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Is Your Business in Distress?

8 essential steps if your business is in distress

The impact of the COVID-19 crisis has caused significant distress to
business. Indeed, for many businesses, cash flow has slowed to a trickle
or even stopped completely.

Here are eight essential steps to take to deal with the impact of the
COVID-19 on your business as recommended by ARITA the peak
Insolvency professional body.

1.

Be honest with yourself

Lots of people in financial distress stop opening bills and stop
answering phone calls. The first step to getting through a squeeze
is admitting to yourself you’re in a tight spot.

Do your accounts

It's absolutely essential that you find out your financial position.
You need to know what you owe, to who, when the major bills are
going to fall due and how much they are going to be. Look
especially at rent, loans, tax, etc.

You also need to check who owes you money and if they’re going
to be able to pay. Making sure your books and records are up to
date is also critical in protecting you later if things get worse.

Are you already broke?

This is a tough question to face — but you need to. The law says
you are insolvent if you can’t pay your debts as and when they fall
due. If you can secure more funds from a lender or an investor that
will pay those bills, then you are ok.

But, if not and that’s the spot you're in, you must stop trading and
appoint a Registered Liquidator, or else you will face even greater
personal liabilities. You might think you can’t get more broke than
broke, but there can be serious consequences.

Talk to your bank & lenders
Here is where it helps if you’ve got your accounts done. Being able
to sit down with your bank and show them you know the situation
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you're in, and being able to discuss the outlook is the best way to
gain their support.

Most banks have made public announcements about their
willingness to support their customers in these tough times.
Remember, it is absolutely in your bank’s best interest to have you
trade through tough times and remain a customer in the long term.
They are likely to be firmly on your side.

Talk to the Tax Office

Tax bills are one of the biggest costs that a business pays. It's
Important to remember that GST revenue and income tax withheld
for employees isn’'t your money. But we also know that it's possible
you don’t have what’s required to pay the bills when they fall due.

You must keep all of your tax declarations up to date and accurate.
If so, you will find the ATO is also supportive of trying to get you
through a tough period.

The ATO has now issued special advice about the help that's
available

Talk to your suppliers

They are probably facing a tough time as well. And they wiill
certainly know others amongst their customers doing it hard. Have
an open discussion with them and work out what you can agree on
together. Just like banks, it’s in your suppliers’ interests to keep
you going and remaining a customer over the long term. But do
understand that they too might be squeezed for cash right now.

Get qualified help

Yes, it’s likely to cost you some money that you don't feel like you
have at the moment. But getting qualified help is likely to save you
money in the long run.

Most general accountants and lawyers don’t know their way
around the complexities of insolvency law, so you need to talk to
experienced specialists.
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8. Look after your mental health

Having your business in financial distress is a crushing experience.
It's likely to be personally hard on you. It's important to ensure you
are aware of and look after your mental health because the most
important thing is that you get through these challenges yourself.

Don’t be afraid to ask for help if you need it. Chat to your doctor,
check out Beyond Blue or call Lifeline if you are in urgent need of
help and more information on looking after your mental health.

Don’t wait!

It's really important to realise that a lot of people are in the same boat at
the moment, and generally through no fault of their own. So, don’t see
this as a personal failure. But do get proper, qualified advice as quickly
as you can.
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