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Introduction

Business credit is one of the most valuable assets your company can build. A strong business
credit profile can help you qualify for financing, establish credibility with lenders and suppliers,
and support your company's long-term growth.

Whether you're just starting your business or looking to strengthen your financial foundation,
understanding business credit is an important step toward becoming funding ready.

What Is Business Credit?

Business credit is a record of your company's ability to manage financial obligations. Similar to
personal credit, it reflects how your business handles payments and debt.

A healthy business credit profile can make it easier to:
e Qualify for business financing
e Obtain higher credit limits
e Build relationships with vendors and suppliers
¢ Improve your company's financial credibility

e Separate your business finances from your personal finances

Personal Credit vs. Business Credit
Although they're related, personal credit and business credit serve different purposes.

Personal Credit



e Tiedtoyou as anindividual
e Based onyour Social Security Number
e Used for personal borrowing

e Caninfluence business financing decisions, especially for newer businesses

Business Credit
e Tiedtoyourcompany
e Built using your Employer Identification Number (EIN)
¢ Reflects your business's financial history
e Can help establish your company's financial reputation over time

Many new businesses rely heavily on the owner's personal credit at first. As your company grows,
developing business credit becomes increasingly important.

Why Business Credit Matters
Strong business credit may help your business:
e Access more financing opportunities
e Build trust with lenders
o Negotiate better payment terms with vendors
e Support business expansion
¢ Reduce reliance on personal credit

Building business credit takes time, but every positive financial habit contributes to a stronger
foundation.



Steps to Building Business Credit
1. Form Your Business

Choose an appropriate legal structure, such as an LLC or corporation, and register your business
with your state.

2. Obtain an EIN

Apply for an Employer Identification Number (EIN) through the IRS. This serves as your business's
federal tax identification number.

3. Open a Business Bank Account
Keep business income and expenses separate from your personal finances.

Using a dedicated business checking account also helps demonstrate professionalism and
organization.

4. Use Consistent Business Information

Make sure your business name, address, phone number, website, and email are consistent across
all documents, applications, and online listings.

Consistency helps establish credibility.

5. Build Relationships with Vendors
Some vendors and suppliers may report payment history to business credit reporting agencies.

Pay invoices on time to establish a positive payment history.

6. Pay Bills on Time

Payment history is one of the most important factors in building both personal and business
credit.

Make timely payments whenever possible.



7. Monitor Your Credit

Review your personal and business credit information periodically.

Checking for inaccuracies allows you to address potential issues early.

Common Mistakes to Avoid

Avoid these common pitfalls:

Mixing personal and business finances
Missing payment due dates

Applying for unnecessary financing
Failing to maintain accurate bookkeeping
Ignoring your business financial records

Operating without a business bank account

Good financial habits today can strengthen your funding opportunities tomorrow.

Business Credit Best Practices

v Keep accurate financial records.

Vv Separate personal and business expenses.

v Maintain consistent revenue deposits.

v Monitor cash flow regularly.

v Build long-term financial relationships.

v Continue improving your financial knowledge.



Frequently Asked Questions - FAQ
Do I still need good personal credit?

For many newer businesses, yes. Personal credit is often considered alongside your business
information, particularly if your business has a limited operating history.

How long does it take to build business credit?

Building business credit is an ongoing process. The timeline varies depending on your business
activity, payment history, and relationships with lenders and vendors.

Can | build business credit without borrowing money?

Yes. Responsible financial management, timely payments, and maintaining business accounts
can all contribute to establishing a positive business credit profile.

Key Takeaways

Building business credit is about more than obtaining financing—it's about creating a financially
healthy business.

Focus on:
e Operating professionally
e Managing cash flow wisely
e Paying obligations on time
¢ Keeping accurate financial records
e Continuing to strengthen your company's financial foundation

These habits can improve your business's funding readiness and support long-term success.



Continue Your Funding Readiness Journey
Understanding business credit is just one part of becoming funding ready.
Continue learning by:

e Completing the NuCharter Funding Readiness Bootcamp

e Downloading The 7 Funding Factors Guide

e Reviewing the Business Funding Document Checklist

e Apply with NuCharter Funding Group when you're ready to explore financing options
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