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On the Horns of a Dilemma: What
to Do With That Tax Refund? 
How a  smar t  CPA used  l i s ten ing  and  ques t ion ing  sk i l l s  to
a r r i ve  a t  a  so lu t i on .  

by  Nea l  Frank le ,  CFP

Jan ice  and  Mike  are  a  mar r ied  coup le  in
the i r  40s  w i th  two  ch i l d ren ,  ages  11  and
17 .  S teve ,  the i r  CPA,  though t  h i s  c l i en ts
wou ld  be  de l i gh ted  to  l ea rn  they wou ld
soon  rece ive  a  $5 ,000  check  f rom the i r
2005  federa l  tax  re tu rn ,  cou r tesy o f  the
Un i ted  S ta tes  T reasury .

L i t t l e  d id  he  know the  t roub le  tha t  re fund
was  about  to  cause .

Jan ice  and  Mike  ge t  a long  g rea t  f i nanc ia l l y .  They ea rn  a
combined  income o f  ove r  $110 ,000 .  They con t r i bu te  to  the i r
401(k )  p lans  a t  work  and ,  o the r  than  the i r  home mor tgage,
they a re  deb t - f ree .

Bu t  when the  coup le  sa t  down to  d i scuss  wha t  to  do  w i th
tha t  $5 ,000 ,  sparks  s ta r ted  f l y i ng .  M ike  had  h is  eye  on  a
power  saw,  a  t readmi l l  and  a  n i ce  fami l y  vaca t i on  to  the
Bahamas .  Jan ice  though t  tha t  a l l  sounded n i ce
enough  — o ther  than the  power  saw — bu t  she  though t  i t
was  more  impor tan t  to  pu t  more  money as ide  fo r  the i r
ch i l d ren ,  and  the i r  own re t i rement .

They dec ided  to  have  a  powwow wi th  S teve  to  de te rmine
which  was  be t te r .  As  an  exper ienced  CPA,  S teve  knew he
had to  be  care fu l .  Regard less  o f  wha t  recommendat ions  he
made ,  he  had  to  be  ce r ta in  bo th  Jan ice  and  M ike  le f t  h i s
o f f i ce  fee l i ng  l i ke  winners .

Bu t  how?

I f  you ’ve  ever  found  yourse l f  i n  a  s im i la r  s i tua t ion ,  take
hear t .  By  ask ing  your  c l i en ts  the  p roper  ques t i ons ,  you  can
he lp  them make  the  r i gh t  dec is ions  — and  avo id  hav ing  one
o f  the  par t i es  th row a  cha i r  th rough  your  window.

Le t ’ s  l i s ten  in  as  S teve  nav iga tes  these po ten t ia l l y
t reacherous  wate rs .

Assessing  the  S i tuat ion

Steve :  “Mike  and  Jan ice ,  I ’m happy  you came in .  I
unders tand  you ’re  t r y ing  to  dec ide  how to  use  your  tax
re tu rn  to  c rea te  the  g rea tes t  bene f i t  f o r  the  fami l y .  I s  tha t
r i gh t? ”

Both  ag reed .

Steve:  “Grea t !  Be fore  we  ge t  s ta r ted ,  l e t  me  ask  you
someth ing  ve ry  fundamenta l :  W hen  you th ink  about  money ,
wha t ’s  impor tan t  to  you?  Mike ,  why  don ’ t  you  go  f i r s t? ”

Mike:  “To  me,  money  i s  impor tan t  because  i t  p rov ides
secur i t y  fo r  ou r  fami l y . ”

Steve:  “Te l l  me ,  M ike ,  do  you fee l  you r  fami l y  i s  f i nanc ia l l y
secure  now?”

Mike:  “W el l ,  ou r  j obs  a re  secure ,  bu t  i f  Jan i ce  or  I  were
ever  l a id  o f f ,  we  rea l l y  don ’ t  have  much  o f  a  sav ings
backup .  Bu t  I  don ’ t  th ink  there ’s  much  r i sk  o f  tha t
happen ing  to  e i the r  o f  us . ”

Steve:  “You ’re  fo r tuna te  in  tha t !  I ’m de l i gh ted  your  j obs  a re
secure .  Bu t  te l l  me ,  M ike ,  how wou ld  you  pay  fo r  an
unexpec ted  f i nanc ia l  emergency ,  l i ke  the  need  to  rep lace  a
car ,  f i x  the  roo f ,  o r  someth ing  e l se?”

Mike:  “S teve ,  I  guess  we  cou ld  bo r row the  money  us ing  ou r
home equ i ty  l i ne . ”

Steve:  “You  cou ld ,  tha t ’s  t rue .  Bu t  how do you  fee l  abou t
hav ing  your  f i nanc ia l  secur i t y  based  on  bo r rowed  money?”

Mike:  “No t  too  good ,  rea l l y . ”

Steve :  “W i th  tha t  i n  mind ,  what  do  you  th ink  you  shou ld  do
wi th  tha t  $5000 tax  re fund?”

Mike:  “W el l .  I  guess  wha t  makes  the  mos t  sense  to  pu t t i ng
i t  i n to  a  ‘ ra iny  day ’  accoun t . ”

Another  happy end ing ,  r i gh t?  Not  so  fas t ,  we  s t i l l  have  to
dea l  w i th  Jan ice .

Steve:  “ Jan ice ,  your  tu rn :  W hen  you  th ink  abou t  i t ,  what ’s
mos t  impor tan t  abou t  money  to  you?”

Janice:  “W e l l ,  I ’m w i th  Mike :  money  i s  impor tan t  because  i t
p rov ides  secur i t y  fo r  ou r  fami l y . ”

Steve:  “ Is  the i r  any  o the r  reason  money  i s  impor tan t  to
you?”

Janice:  “Yes ,  money  a l so  p rov ides  f reedom…the  f reedom
to  en joy  ou rse lves  on  vaca t i ons  and  be ing  ab le  to  buy  n i ce
th ings . ”

Steve:  “Do you  fee l  you ’re  bo th  do ing  enough  to  p rov ide  fo r
your  fami l y ’s  f i nanc ia l  secur i t y? ”

Janice:  “ I ’d  say  we ’re  do ing  every th ing  we  can.  W e bare ly
make  ends  meet ,  bu t  we  save  as  much  as  we can ,  when we
can .  Tha t ’s  why  I  wan t  to  pu t  tha t  tax  re fund in  an
emergency  fund,  as  Mike  sugges ted”

Steve:  “Tha t ’s  g rea t ,  bu t  how abou t  the  f reedom to  have  a
l i t t l e  fun .  A re  you  us ing  any  o f  your  money  to  accomp l i sh
tha t  goa l ,  t oo?”

I  knew,  j us t  by  l ook ing  a t  he r ,  t he  answer  was  no !

Steve:  “ Jan ice ,  even though  Mike  wan ts  to  pu t  the  who le
$5 ,000 in to  an  emergency  fund ,  do  you  th ink  a  sma l l
po r t i on  cou ld  be  used  fo r  fami l y  fun?”

Janice:  “Sure .  W e deserve  i t ! ”

Steve:  “ Jan ice ,  wha t  pe rcen tage  o f  tha t  $5000 do  you  th ink
shou ld  go  fo r  secur i t y ,  and  wha t  percen tage  shou ld  go  fo r
f reedom and  fun?”

Janice:  “ I ’d  say  80  percen t  shou ld  go  to  secur i t y ,  because
tha t ’s  the  mos t  impor tan t  th ing ,  and  20  pe rcen t  to  fun . ”

Steve:  “How abou t  you ,  M ike?  W hat  do  you  th ink  abou t
sp l i t t i ng  the  money  and f i nd ing  a  happy  compromise?”

A Reasonable  So lut ion

At  the  end  o f  the  day,  M ike  and  Jan ice  se t t l ed  on  pu t t i ng
$4000  o f  the i r  tax  re fund  in to  a  money marke t  fund ,  and
spend ing  $1000 on  a  camping  t r i p  fo r  the  en t i re  fami l y .  I t ’ s
t rue ,  o f  course ,  the  coup le  cou ld  have  used tha t  $4 ,000  to
buy a  ce r t i f i ca te  o f  depos i t ,  wh ich  wou ld  have  g i ven  them
more  g rowth .  Bu t  the  inc reased  reward  the  CD p rov ides
wou ld  no t  be  wor th  the  downs ide  o f  l os t  l i qu id i ty  to  these
c l i en ts .

Do  you  see  wha t  j us t  happened  here?  S teve ’s  c l i en ts  to ld
h im wha t  they  wan ted  to  do  w i th  the i r  money;  S teve  d idn ’ t
r i sk  h i s  re la t i onsh ip  w i th  h i s  c l i en ts  by te l l i ng  them wha t  to
do .  He  accomp l i shed  the i r  goa l  — and  h i s  — by ask ing  the
r igh t  ques t i ons ,  and  l i s ten ing  to  the  answers  — no t  bas ing
h is  recommenda t ions  on  preconce ived  ideas .
 
And you  can do  the  same wi th  your  c l i en ts .

“ I ’m a  CPA,  no t  a  sh r ink !”you  say?  Le t  me  te l l  you
someth ing :  I f  you ’ve  been work ing  w i th  c l i en ts  fo r  more
than  one  tax  season ,  you  a l ready unders tand tha t  ha l f  o f
your  j ob  i s  be ing  a  the rap is t .  You have  to  deve lop  your
l i s ten ing  and  ques t i on ing  sk i l l s  i f  you  wan t  to  he lp  c l i en ts
make smar t  money dec is ions .

 

Nea l  Frank le  i s  the  au tho r  o f  W hy Smar t  Peop le  Lose a
For tune :  5  S teps  to  Res to r ing  Your  W ea l th  and  San i t y .
He  he lps  a f f l uen t  c l i en ts  es tab l i sh  and  imp lement  a
sa fe ty -ne t  s t ra tegy  to  p ro tec t  the i r  wea l th .  He  a lso
he lps  o the r  p ro fess iona ls ,  such  as  CPAs ,  do  the  same
fo r  the i r  c l i en ts .
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