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FN281: Retirement planning assignment 
1) What types of expenses can be lowered or eliminated during retirement? 
[bookmark: _GoBack]Credit cards: As you move into retirement, you will likely have to adjust to living on a lower income. To avoid getting into trouble, you have to ensure that you are only buying what you can afford. It is a mistake to carry a balance on a charge card as, during their retirement years, people are more likely to be living on a fixed income, and that may affect the repayment process later on. This does not mean that you can no longer use credit cards. You just have to manage you financial carefully by choosing the fee structures and payment agreements that match your financial abilities.

Travel: If you know you are going to travel more during retirement, try to factor those costs into your retirement saving ahead of time. However, regardless of prior planning, keep costs low by adjusting your travel itinerary. Shop around for the cheapest airline seats and discounted hotel room. 
Insurance: The older you get, the less important it becomes to focus your attention and money on life insurance plans. In the case of your death, life insurance pays your dependents or those closest to you. In contrast, when you are retired, typically people who were dependent on you before aren't anymore. Hence, you may no longer need life insurance or disability insurance as ditching them could save you hundreds of dollars annually.

Technology: Do not sign up and pay for anything you are not going to use, for example, paying for cable that use hardly watch it can become a major financial drain over time. You should consider slimming down on elaborate packages or turning to cheaper alternatives. 

Cars: If possible, avoid buying new vehicles as it will help you to avoid overspending on maintenance, gas and oil as well. It is important to evaluate your transportation needs to keep costs low. 
Gambling: Try to avoid recreational activities that involve spending a lot of money and not getting much, if anything, in return. Instead, choose activities that will improve your quality of life, for instance, focusing on activities that help you collect memories and experiences – not things or money. The idea is to spend what little discretionary income you have on what
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is most important to you. However, your income may not be on the upswing, so that means you have to be more careful.
Food: Food is a necessity that you can't eliminate, but there are steps you can take to help maintain a solid budget throughout retirement. For example, going for the generic or store-brand items instead of brand names. Indulging in marked-up movie theater snacks and dining at restaurants are two other things that can be cut down to save money in the long run.
Home repairs: This may be another unavoidable area for spending, but it comes down to doing your research and understanding what you need, especially if you are not able to do the repairs yourself. You cannot deny that home repair is really expensive. One thing you can do is you've got to be willing to shop around and find the best deal.

2) What types of expenses might increase during retirement? 
Travel: Many retirees are eager to do all the traveling they never had enough vacation time for while working. Hence, trying to travel on off-peak times and take advantage of last-minute deals can reduce the cost.

Entertainment: Retirees have eight or more extra hours to fill each day, which makes it easy to spend more on entertainment. Before you retire, make plans for volunteer work, search for free or low-cost activities to avoid developing expensive hobbies.

Socializing: Employees get plenty of opportunities for social interaction at the office. But socializing in retirement often means eating meals out or entertaining others in your home. Thus, it is better to try to find low-cost ways to enjoy time with friends and family.

Healthcare: Medicare usually won’t cover you if you get sick and need treatment overseas It also doesn’t fund a number of other expenses that your previous, employer-paid health insurance probably took care of. These include most dental care, eye exams, hearing aids and 
routine foot care, among others. So you probably should build some extra money for these services into your retirement budget.
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Taxes: Your income may decline during retirement, resulting in a lower marginal tax bracket and a smaller income tax bill. But if you have a lot of money in retirement plans, that are subject to  required minimum distributions every year after age 70.5, you could actually find your income and income taxes going up. Hence, if you’ve reached the age for required minimum distributions, don’t ignore them, or you’ll face a substantial tax penalty. Try to get a close estimate of how much money you’re likely to need to cover the taxes on any required minimum distributions and figure out where the money is going to come from. That could mean withdrawing more from your retirement accounts to cover the tax or taking money from non-retirement accounts, which might be taxed at a lower rate. If you are unfamiliar with the regulation, you might want to enlist the services of an accountant or a financial planner to run some different scenarios.

Household help: As you age, you may need to hire help with yard work you previously did yourself, such as raking leaves and shoveling snow. Many seniors also need assistance with physically demanding home maintenance and household chores.

Grandchildren: Gifts for grandchildren or frequent travel to visit them can be budget busters. It's a good idea to include money for gifts and a plan for bequests in your retirement budget. Aim to spend quality time with your grandchildren rather than paying for expensive toys and lessons.
Shopping: Retirement often means spending more time at home, particularly in the daylight hours. Thus, you might want to treat yourself to an up-to-date kitchen, a more luxurious bath or a separate home office where you can manage your investments or write your novel. If redecorating or remodeling would make your life more comfortable, and if you can afford it, there’s little reason to deny yourself. But don’t forget, however, that retirement can last a long time, and many of us are likely to live into our 90s or beyond. Ideally, our savings should hold out as long as we do. Therefore, one of the great things about being retired is that you don’t just have more time to shop. You also have more time to shop around for the very best deals. So take advantage of it.
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3) Explain the difference between a defined-contribution and defined benefit plan.
A defined-contribution plan specifies how much money will go into a retirement plan today. The amount typically is either a percentage of an employee's salary or a specific dollar amount. Then, those funds often are invested in mutual funds available inside the retirement plan. The amount you have at retirement depends on how much your employer contributes to the plan, how much you as the employee save in the plan, how long you leave those funds invested, and how well your investments perform inside the plan. Many employers are replacing defined benefit plans with defined contribution plans, primarily due to the expense and long-term obligations associated with running a defined benefit plan. If you have a defined benefit plan through your employer, you have to ensure to regularly let your employer know that you really appreciate your retirement plan; it’s a benefit well worth keeping.

A defined benefit plan identifies the specific benefit that will be payable to you at retirement. Your basic retirement benefit is usually based on a formula that takes into account factors like the number of years a participant works for the employer (years of service) and the participant's salary. Your retirement benefit is generally provided in the form of regular payments over your lifetime beginning at what the plan calls "normal retirement age," which is typically age 65. This stream of periodic payments is generally known as a pension or sometimes called an annuity.
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