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Retirement Planning
1) [bookmark: _GoBack]What types of expenses can be lowered or eliminated during retirement? 
Answer   Housing expense – May decrease if pay off mortgage
	  Income tax expense – No longer working so income is reduced lead to lower tax rate
                 Clothing expense - Don’t have to keep up with latest fashion or professional attire, just regular cloth which match to situation and current ages.
	  Working expense – Can reduce some cost for transportation to workplace including cost of vehicle gas from personal car and some cost for meals. 
2) What types of expenses might increase during retirement? 
Answer    Insurance expense – loss of employer’s contribution to health and life insurance will increase payments.
	   Medical expense – When get older, it will have high chance to encounter with many diseases so the cost of medical expense may be higher.
	   Leisure expense – Have a lot of time per day, retirees will spend more cost on entertainment, travelling, or socializing.
3) Explain the difference between a defined-contribution and defined benefit plan.  
Answer    
Defined benefit plan
- provide members with lifetime retirement income.
-Manage all investments based on strict guidelines to protect plan members.
-Pension income is based on earnings and service in the plan, the more service the bigger pension will be. 
-Offer additional benefits such as inflation protection, disability benefits and survivor benefits
Defined contribution plan
- help members accumulate retirement savings during their active career.
- Individuals decide how their money is invested, based on a range of available investment options.
- The size and length of this income will depend on various factors such as total contributions, investment returns, and interest rates. It is not certain the income will last for life. 

 

