Liquidation planning sounds cold and mechanical, like a spreadsheet exercise. In reality, it is one of the most
human parts of wealth management, because it touches what happens when life stops cooperating. A business
partner leaves. A market turns. A lawsuit drags on. A spouse gets sick. A lender tightens covenants. The moment

you need cash, you discover whether you planned for cash, or just hoped it would appear when you asked.

Protecting wealth is not only about growing it. It is also about keeping it usable. Liquidation planning is the bridge
between the two, especially when your assets include illiquid holdings, concentrated positions, deferred
compensation, retirement accounts with complex rules, real estate with uneven timing, or a business that cannot

be sold on demand without taking a haircut.

Below is how | think about protecting wealth with liquidation planning, with practical decision points, trade-offs

that matter, and a few real-world style examples that reflect how these plans usually fail.

What “liquidation planning” actually means

Liquidation planning is your strategy for converting assets into cash when you need liquidity, while controlling
three things:

1. Timing risk: whether you can access cash when you need it.

2. Price risk: whether you are forced to sell at the wrong time.

3. Tax and legal friction: whether the structure of the sale creates avoidable cost or administrative delays.

Many people plan for the first two months of an emergency and stop there. That works for short-term bills. It
does not work for situations that last longer, or for events that require a specific sequence. For example, if you
need to refinance a property, you might not just need cash. You need to have sufficient liquidity in a particular

form, by a particular date, to satisfy underwriting.

Liquidation planning also forces clarity about what you actually own. “We have investments” is vague. “We have
$1.2 million in a concentrated brokerage position, $600,000 in an inherited IRA, and a small business interest that

can be sold only with partner approval” is precise. Precision changes the plan.

Liquidity is a spectrum, not a binary
A common mistake is click here treating liquidity like a light switch. In practice it is a spectrum.

¢ Highly liquid assets are generally easy to sell without material delay or price impact. Money market funds,

publicly traded ETFs and stocks held in registered brokerage accounts, and cash itself fall here.

* Moderately liquid assets can usually be sold quickly but may involve bid-ask spreads, settlement timing, or

market impact. Certain bonds or large positions in less liquid funds fit here.

* llliquid assets require planning, paperwork, and waiting periods. Private equity or private business interests,

real estate, certain retirement holdings, and specialized partnership assets are typical examples.

If you have even one illiquid component, you need a liquidation plan that answers a simple question: “If | needed

cash in 30, 90, and 180 days, what would | sell first, and what would it cost me?”

That is where Protect Wealth becomes less about a slogan and more about sequencing.

Start with the event, not the portfolio
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| have seen plans collapse because they start with asset allocation rather than with the event that triggers

liquidation. The portfolio matters, but the event drives the rules.
Think through the situations that realistically create liquidity pressure for you. In a wealth context, that can include:

e A family need for ongoing cash flow, such as medical expenses or supporting adult children
® A planned or unexpected business exit

® Debt maturities or refinancing deadlines

* Large tax bills triggered by income, conversions, or forced recognition events

® |egal costs, including retainers and settlement timelines

* A market downturn that changes the value of collateral or triggers margin concerns

A helpful way to frame this is to write down your “liquidity deadlines” as dates. Not aspirational dates, real ones.
Mortgage interest recasts. Estimated tax payment deadlines. Contractual obligations. Retirement account
milestones. If you have an illiquid asset, also note the time you typically need to move it to cash. Many people are

surprised by how long approvals or due diligence take, even when buyers are interested.

Once you have the deadlines, you can design a liquidation strategy that matches them.

The sequencing problem: what you sell first changes everything

When markets are calm and your income is stable, selling is straightforward. When markets move and your

income is uncertain, sequence matters.

Selling highly liquid assets first often seems safest, but it can create tax drag if those assets are in accounts where
withdrawals trigger ordinary income, or if they are concentrated positions with large capital gains. Selling illiquid
assets first can preserve tax efficiency but may force you into unfavorable terms because you are negotiating from
a weaker position.

The best plans usually include a “ladder” of liquidity sources, not one heroic sale.

In one family | worked with, a large portion of wealth was tied up in a private business interest. They also had a
smaller publicly traded position with significant gains. During a health event, the business could not be sold
quickly, and the family needed cash immediately. Their tax situation meant that liquidating the public position
would create a large one-year tax bill, but the alternatives were worse. They ended up using a small portion of
liquid assets for short-term needs, slowing the pace of the public sale, and relying on staggered estimates to
manage tax timing. The plan was not perfect, but it prevented the worst outcome: selling the private interest at a

rushed valuation.

That is liquidation planning in practice. You are building a runway, then deciding how to keep the plane from

shaking apart mid-flight.

Tax friction: manage it with structure, not hope

Taxes are often the largest and most controllable component of liquidation planning, assuming you have enough

flexibility to choose which asset to sell and when.
Some common tax frictions include:

* Capital gains timing: whether gains are short-term or long-term, whether losses can offset gains, and
whether you can harvest losses.



* Account type differences: taxable brokerage, traditional IRA or 401(k), Roth accounts, and inherited

accounts can behave very differently.

* Concentrated stock: large built-in gains may suggest a strategy such as partial liquidation rather than all at

once.

* Recognition events: some transactions have built-in triggers that you cannot avoid, such as required

distributions or certain elections.

A critical edge case is when you are forced to sell because of collateral, covenants, or margin requirements. In
those cases, you might have less control over timing, and the plan should focus on avoiding the trigger in the first

place.

If you have a concentrated position, consider that tax planning is also liquidity planning. If selling the entire
position creates a tax bill you cannot pay without liquidating more, you can create a self-reinforcing cycle. | have
seen families liquidate a large stock position for cash, then realize they needed additional cash to cover taxes
within months. A better approach is often partial sales spread across time, paired with cash reserves set aside for

estimated taxes.

Liquidity reserves: define your runway in plain terms

A solid liquidation plan typically includes liquidity reserves, even if you believe you will never need them. Your

reserve should not be abstract, it should be measurable.

The reserve is not only “emergency fund.” It is also “we can survive an unpleasant month without selling
something we regret.” If you run a business or hold illiquid assets, the reserve needs to cover both living expenses

and transaction friction.

A common question is, "How much should the reserve be?” There is no universal answer, but | have found a
practical range is to cover anywhere from several months to more than a year of essential spending depending on
income stability and how much of your net worth is illiquid. If your income depends on quarterly payments,
commissions, or business cash flow that can dry up, longer reserves make sense. If your illiquid assets cannot be

sold quickly, longer reserves also reduce the chance you will be forced into a bad sale.

Importantly, reserve sizing also depends on your ability to borrow. A line of credit can be a tool, but it has risks.
Interest rates change, lenders review covenants, and during a stress event credit can tighten. If you rely on

borrowing, liquidation planning should include a realistic alternative.

Borrowing vs selling: the trade-off most people underthink
Borrowing can help protect your long-term holdings by delaying liquidation. It can also create new risks.

Borrowing against assets may preserve tax efficiency, but it introduces costs and potential forced liquidation if the
loan becomes constrained. For example, if you pledge taxable securities as collateral, a market drop can trigger
margin calls. If you do not have enough liquid funds to cover the call, you end up selling anyway, often at the

worst possible time.

A healthy liquidation plan treats borrowing as a possible bridge, not as a substitute for planning. If you use a
credit line, include it in your timeline. Decide what happens if credit terms tighten, and what actions you will take if

you cannot roll the debt.

One reason this matters is behavioral. People tend to “feel” borrowed cash is safer than sold cash, so they may

delay action. In a stress scenario, delays can become expensive.



Planning around illiquid assets requires realism
Illiquid assets are not one category. Each has its own conversion pathway.

Real estate often has transaction timelines, repairs, and market windows. Business interests involve partner
approvals, valuation disagreements, and buyer financing. Private funds often have redemption gates or quarter-

end settlement rules. Some restricted securities require transfer compliance and can take time to clear.

A good liquidation plan therefore includes not just “can | sell,” but “how would | sell,” and “what would the process

look like under stress.”

If you own a private business or partnership interest, also consider the internal constraints. Transfer restrictions
might require consent. Valuation processes might require third-party appraisals. Operating agreements may limit

who you can sell to. During stressful periods, those constraints can become bargaining leverage for the buyer.

It is worth doing a “paper rehearsal” of your liquidation process. If you needed to sell in 90 days, what paperwork
would you need in week one? Who would you call? What legal documents might take time? What if a partner or

co-owner objects?

This is not paranoia, it is operational readiness. The cost of preparation is usually far less than the cost of rushed

negotiations.

A practical sequencing framework you can actually use

When clients ask me to summarize the plan, | emphasize sequence. Here is a framework | often use in narrative

form, because it is easier to apply than a rigid formula.

First, identify what cash you need at each deadline and how stable that need is. Some spending is predictable, like
mortgage payments. Some is stochastic, like medical outflows. Second, match needs to liquidity sources in a way

that reduces forced sales.

For short deadlines, reserve cash and near-cash. For medium deadlines, consider selling liquid investments in
smaller tranches. For longer deadlines, you can explore harvesting opportunities, delaying gains when tax timing

helps, or planning a structured sale of an illiquid asset if you have reason to believe valuations will normalize.

Then, overlay constraints. If a sale would create a tax bill that makes the plan self-defeating, you need to adjust the
sequence or the method of sales. If you cannot sell an asset due to restrictions, your plan must stop pretending

you can.
Finally, document decision rules. When the plan is not documented, it depends on judgment at the moment of

stress. Stress changes judgment.

A short decision checklist (lightweight, not bureaucratic)

® Confirm the cash deadlines and the worst-case timing you can imagine

Identify which accounts are actually liquid when you need them

® Estimate tax impact for the most likely sale choices

Decide in advance whether you will borrow, sell, or use reserves first

Assign who makes the call and who executes the trades

That is usually enough to turn a general intention into an action plan.



Building buffers against “tax and timing surprises”
Liquidation plans fail most often for two reasons: unexpected tax triggers and unexpected delays.

Tax surprises happen when people underestimate the interaction between ordinary income and capital gains,
required minimum distributions, or the knock-on effects of selling concentrated positions. Timing surprises happen

when assets are easier to value than to transact.

One technique that reduces surprise is to model a “stress sale” scenario. Suppose you sell one of your larger
positions at an unfavorable but realistic time, then pay estimated taxes. How long does it take to receive
settlement proceeds? How quickly can you move money between accounts? Does any tax withholding or

estimated payment change cash flow later?

This kind of rehearsal sounds tedious, but it often reveals practical gaps. wealth protection For example, a portfolio
can be liquid in theory, but your brokerage settlement cycle might not align with a bill due date. Or you might
have to transfer assets between custodians, which takes days. Those are solvable issues, but only if you know they

exist before you need cash.

Wealth Protection in the real world: what it costs and what it prevents

There is a cost to liquidation planning. Sometimes it is explicit, like fees for advice, accounting, or structuring
transactions. Often the cost is opportunity cost. Keeping more liquidity than you would otherwise hold can reduce
returns. If you choose tax-aware sequencing over maximizing gains, you might not capture the perfect moment in

the market.
Still, many people underestimate how expensive poor liquidation is.

A forced liquidation can create:

Larger tax bills than necessary

® More adverse pricing due to urgency

Emotional mistakes, like selling at the bottom because cash needs collide with regret

Administrative delays, which can turn into missed deadlines

Protecting wealth, in this context, means paying a smaller known cost now to avoid a larger unknown cost later.

Examples that mirror common situations

Example 1: concentrated stock and an urgent family expense

A client held a concentrated stock position with a large gain and enough liquidity to cover daily living for a few

months. Then a family medical issue created expenses that extended beyond the emergency window.

The naive move would have been to sell all or most of the concentrated position immediately. The problem was
that the estimated tax bill would have been substantial, increasing the need for additional liquidation. Instead, the
plan used a staged sale: sell enough to cover the next several months of expenses and estimated taxes, pause to

review remaining liquidity and tax projections, then continue in smaller tranches.

The key was that the plan treated taxes as part of liquidity. They were not an afterthought.

Example 2: business exit timing and buyer financing risk
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Another client owned a small business with potential buyers. They expected an exit "sometime this year,” but
financing timelines were unpredictable. During negotiations, a personal cash need emerged, and the business

could not be sold without approval steps that took longer than expected.

Liquidation planning here meant creating a temporary liquidity source that did not depend on the sale closing.
They avoided the trap of waiting for a closing date that moved, repeatedly. They preserved optionality by

maintaining reserves and using only a portion of liquid investments until a firm sale timeline existed.

This prevented the classic outcome: forcing a sale at a discount because the buyer senses you are running out of

time.

Example 3: real estate sale friction and repairs

Real estate is often “easy” to value and "hard” to transact quickly. In one situation, a property sale was planned to
fund a large purchase. Then a repair issue extended the timeline for listing and buyer acceptance. The client had

not planned for the liquidity gap.

A liquidation plan should assume the sale takes longer and the proceeds are less net than you expect after closing
costs and repairs. The practical fix was to plan intermediate liquidity options and define a fallback purchase timeline

if the property sale slipped.

Edge cases that deserve attention
Some situations require extra care because your normal assumptions break.

Inherited retirement accounts can create mandatory distributions on a schedule that does not align with your

spending needs. If liquidation planning ignores that schedule, you can end up selling assets in a tax-inefficient way.

Restricted stock or partnership interests can have transfer limitations and delayed valuation. If you are relying
on an illiquid holding as a future liquidity source, you need to understand the practical route to conversion,
including approvals and timelines.

Market events can change liquidity overnight. If your plan depends on collateral-backed credit lines, a downturn
can introduce margin calls, forcing sales at the worst time. If that risk exists, the plan should include a contingency

that does not assume the credit facility will remain stable.

Legal events create deadlines and unpredictability. Settlement timelines can be short, but documentation and
court processes can be longer than you expect. If legal costs are involved, liquidity planning should include

retainers and a buffer for transaction delays.

In these edge cases, Protecting wealth becomes as much about operational preparedness as it is about tax math.

Putting it all together: how to turn planning into action

A liquidation plan should not be a document that lives in a drawer. It should be a living set of decisions that you

revisit when life changes.
At a practical level, | recommend treating it like a periodic review tied to events:

e annual tax planning
® major changes in income or spending

® business milestones



® changes in asset concentration
® large debt maturities
® health or family events
During these reviews, you are not rewriting your entire financial life. You are stress-testing assumptions: Are the

liquidity deadlines still real? Did your illiquid holdings change in transferability? Did your account types change?

Did tax law create a new friction point for your situation?

And you should update the "who does what" piece. Trades and transfers have to be executed by people who know

your plan. In a stressful moment, confusion becomes costly. Clear responsibility reduces that risk.

A final, pragmatic rule

If you cannot explain your liquidation priorities in a few minutes, your plan is not ready. You do not need to
memorize formulas. You need to understand the order in which cash will appear, how taxes will be handled, and

what will happen if timing slips.

That is the essence of Protect Wealth through liquidation planning: build a system that keeps your wealth usable

when life demands liquidity, instead of leaving you to improvise while prices and deadlines are moving.

When you get it right, the benefit is quiet but profound. You do not just protect wealth from bad outcomes. You

protect your decision-making from panic, which is often the most expensive risk of all.



