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Help for Your Business During Financial Trouble

These days, many business owners are facing severe financial difficulties and are looking for help for their struggling busi-

ness. Here are some great tips that you can use.

1. Make sure your taxes are current. Always, always, always pay all of your taxes on time. Payroll taxes are withheld

from your employees’ paychecks and it is important for your small business to make sure these are paid correctly. The IRS

and your state’s tax authorities can hold you personally liable for these taxes and can, and likely will, assess penalties for

non-payment. Also, bankr uptcy proceedings will not likely make these debts go away.

2. Cash flow problems? Cut your spending. If you have come to the point where you realize that you don’t have enough

money coming in to pay all of your costs, you should cut your expenses down to the bare minimum. Some of the best help

for business is often found by simply trimming the excess from expenditures. You should plan out your short-ter m financial

strategy, including a list of all money that is owed to your business. Lastly, be sure to keep paying the bills that need to be

paid, but wor k with suppliers and creditors to defer expenses to a later date if possible.

3. Be honest about your debts. If your business is in a severe financial crisis, you may be tempted to go to a bank and

apply for a new loan using false infor mation. Don’t give in to this temptation. Loans that are granted based on false infor-

mation are loans obtained by fraud, and you may become personally liable to the creditor for these loans.

4. Don’t try to save business proper ty by transferring it. Many business owners are so desperate for help for their

business that they transfer business property to friends and relatives in an attempt to hide these assets from creditors.

Many creditors are quite used to tracking these transactions down and reclaiming the property, how ever. In addition, doing

so may land you in legal trouble in the for m of civil or even criminal fraud charges.

5. Don’t pay one creditor over another. The laws of bankruptcy will look into your history of paying creditors and not be

kind if you have made a habit of paying some creditors over others. If your business is forced to file for bankruptcy, the

bankr uptcy cour t will look into all payments made to creditors in the past year to see if your business gave some creditors

preferential treatment. If you are still outside of bankruptcy proceedings, you may legally pay one creditor with an unse-

cured loan ahead of others, but special treatment is given to secured creditors (creditors that hold property as collateral).

6. Keep debt and bank accounts separate. If you have taken a loan out from a bank, it would be wise to keep your cash

(checking and savings) in other locations. Many loan agreements contain clauses that let banks take money directly from

your accounts without notice if you are having financial difficulties, called a "setoff." If you’re having cash flow problems

already, the last thing you need is to wake up to discover that the bank has emptied your checking account.

7. Renew your insurance. If your business is looking like it will be heading to Chapter 11 reorganization or if you will have

to file Chapter 13 bankruptcy, you may find it hard to insure your business. Many insurance companies frown on giving

insurance to businesses in such proceedings. This is why you will want to renew your insurance contract before starting

any type of bankruptcy proceeding. The insurance company cannot cancel your plan if you continue to make timely pay-

ments.

8. Utilities and leases shouldn’t be a problem. Because of the special nature of utility companies as well as landlords,

you shouldn’t worr y about these two providers during a bankruptcy. A utility company will not shut off your power if your

business files for bankruptcy and may only require you to post a deposit to keep the services running. In addition, even

though your commercial lease may contain a clause granting the landlord the power to evict if your business files for bank-

ruptcy, he or she cannot normally do so if you continue to pay your rent during the bankruptcy proceedings. These clauses

have generally been found invalid unless the tenant is a sublessee or assignee.

9. Return unwanted leased proper ty. Many businesses often lease property to use in their everyday operation. If your

business is using such property, sit down and carefully decide if all of the property is strictly necessary for your business to

continue to run. If something is non-essential, consider returning the property to the company that leased it to you. If the

proper ty you retur n is wor th more than you owe on the remaining lease, this item will be discharged in bankruptcy.



However, if you do need to keep the equipment, be sure to continue making regular payments as this item will not be dis-

charged in a bankruptcy proceeding.

10. Your business’ pension plan is off limits. There are many pension plans that do not allow you to remove any money

from the account. Other pension plans allow you to remove money, but assess a ver y hefty penalty for doing so. In addi-

tion, the plan could be cancelled, meaning that any deductions would be canceled, all the assets in the plan distributed,

and all taxes and penalties applied. Yet other plans allow owners to borrow from the plan for specific purposes, but with

restr ictions. Only choose this option after careful consideration: if you fail to pay the plan back, you will probably face

penalties and may have to pay taxes on the money withdrawn.

11. Sell your business. This is the final straw. If everything else has failed and bankruptcy does not appear to be an

option, you may have to think about selling your business in order to make ends meet.



Find a Consumer Protection 

Attorney Near You

Learn More: Tips to Help Protect Your Identity, Protect 

Yourself from Online Auction Fraud, Stolen Identity: 

What to Do

The FindLaw Guide to Online Fraud and Identity Theft

Follow us on

A Thomson Reuters Business

FINDLAW.COM EMPOWERS 

PEOPLE WITH TRUSTED,  

TIMELY AND INTELLIGENT  

LEGAL INFORMATION

BLOGS – FindLaw Blogs present timely news that has 

real-life implications, deliver important information 

and discuss law-related entertainment. 

FINDLAW ANSWERS – A vibrant, interactive online 

community where everyday people can ask legal 

questions and get real-time answers from legal  

professionals and others with similar experiences.

NEWS & NEWSLETTERS – Updated throughout the 

day and night and covering a wide range of legal 

topics, FindLaw.com’s News page presents current 

legal news, keeping people informed and educated.

FIND A LAWYER – An easy-to-search database 

of more than one million lawyers and law firms. It 

provides detailed information, enabling people to 

contact a qualified lawyer when they are ready.

DO-IT-YOURSELF FORMS & CONTRACTS – FindLaw.

com provides accurate legal documents for common 

legal matters. Choose from a library of easy-to-use, 

low-cost, accurate legal forms for everyday legal issues.

FINDLAW VIDEO – On FindLaw.com, you’ll find an 

online directory of more than 1,500 short videos 

dedicated exclusively to legal topics and attorney and  

law firm profiles.   

Connect With Us
FindLaw.com has an entire social media team 

dedicated to providing our users with as many 

options as possible to join, participate in, and learn 

from the FindLaw community. Some of the  social 

key channels are the following:

 

•	 FindLaw for Consumers on Facebook 

Making the law easy to access with interactive 

legal updates aimed at starting conversations, 

informing followers of their legal rights and 

providing a forum for questions and resources 

 

•	 @FindLawConsumer on Twitter 

Tweeting interesting, entertaining and  

informative legal news everyday 

Copyright © 2013 FindLaw, a Thomson Reuters business. All rights reserved. The information 

contained in this article is for informational purposes only and does not constitute legal advice.  

The use and distribution of this article is subject to the Creative Commons BY-NC-ND license, which 

can be viewed at  http://creativecommons.org/licenses/by-nc-nd/3.0/. You must attribute the article by 

providing the title of the article, FindLaw copyright notice and link to the original work. You may not 

use the article for commercial purposes and you may not alter or transform this article in any way.

HAVE A LEGAL QUESTION?

NEED TO FIND AN AFFORDABLE, 

QUALIFIED ATTORNEY?

Protect yourself, your family or  

your business with a legal plan 

or form from LegalStreet

http://consumer.findlaw.com/online-scams/?DCMP=CCX-MG-012
http://findlaw.com?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://legalblogs.findlaw.com/?DCMP=CCX-MG-012
http://answers.findlaw.com?DCMP=CCX-MG-012
http://legalnews.findlaw.com/?DCMP=CCX-MG-012
http://lawyers.findlaw.com?DCMP=CCX-MG-012
http://forms.findlaw.com/?DCMP=CCX-MG-012
http://video.findlaw.com/?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://creativecommons.org/licenses/by-nc-nd/3.0/
http://findlaw.com?DCMP=CCX-MG-012
http://legalstreet.com?DCMP=LS-LPD-001

