ESTABLISHING
BUSINESS CREDIT

Bladimir Mercedes, Member, Small Business Resource Association

As a small business owner, it is important to know
how to access financing and credit for your business.
Running a small business is not an easy feat, which

is why you need a good business credit profile to
help you execute your business plans.

Why do you need a good business having a great credit relationship with the
credit profile and score? The merits of a  major vendors in the industry. A great re-
great credit line can never be lationship with your vendors
overemphasized. Here are some  gmajl Business ™Means, you're less likely to worry
of the benefits associated with wxegupes about having to pay for certain
having a great business credit score services upfront. Securing
and profile: With a good business payment terms like net-30 or
credit score, business owners a credit line with some of the
can gain access to better inter- vendors who report such pay-
est rates, secure better terms ments to credit reporting agencies,
of trade with suppliers and is a great way to build business

avoid having to prepay for _ZSS@GIRTNNN credit history.

Fertain Prgduds and serv- There is actually nothing
ices. This 1S actually a great way to save  that forces vendors to report to business
money V‘fhﬂe sourcing for funds to grow  credit bureaus, which means you might
your business. have to look for those who actually report

EIGHT WAYS TO ESTABLISH  the payment history.
A GREAT BUSINESS CREDIT « Get your Employer Identification

Now that you understand the benefits ~ Number — An EIN is a Federal Tax Iden-
of getting a good business credit score, the ~ tification Number that serves as the
next step is to understand how best to ~ equivalent of a Social Security Number
achieve the objective: for businesses. They are required for in-

« Establish Your Business and Putt ~ corPoration and might be requested
on the Map - You cannot just open a when you are opening a bank account

business and expect it to start establishing with your business name. The EIN will
credit on its own if you don’t make efforts falso beneeded to vendors @d creditor to
to put it on the map. You need to ensure ~ *S1€ accounts for your business.

that your business is properly established * Make Prompt Payments All the
before you can establish any form of  Time—This goes without saying. By pay-
credit. You can start by listing your busi-  ing your bills promptly, you are letting
ness phone number in the directory. A~ vendors know that they can rely on you
business phone number is something any ~ to manage your debts effectively. Your
serious business should have. You canalso ~ credit score is automatically affected by
use your business name to open an official ~ late payments which has an adverse effect
bank account that will be used to pay bills. ~ on your business credit profile.

* Build a Good Credit Relationship ¢ Get a Business Credit Card - You

with your Vendors — Nothing beats ~can also establish a great business credit
by getting your business a credit card

from any of those companies that report
back to the main credit reporting agen-
cies. Operate an open credit card, even if
it is just one. However, be careful not to
overstretch your business finances. You
don’t have to use the credit for everything
that hits your fancy.

¢ Incorporate your Business — Every
serious businessperson knows when it is
time to get incorporated. Incorporation
helps you separate your business profile
from your personal profile. Not incorpo-
rating your business means having your
personal and business credit histories
legally attached.
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e Separate your Commercial
Expenses from your Personal Fi-
nances — This should be fairly obvious
in light of the above-mentioned steps.
Using your business name to open lines
of credits, bank accounts and credit cards
is a great way to detach your personal fi-
nances from your business finance. This
separation becomes even more obvious
when you incorporate your business. Itis
also easier to handle your taxes when
your expenses are clearly separated!

e Pay Attention to your Credit — Er-
rors on credit reports are not new to small
businesses. At least 25 percent of small
businesses have experienced credit card
errors at some point. By monitoring your
business credit history, you can easily spot
any inaccuracy that might cause issues
later on. Don't hesitate to let the reporting
agencies know if you discover any errors.

Building a Great Business Credit

First, you establish your business, then
you build a strong business credit
relationships with vendors and lenders.
This can be achieved with most of the
above-mentioned steps, but you need to
focus on these two steps if you are really
serious about boosting that commercial
credit history.

ESTABLISHING BUSINESS CREDIT

(Continued from page 27)

Pay early. The fact that certain busi-
ness credit scores qualify you for higher
credit lines when bills are paid before
their due date is a great incentive to pay
early. Business credit reports often focus
more on payment information and his-
tory than personal credit reports. By pay-
ing faster, you will be building your credit
scores faster than you know.

Get accounts that report to busi-
ness credit agencies. Lenders and ven-
dors do not have to report to all the
business credit reporting agencies. E.g. it
is possible for a business card issuer to re-
port to D&B and not report to Experian
or Equifax; this information is only avail-
able to you when you go through your
reports. Monitor your credit scores and
reports with different credit reporting
agencies to know if having an account
with them has a positive effect on your
scores and if it doesn’t you might want to
add to your credit references.

Ifyou would like a free consultation which includes
a complimentary copy of your business credit re-
port please contact the author, Bladimir Mercedes
is the CEO and Founder of Mercedes Enterprises
INC and American Capital Express LLC. He is a
Business Loan Broker, Personal and Business
Credit Expert.
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