
Sudden Wealth Case Study 

August 1, 2020 

Mary and John Anderson are new clients who have come to you for help. Mary’s mother 

recently passed and they are experiencing a myriad of decisions to make. They are overwhelmed 

and struggling. 

Mary is 37 and John is 38. They live in Wauwatosa, Wisconsin in a modest home with their two 

children ages 9 and 7. Mary is a teacher making $55,000 per year and John is a paralegal making 

$40,000 per year. Mary’s diligently invested in her 403(b) for many years. Her 403(b) has a 

balance of $90,000 and is invested in Vanguard Target Date Retirement Fund 2050. Mary also 

has a teacher state pension. John’s 401K balance is $40,000 and invested solely in Apple Stock 

as part of his plan’s self-directed program offering.  

Mary and John have not had much money over the years but have gotten by. They currently have 

a $150,000 mortgage; $20,000 car loan and John has a $13,000 credit card balance. They have 

no estate documents in place, minimal insurance coverage, and minimal liquid savings.  

Mary has been named the executor of her mother’s estate. The estate is being split solely 

between Mary and her sister. The inheritance Mary stands to receive is: $100,000 life insurance 

policy, a $1,500,000 brokerage account, a $400,000 variable annuity, a $800,000 IRA and a 

$100,000 Roth IRA. This is more money than Mary could ever imagine.  

Mary has yet to complete the life insurance payout forms as she feels guilty for receiving the 

money. The life insurance company is offering her a lump sum payout, interest rate account, or 

an annuity. She didn’t know which to choose so she’s done nothing. On a phone call that 

included only Mary, she shared that she wished she did not have the money and could just focus 

on teaching and being a parent.   

Mary is overwhelmed with amount of choices to make when distributing the estate. She doesn’t 

understand the tax implication of the accounts and which accounts she has to take money out of. 

She heard she only has 10 years to distribute the accounts, so she’s thinking the easiest would be 

to move everything to her checking account now. Then she can decide what to do with the 

money once she feels comfortable. The annuity is the most troubling account as she doesn’t 

understand the multitude of options offered.  

John, on the other hand, sees dollar signs in his eyes. He is already shopping for a new house and 

new cars. John shares he would like to pay off their debts and start investing for “fun”. John is 

under the impression they will both be able to retire early and live quite luxuriously.  He’s very 

interested in purchasing a house in downtown Milwaukee off the lake, where the houses range 

from $750,000 to $1 million.  

You started your risk tolerance discussion with John and Mary and realize they have quite 

different philosophies. John is very aggressive while Mary is not comfortable losing any money. 

The inheritance accounts total allocation is 50% stocks and 50% bonds. Mary thinks leaving 

them as is, is best.  



Questions to Discuss: 

• What are the most important planning topics to address? How would you prioritize these? 

• Which payout option should Mary & John choose for each account in the inheritance? 

What needs to be considered? 

• How would you address Mary’s feelings of guilt? What about John’s feelings of “I’m 

Rich”? 

• What are the tax implications of the inheritance? What tax strategies could you 

implement for them?  

• Their insurance and estate planning needs have drastically changed. What should be 

considered? 

• John & Mary’s investable assets increased from $130,000 to roughly $3 million. How 

would you address retirement savings and the optimal investment allocation for 

retirement and other investable assets? 

 

 

 

 

 

 

 

 

 

 


