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INTRODUCTION

Credit is a tool that allows us to enjoy something today with the money we will earn tomorrow. It also provides insight into who we are as spiritual beings. Sacred scripture shares many texts that refer to money or finance. Among them we find one of the most often quoted scriptures, “For the love of money is a source of all kinds of evil. Some have been so eager to have it that they have wandered away from the faith and have broken their hearts with many sorrows” (Good News Bible, American Bible Society, 1 Timothy 6:10).

This scripture explains how money can switch from being simply a tool to becoming the focus of one’s life. We must understand that credit is available to us for the immediate purchase of a necessary and affordable item. As people of faith, it is important that we understand when it is appropriate to use credit. Too many of us borrow from the future to acquire things that we really don’t need in the present. If you are thinking of borrowing from your future, you should ask yourself, Why am I borrowing from my future earnings? Am I borrowing from the future to invest in the present so that my future can be better? Can I save for this instead of using credit? For most of us the decisions we make are either/or decisions. We purchase one thing or another on credit, but too many of those purchases are not investments for the future but purchases that take up our future earnings, plus interest, to serve an unnecessary immediate desire. I am not advocating that we not have a new TV set or a new car, but that we use good judgment. Credit should be used first and foremost to help you, your family, and your community. If we can focus on what is most important—the development of our spiritual, academic, and intellectual lives—we are on the way to healthier economic status. So let’s learn about credit, and if we need to, let’s repair yours.











PREFACE

Trouble with credit is a problem you can’t ignore. No matter how much money you earn or where you live, if you’ve made mistakes with credit in the past, those mistakes will haunt you—unless you empower yourself to fix your credit. And you can.

Say you have $5,000 in credit card debt, at 18 percent annual interest. If you make only the minimum payment each month, you’ll be hanging on to that debt for a whopping 313 months, or more than 26 years. You’ll pay more than $7,100 in interest costs—a far higher amount than your original debt.

Don’t get scared off by the numbers. Any amount of debt, no matter how scary it sounds, can be paid, with a little planning and a lot of determination.

First, know you’re not alone. About 51 million American households carry credit card debt, at an average balance of nearly $12,000, according to cardweb.com. And the reason is more than just overspending. We’re not always paying on time, and we’re not always being smart about the money we owe. Americans shelled out more than $24 billion in credit card fees last year, including late-payment fees and over-limit fees.

Before you can fix your problems, you need to understand why troubles with credit can be so damaging. If you don’t have a good credit history, you’ll struggle to get ahead financially. It may be hard to get a mortgage to buy a home, or a loan to buy a car. Or if lenders do decide to allow you to borrow money, they won’t give you very good terms. You’ll pay excessively high interest rates for the privilege of borrowing money. That’s because if you haven’t had a responsible payment history in the past, lenders aren’t going to want to take you on as a risk.

But again, you can fix this. It takes patience, time, and dogged determination, but you can clean up your credit history and become attractive to lenders. This book will show you how.
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STEP 1

HOW LENDERS SEE YOU

Lenders don’t want to treat you like a number or a piece of paper. But lenders are running a business, and they have constraints. They have to work within certain rules, using a series of formulas, before lending you money. It doesn’t matter if you’re nice, if you’ve lost your job, or if a bad relationship has left you in a financial hole. Lenders have to depend on a series of written reports, and a number, to learn everything they need to know about you. What is most influential in making their decision is your credit history.

YOUR CREDIT REPORT

The written report that lenders depend on is called your credit report. A credit report is essentially a history of your entire financial life, from your first credit card to the present time.

There are three major companies that track your credit. They’re called credit bureaus. These companies—Equifax, TransUnion, and Experian—all keep similar records of your credit history. When a lender is considering giving you a loan or a credit card, the lender will contact one of the three credit bureaus for a copy of your credit history. On the basis of the information in your file, the lender will decide whether or not to take a risk with you, how much to lend you, and at what interest rate.

WHAT’S IN YOUR REPORT

Each credit bureau uses a different format for the information it collects, but all three bureaus have basically the same information. You’ll first find identifying information, such as your name, your Social Security number or Individual Taxpayer Identification Number (ITIN), and your address. Your employment information will also appear here.

Next, you’ll find a listing of all the credit accounts you’ve ever had. This will show if the account is closed or current; when the account was opened (and closed, if it’s been closed); your credit limit or loan amount; the account balance; and your payment history. This is where lenders will see if you’ve been paying your accounts on time.

Then comes a section on inquiries. An inquiry takes place when someone asks for a copy of your credit report. Inquiries may come from lenders, from landlords, or from employers. The report lists both voluntary inquiries, which are ones that come when you give lenders permission to check your report when you apply for credit; and involuntary inquiries, which come when lenders order your report on their own—for example, if they want to send you a preapproved credit offer in the mail.

Finally, your credit report will have a section that includes information of public record, usually based on papers filed in a court of law. This can include information on collection agencies seeking funds from you, bankruptcies, foreclosures, overdue alimony or child support payments, lawsuits, liens, wage attachments, and judgments. It may also include arrest records.

GETTING A FREE COPY OF YOUR CREDIT REPORTS

If your credit history shows you’ve made late payments in the past, or if you’ve taken out loans you’ve never repaid, you may have a hard time getting a new lender to lend you any money. And if lenders are willing to lend you money, they’re going to charge a very high interest rate—to the point that you may be paying more in interest than you borrowed in the first place.

That’s why it’s so important to have a good credit history. If you want to buy a car, get a mortgage, get a credit card, or rent an apartment, the people you want to do business with will want to know you’re a good risk. Having a good credit report will save you money and allow you to accomplish many of your financial goals.

It’s very possible that your credit report has some errors. It may show that you’re delinquent on an account, when in reality that account should be clean. This is why it’s essential for you to get a copy of your credit report, read it, understand it, and make sure it’s accurate.

New legislation passed in Congress—the Fair and Accurate Credit Transactions Act (FACT Act)—allows everyone to get free copies of his or her credit reports from the three major credit bureaus once a year. To get your free reports, you must call 877-322-8228, or visit www.AnnualCreditReport.com. This is a centralized service created by the three credit bureaus to help consumers access their reports in one place (while helping the bureaus keep track of which consumers have ordered their reports).

Warning: If you go to the Web site, make sure to spell the Web address very carefully. There are imposter sites that have similar spellings, and if you end up at these sites by mistake, they’re going to tell you about other services, which you need to pay for before you get your reports. It’s a scam to try to get you to pay for services you don’t necessarily need. The AnnualCreditReport.com site is perfectly safe. But the Federal Trade Commission (FTC)—the government agency that deals with consumer protection and other economic issues touching the lives of most Americans—warns that consumers must be careful not to be fooled by these other sites. The FTC recently settled a lawsuit against a company that promised “free” reports, but these weren’t really free. If you’re nervous about making a mistake when you type a Web address, you can go to the FTC Web site at www.ftc.gov. There, you’ll find a link to the authentic AnnualCreditReport.com site. Or simply visit the Esperanza USA site (www.esperanza.us) for a direct link.

You can also contact the three credit bureaus directly for copies of your reports, but the copies are free only if you go through the site mentioned above. The three credit reporting agencies—Equifax, Experian, and TransUnion—offer essentially the same information in their credit reports. Only the layout is slightly different. If you order through AnnualCreditReport.com, you can get all three for free. You want to make sure they’re all accurate, because while no one report is more important than the others, you don’t know which one your lender will see.

WHAT YOUR CREDIT REPORT LOOKS LIKE

On pages 6-12 you will see an example of what you can find on Experian’s report.

WHAT TO DO WITH YOUR REPORTS

Read, read, read. Carefully go through each entire report and make sure there are no errors. Errors are common. According to a study done in 2004 by the U.S. Public Interest Research Group (U.S. PIRG), as many as 79 percent of credit reports have errors. According to the study, 25 percent of those errors were serious enough that credit could easily have been denied to consumers because of the wrong information. The study is called “Mistakes Do Happen: A Look at Errors in Consumer Credit Reports.”

The Web sites of the three credit bureaus have very explicit directions on how to read their reports, which all look somewhat different. Read the directions to understand how each bureau presents the information. If you see something you don’t understand, call the bureau’s toll-free number. A customer service representative can help you translate the jargon, or explain anything else that doesn’t make sense to you.

IF YOU FIND A MISTAKE

To fix mistakes on your reports, you have to take charge. This process is called “dispute.”

If you want to dispute an item on your report, the first step is to contact the credit bureau by writing a letter, explaining the error you’ve found. The credit bureau will open an investigation, which will probably include contacting the lender who told the bureau that, for example, you missed a few payments. The lender will then review the information and report back to the bureau with its findings. If the credit bureau agrees that the item on your report is an error, the bureau will make the change in your report. By law, the companies have 30 days to investigate and report back to you on their findings.

If you need help writing a dispute letter, the Federal Trade Commission offers a sample letter, available on page 13.
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Date

Your Name


Your Address


Your City, State, Zip Code

 

Complaint Department


Name of Company


Address


City, State, Zip Code

 

Dear Sir or Madam:

I am writing to dispute the following information in my file. I have circled the items I dispute on the attached copy of the report I received.

This item (identify item(s) disputed by name of source, such as creditors or tax court, and identify type of item, such as credit account, judgment, etc.) is (inaccurate or incomplete) because (describe what is inaccurate or incomplete and why). I am requesting that the item be removed (or request another specific change) to correct the information.

Enclosed are copies of (use this sentence if applicable and describe any enclosed documentation, such as payment records, court documents) supporting my position. Please reinvestigate this (these) matter(s) and (delete or correct) the disputed item(s) as soon as possible.

Sincerely,

Your name

Enclosures: (list what you are enclosing)

 

You can also visit www.esperanza.us for more sample letters.

If one credit bureau has a mistake in your file, there’s a good chance that the same mistake will appear on your other reports, too. Compare your two other credit reports to make sure they don’t have the same mistake. If they do, notify those bureaus of the errors. Also, be aware that the lender who misreported the information to the first bureau is required to make the correction at all three bureaus. Still, it’s smart to make sure that this happens.

If the investigation into your complaint goes your way, great. The lender is then required to give you the results in writing, and if the investigation leads to a change to your report, the bureau must give you another free report. (This doesn’t count as one of your annual free reports.) If the mistake has been fixed, you can request that the bureau contact all those who received the inaccurate report in the past six months (or the past two years, for employers) to tell them of the correction.

If the investigation doesn’t turn out as you hoped, and the credit bureau and the lender insist that the information is accurate, there’s not much you can do to change it. But what you can do is add a short written statement to your credit file to explain your side of the story. You can do this free. Your written statement will then become part of your credit report, and anyone who wants to see your report will also see your version of events. Here’s a sample letter.

 

Date

Your Name


Your Address


Your City, State, Zip Code

 

Name of Credit Bureau


Credit Bureau Address


City, State, Zip Code

 

Dear Sir or Madam:

I disagree with (identify the item you are disputing here). I took the following action: (explain the action you took to pay the item here, and include dates if you have them). I have disputed the item but the company says (explain what the company’s side is here). I have included here copies of (list here any proof you have of your actions).

Sincerely,

Your name

 

It’s important to understand that you can’t dispute negative information that’s true and accurate. The only way true bad marks on your credit report, such as a bankruptcy, will vanish, is after the passage of time.

YOUR CREDIT SCORE

Your credit score is the next big item you’ll need to tackle if you’re trying to improve your credit. A credit score is simply a computer-generated number based on the information in your credit reports. Lenders use this number to determine whether or not you’ll be a good credit risk. They use this number to decide whether to lend you money, and if so, how much to lend and at what interest rate.

The most influential credit score is called the FICO score. It’s created by a company called Fair Isaac Corporation, and it’s the credit score used by the three major credit bureaus. You have a separate FICO score with each of the three bureaus, because your credit file may be different at each bureau.

FICO scores range from 300 to 850. The higher your number, the better. The average FICO score is 723. If yours is lower, you need to take steps to improve your credit report; doing so will improve your FICO score.

FICO scores are calculated on the basis of several factors.

Your payment history has the biggest impact on your score (35 percent). This includes late payments, missed payments, and negative public records, such as bankruptcies and wage attachments, or how well you’ve met your past obligations.

The next most important factor (30 percent) is how much you owe. Lenders like to see that you’ve been successful with both revolving credit (credit cards) and installment loans (car loans and mortgages). They also want to see if you’ve maxed out all your available credit.

FICO scores also take into account the length of your credit history (15 percent). The longer you’ve been using credit and paying your obligations, the better, as this shows lenders that you’re more likely to pay in the future. The score also includes information on new credit (10 percent), and how many recent inquiries you’ve had. And finally, the score includes details on the types of credit you use (10 percent).

Your FICO score does not consider personal information on your credit report, such as your race, religion, national origin, age, or gender, or where you live.

GETTING YOUR FICO SCORE

Unlike your credit report, your FICO score isn’t available free. There are several ways to get your FICO score. At the FICO Web site, www.myfico.com, you can order your three FICO scores (the ones used by the three major credit bureaus) for $14.95. Or you can call 800-319-4433.

You can also get your FICO score through the credit bureaus, but this will also involve paying a fee. Depending on what you order, it may cost between $5 and $35 for your scores (which are usually sold with copies of your credit reports).

If you’ve applied for credit, the lender will probably have obtained your FICO score from one of the bureaus. You can ask the lender to tell you the score (this wouldn’t cost you anything), but only mortgage lenders are required by law to disclose your score. A credit card company or another lender may or may not share the information with you. But, before you pay for your score, it never hurts to ask.

NEW KIND OF CREDIT SCORE

The three credit bureaus have announced the creation of a new kind of credit score, which they say will simplify the process. The bureaus say there are two variables in calculating a credit score: the data (your credit history as reported by each bureau) and the scoring methodology (the math used to calculate your score). In what the bureaus say is an attempt to make credit scoring easier to understand and more consistent, they’ve created a new credit score, called VantageScore. To calculate the score, which can range from 501 to 990 (the higher the score, the better), the bureaus each use the same methodology. For example, each bureau collects credit information independently, so it is possible that the exact same information may not be on all three files. With other credit scores, the bureaus say even if the same information is in your files, your credit score could be different because of the different calculations used. They say with VantageScore, if the same information were on each file, the scores would be identical—all because they’ll use the same calculations to get your score.



OEBPS/page-template.xpgt
 

   
    
		 
    
  
     
		 
		 
    

     
		 
    

     
		 
		 
    

     
		 
    

     
		 
		 
    

     
         
             
             
             
             
             
             
        
    

  

   
     
  





OEBPS/Images/titlepage.jpg
ESPERANZA SERIES

HOW
TO FIX
YOUR
CREDIT

THE REVEREND LUIS CORTES JR.
with Karin Price Mueller

ATRIA 800Ks
(R ——





OEBPS/Images/img01_006.jpg





OEBPS/Images/img01_1-5.jpg





OEBPS/Images/img01_010.jpg





OEBPS/Images/img01_008.jpg





OEBPS/Images/img01_012.jpg
parsontwormation [} prrssnsntomation

T e s e e o o i S e e S o™ Bt o v
R roors e e .
oo coRsER o o e May ncludo name and
Semonaooeaen o o e e St Socury e
e e ot r 4 aiatons, sy,

aphons nambor, i
. P Exparan e hvaaons
i N s ¥ 0ot now vkt b
et eaere. ety L reetous s beonien
et ot 3 \wm
ispdtteis Address information
 t ol ot o
. s sdcusion
[e—
[ — ro—

Your Persons satement Aoy parsona ststenant it

Youadoad oyt gt
[ Tovoa ot

o ——
\mportant essage From Exparian um | Nn:sowers s s

o dpty o aryone o
5 ot st e i e e ey b
e o e ot Vs Sty e e o ey 1 PO o v
T e b g oy MR R OR S e ™ Yot et






OEBPS/Images/MSRCover.jpg
ESPERANZA SERIES

HOW
TO FIX
YOUR
CREDIT

THE REVEREND LUIS CORTES JR.
with Karin Price Mueller

ATRIA BOOKS
New York London Toronto Sydney





