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A Little About Credit

Credit is, very simply, the ability to borrow money — or obtain goods and services — with the promise to
repay the lender over time. The interest rate charged to extend credit is usually a reflection of the
lender’s confidence in the borrower’s ability to repay. Credit is generally established by taking actions
such as getting a credit card or auto loan, and paying back the money within the specified terms.

There are many lending programs available for less-than-perfect credit. By borrowing through one
of these programs and making timely payments you can help improve your overall credit rating.

Building Your Good Credit

If you’re not sure how to establish good credit or improve your credit profile, you’re not alone. Many
Americans don’t realize how their spending habits affect their credit. If you’ve only paid cash for purchases,
have no credit cards or have never repaid a loan, you don’t have a record that shows you make payments
on time. If you’ve made some late payments or missed payments, that also appears on your credit report.

Here are some things credit counselors recommend to repair or establish good credit:

* Open a checking account in your own name, keep it balanced, and be sure not to bounce any checks.

* Apply for a credit card. Mortgage lenders usually want to see how you've handled smaller debt obligations,
such as credit card balances. Experts advise having no more (or less) than two to four credit cards. By
making regular payments over a period of time, you demonstrate you are capable of repaying a debt.

* Make all payments on time. It's the single most important factor! The due date is the date your payment
should be received, not the date that it should be mailed.

» Don't measure late payments by penalty fees, even if there are several days between the time your
monthly payment is due and the date the creditor assesses a late fee. Your payment may be recorded
as late even if a late fee isn't charged.

+ If you missed any payments, catch up and stay current. Your goal is to build a long history of on-time
payments. The sooner you start, the better for your score.

+ Keep balances low. The less available credit you use, the higher your credit score. So make up your mind
to use only 50% of your limit on any credit card, regardless of whether you pay off the balance each month.

» Keep your debt ratio between 20-30%. The amount you pay each month for debts such as credit cards
and consumer loans should total no more than 20 to 30% of your gross monthly income.

» Don't open credit cards you don’t need just to increase your available credit. This could actually
result in a lower score. It’s best to demonstrate responsible credit-building behavior on a few accounts,
rather than having multiple accounts with little or no history.

* Realize that paying off a collection account does not remove it from your credit report.
It will remain on your report for seven years. In addition, a closed account will also remain on your
report, and may impact your score.

+ If you've had credit problems, start rebuilding. To reestablish your creditworthiness, open a few
carefully-chosen new accounts, and be sure you pay them off on time, every time .

» Review your credit often. Keeping tabs on your credit report is a good way to stay ahead of the game.
By seeing what lenders see and knowing what your credit rating is, you head off any potential problems
quickly. Reviewing your credit report is also a good way to check that you are not a victim of identity theft.



What Does Your Credit Report Say?

The first step in getting your credit in order is to understand your current credit report says.
There are three major credit-reporting agencies that compile credit information on individuals.
Any credit grantor — including your mortgage lender — will obtain your credit history from one
or more of these sources, to help determine the level of risk.

If you don’t already know what’s in your credit report, yow’ll want to find out. Each of the credit
agencies may have a slightly different report. So, it’s a good idea to get a copy from each company.
You may obtain records from these national credit repositories for free or for a nominal charge,
depending on your state’s law:

Equifax Credit Information Services, Inc
P.O.Box 740241, Atlanta, GA 30374 + 1-800-685-1111
www.equifax.com

Experian
PO Box 949, Allen, TX 75013-0949 - 1-888-397-3742
www.experian.com

Trans Union National Disclosure Center
P.O.Box 97328, Jackson, MS 39288-7328 + 1-800-916-8800
www.tuc.com

Correcting Errors

If you believe the report contains errors, contact the agency that issued it and tell them you wish to
change or dispute information. The best way to contact the agency is in writing, by registered mail

with a return receipt. This way, you will be able to verify that you filed a timely dispute, and assign
some accountability to the agency.

Under terms of the Fair Credit Reporting Act (FCRA), an agency must investigate disputed items
within 30 days, and they must provide you with a written report of their findings within five days
after completing the investigation. They also must provide a copy of your credit report if it has
changed because of your dispute. Once a dispute is settled, keep copies of all correspondence and
payment records that prove your account has been paid in full.



