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The Internal Revenue Code permits a business bad debt deduction when a customer fails to pay for the services
rendered or the products supplied by your business. However, the ability to claim an ordinary deduction with
respect to the worthless debt depends on a variety of factors, and you should be ready to substantiate your
position if the IRS ever challenges it.

This article addresses the key issues to claiming a business bad debt deduction in a bankruptcy case. To access
this article and read other insights from our Creditor’s Rights Toolkit, please click here.
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