PROJECT 10: RETIREMENT PLANNING

INSTRUCTOR OVERVIEW
Retirement is the time in life when the major sources of income change from earned income to
employer based retirement benefits, private savings and investments, social security, etc.

INSTRUCTIONAL OBJECTIVES
As students begin their working phase of life, they should start planning for a comfortable retirement.
In this lesson, students will:
•

Examine the need to start saving early

•

Calculate how much money they will need for retirement

•

Identify sources of retirement income

•

Create a strategy for saving for retirement

CENTRAL QUESTION OR PROBLEM
How much money will I need to retire?

ASSIGNMENT RESOURCES
Students will need a computer, printer, and access to the Internet.

ASSIGNMENT LENGTH
One week

NOTES
•

This is one of my favorite projects to go through with the students. It does a nice job of making
saving for retirement relevant. It also illustrates how easy this can be if you start saving early
and often.

•

Read through the sample social security statement with the students. Make sure they
understand the vocabulary and how credits are earned. You will get feedback on whether or
not students feel social security will be around when they get ready to retire. I typically
respond that, for the purposes of this project, we are going to assume that it will be funded at
today’s levels.

•

Many experts suggest that saving for retirement requires a three-legged stool approach.

•

You must determine how much money you need in retirement.
o How much will social security contribute monthly?
o How much will your employer-based retirement benefits contribute monthly?
o How much will you need to save of your disposable income for retirement?

•

I typically walk them through the calculators during class and let them work independently to
determine their specific numbers.

•

I have received positive feedback from students on the project. Retirement seems so far
away when you are young. Understanding the steps to determine how much you need for
retirement make the process less intimidating.

PROJECT 10 ASSESSMENT

RETIREMENT PLANNING RUBRIC
This project has a total value of 20 points.
The student did not follow directions. (minus 2)

The student completed the social security piece. (plus 6)
The student did not attempt. (0 points)
The student completed the What’s Your Number worksheet. (plus 6)
The student did not attempt. (plus 0)
The student completed the retirement income calculator. (plus 6)
The student did not attempt. (plus 0)
The student completed the Three-Legged Stool worksheet. (plus 2)
The student did not attempt. (plus 0)
Total

STUDENT HANDOUT 10A

PROJECT 10 OVERVIEW: RETIREMENT PLANNING

HOW MUCH MONEY WILL I NEED TO RETIRE?
Retirement is the time in life when the major sources of income change from earned income to
employer-based retirement benefits, private savings and investments, social security, etc. In this
lesson, you will:
•

Examine the need to start saving early

•

Calculate how much money you will need for retirement

•

Identify the sources of retirement income

•

Create a strategy for saving for retirement

As you begin your working phase of life, it is a good idea to start planning what you will need to be
comfortable during retirement. You will need to start thinking about the following questions:
1. What age do I want to retire?
2. How long do I anticipate living past retirement?
3. What type of lifestyle do I want in retirement?
4. How much money will I need to maintain that lifestyle?

STUDENT HANDOUT 10B

PROJECT 10 ACTIVITY

RETIREMENT PLANNING EXERCISE
STEP 1: ESTIMATE YOUR SOCIAL SECURITY BENEFITS
Using the Social Security Administration’s website, www.ssa.gov/retire2, familiarize yourself with the
rules surrounding collecting social security benefits. Determine what age you would like to retire and
what your life expectancy might be. If you are currently working or have worked in the past, you can
access your personal information by creating an account.
Use this link to open an account and print your benefits statement:
https://secure.ssa.gov/RIL/SiView.do.
If you have not had a job or do not have a social security number, use this link to access a sample
social security benefits statement: www.ssa.gov/myaccount/SSA-7005-OL.pdf.
Understanding how much you will receive in social security benefits is the first step in planning for your
financial future during retirement.
____________ Estimated Monthly Income
____________ Estimated Yearly Income

STEP 2: FIND YOUR NUMBER
Access the retirement calculator here:
http://www.bankrate.com/calculators/retirement/retirement-calculator.aspx.
•

Enter how much you think you will need annually in retirement in the first box. To calculate the
annual income you will need for retirement, find 80% of your current household income.

•

To find the average income for the career path you have chosen (For example, if you want to
go into accounting you could use the following link to see what the national average is:
www.payscale.com/rcsearch.aspx?category=Job&str=accounting&CountryName=United+St
ates&SourceId=Country.) If you have a different career path, type the job title in the box to
the left.

•

Recall the chart from the Social Security Administration in Step 1. To find the number of years
until retirement, subtract your current age from your anticipated retirement age and enter it in
the second box.
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PROJECT 10 RETIREMENT PLANNING EXERCISE (CONTINUED)
•

To determine how many years you will need income after you retire, , you can look at the average age
of relatives. Most experts say that you should plan to live until the age of 90. This may need to be
adjusted as you grow older and as life expectancy models change.

•

In the annual inflation field, use 3 as your value.

•

For the annual yield on balance field, use 5 as your value.

•

Click calculate.

•

Print the page that shows your number. Put this with your social security benefits estimate.

STEP 3: RETIREMENT INCOME CALCULATOR
Now that you know what you need for retirement, it is important to understand how you will reach such a large
number. Use the following link and complete the questions.
https://www3.troweprice.com/ric/ricweb/public/ric.do?src=startover
•

Do not hit register or log in. Go directly to start.

•

This assignment is to be completed as an individual. Do not include a partner or spouse (click no).

•

Enter the month and year you were born, click saving for retirement, and then click next.

•

In the first box, enter how much you have saved for retirement. If you don’t have a retirement account,
indicate zero. If you are not working, assume that you contribute $100 per month to retirement savings.

•

Enter your current salary. If you aren’t working, enter the average salary for your chosen career
(determined in Step 2, above).

•

If you are currently working, enter your correct information into the workplace contributions space. If
you are not working, assume that you contribute 5% and your employer matches your 5% contribution
for a total of 10%.

•

List other contributions if they apply. Click next.

•

For asset allocation, use the default settings of 90% Stocks and 10% Bonds. Click next.

•

Enter the age you expect to retire.

•

Enter how much you think you’ll spend per month in retirement. Recall earlier we indicated that would
be 80% of your current household income.

•

Click the yes button to include the estimated social security benefit.

•

If your place of business provides a pension, include that information in the next box. If you aren’t
working, leave it blank. Click next.

•

Review the results and print the page.

You will need to turn in the social security benefits sheet, the ING number printout, and the Retirement Income
Calculator printout with your Three Legged Stool worksheet.
Be prepared to discuss how you felt about this process.
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PROJECT 10 ACTIVITY

THREE-LEGGED STOOL WORKSHEET
Planning for retirement is a three-legged stool.
Insert the dollar amount from the
retirement calculator:

How much will you need per month?

What are your monthly social security
contributions?

How much are you employer benefits
contributions per month?

What do you plan to contribute from
personal savings each month?

Will you have enough money to retire at
the age you chose?
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PROJECT 10 ADDITIONAL RESOURCES

SOCIAL SECURITY STATEMENT
Go to: http://ssa.gov/myaccount/SSA-7005-OL.pdf
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PROJECT 10 ADDITIONAL RESOURCES

SOCIAL SECURITY STATEMENT
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