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What Is Business Credit & Why Does It Matter If I
Have a Good Business Credit Score?
Having a good business or commercial credit score is
important for 3 main reasons:

•Helps you qualify for business financing and
save money. Good business credit leads creditors
to place trust in your business. This helps you
qualify for business loans and business credit
cards, and for the largest amounts of financing
and the lowest interest rates.

Dun & Bradstreet (D&B), Experian, and Equifax
are the three major business credit reporting
agencies. Each agency has its own scoring
models. The most popular is Dun & Bradstreet’s
Paydex, ranging from 1-100 with scores over 80
indicating good credit. Experian has a 0-100
scale, and above 80 is a good score. Equifax’s
score ranges from 101-992, with 992 being the
best score.

•Helps you qualify for good terms from
suppliers. Just as a good business credit score
builds trust among lenders, suppliers are more
likely to grant favorable payment options to
businesses with a good commercial credit score.

It’s important to establish credit with all 3
agencies. While suppliers tend to prefer D&B,
banks and other lending institutions prefer
Experian and Equifax.

•Reduces reliance on your personal credit
score. If you have good business credit, lenders
and suppliers may extend you credit without
checking your personal credit history. Even if your
personal credit isn’t that great, your business
won’t suffer for it if financing can be extended on
the basis of your business’ creditworthiness.

How Do I Establish Business Credit?
There’s a two part process for establishing credit
with D&B:
Getting Started:
These are some of the easiest trade
references to have reported:

•Quill
•Uline
•Home Depot

•Lowes
•Staples
•UPS

1.Get a D-U-N-S (Data Universal
Numbering System) number. This is a
unique 9-digit identification number that is
used to create your business credit
file, similar to how your social security
number is associated with your personal
credit reports. You can apply for a D-U-N-S
number for free on D&B’s website
2.Provide at least 3 trade references. Trade
references, similar to employment references
when you apply for a job, come from
suppliers and creditors that you’ve done
business with.

Why is it important for not-for-profit to
obtain an DUN#
All federal grant applicants must have a
Dun and Bradstreet "DUNS" number (Data
Universal Numbering System) to apply for
or renew grants, or submit plans under
mandatory grant programs. The Office of
Management and Budget (OMB) will use
the identifier for tracking purposes, and to
validate address and point of contact
information. A universal identifier also
eliminates the need for separate
identification numbers in different federal
agencies.

Obtaining a DUNS number is relatively
painless. Organizations can receive a
DUNS number at no cost by simply calling
Dun and Bradstreet's dedicated toll-free
DUNS number request line at 1-866-7055711. The information needed to request a
DUNS number is very minimal (see details
below) and you will receive your number in
24 hours. You can also apply online or
search for your existing information
at http://fedgov.dnb.com/webform. If you
don't yet have a DUNS number, it can be
created within 1 business day.

Understanding Commercial Credit Terms
What is a 'Non-Recourse Debt'

Recourse vs. Nonrecourse Debt

A nonrecourse debt is a type of loan secured
by collateral. If the borrower defaults, the
issuer can seize the collateral but cannot
seek out the borrower for any further
compensation, even if the collateral does not
cover the full value of the defaulted amount.
This is one instance where the borrower
does not have personal liability for the loan.

Recourse debt gives the creditor full
autonomy to pursue the borrower for the total
debt owed in the event of default. After
liquidating the collateral, any balance that
remains is known as a deficiency balance.
The lender may attempt to collect this
balance by several means, including filing a
lawsuit and obtaining a deficiency judgment
in court. If the debt is nonrecourse, the
lender may liquidate the collateral but may
not attempt to collect the deficiency balance.

Understanding Commercial Credit Terms
Recourse vs. Nonrecourse Debt

• What is a personal guarantee?

For example, consider an auto lender who loans a customer
$30,000 to purchase a new vehicle. New cars are notorious
for declining precipitously in value the minute they are driven
off the lot. When the borrower stops making car payments six
months into the loan, the vehicle is only worth $22,000, yet
the borrower still owes $28,000. The lender repossesses the
car and liquidates it for its full market value, leaving a
deficiency balance of $6,000. Most car loans are recourse
loans, meaning the lender can pursue the borrower for the
$6,000 deficiency balance. In the event it is a nonrecourse
loan, however, the lender forfeits this sum.

• A personal guarantee is an unsecured written promise from a
business owner and or business executive guaranteeing
payment on an equipment lease or loan in the event the
business does not pay. Since it is unsecured, a personal
guarantee is not tied to a specific asset. However, in the
event of non-payment a lender can go after the guarantor’s
personal assets.
Why do lessors and lenders require a personal
guarantee? Many lenders require a personal guarantee as
an “added assurance” that the owner or executive is
committed to the business and is committed to repaying the
equipment lease or loan. A personal guarantee demonstrates
to a lessor or lender that you are a responsible business
owner and intend to repay all of your business leases and or
loans. The general rule is that any holder of 20% or more of
the equity of a business must personally guarantee the lease
and loan obligations of the business.
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