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Helping you plan today, so you can
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A Financial Windfall Can Be a Blessing—If
You Plan for It

A financial windfall may change more than your bank balance—it may change your entire
estate plan.

A financial windfall sounds like nothing but good news.

It may come from an inheritance, the sale of a business, a lawsuit settlement, a successful
investment, real estate appreciation, or even a lottery win.

Suddenly, there is more money available than you expected.
That can create opportunity. It can also create pressure.

A windfall may change your retirement plans, your tax exposure, the amount you intend to
leave your children, and the way others view your financial situation. It may also expose
weaknesses in an estate plan that worked perfectly well when your assets were more
modest.

The best first step is often not spending.

Itis pausing.

Give Yourself Time Before Making Big Decisions

People often feel pressure to act quickly after receiving a large sum of money.
They may want to:

e Pay off every debt

e Buyanewhome

e Help family members

e Make large gifts

¢ Investimmediately
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e Retire early
e Change jobs
e Startabusiness

Some of those choices may be excellent. The problem is not the decision itself. The
problem is making it before you understand how the windfall affects the rest of your
financial life.

A temporary waiting period can help you make decisions based on your long-term goals
rather than excitement, guilt, or outside pressure.

During that time, it is wise to gather your legal, tax, investment, and estate planning
advisors and look at the entire picture.

Your Old Estate Plan May No Longer Fit

An estate plan created years ago may have been based on a very different financial
situation.

Perhaps your plan left everything outright to your children because the expected
inheritance was modest. Perhaps you hamed one family member to manage funds
because the role seemed simple. Perhaps tax planning was not an issue because your
estate was well below any expected threshold.

A windfall may change all of that.
You may now need to reconsider:
e Who should inherit
¢ How much each beneficiary should receive
e Whetherinheritances should remain in trust
e Who should manage larger amounts of money
e Whether charitable gifts should be included

e Whether additional tax planning is appropriate

This information is for educational purposes only and cannot be considered legal advice, nor does the receipt of this
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e Whetheryourinsurance coverage is still sufficient
e Whether business succession documents need to be updated

The plan should reflect the estate you have now, not the estate you had when the
documents were signed.

Review Every Beneficiary Designation

A windfall often arrives through an asset that passes by beneficiary designation, such as an
inherited retirement account, life insurance proceeds, or an investment account.

At the same time, your existing beneficiary designations may be outdated.
An account may still name:

¢ Aformer spouse

o Adeceased relative

¢ Achild who is not prepared to manage a large inheritance

e Afamily member whose circumstances have changed

e No backup beneficiary at all
These forms should be reviewed along with your will and trust.

Beneficiary designations often control where an account goes, regardless of what the rest
of your estate plan says.

Consider Whether Outright Inheritances Still Make Sense

A larger estate may require more protection for the people who inherit it.
Leaving $25,000 outright to a child is very different from leaving $2 million outright.
A larger inheritance may create risks involving:

o Divorce

o Lawsuits
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Creditors

Bankruptcy

Poor financial decisions
Addiction

Outside influence

Estate taxes in the child’s own estate

A trust can allow your child to benefit from the inheritance without receiving full ownership
all at once.

The trust may provide for:

Health and medical expenses

Education

Housing

Starting or purchasing a business

Monthly or yearly support

Staggered distributions at certain ages
Lifetime protection from creditors and divorce

Additional distributions for emergencies or major opportunities

The right structure depends on the beneficiary’s age, judgment, family situation, and
financial experience.

More money does not always mean more freedom should be given immediately.
Sometimes it means more thoughtful guardrails are needed.

Family Expectations Can Change Quickly

Sudden wealth can affect family relationships.
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Relatives may ask for loans, gifts, investments, tuition assistance, or help with a home
purchase. Some requests may be reasonable. Others may place you in an uncomfortable
position.

Without a plan, each request can feel personal.
A thoughtful financial and estate plan gives you a structure for deciding:
e How much you are comfortable giving
e Whether gifts should be equal
¢ Whether loans should be documented
¢ Whether assistance should be made directly or through a trust
e Whether charitable giving is part of the plan
¢ Which requests do not fit your long-term goals
Having clear rules can make it easier to say yes when appropriate and no when necessary.

It can also reduce resentment and confusion within the family.

Protecting Yourself from Increased Exposure

Greater wealth often brings greater legal exposure.

You may become a more attractive target in a lawsuit. A business dispute may carry higher
stakes. A family member’s divorce or creditor problem may place inherited assets at risk.

Asset protection planning may include reviewing:
e Howreal estate is titled
¢ Whether business entities are properly structured
e Insurance limits
e Umbrella liability coverage
e Trust ownership

e Contractualrisks
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e Personal guarantees
e Joint ownership arrangements
The purpose is not to hide assets or avoid legitimate obligations.

Itis to organize ownership responsibly so that one legal problem does not unnecessarily
place everything else at risk.

Taxes May Become More Important

A windfall can create income tax, capital gains tax, estate tax, or gift tax concerns.
The type of windfall matters.
For example:
¢ Inherited assets may receive different tax treatment than purchased assets
¢ Retirement accounts may be taxable when withdrawn
o Selling a business may create significant capital gains
o Large gifts may require tax reporting
e Alarger estate may require more advanced estate tax planning

The original article correctly notes that a larger estate may attract more tax attention and
may make inefficient wealth transfers more costly.

Tax planning should be coordinated with the estate plan so that one strategy does not
accidentally undermine another.

Decide What You Want the Money to Do

A windfall gives you a chance to think beyond the numbers.
You may want the money to:
e Createretirement security

e Support children or grandchildren
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e Fund education
e Protectaspouse
e Help afamily member with special needs
e Support a church, charity, or community
¢ Preserve afamily business
¢ Create a lasting family legacy

These goals should guide the legal structure.

A larger estate does not simply require a larger version of the same plan. It may require a
completely different approach.

Turn Sudden Wealth into Lasting Wealth

A windfall can disappear faster than most people expect.

Taxes, spending, poor investments, family pressure, and lack of planning can slowly—or
quickly—reduce what initially seemed like life-changing wealth.

Lasting wealth is usually not accidental.
Itis managed carefully, protected thoughtfully, and transferred with purpose.

A financial windfall should create opportunity rather than confusion. With the right
planning, it can provide security during your lifetime and become a meaningful legacy for
the people and causes you care about.
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