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AN INTRODUCTION TO RECEIVING A WINDFALL

> Flexible solutions
to meet your
changing needs

hroughout life, many things can
Thave a significant impact on

your financial needs and plans
for the future, including receiving a
sudden windfall. As your life journey

progresses, you will need to adapt to
an endless list of variables such as:

Financial adyi

e Changes in personal relationships
e property purchase
¢ helping younger members of the famil
e business commitments
e retirement

ncy lump sum.
e inheritance planning

The financial planning proce
to support you by ensuring t
financial plans remain relevan

o consider themselves to

ely financially astute. From
understanding specific tax rules relating
to your windfall, to deciding how to best
invest the proceeds to meet your financial
goals, dealing with a windfall requires
careful planning and consideration, which
can prove stressful without professional
financial advice.

consideration »Our WHAT TO CONSIDER WHEN YOU
specialist adviser hand to help RECEIVE A WINDFALL

you understand the tax implications of When you receive a large sum of money,
your windfall, advise you on how to best it can feel overwhelming. The most

invest it to further your financial goals, important thing is not to hurry, but to take
and help you to review and adjust your the time you need to think about what you

to achieve. You may wish
ur windfall into a separate
savings account so that it can accrue
interest until you decide what to do with it.

Depending on your financial goals, you
may wish to consider:

* Paying down debt or reducing
your mortgage

* Using your tax-free allowances to
pay into an ISA and/or pension

* Building up an investment portfolio
* Buying a property or investing
in buy-to-let.
Depending on the source of your windfall,

there may also be tax to pay on the money
you receive.

The phrase ‘windfall’
is used to refer to a

sum of money that
is received suddenly
or unexpectedly

The value of investments and income from them may go down as well as up. You may not get back the original amount
invested. A pension is a long-term investment. The fund value may fluctuate and can go down. Your eventual income may

depend on the size of the fund at retirement, future interest rates and tax legislation.






AN INTRODUCTION TO RECEIVING A WINDFALL

» Handling an inheritance

f a loved one passes away and IHT will usually be paid from the funds
leaves you an inheritance in their of your loved one’s estate before you
Will, dealing with your windfall receive it, so there normally won't be

at an already emotional time may further tax to pay on your windfall onc
feel overwhelming. This is where you receive it. Although there are some rotects ‘temporary
professional financial advice can value of £1m for a
really help. i

For example, there may be Inheritance
Tax (IHT) payable on the money or
assets you receive, depending on the
size of your inheritance. IHT is currently
payable at 40% on estates over the
value of £325,000. The main residence
nil rate band is currently £175,000 and
applies when a residence is passed on
death to a direct descendant, such as
a child or grandchild. When added to
the existing threshold of £325,000, this
could potentially give rise to an overall

allowance of £500,000 for thil®se.\who are riod has passed. I HT
single or divorced, or £1m HiO

are married or in civil partné . aller sums —limits and O
estates will find that residen ‘
4 %

tapered. It will reduce by £1 fo It is agWiSable to place your inheritance
value for e alued over £2 money in a separate, easy-access and IHT IS USUALLY PAYABLE AT 40%

of funding any pote
may arise.




» Received a
large bonus?

Receiving a bonus at work as a reward
for a job well done is highly satisfying. But
with bonuses subject to Income Tax and
National Insurance Contributions, you
face losing a significant portion of your
hard-earned money. A bonus may even
push you into a higher tax band, meaning
that you receive an even smaller sum
than expected.

One way to use your bonus tax-efficiently
is through a process called ‘bonus
sacrifice’. This is where you ask your
employer to pay part of, or all, your bonus
into your pension scheme as an employer
contribution. Pension contributions
benefit from tax relief at the highest rate
of Income Tax you pay - so 20% for ba
rate taxpayers and 40% or 45% for high
or additional rate taxpayers. e.g. a higher
rate tax payer with £5k of income taxed
at the higher rate, making k gross
contribution, will get high&
on £5k and basic rate relie
other £10k.

your Annta
tapering down to a minim

We can help you understand how to make
the most tax-efficient contributions into
your pension.

OR EVEN WON THE LOTTERY?

improve yo
will really hel

to do with it may be subject to tax. If

you deposit your winnings in a savings
account, you may have to pay tax on the
interest accrued, while you're likely to be
subject to Stamp Duty Land Tax if you
purchase a home with your winnings.
When you die, your beneficiaries may also
have to pay Inheritance Tax on what is left.

A bonus may even push you into a higher tax band, meaning

that you receive an even smaller sum than expected.

The value of investments and income from them may go down as well as up.
You may not get back the original amount invested.

A pension is a long-term investment. The fund value may fluctuate and can go
down. Your eventual income may depend on the size of the fund at retirement,

future interest rates and tax legislation.

GETTING TO GRIPS WITH THE BASICS

Financial advice after

windfall could

help you improve your lifestyle
ond reach your long-term
financial goal

receiving

WE'RE HERE TO HELP
If you have queries or
would like to discuss
any aspect of receiving
a windfall, get in touch.




AN INTRODUCTION TO RECEIVING A WINDFALL

» Selling your property
or business

The proceeds of selling a property or your
business can be substantial, but you will
likely have to pay tax on the profit you
make. Capital Gains Tax (CGT) is payable
when you sell land or property that is not
your home, such as a buy-to-let property,
business premises, land or inherited
property. The profit (or ‘gain’) is the
difference between what you bought the
property for, and what you sold it for.

When calculating CGT, taxable gains are
added on top of your income; any gain
falling within the basic rate band is t
at 10% (18% for residential property)
and any gain falling above the basi

residential property).

There are ways yo

inherited them.



» Top tips for making the
most of your windfall

When you receive some unexpected
money, follow our top tips for capitalising
on your newfound wealth:

1. DON'T SPEND IT STRAIGHT AWAY
Separate it from your regular income
by placing it in a high-interest savings
account. This will give you the time
you need to consider your options.

2. TAKE FINANCIAL ADVICE
Even if you know what you want to
do with your windfall, professional
financial advice can help you put a
planin place that will minimise tax
and ensure your money is working

hard for you.

GETTING TO GRIPS WITH THE BASICS

UNDERSTAND THE TAX 5. TREAT YO
IMPLICATIONS While the maj
We can explain the tax due on should of course
windfall, and any strategies you c
use to minimise it.

LIST YOUR SHORT 4 or fun. Once your
LONG-TERM FI [ S complete, you can
In the short-te oney aside for that
looking to pay
emergency fund
goal i
the p
your o

are likelJgt0, re
pension TQFg Co
for instancs eve ing a second
gMme abroa

Financial advice will help ensure you make
the most of your windfall and meet your
financial objectives

Professional financial
advice can help you
put a plan in place

that will minimise
tax and ensure your
money is working
hard for you.




Warning state
Tax rates are based on current legislation and are subject to change.

Tax rates are based on current legislation for the 2022/23 tax year, which is subject to change.

It is important to take professional advice before making any decision relating to your personal finances. Information
within this document is based on our current understanding and can be subject to change without notice and the
accuracy and completeness of the information cannot be guaranteed. It does not provide individual tailored investment
advice and is for guidance only. Some rules may vary in different parts of the UK. We cannot assume legal liability for
any errors or omissions it might contain. Levels and bases of, and reliefs from, taxation are those currently applying or
proposed and are subject to change; their value depends on the individual circumstances of the investor. No part of this
document may be reproduced in any manner without prior permission.



