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Individual assignment 4 (Retirement Planning)

1.) What types of expenses can be lowered or eliminated during retirement? 

During retirement, there are many expenses that can be lessen or eliminated. Firstly, 
leisure expenses can usually lessen because the more people age, the less leisure activities they can do. Second is transportation cost as people get older, the needs to travel will be lower. Third is paying off mortgage which can largely reduce monthly bills. Fourth is to downsize home because once your children are independent, you will no longer need a big house which usually comes up with high expenses such as maintenance costs. Fifth is office costs as when you retire, the expenses that can be occurred from activities with colleagues can be reduced. Some taxes can be reduced since you already retire then you have no longer need to pay payroll tax. Next is health care costs. Even though it seems to increase along with your age, it can be reduced also by purchasing a supplemental policy to medicals. 

2.) What types of expenses might increase during retirement? 

When people get older, some expenses that has no longer need for retire people can be
reduced as I already answered in the first question, however, there are some expenses which can increase also. An increase in expenses mostly comes from healthcare costs as people get older, they may get sick easier and then have to see doctor more often. Next is travel expenses because when people retire, they have more time traveling to wherever they want so this can increase traveling expenses. Besides, an increase in expenses also varies with individuals because each individual has different activities results in different expenses. Someone may have higher expenses on transportation or entertainment cost because they travel more often than someone who like to stay at home.

3.) Explain the difference between a defined-contribution and defined benefit plan. 
	
	Defined benefit plan is the fund that specifies retirement benefit amount for each participant based on the employee’s salary, years of service and a number of other factors. The plan sponsor who manage the fund bears the investment risk of ensuring the defined benefit amount is enough to pay for employees when they retire. 

	Defined-contribution plan is the fund that specifies contribution or amount that participants or employees and employers need to pay into the fund, on monthly basis. However, under this plan, there is uncertain on the retirement benefit amount based on contribution amount and return that comes from investment. Nonetheless, most participants receives pension benefit equals to their contribution amount plus employer’s contribution and return from investment on those amount.

[bookmark: _GoBack]	Hence, the difference between this two plans is the risk that employer and employee will be faced. For employer, defined benefit plan is more risk and costly than another one because they have an obligation to fund promised pension benefit for participants while defined-contribution plan has no any obligation on the account’s performance after the funds are deposited. For employee, defined benefit plan has low risk and is preferable because there is certainty on defined benefit they can get after their retirement. 
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