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Understanding Social Security
Over 64 million people today receive some form of Social Security benefits. (Source: Fast Facts & Figures About Social Security,
2015) But Social Security is more than just a retirement program. Its scope has expanded to include other benefits as well, such
as disability, family, and survivor's benefits.

How does Social Security work?
The Social Security system is based on a simple premise: Throughout your career, you pay a portion of your earnings into a trust
fund by paying Social Security or self-employment taxes. Your employer, if any, contributes an equal amount. In return, you
receive certain benefits that can provide income to you when you need it most--at retirement or when you become disabled, for
instance. Your family members can receive benefits based on your earnings record, too. The amount of benefits that you and your
family members receive depends on several factors, including your average lifetime earnings, your date of birth, and the type of
benefit that you're applying for.

Your earnings and the taxes you pay are reported to the Social Security Administration (SSA) by your employer, or if you are
self-employed, by the Internal Revenue Service. The SSA uses your Social Security number to track your earnings and your
benefits.

You can find out more about future Social Security benefits by signing up for a my Social Security account at the Social Security
website, www.ssa.gov, so that you can view your online Social Security Statement. Your statement contains a detailed record of
your earnings, as well as estimates of retirement, survivor's, and disability benefits. If you're not registered for an online account
and are not yet receiving benefits, you'll receive a statement in the mail every five years, from age 25 to age 60, and then annually
thereafter. You can also use the Retirement Estimator calculator on the Social Security website, as well as other benefit
calculators that can help you estimate disability and survivor's benefits.

Social Security eligibility
When you work and pay Social Security taxes, you earn credits that enable you to qualify for Social Security benefits. You can
earn up to 4 credits per year, depending on the amount of income that you have. Most people must build up 40 credits (10 years
of work) to be eligible for Social Security retirement benefits, but need fewer credits to be eligible for disability benefits or for their
family members to be eligible for survivor's benefits.

Your retirement benefits
Your Social Security retirement benefit is based on your average earnings over your working career. Your age at the time you
start receiving Social Security retirement benefits also affects your benefit amount. If you were born between 1943 and 1954, your
full retirement age is 66. Full retirement age increases in two-month increments thereafter, until it reaches age 67 for anyone born
in 1960 or later.

But you don't have to wait until full retirement age to begin receiving benefits. No matter what your full retirement age, you can
begin receiving early retirement benefits at age 62. Doing so is sometimes advantageous: Although you'll receive a reduced
benefit if you retire early, you'll receive benefits for a longer period than someone who retires at full retirement age.

You can also choose to delay receiving retirement benefits past full retirement age. If you delay retirement, the Social Security
benefit that you eventually receive will be as much as 8 percent higher. That's because you'll receive a delayed retirement credit
for each month that you delay receiving retirement benefits, up to age 70. The amount of this credit varies, depending on your
year of birth.

Disability benefits
If you become disabled, you may be eligible for Social Security disability benefits. The SSA defines disability as a physical or
mental condition severe enough to prevent a person from performing substantial work of any kind for at least a year. This is a
strict definition of disability, so if you're only temporarily disabled, don't expect to receive Social Security disability
benefits--benefits won't begin until the sixth full month after the onset of your disability. And because processing your claim may
take some time, apply for disability benefits as soon as you realize that your disability will be long term.
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Family benefits
If you begin receiving retirement or disability benefits, your family members might also be eligible to receive benefits based on
your earnings record. Eligible family members may include:

• Your spouse age 62 or older, if married at least 1 year
• Your former spouse age 62 or older, if you were married at least 10 years
• Your spouse or former spouse at any age, if caring for your child who is under age 16 or disabled
• Your children under age 18, if unmarried
• Your children under age 19, if full-time students (through grade 12) or disabled
• Your children older than 18, if severely disabled

Each family member may receive a benefit that is as much as 50 percent of your benefit. However, the amount that can be paid
each month to a family is limited. The total benefit that your family can receive based on your earnings record is about 150 to 180
percent of your full retirement benefit amount. If the total family benefit exceeds this limit, each family member's benefit will be
reduced proportionately. Your benefit won't be affected.

Survivor's benefits
When you die, your family members may qualify for survivor's benefits based on your earnings record. These family members
include:

• Your widow(er) or ex-spouse age 60 or older (or age 50 or older if disabled)
• Your widow(er) or ex-spouse at any age, if caring for your child who is under 16 or disabled
• Your children under 18, if unmarried
• Your children under age 19, if full-time students (through grade 12) or disabled
• Your children older than 18, if severely disabled
• Your parents, if they depended on you for at least half of their support

Your widow(er) or children may also receive a one-time $255 death benefit immediately after you die.

Applying for Social Security benefits
The SSA recommends apply for benefits online at the SSA website, but you can also apply by calling (800) 772-1213 or by
making an appointment at your local SSA office. The SSA suggests that you apply for benefits three months before you want your
benefits to start. If you're applying for disability or survivor's benefits, apply as soon as you are eligible.

Depending on the type of Social Security benefits that you are applying for, you will be asked to furnish certain records, such as a
birth certificate, W-2 forms, and verification of your Social Security number and citizenship. The documents must be original or
certified copies. If any of your family members are applying for benefits, they will be expected to submit similar documentation.
The SSA representative will let you know which documents you need and help you get any documents you don't already have.
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Average Social Security Retirement Income Age 65 and Older

Source: Social Security Administration
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Should I retire now at age 62 and collect Social Security benefits?

Answer:
There's no right time to begin collecting Social Security benefits, but the age at which you begin receiving benefits will affect how
much retirement income you have, so you should weigh the consequences carefully.

Keep in mind that if you collect Social Security before your full retirement age, your benefit will be permanently reduced.
Depending on the year you were born, you'll receive between 25 and 30 percent less per month if you collect benefits at age 62
than if you wait until full retirement age to begin collecting benefits. However, this doesn't necessarily mean that collecting benefits
at age 62 is unwise. In fact, unless you live to an especially old age, you may actually end up with more money if you start
collecting Social Security benefits at age 62 than if you wait until full retirement age, because you'll receive more benefit checks.

However, there are also good reasons to wait until full retirement age (or beyond) to start collecting benefits. For example, if you
work full-time past age 62, you'll have the opportunity to increase your eventual retirement benefit, particularly if you are in your
peak earnings years, because your benefit will be figured using your 35 highest earnings years. Additionally, if you'll barely scrape
by after you retire, you may want to receive as much as possible from Social Security each month. If you can wait past full
retirement age to begin collecting benefits, you will receive delayed retirement credits (up until age 70) that will permanently
increase your benefit.

Other things to consider include whether other people will be eligible to receive benefits based on your work record, your eligibility
for Medicare, your estimated life expectancy, and taxes. The Social Security Administration (SSA) has several online benefit
estimators available at www.ssa.gov that can help you make an informed decision, and you can sign up at the SSA website for a
my Social Security account so that you can view your online Social Security Statement. Your statement contains a detailed record
of your earnings, as well as estimates of retirement, survivor's, and disability benefits. It also includes other information about
Social Security that may help you plan for retirement. If you're not registered for an online account and are not yet receiving
benefits, you'll receive a statement in the mail every five years, from age 25 to age 60, and then annually thereafter. You can also
talk to an SSA representative by calling (800) 772-1213 if you have questions.
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What happens if I start collecting Social Security after full
retirement age?
Answer:
You'll get a bigger check every month. However, how much bigger depends upon what year you reach full retirement age, and
how long you postpone collecting benefits. If you were born in 1943 or later, you'll receive 2/3 of 1% for each month that you delay
collecting retirement benefits (8 percent more per year), up until age 70. So, for example, if your full retirement age is 66 and you
delay collecting benefits for 4 years, your benefit at age 70 will be 32% higher than at age 66.

You can estimate your retirement benefit online based on your actual earnings record using the Retirement Estimator calculator
on the Social Security website (www.ssa.gov). You can create different scenarios based on current law that will illustrate how
different earnings amounts and retirement ages will affect the benefit you receive. You can also visit the website to sign up for a
my Social Security account so that you can view your online Social Security Statement. Your statement contains a detailed record
of your earnings, as well as estimates of retirement, disability, and survivor's benefits. If you're not registered for an online account
and are not yet receiving benefits, you'll receive a statement in the mail every five years, from age 25 to age 60, and then annually
thereafter.
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Will my children receive money from Social Security when I die?

Answer:
Maybe. It depends on how old your children are, and how long you've worked in a job where you've paid Social Security taxes.

To be eligible for Social Security benefits when you die, your children must be age 18 or under (19 if still in high school), and
unmarried. However, if an unmarried child is disabled and was disabled before age 22, he or she can qualify for benefits based on
your record at any age; benefits for a disabled child may end, though, if your child marries or is no longer considered disabled.

In addition, you must have earned the required number of Social Security credits (generally 40, depending on your age at the time
of your death). You earn credits by working in a job where you pay Social Security taxes on your earnings. But under a special
rule that applies to young workers, your children may be eligible for benefits if you earned at least six Social Security credits in the
three years just before your death. Because you can earn only four credits per year, you must have worked at least a year and a
half to earn these six credits.

Your child may be eligible to receive up to 75% of your basic benefit (the benefit that the Social Security Administration calculates
you would have received if you had reached full retirement age at the time of your death). Various factors will affect the amount of
your child's benefit, including whether other family members are also receiving benefits on your earnings record.

You can find out more about what survivors benefits your child might receive if you die, based on your earnings record, by
checking your Social Security Statement. To access your statement, sign up for a my SocialSecurity account at the Social
Security Administration's website, www.socialsecurity.gov. If you're not registered for an online account and are not yet receiving
benefits, you'll receive a statement in the mail every five years, from age 25 to age 60, and then annually thereafter.
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Are my Social Security benefits subject to income tax?
Question:
Are my Social Security benefits subject to income tax?

Answer:
A portion of your benefits may be subject to income tax if your modified adjusted gross income (MAGI), plus one-half your Social
Security benefits, exceeds specific limits. Your MAGI equals:

• Adjusted gross income (or the adjusted gross income of you and your spouse if married and filing jointly), including wages,
interest, dividends, taxable pensions, and other sources,

• Tax-exempt interest income (e.g., interest from municipal bonds and qualified U.S. savings bonds), and
• Amounts earned in a foreign country, U.S. possession, or Puerto Rico that are exempt from tax

Up to 50 percent of your Social Security benefits may be subject to income tax if your combined income (MAGI plus one-half your
Social Security benefits) exceeds $25,000 for an individual filing single, unmarried head of household, or qualified widow(er) with
dependent ($32,000 if married and filing jointly).

If your combined income exceeds $34,000 ($44,000 if married and filing jointly), up to 85 percent of your benefits is taxable. If you
are married and filing separately, up to 85 percent of your benefits will be taxed unless you and your spouse live apart for the
entire year.

Consult an accountant or other tax professional for more information. Or, contact the Internal Revenue Service at (800) 829-1040
or www.irs.gov. Ask for Publication 554, Tax Guide for Seniors, and Publication 915, Social Security and Equivalent Railroad
Retirement Benefits.
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Securities and Investment Advisory Services are offered through Woodbury Financial Services, Inc.,
Member FINRA/SIPC. Insurance offered through Sterk Financial Services which is not affiliated with
Woodbury Financial Services, Inc.

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, or legal
advice. The information presented here is not specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and
cannot be used, by a taxpayer for the purpose of avoiding penalties that may be imposed by law.
Each taxpayer should seek independent advice from a tax professional based on his or her
individual circumstances.

These materials are provided for general information and educational purposes based upon publicly
available information from sources believed to be reliable—we cannot assure the accuracy or
completeness of these materials. The information in these materials may change at any time and
without notice.
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