Before It's Too Late:
The Independent Business Review
Playbook for Sole Traders

How to understand the business, protect your position and choose a realistic
way forward

For sole traders and self-employed business owners facing financial pressure
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How to use this playbook

A sole trader and the business are legally the same person. There is no limited liability shield between
business debts and personal assets.

An independent review can help identify whether the business is viable, whether cash pressure can be
corrected, and how business and personal liabilities should be managed together.

The purpose is not simply to produce figures. It is to understand what is happening, what you personally owe,
what assets are exposed, and which options are realistic.

Important: Because business and personal liabilities are connected, advice should consider the whole
financial position, including the home, secured borrowing, joint debts, tax, personal guarantees and
household expenditure.

1. Define the purpose of the review

Questions to answer first

e Who requested the review and why?

¢ Is the concern short term cash pressure or long-term unviability?

e Which debts are business debts, and which are personal or joint?

e Are creditors already taking enforcement action?

¢ What outcome are you trying to achieve?

e Is the business capable of producing sustainable personal income?

2. Separate business performance from household survival

A sole trader must understand both the cash generated by the business and the amount required for
reasonable household living costs. A business that covers its own bills but cannot support the proprietor may
still be unsustainable.

e Business receipts and operating costs.

e Tax and National Insurance liabilities.

e Loan, hire purchase and asset finance payments.

e Personal drawings and household expenditure.

e Mortgage or rent, utilities, food, travel and dependants.
e Joint debts and liabilities shared with another person.

Recommended cash flow approach

Prepare a short-term cash flow forecast showing expected business receipts and payments week by week,
supported by a monthly forecast for the wider period. Add a realistic household budget so that the review
shows whether the business can support both trading and essential living costs.

3. Build a complete debt schedule

Include every liability

e HMRGC, including Self-Assessment, VAT, PAYE and National Insurance, where applicable.
e Trade suppliers and subcontractors.

e Business loans, overdrafts, and credit cards.

e Personal loans and credit cards are used for the business.

e Mortgages and secured loans.
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Hire purchase, vehicle and equipment finance.

Rent, rates, utilities, and insurance.

Court judgments, statutory demands, and enforcement costs.

Joint debts, guarantees and liabilities to family or connected parties.
Contingent claims, disputed debts, and pending tax assessments.

4. Test whether the business is genuinely viable

Which products, services or customers generate a real cash contribution?
e Are prices high enough to cover all direct costs and overheads?

Are customer payment terms causing the cash shortage?

Is the owner taking enough income to live, or funding losses personally?
Can costs be reduced without destroying the business?

Is demand stable, declining or dependent on one customer?

Would the business remain viable after realistic tax and debt repayments?

5. Understand the assets at risk

Because the sole trader and the business are the same legal person, personal assets may be available to
creditors, subject to the nature of the asset, ownership, security and any applicable legal protection.

Assets to identify

e The family home and any other property.

e Business equipment, tools, vehicles and stock.

e Bank accounts and savings.

e Money owed by customers.

e Pensions and insurance policies.

e Shares, investments and cryptocurrency.

e Claims, inheritances or beneficial interests.

e Assets jointly owned with a spouse, partner or another person.

Most rights under approved pension arrangements are generally excluded from a bankruptcy estate, but
pension income, unusual contributions and the particular scheme must still be reviewed carefully.

6. Review urgent enforcement risk

e HMRC enforcement and Time to Pay discussions.

Statutory demands and bankruptcy petitions.

County Court judgments and enforcement agents.

Charging orders, attachment of earnings and third party debt orders.
Landlord action or loss of business premises.

Repossession or termination of financed vehicles and equipment.
Mortgage arrears and possession risk.

Supplier action that could stop the business trading.

7. Protect records and avoid damaging transactions

Do not transfer assets to family members or connected parties to place them beyond creditors.
Do not sell assets for less than proper value without advice.

Do not repay family or connected creditors merely because of personal pressure.

Do not incur new credit if there is no reasonable basis for repayment.

Keep tax, bank, sales and purchase records complete and accessible.
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e Record the basis for significant decisions and professional advice received.

8. Consider the available options

e Operational changes, price increases and cost reduction.

e Improved collections or revised customer terms.

¢ Negotiated payment arrangements with creditors or HMRC.

e Refinancing, but only where affordable and commercially sensible.
e Sale of part or all of the business or selected assets.

e Individual Voluntary Arrangement, where suitable.

e Debt Relief Order, where all eligibility conditions are met.

e Bankruptcy.

e A controlled cessation of trade with an agreed debt strategy.

9. Understand formal insolvency consequences

Formal personal insolvency can affect assets, banking, credit, trading names, professional status and the
public record. It may also affect jointly owned property and people who remain liable on joint debts.

e AnIVAis a legally binding proposal to creditors supervised by a licensed insolvency practitioner.

o A Debt Relief Order is available only where statutory eligibility requirements are met.

e In bankruptcy, assets may pass to the trustee, although certain essential domestic and business items
may be exempt subject to the statutory rules.

e Bankruptcy does not release a joint borrower or guarantor from their own liability.

e Secured creditors generally retain their rights against the secured asset.

Final sole trader readiness questions

¢ Do | know exactly what | owe personally and through the business?

e Can the business pay current bills and tax as they fall due?

e Does the business produce enough for reasonable household needs?

e Are any creditors about to take enforcement action?

¢ |s my home or another important asset at risk?

e Are any debts joint or guaranteed by someone else?

e Would further borrowing solve the cause of the problem or merely delay it?

e Have | obtained regulated debt and insolvency advice before moving assets or agreeing a formal
solution?

e Do | have a realistic plan if the business must stop trading?

Official sources used

The legal and official guidance in this playbook was checked against the following sources as at 1 July 2026:

e GOV.UK: Options for dealing with debts

e GOV.UK: Individual Voluntary Arrangements

e GOV.UK: How to get a Debt Relief Order

e GOV.UK: Becoming bankrupt if you are self employed
e Insolvency Act 1986

Speak to Vee

Early, calm and properly informed intervention can make a significant difference. Vee Bharkhada helps
directors and business owners understand the position, identify realistic options and manage financial
distress before it becomes harder to control.
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https://www.gov.uk/options-for-dealing-with-your-debts
https://www.gov.uk/options-for-dealing-with-your-debts/individual-voluntary-arrangements
https://www.gov.uk/guidance/how-to-get-a-debt-relief-order-dro
https://www.gov.uk/becoming-bankrupt/if-youre-self-employed
https://www.legislation.gov.uk/ukpga/1986/45/contents

Book a confidential meeting with Vee: www.navigatebr.com/book-a-meeting-with-vee/
Telephone: 0330 236 9938

Disclaimer

This playbook is provided for general information and educational purposes only. It is not legal advice,
financial advice, insolvency advice or advice on the facts of any particular matter.

The law relating to insolvency, directors’ duties, creditor rights and personal liability is highly fact sensitive.
The correct course will depend on the company or individual’s financial position, contracts, security,
transactions, records, timing and the steps already taken.

Navigate Business Recovery Limited is not a firm of solicitors and does not conduct reserved legal activities.
Where legal advice, Court representation or the conduct of litigation is required, advice should be obtained
from an appropriately qualified and authorised solicitor or barrister. Most private sector formal insolvency
appointments must be accepted by a licensed insolvency practitioner, although the Official Receiver has
statutory office holder functions in bankruptcy and certain compulsory insolvency proceedings.

This playbook applies to sole traders and self employed individuals in England and Wales. It does not apply
to limited companies, limited liability partnerships, ordinary partnerships as a complete guide, Scotland or
Northern Ireland. Eligibility criteria and debt solution rules can change and must be checked at the time
advice is given.

No person should act or refrain from acting solely in reliance on this playbook. Navigate Business Recovery
Limited accepts no responsibility for loss arising from reliance on its contents.
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https://www.navigatebr.com/book-a-meeting-with-vee/
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