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The Montgomery County Business Advancement Team assists and 
supports local businesses. Visit the Montgomery County Business 
Portal for valuable information on doing business in Montgomery 
County and with Montgomery County Government.

https://www.montgomerycountymd.gov/Biz-Resources/

http://www.montgomerycountymd.gov/biz
https://www.montgomerycountymd.gov/Biz-Resources/
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Providing free 
business advice and 

mentoring

Offering low or 
no-cost business 

training

Sharing free business 
templates and 

resources
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As a resource partner of the SBA, we help small businesses by:

About SCORE
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Request a SCORE mentor at www.score.org/find-mentor

http://www.score.org/find-mentor
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Your Presenter
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• Len Briskman is the former founder and CEO of 
one of the top 100 public companies in the DC area.  
As a Certified SCORE Mentor, he leads the DC 
Chapter Advisory Team, assisting small companies who 
are experiencing financial difficulties.
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Webinar Objectives
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• Develop an understanding of the options available to a financially distressed 
individual or commercial entity

• Discuss and understand the requirement for full, complete and accurate 
disclosure of the operations and financial history and condition of the entity

• Discuss and understand the steps to take when closing your business

• Develop an understanding of how to realize the maximum value upon closing
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Agenda

1. Legal Alternatives

2. Resurrecting the Business

3. Selling the business

4. Closing the business
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Are You Suffering Personal Stress?
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• Exhausted personal assets

• Maxed out credit cards, Checks bouncing

• Family and friends not an option

• Lawsuits filed

• Attachments and garnishments

• Mortgage in default

• Overdue and unpaid Federal and State taxes
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Options Available
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• Federal and State Insolvency Laws

• Out of Court Workouts

• Resurrect your business

• Sell your business

• Close your business
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What is Bankruptcy?
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Bankruptcy and insolvency laws 
help people who can no longer 
pay their creditors get a fresh 
start by liquidating their assets to 
pay their debts, or by creating a 
repayment plan.
An automatic stay.
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Three Options
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• Federal Options:
◦ Chapter 7
◦ Chapter 11 – Small Business Option
◦ Chapter 13

• State Insolvency Laws:
◦ Receiverships
◦ Assignment for the benefit of creditors
◦ Dissolution of the entity

• Out of Court Informal Workouts
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Chapter 7 Basics
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• Chapter 7 involves full liquidation of your assets in order to repay debts

• All or some of your property may be sold in order to settle debts

• Some property, such as clothing, vehicles and furniture, is considered exempt 
and cannot be liquidated during Chapter 7 bankruptcy
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Chapter 13 Basics
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• Chapter 13 bankruptcy, also known as “reorganization bankruptcy,” allows 
you to pay creditors either all debts, or a portion of what you owe.

• You usually have a three to five-year window by which to complete the 
repayment process. 

• In Chapter 13 bankruptcy, you get to keep your assets because you have 
agreed to work out a repayment schedule for creditors.
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Chapter 13 Basics (Continued)
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• In order to qualify for Chapter 13 bankruptcy, you must be able to prove that 
you earn enough money to be able to repay your creditors during the length 
of the repayment process

• Those who cannot prove they have enough income to do so will not be 
permitted to file for Chapter 13 bankruptcy

• One significant advantage of this Chapter is the ability to reduce the balance 
of certain secured debts to the value of the property – known as a cram 
down – Example

• Credit Counseling
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Chapter II Basics
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• This chapter of the Bankruptcy Code providing (generally) for reorganization, 
usually involving a corporation or partnership.

• A Chapter II debtor usually proposes a plan of reorganization to keep its 
business alive and pay creditors over time.

• People in business or individuals can also seek relief in Chapter II.

• There is an option in this Chapter to file as a small business (less that $2.5 
million in debts), which is a simpler and less expensive procedure.  Called 
Chapter 5.
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What is Not Dischargeable in Bankruptcy
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• Secured debts, like a car loan or mortgage

• Federal, state, and local taxes

• Child support

• Alimony

• Student loans (except in very limited circumstances)

• Money owed as a result of drunk driving and other criminal offenses, such as 
willful injury or damage to people and property

• PPP Loans – only if determined they are fraudulent
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Selecting Counsel 
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• Consider if you qualify for pro bono assistance.

• Choose a lawyer who specializes in bankruptcy and distressed businesses.

• Best option. One who is a member of the local Bankruptcy Bar Association.

• Check the website.  Inquire about experience, availability, fees, retainers, flat 
rate vs hourly rate.

• Ask for references

• Inquire of Bar Association of history of any complaints.

• Written retainer agreements required in most jurisdictions.
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Other Considerations
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• Financial disclosure document requirements 
◦ Tax returns, financial statements, check register, etc.
◦ Transfers to “insiders” 
◦ Personal guarantees
◦ Secured creditors and value of assets
◦ List of unsecured creditors, names, addresses, amounts owed

• Consequences of Filing Bankruptcy
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Out of Court Workouts
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• What is it?

• How does it work?

• Is it usually successful?

• What are its limitations?

• What are its advantages

• What are the alternatives if the legal and out of court remedies do not 
work?
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Resurrect your Business

19

• Additional funding

• New capital

• Start or expand an Internet Business

• Send emails to old customers that you 
are reopening

• PPP Funding

• Request a rent reduction or moratorium
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Sell Your Business
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• Difficult to sell a distressed business – Zero Sales, No good will

• Potential Buyers
1.  Employees
2.  Partners
3.  Minority Stockholders
4.  Outside Buyers

• List Business on Biz/Buy/Sell, Business Brokers – Full Disclosure
Sales Proceeds vs Liquidation Proceeds

• Last Alternative – Take Steps to Close the Business
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Closing Your Business
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• Notify Employees

• Exit Your Lease

• Sell Your Assets

• Collect Money Owed and Pay Outstanding Debts

• Submit Final Filings and Tax Returns

• Dissolve Your Entity

• Cancel Licenses, Accounts, Cards 
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Employees

22

• Communicate your decision to employees, partners, investors, attorney, 
accountant and all stakeholders. Provide a date, if possible.

• Employees:  Give employees some notice if possible.  If you need an employee 
to help wind up the business, offer the employee a small bonus to stay until 
the very end.

• Employee Pay:  Pay W-2 & 1099 employees their last paychecks on their last 
day, when the value is accrued. Include accrued vacation time and any other 
monies owed.

• MD Dept of Labor:  Work Adjustment Notification:  Notification of Layoffs  
50 or more employees.  Sixty day notice.  Will be implemented in April
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Lease Strategy
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• Can be complicated

• Review options with lease attorney

• Things to look for:
◦ Term Remaining
◦ Personal Guarantee
◦ Force Majeure – What is it?
◦ Common Area Charges – Maintenance, Taxes, 

Insurance
◦ Annual Rent Increases
◦ Business Interruption Insurance
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Lease Strategy (continued) So what can you do?
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• Sublease or assign space with landlord’s approval, preferably to a compatible 
business.  
◦ E.g., Landlord may want another restaurant.  Most leases contain language that landlord 

will not unreasonably withhold consent to sublease or assign.  

• Sell lease, if allowed. 
◦ May be the most valuable asset, especially for a restaurant.  
◦ Below market rents have the most value.

• Offer landlord a highly discounted termination fee.  Depends on term.  

• Walk away from lease if no personal guarantee or liability.
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Sale of Assets
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• Need to raise money

• Sell assets in bulk or piecemeal – vehicles, 
equipment, removable leasehold 
improvements, furniture, fixtures, 
computers, Customer lists

• Finding buyers:
◦ Craigs List
◦ Ebay
◦ Dealers, Competitors, Social Media ads, 

Internet to find buyers of specific items

• Start early to find buyers
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Collect Money Owed and Pay Outstanding Debts
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• Collect money owed to you
◦ Preferably before you publicize your closing
◦ If customers cannot pay:

◦ Sell the accounts receivables at a discount
◦ Have customers pay by credit card
◦ Initiate a lawsuit as a last resort

• Pay your outstanding debts
◦ Try to negotiate a discount
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Final Steps to Close your Business
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• File Final Returns:
◦ File final payroll tax – A personal liability.  If unable to pay, file IRS Form 656, which may 

allow you to reduce the amount or pay over 5 years.
◦ File final employment related tax returns, IRS Forms 940 for Employer Tax 

(Unemployment) & IRS Form 941 for SS, Medicare, Withholding Tax.
◦ Submit your Final Income Tax Return.  April 15 of the year after the business was closed 

for LLCs. 

• Dissolve your Business Entity 
◦ This involves filing Articles of Dissolution with the Secretary of State Office.  Can do it 

online.  Maryland Express.
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Final Steps to Close Your Business (Continued)
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• Cancel the following Items:
◦ Business Licenses
◦ Credit cards 
◦ Bank accounts 
◦ Subscriptions 
◦ Permits
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Closing Retail Stores:  Inventory Liquidation Strategies 
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• Sell in bulk at a substantial discount to a competitor, liquidator, dealer, broker, 
foreign market.  Find buyers on Internet

• Bulk Sales Law:  In some states, may have to notify creditors 

• Going Out of Business Sale (GOB).  Sell inventory in an orderly manner over 
several months.  Make sure it is allowed in lease.  May realize 60% or more of 
your cost after operating expenses.  May take 3 to 6 months.

• Retain a liquidator, auction house, dealer to hold sale.  They take a percentage 
of proceeds.
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Inventory Liquidation Strategies (Cont’d)
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• Hold a consignment sale at another business.

• Retain inventory and sell piecemeal through a new or ongoing Internet 
business.

• Donate inventory if unable to sell or liquidate.  Restaurants can donate food 
to food banks.  May be able to take personal tax deductions if business is not 
a C Corporation.
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Closing a Day Care Center
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• Approximately 50% of 5,000 Day Care Providers have closed

• Notify all Parents at least a week beforehand

• Notify your Licensing Specialist or Certification Representative

• Edit Provider Portal of Status

• If an enrolled child or staff member tested positive for COVID-19, contact 
your local public health department

• Arrange to reimburse parents for any unused prepayments once a closure 
decision is made
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Closing a Restaurant
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• Over 100,000 restaurants have closed in the last 6 months.  Almost 3 million 
are unemployed and the revenue hit is $240 billion.

• The vast majority of work in closing a restaurant entails a thorough cleaning 
of front and back, including food preparation & dishwasher.

• Credit Card Equipment should be returned to provider.

• Restaurant Equipment:  Sell even though you may only obtain 10% to 20% of 
original cost, depending on age and condition.

• Sell lease – if allowed.  This may be the most valuable asset.

• Donate left over food.
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After Closing your Business
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• Distribute any money or assets left over to 
yourself, partners, and stockholders.

• See if you can retain some inventory and 
other items to undertake a B to B or B to 
C Internet business.  SCORE can help.

• If you have no personal guarantees or 
personal liabilities outstanding, SHUT THE 
LIGHTS, CLOSE THE DOOR AND WALK 
AWAY………AND PLAN YOUR 
COMEBACK
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Need Additional Assistance?
Book your next, or first, appointment with a 
SCORE mentor today

• Remote Mentoring: By Phone, Email 
or Video Conferencing

• Real Time Mentoring: Tuesdays & 
Thursdays 2-5pm ET

www.score.org/find-mentor
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http://www.score.org/find-mentor


www.score.org
36

THANK YOU FOR YOUR 
PARTICIPATION  
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Funded in part through a 
cooperative agreement with the 

U.S. Small Business Administration.
All opinions, conclusions, and/or 

recommendations expressed herein 
are those of the author(s) and do 

not necessarily reflect the 
views of the SBA.
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