A retirement plan sounds straightforward until you try to live inside it. Then the assumptions start arguing with
each other: the market won't cooperate on the exact years you planned to withdraw, inflation does not politely
follow your spreadsheet, and health care costs have a way of arriving before you feel ready. The way to build a

plan that actually works is less about finding a single “right” strategy and more about designing for reality.

That reality includes your cash flow, your tolerance for risk, your behavior under stress, and the messiness of
timing. It also includes one factor people underestimate: the plan is not finished the day you retire. It's finished the

day you stop adjusting it.

Below is the process I'd use if | were building a retirement plan for someone with a normal life, a fluctuating job

history, and a desire to avoid nasty surprises.

Start with the job retirement actually asks you to do

Most people plan retirement as if it's a single event. In practice, it's a multi-year assignment with recurring tasks:

budgeting, account management, tax decisions, and risk control.

The first step is to get specific about your retirement spending. Not just “we'll spend about $X.” | mean a realistic

range, tied to categories you can influence.

In my experience, the spending picture becomes useful when it answers three questions clearly. What will you

spend on essentials, what will be discretionary, and what can be deferred without breaking your quality of life?

Essentials tend to be predictable enough to model: housing, utilities, groceries, basic transportation, routine
insurance. Discretionary spending often needs two numbers, because people underestimate how quickly
“occasional” purchases become regular. And deferrable items are where the plan earns its keep: dental work, home

repairs, vacations, upgrades.

Here's the practical reason this matters. A retirement plan fails when the withdrawal rate looks safe in a
spreadsheet and is untenable when your income drops or when expenses spike. If you map your spending into

categories, you can build a plan that has levers.

A simple way to translate spending into a planning number

A useful planning number is the monthly amount you need from withdrawals after guaranteed income covers the
basics. “Guaranteed income” might include Social Security, a pension, and possibly annuity income. The remainder

becomes the part you manage with your investments.

Try to build a range, not a single point. For example, you might target spending that is 3 percent to 6 percent
higher than today’s costs early in retirement due to travel or lifestyle adjustments. Then, later, you might be able

to dial back if you hit higher medical expenses or if a parent’'s needs take precedence.

The planning number is not “what you want.” It's “what you can sustain,” with enough flexibility to survive

volatility.

Build around income, not just investments
Investments get all the attention because they're visible. Income is what actually keeps the lights on.

A plan that works has an income hierarchy. You want to know what portion of your retirement spending is likely

to keep coming regardless of market conditions.



Typically, this looks like:

1. Guaranteed income first, often Social Security and pensions.
2. Portfolio withdrawals next, adjusted based on your rules.

3. Optional income sources, if you have them, like part-time work, rental income, or deferred compensation.

If you start with income, you can avoid the most common mistake: withdrawing from volatile assets in the wrong
order. A common scenario is selling investments during a down market because the plan required fixed

withdrawals. That is where retirement portfolios quietly get depleted.

When you design income intentionally, you can shift withdrawals to match market conditions. Even small

adjustments can have outsized effects over a long horizon.

Choose your risk level, then design withdrawals to respect it
Risk is not just a percentage in a portfolio allocation chart. It's also behavioral and logistical.

Two people can hold similar investments and experience totally different retirement outcomes because one panics
during drawdowns and sells, while the other stays the course. The plan needs to account for the person, not only
the math.

A practical approach is to decide what kind of drawdown you can tolerate in real life. Can you watch your account
drop 20 percent to 30 percent without making a major emotional decision? If not, you need either more

guaranteed income, a lower withdrawal rate, more liquidity, or a different mix of assets.
Then you need withdrawal rules that align with that tolerance.

The withdrawal rule is what determines how your portfolio behaves during stress. Some people rely on a single “4
percent rule” style approach. Others use dynamic strategies that adjust withdrawals based on portfolio

performance.

Here's a grounded way to think about it. If your retirement depends on frequent withdrawals from the portfolio,
you either need a portfolio that can handle that stress or a withdrawal schedule that moves money from safer

sources when markets stumble.
In practice, that often leads to a three-part structure:

* A "near-term” bucket for spending needs in the next year or two.
* An “intermediate” bucket for the next several years.
* A growth-oriented pool intended for long-term goals.

Not every plan needs formal buckets, but the concept helps. It reduces the chance that you are forced to sell

during a downturn to meet short-term expenses.

Taxes should be a core feature, not an afterthought

I've seen too many retirement plans fail not because the portfolio was “bad,” but because the withdrawals created

avoidable tax friction.

Taxes affect both how much money you keep and how much flexibility you have. If your plan is built only on
before-tax investment returns, the end result can be misleading. Taxable accounts, Roth accounts, Traditional

accounts, and employer retirement plans each behave differently during retirement.



The biggest practical driver is retirement age considerations that withdrawals are not taxed uniformly. In
retirement, you can often choose which account to draw from each year. That decision can shift your taxable

income, affect Medicare-related surcharges, and change how much of your Social Security becomes taxable.

Rather than trying to find one universal “best” tax strategy, the better goal is to build a framework you can

execute consistently.
A good framework includes:

® Understanding your likely tax bracket in retirement (not just today).
® Estimating how required minimum distributions might change your taxable income later.

¢ |dentifying years where you might intentionally manage income upward or downward without triggering

major negative effects.

If you want a retirement plan that “actually works,” your best ally is usually a tax professional who understands
retirement distributions, or a software tool that can model account withdrawals with enough realism to guide

decisions. The point is not to become an expert overnight. It's to avoid blind spots.

Plan for health care with real numbers and real uncertainty

Health care is the category that most often breaks comfortable projections. Even if you budget carefully for
premiums and out-of-pocket costs, the true variability comes from events: a new diagnosis, a procedure, a change

in medication needs.
Start by separating health care into predictable costs and uncertain ones.

Predictable costs include ongoing premiums and typical out-of-pocket patterns. Uncertain costs are the “tail risk”
items you cannot forecast precisely. This is where ranges matter. You can model a baseline scenario and a stress

scenario.

If you are pre-Medicare, you also have to handle bridge years. Those bridge years can dominate the early
retirement budget, even for households with strong savings. If you retire before you're eligible for Medicare, the

plan needs to account for how you will pay premiums and how that interacts with your withdrawal needs.

Health care planning also affects the strategy for taxable income and account selection. If withdrawals in a given

year push your income higher than expected, some health-related costs can follow along.

A retirement plan that works treats health care like a probability distribution, not a single number.

Watch the timing, because timing is where success hides
Timing can help you avoid selling low, but it can also force you into selling low if you plan poorly.
The timing problems | see most often are:

® Retiring right before a down market without a near-term liquidity plan.
® Building withdrawals that require selling investments every month regardless of market conditions.

® Underestimating how long it takes to transition income sources, especially when Social Security claims and

retirement distributions don't align.

If you can control nothing else, control timing of cash flow. A few years of deliberate liquidity planning can mean

the difference between staying invested for the long haul and breaking the portfolio’'s compounding cycle.
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Consider using your “pre-retirement” years to build the ability to make good timing decisions later. That might
mean maintaining a taxable buffer, using savings during the transition years, or keeping bonds and cash

equivalents at levels that cover near-term needs.

This is where judgment beats theory. There's no universally perfect mix. But there is usually a correct direction:

protect the years you cannot afford to be wrong about.

Incorporate flexibility, but make it rule-based

Flexibility is what keeps a plan alive. It also prevents you from improvising under stress, which is when people

make the worst decisions.

The key is to define what “flexible” means before you need it. You can do this without rigidly locking yourself into a

single withdrawal percentage.

For example, you might set a baseline spending target, then allow reductions if the portfolio underperforms over a
set period. Alternatively, you might keep spending steady but adjust the timing of withdrawals, drawing from

different accounts and buckets depending on how markets are behaving.
The goal is to avoid two extremes:

* A plan so strict that you ignore real life.

® A plan so vague that it becomes a guess every year.

Rule-based flexibility can be simple. It can live in a small set of assumptions you revisit. If you do it well, your

decisions during market stress will feel less emotional because you already agreed on how you'll respond.

Decide what you’ll do if markets disagree with your schedule
Markets rarely follow your schedule, and sometimes they test your plan more than you expected.

You do not need to predict the future. You need to design the plan so that a bad sequence does not end the

story.

One of the most sobering lessons in retirement planning is sequence risk. Even if your long-term average returns

are solid, the order of returns can matter because retirement withdrawals happen over time.

That's why retirees with lower withdrawal rates and more guaranteed income often have a smoother experience.

They have more room to absorb a downturn without selling assets at the worst time.

However, “lower withdrawal rate” is not always feasible. So you adjust elsewhere: increase your near-term cash
needs covered by safer assets, delay retirement income, claim Social Security strategically within your allowable

choices, or reduce discretionary spending during stress years.

In many households, the “right” response is not one action. It's a combination. The best plans are the ones that

include multiple ways to reduce pressure.

A compact checklist for building a workable plan

You can treat this as a sanity check as you assemble the pieces. It's not exhaustive, but it catches the issues that

commonly cause plan failure.

* Model your retirement spending in ranges, separating essentials, discretionary, and deferrable costs.



® Establish a withdrawal framework that avoids forced selling during downturns, especially in the first few years.
® Build your income plan around guaranteed sources first, then portfolio withdrawals.
® Stress-test taxes and health care using realistic scenarios rather than a single estimate.

e Set rules for annual reviews so you adjust calmly, not reactively.

If you can answer each item clearly, you're ahead of many plans that look convincing but rely on hidden

assumptions.

Keep an eye on the few numbers that actually drive outcomes

Retirement planning often becomes overwhelming because it's easy to track everything. The more useful approach

is to track the handful of metrics that move the plan.
For many households, these are the "big movers”:

* Portfolio value relative to expected spending needs.

Safe withdrawal feasibility under a downside scenario.

Guaranteed income coverage, especially for essentials.

Taxable income trends from year to year as you shift between account types.

Health care budget assumptions and their accuracy.

| like tracking in quarters rather than constantly, because it reduces panic. It also keeps your review focused. If you

check monthly and the market is down, you'll likely want to change something before you have information.

Quarterly reviews create enough time to see the market's behavior and enough distance to think clearly about tax

and withdrawal decisions.

Review your plan on a schedule, and keep the changes small

People think they need to “rebuild” the plan every year. Usually, they need to adjust it lightly and consistently. The

consistency is what prevents drift.
Here is what a practical quarterly review can look like, assuming your finances are stable.

® Compare actual spending to your categories, especially essentials and health care.

® Check your account balances and whether your withdrawal plan is still aligned with your ranges.
® Review upcoming tax-sensitive events, like large taxable income or planned Roth conversions.

e Confirm that your near-term liquidity still covers upcoming spending needs.

* Update your stress assumptions if actual returns or costs differ materially.

This is where experience matters. Most adjustments are not dramatic. The plan survives because you catch

problems early, before they force emergency decisions.

Don’t ignore the “quiet” costs that erode returns

Retirement portfolios get evaluated on market return, but your lived outcome depends on fees, taxes, and friction.

The quiet costs are not always obvious, yet they compound.

Investment management fees and fund expense ratios matter. Taxes matter more. But also pay attention to how

often you trade or rebalance without a clear purpose, and how you structure accounts.



Another quiet cost is time and attention. If managing taxes and account withdrawals requires too much effort, you
can miss opportunities or make inconsistent decisions. That doesn’'t mean you should outsource everything. It

means you should design a plan you can execute.

Sometimes the "best” plan is the one you stick with when life gets busy, especially during job changes, family
caregiving, or health transitions.

Use real judgment about work in retirement

Working longer is not only a financial strategy, it's a risk-management tool. But it has trade-offs, and those trade-

offs are personal.
Work can:

® Reduce withdrawals from the portfolio.
® Delay claiming Social Security.

® Provide income that may be taxed differently than withdrawals from certain accounts.
Yet it can also increase stress, limit flexibility, or interfere with your ability to manage health care needs.

The right approach depends on how much work you can do comfortably and how long you expect to sustain it.
Some people work part-time during early retirement and then stop. Others keep working because the structure

helps them.

If you plan to work, build it into the model with a realistic schedule, not an optimistic assumption. You can always

retire from work later. It's harder to recover a withdrawal strategy that was built on a job that didn't last.

Common failure patterns I've seen up close
Most retirement plans don't fail because of one big mistake. They fail because several small issues line up.
Here are the patterns | see most frequently, and they're worth treating as red flags.

1. Spending assumptions are too tidy, ignoring irregular but real costs like home maintenance or health care
surprises.

. The plan depends on a constant withdrawal from volatile assets, with no buffer or flexibility.

. Taxes are ignored until withdrawals begin, then the household is forced to make late changes.

. The first years of retirement are unprotected, so downturns cause forced selling right when it matters most.
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. The portfolio is built with a risk level that the household cannot tolerate emotionally, leading to bad decisions

during drawdowns.

If you catch these early, you can usually fix them with reasonable adjustments, like changing the withdrawal

schedule, adding liquidity, or shifting account withdrawal order.

Put it all together with a plan you can defend

A retirement plan that actually works is one you can explain to yourself in plain language. Not in terms of finance

jargon, but in terms of cash flow and decision-making.

If you can say, “We know how much income we'll have each year, we know which account we'll withdraw from

under certain conditions, we know what we'll do if markets drop, and we've planned for health care,” you've built



something durable.

The plan also needs to be defensible under uncertainty. That means you're not relying on one perfect year, one

perfect market cycle, or one perfect health outcome.

Retirement rewards preparation, but it also rewards adaptability. The best plans blend both. You create structure

for decision-making, then you adjust based on what's happening, not based on fear.

If you build that kind of plan early, you don't just retire with money. You retire with options, and options are what
make retirement feel safe instead of merely scheduled.



