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“Since you are all such good customers,” 
he said, “I’m going to reduce the cost of 
your daily meal by $20.” So now dinner 
for the ten only cost $80.00. 

The group still wanted to pay their bill 
the way we pay our taxes. So the first 
four men were unaffected. They would 
still eat for free. But what about the 
other six — the paying customers? How 
could they divvy up the $20 windfall so 
that everyone would get his “fair share?” 

The six men realized that $20 divided 
by six is $3.33. But if they subtracted 
that from everybody’s share, then the 
fifth man and the sixth man would end 
up being PAID to eat their meal. So 
the restaurant owner suggested that it 
would be fair to reduce each man’s bill 
by roughly the same amount, and he 
proceeded to work out the amounts 
each should pay. 

And so the fifth man paid nothing, the 
sixth pitched in $2, the seventh paid $5, 
the eighth paid $9, the ninth paid $12, 
leaving the tenth man with a bill of $52 
instead of his earlier $59. Each of the six 
was better off than before. And the first 
four continued to eat for free. 

But once outside the restaurant, the men 

A TAX CUT AT DINNER

Note: The following story in various 
versions has been attributed to many 
sources over the years.  For a look at 
the history of this parable please see the 
website and discussion at http://www.
snopes.com/business/taxes/howtaxes.
asp

This is a VERY simple way to 
understand the tax laws. Read on — it 
does make you think!! 

Let’s put tax cuts in terms everyone can 
understand. Suppose that every day, ten 
men go out for dinner. The bill for all 
ten comes to $100. If they paid their bill 
the way we pay our taxes, it would go 
something like this: 

The first four men — the poorest — 
would pay nothing; the fifth would pay 
$1, the sixth would pay $3, the seventh 
$7, the eighth $12, the ninth $18, and 
the tenth man — the richest — would 
pay $59. 

That’s what they decided to do. The ten 
men ate dinner in the restaurant every 
day and seemed quite happy with the 
arrangement — until one day, the owner 
threw them a curve (in tax language a 
tax cut). 

RECOMMENDED WEBSITE
 
A Certified Financial Planner™ in Salem, Ore., Ron Keleman, has written a book 
based upon his experiences in 32 years of helping people plan for retirement.  His 
book, “The Confident Retirement Journey” helps people “to identify their vision 
for later life and then explains how to manage one’s finances to make that vision a 
reality.”  See the website: www.confidentretirementjourney for information about 
how to order the book.

Retirement Job websites – Look to these for ideas about jobs after you quit your full 
time job.
  www.RetiredBrains.com
  www.RetirementJobs.com

(cont. on page 2)



WHAT IS FINANCIAL 
PLANNING AND WHY 
HAVE A FINANCIAL 
PLAN AND A FINANCIAL 
ADVISOR?

There is sometimes confusion in the 
public about the role of a financial 
planner and many people who are 
not doing much more than insurance 
planning or investment management 
sometimes hold themselves out as 
practicing financial planning. Many 
financial planners such as myself 
practice what is now referred to 
as wealth management.  The FPA® 
(Financial Planning Association®) 
defines wealth management as “the 
application of a holistic approach to 

financial planning…In concrete terms 
advisers say that means being involved 
in, or at least aware of, all of the client’s 
money issues – investments, retirement  
and estate planning, insurance, 
mortgages and real estate, taxes, 
business opportunities, charitable 
donations, intergenerational wealth 
transfer and everything else having to 
do with dollars and cents – as well as 
interacting with all of the client’s other 
professional advisers.” (1)

The Certified Financial Planner Board 
of Standards has established practice 
standards which define the financial 
planning relationship with a client as 
consisting of the following 6 parts: (2)

1. Establishing and defining the 
relationship with a client. 

2. Gathering client data:  
determining a Client’s personal 
and financial goals, needs and 
priorities; obtaining quantitative 
information and documents 

3. Analyzing and evaluating the 
client’s financial status; analyzing 
and evaluating the client’s 
information 

4. Developing and presenting 
financial planning 
recommendations; Identifying 
and evaluating financial 
planning alternatives; 
developing the financial 
planning recommendations, 
presenting the financial planning 
recommendations

5. Implementing the financial 
planning recommendations; 
agreeing on implementation 
responsibilities; selecting products 
and services for implementation 

6. Monitoring; defining monitoring 
responsibilities  

Additionally, Vanguard, the money 
management firm, recently published 
a paper discussing five ways in which 
financial planners can add value. (3)  
They are as follows:

- Helping clients stay the course 
and maintain a long term 
perspective and disciplined 
approach to investing their money 
by being an effective behavioral 
coach.  (preventing clients from 
over-reacting to high or lows in 
the markets)

- Applying an asset location 
strategy – in other words helping 
to properly allocate assets between 
taxable and tax-advantaged 
accounts

- Employing cost-effective 
investments

- Maintaining the proper 
investment allocation through 
rebalancing.  As investments 
produce different returns over 
time a portfolio can drift from the 
original target allocation (stocks 
vs. bonds, International stocks vs. 
U.S. stocks, etc.) and need to be 
rebalanced back to the original 
risk/return preferences of the 
investor

- Implementing a spending strategy 
during retirement or for other 
expenses

Vanguard suggests that the added return 
from an advisor’s assistance in these 5 
areas could add up to as much as 3% in 
additional net returns. 

If you need good financial advice, be 
sure that you are seeking and receiving 
the assistance of a qualified financial 
planner who practices more than just 
investment management or insurance 
sales.

1  2005 FPA Compensation and  Staffing Study

2 CFP Board, www.cfp.net,  Standards of Professional  
   Conduct, Practice Standards

3 “Quantifying The High Value Of Advisor Advice”,  
   Financial Advisor Magazine, April 2014

IT WON’T HAPPEN
TO ME (PART III)

1. Has anyone in your family or any 
friends experienced a Long-Term 
Care need?

 (It may have been in the home, an 
assisted living facility or a nursing 
home) family members could 
have been caregivers.

2. What are the odds that you may 
need Long-Term Care? (It is more 
likely to happen than you think. …
•	 Longevity	is	on	the	rise.	We	are	

all living longer than expected.
•	 Over	40%	of	those	needing	

care today are working age 

A Tax Cut at Dinner (cont. from page 1)

began to compare their savings. “I only 
got a dollar out of the $20,” declared the 
sixth man who pointed to the tenth. “But 
he got $7!” 

“Yeah, that’s right,” exclaimed the fifth 
man, “I only saved a dollar, too . . . It’s 
unfair that he got seven times more than 
me!”. 

“That’s true!” shouted the seventh man, 
“why should he get $7 back when I got 
only $2? The wealthy get all the breaks!” 

“Wait	a	minute,”	yelled	the	first	four	men	
in	unison,	“We	didn’t	get	anything	at	all.	
The system exploits the poor!” 

The nine men surrounded the tenth and 
beat him up. The next night he didn’t 
show up for dinner, so the nine sat down 
and ate without him. 

But when it came time to pay the bill, 
they discovered, a little late what was 
very	important.	They	were	FIFTY-TWO	
DOLLARS short of paying the bill! 

And that, is how the tax system works. 
The people who pay the highest 
taxes get the most benefit from a tax 
reduction. Tax them too much, attack 
them for being wealthy, and they just 
may not show up at the table anymore.



adults.
•	 In	fact,	the	U.S.	government	

reports that 70% of people age 
65+ will require long-term care 
services at some point in their 
lives.)

3. What do you think Long-Term 
Care costs per month or per year?

 The cost can be Enormous…The 
Average Cost of Long-Term Care 
in the Akron, Ohio area in 2012:

•	 $222/day	or	$6,660/month	
for a semi-private room in a 
nursing home,

•	 $242/day	or	$7,260/month	for	
a private room in a nursing 
home,

•	 $3,713/month	for	care	in	an	
assisted living facility (one-
bedroom unit)

•	 $21/hour	for	a	home	health	
aide\ $19/hour for homemaker 
services

•	 $50/day	for	services	in	an	adult	
day health care center.

4. Who Pays for LTC services? Don’t 
count on the Government.

•	 Medicare	covers	up	to	the	first	
100 days in a nursing home 
if you are getting skilled care. 
Medicare requires that you are 
making measurable progress 
to get better every day. 
Medicare also has a homecare 
benefit. It is also short-term 
and pays for visits, not shifts.

•	 Medicaid	only	pays	for	the	
indigent, and you must spend 
down your assets to qualify. 
Medicaid generally pays 
for care in a nursing home. 
Medicaid also has a 5 year look 
back on transferred assets.

5. If you had an accident, illness or 
lived into your 90’s and needed 
care of frailty

 issues; how are you and your 
family going to pay for this care 
when needed?

 Do you want your children caring 
for you? No one is coming to your 
rescue.

6. What if the care lasted many years? 

 This could entail breakdown of 
retirement assets (and paying for 
care with dollars that are net 
taxes and penalties), selling of 
second homes and collectibles for 
less than market value,

 and general liquidation of savings 
earned over many years. How 
would this impact your spouse, 
family or retirement lifestyle?

7. Doesn’t planning ahead to provide 
care and protect your savings make 
sense?

A little planning in advance can 
change your situation later from 
an LTC distress story to a LTC 
success story.

•	 Annual	Pay	LTC	Insurance	
Plans provide monthly benefits 
when you need care or

•	 Asset	Based	LTC	Plans	–	
Simply transfer an asset you 
would otherwise use for care 
to a LTC

 -Annuity or Life Insurance-
LTC plan that advances the 
funds tax free for LTC benefits, 
may even extend benefits for 
years after, and if care is not 

needed the asset is returned 
via annuity or death benefit.

 
Long-Term Care is about individual 
responsibility. There are Only 3 ways to 
pay – Your money, LTC insurance and 
Medicaid.

Aging with dignity, choice and 
independence – takes planning

Ponder this…If you do not want your 
children to care for  
you What have you done about it?
–
Reprinted courtesy of Harding, Harding 
& Associates, Inc. 

BACK TO BASICS: 
INVESTMENT TERMS:
INVESTING BASICS – IS 
THERE A REWARD FOR 
INVESTING?

It is the expected rate of return on an 
investment that motivates individuals 
to invest in such an investment.  This 
return can be regarded as the reward for 
investing.  

The return on an investment may 
consist of more than one source.  The 
most common source is periodic 
payments such as dividends or interest. 
The other source results from an 
increase in value; in other words, being 
able to sell an investment for more 
than its original purchase price.  These 
sources are known respectively as 
current income and capital gains (or 
losses).

Current income may consist of 
interest received on bonds, interest 
on a savings account, rent from real 
estate, or dividends from stocks.  To 
be considered current income, it 
must be received as cash or be readily 
convertible into cash.

The change in the market value of an 
investment will result in either a capital 
gain or loss.  As investors, we pay an 
amount for an investment in order to 
receive not only the current income, but 
also the return of our invested dollars 
sometime in the future.

OTHER’S VOICES

“Economists are quick to speak 
of ‘market failure’, and rightly so, 
but a greater threat comes from 
‘government failure’.  Because it is 
a monopoly, government brings 
inefficiency and stagnation to most 
things it runs; government agencies 
pursue the inflation of their budgets 
rather than the service of their 
customers; pressure groups form 
an unholy alliance with agencies to 
extract more money from taxpayers 
for their members.  Yet despite all 
this, most clever people still call for 
government to run more things and 
assume that if it did so, that it would 
somehow be more perfect, more 
selfless, next time”. 

Notable & Quotable,	The	Wall	Street	
Journal, 10-4-2014, excerpt from 
Matt Ridley’s book “The Rational 
Optimist” (2011)

(continued on page 4)



The views stated in this letter 
are not necessarily the opinion 
of Cetera Advisor Networks 
LLC and should not be 
construed directly or indirectly 
as an offer to buy or sell any 
securities mentioned herein. 
Due to volatility within the 
markets mentioned, opinions 
are subject to change with 
notice. Information is based 
on sources believed to be 
reliable;  however, their 
accuracy or completeness 
cannot be guaranteed.  
Past performance does not 
guarantee future results.

9050 Sweet Valley Drive
Valley View, Ohio 44125

Financial Forum is a quarterly publication by
Austin J. Linden, III, CLU, CHFC, CFP®. 

Austin J. Linden, III is an Investment Advisor 
Representative offering advisory services and 

securities through Cetera Advisor Networks LLC, 
member FINRA/SIPC.  Cetera is under separate 

ownership from any other named entity.
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Back to Basics (continued from page 3)

The level of return on a given 
investment will be affected by key 
factors such as internal characteristics, 
external forces, and inflation.     

Internal characteristics include such 
factors as the type of investment vehicle, 
the way the investment is financed (debt 
vs. equity), the quality of management, 
and the customer base of the issuer of 
the investment.  A large well managed 
manufacturer with a major reliable 
customer will probably have a different 
level of return than a small, poorly 
managed, heavily debt-financed 
manufacturer with an erratic customer 
base.

External forces consist of such factors 
as war, shortages, Federal Reserve 
actions, political events, price controls, 
and as we have seen recently – general 
recessions. These forces are beyond the 
control of the issuer of the investment 
and may also affect the rate of return.  
Different investments may be affected 
very differently by such forces.  One 
investment’s return may increase from 
such a force while another may decrease.

Inflation will usually result in rising 
interest rates, which can significantly 
affect returns.  Depending upon what 
actions, if any, the government takes to 
control inflation, it can either increase, 
decrease, or have no effect on returns.  
In addition each type of investment will 
react differently to inflation.

The time value of money is related 
to the fact that the value of money is 
affected by the point in time when one 
expects to receive it.  The sooner one 
receives a return on an investment the 
better. 

* Adapted from Fundamentals of Investing, Gitman & 
Joehnk, pp 170-174, 1990

The views in this letter are not necessarily the opinion 
of Cetera Advisor Networks LLC and should not be 
construed directly or indirectly as an offer to buy or sell 
any securities mentioned herein.  Due to the volatility 
within the markets mentioned, opinions are subject to 
change with notice.  Information is based on sources 
believed to be reliable; however, their accuracy or 
completeness cannot be guaranteed.  Past performance 
does not guarantee future results.

For a comprehensive review of your personal 
situation, always consult with a tax or legal advisor.  
Neither Cetera Advisor Networks LLC or any of its 
representatives may give legal or tax advice.


