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Why proactive liquidity planning is one of the most
overlooked — and most consequential — decisions
affluent families make.
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For many affluent families, estate planning feels “done.” Trusts are drafted.
Assets are titled. Investment portfolios are thoughtfully constructed. On
paper, everything appears organized and intentional.

Yet one critical question often remains unanswered:
Where will the cash come from when it is actually needed?

Estate taxes, equalization among heirs, business succession expenses, and
debt repayment rarely arrive on a convenient timeline. They arrive on the
government'’s timeline. And too often, families are forced to react—selling
assets under pressure, borrowing at inopportune times, or relying on
distressed valuations—precisely when clarity and control matter most.

Estate liquidity planning is not about predicting death. It is about removing
urgency, friction, and forced decisions from an already emotional moment.

This guide explores how thoughtful liquidity planning — particularly when
coordinated with advanced life insurance strategies — can transform estate
administration from a reactive process into a controlled outcome.
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What Is Estate Liquidity and Why It Matters More Than Ever

Estate liquidity refers to readily available capital that can be accessed quickly upon
death or during a transition event, without disrupting long-term assets or business

@ interests.
Liquidity is often assumed to exist because wealth exists. In reality, many high-net-

—— worth estates are asset-rich and cash-poor.

Common illiquid assets include:

e Closely held businesses

e Commercial and residential real estate

e Private equity and alternative investments

e Concentrated stock positions with tax constraints

Liquidity determines who controls the
decision-making process.

Families who plan ahead choose outcomes.
Families who wait are often forced to react. These assets may be valuable — but they are not flexible.

At the same time, estates face very real and very immediate obligations:

e Federal and state estate taxes

e Equalization among heirs

e Debt retirement

e Buy-sell or redemption obligations
e Administrative and legal costs

Without a clear liquidity strategy, families are often forced into suboptimal
outcomes that permanently alter the legacy they intended to leave behind.
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Why Liquidity Problems Usually Go Undetected

Liquidity gaps are rarely obvious during life. They tend to emerge
only when several forces collide at once:

Market uncertainty
Death does not wait for favorable market

conditions. Liquidity needs often arise during
downturns, rate spikes, or credit tightening.

Compressed timelines
Federal estate taxes are generally due nine

months after death. Asset sales and refinancing
rarely operate on that schedule.

Overreliance on “figure it out later” strategies

Assumptions about borrowing, asset sales, or
family cooperation often break down when tested.

Emotional pressure

Even well-advised families make poor financial
decisions when grief and urgency intersect.

The result is not usually a catastrophic failure — but a quiet
erosion of value, flexibility, and family harmony.

Planning Before the Event vs.
Planning After the Event

The difference between proactive and reactive planning is not
theoretical — It is structural.

«

Families who plan before the event:

Choose timing, structure, and funding strategy
Model multiple outcomes

Coordinate with advisors intentionally
Maintain control over assets and legacy

”

Families who plan after the event:

Operate under deadline pressure
Accept unfavorable terms
Liquidate assets out of necessity
Transfer control to external forces

Liquidity planning is ultimately about who controls the decision-
making process — the family, or the circumstance.
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When properly structured, life insurance functions as a
contractual liquidity event, not a market-dependent one.

Unlike other assets, life insurance delivers:

e Capital precisely when it is needed

e A known, contractually guaranteed amount

e Liquidity that does not require asset liquidation

e (Cash that arrives income-tax free under current law

Most importantly, life insurance allows families to solve
liquidity problems in advance, rather than react to them later.

When owned by an Irrevocable Life Insurance Trust (ILIT),
insurance proceeds can also be kept outside the taxable
estate, preserving the very assets the policy was designed to
protect.

Liquidity planning, in this context, is not about maximizing
death benefit — it is about engineering certainty.
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While each family’s situation is unique, estate liquidity planning
often addresses one or more of the following scenarios.

Business-Owning Families

Closely held businesses frequently represent the majority of family
net worth but produce little distributable cash. Liquidity planning
can prevent forced sales, protect continuity, and fund buy-sell or
redemption obligations.

Real Estate-Heavy Estates

Real estate values may be substantial, but liquidation is slow,
transaction-heavy, and market - dependent. Insurance-based
liquidity can preserve properties while satisfying estate obligations.

Multi-Heir Families

When assets are not easily divisible, liquidity can be used to
equalize inheritances without dismantling core holdings.

Tax-Exposed Estates
With federal estate tax thresholds scheduled to change, liquidity

planning allows families to prepare for tax exposure without altering
investment strategy.

Estate plans are written with the best of intentions. Liquidity
determines whether those intentions are fulfilled.

Planning before the event allows families to replace urgency with
clarity, and reaction with strategy. In a world of increasing

-

complexity and compressed timelines, liquidity is no longer a s e = P

secondary consideration — It is a foundational one.
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At Mericle & Company, estate liquidity planning is not a product
recommendation exercise. It is a strategic modeling process.

We begin by understanding:

The composition of the estate

Liquidity needs under multiple scenarios

Timing mismatches between assets and obligations
Existing insurance and trust structures

From there, we evaluate how life insurance can function as a
purpose-built liquidity tool, integrated with the broader estate plan
— not layered on top of it.

Our role is to help families and advisors see the full picture before
committing to a solution, so decisions are made deliberately rather

than defensively. Schedule a Confidential Estate Liquidity Review

A private, exploratory conversation focused on clarity — not commitment.

Schedule
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https://calendly.com/jasonmericle/30-minutes
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