
or most family and closely held businesses, 
planning for succession is among the 

toughest and most critical challenges they’ll 
face.  Not only is succession planning a part of 
ensuring business survival, it also helps owners 
identify and maximize financial opportunities 
and create a multi-generational institution that 
embodies family values. When mapping your 
plan for business succession, start by focusing 
on the following areas.

Proactive Planning

Given the many complexities involved, 
business owners should begin the planning 
process at least several years before the earliest 
point they envision exiting the business. This 
will ensure sufficient time to analyze their 
options, determine their desired course of action 
and implement the appropriate estate and tax 
planning strategies to maximize the economic 
benefits of the transition. Whether the intent is 
to sell the business or pass it along to members 
of the next generation or to management, early 
planning helps mitigate the unexpected familial, 
economic or industry changes that could impact 
the livelihood of the business.

Estate and Tax Planning

Succession planning and estate planning are 
not synonymous, but they must be in sync with 
one another to ensure the objectives of both 
are achieved. There are a number of estate 
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Recent news:
We are excited to announce 
that Senior Lead Advisor, 
Louis V. Colella, CPA/PFS, 
CFP®, has been named a 
Managing Principal of JFS 
Wealth Advisors as of April 1, 
2016.   

With over 30 years of 
experience, Lou is a seasoned 
financial advisor with a broad 
knowledge of investment 
management, wealth and estate 
planning and small business 
consulting.  Since joining JFS 
in early 2015, Lou has led 
our Hermitage and Northeast 
Ohio wealth management 
teams and will continue to do 
so as he extends his role to 
include strategic management 
of the firm.  We congratulate 
Lou on this accomplishment 
and look forward to his many 
contributions to the JFS team.

New Talent:  We are also 
proud to introduce two talented 
individuals who have recently 
joined JFS!  Shelly R. Mason, 
CPA, joins our Hermitage 
office as Staff Accountant.  

planning  tools and tax mitigation strategies 
to provide for a tax-efficient transition of 
ownership. Selecting the appropriate strategy 
will depend on whether you plan to sell 
your business outright, transfer business 
interest with a buy-sell agreement, retire 
from the business, or keep it until you die.   
Implementing these techniques early and not 
waiting until a transaction is imminent (such 
as the acceptance of an offer for the sale of the 
business) will expand the owner’s options and 
the potential benefits for the owner and his or 
her family members. These planning options 
include gifts to family members (or trusts for 
their benefit) as well as more sophisticated 
wealth-appreciating shifting strategies, such 
as grantor-retained annuity trusts and sales to 
grantor trusts.

Positioning for Sale

Because many buyers will insist on receiving 
several years of certified or audited financial 
documents for the business, owners 
considering a sale of the family business 
should first prepare themselves for the time it 
will take to make their company “transaction 
ready.”  This includes ensuring key employee 
arrangements are in place, financial records 
are sound, and legal documents are up to date.

Outside management or other professionals 

Preparing Your Family Business for Succession

http://www.huffingtonpost.com/alexandra-smyser/
estate-planning-for-blend_b_6754664.html
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MaRket coMMents

The quarter ending March 31 
was mixed. Comparative indexes 
show Q1 2016 and calendar year 
2015 performance as follows: 
S&P 500: 1.35% and 1.38%; 
Russell 2000: (1.52%) and 
(4.41%); MSCI EAFE (3.01%) 
and (0.81%); and MSCI Emerging 
Markets 5.72% and (14.92%).  
Barclays Capital US Aggregate 
Bond index returned 3.03% for 
the quarter and 0.55% for 2015. 
The numbers belie the extreme 
volatility we saw with the S&P 500 
down 10.1% YTD on February 
11 but up 1.35% by March 31.
The world feels on edge with 
random terror attacks, an unsettled 
Middle East, threatening stances in 
China, North Korea and Iran, and 
a US presidential primary season 
that is focusing more on personal 

attacks than on important 
policy issues. Under such 
circumstances, it is sometimes 
hard to focus on where the 
global economy actually stands.
Domestically, the first 
quarter exhibited growth in 
manufacturing with the Institute 
for Supply Management 
reporting factory PMI up 2.3 
points to 51.8 – a reading 
over 50.0 indicates sector 
growth. The service sector 
PMI remained steady at 53.5. 
As well, job growth continued 
while increased labor force 
participation caused the 
unemployment rate to go up 
slightly to 5%. Gross domestic 
product continues to grow 
very slowly, though. The final 
adjustment for 2015 was 1.4%, 

Portfolios 3 Month 1 Year 3 Year 5 Year
100% Stocks 0.2% -4.5% 6.5% 6.5%
100% Bonds 3.0% 2.0% 2.5% 3.8%

75% Stocks/25% Bonds 0.9% -2.9% 5.5% 5.8%
60% Stocks/40% Bonds 1.3% -1.9% 4.9% 5.4%
50% Stocks/50% Bonds 1.6% -1.3% 4.5% 5.1%
40% Stocks/60% Bonds 1.9% -0.6% 4.1% 4.9%
25% Stocks/75% Bonds 2.3% 0.3% 3.5% 4.5%

The table summarizes returns from stocks and bonds by various asset allocations. Stocks 
include the following allocations: 42% S&P 500, 18% Russell 2000, and 40% MSCI All Cap 
World ex US. Bond returns are based on the Barclays Capital Aggregate Bond Index. Returns 
for 3 and 5 years are annualized. Past performance is no indication of future results.

  Index returns for periods ending March 31, 2016

 Market Comments

and most economists are not 
anticipating more than about 
2% for 2016. While the labor 
force is expanding and wages 
are rising moderately (2.3%), 
productivity remains negative. 
The Federal Reserve has 

signaled that it will likely 
raise rates only twice in 
2016 rather than four times, 
which may be a plus for the 
market. As well, inflation 
has ticked up slightly due 
to recovering oil prices. 

partners and key employees. Not only 
might these individuals be the most logical 
parties to carry on the business once the 
owner exits, but there may be buy-sell 
agreements or other equity ownership 
arrangements in place that need to be 
addressed and provided for any transition 
of ownership to family members. When 
contemplating a sale to a third party, you 
might consider establishing an equity 
ownership or phantom equity program 
to retain, incentivize and reward key 
employees for their contributions to the 
success of the business and assistance in 
consummating a sale. 

Open and Honest Discussion

Like other pieces of the succession 
process, the task of planning for your 
business’s financial security can’t 
be done without serious, unfettered 
communication. Everyone who’s 
involved in the succession plan, whether 
the predecessor or the successor, needs to 
be fully aware of what the future holds 
and how to get there.

Even if the owner decides to pass 
the business onto family members or 
management and identifies the specific 
individuals who will take over, it is still 

Continued on page 4

may also help identify improvements and 
recommend changes to be made to the 
business, which could take a year or more to 
implement.

Identifying the Next Generation

Of all the pieces vital to succession planning, 
this may be one of the most difficult for 
business owners to tackle. Family emotions 
can run silent and deep, especially where 
money is concerned, and you might not know 
the extent of emotion around the table until 
after you have begun succession planning. A 
recent survey from Pricewaterhouse Coopers 
found that “sticky baton syndrome” – the 
reluctance of small business owners to hand 
the company over to the next generation –
affects 40 percent of family business leaders.
Many business owners may be cautious to 
place the fate of their business in the hands of 
their children because they aren’t equipped 
with the necessary skills or don’t possess the 
same enthusiasm as their parents in operating 
an enterprise.  To help ensure objectivity in 
this process, external consultants are often 
utilized.

Non-Family Members

In addition to those within your family, you 
must also consider interests of business 

advisable to have contingency plans in 
place. Unanticipated life events or changes 
in the financial conditions or prospects 
of the business may make the anticipated 
transition unviable.  To address these 
contingencies, it is important to consider 
alternate successors in advance and to be 
prepared to transition the business earlier 
than anticipated (either through accelerated 
succession or pursuit of an opportunistic 
sale). 

Despite the best of plans, life and 
economic realities sometimes disrupt the 
business owner’s path (both positively 
and negatively), so it is important to 
have a transition plan that is flexible and 
adaptive. Especially in the current M&A 
market, very attractive unsolicited offers to 
sell may come in, and if business owners 
and their businesses are not adequately 
prepared to move quickly, they may lose 
tremendous wealth opportunities.

There is no one-size-fits all approach to 
planning for your business’s succession.  
A team of professionals – including your 
financial advisor – can help you develop 
a plan so that your decades of hard work 
continues to produce for generations 
ahead.  §
 Source: Wealthmanagement.com

Preparing Your Family Business for Succession, Cont’d.



                                                                               

Recent News, cont’d.

ife after graduation is best described as a 
mix of excitement and trepidation. The 

eagerness to begin full-time employment 
with a full-time salary is coupled with the 
uncertainty that comes with serious “real 
world” decision making. 
For those of us who could go back in 
time and  relive those first years fresh out 
of college, we offer these tips to assist 
graduates in developing their path to 
financial independence.
1. Avoid post-grad lifestyle inflation.  
You’re a recent college grad, so that means 
you owe yourself a bit of luxury, right?  Not 
so fast.  That new car, new apartment and 
new sofa aren’t fulfilling your needs, and 
they aren’t helping your financial situation, 
either. Don’t be lured by department store 
credit promotions offering upward of 20%-
30% off of large purchases.  Even if you’re 
paying your balance on time, the habit of 
opening credit on a whim can negatively 
impact your credit score.  Just because 
you’ve graduated doesn’t mean you have to 
say goodbye to frugal college living.
2. Budget on a consistent basis. Matching 
your income against expenses is important 
at any age or stage in your career.  Establish 
your budget by first identifying your 
spending categories and allocate a realistic 
amount to cover each one.  Start with the 
50:30:20 budgeting framework. This rule 
allocates 50% of your income towards 
the necessities of life: housing, food, 
transportation, or other essentials; 20% 
towards financial obligations: emergency 
savings, retirement contributions, or debt 
reduction; and 30% towards personal 

choices:  cell phone and cable plans, dining 
out, or other discretionary entertainment.  
In time, you’ll develop a  system that will 
work for you and make the budgeting 
process easier.
3. Create an emergency fund.  Establish 
a savings account “nest egg” with at 
least six months’ worth of expenses 
accumulated.  This will provide you with 
enough cushion to get you through life’s 
unexpected bumps, from unemployment 
to car troubles. While this doesn’t have 
to happen overnight, you should strive to 
make steady progress over time. Keep this 
fund separated from your other accounts, 
making it less likely you will access it 
unless there is a true emergency. 
4. Manage your debt.  Don’t let an excess 
of debt weigh you down and inhibit your 
ability to get on your feet financially. If you 
have a variety of debt, such as credit card 
debt and student loans, first review debt 
interest rates. Typically, your payment plan 
should center around the balance with the 
highest rate first, with minimum payments 
to all the other balances.  Once the first 
debt is eliminated, instead of absorbing 

that payment amount into monthly cash 
flow, it should be reassigned to the next 
debt payment, and then to the next one.
5. Establish a retirement savings strategy.   
Don’t make the mistake of thinking 
retirement is too distant to be a priority.   
Take advantage of any contribution 
matching your employer provides, and 
consider enrolling in payroll deductions to 
make the habit of saving second nature. 
To illustrate the importance of saving early, 
the following scenario depicts two different 
paths - and outcomes - for a young investor:  
Renee starts putting 10% of her salary 
aside in a 401(k) retirement plan when she 
is 25 years old and earns $40,000 annually. 
She continues to save 10% of her pay for 
20 years, until she is 45 years old.  Renee 
stops saving and retires at age 65.  Dan, on 
the other hand, does not start participating 
in a 401(k) retirement plan until he is 45 
years old, and also earns $40,000 annually.  
Like Renee, he saves 10% of his pay for 20 
years, until he reaches age 65 and retires.  
Both scenarios assume total employee 
contributions of $119,112, a salary increase 
of 4% per year and average investment 
return of 7%.  The difference?  At age 65, 
Dan has accumulated $223,808, while 
Renee’s account has grown to $866,067. 
It’s clear that time is the greatest asset to a 
recent grad, and the power of compounding 
interest makes it crucial to invest early.
There may be a learning curve when it 
comes to figuring out your finances after 
college – so the sooner you master the 
details, the better off you’re going to be. §
 Source: Wall Street Journal  

Personal Finance 101 for Recent College Grads
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In her role, Shelly will support the accounting 
department with various functions including client 
billing and transactions, managing client facilities, 
and performing internal audits.

Tiffany Danso also joined our Hermitage office 
in April as Client Relationship Specialist (CRS). 
Working with our Asset Management team, Tiffany 
will be responsible for interfacing with clients 
on a regular basis and providing administrative 
functions and asset management support for our 
team of advisors. 

Please help us in extending a warm welcome to 
Shelly and Tiffany!

Quarterly Commentary: We have published our 
Q1 2016 written commentary, A Tale of Two 
Markets, which is available on the News and 
Resources page of our website. This brief piece 
delivers a more in depth look at the economic 
factors impacting the market decline in the first 
half of the quarter as well as subsequent recovery, 
putting them into context of your individual 
investing needs.

It is our goal to make these commentaries as 
meaningful as possible, so please keep us apprised 
of future topics you would find relevant to your 
interests. §
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To advise JFS if you serve 
as an officer or director of 
a publicly traded company 
or if there is any change 
relative to your service as 
an officer or director of a 
publicly traded company. 
Unless JFS is advised to the 
contrary, we will assume 
that you do not serve in such 
a capacity. 

Thank you to all of our clients for 
allowing JFS Wealth Advisors to 
serve your financial needs. We 
appreciate the opportunity.

 
 

   JFS Clients -                                
Please Remember:  



529 Plans: Funding Education for the Next Generation

JFS is a SEC registered, investment adviser with its principal place of business in the Commonwealth of Pennsylvania. JFS and its representatives are in compliance with the current registration require-
ments imposed upon registered investment advisers by those states in which JFS maintains clients. JFS may only transact business in those states in which it is registered, or qualifies for an exemption 
or exclusion from registration requirements. This brochure is limited to the dissemination of general information pertaining to its investment advisory/management services. Any subsequent, direct 
communication by JFS with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the prospec-
tive client resides. For information pertaining to the registration status of JFS, please contact JFS or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional 
information about JFS, including fees and services, send for our disclosure statement as set forth on Form ADV from JFS using the contact information herein. Please read the disclosure statement care-
fully before you invest or send money.

A copy of the JFS Wealth Advisors’ privacy disclosure and Form ADV Part 2 are available upon request.

Use your smartphone 
to scan our QR code to 
take you directly to our 
website to learn more.

Phone: 724-962-3200

Fax: 724-962-4611

Toll Free: 1.877.745.1700

info@jfswa.com

www.jfswa.com

Relationships Built on Loyalty and Trust.

   

The mission of JFS Wealth Advisors is to foster lifetime relationships with individuals, families, and organizations, assisting them with 
meeting life’s challenges and financial goals. Please contact our office directly if there is any change in your financial condition or 

investment objectives. For a full list of services, staff members, and other items of interest, please visit our website.

1479 N. Hermitage Road
Hermitage, PA 16148
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We encourage you 
to stay up to date 
on current topics of 
interest by following 
us on Twitter                
‘@JFSWealth’, and 
connect with our 
team on our LinkedIn 
and Facebook pages.

MaRket coMMents, cont’d
While S&P earnings may be lower 
in the first quarter, increasing oil 
prices and a drop in the value of 
the dollar are expected to lead to 
better earnings later in the year.  All 
in all, the economy appears to have 
some forward momentum, but it is 
perhaps not strong enough to push 
the markets out of a trading range 
until we see a sustainable increase 
in earnings.  In any event, there 
are not economic indicators that 
show a recession on the horizon.
Overseas, Europe continues to 
struggle with high unemployment, 
though that has declined some.  
Growth increased by approximately 
2% in 2015. The European Central 
Bank has again announced interest 

rate cuts and continues to buy bonds 
in an effort to stimulate the economy. 
In Asia, most countries are seeing 
an increase in manufacturing. 
China is doing better with services 
and manufacturing both up, though 
not at the pace the markets have 
come to expect in recent years. 
Japan remains slow with an average 
growth rate of less than 1% over the 
past 20 years.  Emerging markets 
are doing better as evidenced by 
the 5.72% increase in the MSCI 
Emerging Markets index during the 
first quarter. With P/E ratios below 
long-term averages for international 
developed and emerging market 
economies, and with continued 
growth, we should at some point 

see a rebound in their stock prices.
We recognize the continuing 
market challenges and the 
concerns that it causes for many, 
but we continue to recommend a 
broadly diversified US, developed, 
and international markets portfolio 
in conjunction with adequate fixed 
income for your needs. We will 
continue to revisit your planning 
and rebalancing your portfolios to 
ensure your personal goals are met.  
As always, please call us to discuss 
your concerns and to apprise your 
advisor of any changes in your 
financial goals.  We always look 
forward to hearing from you! §
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