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E

veryone wants to retire with financial
security and comfort and they want
that condition to last throughout their
retirement lifetime. But, while some people
understand that is the result of careful
planning, saving and investment, others view it
as a right of citizenship. Successful retirement
comes from planning and proper investing,
and it is not dependent on short-term swings
in investment markets. Successful retirement
is positioned in large part by the application
of prudent and time-tested investment and
planning principles – right out of the textbooks.
The reason that those principles are enshrined
in the textbooks is that they have been proven
valid over many years and market cycles.
Successful retirement is defined as attaining
one’s retirement goals. That includes sufficient
income for normal living expenses plus the
special goals that may include travel and
helping children and grandchildren. But those
goals are not usually attainable by articulating
them for the first time during retirement.

Instead they must be stated and planned
for during your working years. Our financial
planning process, and this is internationally
recognized within the financial planning
profession as valid, begins with an articulation
of goals. Those are then quantified into
concrete, numerical objectives. How much
income? What type and frequency of travel?
What potential gifts to family? What charitable
intent? The answers to those questions allow
for a personalized target to be drawn. Then
an inventory of current assets is taken along
with planned savings along the way. That
information is translated through a planning
exercise into the specific steps that must be
accomplished between now and retirement to
achieve one’s unique goals. Those projections
are carried forward for the rest of the retired
couple’s life span to determine if the plan will
sustain them through those golden years and
then manifest as an estate bequest after death
to the people and charities that are meaningful
to the retiree.
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DEMYSTIFYING OIL AND GAS
ROYALTY PAYMENTS
Lisa Brignoni, CFA
Director of Portfolio Management

I

n a recent study by Business Insider,1 North
Dakota, Colorado and Texas were named
three of the top four states for economic
growth. All had one common factor contributing
to their growth – the recent lift-off of the shale
oil and gas industry in the last decade. Though
Pennsylvania didn’t quite make Business
Insider’s list of top state economies, residents
here are also well aware of the benefits that
shale oil and gas production here has brought
to the region. There’s an uptick in the creation
of jobs relating to the energy field, but another
beneficiary of this production is the landowner
with acreage on proven reserves. For these
landowners who receive a knock on the
door from the land man from a local energy
company, the promise of a sizeable upfront
payment and long-term royalties can be a
game changer for a family. All of a sudden,
conversations can shift from how to pay off a
mountain of debt to replacing old equipment
and considering early retirement or a vacation
home. But before signing away financial
worries on the highlighted lines, doing one’s
homework on the nuances of oil and gas lease
payments will go a long way into turning a
newfound source of wealth into a long-term
actionable strategy for achieving financial
objectives.
As a financial analyst, I spend a lot of time
thinking about what questions I would have if
I was a landowner regarding the nature of the
payments to be received, since knowing this
will inform the cash flow assumptions in the
financial planning process. My preliminary
research yielded the standard information
such as upfront payments for the right to drill
and royalties as a percentage of production
revenues from the well site. The upfront
payment is easy to plan for since it is known
and has a level of certainty. The royalties
however, remain a bit of a mystery. I did come
across a royalty payment calculator that
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factored into the equation variables such as
acreage, price of oil or natural gas, minimum
percentages mandated by states amongst
other variables, but I still felt the simplistic
calculations weren’t indicative of reality. I
took my quest for knowledge to the source,
literally, and interviewed a geologist and well
site engineer. I asked what factors effect the
production levels, and thus the payments a
landowner can expect to receive. In summary,
I discovered that what once sounded like
a steady stream of income could in fact be
very erratic. However, knowing the right
questions to ask, landowners assessing their
situations can feel confident working with
financial advisors who also understand these
challenges. Specifically, these are a few of the
unique operational considerations of leasing
oil and gas drilling rights that landowners
should consider when estimating their royalty
payments:

1

Variability of lifespan of a well
site. If set up to drill and left to its own
devices, a well could produce oil and/
or gas over a relatively limited lifespan.
However, a well that is properly
maintained over time can dramatically
increase the lifespan to up to 30 years,
depending on reservoir characteristics.
When reading through a contract it
is important to note whether or not a
company’s policy on well maintenance
is described.

2 Variability in production levels.

Well sites produce oil and/or gas at
higher rates in the beginning and
then experience a precipitous drop
as early as the first few months.
When estimating royalty payments,
understanding that what you’re
receiving in month one can be
dramatically different from what you’re

receiving further down the road can
have a huge impact on your overall
financial plan.

3 Continuity of production. For the

most part, it is assumed that there will
be at least some production from a well
site each month that will in turn produce
revenue. But is this guaranteed
continuously throughout the life of
the well? Not exactly. As production
from the well tapers off, production
managers can decide to turn the taps
off. They can do this for both economic
and operational reasons. Should the
price of gas drop, production may not
be as profitable and they could shut
down. Another reason production
managers may turn off the tap is to
rebuild well pressure and stabilize
outflow. When this was described to
me I likened it to a “pressure cooker”
scenario. Wells can be shut down to
allow pressure to recover, which yields
a boost of production when needed at
a later date. This kind of disruption in
production may also alter the payments
to landowners.

With all of the complicated factors to consider,
it is no wonder that landowners demand and
seek the services of a variety of professionals
who are both trustworthy and knowledgeable
in this very niche field. Continuing to stay
on top of the changing landscape in oil and
gas leasing is important to our analysts and
advisors at Fragasso as we seek to assist
landowners as they navigate their way towards
achieving their financial objectives.

1 - Kiersz, A. (2015). How we ranked the states’
economies. Business Insider. Retrieved from http://
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REACH YOUR RETIREMENT GOALS
DESPITE LIFE CHANGES
Daniel Tatomir
Client Relationship Manager

D

espite recent market volatility, many
people are feeling better about their
ability to retire. For 25 years the
Employee Benefit Research Institute has
surveyed American workers’ feelings on
retirement and the 2015 survey finds that
22 percent of American workers are “very
confident” about their ability to afford a
comfortable retirement. That is up from 18
percent in 2014 and an increase from a record
low of 13 percent during the recession. Access
to and increased savings into a retirement plan
through an employer and IRAs are some of the
reasons for the higher level of confidence.
There are many other aspects to consider and
account for besides the basics of saving and
investing appropriately towards retirement. As
we age and life changes, we need to consider
and plan for those potential changes to reduce
potential gaps in the income our savings can
provide and the amount of income we want in
retirement.
Some changes, such as marriage or divorce,
are more typical but there are others that are
less anticipated that we have a tendency to
neglect in our planning. We should consider
and plan for these potential changes to
minimize the potential impacts on our
retirement.
• Disability Insurance: More people
have access to a retirement plan and
are taking advantage of that benefit, but
many lack sufficient disability coverage.
Too often people are forced to dip into
retirement accounts early during a
period of disability. This should be a
very last resort. A much better option is
to evaluate income needs in the event
of a disability and to supplement any

employer-sponsored coverage with an
individual disability policy.
• Long-Term Planning: Retirees
and those approaching retirement
have a tendency to think of the short
term, believing the major risk they face
is from stock market volatility. While
less obvious, inflation risk and the
erosion of income over time needs to
be taken into account. Another misstep
is only considering the current “regular”
expenses. Not only do we need to plan
for the increase in the cost of the goods
and services we consume, we should
plan for unexpected expenses. Your
plan should focus on maintaining your
desired level of income for the longer
term, not just the short term.
• Unexpected Retirement: Many
people think they will retire later than
they actually do. A recent survey1
showed that the median age at which
retirees left their primary occupation
was 58 while pre-retirees planned to
retire at 65. Unexpected events such
as job loss, health-related issues or the
needs of family members can cause us
to leave the work force early. Creating
an emergency fund and eliminating
debt can give you the ability to
minimize the financial consequences of
premature retirement and provide time
to consider all options.
• Death of a Spouse: The death
of a spouse will obviously have both
financial and non-financial impacts.
On average it costs a single person
three-quarters of what it costs a
couple to live, but the change in Social

Security could drop by more than that.
Proper financial planning should take
into account the reduction of income
and the needs of the surviving spouse.
An advisor can help with the financial
aspects, especially with clarifying social
security options, but the non-financial
aspects should be considered as well.
This can be just as important, if not
more so.
• Working in Retirement: Many
retirees say they will work in retirement
to supplement income, but only close to
20 percent actually do. To avoid a gap
in retirement income, be realistic about
your ability to work and the level of
income you will earn.
• Changes in Health: Most of us do
not accurately anticipate the gradual
changes in mental and physical
capacities that come with age. In a
survey1 of retirees, over half said there
would not be a time when they could
not make sound financial decisions;
another third thought that time was at
least 20 years away. While it can be
difficult to consider, plan for how you
want your finances handled later in life
and discuss these plans with family
members.
While we cannot know every change life might
throw at us, if we consider potential risks to our
income and plan for them in advance, we have
a better chance to reach our retirement goals.
1 - Society of Actuaries. (2014). Perspectives on Society of
Actuaries Post-Retirement Risk Research and What it Tells
About the Implications of Long Life. Retrieved from https://
www.soa.org/.../Life/.../mono-li14-4b-rappaport%20(1).pdf

www.fragassoadvisors.com • 412-227-3200 • 1-800-900-4492 • fgi@fragassoadvisors.com

3

[Cover story continued]
It is only through such an exercise that it
can be determined if the investor is on a
reasonable track toward retirement goal
fulfillment. Without that evaluation and
resulting plan the future retiree is depending on
pure dumb luck, and that isn’t a chapter in the
financial textbooks.
But, sadly, this isn’t usually done by most
families as the national statistics from
multiple surveys would attest. But why isn’t
it? Certainly procrastination is one reason.

And that delay may be borne out of fear or a
misunderstanding of the planning process.
Planning doesn’t have to result in austerity
and painful budgets. Instead, proper planning
allows for the redeployment of current assets
and income streams toward more productive
uses, usually without diminishing today’s
lifestyle. But if cutbacks need to be made,
the places and ways to get maximum benefit
from them are clearly identified in the planning
process and the potential beneficial results
quantified.

So please resolve right now that you will get to
this. Even if you feel somewhat comfortable
with your current course of action, why not
know that for sure and make the helpful
changes that may be indicated from this selfimprovement exercise. Call us now as we can
guide you toward a comfort level in knowledge,
the correct action steps and your successful
outcome.

EMPLOYEE NEWS

O

n Monday, June 29, 2015, Jennae Backo,
coordinator of marketing operations,
welcomed to the world her second baby boy,
Evan Adam Backo. Evan was born at 4:53 p.m.
and weighed a healthy 8 lbs 14 oz. Jennae,
as well as her husband Adam and her son
Jackson, are overjoyed by the expansion of
their family. Congratulations on the safe arrival
of your handsome young man!
On the evening of Saturday, Aug. 15,
Fragasso’s own Lisa Brignoni, director of
portfolio management, married fiancé and
world-travel partner, Dillion Asher.
The reception took place at the Willow
Restaurant in Pittsburgh, Pa., which offered a
relaxing and romantic atmosphere. Guests of
the wedding enjoyed good food, good wine,
and of course, great company. Congratulations
Lisa and Dillion, we all wish you a lifetime of
happiness, joy and adventure!

GIVING BACK

The firm also wished a very happy 70th
birthday to founder, chairman and CEO Bob
Fragasso on Sept. 4. Bob enjoyed a lively inoffice celebration that included lunch and a visit
from his family, including three family dogs. A
very happy birthday, Bob!
We welcomed T.J. Drost to our firm as a
financial advisor in the Zelienople office in
September. T.J., a 17-year veteran in financial
services, is responsible for the creation and
implementation of financial plans, asset
modeling, review meetings and ongoing client
dialogue and communications.

D

on’t miss getting your chills and thrills
this October by visiting Pittsburgh’s Best
Haunted House, Hundred Acres Manor.
Hundred Acres Manor spans over one mile and
has been ranked as one of the top haunted
attractions in the world. The attraction is
open every Wednesday through Sunday until
Nov. 1. Proceeds benefit Animal Friends and
Homeless Children’s Education Fund.
Visit www.hundredacresmanor.com for tickets
and hours.

Executive assistant at Fragasso, Lindsay
McArdle, married fiancé, Louis Basciotta,
Saturday, Sept. 19. The pair met six years ago
through mutual friends and have spent every
holiday together since. Lindsay and Louis said
their “I do’s” at the St. Elizabeth of Hungary
Church in Whitehall in front of 200 of their
family and friends. Afterward the bride, groom
and their guests headed to the Hilton Double
Tree Hotel where they danced the night away.
Congratulations to Lindsay and Louis and best
wishes on this wonderful journey!
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PROFILES IN PROGRESS:
JANICE MCCARTHY
William Wolfe, AIF®
Financial Advisor

J

anice McCarthy’s life has been dedicated
to a singular focus, helping others. Her
strong moral compass was developed
growing up in Pittsburgh’s North Hills where
Jan pleasantly recalls being inspired by her
mom at an early age. Their home was the
gathering spot for the neighborhood children,
family and friends. Jan adored her mom
and dreamed of having children of her own
so that she could continue to share the love
and compassion her mom spread throughout
her childhood. Naturally, leaving the comfort
of home was very difficult, but Jan’s thirst
for knowledge and independence after high
school took her to college at Adrian College in
Michigan.
Jan developed many lasting relationships in
college, however; none compared to meeting
her future husband, Mike. Jan’s roommate
introduced the two and after several group
outings, Mike gained the courage to ask for a
date. She remembers him being a confident
young man with a caring heart and a penchant
for good times.
As they matured so did their relationship.
After Mike’s tour of duty, as a Navy Seabee in
Vietnam and while Mike was an undergraduate
student at Duquesne University, they married.
After Mike earned his undergraduate degree,
he worked full-time in the Allegheny County
DA’s Crime Unit as an investigator by day
and became a full time law student by night at
Duquesne University School of Law.
During this time they were blessed with
the birth of two daughters. Jan relished her
parenting role and together Mike and Jan
made the choice for Jan to stay at home with
the children as they grew up. Giving up the

corporate grind was an easy decision for Jan,
considering she finally got the opportunity to
continue with her mother’s legacy. Jan fondly
remembers helping with homework, attending
school functions, and most importantly,
enjoying their nightly family dinners. These
things Mike always made time for, as well. Jan
credits their family’s successes to their unique
loving bond, their focus on education and
most importantly honoring the significance of
spending time with each other.
Mike was building his career as a lawyer, doing
the work he loved. In 2007 he was elected
to be a judge in Allegheny County Court of
Common Pleas where he currently serves in
the Civil Division.
Maura, their oldest daughter, graduated from
Allegheny College and lives in Los Angeles
where she is pursuing an acting career. Their
youngest, Caitlin, recently accepted a senior
buyer position with Gymboree in San Francisco
and is a proud graduate of Syracuse University.
Operating as household CEO and raising two
successful children simply wasn’t enough to
keep Jan content. She has remained active
in the community by volunteering with several
local charities. Motivated by volunteering in a
bereavement support ministry at her church,
Jan enrolled at La Roche College where she
earned a degree in psychology and then
a master’s degree in social work from the
University of Pittsburgh. Armed with the proper
education, Jan decided to concentrate on what
she does best, helping others.
Jan restarted her professional career at the
Good Grief Center, serving as the program
manager. At this non-profit organization she
developed programs to educate and support

the grieving population. While providing
services at a local hospital, Jan noticed that
little support or resources were dedicated to
the caregiving professionals.
Jan felt this should be a vital area of focus,
and that having a healthier work force would
manifest into higher quality patient care. This
enlightenment inspired her to establish her own
independent practice, Peace of Work.
Peace of Work is dedicated to providing
education, support and hope to individuals
and groups. The organization’s focus has
helped various corporations throughout the
city better manage their employees’ well-being
and strengthen corporate morale. Peace of
Work’s philosophy is simplistic but unique; help
those who help others. Jan’s work through the
organization has been tremendously fulfilling.
But Jan simply does not let time idle. She
continues to volunteer at Allegheny General
Hospital where she helped develop a “Comfort
Cart,” providing organic teas, aromatherapy,
hand massage, and healthy treats to the
hospital’s caregiving staff. The cart is taken
throughout the hospital units where volunteers
invite the caregivers to take a break and take
a breath. It’s become common practice for
nurses, physicians and support staff to ask for
the carts healing aroma therapy to enhance
their day.
Jan’s favorite word is “hope,” which makes
sense considering that is what she has
provided to so many people throughout her
life. It’s a true honor and privilege to have
Jan McCarthy associated with Fragasso but
even more importantly, as a member of our
community.
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FACTORS TO CONSIDER WHEN APPLYING
FOR SOCIAL SECURITY BENEFITS

I

n 2014, over 59 million Americans received
almost $860 billion in Social Security
benefits.1 Americans start paying into the
Social Security system when they begin to
work. While there are many opinions about
the state of Social Security and its solvency,
it is still an important component to every
retirement plan. You must be prepared to
make an informed decision about your Social
Security benefit when you become eligible
to receive it. So let’s review a few factors to
consider when you are getting ready to apply
for your Social Security benefit.

When should you take your benefit?
According to the Social Security Administration,
if you are age 62 or older, you are entitled
to begin taking your Social Security benefit.
However your full retirement age is based
on the year you were born. If you are retired
and require the income to live, then taking
the benefit when you are eligible is probably
the best decision for you and your family.
However if you are retired and do not need
the income, it may be advantageous for you
to delay taking your benefit until you reach
full retirement age. (See chart at right) The
Social Security system is designed to reward
people for delaying receipt of their benefits. By
electing to take your benefit at age 62, you will
receive a permanent 25-30 percent reduction
in benefits for the rest of your life. That can be
a significant amount of retirement income left
on the table for retirees. Additionally, if you are
between age 62 and your full retirement age
and you are still working, you may be subject
to what is called an earnings test. In 2015,
Americans who earn more than $15,720 will
have their Social Security benefits reduced
by $1 for every $2 their income is above the
$15,720 threshold. Once you stop working,
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Brianne King, AIF®
Manager of Financial Planning
your benefits will be restored to the amount
for which you were eligible when you began
taking benefits but you are still locked into
those permanent benefit reductions for life.
The Social Security Administration punishes
you for taking benefits early but it rewards
you for taking benefits after you have reached
full retirement age. This is called a delayed
retirement credit and you can receive an
additional benefit of 7-8 percent per year by
delaying your benefit until after age 70. After
age 70 you can no longer accrue delayed
retirement credits and your Social Security
benefit is now at its maximum amount. It is
important to work within your family’s financial
plan to determine the most beneficial time to
begin receiving benefits.
		

Year of Birth*

Full Retirement Age

1943-1954

66

1955

66 and 2 months

1956

66 and 4 months

1957

66 and 6 months

1958

66 and 8 months

1959

66 and 10 months

1960 and later

67

*If you were born on January 1 of any year
you should refer to the previous year. (If you
were born on the 1st of the month, we figure
your benefit, and your full retirement age, as
if your birthday was in the previous month.)
Source: Social Security Administration. (2014).
Fast Facts and Figures About Social Security.
Retrieved from: http://www.ssa.gov/policy/docs/
chartbooks/fast_facts/2014/fast_facts14.pdf

What if I never paid into the Social
Security system?
Every year that you work and pay into Social
Security you earn four credits. You need a total
of 40 credits, or 10 years of employment, to
qualify for Social Security benefits. But even
if you have not paid into the Social Security
system, you still may be entitled to receive
benefits. Spouses who have been married for
at least one year or who are the parents of a
child are entitled to up to 50 percent of their
significant other’s benefit. In addition, you do
not need to remain married to your spouse
to receive a portion of their benefit. If you
were married to your spouse for 10 years or
longer and are currently not married, you may
take your spousal benefit just as you would
if you were still married. You also do not
have to worry about communicating with your
ex-spouse regarding collecting your spousal
benefit from their record. Your spouse will not
even be notified that you are collecting on their
record.
What survivorship benefit is your family
entitled to?
Social Security benefits are exclusively for
retirement income. If your spouse has passed
away, Social Security will provide a benefit
to help you and your family. This benefit can
be extremely helpful for families, especially
if the surviving spouse was not the primary
bread winner. It is important to note that
Social Security survivorship benefits are not
a substitute to being properly insured. Life
insurance is still a critical piece to planning for
your family’s well-being if something were to
happen to you. As a widower, you are entitled
to benefits earlier than others up to a maximum
family amount. If you become a widow and
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are caring for children under the age of 16,
you are entitled to receive 75 percent of your
spouse’s Social Security benefit. This benefit
phases out as your children reach the age of
16. In addition, children are entitled to benefits
on their parents’ records. Your children can
receive 75 percent of your Social Security
benefits until they reach the age of 18. Widows
also qualify to receive their retirement benefit
at age 60, rather than 62. This benefit will still
be subjected to a percentage reduction of 71.5
percent of the full benefit.
While Social Security is an important benefit
to many retired Americans, it is also a
complicated system. It is important to make
an informed decision within the scope of your
family’s unique circumstances to determine
when and how the best time to begin receiving
benefits is for you.

WHAT THE
DEPARTMENT OF
LABOR FIDUCIARY
RULES MEAN TO YOU

1 - Social Security Administration. (2014).
Fast Facts and Figures About Social Security.
Retrieved from: http://www.ssa.gov/policy/docs/
chartbooks/fast_facts/2014/fast_facts14.pdf

Robert Fragasso, CFP®, AIF®
Chairman and Chief Executive Officer
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ou may have missed the publicity on
the Department of Labor fiduciary rules,
and who could blame you? It just
seems like so much law-talk that ultimately
doesn’t mean much to the individual investor.
But the regulations that are being debated
among the Department of Labor, the
Securities and Exchange Commission (SEC),
the Financial Industry Regulatory Authority
(FINRA) and Congress will effect every one
of us once enacted. The potential regulations
will govern all of the details surrounding
how we are supplied information on our
retirement plan investments, who provides
that information to us and in what format as
well as the fees we are charged. It is a fair
assumption to suggest that most of us do not
know how much we are being charged within
our retirement plans or if the provider of
those plans may have an inherent conflict of
interest that could impact our outcomes. The
rules could help lift those veils of confusion so
that we and our plan trustees can make more
informed and better decisions.

Consider the difference, for example, if we are
charged an extra 1 percent on our investments
over a working lifetime. Suppose we contribute
an average of $1,000 a month for 30 years to
our retirement plan. That totals $360,000 in
contributions. Paying 1 percent each year on
that incrementally accumulating money could
cost an unnecessary $55,800. If we ascribe
a 7 percent example earnings rate on that
accumulating capital, the cost of that extra
1 percent in fees totals $59,700. Yes, we
suggest, you should care about the discussion
over fiduciary standards in retirement plans.
Our firm acts as a fiduciary and we already
meet the requirements as proposed by the
Department of Labor. As such, we are required
to act in the best interest of our retirement
plans and put those interests ahead of our
own. Additionally, we must fully disclose all
fees so that the trustees and participants can
make informed decisions. Shouldn’t your
company talk to us now for an evaluation of
your current retirement plan?
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FRAGASSO NAMED
TO BARRON’S TOP
100 INDEPENDENT
ADVISORS LIST
Bob Fragasso was recently named one of the
“Top 100 Independent Advisors in America”
by Barron’s magazine, a leading financial
magazine. Fragasso was ranked No. 57 in the
United States.
Only a select group of financial advisors were
recipients of this prestigious recognition, which
highlights the most prominent men and women
in the financial services industry. The rankings
are based on assets under management,
revenues generated by advisors for their firms,
and quality of practices. Barron’s evaluates
advisors by examining regulatory records,
internal company documents and extensive
questionnaires filled out by the advisors
themselves.
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