
#1 Free Legal Website
FindLaw.com is the leading and largest online resource for legal information. For basic legal issues 

to more complex ones, you’ll find thousands of helpful articles, a legal community to get answers to 

your specific questions, an attorney directory, blogs, news, DIY forms, and much more.

Closing Down Your Business: a Chronology

Closing up a business takes more than just walking away. There are legal, tax, and financial matters which must be

addressed. Below is a guide to the steps an owner must take when closing the business’s doors.

1. Vote to dissolve. The owners of the business entity must agree to dissolve. Your articles of incorporation, partner-

ship agreement, or articles of organization should contain provisions setting the rules for such a vote. If not, state

statutes that govern your for m of business will act as "fall-back" provisions by prescr ibing how a vote to dissolve

must be conducted.

2. Put a dissolution team together. This team should include your attorney, CPA, and a business valuation exper t.

3. List assets and take inventor y. This is essential for the business valuation and is necessary in order to file your

business’s final tax returns.

4. Get a business valuation. A valuation, while costly, may prevent future disputes from arising among the business’s

owners and provide evidence justifying the figures you use on your final tax return.

5. Set a timetable . Be realistic. Closing a business will take time. Dev eloping reasonable time frames for each step of

the dissolution process will insure that you do not over extend yourself by taking a new position or planning to relo-

cate too soon.

6. Make the announcement. You do not want your creditors, customers, and especially your employees to learn that

the business is closing from anybody but you. Uncertainty may cost you additional revenues while preparing to

close, and disgruntled and/or deserting employees will hinder your dissolution process.

7. work out contracts and obligations that extend beyond your closing date. Negotiate final payments on automo-

biles, office equipment, and leases. Also infor m insurance companies and utility companies of your closing date.

8. Close the business. Terminate production, sales, and services.

9. Dispose of assets. This is also a good time to terminate your business insurance coverage.

10. Pa y off the business debts.

11. Prepare final tax returns. This step requires preparing both federal and state tax for ms. These for ms will be more

complicated than the annual returns that your business prepares. If your business hasn’t consulted a tax exper t pr ior

to dissolution, this is the time to do it.

12. File dissolution papers with the state. Cor porations, limited liability companies, limited partnerships, and limited

liability partnerships are required to notify the state that they have dissolved. Although a general partnership is not

required to register, it is still a good idea to consult your attorney about a way of making your dissolution known to

the state.

13. Prepare final forms for federal, state, and local governments. Ever y agency that registered your business,

issued you a license, provided you with tax numbers, or played a role in getting your business up and running should

be notified of your dissolution.

14. Close the business bank account.

15. Keep all business records and other business documents for seven years. This will provide you with peace of

mind in the event the Internal Revenue Ser vice decides to audit your business somewhere down the road.
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