Six tips for dealing with a financial windfall | City & Shore Magazine

ABOUT US ADVERTISE CONTACT US GET YOUR COPY

CITYSSHORE

MAGAZINE

12/9/15, 9:28 AM

3

SIX TIPS FOR DEALING WITH A FINANCIAL WINDFALL

In The City

By Robyn A. Friedman

Did you win the lottery? Inherit some
money? Perhaps you're expecting a
significant bonus at the end of the year?
)
No matter how you come into sudden Click here to download our
wealth, it's essential to adequately plan Free iPad App

and budget for it — or else you could lose

it just as quickly.

DIGITAL EDITION

“People would be surprised how easy it is to squander that newfound wealth,” says Shomari Hearn, a
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certified financial planner and vice president of Palisades Hudson Financial Group in Fort Lauderdale. “If ( - I ,IT“\ ‘s, I I'("i’l"{"l 3
4
they didn’t have a good financial education prior to receiving that money, it's too easy to spend on - . -

conspicuous consumption and to think there’s no way you could blow it all.”
Ihe
But you could — easily. So if you’re tempted to invest in your neighbor’s latest get-rich-quick scheme or
purchase an exotic car, well, don’t. Here are tips for handling sudden wealth responsibly: »
Stop. Don't act for at least three months. “The worst thing is to do something impulsively at an emotional
time,” says Mari Adam, a certified financial planner in Boca Raton. “Think it through, write down your goals
for the money and avoid making any financial decisions.” On
Get help. Put together a team of qualified professionals to advise you — accountant, attorney, certified SCCrs
financial planner or other wealth manager. Not only will they provide valuable advice, but they can also
protect you. “When you inherit money or get a windfall, the first thing that's going to happen is people are
going to come out of the woodwork to ask you for favors,” Adam says. “Most people cannot say no, so hire

someone else to be your financial bodyguard.”

Don’t ignore taxes. Some windfalls, such as inheritances and divorce settlements, are usually not taxable,

but most others are. Your financial advisor will compute the amount you owe — and tell you when to pay it.

Pay off “bad” debt, Hearn suggests. That includes high-interest debt such as credit card bills. Consult with
your advisor before paying off “good debt” — debt that helps to create value, such as education loans or

mortgages. Mortgages, for example, offer tax breaks.

Create a budget to ensure you don’t overspend. “It's not as much as you think it is,” Adam says. “Once you
take out taxes, pay everyone who needs to be paid and then determine how much you can spend every

year without running out of money, it's not that much.”

Do some estate planning. You want to be sure that the wealth you now have is preserved, grows and gets
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passed onto your intended beneficiaries.
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