
The opinions expressed in this newsletter 
are for general information only and are 
not intended to provide specific advice 
or recommendations for any individual. 
To determine whether any of these 
strategies are appropriate for you, consult 
with your Cetera Investment Services 
advisor or your attorney, accountant or 
tax advisor before taking any action. 
Neither Cetera Investment Services nor 
any of its representatives may give legal 
or tax advice. Investment theories are 
provided as information only and are not 
endorsed by Cetera Investment Services. 
The information in this newsletter is not 
an offer or a solicitation of an offer to buy 
or sell any security. Advisory services may 
only be offered by Investment Adviser 
Representatives in connection with an 
appropriate Cetera Investment Services 
Advisory Services Agreement and disclosure 
brochure as provided.

I sold my home this year. Should I get ready for a big tax bill? 

Probably not. You are most likely eligible to exclude up to $250,000 of 
gain from the sale of your home. Married couples may exclude $500,000. 
To qualify, you must have owned the home and used it as your primary 
residence for at least two years of the five years preceding the sale.  
You generally can’t take advantage of this exclusion more than once 
every two years.

Example: Sam and Janet bought their home years ago for $175,000, and 
this year they sold it for $595,000. Their gain comes to $420,000, so they 
will owe no tax on the sale.

I just remarried, and my new husband claimed the $250,000 
home sale exclusion on his tax return last year. Can I sell my 
home and claim my own exclusion, or do I have to wait two 
years to sell? (We plan to file our taxes jointly.)

You are entitled to your own $250,000 exclusion, but you cannot claim 
the $500,000 exclusion otherwise allowed to married couples in your 
circumstances. You will be able to claim the larger exclusion only if you 
delay your sale until two years after your husband’s earlier home sale.
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What if you need an exit strategy?

A few years ago, The New York Times reported on the estate 
of Allen Frechter. Mr. Frechter owned Plexi-craft Quality 
Products, which he ran until the day before he died at age 
86. Frechter had no plan for keeping the business going after 
his death. In fact, given what his son, the executor of his 
estate, discovered about the business, it was surprising that 
the business lasted as long as it did.
• Purchase orders were all handwritten.
• There were no computerized customer lists.
• There wasn’t even a product list.
• Data for analyzing how the business was doing was  
not available.

Fortunately, the son had good business sense and 
experience in managing a business of his own. He was able 
to turn things around. He moved the business to a less 
expensive location, began a system of digital data entry for 
the prior six years of sales, and modernized the business in 
ways that his father was unable to do. The firm was projected to double its 
revenue in about six years.

Not every business owner has such a talented heir to take the helm. The 
better course is to plan for business succession in an orderly fashion.

The first question, perhaps the hardest question, for any business 
owner concerns the next generation of leadership. Are there fam-
ily members who will participate in the business, who eventually 
will take command? Or will key employees be in a position to 

acquire the business, with the skills needed for continued  
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Business owners’ alert

Owning a business can be a source 
of great satisfaction and, hopefully, 
financial security. But business 
owners also need to plan for their 
eventual exit from the businesses 
that they own. This edition of 
QuarterNotes explores some of 
these issues. 

If getting the big salary of an NFL 
star is so great, why do so many of 
them end up in bankruptcy? Details 
on the problems of “sudden wealth” 
are on page 3.

When you have investment 
management questions, please  
let us put our experience to work  
for you.
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What if . . . continued

A big salary is  
not enough

A 2009 story in Sports Illustrated 
suggested that 78% of NFL players 
were “in financial distress” within 
two years of retirement from football. 
This year a more formal study of the 
financial life cycle of NFL players was 
published by the National Bureau of 
Economic Research. Their findings 
were disturbing, even though not as 
sensational as the SI report.

• The median earnings of NFL players 
in the study, expressed in inflation- 
adjusted dollars, was $3.2 million. 
That is far above the median lifetime 
career earnings of most Americans.

• NFL players experience bankruptcy 
at rates well above the rest of the 
population, beginning soon after 
they retire from the NFL, with 1.9% 
going bankrupt in the second year of 
retirement.

• After 12 years of retirement, 
15.7% of the players have filed for 
bankruptcy, a rate that is roughly 
three times greater than that of 
the rest of the male population of 
comparable age.

One might expect that a player 
whose career was cut short by injury 
would be most likely to go bankrupt, 
while one with a longer career 
and higher total career earnings 
would not have a similar risk. That 
expectation was not supported 
by the data in the study. Larger 
career earnings appear to postpone 
bankruptcy but not lower the chance 
of it in the longer run.

Lessons for the rest of us

This study did not try to explain 
the phenomenon of going broke 
after several years of very high 
compensation. Certainly, some 
players did not save enough. They 
may have developed an expensive 
lifestyle that was impossible to 
maintain during retirement. A 
substantial part of player income 
goes to income taxes during their 
active years. Some observers have 
suggested that NFL players may 
choose to invest in riskier ventures, 
such as nightclubs or restaurants, 
believing that they can beat the 
odds just as they did in their football 
careers. There is no single answer.

As much as we all might wish for a 
windfall, there is a well-documented 
record of evaporation of “sudden 
wealth.” Many lottery winners 
are broke within a few years, for 
example. Inexperience with tax and 
investment issues is one part of 
the problem, of course. But there’s 
also an emotional component, 
experts have found, that needs to be 
addressed. That’s one reason for the 
common counsel to avoid rushing 
into any major decisions should one 
become suddenly wealthy. 

  

Trusted, professional advice can 
be crucial to transforming sudden 
and temporary wealth into lifetime 
financial security. A professional 
advisor can help one to:

• assess resources;

• set goals;

• develop a realistic plan for saving 
and investing;

• implement a budget; and

• monitor the financial plan over time.

Are you in a period of relative high 
income? Will you be receiving 
“sudden wealth” of some sort? We 
would be pleased to be of service 
with your investment management 
needs.

prosperity? How will these individu-
als be groomed to meet their future 
responsibilities? Alternatively, should 
a sale to a competitor be considered?

If family members will be active in the 
business, an ownership stake provides 
a critical incentive, and there may be 
long-term tax advantages as well.

The future leaders of the company are 
the people who are willing to put their 
names to a buy-sell agreement, the 
promise to acquire the business in the 
future on terms acceptable to both 
parties today.

Get a sound business valuation

The buy-sell agreement, in turn, 
must be founded upon a reasonable 
value for the business itself. Valuing 
a family business is as much an 
art as a science, and it is a job for a 
valuation expert. The vague question 
“How’s business?” must be quantified, 
reduced to numbers. Among the 
factors to consider:
• historical earnings
• dividend-paying capacity
• tangible assets
• goodwill and intangible assets
• prior sales of company stock
• values of comparable companies
• the general outlook for the industry

• the general outlook for the economy

In general, a discount is applied to 
the value of a family-owned business 
that reflects its financial fragility. 
These may include discounts for 
lack of liquidity, for minority 
interests that lack meaningful 
control or influence over 
management decisions, 
and for the harm that the 
company may suffer when 
it loses the services of key 
personnel. Family businesses do 
not typically have a “deep bench” of 
management talent.

Fundamentally, the asserted value 
of a business must pass a “willing 
buyer/willing seller” test. The 
more documentation goes into the 
valuation, the more secure all parties 
should feel about it.

Understand the tax hurdles

The valuation sets the bar for the 
seller and the buyer of the business. 
It also potentially sets the bar for the 
tax authorities. Federal estate and gift 
taxes kick in at $5.43 million in 2015. 
The threshold is usually much lower 
in the minority of states that have 
retained their “death taxes” (estate 
tax, inheritance tax, or both).

Owners of larger businesses will need 
the services of an experienced estate 
planner to address death taxes. Life 
insurance and trust planning may 

enter the picture at that point.

Given the evolving tax 
environment and the 
inherent complexity and 

unfamiliarity of estate 
planning, a “cabinet of 

advisors” also may be needed 
to create and implement any 

business succession plan. Key 
players on the team could include:

• An accountant who is familiar with 
the company’s financial history;

• An estate planning attorney who 
understands state inheritance laws as 
well as death tax exposures;

• An insurance agent to look at 
creative ways of funding the buy-sell 
agreement and developing a pool of 
capital to meet death duties;

• A banker who can bring financial 
acumen as well as access to credit at 
a critical point in the business’ life;

• All the family members who are 
active in the business, as well as key 
employees positioned for future 
leadership slots.

Assembling the team transforms 
succession planning from “something 
we need to get to” into an active 
process of executing current tasks 
and supervision of the plans that the 
team develops.

After the sale

When a successful business owner 
retires, typically there are substantial 
sales proceeds to be invested and 
managed, as well as accumulations 
in qualified retirement plans. That’s 
where we come in. We can provide 
practical investment plans that 
balance risk and reward in accordance 
with your objectives and time 
horizons. Please put our experience to 
work for you.

Rely on  
professional 

counsel

American family-owned businesses snapshot

▲  About 90% of U.S. businesses are family owned or family controlled.

▲  35% of the companies in the S&P 500 are family controlled.

▲	 17 million family-owned businesses in the U.S. produce 64% of the 
gross domestic product and employ 62% of the total work force.

▲  The number of family-owned businesses run by women is growing 
rapidly, and 52% of family-run firms have hired at least one female 
family member full-time.

▲  Annual return on assets is 6.65% higher at family firms than at 
nonfamily firms.

▲  Only 30% of family businesses make a successful transition to the 
second generation, 12% to the third generation, and 3% to a fourth 
generation.

Sources: U.S. Small Business Administration 2011; David Thane Leibell, “Succession Planning,” 
Trusts and Estates, March 2011

 Incidence of bankruptcies

NFL players each year of 
retirement

1.19%

NFL players after 12 years of 
retirement

15.70%

Americans age 25-34 1.17%

Men the same age as retired 
NFL players

0.35%

Source: Bankruptcy Rates Among NFL Players with 
Short-Lived Income Spikes, National Bureau of 
Economic Research (April 2015); M.A. Co.



What if . . . continued

A big salary is  
not enough

A 2009 story in Sports Illustrated 
suggested that 78% of NFL players 
were “in financial distress” within 
two years of retirement from football. 
This year a more formal study of the 
financial life cycle of NFL players was 
published by the National Bureau of 
Economic Research. Their findings 
were disturbing, even though not as 
sensational as the SI report.

• The median earnings of NFL players 
in the study, expressed in inflation- 
adjusted dollars, was $3.2 million. 
That is far above the median lifetime 
career earnings of most Americans.

• NFL players experience bankruptcy 
at rates well above the rest of the 
population, beginning soon after 
they retire from the NFL, with 1.9% 
going bankrupt in the second year of 
retirement.

• After 12 years of retirement, 
15.7% of the players have filed for 
bankruptcy, a rate that is roughly 
three times greater than that of 
the rest of the male population of 
comparable age.

One might expect that a player 
whose career was cut short by injury 
would be most likely to go bankrupt, 
while one with a longer career 
and higher total career earnings 
would not have a similar risk. That 
expectation was not supported 
by the data in the study. Larger 
career earnings appear to postpone 
bankruptcy but not lower the chance 
of it in the longer run.

Lessons for the rest of us

This study did not try to explain 
the phenomenon of going broke 
after several years of very high 
compensation. Certainly, some 
players did not save enough. They 
may have developed an expensive 
lifestyle that was impossible to 
maintain during retirement. A 
substantial part of player income 
goes to income taxes during their 
active years. Some observers have 
suggested that NFL players may 
choose to invest in riskier ventures, 
such as nightclubs or restaurants, 
believing that they can beat the 
odds just as they did in their football 
careers. There is no single answer.

As much as we all might wish for a 
windfall, there is a well-documented 
record of evaporation of “sudden 
wealth.” Many lottery winners 
are broke within a few years, for 
example. Inexperience with tax and 
investment issues is one part of 
the problem, of course. But there’s 
also an emotional component, 
experts have found, that needs to be 
addressed. That’s one reason for the 
common counsel to avoid rushing 
into any major decisions should one 
become suddenly wealthy. 

  

Trusted, professional advice can 
be crucial to transforming sudden 
and temporary wealth into lifetime 
financial security. A professional 
advisor can help one to:

• assess resources;

• set goals;

• develop a realistic plan for saving 
and investing;

• implement a budget; and

• monitor the financial plan over time.

Are you in a period of relative high 
income? Will you be receiving 
“sudden wealth” of some sort? We 
would be pleased to be of service 
with your investment management 
needs.

prosperity? How will these individu-
als be groomed to meet their future 
responsibilities? Alternatively, should 
a sale to a competitor be considered?

If family members will be active in the 
business, an ownership stake provides 
a critical incentive, and there may be 
long-term tax advantages as well.

The future leaders of the company are 
the people who are willing to put their 
names to a buy-sell agreement, the 
promise to acquire the business in the 
future on terms acceptable to both 
parties today.

Get a sound business valuation

The buy-sell agreement, in turn, 
must be founded upon a reasonable 
value for the business itself. Valuing 
a family business is as much an 
art as a science, and it is a job for a 
valuation expert. The vague question 
“How’s business?” must be quantified, 
reduced to numbers. Among the 
factors to consider:
• historical earnings
• dividend-paying capacity
• tangible assets
• goodwill and intangible assets
• prior sales of company stock
• values of comparable companies
• the general outlook for the industry

• the general outlook for the economy

In general, a discount is applied to 
the value of a family-owned business 
that reflects its financial fragility. 
These may include discounts for 
lack of liquidity, for minority 
interests that lack meaningful 
control or influence over 
management decisions, 
and for the harm that the 
company may suffer when 
it loses the services of key 
personnel. Family businesses do 
not typically have a “deep bench” of 
management talent.

Fundamentally, the asserted value 
of a business must pass a “willing 
buyer/willing seller” test. The 
more documentation goes into the 
valuation, the more secure all parties 
should feel about it.

Understand the tax hurdles

The valuation sets the bar for the 
seller and the buyer of the business. 
It also potentially sets the bar for the 
tax authorities. Federal estate and gift 
taxes kick in at $5.43 million in 2015. 
The threshold is usually much lower 
in the minority of states that have 
retained their “death taxes” (estate 
tax, inheritance tax, or both).

Owners of larger businesses will need 
the services of an experienced estate 
planner to address death taxes. Life 
insurance and trust planning may 

enter the picture at that point.

Given the evolving tax 
environment and the 
inherent complexity and 

unfamiliarity of estate 
planning, a “cabinet of 

advisors” also may be needed 
to create and implement any 

business succession plan. Key 
players on the team could include:

• An accountant who is familiar with 
the company’s financial history;

• An estate planning attorney who 
understands state inheritance laws as 
well as death tax exposures;

• An insurance agent to look at 
creative ways of funding the buy-sell 
agreement and developing a pool of 
capital to meet death duties;

• A banker who can bring financial 
acumen as well as access to credit at 
a critical point in the business’ life;

• All the family members who are 
active in the business, as well as key 
employees positioned for future 
leadership slots.

Assembling the team transforms 
succession planning from “something 
we need to get to” into an active 
process of executing current tasks 
and supervision of the plans that the 
team develops.

After the sale

When a successful business owner 
retires, typically there are substantial 
sales proceeds to be invested and 
managed, as well as accumulations 
in qualified retirement plans. That’s 
where we come in. We can provide 
practical investment plans that 
balance risk and reward in accordance 
with your objectives and time 
horizons. Please put our experience to 
work for you.

Rely on  
professional 

counsel

American family-owned businesses snapshot

▲  About 90% of U.S. businesses are family owned or family controlled.

▲  35% of the companies in the S&P 500 are family controlled.

▲	 17 million family-owned businesses in the U.S. produce 64% of the 
gross domestic product and employ 62% of the total work force.

▲  The number of family-owned businesses run by women is growing 
rapidly, and 52% of family-run firms have hired at least one female 
family member full-time.

▲  Annual return on assets is 6.65% higher at family firms than at 
nonfamily firms.

▲  Only 30% of family businesses make a successful transition to the 
second generation, 12% to the third generation, and 3% to a fourth 
generation.

Sources: U.S. Small Business Administration 2011; David Thane Leibell, “Succession Planning,” 
Trusts and Estates, March 2011

 Incidence of bankruptcies

NFL players each year of 
retirement

1.19%

NFL players after 12 years of 
retirement

15.70%

Americans age 25-34 1.17%

Men the same age as retired 
NFL players

0.35%

Source: Bankruptcy Rates Among NFL Players with 
Short-Lived Income Spikes, National Bureau of 
Economic Research (April 2015); M.A. Co.



The opinions expressed in this newsletter 
are for general information only and are 
not intended to provide specific advice 
or recommendations for any individual. 
To determine whether any of these 
strategies are appropriate for you, consult 
with your Cetera Investment Services 
advisor or your attorney, accountant or 
tax advisor before taking any action. 
Neither Cetera Investment Services nor 
any of its representatives may give legal 
or tax advice. Investment theories are 
provided as information only and are not 
endorsed by Cetera Investment Services. 
The information in this newsletter is not 
an offer or a solicitation of an offer to buy 
or sell any security. Advisory services may 
only be offered by Investment Adviser 
Representatives in connection with an 
appropriate Cetera Investment Services 
Advisory Services Agreement and disclosure 
brochure as provided.

I sold my home this year. Should I get ready for a big tax bill? 

Probably not. You are most likely eligible to exclude up to $250,000 of 
gain from the sale of your home. Married couples may exclude $500,000. 
To qualify, you must have owned the home and used it as your primary 
residence for at least two years of the five years preceding the sale.  
You generally can’t take advantage of this exclusion more than once 
every two years.

Example: Sam and Janet bought their home years ago for $175,000, and 
this year they sold it for $595,000. Their gain comes to $420,000, so they 
will owe no tax on the sale.

I just remarried, and my new husband claimed the $250,000 
home sale exclusion on his tax return last year. Can I sell my 
home and claim my own exclusion, or do I have to wait two 
years to sell? (We plan to file our taxes jointly.)

You are entitled to your own $250,000 exclusion, but you cannot claim 
the $500,000 exclusion otherwise allowed to married couples in your 
circumstances. You will be able to claim the larger exclusion only if you 
delay your sale until two years after your husband’s earlier home sale.

Just Ask Us

QuarterNotes is written by The Merrill Anderson Company.  
Cetera Investment Services LLC and The Merrill Anderson Company are not affiliated.

Securities and insurance products are offered through Cetera Investment Services LLC 
(doing insurance business in CA as CFGIS Insurance Agency), member FINRA/SIPC. 
Advisory services are offered through Cetera Investment Advisers LLC. Neither firm is 
affiliated with the financial institution where investment services are offered. Investments 
are: • Not FDIC/NCUSIF insured • May lose value • Not financial institution guaranteed • 
Not a deposit • Not insured by any federal government agency. Advisory services may only 
be offered by investment adviser representatives.

Third Quarter 2015

Continued on next page

What if you need an exit strategy?

A few years ago, The New York Times reported on the estate 
of Allen Frechter. Mr. Frechter owned Plexi-craft Quality 
Products, which he ran until the day before he died at age 
86. Frechter had no plan for keeping the business going after 
his death. In fact, given what his son, the executor of his 
estate, discovered about the business, it was surprising that 
the business lasted as long as it did.
• Purchase orders were all handwritten.
• There were no computerized customer lists.
• There wasn’t even a product list.
• Data for analyzing how the business was doing was  
not available.

Fortunately, the son had good business sense and 
experience in managing a business of his own. He was able 
to turn things around. He moved the business to a less 
expensive location, began a system of digital data entry for 
the prior six years of sales, and modernized the business in 
ways that his father was unable to do. The firm was projected to double its 
revenue in about six years.

Not every business owner has such a talented heir to take the helm. The 
better course is to plan for business succession in an orderly fashion.

The first question, perhaps the hardest question, for any business 
owner concerns the next generation of leadership. Are there fam-
ily members who will participate in the business, who eventually 
will take command? Or will key employees be in a position to 

acquire the business, with the skills needed for continued  

© 2015 Cetera Investment Services LLC, member FINRA/SIPC. All rights reserved.

Business owners’ alert

Owning a business can be a source 
of great satisfaction and, hopefully, 
financial security. But business 
owners also need to plan for their 
eventual exit from the businesses 
that they own. This edition of 
QuarterNotes explores some of 
these issues. 

If getting the big salary of an NFL 
star is so great, why do so many of 
them end up in bankruptcy? Details 
on the problems of “sudden wealth” 
are on page 3.

When you have investment 
management questions, please  
let us put our experience to work  
for you.

Identify  
the future 

leaders

PiatakM

Jason Vaughn

20425 Center Ridge Road 
Rocky River, OH 44116  
Phone (440) 342-7697 
jason.vaughn@fflis.com

Dave Frank

2035 Crocker Road 
Westlake, OH 44145 
Phone (440) 342-7698 
david.frank@fflis.com

Jim Lechko

Manager

1 640 Snow Road  
Parma, OH 44134 
Phone (216) 529-5625  
jim.lechko@fflis.com 

Brian Seedhouse

2035 Crocker Road 
Westlake, OH 44145 
Phone (216) 239-5684 
brian.seedhouse@fflis.com

John Landers

14806 Detroit Avenue 
Lakewood, OH 44107 
Phone (440) 341-3475 
john.landers@fflis.com

FLL Investment Services
Located at First Federal Lakewood
1640 Snow Road
Parma, OH 44134

Securities and insurance products are offered through Cetera Investment Services LLC, 
member FINRA/SIPC. Advisory Services are offered through Cetera Investment Advisers LLC. 
Investments are  • Not FDIC insured • May lose value • Not bank guaranteed • Not deposits  
• Not insured by any federal government agency. Neither Cetera Investment Services nor Cetera 
Investment Advisers are affiliated with First Federal Lakewood or its related companies.

© 2015 Cetera Investment Services LLC, member FINRA/SIPC. All rights reserved.




