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“In any given moment we have two options: to step forward into growth or step back into safety.” 
  – Abraham Maslow 

 
 

Big Boost for Social Security Payments 
The Social Security cost-of-living adjustment (COLA) for 2022 is 5.9%, the 
largest increase since 1983. The COLA applies to December 2021 benefits, 
payable in January 2022. The amount is based on the increase in the 
Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W) 
from Q3 of the last year a COLA was determined to Q3 of the current year (in 
this case, Q3 2020 to Q3 2021). 

Despite these annual adjustments for inflation, a recent study found that the 
buying power of Social Security benefits declined by 30% from 2000 to early 
2021, in part because the CPI-W is weighted more heavily toward items 
purchased by younger workers than by Social Security beneficiaries. 

 

Sources: Social Security Administration, 2021; The Senior Citizens League, August 11, 2021 
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COLA, an increase of $92 per 
month. 

 
Source: Social Security 
Administration, 2021 

 
 
 
 
 

$1,657 

Average monthly Social 
Security benefit for retired 
workers after the 2022 COLA. 
It was $1,565 before the 
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401(k) and IRA: A Combined Savings Strategy 
 

Contributing to an employer-sponsored retirement plan 
or an IRA is a big step on the road to retirement, but 
contributing to both can significantly boost your 
retirement assets. A recent study found that, on 
average, individuals who owned both a 401(k) and an 
IRA at some point during the six-year period of the 
study had combined balances about 2.5 times higher 
than those who owned only a 401(k) or an IRA. And 
people who owned both types of accounts consistently 
over the period had even higher balances.1 

Here is how the two types of plans can work together 
in your retirement savings strategy. 

Convenience vs. Control 
Employer-sponsored plans such as 401(k), 403(b), 
and 457(b) plans offer a convenient way to save 
through pre-tax salary deferrals, and contribution limits 
are high: $19,500 in 2021 ($20,500 in 2022) and an 
additional $6,500 if age 50 or older. Although the costs 
for investments offered in the plan may be lower than 
those offered in an IRA, these plans typically offer 
limited investment choices and have restrictions on 
control over the account. 

IRA contribution limits are much lower: $6,000 in 2021 
and 2022 ($7,000 if age 50 or older). But you can 
usually choose from a wide variety of investments, and 
the account is yours to control and keep regardless of 
your employment situation. If you leave your job, you 
can roll assets in your employer plan into your IRA.2 

Whereas contributions to an employer plan generally 
must be made by December 31, you can contribute to 
an IRA up to the April tax filing deadline. 

Matching and Diversification 
Many employer plans match a percentage of your 
contributions. If your employer offers this program, it 
would be wise to contribute at least enough to receive 
the full match. Contributing more would be better, but 
you also might consider funding your IRA, especially if 
the contributions are deductible (see below). 

Along with the flexibility and control offered by the IRA, 
holding assets in both types of accounts, with different 
underlying investments, could help diversify your 
portfolio. Diversification is a method used to help 
manage investment risk; it does not guarantee a profit 
or protect against investment loss. 

Rules and Limits 
Although annual contribution limits for employer plans 
and IRAs are separate, your ability to deduct 
traditional IRA contributions phases out at higher 
income levels if you are covered by a workplace plan: 
modified adjusted gross income (MAGI) of $66,000 to 
$76,000 for single filers and $105,000 to $125,000 for 
joint filers in 2021 ($68,000 to $78,000 and $109,000 
to $129,000 in 2022).3 You can make nondeductible 
contributions to a traditional IRA regardless of income. 

Eligibility to contribute to a Roth IRA phases out at 
higher income levels regardless of coverage by a 
workplace plan: MAGI of $125,000 to $140,000 for 
single filers and $198,000 to $208,000 for joint filers in 
2021 ($129,000 to $144,000 and $204,000 to 
$214,000 in 2022). 

 

 

Source: Investment Company Institute, 2021 
 

 

Contributions to employer-sponsored plans and 
traditional IRAs are generally made on a pre-tax or 
tax-deductible basis and accumulate tax deferred. 
Distributions are taxed as ordinary income and may be 
subject to a 10% federal income tax penalty if 
withdrawn prior to age 59½ (with certain exceptions). 
Nondeductible contributions to a traditional IRA are not 
taxable when withdrawn, but any earnings are subject 
to ordinary income tax. Required minimum 
distributions (RMDs) from employer-sponsored plans 
and traditional IRAs must begin for the year you reach 
age 72 (70½ if you were born before July 1, 1949). 
However, you are generally not required to take 
distributions from an employer plan as long as you still 
work for that employer. 

Roth IRA contributions are not deductible, but they can 
be withdrawn at any time without penalty or taxes. To 
qualify for the tax-free and penalty-free withdrawal of 
earnings, Roth IRA distributions must meet a five-year 
holding requirement and take place after age 59½ 
(with certain exceptions). Original owners of Roth IRAs 
are exempt from RMDs. Beneficiaries of all IRAs and 
employer plans must take RMDs based on their age 
and relationship to the original owner. 

1) Employee Benefit Research Institute, 2020 

2) Other options when separating from an employer include leaving the 
assets in your former employer's plan (if allowed), rolling them into a new 
employer's plan, or cashing out (usually not wise). 

3) If you are not covered by a workplace plan but your spouse is covered, 
eligibility phases out at MAGI of $198,000 to $208,000 for joint filers in 
2021 ($204,000 to $214,000 in 2022). 
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Life Insurance Beneficiary Mistakes to Avoid 
 

Life insurance has long been recognized as a useful 
way to provide for your heirs and loved ones when you 
die. Naming your policy's beneficiaries should be a 
relatively simple task. However, there are several 
situations that can easily lead to unintended and 
adverse consequences you may want to avoid. 

Not Naming a Beneficiary 
The most obvious mistake you can make is failing to 
name a beneficiary of your life insurance policy. But 
simply naming your spouse or child as beneficiary may 
not suffice. It is conceivable that you and your spouse 
could die together, or that your named beneficiary may 
die before you do. If the beneficiaries you designated 
are not living at your death, the insurance company 
may pay the death proceeds to your estate, which can 
lead to other potential problems. 

 
 

 

 
 

Death Benefit Paid to Your Estate 
If your life insurance benefit is paid to your estate, 
several undesired issues may arise. First, the 
insurance proceeds likely become subject to probate, 
which may delay the payment to your heirs. Second, 
life insurance that is part of your probate estate is 
subject to claims of your probate creditors. Not only 
might your heirs have to wait to receive their share of 
the insurance, but your creditors may satisfy their 
claims out of those proceeds first. 

Naming primary, secondary, and final beneficiaries 
may avoid having the proceeds ultimately paid to your 
estate. If the primary beneficiary dies before you do, 
then the secondary or alternate beneficiaries receive 
the proceeds. And if the secondary beneficiaries are 
unavailable to receive the death benefit, you can name 
a final beneficiary, such as a charity, to receive the 
insurance proceeds. 

Naming a Minor Child as Beneficiary 
Unintended consequences may arise if your named 
beneficiary is a minor. Insurance companies will rarely 
pay life insurance proceeds directly to a minor. 
Typically, the court appoints a guardian — a potentially 

costly and time-consuming process — to handle the 
proceeds until the minor beneficiary reaches the age 
of majority according to state law. 

If you want the life insurance proceeds to be paid for 
the benefit of a minor, consider creating a trust that 
names the minor as beneficiary. Then the trust 
manages and pays the proceeds from the insurance 
according to the terms and conditions you set out in 
the trust document. Consult with an estate attorney to 
decide on the course that works best for your situation. 

Per Capita or Per Stirpes Designations 
It's not uncommon to name multiple beneficiaries to 
share in the life insurance proceeds. But what 
happens if one of the beneficiaries dies before you do? 
Do you want the share of the deceased beneficiary to 
be added to the shares of the surviving beneficiaries, 
or do you want the share to pass to the deceased 
beneficiary's children? That's the difference between 
per stirpes and per capita. 

You don't have to use the legal terms in directing what 
is to happen if a beneficiary dies before you do, but it's 
important to indicate on the insurance beneficiary 
designation form how you want the share to pass if a 
beneficiary predeceases you. Per stirpes (by branch) 
means the share of a deceased beneficiary passes to 
the next generation in line. Per capita (by head) 
provides that the share of the deceased beneficiary is 
added to the shares of the surviving beneficiaries so 
that each receives an equal share. 

Disqualifying a Beneficiary from 
Government Assistance 
A beneficiary you name to receive your life insurance 
may be receiving or is eligible to receive government 
assistance due to a disability or other special 
circumstance. Eligibility for government benefits is 
often tied to the financial circumstances of the 
recipient. The payment of insurance proceeds may be 
a financial windfall that disqualifies your beneficiary 
from eligibility for government benefits, or the 
proceeds may have to be paid to the government 
entity as reimbursement for benefits paid. Again, an 
estate attorney can help you address this issue. 

Review All Your Beneficiary Designations 
In addition to life insurance, you may have other 
accounts that name a beneficiary. Be sure to 
periodically review the beneficiary designations on 
each of these accounts to ensure that they are in line 
with your intended wishes. 

The cost and availability of life insurance depend on 
factors such as age, health, and the type and amount 
of insurance purchased. 



 

How to Correct an Error on Your Credit Report 
 

According to the Consumer Financial Protection 
Bureau (CFPB), credit report errors more than doubled 
during the coronavirus pandemic. In addition, the 
CFPB found that many pandemic protections which 
were designed to help consumers, such as loan 
forbearance periods on federal student loans and 
federally backed mortgages, ended up negatively 
impacting their credit reports as a result of 
complications such as processing delays and 
suspended payments being marked incorrectly.1 This 
is a significant issue for many consumers, because 
credit report errors may negatively impact 
creditworthiness and potentially lead to negative 
financial consequences, such as being offered higher 
mortgage interest rates or being turned down for a job 
or an apartment lease. 

Fortunately, changes made during the pandemic have 
made it easier to stay on top of your credit report. 
Under new expanded rules, you are now eligible to 
obtain a free weekly credit report from each of the 
three nationwide credit reporting bureaus until April 20, 
2022. To obtain free reports, go to 
AnnualCreditReport.com where you can fill out an 
online form, choose the reports you want, and, after 
answering some security questions, review your 
reports online. 

If you find an error on your credit report, there are 
steps you can take to correct it. First, contact the credit 
reporting agency to dispute the error. You can do this 

online or by mail. Explain why you are disputing the 
information and be sure to include documentation that 
supports your dispute. The credit reporting bureau 
generally has 30 to 45 days to investigate the disputed 
information. Once the investigation is complete, the 
credit reporting bureau must provide you with written 
results. If the credit reporting bureau confirms that your 
credit report does contain errors, the information on 
your report must be removed or corrected. 

If you do not agree with the credit bureau's 
investigation results, you can ask that a statement of 
the dispute be included in your file and in future 
reports. You can also contact the creditor that reported 
the information to the credit reporting bureau and 
dispute it with the creditor directly. If the creditor finds 
that the information is inaccurate, it must notify each 
credit bureau to which it has reported the information 
so the information can be updated or deleted. If you 
believe the error is the result of identity theft, you may 
need to take additional steps to resolve the issue, such 
as placing a fraud alert or security freeze on your 
credit report. 

Keep in mind that correcting a credit report error can 
often be a time-consuming and emotionally draining 
process. If at any time you believe that your credit 
reporting rights are being violated, you can file a 
complaint with the Consumer Financial Protection 
Bureau at consumerfinance.gov. 

1) Consumer Financial Protection Bureau, 2021 
 

 
 

Kennedy Wealth and Tax Management, Inc. is a Registered Investment Adviser. This brochure is solely for informational purposes. 
Advisory services are only offered to clients or prospective clients where Kennedy Wealth and Tax Management, Inc. and its 
representatives are properly licensed or exempt from licensure. Past performance is no guarantee of future returns. Investing involves risk 
and possible loss of principal capital. No advice may be rendered by Kennedy Wealth and Tax Management, Inc. unless a client service 
agreement is in place. 
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