RETIREMENT ACCOUNTS for Section 8
Your family must start two different accounts specifically for retirement (one for each spouse).  Decide how much per month you will put toward each account.

IMPORTANT THINGS TO KNOW:  At this stage of your project, it is imperative to start a retirement plan.  Actually in real life, many of you have hopefully started prior to age 31, but for this project, all of you are starting at age 31. 

Keep in mind that each person according to law can contribute a maximum of $5,000 per year in 2010 for an IRA.  If your gross salary is no more than $101,000 for single individuals and $159,000 for married couples filing joint returns, you can either choose between a Roth IRA and a Traditional IRA.  If you are over these amounts, you would need to start a Traditional IRA.  
If your employer matches your contributions to the company's retirement plan, start there.  This is called a 401(K).  If there's no match, or you've contributed enough to get full benefit of the employer match, then contribute to a Roth IRA, if you're eligible. Whatever you do in real life, just do something. A mediocre plan will always beat an outstanding plan that never became an action.

PART 1 – SPOUSE/PARTNER A:  401(k) RETIREMENT PLAN
Spouse/Partner A works at a job where his/her employer will match up to 3 % of one’s salary into retirement.  Therefore, if Spouse/Partner A puts 3% of his/her income into a 401(k), the employer matches that exact amount and puts it into YOUR 401(k).  It’s like FREE money for retirement!!!  If Spouse/Partner A puts no money into a 401(k) through work, the employer puts $0 in as well.  Not a good idea!  Even if your family can put 1% away for now, get started, and you can always increase the percentage as your salary increases.
Directions:

1. Go to this website:  http://www.bankrate.com/calculators/retirement/401k-savings-calculator.aspx.
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Fill in the savings calculator for the 401(k) plan (see illustration on right):

a. Type in $0 for amount currently saved

b. Type in Spouse/Partner A’s monthly gross salary

c. Choose 1-3 % for the salary that you are able to contribute after seeing your newly revised budget

d. Keep the same % for the percent your employer matches.

e. Use 6 % for rate of return.

f. Decide on the # of years that Spouse/Partner A would plan to retire (you are 31 years old right now!)

3. Be sure to do a “PRINTSCREEN” of your completed chart(s) and paste this page in your report as appropriate.  Ask me for help if you are not sure how to “crop” out the excess printscreen shot.

PART 2 – SPOUSE/PARTNER B:  ROTH OR TRADITIONAL IRA PLAN

Spouse/Partner B does not work for a company that offers a 401(k), so Spouse/Partner B will start up a Roth or Traditional IRA on their own.  Keep in mind that each of you can put a maximum of $5,000 a year into your account. In many situations, your family budget will not allow your family to put the maximum amount of $5,000 a year into this account!  Put an amount that fits comfortably into your family budget.
Directions:  
1. Click on this website:  http://moneychimp.com/articles/rothira/rothcalc.htm. 
2. Fill in the IRA calculator plan (see illustration on right) as follows:
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You are starting this account at the age of 31 with a $0 balance. 
b. After working out your revised family /Partner budget, decide how much money Spouse/Partner B can contribute (maximum of $5,000 a year) 
c. Use 6 percent as the expected rate of return on your investment.  
d. Decide how many years you each expect to work based on your age in this project.  Most of you will want to retire somewhere between the ages of 58-68 (perhaps longer if you need to).
e. For “Years to make Withdrawals”, assume that you retire at age 60 and would like to withdraw these funds to live off until age 85.  Therefore, you would want to withdraw these funds for 25 years. 

f. Use defaults for the Tax Bracket section.

3. Be sure to do a “PRINTSCREEN” of your completed chart(s) (as shown above) and paste this page in your report as appropriate.  Ask me for help if you are not sure how to “crop” out the excess printscreen shot.
