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Note to readers:

This manual is a compilation of basic debt and debt management information relating to the services provided by the Family Financial Education Foundation and Access Education Systems. The topics provided are for informational purposes only. If this information helped you in any way, we hope that you will let us know. Also, we would love to hear from you if you have ideas that you would like to share with others who are struggling. We can be reached at: (855) 789-DEBT(3328).
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Welcome

Welcome to Family Financial Education Foundation. Congratulations! You've made a wise and life-changing decision to get out of debt and take the necessary steps toward a brighter and more stable financial future. We hope you'll feel good knowing that you've joined with thousands of other individuals who are determined to stop their spiraling use of credit cards and ultimately become "debt free." We value you as a client and will assist you in working with your creditors to achieve your goals.

FFEF Mission Statement

The mission of Family Financial Education Foundation (FFEF) is to strengthen and support low to moderate income individuals, families, and communities by providing free customized education, counseling, debt management programs, and other related services.

Our Vision

  The vision of Family Financial Education Foundation is that each of our clients will free himself from the bondage of debt and be able to declare his financial independence. 


 



Chapter 1: Reading Your Credit Report

If you've ever applied for a credit card, a personal loan, or insurance, it probably comes as no surprise that there's a file about you. It's called your credit report, and it's packed with information about where you live, how you pay your bills, and whether you've been sued, arrested, or filed for bankruptcy. Consumer reporting companies sell the information in your report to creditors, insurers, employers, and other businesses with a legitimate need for it. They use the information to evaluate your applications for credit, insurance, employment, or a lease.


You can consider your credit report as your financial report card because it details your credit history as it has been reported to the credit reporting bureaus by lenders who have extended credit to you. Your credit report lists what types of credit you use, the length of time your accounts have been open, and whether you've paid your bills on time. 

"When a person has no need to borrow, he finds multitudes willing to lend." —Oliver Goldsmith

 

The Financial Impact of Your Credit Score


A credit score is a three-digit number, generally ranging from 300 to 850. A score of 760 to 850 would be considered excellent. Having a good credit score means it will be easier for you to get loans and lower interest rates. Lower interest rates usually translate into more affordable monthly payments. For example, according to the MyFICO website (www.myfico.com), consumers with a good credit score (between 700 and 759) would be charged an interest rate of 6.357% on a 30-year mortgage of $250,000, for a monthly payment of $1,557. By contrast, consumers with a poor credit score somewhere between 500 and 579 would be charged 10.31% and the monthly payment would be $2,252, which is a difference of $695 per month or $8,340 per year.

How Much Do You Know about Your Finances?

The website, www.consumeraffairs.com, cites a study conducted jointly by the consumer advocacy group Consumer Action and lender Capital One. The survey polled 1,002 men and women nationwide ranging in age from 18 to older than 70. It gauged respondents' knowledge of the basics of personal finance such as budgeting, saving habits, credit principles, and basic personal finance responsibilities.


The website concludes that even though 65.1% of Americans consider themselves "very" or "highly" knowledgeable when it comes to personal finance, many fall short in a number of key areas. According to the survey:


	A majority of Americans surveyed either did not know (31.7%) or responded incorrectly (35.1%) when asked to define a good credit score (700)



  	Fifty-four percent of those surveyed wrongly stated that age is a factor considered in determining credit scores. 



  	A majority of Americans (52%) do not regularly review their credit report each year. Twenty-three percent of Americans have never reviewed their credit report. 



  	More than one-third (36.1%) of Americans report that they do not use a budget to manage their family's expenses.



  	Younger Americans are more inclined to use a budget compared to older Americans. Nearly 80% (79.7%) of 18-19 year olds use a budget, compared to only 46.6% of Americans aged 70+ (plus).


  	Older Americans have a poorer understanding of credit scores compared to younger Americans. Only 13.6% of 70+ Americans correctly identified 700 as a "good" score. By comparison, more than 43% of Americans in their thirties were able to correctly identify 700 as a good credit score.



When it comes to credit scores, older Americans, however, aren't the only ones who don't understand credit scores. The survey's most critical findings show that an overwhelming number of Americans lack basic knowledge about the many factors that impact credit scores, and most consumers don't realize they can request a copy of their credit report and receive one for free.


The Consumer Action-Capital One survey also found that two-thirds of Americans don't understand the numeric value associated with a good credit score. More than one out of five (22.3%) Americans incorrectly defined a "good" credit score as a value of 1200, and 32% of all respondents did not know what a good credit score was at all.

Who Uses Your Credit Report?

Any organization considering lending you money or extending credit to you will usually check your credit report once you submit an application. The decision to grant you the loan or credit will often depend greatly on your credit history. It is the lender, however, not the credit-reporting bureau, that makes the decision about whether to offer you the loan or credit.


  Potential employers may also want to see your credit report, but they must have your permission to do so. This is often requested on the employment application you fill out so be sure you read everything before signing the form. 


Your report cannot be accessed by just anyone who wants to find about your financial situation (such as friends or family). People or organizations who request a copy of your report must be able to prove that they are a legitimate company with the legal right to view your report.

Organizations that qualify as having a "legitimate business need" to access your credit history, include the following:

		Those to whom you have applied for credit



  	Potential landlords



  	Insurance companies



  	Employers and potential employers (but only with your consent)



  	Companies with which you already have a credit account (for account monitoring purposes)



  	Those to whom you have applied for a government license or benefit if your financial status is part of the qualifying process



  	A state or local child-support enforcement agency



  	Any government agency (information they are allowed to access is usually limited to your name, address, former addresses, current and former employers)


Credit and Divorce

Divorce can be a very emotional and devastating time and worrying about credit may be the last thing that comes to mind, but it is important that the right steps are taken for the sake of both parties. The Federal Trade Commission offers the following example and advice about dealing with credit as the result of a divorce.

Mary and Bill recently divorced. Their divorce decree stated that Bill would pay the balances on their three joint credit card accounts. Months later, after Bill neglected to pay off these accounts, all three creditors contacted Mary for payment. She referred them to the divorce decree, insisting that she was not responsible for the accounts. The creditors correctly stated that they were not parties to the decree and that Mary was still legally responsible for paying off the couple's joint accounts. Mary later found out that the late payments appeared on her credit report.

If you're considering divorce or separation, pay special attention to the status of your credit accounts. If you maintain joint accounts during this time, it's important to make regular payments so your credit record won't suffer. As long as there's an outstanding balance on a joint account, you and your spouse are responsible for it. If you divorce, you may want to close joint accounts or accounts in which your former spouse was an authorized user or ask the creditor to convert these accounts to individual accounts.

By law, a creditor cannot close a joint account because of a change in marital status, but can do so at the request of either spouse. A creditor, however, does not have to change joint accounts to individual accounts. The creditor can require you to reapply for credit on an individual basis and then, based on your new application, extend or deny you credit. In the case of a mortgage or home equity loan, a lender is likely to require refinancing to remove a spouse from the obligation.

During marriage, both spouses are responsible for joint accounts, and they should appear on the credit report of the husband, as well as the wife. After a divorce, both spouses remain responsible to pay for joint accounts. It is up to you to ensure that joint accounts are closed.

 After making your post-divorce changes, order a personal credit report to verify that the accounts are listed the way you want them.

People cannot live by lending money to one another. —John Ruskin

 

Reading Your Credit Report can be Confusing

It's no secret that understanding the ins and outs of your credit report can be a bit confusing, especially if you're reading it for the first time. There are lots of numbers, abbreviations, and terms you've probably never seen before. Family Financial Education Foundation (FFEF) realizes how important it is for you to stay on top of your credit report. The information contained in this booklet is designed to help you become more comfortable with credit reports, more knowledgeable about steps you can take to dispute wrong information appearing in your report, and what can be done to improve your credit should that be necessary. 

The Law Is on Your Side

Under the Fair Credit Reporting Act (FCRA), creditors, such as credit card companies, auto finance companies, mortgage banking institutions, etc., may only report to a consumer's credit report under the following guidelines:

1.	They must provide complete and accurate information to the credit rating agencies.

 2.	They have a duty to investigate disputed information from consumers.

 3.	They must inform consumers about negative information that has been or is about to be placed on a consumer's credit report within 30 days.

 Keep in mind that, according to the FCRA, the law is on your side if information on your credit report is proven to be false but is not removed. Under the law, you are entitled to actual damages, plus punitive damages that the court may allow if the violation is proved to have been intentional. In any successful lawsuit, you will also be awarded court costs and attorney's fees.

You may also sue any credit-reporting agency or creditor for breaking the rules about who may see your credit records or for not correcting errors in your file. A person who obtains a credit report without proper authorization—or an employee of a credit reporting agency who gives a credit report to unauthorized persons—may be fined up to $5,000 or imprisoned for one year, or both.

Under the Fair Debt Collection Practices Act (FACTA), an amendment to the Fair Credit Reporting Act passed in 2003, consumers are now able to receive one free credit report a year. The free report can be requested by telephone, mail, or through the government authorized website, www.annualcreditreport.com. This report does not, however, include your credit score.

Don't be one to remember everything lent, but forget 

  everything borrowed. —Anonymous

 

The FFEF CreditScore Review

Ask your FFEF Counselor about obtaining an FFEF CreditScore Review. This helpful Review will provide you with a copy of your credit report and your FICO credit scores—the same credit report and scores used by mortgage companies, banks, and other lenders when determining your credit worthiness. But more importantly, this Review will help you understand your credit report and teach you how to improve your credit score and dispute any errors that you find on the report. 

An FFEF-approved, certified Credit Report Reviewer will review your credit report with you line by line to address every concern. This is NOT credit repair. This is important information that can help you make the necessary changes in your financial habits to improve your credit score over time. Call your FFEF counselor for more information about the CreditScore Review.

A lot of people are allowed to see your credit report—including everyone to whom you have applied for a loan or credit. So be careful when applying for credit.

When the companies you apply to check your report they can find out who else has been checking your report and determine what, when, and how you have been applying for credit. That means if you have been getting turned down, potential creditors will know.

If negative information is removed from your credit report as a result of a dispute letter you send, it may not be reinserted without notifying you within five days in writing. In addition, credit reporting agencies may not hold onto negative information for an excessive period of time. The FCRA spells out how long negative information, such as late payments, bankruptcies, tax liens, or judgments may stay on a consumer's credit report—typically seven years from the date of the delinquency. The exceptions are bankruptcies (10 years) and tax liens (seven years from the time they are paid).

 

  Let's Review

Test your knowledge of your personal credit history by answering these few simple questions.


1. What is your credit score? ___


2. How often do you request a copy of your complete credit report? 


  Once a year

  Before I apply for a loan

  I've never requested one


3. Which of the following do you know have viewed your credit report?

	Potential landlords

  	Insurance companies

  	Employers and potential employers

  	Companies with which you already have a credit account 

  	Those to whom you have applied for a government license or benefit

  	A state or local child-support enforcement agency



4. What joint accounts do you have? ___


 


 Chapter 2: Credit Discrimination and the Equal Credit Opportunity Act

It's no secret that credit is used by millions of consumers to finance an education or a house, remodel a home, or get a small business loan. As explained by the Federal Trade Commission (FTC), the Equal Credit Opportunity Act (ECOA) ensures that all consumers are given an equal chance to obtain credit. However, this doesn't mean all consumers who apply for credit get it. Factors such as income, expenses, debt, and credit history are considerations for creditworthiness. The law protects you when you deal with any creditor who regularly extends credit, including banks, small loan and finance companies, retail and department stores, credit card companies, and credit unions. Anyone involved in granting credit, such as real estate brokers who arrange financing, is covered by the law. Businesses applying for credit also are protected by the law.

When Applying for Credit

When you apply for credit, a creditor may not:

1.	Discourage you from applying because of your sex, marital status, age, race, national origin, or because you receive public assistance income.


2.	Ask you to reveal your sex, race, national origin, or religion. A creditor may ask you to voluntarily disclose this information (except for religion) if you're applying for a real estate loan. This information helps federal agencies enforce antidiscrimination laws. You may be asked about your residence or immigration status.


3.	Ask if you're widowed or divorced. When permitted to ask marital status, a creditor may only use the terms: married, unmarried, or separated.


4.	Ask about your marital status if you're applying for a separate, unsecured account. A creditor may ask you to provide this information if you live in "community property" states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas, and Washington. A creditor in any state may ask for this information if you apply for a joint account or one secured by property.


5.	Request information about your spouse, except when your spouse is applying with you; your spouse will be allowed to use the account; you are relying on your spouse's income or on alimony or child support income from a former spouse; or if you reside in a community property state.


6.	Inquire about your plans for having or raising children.


7.	Ask if you receive alimony, child support, or separate maintenance payments, unless you're first told that you don't have to provide this information if you won't rely on these payments to get credit. A creditor may ask if you have to pay alimony, child support, or separate maintenance payments.

Determining Whether or not to Extend Credit

When deciding whether or not to extend you credit, a creditor may not:

1.	Consider your sex, marital status, race, national origin, or religion.


2.	Consider whether you have a telephone listing in your name. A creditor may consider whether you have a phone.


3.	Consider the race of people in the neighborhood where you want to buy, refinance, or improve a house with borrowed money.


4.	Consider your age, unless:



  A.	You're too young to sign contracts, generally younger than 18 years of age;


    B.	You're 62 or older, and the creditor will favor you because of your age;


    C.	It's used to determine the meaning of other factors important 			to creditworthiness. For example, a creditor could use your 			age to determine if your income might drop because you're 			about to retire;


    D.	It's used in a valid scoring system that favors applicants age 			62 and older. A credit-scoring system assigns points to 				answers you provide to credit application questions. For 				example, your length of employment might be scored differently depending on your age.




Evaluating Income


When evaluating your income, a creditor may not:

1.	Refuse to consider public assistance income the same way as other income.


  2.	Discount income because of your sex or marital status. For example, a creditor cannot count a man's salary at 100% and a woman's at 75%. A creditor may not assume a woman of childbearing age will stop working to raise children.


  3.	Discount or refuse to consider income because it comes from part-time employment or pension, annuity, or retirement benefits programs.


  4.	Refuse to consider regular alimony, child support, or separate maintenance payments. A creditor may ask you to prove you have received this income consistently.

Additional Rights 


You also have the right to:

1.	Have credit in your birth name (Mary Smith), your first and your spouse's last name (Mary Jones), or your first name and a combined last name (Mary Smith-Jones).


  2.	Get credit without a cosigner, if you meet the creditor's standards.


3.	Have a cosigner other than your husband or wife, if one is necessary.

 



Chapter 3: Sample Credit Report

The following pages of this booklet explain the various sections of the credit report and the type of information you can expect to find in those sections. The first sections of a credit report typically include Consumer Information, a Consumer Statement, and Summary Information.

 Consumer Information or Personal Information Section

The Consumer Information section, often titled the Personal Information section, contains information that includes your name, current address, social security number, date of birth, spouse's name if applicable, and place of employment. Previous addresses and places of employment might also be included. Please note that it's not uncommon to have variations or misspellings of your name. Most credit reporting agencies leave these variations to maintain the link between your identity and the credit information.

 You'll also probably see a couple of dates in the Consumer Information section. The "Date reported" is the date the information was first reported to the credit bureau by your creditors, and the "Last updated" is the date the information was last updated with the bureau by your creditors. 

Consumer Statements

The next section of the credit report is usually the Consumer Statement, which contains any personal comments that you have submitted to the credit bureaus for inclusion in your report. These statements are usually to explain negative information that has been reported to the credit bureau, e.g., what caused late payments that may be on your report.

[image: image]

 

Summary Information

The Summary Information section contains a list of your payment history, organized by account type. The five types of accounts are:

 1.	Real Estate: Primary and secondary mortgages on your home.


2.	Revolving: Accounts comprised of opened terms with varying payments, such as a credit card account.


3.	Installment: Accounts comprised of fixed terms with regular payments, such as a car loan.


4.	Other: Accounts in which the exact category is unknown. This could include 30-day accounts, such as an American Express® account.


5.	Collection: Accounts seriously past due including accounts assigned to an attorney, a collection agency, or a credit grantor's internal collection department.


This Summary section also includes the following information for each of the five types of accounts just discussed:

1.	Count: The total number of accounts you have in the given category.


2.	Balance: The total amount you owe on all accounts in the category.


3.	Payment: Total monthly payments you must make on all accounts in the category.


4.	Current: Number of accounts in the category that are properly paid.


5.	Delinquent: Number of accounts in the category for which payments are past due.


6.	Derogatory: Number of accounts in the category that negatively impact your credit rating.


7.	Unknown: Number of accounts in the category whose condition was not reported by the credit bureau.


This section also summarizes your open accounts, closed accounts, public records, and inquiries:


1.	Open/Closed Accounts: A total number of all accounts that is either open or closed.


2.	Public Records: A count of any public records in your name, and the total amount of money involved for all public records. Public records may include judgments against you in civil actions, state or federal tax liens, and/or bankruptcies.


3.	Inquiries: An inquiry appears when an organization such as a bank or retail store requests a copy of your credit report. This number reflects how many inquiries were made on your credit report within the last two years.


Account History


As you move further into the credit report, you'll find a section on Account History. This is the meat of the report containing the bulk of the information. It provides details about all credit accounts in your name and how you've paid. Even though the information is very detailed, it's important that you read through it to make sure the information is being reported correctly. If you find any information that is incorrect or accounts that don't belong to you, you'll need to submit a dispute letter to the credit-reporting agency.




In this Account History section, your accounts are divided into five categories—Real Estate, Revolving, Installment, Other, and Collection, and the following information is included for each of the five types of accounts: 


1.	Creditor Name: The abbreviated name of the person or agency that established the credit account, such as a bank, credit card company, or mortgage lender.


2.	Account Number: This is an identifying number for your account, which would typically be a credit card number for a credit card account, or a loan identification number for a mortgage. The account number may be scrambled or shortened for privacy purposes. 


3.	Whose Account: Indicates who is responsible for the account and the type of participation you have with the account. Abbreviations may vary depending on the reporting agency, but here are some of the most common:


	I–	Individual 


  	 U– 	Undesignated 


  	J– 	Joint 


  	A– 	Authorized User 


  	M–	Maker 


  	T– 	Terminated 


  	C– 	Co-maker/Co-signer 


  	S– 	Shared 



4.	Type: The type of account. Some common account types are Real Estate, Automobile, Educational, and Credit Card.


5.	Condition: A detailed description of the account's payment status as of the last reported date.


6.	Responsibility: The role that you play in the account. For example, "Individual" or "Joint."


7.	Pay Status or Account Status: The state of the account. For example, "Open" or "Closed," "Current," "Past Due," and "Charge-Off." Even if your account is current, it might contain information about previous delinquencies. 


8.	Date Opened: The date the account was opened.


9.	Date Reported: The last date when any activity in this account was shown. Activities include payments, credit card billings, etc. Very recent activities may not show up on your account, since it takes time for them to appear in the bureau's computer system.


10.	Balance and Limit: The amount you presently owe on the account (based on the last reported activity) compared to the maximum amount of credit approved. Very recent activities may not yet have appeared in the bureau's computer system, so this balance may be out-of-date by a few days.


11.	Payment and Terms: The amount and number of monthly payments scheduled. Installment loans include the number of payments. Revolving accounts may leave this section blank or as "revolving."


12.	High Balance or High Credit: The most you have ever owed on this account. In the case of a credit card, for example, this would be the highest balance you've ever accumulated. For a mortgage, it would be the initial amount of the mortgage, not the current paid-down principal.


13.	Past Due: The amount of payment overdue as of the most recent reported activity. Very recent payments may take a few days to appear on your credit report.


14.	Remarks: If there are any remarks by you or your creditor included in the account information, these remarks will appear here.


15.	Two-Year Payment History: At the bottom of the account information, you may see a histogram that graphically illustrates your payment history over the past two years.


16.	Seven-Year Payment History: A record of any late payments that have occurred over the past seven years.

The Fair Credit Reporting Act (FCRA) outlines how long negative information can stay on your credit report. Consumer-reporting agencies are not allowed to report outdated negative information. In most cases, a consumer-reporting agency may not report negative information that is more than seven years old, or bankruptcies that are more than 10 years old. There may be exceptions for certain types of negative information, which may or may not include the following:

	Delinquency information like late payments and collections remain on your report for seven years


  	Charge-offs, seven years + 180 days from the date reported to the credit bureau


  	Student loan defaults, seven years


  	Foreclosures, seven years


  	Lawsuits or judgments, seven years from the date of filing


  	Bankruptcy, 10 years from the date you file


  	Paid tax liens, seven years from the date paid


  	Unpaid tax liens, 15 years



For the most current information about credit reporting, check the Federal Trade Commission website at www.ftc.gov.

Christmas is the season when you buy this year's gifts with next year's money. —Author Unknown




Public Record Information


Following the Account History section, you'll typically find Public Record Information, Inquiry Information, and Credit Information.


The Public Record Information section, sometimes entitled Public Records or Courthouse Records, lists publicly available information (obtained from local, state, and federal courts) about legal matters affecting your credit. These public records may include information like bankruptcies, judgments, tax liens, state and county court records, and, in some states, overdue child support. 


Depending on the type of account, a public record can remain on your credit report between 7 and 10 years. Only serious financial mistakes show up in this section, not criminal arrests or convictions. Because public records can severely damage your credit, it's very important to ensure the information in this section is accurate. If it isn't, contact the credit reporting bureau and submit a dispute letter. 

[image: image]


For each public record, some or all of the following information may appear:


1.	Type: The type of record, be it a Tax Lien, Legal Item, Bankruptcy, Wage Item, Judgment, etc.


2.	Status: Current status of the record.


3.	Date Filed/Reported: Date when the record was initially filed or created.


4.	How Filed: The role that you play in the record, usually the record is either filed "Individually" or "Jointly."


5.	Reference #: Identifying number for the record.


6.	Closing/Released Date: Date when the record was closed or the judgment awarded.


7.	Court: The court or legal agency that has jurisdiction over the record.


8.	Amount: Dollar amount of the lien or judgment.


9.	Remarks: If there are any remarks by you or the court included in the public record information, these remarks will appear here.


 

If the public record pertains to a bankruptcy, other information could be included:


1.	Liability: The amount the court found you to be legally responsible to repay.


2.	Exempt Amount: A dollar amount claimed against you, but an amount in which the court has decided you are not legally responsible.


3.	Asset Amount: The dollar amount of total personal assets used in the court's decision. The Asset Amount can include items of value that can be used to pay debts.


Inquiry Information


As you move along in the credit report you'll likely see an Inquiry Information section that provides details about each inquiry into your credit history, usually within the past two years. Details include the name of the creditor or potential creditor who made the inquiry and the date when the inquiry was made.


An inquiry appears when an organization such as a bank or retail store requests a copy of your credit report. This section contains a list of the organizations that have received your credit report in the last 24 months. These requests can only be made if you have a credit granting relationship or are applying for credit with the organization. The requestor's name will appear on your credit report, allowing you to monitor who accessed your credit report. While your version of the credit report lists several inquiries, not all of these appear on the lenders' and creditors' versions. Only "hard" inquiries are shown to lenders. These are inquiries made when a lender checks your credit report to approve your credit application.


It's important to note that an excessive number of inquiries may adversely affect your creditworthiness. If you find the names of businesses that sound unfamiliar, you should find out who they are and why they're looking at your credit. However, the inquiries you make personally are considered to be "soft inquiries" that don't negatively impact your credit standing.


Creditor Information


The Creditor Information section lists the names of all creditors and potential creditors that appear on your credit report. The list includes both creditors that appear in your Account History section and creditors that appear in the Inquiry Section. Each creditor's address is listed to the right of the creditor's name. When available, the creditor's phone number is also listed. Creditors without listed numbers must be contacted via the U.S. Postal Service.
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Collection Accounts


You may also see a Collection Accounts section, which includes details on any accounts referred to collection agencies in the last seven years. The name of the collection agency will be listed, along with the amount you owe and, in some cases, their contact information. If a collection is listed on your report that doesn't look familiar to you, contact the credit bureau and submit a dispute letter.


For your own piece of mind, you may also want to contact the collection agency to determine the nature of the account. Here's why:


	You may discover that the collection account is NOT yours. It may belong to someone with a name or social security number very similar to yours. Should this be the case, ask the collection agency to acknowledge this fact in writing. They should send a copy of the letter to you and to the credit reporting agency so that the incorrect information can be cleared from your report.



  	You may find out that the collection account IS yours. Sometimes bad news is still good news if it helps you clear up a problem you didn't know you had. It's in your best interest to determine the accuracy of the amount of the collection account and pay your obligation as soon as possible. Then once you do, request a letter from the collection agency to this effect and make sure the credit reporting agency receives a copy of the letter so that they can list the account as paid. 


Buy what thou hast no Need of and ere long thou shalt sell thy Necessaries. —Benjamin Franklin

 

Let's Review 

Complete this exercise as a helpful review in understanding the sections, terms, and concepts of a credit report. Fill in the blank with the letter of the description that matches the term. 

1. _____Account History

  2. _____Public Records or Courthouse Records

  3. _____Summary Information

  4. _____Collection Accounts

  5. _____Inquiry Information

  6. _____Creditor Information

  7. _____Consumer Statement

8. _____Consumer or Personal Information

A. Contains information about your name, current address, social security number, date of birth, spouse's name if applicable, and place of employment.

B. Contains a personal comment that you have submitted to the credit bureaus for inclusion in your report.

C. Provides details about each inquiry into your credit history, usually within the past two years. Details include the name of the creditor or potential creditor who made the inquiry and the date when the inquiry was made.

D. Contains a list of your payment history, organized by account 		 type: real estate, revolving, installment, other, collection.


E. Lists the names of all creditors and potential creditors that appear on your credit report. The list includes both creditors that appear in your Account History section and creditors that appear in the Inquiry Section.

F. Lists publicly available information (obtained from local, state, and federal courts) about legal matters affecting your credit. May include information like bankruptcies, judgments, tax liens, state and county court records, and, in some states, overdue child support. 

G. The meat of the report that provides details about all credit accounts in your name and how you've paid.

H. Includes details on any accounts referred to collection agencies in the last seven years. The name of the collection agency will be listed, along with the amount you owe and, in some cases, its contact information.





 Chapter 4: How to Rebuild Your Credit and Improve Your Credit Score

If you've encountered credit difficulties and find yourself in a position where you need to rebuild your credit and improve your credit score, don't despair. You've taken the appropriate steps with help from Family Financial Education Foundation to live within a budget, set money aside for emergencies and large purchases, pay off debt according to a plan, and ultimately become debt free. And thanks to such organizations as the Federal Trade Commission (FTC), there are tips you can use and definite steps you can take to build up your credit and boost your credit score. 


Beware of Quick Fix Scams


The FTC warns consumers to be aware of newspaper, radio, TV and Internet advertisements and promotions from companies that promise to erase accurate negative information in your credit report in exchange for a fee. The scam artists who run these ads not only don't deliver— they can't deliver. Only time, a deliberate effort, and a plan to repay your bills will improve your credit as it is detailed in your credit report.


Steps to Take to Rebuild Your Credit


The FTC explains that under the Fair Credit Reporting Act (FRCA), both the credit reporting bureau and the information provider (the person, company, or organization that provides information about you to a credit reporting bureau) are responsible for correcting inaccurate or incomplete information in your report. To take advantage of all your rights under the FCRA, contact the credit reporting bureau and the information provider if you see inaccurate or incomplete information.


1. Tell the creditor or other information provider, in writing, that you dispute an item. 


Be sure to include copies (NOT originals) of documents that support your position. Many providers specify an address for disputes. If the provider reports the item to a credit reporting company, it must include a notice of your dispute. And if you are correct—that is, if the information is found to be inaccurate—the information provider may not report it again.


2. Tell the credit reporting bureau, in writing, what information you think is inaccurate. 


Details for getting inaccurate information on your credit report corrected are given in the next chapter of this booklet.


3. Use patience and time to remove accurate negative information. 


The cold hard truth is, when negative information in your report is accurate, only the passage of time can ensure its removal. A credit reporting company can report most accurate negative information for seven years and bankruptcy information for 10 years. Information about an unpaid judgment against you can be reported for seven years or until the statute of limitations runs out, whichever is longer. There is no time limit on reporting information about criminal convictions; information reported in response to your application for a job that pays more than $75,000 a year; and information reported because you've applied for more than $150,000 worth of credit or life insurance. There is a standard method for calculating the seven-year reporting period. Generally, the period runs from the date that the last event took place.


4. Add Accounts to Your File


Your credit file may not reflect all your credit accounts. Most national department store and all-purpose bank credit card accounts are included in your file, but not all. Some travel, entertainment, gasoline card companies, local retailers, and credit unions are among those that usually aren't included.

If you've been told that you were denied credit because of an "insufficient credit file" or "no credit file" and you have accounts with creditors that don't appear in your credit file, ask the credit reporting companies to add this information to future reports. Although they are not required to do so, many credit reporting bureaus will add verifiable accounts for a fee. However, if these creditors do not generally report to the consumer reporting company, the added items will not be updated in your file.


5. Keep Your Credit Clean


To help establish good credit and ensure your credit report is painting a positive picture of you, it's important to follow these tips: 


A.	Pay your bills on time. You are already a step ahead when it comes to paying your bills on time because of your involvement with Family Financial Education Foundation. Nothing helps your effort to improve your credit standing faster than keeping current on all bills. 


B. Avoid consumer debt. Eliminate or reduce the number of credit cards you have and keep the balances low. It's wise to have just one or possibly two major credit cards and use them only for emergencies. If you must charge something, make sure you can pay it off at the end of each month. 


C.	Limit the number of inquiries into your credit and don't open several new accounts at once. The fact is, too many inquiries over a short time period may be perceived as an indication that you are seriously seeking credit, perhaps due to financial troubles or desperation. Similarly, opening several new accounts at the same time could also be seen as a sign of a rough financial patch. To avoid this perception, be choosy when you shop for credit and limit the number of creditor inquiries. Plus keep your credit accounts to a minimum.


D.	Check up on your credit report at least once a year. Chances are that even if you've been good about paying your bills on time, there may be incorrect or outdated information on your credit report that is hurting your credit profile. To ensure the accuracy of your credit report, the FFEF CreditScore Review will help you understand your credit report and teach you how to improve your credit score and dispute any errors that you find on the report. Ask your FFEF Counselor about obtaining an FFEF CreditScore Review. 


E.	Apply for secured credit. If bankruptcy is in your past or you have had your credit cards revoked, you need to demonstrate that you can handle credit responsibly. One way to do this is to apply for a secured credit card. A secured credit card requires a specified dollar amount to be deposited with the card issuing company. These funds are then put on hold and a credit card is issued with a line of credit equal to the amount you have on deposit. If you make the agreed-upon payments for approximately one year, the creditor may then release the funds held as security and issue an unsecured card. Be sure to look for hidden fees and charges. Take time to shop around for the best interest rates and lowest annual fees.


F. Apply for unsecured credit. A local department store may be more likely to issue you a credit card than a national creditor. If the store does grant you credit, demonstrate your financial responsibility by paying all of your bills on time. Just remember that the interest rates or finance charges of the typical department store card are quite high, even 20% or higher, so be sure to charge only what you can afford to pay off each month and not carry a balance with such an exorbitant interest rate.



 


 Chapter 5: Disputing Items on Your Credit Report

In 1971, Congress passed the Fair Credit Reporting Act (FCRA). This act created guidelines to protect a consumer's privacy and to help ensure accuracy in credit reporting. The Fair Credit Reporting Act gave consumers the right to see, dispute, and have their records corrected. Credit Reporting Agencies also began to supplement the negative information in credit reports with the positive financial history of consumers.

In 2001, credit score information was finally opened to consumers and they were given the right to access their credit scores directly. The Fair Credit Reporting Act was updated in 2003 with the Fair and Accurate Credit Transactions Act, which was signed into law by President George W. Bush. It requires Credit Reporting Agencies to make a copy of their credit score available to consumers annually for free.

 More than 4.5 billion pieces of information are entered into consumer credit records each month. This information becomes part of the more than 1 billion consumer credit reports issued annually in the United States. With so much information being collected, it is possible that some information is reported or recorded incorrectly. Likewise, there are more than 300 million people in the United States so it's reasonable to expect that records will get crossed now and then, particularly if you have a common name like Tom Smith. If negative information on your credit report is correct, the only thing you can do is wait for enough time to pass for it to be removed. However, if any of the negative information on your credit report is incorrect, there is something you can do about it.

 The Fair Credit Reporting Act states that a credit bureau and the creditor providing information to the credit bureau are required to correct wrong or incomplete information that appears on your credit report. If you find inaccurate information on one of your reports, try contacting the creditor directly first. The contact information for each creditor appears on your credit report in the Creditor Contact section of the report. Most minor inaccuracies can be fixed over the telephone. If you can't get the information corrected this way, then work with the credit bureaus to fix the problem.

If you find a mistake on your credit report, you have the right to have it corrected. You can do this by disputing the information with the credit bureau. Your credit report may come with a form or instruction sheet guiding you through the dispute process.

There are steps you should take to make sure your credit report contains the right information:

1. Request a copy of your credit report from each of the three major credit bureaus. Not everyone that you apply to for credit will request your credit report from all three of the major credit bureaus so it is important to do a regular check-up of your credit report from each credit bureau. Mistakes can appear on each report, and they may not be the same mistakes. You have to take responsibility for making sure that your credit report is accurate and up-to-date. If you notify one bureau of a mistake, do not assume that the mistake will be reported to the other two bureaus as well. You will have to check the reporting.


2. Carefully review the report. Once you have received your credit report from each credit bureau, you need to review the sections of each report and verify that the information that they have is correct. Compare each report to current financial statements to verify that the credit bureaus have the right information for your accounts. Use the checklists in Chapter 6 to help you review. 


3.	Notify the credit bureaus of any mistakes. If you find information on any of the three reports that needs to be corrected, you must notify the credit bureau of the mistake. This includes outdated information, e.g., negative information that is more than seven years old and should be removed, address and phone number, etc. You must notify the credit bureau in writing, either by mail or by e-mail. When you write to the credit bureau, be sure to include the following information:

	Your full name


  	Your complete mailing address


  	Your date of birth


  	Your Social Security Number


  	Each item you are disputing


  	An explanation of why you believe the information to be incorrect, including any pertinent facts


  	A request for the information to be corrected or deleted


  	A copy of your credit report with the disputed items circled or highlighted


  	Copies of any documents you can provide that support 		your dispute (be sure you send copies and keep the originals for yourself)



4. 	Keep a copy of your letter and the documents you include with the letter. Make copies of everything you submit for yourself and send your letter by certified mail with a return receipt requested so you have proof of what was sent and when it was sent. A sample of a dispute letter is shown here. 

[image: sample letter]

If you would know the value of money, try to borrow some. —Benjamin Franklin

 
The only man who sticks closer to you in adversity than a friend is a creditor. —Author Unknown


 

Let's Review

Fill in the blank spaces to help you remember important information. If you can't remember, go back through this chapter to find the answers.


1. 	This 1971 Act created guidelines to protect a consumer's privacy 		and to help ensure accuracy in credit reporting. ____


2. 	This 2003 Act requires Credit Reporting Agencies to make a copy 		of their credit scores available to consumers annually for free. ____


3. 	If negative information on your credit report is correct, the only 		thing you can do to remove it is ___


4. 	The four steps you should take to have incorrect information 			removed from your credit report are: 

  a.	____

  b.	____

  c.	____

  d.	____






Chapter 6: Credit Report Worksheets

Use these worksheets to compare the information on your credit report from the three different credit reporting agencies. It will help you determine whether there is incorrect information that needs to be addressed and where your problem areas are so you can begin working on improving them. Once you have received your credit report from each credit bureau, use the worksheet that follows to check each of the six main sections of the report. Use a  to indicate the information is correct and an  if the information is wrong.

Section 1: Personal Information


This section includes your personal information and any personal statements you have provided to the credit bureaus to explain negative information on your report. Remember not to skim over this section. Read all the entries to make sure everything is correct and that the personal information is identifying you and not someone else. One bad piece of information and the credit history on your report could be wrong.

	Name 


  	Address 


  	Birth date 


  	Current address 


  	Previous address 


  	Employer 


  	Personal statements


Section 2: Summary of Accounts

The summary is an overall view of the accounts you have now and have had in the past. It gives you a quick picture of what your credit history looks like.

	Total accounts 


  	Open accounts 


  	Closed accounts 


  	Delinquent accounts 


  	Derogatory 


  	Balances 


  	Payments 


  	Public records 


  	Inquiries


Section 3: Credit History

For the History section of your report, make sure the name of the creditor, the account number, whether the account is open or closed, the balance you owe, and the status of your payments are all correct before you check it off. 

	Real Estate: Account 1, Account 2 


  	Loans: Loan 1, Loan 2 


  	Credit Cards: Card 1, Card 2 


  	Collections: Collection 1, Collection 2 


  	Other accounts: Account 1, Account 2


In addition, check the following information:

	Payment history	

  	Past due amount


  	High balance 

  	Loan/credit term


  	Credit limit	

  	Minimum payment


  	Opening date	

  	Most recent report


  	Responsibility	

  	Number of late payments



Section 4: Public Information


This section contains information about you that is available through public records. 

	Bankruptcy 


  	Tax lien 


  	Legal item/judgment 


  	Marital item 


  	Financial counseling 


  	Foreclosure 


  	Garnishment


For each of these items, be sure to check the accuracy of each of the items below before marking it off.


	Type

  	Status


  	Date filed	

  	 Individual/Joint


  	Reference #	

  	Closing date


  	Court	•	Plaintiff (if appropriate)


  	Amount	

  	Remarks


  	Liability



Section 5: Inquiries


Recorded here are the number of times your report has been checked by businesses to determine your creditworthiness. The times you have checked your report will not be recorded.

Section 6: Creditor Contacts


This section includes the contact information for each creditor on your report. This information will be important to you if you need to request corrections to your report.

Once you have reviewed all three of your reports for accuracy, follow up with any discrepancies you might find. Look through these worksheets and if there is an X in any of the boxes, use that information and contact the corresponding agency(s) to dispute the information and request a change. In some instances, you may have to contact the creditor directly and have them report the correct information to the credit bureaus. Make sure you continue to follow up on the dispute until the information has been corrected or the issue resolved. 






Chapter 7: Results of Your Dispute

The credit bureau is required to investigate your claim within thirty days of receiving it unless it considers the dispute to be completely invalid. Don't waste your time or the credit bureau's time by sending claims that you know to be false or that you cannot support.


All the information you send will be forwarded by the credit bureau to the person or organization that provided the incorrect information to the credit bureau. It must then investigate your claim, review the information you sent, and report their findings to the credit bureau. 


If you are right, and the information on your credit report is incorrect, the person or organization that provided the information must then notify all three credit reporting bureaus of the error. The bureaus must then update your file accordingly. Even though the responsible party should notify all of the credit bureaus of the error, it is still best to check yourself and make sure that the information has been corrected in all three places. 


If the credit bureau cannot verify that the information provided to it by the responsible party is correct, it must delete it from your credit report also.


Once the matter has been resolved, the credit bureau is required to provide you with the written results of the investigation and a free copy of your updated credit report. It must also send you the name, address, and phone number of the party that provided the incorrect information.


You can also request to have a corrected report sent to anyone who has received a copy of your report in the past six months, e.g., a mortgage company, auto loan company, etc., and you can have a copy sent to anyone who received a copy for employment-related reasons for the past two years.


Sometimes the error on your credit report is not negative. Travel, entertainment, gas, or store credit cards may not be reported. If you are denied credit because you do not have enough of a credit card history, it is important to ask that all the credit accounts you have now or have had in the past are reported on your credit report. What's not there can sometimes be as detrimental as what is there. Credit bureaus are not required to add these accounts so you may be charged a fee to have them added. If these accounts do not report to the credit bureau on a regular basis, these accounts will not be updated in the future by the credit bureau.


You should also know that even if the credit bureau determines that your report is not incorrect, you can ask to have a statement included in your file so that when you apply for credit in the future, potential lenders can at least see that you feel the information is not accurate. This statement must be 100 words or less. You can also use this statement to explain why you may have made a late payment if there is a good reason, e.g., divorce, illness, or a death in the family.


It is a good idea to check on your credit report annually to make sure new inaccuracies haven't occurred. Contrary to what many people believe, checking your own credit report does not count as a credit inquiry and doesn't hurt your credit score. 


Thanks to an amendment to the Fair Credit Reporting Act, you are entitled to one free copy of your credit report per year. You can do this at www.annualcreditreport.com (a website that all three major credit bureaus work with), by calling 

(877) 322-8228, or by writing to:

  Annual Credit Report Request Service 

  P.O. Box 105281

  Atlanta, GA 30348-5281

The Fair Credit Reporting Act Puts the Law on Your Side

The law is on your side if information on your credit report is proven to be wrong but is not removed. If the error is found to have been intentional, you are entitled to damages. You also have the right to sue any credit-reporting agency or creditor for not correcting errors in your file or for allowing your credit records to be seen by unauthorized people.

Another way to solve the traffic  problems of this country is to pass a law that only paid-for cars be allowed to use the highways.  —Will Rogers


 


Glossary

Balances: the amount of money still owed on a credit card or loan.


Bankruptcy: a legally declared inability or impairment of ability of an individual to pay his or her creditors.


Charge-off: a loan written off as uncollectible bad debt.


Closed account: an account for which the balance has been paid off completely and have requested the creditor to make the account no longer available for use; a creditor will usually require that a written request be sent to close an account.


Consumer advocacy group: organization to promote and protect the interests of the buying public.


Credit: the ability to purchase a product or service and make regular payments to the creditor until the item or service is fully paid for.


Credit Bureau: an organization that collects a consumer's history of money borrowed and his or her repayment record, which is used in a mathematical formula to calculate the consumer's credit worthiness, i.e., the risk that would be involved in loaning money to the consumer. 


Credit limit: the maximum amount a consumer is allowed to borrow; this generally refers to the credit limit available on a credit card or home equity line of credit.


Credit Report: a record of an individual's or a company's past borrowing and repaying, including information about late payments and bankruptcy.


Credit Reporting Agency or Bureau: a company that assigns credit ratings for issuers of certain types of debt obligations. The three major ones are TransUnion, Equifax, and Experian.


Credit Score: A credit score is a three-digit number, generally ranging from 300 to 850 that is generated by three separate credit reporting agencies using a complex formula based on a person's credit history.


Creditor: a party (e.g. person, organization, company, or government) that has a claim to the properties or services of a second party. 


Creditworthiness: financially sound enough to justify the extension of credit.


Delinquent account: an account that is past due.


Dispute: a disagreement an individual expresses to a credit agency about information on the individual's credit report.


Equal Credit Opportunity Act (ECOA): ensures that all consumers are given an equal chance to obtain credit.


Equifax: a consumer credit reporting agency considered one of the 'big three' agencies in the United States.


Experian: a consumer credit reporting agency considered one of the 'big three' agencies in the United States. 


Fair and Accurate Credit Transactions Act (FACT): allows consumers to request and obtain a free credit report once every twelve months from each of the three nationwide consumer credit reporting companies. 


Fair Credit Reporting Act (FCRA): regulates the collection, dissemination, and use of consumer credit information. 


Federal Trade Commission (FTC): the nation's consumer protection agency.


Foreclosure: the legal proceeding in which a bank or other secured creditor sells or repossesses property due to the owner's failure to comply with an agreement between the lender and borrower. 


Garnishment: a means of collecting a monetary judgment against a defendant by ordering an individual to pay money directly to the plaintiff; the most common type of garnishment is the process of deducting money from an employee's monetary compensation (including salary) as a result of a court order.


High-Balance or High Credit: The most you have ever owed on an account, e.g. the highest balance you've ever had on a credit card.


Judgment: an obligation (as a debt) created by the decree of a court.


Lein: The right to take and hold or sell the property of a debtor as security or payment for a debt or duty. Minimum payment: the lowest amount acceptable as payment 

  on a debt.


Open accounts: any account that has not been formally closed by the account owner.


Opening date: the date an account was first activated.


Past due: any payment that has not been paid by the due date; this is not necessarily classified as "late." 


Personal statements: a personal comment that you have submitted to the credit bureaus for inclusion in your report.


Potential lender: any organization, institution, or individual which has the capacity to loan money. 


Public records: information that has been filed or recorded by public agencies, such as corporate and property records; records created by the federal and local government, (vital records, immigration records, real estate records, driving records, criminal records, etc.); or records created by the individual (magazine subscriptions, voter registration, etc.). Most essential public records are maintained by the government and many are accessible to the public either 

  free-of-charge or for an administrative fee.


Tax lien: a form of security imposed on property by law to secure payment of taxes.


TransUnion: a consumer credit reporting agency considered one of the 'big three' agencies in the United States. 


Unsecured Credit: a credit arrangement in which a borrower receives access to a loan without having to pledge any collateral. Most credit cards are unsecured.

 

Closing Statement

ACCESS Education Systems was developed as a tool to train and educate individuals and families concerning important money management skills. With Bankruptcy Reform, a message was sent from our regulators to all Americans regarding the importance of putting our financial houses in order. ACCESS Education Systems provides individualized education to help  families achieve their dreams of financial independence. The principles in this Family Financial Training Course contain many of the initial steps to achieving long-term financial prosperity. It is a part of the ACCESS Education Systems Series providing new and effective means by which millions of the nation's families can learn the skills of personal financial management and establish a happier and successful future.


In addition to ACCESS Education Systems albums, ACCESS Educational Systems has an interactive website containing hundreds of articles and resources including newsletters, bulletins, and online courses to resolve any financial issue facing you today. ACCESS Education Systems offers renewed hope to those struggling with debt and financial pressures and provides sensitive, personal assistance, and assurance to all families. ACCESS Education Systems leads the way with empowering, financial information that will enable you and your family to have fun while developing the skills and knowledge that will allow you to achieve an improved standard of living today and have a brighter financial future.
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May 7, 2007
Tom Langford
1271 Park Ave.
Greenfields, IL 11111

Complaint Dept.
TransUnion

PO Box 390

Springfield, PA 19064-0390

Dear Sir or Madam,

T am writing to dispute the incorrect payment history in my file. The
payment history I dispute i circled on the attached copy of my credit
repor which I reccived from you.

This payment history is inaccurate because I do not, in fact, have any late
payments on this account. I am requesting that the late payments shown
be changed to on-time payments to correct the information.

Enclosed are copies of my recurned checks and bank statements to show
tha these payments were processed by the due dates.

Sincerely,

Tom Langford
1271 Park Ave., Greenfields, IL 11111
5/22/1949, 500-20-3000
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Public Record Information

BANKRUPTCY

Type
Status

Date File/Reported
How Filed
Reference #
Closing Date
Court

Liability

Exempt Amount
Asset Amount
Remarks

Experian
Chapter 7
Filed

08/1998
Individual Acct.
104115
12/15/1998
County Court
$50,000
$1,000
$15,000

TransUnion
Chapter 7
Filed
08/1998
Individual
10-11-15.
12/1998
County
$50,000
$ 1,000
$15.000

Equitax
Chap. 7 Bank.
Filed

081998
Individual Acct
104115
12/15/1998
County Court
$50,000

$ 1,000
$15,000
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Sample Report
Consumer Credit Report
January 5, 2009

Consumer Information

Name: Joe S. Customer Experian TransUnion Equifax
Current Addres Sample Report Sample Report
Provious Addross: P0. Boc 1000 PO. Box 740256
Current Employer: Chester PA 19022 Atanta 6A 30374

Consumer Statement

1 n0t ke the payment to ABC Elecronics because the racio | bought was defective. ABC Electronics would not
et or replace the radio and they would not et me etur o xchange . Since the racio was defectiv and uusezbie
refused o ay for .

‘Summary Information

Real Estate Accounts Experian TransUnion Equitax
Count 1 1 1
Balance ($) 108400 108400 108400
Payments () 1130 1130 1130
Current 1 1 1
Delinquent 0 0 0
Derogatory 0 0 0
Unknown 0 0 0
Revolving Accounts Experian TransUnion Equitax
Count 3 2 2
Balance (§) 1354 173 173
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Inquiry Information

Creditor Name Date of Inquiry ~ Credit Bureau
Bank 01/02/2002 TransUnion
Credit Card Company 12/13/2001 Equifax

Credit Card Company. 12/0/2001 Experian
Mortgage Lender 11/19/2001 Experian

Creditor Information

Creditor Name Address Phone Number
Bank Credit Card 123 Main Street, Los Angeles, CA 800-000-1234
Bank Credit Card 333 Garden Street, New York, NY 800-000-1234

Auto Lender 000 Center Avenue, Houston, TX Mail Only.






e6_2.jpg
Account History Information

CREDITOR NAME
Experian TransUnion Equifax
Account Number 12341 1234 0-1234°
Type Real Estate Real Estate Mort.  Real Estate
Condition Open Open Open
Responsibility Individual Individual Individual
Pay Status 60dayslate  Charge OIf 30 days
Date Opened 01/01/2005 0172005 012005
Date Reported 01/01/2008 01/2008 01-2008
Balance and Limit bal. $104000 104,000 $104,000
Payment and Terms 1130 for 360 mo. $1130 or 380 mo.  $1130/mo,
High Balance $106,400 $106,000 $106,400
Past Due $1130 $0 $1130
Remarks
Two Year Payment History

Experian [

TransUnion

Equifax

Seven Year Payment History __Experian TransUnion Equifax
30 days late 1 1 1
60 days late 1 1 0
90 days late 0 1 0






