Assignment 4 FN221: Retirement Planning 
1) What types of expenses can be lowered or eliminated during retirement? 
· Insurance: The older you get, the less important it becomes to focus your attention and money on life insurance plans. "In the event of your death, [life insurance pays] your dependents or those closest to you. But when you are retired, typically the folks who were dependent on you before aren't anymore. Travel: Travel tends to increase during the early years of retirement and taper off later on. 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 rooms.
· Clothing expenses: as some jobs require professional clothing that is no need during retirement.  
· Cars: Fuel for your vehicle or public transport fares cost a lot for employees. However, during retirement, retirees would drive less which helps them lower the expenses on fuel and fares.  
· Less income means lower taxes: Those with high incomes often pay a higher income tax rate. If your income is lower in retirement than your current salary your tax bill will decrease.

· 2) What types of expenses might increase during retirement?  
· Health care costs: retirees may face higher health insurance premiums.  
· Adult children needing financial help: Your child-related costs may continue if you have a mentally or physically challenged child who needs your care, or if your children are still in the nest when you retire.
· Extensive travel: Many seniors take advantage of free time and senior discounts to travel extensively. Even if you aren't staying in luxury hotels, your travel bill is likely to increase if you plan to take more trips than in your pre-retirement days.
· Household help cost: some seniors need assistance with home maintenance.  
· 3) Explain the difference between a defined-contribution and defined benefit plan.  
· Defined contribution 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.
More and more 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, be sure to regularly let your employer know that you really appreciate your retirement plan; it’s a benefit well worth keeping.
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· Defined benefit plan 
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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