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Foreword

It wasn’t until I started researching the material for this book that I realized how many people have been or will be affected by poor credit. Over 1.7 million people will file for bankruptcy in this country alone, and there are millions more whose credit has been damaged to one degree or another. I myself am one of the millions who have been affected by damaged credit. Prior to writing this book, I spent three years as financial manager for a large automobile franchise looking at thousands of credit reports to determine if a customer qualified for a loan. I would say, without hesitation, over ninety percent of the credit reports I looked at were damaged to some degree by negative credit. The final determinant that drove me to create this resource was the people. Looking at a piece of paper is one thing; however, meeting face-to-face with the person(s) whose credit has been decimated is another. Time after time, customers would ask me to help them fix their credit, and all I could do was tell them to be responsible and pay their bills. Responding in that manner may sound callous; however, it was all I really knew. In time I realized it wasn’t always due to irresponsibility that a person’s credit was damaged. Sometimes life just takes an unfortunate turn, and among other areas in life, one’s credit suffers. After having this paradigm shift, I knew there was a way I could help, and I knew people wanted to be helped. I have written this book to assist people in getting back on their feet as responsible credit consumers. I hope that the information in this book will point you in the direction of achieving stronger credit and a better way of living.






Chapter 1
Welcome


IT’S YOUR CREDIT

One of the most important things to remember regarding credit problems is that you’re not alone. Millions of good, hard-working people all around the country are currently having or have had problems with their credit. However, your awareness of the importance of having good credit has put you one step closer to actually achieving a good credit rating and improving your quality of living.

Even though your credit rating may seem like an intangible asset, it is one of the most valuable and important assets that you have. Without a good credit rating your financial, occupational, and personal goals are at risk of being severely limited. In order to obtain the privilege of using a credit card, your credit rating is checked. If a company determines your credit to be unsatisfactory, you will be denied. From the moment you are denied, your quality of living is impeded. If you can’t get a credit card, you can’t rent a car, order tickets, or even rent a video. Because your credit rating was determined to be unsatisfactory, most companies will not let you use their money.

Today more than ever, many businesses perform routine background checks during the hiring process. Once again, if your credit rating reveals something of concern to them, you can be turned away for employment. Since maintaining a good credit rating is important in today’s society, a poor credit rating can have a negative snowball effect toward your personal goals. Good, strong credit allows you to live with financial security and enables you to purchase items without depleting your life savings.

Repairing your credit can seem like a monumental task; however, it can also be as easy as writing a letter or making a phone call. Your decision to repair your credit rating will benefit you for the rest of your life. The more time you invest now toward strengthening your credit rating, the better your quality of life will be.

WHAT INFORMATION DOES THIS BOOK CONTAIN?

The Complete Guide to Credit Repair has been written to assist you in repairing and strengthening your credit rating. This guide provides you with step-by-step instructions, explanations, situations, details, testimony, inserts, and prewritten letters that will help you repair and strengthen your credit rating. After reading this guide, you will have a good understanding of the following items:


	How credit works and how it affects you

	How credit agencies operate

	How to establish your credit report

	What lenders are looking for

	How to read a credit report and how to get a copy of your report

	What credit problems can arise

	How to determine your credit problems

	How to strengthen your credit rating

	How to write letters, and where to send those letters

	How to follow through on what you start



HOW TO GET STARTED

Once you finish reading the material, you will begin the process of repairing and strengthening your credit. Before beginning the process, you must follow some important procedures in order to keep your information well organized. Following this set of procedures will help develop your organization skills, along with increasing your chances of strengthening your credit. The next section will detail these procedures.

HOW TO STAY ORGANIZED


	Write your goals—what you plan to achieve—on the insert provided. Creating goals will help you stay focused on an end result and expedite the strengthening process (pages 5, 165 and 167).

	Retrieve all of your old financial records. The more records you can find, the better your chances of providing vital background information when necessary.

	Save all of your current financial records, especially the major records (e.g., billing statements, cancelled checks, and receipts). Use a typewriter or a computer when creating letters. (If you do not have access to a typewriter or a computer, you can print the letters in black ink.)

	If you have access to a computer, save all of the letters you create on a disk.

	Make photocopies of your financial records and any documents you send.

	Clearly state the terms and conditions on any agreements, whether oral or written. Anything that you and the creditor or credit agency agree upon must be put in writing and signed, with both parties receiving copies.

	Send all letters by certified mail. Certified mail enables you to obtain a receipt. Keeping records of your transactions is important.

	When sending any type of payment, always pay by check or money order. Using a check or money order allows you to have an instant receipt of your payment.



HOW TO USE THE SAMPLE LETTERS

The Complete Guide to Credit Repair provides you with 67 letters that have been prepared to get results and to save you time and money. Each letter has been carefully written to coincide with its corresponding section or topic (e.g., Letter #1 coincides with getting a free, yearly copy of your credit report).

After you have finished reading a section, a letter will be assigned for you to use, if applicable. Be sure you use the letter that corresponds with the section you are working on. Do not interchange letters unless otherwise instructed.

The letters are presented in three separate appendices, according to the order in which the letters will be sent. Table 1.1 shows how the three categories are broken down and where each letter can be found, according to its number. Reproduce the letters using your computer. When reproducing the letter, you should quote word for word, only changing the personal information.





	Appendix
	Contents of Appendices
	Letters Contained



	A
	Original Letters
	(1–22)



	B
	Follow-Up Letters
	(23–46)



	C
	Final Follow-Up Letters
	(47–67)




(Table 1.1)

HOW TO USE THE INSERTS

The Complete Guide to Credit Repair also contains fourteen inserts that provide you with an organized format in which you can pass along important information. Each insert has been carefully written to coincide with its corresponding section and letter (e.g., Insert “G” accompanies Letter #11). Not all letters have an accompanying insert.

The inserts are all presented in one separate appendix. After you finish reading a section, an insert will be assigned for you to use, if applicable. Be sure you use the insert that corresponds to the section you are dealing with.

When completing an insert, you should carefully read the entire insert and be absolutely positive the information you provide is correct. Using false or incorrect information is not only going to slow down the strengthening process, but the misrepresentation of information is also illegal.

Here is an easy reference chart (Table 1.2) that will help you match the correct insert(s) with its corresponding letter.





	Insert Letter*
	Description



	A
	Goal Writing



	B
	Credit Clinic Offers



	C
	Revise Your Goals



	D,E,F
	Letter #10



	G
	Letter #11



	H
	Letters #12, #13, #14, & #15



	I
	Letters #14 & #15



	J
	Letters #20 & #13



	K
	Letter #17



	L
	Letter #18



	M
	Letter #19



	N
	Letter #16




(Table 1.2)

*Some of the inserts are used by more than one sample letter.

WRITE OUT YOUR GOALS

Creating goals is one of the most crucial steps you will take as you proceed through the process of repairing your credit situation. Without goals, your sense of direction can easily become clouded, leading to outcomes other than the ones you desire.

You have without a doubt set many goals during your lifetime, such as making a sports team, achieving good grades in school, earning a raise at work, or cleaning that cluttered basement. Goal setting is important; however, just as important is the type of goal you set. A goal that provides you with the best opportunity for success is one that is reachable, measurable, and time sensitive.

Designing a goal around these three principles is the key to good goal setting. A reachable goal is one that can be realistically achieved. For example, let’s say you are trying to get a raise. You are currently earning $35,000 a year; however, you feel you are worth at least $50,000. When you go into negotiations, you know where you want to be. You don’t have an unrealistic figure such as $100,000 in your head, nor will you be thinking too low, such as $39,000. As an obtainable goal, $50,000 a year is a very reachable and a realistic goal.

Staying with the same example, once you realistically set the parameters for your goal, you now have something to use as a yardstick to measure your progress. When you negotiate your raise, you can immediately measure how successful you were at achieving your desired outcome.

The third characteristic of a goal that provides you the opportunity for success is making the goal time sensitive. A goal must have a beginning and an end. Setting up a time line for your goal allows you to accurately track the progress of your goal. And by tracking your goal, you are able to see how close you are to achieving what you set out to achieve based on a unit of measurement.

When developing your first set of goals, to accurately encompass the areas you are attempting to correct, you should keep the goals broad. Incorporate all of the areas you are concerned about in this first goal-writing exercise. At this stage it is important not to limit yourself. The more areas you are able to determine that need attention, the greater your percentage of success. You will have another opportunity to further revise your goals, narrowing them down to better focus on the areas that are of most importance to you and your credit repair needs.

For now, use Insert A to list the goals that you would like to attain. In order to help you write your goals, let’s take a look at some examples of goals that are general, reachable, measurable, and time sensitive:

Example Goals:


I, (Your Name), want to strengthen my credit report by adding accounts which are not reporting to my credit report by (date).

I, (Your Name), want to strengthen my credit report by deleting any old account from my credit report by (date).

I, (Your Name), want to strengthen my credit report by deleting any old inquiries from my credit report by (date).



The information contained within this book is set up to help you achieve a stronger credit rating. By following the steps outlined in this chapter, you better your chances of reaching your goals.






Chapter 2
Credit???


What is “credit”? The American Heritage College Dictionary lists several definitions for the word credit. Each of the definitions listed holds a key to unlocking the true meaning behind the importance of credit, as it relates to the consumer. Credit is defined as “a reputation for sound character or quality—standing; influence based on the good opinion or confidence of others; reputation for solvency and integrity entitling a person to be trusted in buying or borrowing; an arrangement for deferred payment of a loan or purchase; and the time allowed for deferred payment.”

In many cases your reputation and character as a consumer are determined by how people perceive your past credit experiences. People who let you use their money want some kind of reassurance that they will be paid back. The people who let you use their money to purchase goods need some measure to help them determine your reputation for solvency and integrity. If a person is going to buy or borrow, they must be able to show why they should be trusted with the other person’s money.

The measurements used to determine whether a person may be trusted to use someone else’s money is where many of us run into trouble. The practice of lending and borrowing are common in our society. Nobody thinks twice about charging large amounts on credit. And the only time we think about what we have charged is when we have to pay the bill at the end of the month. Once the bill arrives two things can happen: one, the bill gets paid on time with no problems; or two, for one reason or another the bill does not get paid on time or does not get paid at all. If the bill gets paid late or not at all, along with your feelings of guilt, your troubles are compounded by agencies whose job it is to keep track of your payment histories. Just about every consumer move we make today is watched and recorded by someone. So, just who is watching over us, and why?

WHO’S WATCHING ME?

In today’s society good credit is the cornerstone to financial wellness. Without the security of having good credit, you are placing yourself at a big disadvantage. Many of the primary and recreational purchases made are done so using credit: homes, cars, televisions, boats, and motorcycles—just to name a few. If you have experienced any financial problems, such as bankruptcy, foreclosure, repossession, or just late payments, your ability to purchase these primary and recreational items using credit is severely restricted.

Why is your ability to purchase using credit severely restricted when you have experienced credit difficulties? There are businesses called consumer reporting agencies (credit agencies) that keep a very close watch over you.

Consumer reporting agencies are businesses whose primary function is to, legally, gather and report your credit information. Companies and organizations through which you are trying to obtain credit use information from these agencies, about you, to make credit decisions.

So, you may ask yourself why and how all of this vast information is gathered and how it affects you. Both are good questions, to which many people do not know the answers. Let’s take a closer look at how credit agencies gather and use your credit information.

WHERE DOES THE INFORMATION COME FROM?

There are thousands of credit agencies located throughout the United States. A credit agency’s main function is to gather information on you and put that information into a report called a credit report or a consumer report. A credit report is a document that contains a factual record of an individual’s consumer credit payment history. The report is generated by the credit agency, and is just one of the pieces of information used by a third party to determine an individual’s credit worthiness. We should note here for the future that a credit report is different from a consumer file. A consumer file is a collection of all of the information gathered on an individual by a credit agency. Your credit report is a permanent part of your consumer file.

The Fair Credit Reporting Act is a piece of legislation that governs what credit agencies can and can’t access. The Fair Credit Reporting Act, 15 U.S.C. 1681a(d), states that “a credit report must bear on a consumer’s credit worthiness, credit standing, credit capacity, character, general reputation, personal characteristics, or mode of living.” So, by definition credit agencies have a wide spectrum from which they can gather information on you. It is important to remember that every aspect of your consumer life and certain areas of your private life are accessible to the credit agencies. An example of the type of information a credit agency can place in your credit file and on your credit report is the practice of writing bad checks. The writing of a bad check reflects on your overall reputation. If a business reports the writing of a bad check to a credit agency, the credit agency has the right to place that information in your consumer file and on your credit report.

Since you know what types of information the credit agencies can gather, you now need to know from whom they can receive the information. Credit agencies gather the information they need from businesses, organizations, public and private sources, and governmental offices. These are the same businesses, organizations, public and private sources, and governmental offices that you use on a daily basis. The credit agencies solicit places of business, promising complete and accurate credit information—this is how a credit agency is judged. Once a place of business is signed up with a credit agency, the two share information about you that is vital to both of them. All of the groups solicited by the credit agencies rely upon the completeness and accuracy of the information gathered to help them in decisions involving an individual’s credit worthiness.

WHO ARE THE THREE MAIN CREDIT AGENCIES?

There are three main consumer reporting agencies: Trans-Union, Equifax, and Experian (formerly known as TRW). These three major information agencies have a lock on the credit reporting industry and sum up more than 90 percent of the credit report information in the United States. Because all three agencies are competing with one another for the same customer base, they are extremely competitive with one another, and do not share information. Competition has driven these agencies to expand their regions. The agencies now provide information to subscribers throughout the world. The agencies are profit oriented, with profits coming from the individuals and businesses who subscribe to them as their source for consumer information.

It is important to remember that a consumer reporting agency is judged on the thoroughness, timeliness, and accuracy of the consumer information it gathers. The fact that the agencies do not share information with one another is both a blessing and a curse. For example, if one report shows all good accounts, you are in good shape. However, if another report shows a bad account, you are in trouble. Many businesses and organizations subscribe to more than one credit reporting agency to avoid making costly errors in judging a person’s credit worthiness.

As explained briefly before, the agencies get businesses and organizations to subscribe to them by proving that their credit reports and credit files are the most accurate and complete information available on the consumer (you and me). The best credit agency is the one that reports both negative and positive information with timeliness and accuracy. Businesses and organizations rely heavily upon the timeliness and accuracy of the information when attempting to make a qualified decision regarding credit worthiness.

Credit agencies are supposed to report factual information regarding your background information and consumer credit habits. Since credit agencies begin reporting your background information and consumer credit habits from your first credit experience, it is important to establish or re-establish a solid consumer foundation early on. However, establishing and re-establishing is not always an easy task to undertake. Knowing where to turn and what to look for is key to starting off on the right foot. So you ask, how do I establish or re-establish myself as a responsible credit-using consumer? Let’s take a look at just a few ideas that can be beneficial to you as a responsible credit consumer.






Chapter 3
How to (Re-)Establish Your Credit Rating


Regardless of whether you are just beginning to enter the world of credit or are starting to rebuild your credit, you need to find ways to establish yourself as a responsible consumer. When establishing or re-establishing your credit, you should start small. Being able to stay within your credit bounds is an important key to establishing yourself as a responsible consumer. Over-extending yourself while trying to get established will only increase the likelihood of putting you back to square one, and you only get so many chances. Because the process of establishing or re-establishing credit can be frustrating, knowing what to do can help lessen the frustration. When looking to establish or re-establish your credit, there are many different options available. Let’s take a look at some of them.

PAY YOUR CURRENT BILLS ON TIME

The most important part you play in maintaining a good credit rating is paying your monthly bills on time. By paying your current bills on time, you will help to ensure that your current accounts remain as positive marks on your credit report. Regardless of any past negative accounts you may have, your present, 6- to 12-month habits are the most crucial. Since creditors look for patterns, by eliminating late payments and nonpayments, you will show the creditors that you can pay your monthly bills on time. Soon after, you will have the credit grantors coming to you.

OPEN A CHECKING AND SAVINGS ACCOUNT

If you do not have a checking and or a savings account, open one. Although checking and savings account information are not reported to the credit agency directly, the accounts do provide creditors with information on the way you manage your finances. A checking account will provide you with cancelled checks—certified evidence that you pay your bills, such as rent, utilities, and small loans. A savings account will allow you to show creditors the amount of money you have available in the case of an emergency. Checking and saving accounts are not only smart financial tools for your use, but also good tools that help your would-be creditors make a credit decision.

APPLY FOR SECURED CREDIT CARDS

Whether you have bad credit or no credit at all, you may have found it difficult to obtain a credit card. Many creditors do not feel comfortable giving credit to people who have bad credit or no credit. One way you can help establish a positive credit rating is applying for a secured credit card.

A secured credit card works much in the same manner as an unsecured credit card: you have a line of credit that you are responsible for, and you make payments each month on the balance you have acquired. Just like unsecured credit cards, secured credit cards carry interest rates, finance charges, application fees, annual fees, and available lines of credit. However, there are differences between the two. To get a secured credit card, you deposit money into an account or a Certificate of Deposit, which is specifically set aside as collateral for use of the credit card. Once your money is in the account, you use the secured credit card the same way you would use any other credit card. Your money will remain in the account until you either close your account or seriously default on your payments.

Your line of credit with a secured credit card is a direct percentage of the amount of money you deposit. Most institutions allow you to charge anywhere from 50 to 100 percent of the amount you deposit. The average minimum deposit required has been figured at around $300. When deciding how much money to use as a deposit, 5 percent of your annual income is a good sound figure. The following chart (Table 3.1) will give you a quick reference for how much money you should deposit.





	Annual Income
	Multiply By .05
	Amount of Deposit



	$12,000
	.05
	$600



	$18,000
	.05
	$900



	$24,000
	.05
	$1,200



	$36,000
	.05
	$1,800



	$42,000
	.05
	$2,100



	$50,000
	.05
	$2,500




(Table 3.1)



As stated previously, a secured credit card works the same as an unsecured credit card. Even though you deposit money into an account, you are responsible for making monthly payments on anything charged to your account. There are a few additional issues you should be aware of when applying for a secured credit card.

Do They Report to a Credit Agency?

First and foremost, does the institution to which you are applying for your secured credit card report to a credit agency? Because the main reason behind having a secured credit card is to establish or re-establish your credit rating, you must be sure to apply to a secured credit card institution that reports their information to the credit agencies. Whether you use the card or not, the account should show up on your credit report as a good, month-to-month account. You want to belong to an institution that does not report the information as secured. Be sure to ask whether or not the institution to which you are applying follows this practice.

How to Choose the Best Cards

There are hundreds of firms offering secured credit cards. In order to find the best card for your purposes, you are going to have to do your homework. Before committing to a secured credit card, you need to determine the reasons you are applying. You should try to find a secured credit card that will best match your current financial situation.

In general, secured credit cards carry higher interest rates and annual fees than on unsecured credit cards. The range on interest rates can be anywhere from 13.0 to 22.0 percent. Just as a lower rate is beneficial when using an unsecured credit card, the same holds true for a secured credit card. The finance charges are based on a percentage of what you have charged to the account—depending on the interest rate. As for the application fee, certain institutions charge a one-time fee, ranging from $20 to $80, which is usually nonrefundable (regardless of your acceptance or denial). And almost all institutions assess an annual fee, ranging from $20 to $80 (once approved for the card).
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