
Uncovering Credit Information 
On and Selling To A Privately 

Held  Company



• Have defined, written minimum credit criteria 
that all prospective customers must meet to 
qualify for an open account with your 
company. Have an option for those that don’t.

• Ask for trade/credit references and banking 
information. Follow up on those requests.

• Require a personal guarantor signature from 
the owner(s) or partner(s).



• Need to know:
– Search the company name: 

• Company website –Is there one? is it professional? Does it list owners/officers? 
• How big is the company?
• What type of work do they do?
• How long have they been in business? How long have they been in this AREA of 

business?
• Are there other links besides the company website (Angie’s List, Better Business 

Bureau)? Are there complaints/complements page listings?
• Are they license/bonded or otherwise authorized to work or conduction business 

in your state according to your state/business regulations?

– Search for the owner/officer name(s): 
• Can you link them to the company? 
• Are there additional links listed with their name (i.e., LinkedIn, FaceBook)?

– Search for the physical address of the business:
• Is it an office building? A private residence? A UPS Store?
• How long have they been in the area or at this address?
• Does the phone number they’ve provided tie back to the company or is it a 

personal cell phone?



• Additional questions:
– What is the current financial market for the type of business 

they’re in?
– What is the current economical environment for the city, state, 

area that they are planning on doing business in?
– Where are they located? Are they a one-man operation or do 

they have several locations?
– Is the address listed on the application the main office or a 

branch location? Is it a mailing address (i.e. a P.O. Box)?
– Are they state wide? Nation wide? World wide?
– If they are an existing company, where have they been getting 

their goods and/or services prior to coming to your company? 
Why are they looking at moving their purchasing?

– If they are a new company, what type of experience do they have 
in the industry?



• National and/or Local NACM Business Credit 
Reports – follow up on trade references, especially if 
the company listing experience via NACM is NOT listed 
on the prospective application.

• Industry Trade Group – A great resource of 
information to be had just for the asking!



• Department of Commerce/DOPL
• Third party* ( Dun & Bradstreet, CreditRiskMonitor, 

Experian, Credit.net, etc.)
• Moody’s, S&P, Fitch, etc.
• SEC Filings
• Public Records and Lien searches
• Google
• LinkedIn
• FaceBook
• Angie’s List or similar local web site
• Better Business Bureau



• On-line local news papers/financial pages
• Business/Industry magazines



• Questions to ask! :
– Bank information/reference. 

• Account balance
• Length of time as a customer
• Available credit line.
• NSF checks

– Trade references.
• Amount of time account has been opened.
• High credit within the last six to twelve months.
• Average days to pay.
• NSF payments?

– Require a personal guarantor signature from the 
owner(s) or partner(s).



• Do you require the application containing 
the original signatures be mailed or 
otherwise delivered to your office?

• Do you require your personal guarantee 
signatures be witnessed and/or notarized?



• What should you look for?
– Do they own a home?

• Do they have a second mortgage?
• What is the total monthly payment?
• How many months has it been reviewed?
• Have they ever been reported as past due and if so, how many 

days/how often?
– Do they own a vehicle?
– Are they at or over their limits on credit cards?

• Have they ever been reported as past due on payments? How many 
times and how far past due?

– Do they have liens or judgements?
– Have they filed bankruptcy? Why?
– How many inquiries have they hand in the last 30 days and who 

are they from? ***The number of inquiries will affect FICO Scores.***



• FICO Score* rating suggestion:
– Set a range that best suits your 

company/industry:
• 675 + is “A” credit, meaning risk is minimum so they 

may have an open ended credit guide
• 674 to 650 is “A-” credit. Still good but you may want to 

set a credit guide limit toward the higher limit.
• 649 to 630 is “B” credit. Mid to high limit with some 

restrictions.
• 629 to 600 is “C” credit. Lower credit limit with 

restrictions.
• 599 and lower are cash customers.



• The 1040 Schedule C, 1065 and 1120 
returns are income statements.

• The 1065’s and 1120’s include a 
rudimentary balance sheet.





$65,846

Current Assets

Current Liabilities

$27,461

Current Ratio 
Current Assets divided 

by Current liabilities

65,846
27,461

=
2.40

$  4,061
$  8,960
$47,041
$  5,272
$     512

$14,294
$  7,498
$  5,669





$18,805

Current Assets

Current Liabilities

$27,461

Quick or Acid Ratio 
Current Assets minus 
inventory  divided by 

Current liabilities
$18,805
$27,461

=
0.68

$  4,061
$  8,960
S47,041
$  5,272
$     512
S47,041

$14,294
$   7,498
$  5,669



2014



$65,846

Current Assets

Current Liabilities

$27,461

Working Capital 
Current Assets minus 

Current liabilities
65,846 -
27,461

=
$38,385

$  4,061
$  8,960
$47,041
$  5,272
$     512

$14,294
$   7,498
$  5,669



2014



2014



2014



Net Profit Margin

7.9%

Net Profit Margin
Net profit before tax 
divided by Net sales

Net Sales
$215,600

Net profit before tax
$17,080



2014



• Using a spread sheet that assigns a numerical value 
to each area of credit inquiry will give a clearer, overall 
picture of your prospect. 

• The scoring used in the spread sheet also gives a 
“black and white” picture of the credit worthiness of a 
customer that is easily conveyed to a salesperson or 
member of management.

• If you are new to credit or managing a large credit 
team, using a calculation spread sheet may help 
ensure all applications are being given the same 
opportunity for an open account as the same criterion 
would used when processing an application.



Customer Name:    New Credit Score 
Account Number:   Credit Score:     Numerator  

Date:     Next Review Date:     Denominator  

 
Purpose: Guideline to determine Base credit limit or a Review to adjust Base credit limit: job accounts to be determined on a job to job 

basis.  Assign one score for each category if applicable: add score and then average by number of responses. 
Points 

Tally Points Tally 
12 Sec of State & Business Profile 

judgments/tax  liens/BK 
  

 0 pts N/A  
13 UCCs- all secured 

UCCs-with available security 

No UCCs-with available security 
No  UCCs-no  available security 

1 pts  
 4 pts 

 4 pts N/A  
 0 pts  

14 Will purchases be lienable? 
YES 

NO 

 
 4 pts Yes  

 1 pts  
 

CONTINUE IF THIS IS A CREDIT REVIEW: 

 

 
 

Other Factors to Consider: 

Comments: 

Credit Score 
5 Best:  indicating minimal risk 

 
 

4-5 

Credit Granting Guidelines 
If estimated credit needed is in line with High credit on trade 

 4 Good: indicating moderate risk 

3 Average: indicating marginal risk 

 
3-4 

references approve for up to 100,000 and with Regional CM approval 

If estimated credit needed is in line with High credit on trade 

 2 Below: indicating High Risk  references approve for 50,000 

 1 High Risk (DO NOT EXTEND CREDIT) 3 Max unsecured exposure-25,000 

  2-3 Max unsecured exposure-10,000 

  2 Max exposure 5,000 

15 Years Credit Customer: 
< 1 year 

1-3 yrs 
3-5 yrs 

1 pt 
2 pts n/a 
3 pts 

16 Highest credit extended with 
(including job accounts) 

<$20,000 
$20,000-$50,000 

$50,000-$100,000 
>$100,000 

1 pt 
2 pts n/a 
3 pts 
4 pts 

17 

4 pts n/a 
2 pts 
0 pts 

18 Number of NSF checks 
in last 12 months 

one 
more than one 

1 pts n/a 
0 pts 

19 Do you have to call for money 
in order to get paid? 

no 
yes 

4 pts n/a 
1 pt 

20 Has customer broken 
promises to pay? 

No 
Yes 

4 pts n/a 
1 pts 

21 

4 pts n/a 
1 pts 

Number of months that payments 
 past terms in the last 12 month: 

Never 
1 - 2 
>2 

Does customer take unauthorized 
deductions and skip invoices? 

No 
Yes 

1 Original Credit App on file? 
yes 
no 

  
 3 pts 

 1 pts Yes  
2 1st Personal Guarantee 

score > 675 

score 650-674 
score 630-650 

score <630 
 

  
 5 pts 

 3 pts N/A  
 1 pts  
 0 pts 
  
3 2nd Personal Guarantee 

score > 675 
score 650-674 

score 630-649 
score <630 

 

 
 5 pts 

 3 pts N/A  
 1 pts  
 0 pts 
  
  
  
4 No Personal Guarantee 0 pts N/A  
5 Audited Financial Statements 

Available? 

 
favorable ratios 

unfavorable ratios 

  
  
  
 5 pts 

 0 pts N/A  
6 Years in Current Business 

<3 years 
3-7 years 

>7 years 

  
 1 pt 

 2 pts >7 years  

 3 pts  
7 Legal Entity on App Confirmed? 

 
yes 
no 

 
  
 3 pts yes  

 1 pt  
8 Are all owners/partners 

confirmed and listed on app? 
yes 
no 

 
  
 3 pts no  

 1 pts  
9 *Trade and other references: 

current with all 
past due with one 

past due with more than 1 

 
 5 pts 

 2 pts N/A  
 0 pts  
10 No trade references available  
 0 pts N/A  
11 If State requires a Contractor's License 

Is license current and valid? 

Yes 
No 

  
  
 4 pts 
 O pts Yes  
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Account Number:			Credit Score:


 		


Numerator	



Date:


 			Next Review Date:  		


Denominator	





Purpose: Guideline to determine Base credit limit or a Review to adjust Base credit limit: job accounts to be determined on a job to job basis.  Assign one score for each category if applicable: add score and then average by number of responses.
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		12

		Sec of State & Business Profile

judgments/tax  liens/BK

		

		



		

		

		0 pts

		N/A

		



		13

		UCCs- all secured UCCs-with available security

No UCCs-with available security No  UCCs-no  available security

		1 pts

		



		

		

		4 pts

		



		

		

		4 pts

		N/A

		



		

		

		0 pts

		



		14

		Will purchases be lienable?

YES NO

		

		



		

		

		4 pts

		Yes

		



		

		

		1 pts

		







CONTINUE IF THIS IS A CREDIT REVIEW:
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		Other Factors to Consider:

Comments:

		Credit Score

5 Best:  indicating minimal risk

		



4-5

		Credit Granting Guidelines

If estimated credit needed is in line with High credit on trade



		

		4 Good: indicating moderate risk

3 Average: indicating marginal risk

		

3-4

		references approve for up to 100,000 and with Regional CM approval If estimated credit needed is in line with High credit on trade



		

		2 Below: indicating High Risk

		

		references approve for 50,000



		

		1 High Risk (DO NOT EXTEND CREDIT)

		3

		Max unsecured exposure-25,000



		

		

		2-3

		Max unsecured exposure-10,000



		

		

		2

		Max exposure 5,000









		Credit Score Sheet Instructions



		The credit score sheet has been automated to tally up the scores by choosing an option from the drop down arrows to arrive at the final credit score. The boxes highlighted in gray contain these drop down arrows.



		



Step 1

		



Type Customer Name and Date.



		

Step 2

		

Go to New "Credit Score" row 5 column J.



		Click in the gray box and choose "new credit Score" for new customers or "credit review" for existing customers.



		



Step 3

		



Click in the gray boxes 1-14 and select an option from the drop down arrows for New customers and 1-24 for existing customers. You will need to give a response to each question/category as it relates to New Customer or Credit Review.



		

Step 4



		Important! Due to security issues the following is the best way to clear the sheet for the next account you score. When the sheet is completed click on the x located at the upper right hand corner and Do Not Save. If you want to save an electronic version on your computer, Go to File Save, select Save-as and rename the sheet.









• Your sales staff is a great source of 
information on prospective and current 
clients! 
– Industry insider information – price increases; 

companies in financial straights or closing; 
pending projects or projects lost. 

– Health of owner 
– Management team stress, excessive staff turn 

over or vacant key positions in the company.
– Personal information – impending divorce, law 

suit, substance abuse, health of owner/check 
signer, etc.



You’ve gathered as much information as you can and 
have decided to move forward with this new account or, 
may be, you’re still on the fence when it comes to 
granting credit: What else can you do to protect your 
company and your company’s investment?
• Purchase money security agreement
• UCC filing
• Lien or pre-lien
• Letter of credit
• Pre-payment or percentage payment
• Joint check agreement if appropriate



The easiest decision is to say no!

The hardest is to say yes!
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