
based on the needs of the individual (VAC, 2012b; Government of Canada, 2005). When Government introduced
the program in 2006, it articulated one of the program’s core principles as a “focus on individual needs”
(Government of Canada, 2005, p. 4226). The Rehabilitation Program aspires to adhere to this principle through
key pillars such as case management and individualized rehabilitation goals that are identified by and with the
client. Accordingly, reimbursement of eligible expenses such as Additional Dependant Care is also intended to
meet clients’ individual needs to support their participation in the program: per VAC policy, “reimbursement
decisions need to be broad and flexible to facilitate the individual's access to these services” (VAC, 2012b).
Because the Veterans Well-being Regulations do not include the discretion to exceed the maximum Additional
Dependant Care rate for clients attending rehabilitation services other than training, case managers’ ability to be
flexible in these reimbursement decisions is limited by the firm maximum of $75 per day. As our client case
illustrates, Additional Dependant Care costs in a given individual situation may far exceed that maximum rate,
but the regulations provide no flexibility to meet these needs within the Rehabilitation Program. Thus, the lack
of a discretion provision in the Veterans Well-being Regulations for clients attending rehabilitation services other
than training compromises the program’s focus on flexibility to meet individual needs and may jeopardize the
participation aims behind reimbursement of rehabilitation-related expenses.

In addition to the goals of providing flexible and individualized services and reimbursement, rehabilitation
services are also intended to work together to support re-establishment in civilian life (Government of Canada,
2005, p. 4217). When needed, services other than training are used to improve the mental and physical health
of participants. Once clients are medically and psychosocially stable enough to focus on returning to work, they
can participate in vocational services, including training, to improve their employability (VAC, 2024). Even where
employment through vocational training may be the client’s ultimate goal, their success with services other than
training may be a determining factor in achieving that goal. In other words, a lack of flexibility in one component
of the program may compromise the client’s chances for success in other components of the program, because
these components are intended to work together. This program design points to the need to prevent disparities

20F g Andy’s House Treatment Centre, 2024; BACA Eating Disorder Treatment Clinic, 2024; Davidson Institute, 2024; Foothills Centre for Change, 2024;
Horizon Health Network, 2024a; Stable Grounds, 2024
21 Many programs vary in length. Inpatient and intensive outpatient programs were only reviewed if they listed the length of the program.
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across program components: adequate and equitable reimbursement support in each component of the
program, including services other than training, is important to maximize the client’s chances of success in the
program overall.

1.3 Some client groups may be more likely than others to be affected by a lack of discretion to exceed the
maximum rate for Additional Dependant Care for clients attending rehabilitation services other than training.

We completed a GBA Plus analysis of the potential client groups most likely to be negatively impacted by the
lack of discretion to exceed the Additional Dependant Care maximum rate of $75 per day for clients attending
rehabilitation services other than training. As discussed above, we found that individuals attending longer
programs, such as inpatient or intensive outpatient programs, may be more affected by the lack of discretion
because they can require Additional Dependant Care for 24 hours a day for extended periods, leading to high
dependant care costs. Along with the duration of the program the individual is attending, the location of the
dependant care can also greatly impact the cost. Median fees for child care vary widely by city, with parents in
cities in Quebec paying only about 10% of the fees that parents in Toronto were paying in 2019 and 2021
(MacDonald & Friendly, 2020, 2022).22 Consequently, due to the greater cost of care, clients attending longer
programs or living in areas with higher-than-average dependant care costs may incur costs that greatly exceed
the maximum rate, pointing to the need for a provision that allows decision-makers to consider circumstances
such as these for exceptional reimbursement above the maximum.

In addition to the duration and location of care, dependant care costs are also impacted by the number of
dependants requiring care and their level of support needs. In most cases, the cost of dependant care increases
with each dependant requiring care because the cost of care is typically charged per dependant, leading to
higher care costs for primary caregivers with multiple dependants; these higher costs are evidenced by such
things as per-child income tax provisions for child care expense deductions (Canada Revenue Agency, 2018). In
parallel, primary caregivers with dependants who have high levels of support needs tend to pay a premium for
dependant care. For example, the cost of elder care varies greatly depending on the level of assistance needed.??
Of the provinces and territories where home care is not entirely funded by subsidies, the lowest hourly rate for
highly skilled elder care was $65 per hour and the highest was $125 per hour in 2022 (Sunlife, 2022a-2022m).%*
For clients with an elderly dependant requiring a high level of care in provinces with high home care costs such
as these, the maximum rate of 575 per day would not cover a single hour of care. Therefore, clients with
multiple dependants or dependants with a high level of support needs may also require increased
reimbursement for Additional Dependant Care to mitigate the higher cost of care.

Finally, certain sociodemographic factors such as marital status and sex may impact an individual’s need for
Additional Dependant Care reimbursement. For instance, single parents may need more financial support for
Additional Dependant Care than coupled parents because they tend to have substantially lower household
incomes? (Statistics Canada 2022a, 2024), while also being primarily responsible for the care of their children. In
the Veteran population specifically, female Veterans are more likely to be single parents, have three or more

22 The cost of home care for elderly adults also varies by province with costs for the lowest level of care ranging from $10 to $31 per hour and costs for
the highest level of care ranging from $65 to $125 per hour in 2022 (Sunlife, 2022a-2022m).

23 E.g. meal preparation, personal care, live-in care, supervision, or skilled nursing care.

24 See Annex B for a breakdown of hourly rates for home care by low and high level of care need and province or territory.
2> This comparison is based on the median income of both groups from 2020 to 2022.
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children (Statistics Canada, 2023), and spend a majority of their time caregiving compared to male Veterans
(Maclean et al., 2018, 2019).2° With respect to VAC clients, we found that from fiscal year 2018 to 2023, among
female clients reimbursed for Additional Dependant Care while attending rehabilitation services other than
training, a disproportionate number were single.?”? During the same timeframe, we also found that female
clients disproportionately required Additional Dependant Care reimbursement: while only 20% of clients
enrolled in the Rehabilitation Program were female, 37% of Additional Dependant Care recipients were
female.?®3° Thus, single clients and female clients attending rehabilitation services other than training may have
a greater need for Additional Dependant Care reimbursement including beyond the maximum rate.

In effect, these GBA Plus insights broadly support the existing regulatory criteria that allow the Department to
consider exceeding the maximum Additional Dependant Care rate for clients attending training (when more than
three dependants require care, when necessary as a result of the availability or location of care, or as necessary
to enable the person to achieve their rehabilitation goals). While we do not wish to foreclose the possibility that
VAC may choose to expand or adjust these criteria upon review, we note that our client case would have
qualified for consideration to exceed the maximum rate if comparable criteria applied to both streams. As it was,
the client instead incurred costs that caused her significant financial hardship. In our view, the existing criteria
that allow the Department to consider exceeding the maximum Additional Dependant Care rate for clients
attending training reflect good policy that is GBA-Plus-informed, and through regulatory amendments these
criteria could be adapted to apply to both streams.

Conclusion

In summary, the Rehabilitation Program aims to be flexible and based on the needs of the individual, and the
regulations’ lack of discretion to exceed the maximum rate for Additional Dependant Care for clients attending
rehabilitation services other than training is misaligned with this goal. While a strong rationale might provide a
reasonable argument for why the regulations lack discretion for these clients, we found that the Department’s
rationale for the difference did not clearly explain or justify the lack of discretion. Discretion to exceed the
maximum rate is important because some clients may incur higher-than-average costs while attending
rehabilitation services other than training and, currently, their only options if they need to attend these services
are to absorb those extra costs or exclude those services from their rehabilitation plan. Clients who may have
higher dependant care costs include those who attend longer programs, live in an area with above-average
dependant care costs, have multiple dependants or dependants with high support needs, are single parents, or
are female. In light of this analysis, we conclude that the Additional Dependant Care needs of clients attending

26 This disparity is echoed in the Canadian general population where women are significantly more likely than men to care for children, care-dependant
adults, or both (Statistics Canada, 2022b).

27 For our purposes, the category of single clients includes single, divorced, separated, widowed, and survivor clients.

28 From fiscal year 2018 to 2023, 62% of clients in the Rehabilitation Program and 57% of clients reimbursed for Additional Dependant Care for services
other than training were single. During the same timeframe, 77% of female clients and 45% of male clients reimbursed for Additional Dependant Care
while attending rehabilitation services other than training were single. This data demonstrates that female clients reimbursed for Additional Dependant
Care to attend services other than training were disproportionately likely to be single, while their male counterparts were disproportionately likely to be
partnered (VAC Statistics Directorate, Updated Statistics File 3834 provided to the OVO (personal communication), February 2, 2024).

29 VAC Statistics Directorate, Statistics File 3834 provided to the OVO (personal communication), January 3, 2024

30 This proportion relates to clients attending rehabilitation services other than training, as VAC could not provide sex-disaggregation of clients
reimbursed for Additional Dependant Care while attending training.
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rehabilitation services other than training cannot be met in all cases without regulatory discretion to exceed the
maximum rate in exceptional circumstances.

Accordingly, we find that it is unfair that the regulations do not permit clients attending rehabilitation services
other than training to be reimbursed beyond the maximum rate for Additional Dependant Care in unique or

exceptional circumstances.

To address this unfairness, we make the following recommendation to the Minister of Veterans Affairs.

Recommendation 1: Amend the Veterans Well-being Regulations to include discretion to exceed the
maximum rate when circumstances warrant for Additional Dependant Care for clients attending
rehabilitation services other than training.

This recommendation intends to resolve the unfairness caused by the regulations’ lack of discretion to exceed
the maximum rates for Additional Dependant Care for clients attending rehabilitation services other than
training. One possible solution would be to take the existing criteria that allow the Department to consider
exceeding the maximum rate in the case of training and, through regulatory amendments, adapt these criteria
to apply to both streams.

Finding 2: The regulations’ fixed Additional Dependant Care maximum rates create a disparity with
comparable programs and could make it less likely that these rates will keep up with dependant care costs.

We base this finding on the following analysis.

2.1 Other comparable rate maximums from VAC and the Canadian Armed Forces Long-Term Disability Vocational
Rehabilitation Program are indexed or do not have individual maximums, and no persuasive rationale supports
this disparity.

When Government introduced the VAC Rehabilitation Program in 2006, it specifically noted that reimbursement
of expenses, including Additional Dependant Care, was meant to be comparable to similar reimbursement
offered by the CAF Long-Term Disability Vocational Rehabilitation Program (CAF LTD VRP) (Government of
Canada, 2005, p. 4225). However, the regulations’” Additional Dependant Care maximum rates have not changed
since being set in 2006, while those in the counterpart CAF LTD VRP are adjusted annually to keep pace with
rising costs.®* Although VAC and CAF LTD VRP dependant care maximum rates are intended to be aligned with
one another, in 2024, clients attending training through the CAF LTD VRP*2 can be reimbursed up to $260 more
per month than a client in the VAC Rehabilitation Program attending training, assuming both clients are
reimbursed within the maximum rates (Canadian Forces Morale and Welfare Services, 2024).33 VAC Additional
Dependant Care maximum rates are now almost twenty years behind the CAF LTD VRP rates and the two
programs no longer have reimbursement parity, contrary to the original intent.

31 Department of National Defence, SISIP Financial, & Manulife, Exchange of Letters Regarding Indexation of Vocational Rehabilitation Maximum Rates
(internal document), December 1, 2023.

32 As of April 1, 2024, CAF LTD provides vocational, medical, and psychosocial rehabilitation. Before April 1, 2024, CAF LTD only covered vocational
services. Our analysis focuses on CAF LTD VRP reimbursement of dependant care costs for training because the details of the implementation of CAF LTD
medical and psychosocial rehabilitation were not yet published when we conducted our analysis.

33 CAF LTD VRP reimburses 50% of eligible dependant care costs up to $1,010 per family per month and VAC reimburses 50% of eligible dependant care
costs up to $750 per month.
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In addition to their disparity with CAF LTD VRP, the maximum rates for Additional Dependant Care are unique
within the VAC Rehabilitation Program itself. For clients attending training, all training-related expenses except
for Additional Dependant Care are included in an overall maximum reimbursement amount (VAC, 2023;
Government of Canada, 2013, p. 2124). The regulations have no per-item maximums for other training expenses
(for example, for books or software costs), affording case managers the flexibility to allocate the available
funding in a way that meets clients’ individual needs. In contrast, Additional Dependant Care is the only training-
related expense that has its own individual maximum rate. Meanwhile, for non-training expenses, all
reimbursement rates are periodically adjusted3* except for Additional Dependant Care which has a maximum
that has not changed since it was introduced in 2006. In other words, Additional Dependant Care is the only
expense in the Rehabilitation Program where reimbursement is subject to an individual maximum that is also not
periodically adjusted. Because Additional Dependant Care reimbursement does not benefit from the flexibility of
inclusion in an overall maximum but is instead subject to individual maximums that are also not adjusted, its
maximum rates are uniquely static in the Rehabilitation Program, remaining unchanged since 2006 and thus less
able to respond to increases in actual costs borne by clients.

When we asked why the Veterans Well-being Regulations do not provide for adjusting these rates, VAC again
explained that changes were made to the regulations in 2013, which added specific discretion to exceed the
maximum reimbursement percentage and amount for Additional Dependant Care for clients attending training
in some exceptional situations.® This rationale does not apply to clients attending rehabilitation services other
than training. More importantly, discretion to exceed a maximum rate in exceptional circumstances does not
negate the need for maximum rates to keep pace with current costs in typical circumstances that may not
qualify for exceptional consideration. The Department’s rationale for why the maximum rates for Additional
Dependant Care are not indexed or otherwise adjusted is insufficient to support static maximum rates for
Additional Dependant Care, and we conclude that the anomaly of the regulations’ unchanging Additional
Dependant Care maximum rates does not appear to be justified by a strong policy rationale.

2.2 The maximum rates for Additional Dependant Care may no longer be sufficient to cover clients’ costs given
these rates have not changed since 2006.

While we know that the Additional Dependant Care maximum rate for clients attending training was based on
the rates reimbursed by CAF LTD VRP, as discussed above, VAC could not provide the analysis on which they
based the maximum rates for clients attending rehabilitation services other than training. In response to our
question about how VAC determined the $75 per day maximum rate for these clients, VAC explained that they
were unable to identify the specific information and data that was used, but cited the “variability of individual
circumstances and the cost of care across the country.”3¢ VAC also clarified that there is no percentage cap
associated with this maximum rate and instead a case manager determines a “reasonable amount, up to $75 per
day” to reimburse. Because VAC could not provide the data or analysis used to determine the maximum rate for
clients attending rehabilitation services other than training and has not defined the proportion of clients’ costs
this maximum rate is intended to cover, we were not able to conduct a comparative analysis to determine

34 The maximums for such expenses as travel and meals set out in sub-paragraphs 15(1)(b)(i) and (ii) are tied to the rates in the Treasury Board Travel
Directive and the maximum for remuneration of a medical escort set out in sub-paragraph 15(1)(b)(iii) is tied to the Pension Act.
35 VAC, Response to General Request for Information (personal communication), December 15, 2023.

36 \VAC, Response to Follow-up General Request for Information (personal communication), January 26, 2024
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whether the regulations’ static maximum rates set out in 2006 are still sufficient relative to the original sources
that VAC used to establish them.

Although we could not duplicate the Department’s original analysis, the limited available Canadian research
suggests that unsubsidized market rate dependant care costs have risen over time. Data on the cost of
dependant care in Canada from 2006 to 2024 is quite sparse,® but the Canadian Centre for Policy Alternatives
has released yearly reports that track the cost of child care for parents across the country since 2013. These
reports found that for each year between 2013 and 2018, the median monthly cost of child care rose faster than
the rate of inflation in most of the cities examined across the country (Macdonald & Klinger, 2015; Macdonald &
Friendly, 2014, 2016, 2017, 2019).38 From 2019 on, the reported rates decreased due to provincial and federal
child care subsidies and other fee reduction programs, later including the Canada-wide Early Learning and Child
Care Plan (Macdonald & Friendly, 2020, 2022, 2023a, 2023b). However, we would not consider subsidized and
fee-reduced costs to be the maximum rates’ relevant benchmark for several reasons: first, many clients may not
meet the eligibility criteria for the subsidies or fee reductions, or be able to find eligible spaces, and the
implementation of these measures is different across the provinces (Beach et al., 2023, p. 272, 307-309; Friendly
et al. 2024, pp. 125-126; MacDonald & Friendly, 2023a). Second, VAC does not require clients to access
subsidies, fee reductions, or any other sources of funding for Additional Dependant Care before they may access
VAC funding for these costs.?® Finally, these subsidies and fee reduction programs generally apply to caregivers’
regular care arrangements in regulated child care centres (Friendly et al. 2024, p. 11), and may be less applicable
to the eligibility requirements for Additional Dependant Care, which reimburses for paid care that is in addition
to any regular arrangements that a caregiver may have. For instance, the cost of in-home elder or child care is
much higher on average than the cost of centre-based child care or day programs for elderly individuals. In 2022,
parents paying for care by a non-relative in their home paid the most of any paid child care arrangement, with
an average cost of $106 per day for a single child between the ages of 0 to 5, compared to an average of $31 per
day for daycare for the same child (Guévremont & Findlay, 2023). In 2022, in-home elder care can cost as much
as $125 per hour in Canada, depending on the location and type of care required, compared to S0 to $22 per
day for adult day care programs (Sunlife, 2022a-2022m). While this is a snapshot of dependant care costs in
2022 that does not speak to how these costs may have risen over time, these costs clearly eclipse the $75 per
day maximum and would take only a few days of paid care to eclipse the 50% up to $750 per month maximum.
Unfortunately, the available research on child care costs over time from 2019 onward does not report on
unsubsidized market rate costs, and data on the cost over time of other types of dependant care, such as elder
care, does not appear to be publicly available.

Even if Canadian data on the market rate cost of unsubsidized care for children, elderly adults, and disabled
adults over time was available, it would not offer direct insight into whether the regulations’” maximum rates for
Additional Dependant Care are meeting the needs of Rehabilitation Program clients. To understand the specific
needs of these clients, we requested VAC statistical client data related to Additional Dependant Care
reimbursement. Relevant statistics available for the training stream were minimal, and while more information
was available for services other than training, VAC advised that this information did not include whether and

37 We were not able to locate data on the cost of care for elderly or disabled dependants in Canada over time.
38 Research on the cost of elder care or care for dependants who are disabled or otherwise have high support needs in Canada was not readily available.
¥ VAC, Response to General Request for Information (personal communication), December 15, 2023.
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how many times clients had reached the maximum rate.* As a result we could not assess whether more clients
were reaching or exceeding the maximums over time, nor whether the Additional Dependant Care maximum
rates covered a decreasing proportion of actual client costs year over year.** However, we understand that VAC
anticipates greater data granularity and availability with the recent move to the new Rehabilitation contractor.*
Because we understand that the necessary reimbursement statistics will be available in future, VAC is well
positioned to determine whether the regulations” maximum rates for Additional Dependant Care are keeping up
with the cost of care over time.

Conclusion

In summary, the regulations” maximum rates for the Department’s Additional Dependant Care stand in contrast
to the maximum rates for dependant care reimbursement from CAF LTD VRP, as well as the reimbursement of
other VAC Rehabilitation expenses, because they are not adjusted or included in a flexible overall maximum.
Unfortunately, VAC was not able to provide statistical client data that would allow us to identify whether the
submitted costs for Additional Dependant Care also demonstrate that clients are bearing more of the cost over
time. Nevertheless, our analysis showed that static maximum rates for Additional Dependant Care may be
inappropriate because the available Canadian longitudinal research on the market rate cost of unsubsidized child
care suggests costs have risen substantially since 2006 (Macdonald and Klinger, 2015; Macdonald and Friendly,
2014, 2016, 2017, 2019).

Accordingly, we find that the regulations’ lack of adjustment of Additional Dependant Care maximum rates
creates a disparity with other comparable programs and could make it less likely that these rates will keep up
with dependant care costs.

To address this unfairness, we make the following recommendation to the Minister of Veterans Affairs.

Recommendation 2: Ensure that the regulatory provisions for Additional Dependant Care maximum rates do
not result in clients bearing more of the cost of Additional Dependant Care over time.

This recommendation intends to encourage VAC to analyze more granular client information, including GBA Plus
factors, as this information becomes available through data improvements, to identify whether the regulations’
maximum rates for Additional Dependant Care have kept pace with the cost of care over time. Depending on the
results of that analysis, further actions from VAC may be necessary to fulfill this recommendation and ensure the
adequacy of Additional Dependant Care maximum rate provisions.

Conclusion

We initiated this review because of a client complaint made to our office that pointed to potential systemic
fairness issues with the Department’s reimbursement of Additional Dependant Care costs. We reviewed VAC
client data, OVO complaints, academic and government research, and other sources to determine whether the
rules around reimbursement for Additional Dependant Care are fair. Our analysis resulted in two findings.

40VAC, Response to Follow-up Statistics Request for Information (personal communication), January 24, 2024.
41 We explored the possibility of conducting a file review to allow us to manually retrieve the required information ourselves from individual client files,
but it was not possible within the timeframe of our report.

42 VVAC, Response to Follow-up Statistics Request for Information (personal communication), February 6, 2024.
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First, we find it unfair that the regulations do not permit clients attending rehabilitation services other than
training to be reimbursed beyond the maximum rate for Additional Dependant Care even in unique or
exceptional circumstances. The regulations’ lack of discretion to exceed the maximum rate for Additional
Dependant Care for these clients is problematic because it is inconsistent with the purpose of the Rehabilitation
Program. In addition, the Department was unable to offer a defensible reason why the regulations failed to
provide decision-makers with discretion to exceed the maximum rates for Additional Dependant Care for clients
attending rehabilitation services other than training. Discretion is necessary because clients can face unique
circumstances (for example, a greater number of dependants requiring care) that lead to substantially higher
dependant care costs, and affected clients must absorb the expenses themselves if they need to attend the VAC
rehabilitation services that result in these dependant care costs.

Second, the regulations’ lack of adjustment of Additional Dependant Care maximum rates creates a disparity
with other comparable programs and may make it difficult for these rates to keep up with dependant care costs
over time. While maximum rates for Additional Dependant Care have remained the same since 2006, other
comparable rate maximums from CAF LTD VRP and the VAC Rehabilitation Program are either indexed or are
included in a flexible overall maximum. This lack of adjustment means that the static Additional Dependant Care
maximum rates may result in clients bearing increased costs over time, with potential implications for client
participation and success in the Rehabilitation Program. Unchanging maximum rates for Additional Dependant
Care may not be adequate because Canadian longitudinal research on the cost of child care suggests that
unsubsidized market rate costs have risen over time. Unfortunately, VAC was not able to provide statistical client
data that could show whether and how often clients were reaching or exceeding the maximum rates, but VAC
may soon be able to conduct such a review using data available through the most recent Rehabilitation contract.

In summary, the Veterans Well-being Regulations disadvantage clients attending rehabilitation services other
than training because they do not give the Department any flexibility to provide increased reimbursement for
the Additional Dependant Care costs of Veterans and their families in unique or exceptional circumstances. We
are also concerned that the maximum rates set out in 2006 have not been adjusted in the last 18 years and may
not have kept pace with clients” actual costs. Our recommendations seek to resolve these systemic fairness

issues.

Recommendations to the Minister of Veterans Affairs

e Amend the Veterans Well-being Regulations to include discretion to exceed the maximum rate for Additional
Dependant Care when circumstances warrant for clients attending rehabilitation services other than
training.

e Ensure that the regulatory provisions for Additional Dependant Care maximum rates do not result in clients
bearing more of the cost of Additional Dependant Care over time.
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Annex A: Requirements for Accessing Additional Dependant
Care

For Additional Dependant Care to be reimbursed under the Rehabilitation Program, the following requirements
must be met:

e The person taking part in the Rehabilitation Program usually provides unpaid care to the dependant
e |tis their responsibility to find “paid temporary substitute care”

e The care is needed to ensure the health and safety of the dependant or to “maintain their activities of daily
living”

e The substitute care is necessary when the client is participating in the program, and

e The careis in addition to the paid care that was already provided to the dependant before the caregiver
began the program (VAC, 2012b, 2020).
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Annex B: Hourly rates for adult home care, lowest and highest

level of care needs by province or territory in 2022

Province Hourly rate for home care for Hourly rate for home care for
lowest level of care need highest level of care need

Alberta $31 $70

British Colombia $25 $75

Manitoba $23 $80

New Brunswick $21.50 $75

Newfoundland and Labrador $25 $65

Northwest Territories No fees No fees

Nova Scotia $18.00 $80

Nunavut No fees No fees

Ontario $10 $100

Prince Edward Island $31 $70

Quebec S14 $125

Saskatchewan $18 $69

Yukon No fees No fees

Data taken from Sunlife 2022a-2022m
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