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The Harsh Truth About Liquidity Events (Most Entrepreneurs 
Learn Too Late) 
 
You put in the blood, sweat, and sleepless nights. You built something from nothing. And 
now, after years—maybe decades—of grinding, your payday is finally here. 
 
Your liquidity event. 

The moment when all that hard work turns into cold, hard cash sitting in your account. 

But before you pop the champagne and start eyeing that second home in Aspen… ask 
yourself this: 

Do you actually have a plan to keep your wealth? 

Because here’s the ugly truth nobody tells you: 

+ Entrepreneurs can get crushed by unexpected tax bills that strip away half their 
fortune overnight. 

+ Smart business owners who thought they could "wing it" end up making rookie 
investment mistakes. 

+ Wealthy ex-founders have let lifestyle creep eat away their empire until they were 
back to square one. 

You didn’t hustle this hard just to become another cautionary tale. 

That’s why we put together seven critical strategies that every business owner facing a 
liquidity event needs to know. Strategies that will keep your wealth working for you—
instead of vanishing into the abyss of bad planning, bad investing, and bad decisions. 

Ignore them at your own risk. 
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The Strategies 

1. Get a Handle on Your Cash Management 
 
A liquidity event can bring a substantial financial windfall, but managing that influx of capital 
wisely is crucial. Whether you’re receiving a lump-sum payout, structured earnout, or equity 
in an acquiring company, understanding the timing, tax implications, and long-term 
sustainability of your wealth is key. 
 
If your liquidity event involves seller financing, an earnout period, or a phased payout, 
carefully evaluate the terms. Consider factors such as prevailing and projected interest 
rates, payment timelines, reinvestment opportunities, and potential risks tied to contingent 
payouts. Structuring your liquidity event properly can make the difference between 
maximizing wealth and facing unforeseen financial constraints. 
 
Unlike the steady cash flow you relied on while running your business, your post-liquidity 
financial landscape may look very different. Some payouts may be delayed, subject to 
market fluctuations, or require strategic reinvestment to maintain long-term financial 
security. A comprehensive cash-flow analysis can help align your anticipated income with 
ongoing expenses, including taxes, investments, and lifestyle goals. 
 
One key strategy is developing a disciplined approach to saving, investing, and distributing 
your proceeds over time. Establishing a mechanism to allocate portions of your liquidity 
event into diversified investments, income-generating assets, and liquid reserves will help 
ensure financial stability. 
 
At the core of this planning is a clear vision of your financial future. What kind of lifestyle do 
you want post-exit? How much will you need to sustain that lifestyle while also preserving 
and growing your wealth? Being realistic and disciplined about your spending and saving 
strategy will help ensure your financial success long after the liquidity event. 
 

Key Action Steps: 
 

+ Understand Your Financial Windfall – Whether receiving a lump sum, earnout, or 
equity, be aware of the timing, tax implications, and sustainability of your wealth. 

+ Evaluate Payout Structures – If your liquidity event includes seller financing, 
earnouts, or phased payouts, assess interest rates, timelines, reinvestment 
opportunities, and risks. 

+ Recognize Changes in Cash Flow – Unlike steady business income, post-liquidity 
payouts may be delayed, fluctuate with markets, or require strategic reinvestment. 

+ Conduct a Cash-Flow Analysis – Align expected income with ongoing expenses like 
taxes, investments, and lifestyle goals to maintain financial security. 

+ Adopt a Disciplined Investment Approach – Allocate portions of your wealth into 
diversified investments, income-generating assets, and liquid reserves. 

+ Define Your Financial Vision – Determine your desired lifestyle post-exit and ensure 
your spending and saving strategies align with long-term wealth preservation. 



 

 
® 2025 Certuity, LLC. All rights reserved. Page 3 

 

+ Be Realistic and Disciplined – Thoughtful planning and controlled financial 
management will help sustain and grow your wealth beyond the liquidity event. 

 

2. Revisit Your Tax Planning 
 
A liquidity event—whether selling your business, merging with another company, or taking 
on a significant investor—will have major tax implications. The structure of the transaction 
(asset sale vs. stock sale, lump sum vs. installment payments) will dictate your tax 
obligations and overall financial strategy. 
 
Understanding how proceeds from the sale will be taxed is critical. Capital gains treatment, 
potential depreciation recapture, and the impact of any earnouts or seller financing must be 
factored into your planning. Work closely with your CPA and financial advisor to estimate 
tax liabilities and ensure you set aside sufficient funds for quarterly payments—avoiding 
unexpected tax burdens later. 
 
Additionally, explore tax-saving strategies that could apply to your situation. Opportunities 
may include Qualified Small Business Stock (QSBS) exemptions, Opportunity Zone 
investments, charitable giving through donor-advised funds, or structuring part of the deal 
as a deferred payout to spread tax liabilities over multiple years. 
 
If your business operates in multiple states, a liquidity event may trigger multi-state tax 
obligations, requiring careful planning for state tax nexus and potential non-resident filings. 
Address these issues early to avoid compliance headaches down the road. 
 
By proactively aligning your tax strategy with your liquidity event, you can maximize your 
after-tax proceeds and protect your financial future. 
 

Key Action Steps: 
 

+ Understand the Tax Impact of Your Liquidity Event – Transaction structure (asset 
vs. stock sale, lump sum vs. installments) determines tax obligations. 

+ Factor in Taxation on Proceeds – Consider capital gains treatment, depreciation 
recapture, and tax implications of earnouts or seller financing. 

+ Work with Experts – Consult a CPA and financial advisor to estimate tax liabilities 
and set aside sufficient funds for quarterly payments. 

+ Explore Tax-Saving Strategies – Look into QSBS exemptions, Opportunity Zone 
investments, donor-advised funds, and deferred payouts to reduce tax burdens. 

+ Consider Multi-State Tax Obligations – If your business operates in multiple states, 
plan for state tax nexus and non-resident filings. 

+ Plan Proactively – Aligning tax strategies with your liquidity event ensures 
maximized after-tax proceeds and long-term financial security. 
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3. Don’t Overlook Trust and Estate Considerations 
A liquidity event is a pivotal moment to revisit—or establish—your trust and estate plan. With 
a significant influx of wealth, ensuring your assets are structured to protect your legacy, 
minimize taxes, and provide for your loved ones is essential. 

Work with your financial advisor and a qualified estate planning attorney to explore 
strategies that align with your goals. Depending on your situation, this could involve setting 
up revocable or irrevocable trusts, gifting strategies to reduce estate tax exposure, or 
leveraging vehicles like family limited partnerships (FLPs) or charitable trusts to optimize 
wealth transfer. 

Even if you’re not ready for a comprehensive estate plan, at a minimum, you should have a 
will, a durable power of attorney, and a healthcare directive in place. These documents 
designate decision-makers for your financial and medical affairs should you become 
incapacitated. Without them, your estate could face unnecessary legal complications and 
delays. 

Don’t delay these conversations, assuming estate planning is only for later in life. A liquidity 
event can significantly shift your financial landscape, making proactive planning more 
crucial than ever. Taking steps now ensures your wealth is managed and distributed 
according to your wishes while also protecting your heirs from unnecessary tax burdens 
and legal obstacles. 

Key Action Steps: 
 

+ Reassess Your Estate Plan – A liquidity event is an opportunity to structure assets 
for legacy protection, tax minimization, and family security. 

+ Consult Estate Planning Experts – Work with a financial advisor and estate attorney 
to explore trusts, gifting strategies, and wealth transfer vehicles. 

+ Consider Advanced Planning Tools – Options may include revocable or irrevocable 
trusts, family limited partnerships (FLPs), or charitable trusts. 

+ Ensure Basic Estate Documents Are in Place – At a minimum, have a will, durable 
power of attorney, and healthcare directive to avoid legal complications. 

+ Plan Proactively, Not Reactively – Don’t assume estate planning is for later in life—a 
liquidity event can reshape your financial future. 

+ Protect Your Heirs and Assets – Proper planning reduces tax exposure and prevents 
legal hurdles, ensuring your wealth is distributed according to your wishes. 

 

4. Develop a Comprehensive Investment Strategy 
A liquidity event presents a unique opportunity—and responsibility—to build a long-term, 
diversified investment strategy. Whether you're selling your business outright, taking on a 
strategic investor, or structuring an earnout, understanding how to deploy your newfound 
wealth is critical to preserving and growing it. 



 

 
® 2025 Certuity, LLC. All rights reserved. Page 5 

 

Start by assessing your post-liquidity financial landscape. How much of your net worth will 
remain tied to the business? What portion of the proceeds should be allocated to 
conservative, income-generating assets versus growth investments? These decisions will 
shape your overall investment strategy. 

As a newly liquid investor, you may gain access to a broader range of investment 
opportunities, including private equity, venture capital, hedge funds, real estate, and direct 
investments. However, these opportunities come with unique risks and complexities, 
making it essential to work with an experienced financial advisor who can source, vet, and 
conduct due diligence on sophisticated, uncorrelated investments. 

Your investment strategy should be dynamic and adaptable, balancing market conditions, 
cash flow needs, and tax efficiency. Ensure your advisor has access to institutional third-
party managers, structured lending options, tax-efficient strategies such as tax loss 
harvesting, and private market investments tailored to your financial goals. 

Most importantly, work with a fiduciary advisor who prioritizes transparency and acts solely 
in your best interest. A well-structured investment strategy will not only help you preserve 
wealth but also ensure long-term financial security and continued growth post-liquidity. 

Key Action Steps: 

+ Develop a Strategic Investment Plan – A liquidity event is an opportunity to create a 
diversified, long-term investment approach. 

+ Assess Your Financial Landscape – Determine how much of your net worth remains 
tied to the business and allocate funds between conservative and growth 
investments. 

+ Explore New Investment Opportunities – Liquidity opens doors to private equity, 
venture capital, hedge funds, real estate, and direct investments. 

+ Mitigate Risks with Expert Guidance – Work with a financial advisor to source, vet, 
and conduct due diligence on complex investments. 

+ Ensure a Dynamic and Tax-Efficient Approach – Balance market conditions, cash 
flow needs, and tax strategies like tax loss harvesting. 

+ Prioritize Working with a Fiduciary Advisor – Choose an advisor who acts in your 
best interest to preserve wealth and support long-term financial security. 

 

5. Build and Track a “Net Worth Dashboard” with a 
Comprehensive Reporting System 
A liquidity event transforms your financial landscape, making it more important than ever to 
have a clear, dynamic view of your total wealth. Managing your assets, liabilities, and cash 
flow effectively starts with building a personal balance sheet—a net worth dashboard that 
consolidates all aspects of your financial life in one place. 

Begin by outlining all assets you own, including: 

+ Business sale proceeds (cash and structured payouts) 
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+ Personal real estate and investment properties 
+ Brokerage accounts, private investments, and retirement savings 
+ Direct investments in private equity, hedge funds, or venture capital 
+ Valuables such as art, collectibles, or intellectual property 

Next, track all liabilities, such as: 

+ Mortgages and real estate loans 
+ Business-related loans or earnout obligations 
+ Personal credit lines and other outstanding debts 
+ Tax liabilities from your liquidity event 

Beyond just tracking net worth (assets minus liabilities), take it a step further by 
incorporating a cash flow statement—mapping income streams from your assets and cash 
outflows related to liabilities and expenses. This real-time view will help you understand 
your true financial trajectory post-liquidity. 

A state-of-the-art reporting system is key to aggregating your investments across multiple 
providers, ensuring visibility into alternative assets like private equity, hedge funds, and 
real estate alongside liquid investments. Additionally, tracking realized and unrealized gains 
and losses will help with tax planning, ensuring you set aside the right amounts for 
estimated tax payments and conduct an informed review before finalizing your tax return. 

Your financial advisor should provide a consolidated wealth dashboard that integrates all 
these elements, enabling you to make proactive, data-driven decisions about wealth 
preservation, investment opportunities, and long-term financial security. 

Key Action Steps: 
 

+ Consolidate Your Financial Overview – A liquidity event requires a clear view of 
assets, liabilities, and cash flow. 

+ List All Assets – Include business sale proceeds, real estate, investments, retirement 
savings, and valuables. 

+ Track Liabilities – Mortgages, business loans, personal debts, and tax obligations. 
+ Monitor Cash Flow – Map income streams and expenses for a real-time financial 

picture. 
+ Use a Reporting System – Aggregate investments across providers, including 

private equity and real estate. 
+ Plan for Taxes – Track gains/losses and set aside funds for estimated payments. 
+ Leverage a Wealth Dashboard – Work with an advisor for data-driven financial 

decisions. 
 

6. Begin to Establish Your Legacy Framework 
 
You’ve been deeply focused on building and growing your business, leaving little time to 
consider your long-term legacy and vision for your wealth. But as you approach a liquidity 
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event, now is the time to define how you want your wealth to shape the future. For many 
business owners, this is one of the more rewarding aspects of the transition. 
 
Work with your team of advisors to develop or refine your philanthropic strategy, if giving 
back is an important part of your legacy. Whether through direct charitable contributions, 
donor-advised funds, or establishing a foundation, consider the most effective ways to align 
your wealth with your values. 
 
Closer to home, think about how you want your family and loved ones to benefit from your 
success, potentially for generations to come. What financial principles and expectations do 
you want to set? How should your wealth be used—or not used? Clearly document your 
intentions to ensure that your wealth serves your desired purpose both during your lifetime 
and beyond. 
 

Key Action Steps: 
 

+ Clarify Your Long-Term Vision – A liquidity event is the time to shape how your 
wealth impacts the future. 

+ Develop a Philanthropic Strategy – Work with advisors to explore charitable giving, 
donor-advised funds, or foundations. 

+ Plan for Family Wealth Transfer – Define financial principles and expectations for 
how your wealth should be used. 

+ Document Your Intentions – Ensure your wealth aligns with your values and 
benefits future generations as intended. 

 

7. Mitigate Risk Wherever You Can 
 
As a business owner approaching a liquidity event, your financial landscape is about to 
change dramatically. With increased wealth comes heightened exposure to financial, legal, 
and operational risks. Proactively addressing these risks is critical to protecting and 
sustaining your wealth. 

Start with a comprehensive review of your insurance coverage. Do your current policies—
life, disability, personal liability umbrella, health, and business-related insurance—align with 
your evolving needs? Are there coverage gaps that need to be addressed? Consider the 
advantages of securing or updating policies before your liquidity event to optimize cost and 
coverage. 

Beyond insurance, assess other financial risks. Do you have floating-rate debt—such as 
business loans, mortgages, or credit lines—exposed to interest rate fluctuations? Will any of 
your fixed-rate obligations transition to variable rates in the coming years? Managing these 
risks now can prevent unexpected financial strain later. 

Liquidity planning is also crucial. Will your liquidity event provide enough cash flow to 
support your lifestyle, reinvestment strategies, and unforeseen expenses? Do you have an 
adequate reserve fund? Will you need access to credit or structured financing to bridge 



 

 
® 2025 Certuity, LLC. All rights reserved. Page 8 

 

capital needs? Additionally, consider potential obligations, such as family commitments, 
philanthropy, or succession planning. 

On the investment front, ensure proper diversification and risk mitigation. Are you exposed 
to concentrated stock positions or significant stakes in volatile industries? Are you holding 
illiquid assets with extended lock-up periods? A sophisticated financial strategy—
developed alongside an experienced advisor—can help you hedge risks and align your 
portfolio with your long-term objectives. 

Navigating a liquidity event is complex, but you don’t have to do it alone. A trusted team—
including a wealth advisor, CPA, insurance professionals, estate attorneys, and possibly a 
multi-family office—can help you manage this transition smoothly and strategically. The 
right financial “quarterback” can coordinate these specialists, ensuring that your newfound 
wealth is safeguarded and positioned to support your future aspirations. 

Key Action Steps: 
 

+ Review Insurance Coverage – Ensure life, disability, liability, health, and business 
policies align with your new financial situation. 

+ Assess Financial Risks – Identify and manage exposure to floating-rate debt, interest 
rate fluctuations, and potential cash flow challenges. 

+ Plan for Liquidity Needs – Ensure enough cash flow for lifestyle, investments, 
reserves, and unexpected expenses. 

+ Diversify and Mitigate Investment Risks – Avoid overexposure to concentrated 
stock positions, volatile industries, and illiquid assets. 

+ Build a Strong Advisory Team – Work with a wealth advisor, CPA, insurance experts, 
and estate attorneys to coordinate risk management. 

 

Keep Your Wealth or Watch It Disappear—The 
Choice is Yours 
 
You’ve spent years—maybe decades—building your business. You’ve sacrificed, 
strategized, and put in the relentless effort to create something of real value. Now, you’re on 
the verge of a liquidity event, a financial windfall that could set you up for life. 

But here’s the reality… More wealth has been lost through poor planning, reckless spending, 
and bad investments than through bad luck. 

What you do next matters. 

You can follow the path of those who cashed out, only to watch their fortunes vanish in a 
storm of taxes, illiquid investments, lifestyle inflation, and financial missteps. Or you can take 
control. 

The seven strategies outlined here aren’t just nice-to-haves. They are the difference 
between lasting financial security and being another cautionary tale. 
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Surround yourself with the right advisors. Manage your cash flow with precision. Diversify 
like your future depends on it—because it does. 

You built your wealth through smart decisions. Don’t let bad ones take it away. 

 

Next Step: Book a Call Before It's Too Late 
 
If you're serious about protecting your wealth, Certuity is here to help. We’ve guided 
business owners just like you through high-stakes liquidity events—ensuring they keep, 
grow, and enjoy their wealth for generations. 

But here’s the deal: not everyone qualifies to work with us. 

Our expertise is reserved for business owners who take their financial future as seriously 
as they took building their company. 

If that’s you, book a confidential, no-obligation call with Certuity now. We'll break down 
where you're exposed, what’s at risk, and the steps to lock down your wealth before it’s too 
late. 

👉 Click Here to Schedule Your Call 

One decision now could mean the difference between financial certainty and becoming 
just another entrepreneur who let it all slip away. 

The choice is yours. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://certuity.com/start-your-journey/
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Legal Disclaimer 

Certuity, LLC, a Delaware limited liability company (“Certuity”), is an investment adviser registered with the U.S. Securities and 
Exchange Commission (“SEC”). Registration of an investment adviser does not imply any specific level of skill or training and 
does not constitute an endorsement of the firm by the SEC. Certuity® is a registered trademark of Certuity Holdings, LLC.  

This presentation is intended solely for the person to whom it is delivered by Certuity. This presentation is confidential and may 
not be reproduced, in whole or in part, or redistributed to any party in any form, without the prior written consent of Certuity. The 
information enclosed in this presentation is confidential. By accepting it, you agree to treat it as such and any unauthorized use, 
reproduction, distribution or disclosure of this presentation or the information enclosed herein, in whole or in part, without the 
prior written consent of Certuity is strictly prohibited. 

The information contained herein is for informational purposes only to describe certain of our investment strategies and related 
market commentary. The attached should not be construed to provide any specific investment advice to you or to recommend 
the purchase of any securities or other assets described herein and should not be relied upon for the purpose of making any 
investment decision. This presentation does not constitute, and should not be construed to constitute, an offer to sell, or a 
solicitation of any offer to buy, interests in any investment or private investment fund advised and administered by Certuity. 
Investors wishing to pursue any of the investment strategies described herein must obtain and review offering documents and 
other materials describing the investment or investment strategy. In addition, this presentation is not intended to serve as the 
basis for any contract to purchase or sell any security, or other instrument, or to enter into or arrange any type of transaction as 
a consequence of any information contained herein. 

Certain information contained herein has been obtained or derived from unaffiliated third-party sources believed by Certuity to 
be reliable. Neither Certuity nor any of its affiliates or representatives make any representation or warranty, express or implied, 
as to the accuracy or completeness of the information contained herein and nothing contained herein may be relied upon as an 
indicator or representation as to prior or future performance.  

Some of the materials contained herein may be characterized as “forward-looking statements”, which can be identified by the 
use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”, 
“continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology, and which may include, 
among other things, projections of future performance, estimates, forecasts, scenario analysis, or pro forma information. These 
forward-looking statements reflect Certuity’s views with respect to future events. Actual returns and results could differ 
materially from those in the forward-looking statements as a result of changes in assumptions, market conditions, and other 
factors beyond Certuity’s control. Investors are cautioned not to place undue reliance on such information. No representation or 
warranty, express or implied, is made or can be given with respect to the accuracy, completeness, fairness, reliability, or 
suitability of any information included herein. Furthermore, no representation or warranty is made that the information presented, 
including the views expressed, will be realized as a result of implementing the investment strategy and proposed fund structure. 
Additionally, there is no obligation to update, modify or amend this report or to otherwise notify the recipient in the event that 
any matter stated herein changes or subsequently becomes inaccurate. 

Products and/or services offered by Certuity are not deposits or other obligations of Certuity, are not endorsed or guaranteed 
in any way by Certuity or any banking entity and are not insured by the Federal Deposit Insurance Corporation or any other 
government agency. Certain products and services may have restrictions on their transfer or sale. There can be no assurance 
that actual returns and results will not be materially lower than those presented. Any prior investment results or returns are 
presented for illustrative purposes only and are not indicative of the future returns of the issuers of the securities described 
herein. An investment in any Certuity product or investment service involves a high degree of risk and could result in the loss of 
your entire investment.  

All analyses and projections depicted herein are for illustration only and are not intended to be representations of performance 
or expected results. The results achieved by individual clients will vary and will depend on a number of factors including 
prevailing dividend yields, market liquidity, interest rate levels, market volatilities, and the client's expressed return and risk 
parameters at the time the service is initiated and during the term. Past performance is not a guarantee of future results. 

Stock values fluctuate in response to the activities of individual companies and general market and economic conditions. Bond 
values fluctuate in response to the financial condition of individual issuers, general market and economic conditions, and 
changes in interest rates. In general, when interest rates rise, bond values fall, and investors may lose principal value. Certain 
investment strategies tend to increase the total risk of an investment (relative to the broader market). Alternative investments, 
such as commodities, real estate, and short strategies, are speculative and entail a high degree of risk. Foreign investments are 
especially volatile and can rise or fall dramatically due to differences in the political and economic conditions of the host country. 
Certain investment strategies tend to increase the total risk of an investment (relative to the broader market). 

This presentation is not intended to provide legal, accounting or tax advice. Because investment products and services often 
have tax consequences, you should consult your own attorney or tax adviser to fully understand the tax consequences of any 
product or services mentioned in this presentation. You should seek financial advice regarding the appropriateness of investing 
in any securities or investment strategies discussed in this presentation. Information regarding Certuity’s fee schedules are 
described in its Form ADV Part 2A. Any additional information regarding this presentation is available upon request. 


