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A MODEST SOCIAL SECURITY INCREASE FOR 2021
The Social Security Administration has
announced a 1.3 percent increase in
benefits in 2021, an increase even smaller
than last year’s.
Cost-of-living increases are tied to the
consumer price index, and a modest
upturn in inflation rates and gas prices means Social Security recipients will get only a
slight boost in 2021. The 1.3 percent increase is similar to last year’s 1.6 percent increase,
but much smaller than the 2.8 percent rise in 2019. The average monthly benefit of $1,523
in 2020 will go up by $20 a month to $1,543 a month for an individual beneficiary, or $240
yearly.
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The cost-of-living change also affects the maximum amount of earnings subject to the
Social Security tax, which will grow from $137,700 to $142,800.
For 2021, the monthly federal Supplemental Security Income (SSI) payment standard will
be $794 for an individual and $1,191 for a couple.
Some years a small increase means that additional income will be entirely eaten up by
higher Medicare Part B premiums. But this year, that shouldn’t be the case. The standard
monthly premium for Medicare Part B enrollees is forecast to rise $8.70 a month to
$153.30. However, due to the coronavirus pandemic, under the terms of the short-term
spending bill the increase for 2021 will be limited to 25 percent of what it would otherwise
have been.
Most beneficiaries will be able to find out their specific cost-of-living adjustment online by
logging on to my Social Security in December 2020. While you can still receive your
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increase notice by mail, you have the option to choose whether to receive your notice
online instead of on paper. For more on the 2021 Social Security benefit levels, click here.

HOW TO FIX A REQUIRED MINIMUM DISTRIBUTION
MISTAKE
The rules around required minimum
distributions from retirement accounts are
confusing, and it’s easy to slip up.
Fortunately, if you do make a mistake,
there are steps you can take to fix the
error and possibly avoid a stiff penalty.
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If you have a tax-deferred retirement plan such as a traditional IRA or 401(k), you are
required to begin taking distributions once you reach a certain age, with the withdrawn
money taxed at your then-current tax rate. If you were age 70 1/2 before the end of 2019,
you had to begin taking required minimum distributions (RMDs) in April of the year after
you turned 70. But if you were not yet 70 1/2 by the end of 2019, you can wait to take
RMDs until age 72. If you miss a withdrawal or take less than you were required to, you
must pay a 50 percent excise tax on the amount that should have been distributed but
was not.
It can be easy to miss a distribution or not withdraw the correct amount. If you make a
mistake, the first step is to quickly correct the mistake and take the correct distribution. If
you missed more than one distribution – either from multiple years or because you
withdrew from several different accounts in the same year — it is better to take each
distribution separately and for exactly the amount of the shortfall.
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The next step is to file IRS form 5329. If you have more than one missed distribution, you
can include them on one form as long as they all occurred in the same year. If you missed
distributions in multiple years, you need to file a separate form for each year. And
married couples who both miss a distribution need to each file their own forms. The form
can be tricky, so follow the instructions closely to make sure you correctly fill it out.
In addition to completing form 5329, you should submit a letter, explaining why you
missed the distribution and informing the IRS that you have now made the correct
distributions. There is no clear definition of what the IRS will consider a reasonable
explanation for missing a distribution. If the IRS does not waive the penalty, it will send
you a notice.
For more detailed information on how to correct an RMD mistake, click here.
For more information about taking money out in retirement, click here.
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