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Clement Chung, CFP, CLU 

Certified Financial Planner 

As an entrepreneur & a devoted father of 2, he is 
committed to helping professionals & young 
families in achieving their goals through strategic 
planning in all areas of their personal finances. 
Clement specializes in retirement planning & risk 
management for professionals and business 
owners, creating comprehensive strategies to 
ensure their long-term financial success. 

Clement graduated from the BCIT Financial 
Management Program. As the recipient of the 
BCIT Financial Planning Award and the Wolverton 
Securities Award for Best Overall Achievement, he 
was distinguished by his leadership and 
professional excellence which ultimately allowed 
him to graduate at the top of his program. 

Fast forward to today, Clement has completed his Certified Financial Planner (CFP) & 
Chartered Life Underwriter (CLU) Designations and continues to actively grow his career 
in Financial Education & Wealth Management.  
 
Excited by his prospects of making a difference, Clement has dedicated his time to 
educating the community in financial wellbeing by hosting seminars to charitable 
organizations, professional associations and local community groups – some of these 
include: Canadian Home Builder’s Association of BC (CHBABC), YMCA & BCIT. The goal 
is to provide financial education to our society today for the benefit of the generations 
to come. 
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Pension Plans 

A defined benefit pension plan is a type of pension in which an employer/sponsor promises a specified 

pension payment or lump-sum upon retirement that is predetermined by a formula. The calculation of 

your benefit is based on a number of different factors. 

- Employee’s Earnings History 

- Tenure of Service 

- Age 

The fact that you are a participant in a pension plan is the equivalent of winning a miniature jackpot in 

today’s evolving marketplace. As interest rates continue to stay at all time lows, your pension plan will 

provide you with a baseline benefit during retirement allowing you to have a sense of security and 

consistency during your golden years.  

 

How does this tie into your Financial Plan? 

Planning for Retirement with the benefit of a pension plan is very different than any other financial plan 

– let me explain. As a participant of a Pension Plan, there are a number of tax planning factors that you 

need to consider when looking at retirement – my goal is to help convey some key ideas to help you 

maximize your retirement income & ensuring that your pension benefits are working hand-in-hand with 

your personal investment assets.  

 

Key Topic #1: Co-ordinating Pension Benefits with CPP and OAS 

Canada Pension Plan is a publicly funded pension program that is available for all Canadians who have 

contributed into their plan during their lifetime. The benefit is calculated similarly to defined benefits 

plans, based on the following items: 

- Contributor’s Earning History Compared to Yearly Maximum Pensionable Earnings (YMPE) 

- Contribution Service (Years Contributed into the Plan) 

Approximately 17% of the years in which you earned the least income, will be removed from the 

calculation of your final benefit – this allows CPP to try and maximize your retirement income. A little-

known secret is also the child-rearing provisions, which allows individuals who stopped working for a 

period of time, to apply for an exclusion for the years in which they did not contribute into CPP for the 

purposes of being a stay-at-home parent (man or woman!).  

Old Age Security is another government benefit that will pay out in your golden years and the 

calculation of this benefit is based strictly on the years that you have resided in Canada after the age of 

18. The maximum benefit will be paid upon retirement once you have been a resident of Canada for 40 

years – any less, then the benefit is prorated accordingly. Once your income reaches $73,756 for the 

year, your OAS benefit starts getting reduced and is completely discontinued if your income is $119,400 

upon retirement.  

Understanding these benefits plays a big role in retirement planning with a Pension Plan. 
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Key Topic #2: Coordinating Your Benefits with Personal Investments 

While RRSP’s are popular amongst regular employees, they should be avoided by individuals who expect 

substantial pension plan benefits. Since 100% of your pension plan benefit is taxable when received in 

retirement, you would not want to be pulling money out of your RRSP’s at that time as it will: 

a) Be taxed at a higher marginal tax rate compared to most individuals without a pension plan 

b) Could potentially trigger a reduction in your Old Age Security Benefit 

The prudent investment option would be to hold your retirement funds in a Tax-Free Savings Account 

(TFSA) or a Non-Registered Account. Here are the tax implications of these accounts: 

a) Tax-Free Savings Accounts allow funds to grow and be withdrawn with no tax implications 

b) Non-Registered Accounts allow funds to grow and taxes may need to be paid each year, 

depending on the types of income earned on the investments. Taxes may be paid upon 

withdrawal only if there are embedded capital gains on investment funds. 

While these two accounts are ideal for pension plan members to contribute to, it is also extremely 

important to consider the kinds of investments that you hold in each account! Consider the basic 

strategy of holding interest-bearing investments & dividend paying funds inside Tax-Free Savings 

Accounts and assets that generate capital gains insider non-registered accounts. 

Too often have I seen client portfolios with well-diversified investment allocations in each account 

however, their advisor has created identical portfolios in the RRSP, TFSA, and Non-Registered Account. 

Your investment portfolio should include asset allocation amongst investment holdings (equities, fixed 

income & cash) along with tax-efficient asset location planning (allocating each fund holding into the 

right accounts for long-term tax efficiency). 

 

Key Topic #3: Coordinating Your Benefits with Risk Tolerance 

Many look at their defined benefits plan and see it as a guaranteed stream of income provided by some 

pool of money. Very few will open the hood and look at what the actual investments within the pension 

plan look like – my experience in Pension Management has given me opportunities to look under the 

hood of plans such as the CPP Pension Fund.  

By understanding the actual holdings of your pension plan, you should then structure your personal 

assets to ensure that you are investing appropriately – 75% of individuals who have pension plans 

(invested mostly in conservative real estate & infrastructure) end up holding personal investment assets 

that are balanced or also overly conservative, resulting in many missed opportunities to monetize during 

stock market runs.  

This mistake could result in the difference between a $4,000 per month retirement income and a $5,500 

per month retirement income – after taxes. 
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Concluding Remarks: 

I’ve outlined in this article, my top 3 pieces of advice for members of pension plans that have no idea 

how lucky they are. Take a moment to figure out the in’s and out’s of the three strategies above and you 

will see why employer-sponsored pension plans should be used as a tool to leverage & grow your 

retirement income potential.  

Financial Planning looks after all the areas of life – the foundation of financial security revolves around 

three things: 

1. Protection of Health  

2. Stability of Cash Flow 

3. Creation of Wealth 

Protecting your health is an individual decision and only a few risk management strategies can be put in 

place to mitigate this issue. Pension Plans provide the stability of cash flow during retirement allowing 

you to focus on the next item – Creation of Wealth. The problem that most individuals face is that they 

are too conservative in their investments and do not take risks in appropriate situations because they 

lack the understanding around that subject matter.  

“Risk comes from not knowing what you’re doing.” – Warren Buffet 

I’d love to hear from you if you have questions, comments or just to connect! 

All the Best, 

 

Clement Chung, CFP, CLU 

Certified Financial Planner 

 

clement.chung@manulifesecurities.ca 

www.clementchung.com 

www.linkedin.com/in/chungclement 

 

Important: This material is for informational purposes only. This material is not intended to be relied upon as 

research, investment, or tax advice and is not an implied or express recommendation, offer or solicitation to buy or 

sell any security or to adopt any particular investment or portfolio strategy. Any views and opinions expressed do not 

take into account the particular investment objectives, needs, restrictions and circumstances of a specific investor 

and, thus, should not be used as the basis of any specific investment recommendation. Please consult your financial 

and/or tax advisor for financial and/or tax information applicable to your specific situation. 

Certain statements in this presentation may be considered "forward-looking information" which may be material, 

involve risks, uncertainties or other assumptions and there is no guarantee that actual results will not differ 

significantly from those expressed in or implied by these statements. Factors include, but are not limited to, general 

global financial market conditions, interest and foreign exchange rates, economic and political factors, competition, 

legal or regulatory changes and catastrophic events. Any predictions, projections, estimates or forecasts should be 

construed as general investment or market information and no representation is being made that any investor will, or 

is likely to, achieve returns similar to those mentioned herein. 

http://www.clementchung.com/
http://www.linkedin.com/in/chungclement

