Contact Information for the Three Credit Reporting Agencies

Phone in your request

        Experian (Formerly TRW): Call 1-888-397-3742.  This voice mail system talks to you in Spanish or English.  It will let you record your request if you were turned down for credit, employment, or insurance within the last 30 days based on an Experian report.  Otherwise, it will quote a price and tell you how to write for a copy of your free report.
        Trans Union:  There is a national phone number for people who have been denied credit in the last 60 days to request a copy of their Trans Union file.  1-800-916-8800 gets you a 24-hour voice mail system, which asks several questions.  According to the recording, the report is mailed in 72 hours (normal U.S. mail so allow 5-7 days).
· Equifax:  Call 1-800-685-1111.  This voice mail system talks to you in Spanish or English.  It will let you record your request if you were turned down for credit, employment, or insurance within the last 60 days.
Caution: If your phone request gets lost, you’ll have to write anyway.  If your letter is later than 30 days after you were denied credit, employment, or insurance, you might have you pay for the report.  It would be a good idea to mention in your letter the date that you requested the report by phone.  Equifax also requests that you follow up your phone order with a written request containing proof of address, your driver’s license, name, date of birth and SSN.

Requesting your report in the mail

Experian

P.O. Box 2104

Allen, TX 75013-2104

If you were denied credit, employment, or insurance within the last 60 days, you might get faster service by calling the voice mail menu.

Equifax Information Service Center

P.O. Box 740241

Atlanta, Georgia 30374-0241

Fax: (404) 612-2668

If you were denied credit, employment, or insurance within the last 60 days, you might get faster service by calling the voice mail menu.

Trans Union

Customer Disclosure Center

P.O. Box 390

Springfield, PA 19064-0390

When mailing your request, make sure you send all of the information contained here.

Via the World Wide

· Experian – www.experian.com
· Equifax – www.equifax.com
· Trans Union – www.transunion.com

Free ways to get your credit report

        If you were turned down for credit, employment, or insurance within the last 60 days. Take the written proof of your turn down and mail it to the credit bureaus, requesting your free report.

        If you were charged higher rates and fees or deposits based on a credit report issued by a credit bureau, you have the right to get a free copy from the bureau.

        If you certify in writing that either you are unemployed and plan to seek employment in the next 60 days.

        If you are on welfare.

        If you write to say you were a victim of fraud.

        Some states have laws requiring the bureaus to provide one free credit report per year.  

        If you are too impatient to wait for this, you can always order your credit report online.

Analyzing your credit report

This information is reprinted with permission of Lexington Law firms.

When you first receive your Trans Union and Equifax credit reports, you will be totally lost.  The average consumer codes the information in a way that is not immediately readable.  Each credit report should arrive with a key that interprets the codes and indicators on the credit report.  Sit down with the credit report and the key and study it until you understand what each number and code means.  

Don’t write on your original credit report – yet.  Make all of your notes on a copy of the report.  You will be sending your original report with you dispute letter, so you should make at least two copies of each new report.  The original goes with the dispute, one copy is for notes, and the other copy is what you will send in to the credit agency.

Gather a yellow and orange highlighter pen.  Whenever you identify a negative listing, mark the listing in yellow on your scratch copy of the credit report.

Very often, it is difficult to tell if an item on the credit report is negative or positive.  The following table will help you identify every negative listing on your credit reports.

Negative Credit Indicators

If the listing contains one or more of these indicators, then the listing is Negative.  If the listing contains none of these indicators, then the listing is Positive.

Experian (formerly TRW) Credit Report

· Any item marked with an asterisk 
· Any inquiry
Trans Union Credit Report

· Any item rated higher than I1, M1, or R1 
· Any item listed as repossession, foreclosure, profit and loss write-off charge-off 
· Paid profit and loss 
· Write-off, paid charge-off, settled, settled for less than full balance, or included in bankruptcy 
· Any collection amount, whether paid or not 
· Any court account, including a lien, judgment, bankruptcy chapters 11, 7, or 13, divorce, satisfied lien, or satisfied judgment 
· Any item showing one or more thirty, sixty, or ninety day late payments in the column to the far right 
· Any inquiry
Equifax Credit Report

· Any item rated higher than I1, M1, or R1 (such as R2 or I9) 
· Any item proceeded by a “>>>>” icon. 
· Any item listed as repossession, foreclosure, profit and loss write-off charge-off, paid profit and loss write-off, paid charge-off, settled, settled for less than full balance, or included in bankruptcy 
· Any collection amount, whether paid or not 
· Any court account, including a lien, judgment, bankruptcy chapters 11, 7, or 13, divorce, satisfied lien, or satisfied judgment 
· Any item showing one or more thirty, sixty, or ninety day late payments in the column to the far right 
· Any inquiry

Those I2 and R9 codes – what do they mean?


R- Revolving (usually a credit card)


I- Installment (home or auto loan)


R1 or I1 = pays as agreed never late


R2 or I2 = 30 days late


R3 or I3 = 60 days late


R4 or I4 = 90 days late


R5 or I5 = 120 days late


R7 or I7 = making regular payments under wage earner plan


R8 or I8 = repossession


R9 or I9 = charge off

Generic FICO Scores

It’s more common nowadays to use a shared scoring system.  The “branded” name is FICO and it’s quickly becoming the “generic” term (much like Band-Aid and Q-Tip respectively).  This scoring system allows lenders to see your “big picture” without needing to look line by line to see if you’ve been naughty or nice.  Some lenders will have automatic disqualifiers such as Bankruptcies, Charge Off’s or simply from being late in the last 6 months etc. regardless of your score.

What it means:


O = Open (entire amount due each month i.e. AMEX)


R = Revolving (payment amount variable i.e. VISA)


I = Installment (fixed number of payments i.e. Auto Loans)


0 = Approved, no rating


1 = Paid as agreed


2 = 30+ days late


3 = 60+ days late


4 = 90+ days late


5 = 120+ days late or collection


7 = Making regular payments under wage earner or similar plan


8 = Repossession


9 = Charged off to bed debt


J = Joint


I = Individual


U = Undesignated


A = Authorized User


T = Terminated


M = Maker


C = Co-Maker/ Co-Signer


B = On Behalf of another person


S = Shared

How to Add Positive Credit to your Credit Report

Maybe you’re young and haven’t used any credit yet…

Maybe you’ve recently come out of a bankruptcy or other tough financial situation.  You may be tempted to pay for everything in cash not wishing to repeat you’re past mistakes…

Maybe you think that debt is bad and have always paid for everything with cash…

Many people think that being debt-free is a positive trait valued by lenders.  Nothing could be further from the truth.  A borrower with no credit is almost as bad as one with bad credit.  A creditor wants to see a history of how you handle debts.  A person just out of a bankruptcy needs to show potential lenders that they have learned their lesson and are now committed to improving their credit habits.
Building or re-building a credit report is not a quick-fix situation.  It takes a year or two to complete.  Don’t fall for promises of a “glowing report in a matter f weeks” from credit repair agencies or other scammers.  Just follow the basic outline presented here.

1.     Clean Up Your Credit Report as Much as Possible
First, you must make sure that your credit report is as clean as you can get it.  Begin by obtaining a copy of your credit report and examining it thoroughly for errors.  Having your report in tip-top shape will help you immensely when you begin to apply for new 
credit.

2.     Get New Credit

Once you’ve cleaned up your credit, you are ready to start building a positive credit profile.  Follow any or all of these techniques to stack your report with A-1 listings.  But be prudent.  If you stack too many open accounts, you may be denied new credit based on your debt-to-income ratio; if you show excessive credit inquiries, you may be denied for that.

3.     Get a Secured Credit Card

Ask your local bank if they offer secured cards; many national banks are starting to offer this service.  Your past credit is less important to these people as you will be opening a savings account to secure the credit line on the card.  You can get this card even if you still have the same bad credit on your credit file.  By putting $500.00 into a savings account, you will be allowed to charge up to $500.00 on the card.

4.     Seek Easy Credit

Many stores extend credit without tremendous regard for the credit standing of the applicant.  These stores usually can be found in industries with small products or traditionally high mark-ups.  Here are lists of creditors who will often extend credit to those with much credit history:

         Fingerhut

         Radio Shack

         Jewelry stores

         Furniture stores

         Tire stores

         Appliance stores

         Easy credit auto dealerships

         Gas companies

5.     Keep the Accounts Active

Once you’ve successfully received new lines of credit, it is important to have some activity going on each month.  We don’t suggest you pile up large debt- maybe $50 or so in a balance.  Pay the minimum when the bill arrives even though it will cost you a little in interest charges.  And pay it on time.  This is what future loan officer and other creditors want to see.  (Inactive accounts with a zero balance aren’t displaying a tendency to handle existing debts.)

You need to display at least one year of positive credit habits to be taken seriously, especially by a mortgage company.  Start now or you will always be a year or two from good credit standing.

Myths about Divorce Decrees

It’s both a shame and a crime, but most divorce lawyers do not advise their clients correctly about what exactly divorce decrees cover, as far as liabilities for existing debts.  Most clients are assured that the divorce decree, in which the responsibilities for an existing debt(s) are assigned to one spouse, relieves the other of its liability.

I can’t tell you how many letters I’ve received that goes basically like this:


Hello,


I was divorced 4 years ago, and in the division of our debts, my divorce decree specified that my ex-wife was responsible for the mortgage.  She gave up some equity in investments so she could keep the house, which I Quit Claimed over to her.


My new wife and I applied for a mortgage recently.  To my surprise we were turned down because my ex is currently 90 days late on the mortgage, and it’s 
showing up on my report.  I contacted the credit bureaus to dispute this, but they won’t take it off.  What can I do to get this off my report?  The debt isn’t mine.


Worried Ex

The answer to this question is always:


Dear Worried Ex:


Unfortunately, you can’t do anything, if the mortgage is still in your name; you are still legally responsible, no matter what the divorce decree says.

So what’s the deal here?

Myth #1 – A divorce decree can relieve a spouse from financial obligations of joint debts.

Fact: - Debts that were obtained in the name of both spouses before a divorce (meaning both husband and wife signed a document or application saying that they were responsible for the debt) remain the obligation of both parties after a divorce, no matter what a divorce decree says.

Why?  Because both of you sign a legally binding contract between you and the creditor, and the divorce decree does not amend this contract.  Amendment of any contract requires agreement by all parties (including creditor).  Proof of the amendment requires the signature of all parties.  During a divorce, the creditors are not even consulted, let alone a part of the divorce courts, and therefore the original agreements/contracts stand.  Therefore, if your ex-spouse does not pay a debt that he/she was assigned in a divorce decree then YOU are responsible for it.

Myth #2 - A divorce decree protects my credit if my ex-spouse doesn’t pay the debts they were assigned in the divorce.

Fact: - If you have a joint financial obligation with your ex-spouse, and your divorce decree states that your ex-spouse is responsible, and your ex-spouse is delinquent on paying, your credit as well as his/hers is affected.  As stated above, your legal responsibility for a debt does not go away because a divorce decree assigns responsibility for a debt to your ex-spouse.  Along with a legal responsibility to pay comes the right of creditor to report a debt delinquent on your credit report if it is not paid as agreed in the original contract. Period.

Especially tragic situations where one ex-spouse files bankruptcy and includes many joint debts in the BK.  The spouse not filing bankruptcy is left holding that bag for these joint debts, and many times they are not notified of the ex-spouses filing until months or years down the road when it is too late to correct the situation.  So not only is the spouse who didn’t file responsible for the unpaid debts (and can be legally sued for them), but the non-filing BK spouse’s credit is also ruined, something that cannot be corrected, as the credit bureaus have the right to report them delinquent.

How do you protect yourself in divorce?

How do I protect my credit when I get divorced?

As we saw in Myths about Divorce Decrees, divorce decrees do not relieve either party of joint financial responsibility.  The purpose of a divorce is to split off emotionally and financially from your ex-spouse.  If you aren’t careful, your spouse’s handling of your once-joint accounts can haunt you for years.  If you had joint debts that existed before your divorce, and these accounts are not both paid off and closed, you are just asking for trouble.

Also, although some divorcing couples are definitely out to get each other, most problems with joint accounts prior to divorce are caused by ignorance, not malicious intent.  Don’t think that just because your split is amicable that problems can’t occur.  Taking precautions can protect both of you.

Here are the typical joint accounts which many married couples share and what you need to do with each before you get divorced.

You’re Home/Mortgage

This is the most important item to which to devote your attention.  It is vital to not walk away from a divorce with the mortgage in both of your names.  Here are possible ways to cope with joint home ownership, listed in best to worst order or preference:

1.
Sell the home.  Make sure the sale occurs before the divorce, especially if your 
ex is living in the house during the divorce proceedings.  If you just have an agreement to sell (the house has not sold) at the time of your final divorce, and your spouse is secretly opposed to selling, he/she can make it very difficult for a realtor to show or list the home, dragging out the time to sell indefinitely.  In the meantime, you are responsible for the payments and your credit is in jeopardy.  
It’s actually best to have the house empty during the sale of the home, so if possible, both of you should be out of the house before it goes up for sale.

2.
Have one spouse refinance the home in his/her own name.  If one spouse is to keep the house after the divorce, insist that your soon-to-be-ex obtain new financing in his/her own name.  You can’t just call up the mortgage company and say, “Hey, I’m getting divorced, can you take my spouse off the loan?”  You bank is going to insist on having them go through the formal loan process to qualify.  If he/she is not able to qualify for financing on his/her own, maybe a relative can co-sign for them?  Do not let the final gavel sound on your divorce papers before the house has been through the refinancing proves.  Having your spouse show you loan approval papers is not enough; last minute glitches which prevent loans from closing occur every day.

3.
If selling or refinancing isn’t an option.  This is the worst possible option; try to avoid it at all costs.  If moving out of your joint home is going to cause hardship to your ex (and/or your kids), and he/she is unable to refinance the home on his/her own here are some things you can do to protect yourself:

        Don’t take your name off the title.  If you take your name off the title, you are removing ownership but not loan responsibility, a very dangerous situation to be in.  Yes, this means that you will not be able to split the equity in the home at the present time.  Place a limit on how long your ex can stay in the house before it has to be sold or refinanced.

        Notify the mortgage company of your change of address and have all statements and coupon booklets sent to your new address.  In this way, if your ex is late on payments, you will be notified and you can get the chance to make up the payments.

Car Loans

This is the second most important item to which to devote your attention, as car loans are the second most important kind of financing on your credit report after your mortgage.  It is vital to not walk away from a divorce with any loan in both your names.  Here are possibly ways to copy with joint car ownership, listed in the best to worst order of preference:


1.
Sell the car.  Make sure the sale occurs before the divorce.  If you just have an agreement to sell (the car has not yet been sold), you are responsible for the payments and your credit is in jeopardy.  If the car is upside down, it’s still better to sell the car as a loss then to risk your credit.  The difference between good and bad credit can be worth thousands of dollars in interest and fees per year on future financing.

2.
Have one spouse refinance the car in his/her own name.  If one spouse is to keep the car after the divorce, before you get divorced, insist that your soon-to-be-ex obtain new financing in his/her own name.  You can’t just call up the car finance company and say, “Hey, I’m getting divorced, can you take my spouse 
off the loan?”  You bank is going to insist on having them go through the formal 
loan process to qualify.  If he/she is not able to qualify for financing on his/her own, maybe a relative can co-sign for them?  Do not let the final gavel sound on your divorce papers before the car loan has been completely through the refinancing process.

3.
If selling or refinancing isn’t an option.  This is the worst possible option; try to avoid it at all costs.  If moving out of your joint home is going to cause hardship to your ex (and/or your kids), and he/she is unable to refinance the car on his/her own here are some things you can do to protect yourself:

         Don’t take your name off the title.  If you take your name off the title, you are removing ownership but not loan responsibility, a very dangerous situation to be in.  Yes, this means that you will not be able to split the equity in the car at the present time.  Place a limit on how long your ex can have possession of the car before it has to be sold or refinanced.

         Notify the car finance company of your change of address and have all statements sent to your new address.  At the very least, inform them that you wish to be notified if the payments get in arrears.  In this way, if your ex is late on payments, you will be notified and you can get the chance to make up the payments.

Joint Credit Card Debt – Most people think that “closing out” joint credit accounts are the end of the headache.  Unfortunately, though, they forget that the account is not really closed out until any balances are paid off.  Even worse, it’s very easy to reopen accounts if the balances are being paid on time – creditors encourage this.  If you cannot pay off and close the balances immediately (it may be difficult to legally divide up debts that already have been paid off – check with your lawyer), here are some solutions for getting rid of it, listed from best option to worse. 

1.       Sell a joint asset (perhaps your home – kill two birds with one stone?) and pay off the debt, close the account.

2.       Apply for separate credit cards for each of you and have agreed-upon amounts transferred into these sole and separate account.

Requesting Corrections and Disputing Your Credit

What should you challenge?

Everything, and you should always shoot for a complete deletion.  Don’t bother challenging the information within a collection listing, charge-off, court record, repossession, foreclosure, and settled account.  As the basic nature of these listings is negative, changing the information within the listing will yield no improvement.  Severely negative listings, such as these, must be disputed on the basis of complete deletion or not be disputed at all.

What items are the toughest to get off your report?

You will have the toughest time getting bankruptcies and foreclosures off of your credit report as these things are so easy for the credit bureaus to verify.  In the case of a bankruptcy, you most likely have a few trade lines saying, “Included in Bankruptcy”.  If you want to challenge your bankruptcy, you need to clear off all credit lines mentioning a BK FIRST.

*List each of your negative listing by name, collection agency and amount of the debt

*Always include your name, SSN, address and a copy of your driver’s license

*Send your letter via Express Mail, which will give you a receipt for the mailing and guarantee delivery.

1.     Make sure you send everything registered or certified mail
This is important, as you must be able to tell when letters were sent and received.  It gives you some leverage with the CRAs if they don’t respond in the time frame required by law. 

2.     Document Your Credit Repair Efforts
As soon as you have ordered your credit reports and photocopied your order letters and checks, you must create a precise organization system to track your correspondences with the credit bureaus and your creditors.  Why is this necessary?  Unfortunately, credit items you have worked so hard to remove, mysteriously reappear.  If this happens, it is usually easy to have the items deleted permanently if you show your complete records on the first removal.  Why take a chance?  As you proceed through these steps, keep copies and records of all correspondence you send and receive.  Copies of all correspondence are a must, as well as notes on all telephone conversations!  Also, if you should encounter any special difficulty and would like help in repairing your credit, you will need these records to proceed.

Every time you have a telephone conversation with a creditor, you must document the conversation by recording the name of the person to whom you spoke, his or her position, the date and time of the conversation, what was said during the conversation, and what was agreed upon.

3.     Wait for the credit bureau to finish investigation
Once the credit reporting agency has received your dispute letter, they are obligated to investigate.  This obligation is not contingent upon you having been denied credit.  According to the Fair Credit Reporting Act of 1997, the credit bureaus must take the following steps:

· The credit reporting agencies must resolve consumers’ disputes within 30 days. 
· In the response to consumers’ complaints that documentation in support of their disputes were disregarded, the credit bureaus have to consider and transmit to the furnisher all relevant evidence submitted by the consumer the first time. 
· Consumers will receive written notice of the results of the investigation within five days of its completion, including a copy of the amended credit file if it changed based on the dispute. 
· Once information is deleted from a credit file, the credit bureaus cannot reinsert it unless the entity supplying the information certifies that the item is complete and accurate and the credit bureau notifies the consumer within five days.

The Federal Trade Commission says that inaccurate credit reports are the number-one source of consumer complaints, and that it is quite common for problems to take six or more months to be resolved.  All of the big-three agencies are working on making sure that all disputes are handled within 30 days.

If the new investigation reveals an error, you may ask that a corrected version of the report be sent to anyone who received your report within the past six months.  Job applicants can have corrected reports sent to anyone who received a report for employment purposes during the past two years.  However, this is unlikely to repair any damage done when your credit report was first pulled, so don’t waste your time or energy on this approach.

4.     Evaluate the results of your repair efforts
You did save the original credit report you ordered, didn’t you?  And each item you challenged?  Good, you will need them to evaluate how well you did.  It’s all part of Step 5, documenting your efforts.

When you get your “repaired” credit report back from the credit bureau, they will summarize what changed on your credit report due to your challenges.  You can compare this list to your own notes or just to the previous credit report.

The results of each item will have been resolved in one of five different ways:

1. If the listing is not mentioned in the results list, you must have forgotten to include it, or your request was not sufficiently clear.  You will need to dispute the item again in your next dispute letter.  The bureaus are legally obligated to respond in writing within 30 days, so if they don’t, it is highly unlikely they are ignoring you.

2. The disputed item was investigated but verified.  If you don’t get the item removed, most likely, the credit bureaus will have just given you a cryptic credit bureaus request for re-verification.  They may have simply said that the listing was correct, and in this case, the bureau will take their word for it.  Now it is up to you to prove to the bureau that the item is not correct.  The law required that the bureaus accept any proof you may submit, as well as to pass any documentation you provide on to your creditor for consideration, so be sure to send any documentation you can, if you didn’t do it the first time.  You could also try disputing the listing again at a future time.  Who knows, you may get lucky, and a different employee of the creditor may not be able to verify the item.

3. The disputed listing was investigated as to the correctness of the information within the listing (such as late pay notation) and the listing was found to be inaccurate or unverifiable.  Remember, if the creditor doesn’t respond to the bureau at all, this is the same as the listing being unverifiable.  In this case, the negative listing will now show up as a positive listing, or it will be deleted from your report all together.  This is the best possible outcome.

If you are not getting the desired results from the credit bureaus remember, Credit Bureau disputers are not handled by computers, but by people, so the possibility that your claims were misunderstood, overlooked or mishandled is good.  Fixing your credit takes time, and there is nothing you can do to expedite the process.  However, you can always resubmit your claims.

Tips for resubmitting your credit dispute 
· Be persistent – Become more insistent, but not more threatening, with each dispute.  As you submit one dispute after another, it may become increasingly difficult to get the checker to initiate an investigation.  Your first one or two disputes should be friendly and polite.  Just like any other consumer, you can become frustrated and threatening as time passes.  You may threaten to hire an attorney; you may threaten to complain to FTC and your state’s attorney general, etc. But don’t overdo it.

· Be creative – Create and utilize other techniques that help further the idea that the dispute letter is from a truly wronged and disadvantaged consumer.  The checker is only interested in investigating disputes that truly are erroneous and damaging.  Again, because the agencies are flooded with requests, they tend to give priority to those that seem most urgent.

· Do not bombard the credit bureaus with disputes (about the same listings, that it).  Sending one dispute right after another is wasteful and counterproductive.  You may wind up alienating the credit agency so that they hold up your progress.  Remember, they cannot legally stop you from restoring accurate information but the people who run the agencies, like anyone else, probably do not respond well to harassment.  Also remember, that credit repair is a time-consuming operation requiring great patience.  The rule of thumb is to wait 60 days between disputes of the same listing.

What if a removed negative item comes back on my credit report?

Ok, you’ve removed a listing and are breathing a deep sigh of relief.  Then you get a letter in the mail from a credit bureau telling you the item has been added back on.  What happened?

Re-verified listings

This is actually becoming more commonplace: since the new credit laws require that the bureaus investigate and resolve your disputes within 30 days, they will sometimes removed the negative information temporarily until they get the information verified as true.  Then they will put back any information verified to be true and notify you of this.  By law, they can do this, but they have to notify you in writing.

How long do negative items stay on my credit report?

Accurate negative information generally can be reported for seven years, but there are exceptions:

· Bankruptcy information can be reported for 10 years;
· Information reported because of an application for a job with a salary of more than $20,000 has no time limitations;
· Information reported because of an application for more than $50,000 worth of credit or life insurance has no time limitation;
· Information concerning a lawsuit or a judgment against you can be reported for seven years or until the statute of limitations runs out, whichever is longer; and
· Default information concerning U.S. Government insured or guaranteed student loans can be reported for seven years after certain guarantor actions.
· Tax liens stay on 7 years from the date PAID.
________________________
What to do if the credit bureau is slow to respond after a request to remove inaccurate information…

Follow the format in Sample Letter 1 and send it in.  Send it Certified or Registered, Return-Receipt Requested.  Be sure to keep a copy of the letter for your records, as well as return receipt, when you receive it.

You will receive one of these types of responses to your dispute:

1. No response at all.

2. A rejection letter on the grounds that the dispute is “frivolous or irrelevant”.

3. A rejection based on the ground that the credit bureau believes that you are manipulating the system.

4. A letter announcing that your investigation has begun.

5. A letter announcing that your dispute has been forwarded to the appropriate credit bureau.

6. A new credit report showing the results of an investigation.

Restoring your credit takes months.  There really isn’t a quicker way to do this.  If you decided to restore your own credit, you should know from this text that you would encounter delays.  If you need to clean up your credit quickly to secure a loan, you may encounter lots of frustration while you wait.

Each case requires a different response.  However, you should remember this rule of thumb: this credit bureau is a bureaucracy; you shouldn’t expect the credit bureau to react as though it were an individual.  There is no single person handling your case.  If you stamp out a ferocious counter-letter in response to the credit bureau’s rejection, the credit bureau employee will have little idea why you are fuming.  Usually, it is better to simply write the dispute again.

Here are some guidelines to reacting to the types of credit bureau response:

1. No response at all: 30 days after you send the letter.  According to the new credit laws, they are to respond to you and complete their investigation within 30 days.  If they do not respond within the 30-day time frame, your letter probably got lost in the mail or you did not provide proper information.  In any case, you will need to dispute the item again in your text dispute letter, reminding them of their legal obligations.  You may follow the format in Sample Letter 2, and be sure to again send it Certified or Registered, Return-Receipt Requested.  Again, retain a copy of the letter, as well as the return receipt when you receive it. 

2. A rejection based on the grounds that the dispute is “frivolous or irrelevant.”  This type of response would infuriate any consumer.  Maybe the bureau thinks that you are working with a credit repair company, or maybe they think that you will not stand up to an initial rejection, and they may be even more insistent and threatening.

3. A rejection on the grounds that the credit bureau believes that you are manipulating the system:  The rejection letter may imply that you are working with a credit repair company, or that you are unduly barraging them with disputes.  As a consumer who has been treated unfairly, these are not your problems.  Insist, in another dispute, that the credit bureau is responsible for conducting the investigation and that they are taking very unwise risk in rejecting your dispute.  All you want is for your credit report to be properly corrected.

4. A letter announcing that an investigation has begun:  Trans Union will usually send these letters as a clever way of extending their 30-day investigation period.  You really have no choice but to accept their timetable.  Just place the letter in the file and watch closely for the response.

5. A letter announcing that your dispute has been forwarded to the appropriate credit bureau:  If there is a local credit bureau involved in your dispute, the main credit bureau will forward your dispute to that bureau for verification.  Count on an additional two-week delay when this occurs.

6. A new credit report showing the results of the investigation:  This is the desired result.  When you receive your new report, you should copy and carefully analyze the credit report for deletions and changes.

Warnings about Hiring Credit Repair Agencies

You see the advertisements in newspapers, on TV, and on the Internet.  You hear them on the radio.  You get fliers in the mail.  You may even get calls from telemarketers offering credit repair services.  They all make the came claims:

· “Credit problems? No problem!”

· “We can erase your bad credit – 100% guaranteed.”

· “Create a new credit identity – legally.”

· “We can remove bankruptcies, judgments, liens, and bad loans from your credit file forever!”

Do yourself and your wallet, a favor, don’t believe these statements.  Only time, a conscious effort, and a personal debt repayment plan will improve your credit report.

If you decide to respond to a credit repair offer, beware of companies that:

· Want you to pay for credit repair services before any services are provided;

· Do not tell you your legal rights and what you can do – yourself – for free;

· Recommend that you not contact a credit bureau directly; or

· Advise you to dispute all information in your credit report or take any action that seems illegal, such as creating a new credit identity.  If you follow illegal advice and commit fraud, you may be subject to prosecution.

You could be charged and prosecuted for mail or wire fraud if you use the mail or telephone to apply for credit and provide false information.  It’s a federal crime to make false statements on a loan or credit application, to misrepresent your Social Security Number, and to obtain an Employer Identification Number from the Internal Revenue Service under false pretenses.

Thanks to the new Telemarketing Sales Rule, it’s also a crime for telemarketers who offer credit repair services to require paying until six months after they’ve delivered the services.

What to do if you’ve had problems with credit repair agencies:

Many states have laws strictly regulating repair companies.  States may be helpful if you’ve lost money to credit repair scams.

If you’ve had a problem with a credit repair company, don’t be embarrassed to report the company.  Contact for local Consumer Affairs Office or your State Attorney General (AG). Many AG’s have toll-free consumers hotlines.  Check with your local directory for assistance.

You may also wish to contact the FTC.  Although the Commission cannot resolve individual credit problems for consumers, it can act against a company if it sees a pattern of possible law violations.  If you believe a company has engaged in credit fraud, send your complaints to: Correspondence Branch, Federal Trade Commission, Washington, DC 20580.

The National Fraud Information Center (NFIC) also accepts consumer complaints.  You can reach the NFIC at 1-800-876-7060, 9 a.m. – 5:30 p.m. EST, Monday – Friday, or at http://www.fraud.org on the Internet.  NFIC is a private, nonprofit organization that operates a consumer assistance phone line to provide service and help in filing complaints.  NFIC also forwards appropriate complaints to the FTC for entry on its telemarketing fraud database.

What are “inquiries” on my credit report?

Whenever you or anyone else asks for a copy of your credit report, the request is supposed to be noted as part of your credit history.  If you apply for lots of credit cards in a short time, which will produce a flurry of “inquiry” notes on your credit report.  Lenders often turn this around and assume that a flurry of inquiries means you’ve recently applied for lots of credit, so they turn you down on that basis even though the inference is not strictly valid.

If a lender cites “excessive inquiries” as a reason for turning you down, this is what happened.  The lender has guidelines for how many inquiries in what period of time is too many.  Unfortunately, you have no legal right to challenge this policy or even to know what the specific criteria may be.

Don’t give your name or address to a merchant until you’re actually ready to apply for credit there.  Some merchants illegally run credit checks on you as soon as they have your name and address, even though you have not applied for credit. (I’m told many car dealers do this.)

I don’t know what legal recourse, if any, you have against unauthorized inquiries.

If lender A sees inquiries from B, C, and D but not new accounts, A may assume B, C, and D turned you down for credit.  Figuring “better safe than sorry.”  A may then turn you down just because it assumes B, C, and D turned you down.  Again, this is a judgment call on the part of A, and you have no legal right to challenge it.  If you have not applied for any credit recently but have been, say, looking at cars at several dealerships, you might want to let the lender know this in case it’s taking unauthorized inquiries into account. 

Can you provide any information on profit and loss charge offs?  I would like to know how that affects my credit report and if it is still a debt I need to deal with and how it looks to companies that are checking my credit history.

Profit and loss charge offs are (usually) mostly by credit card companies.  They write the debt off on their books as un-collectable and do not spend time, and lawyer’s fees on collecting them.  They are considered a serious black mark on your credit report…next to bankruptcy or foreclosure.

However, even if these companies aren’t actively trying to collect from you, these debts ARE still owed by you to the company.  If you refinance your house or apply for a loan, most mortgage companies WILL make you pay these debts off.  The reason:  these debts can be turned into a lien against your property.

Liens matter to a mortgage company because:

1. When you sell your home, the monies owed (plus interest) will have to be paid off in order to clear your title.

2. These debts are in a higher position than a mortgage, meaning they get paid off FIRST before the mortgage company gets its money.  If they have to foreclose, and you have lots of liens on your home plus a mortgage, they could potentially lose thousands of dollars.

Who makes sure that agencies and creditors follow the laws?
The Federal Trade Commission, (FTC # 202-326-2222) is responsible for enforcing federal credit laws.
Underwriting Guidelines for the Average Mortgage

The Mortgage Library provides some of this information:

A mortgage lender reviews a loan applicant’s financial history to determine the likelihood of receiving on-time payments.  The primary items reviewed are:

Income

Income is one of the most important variables a lender will examine because it is used to repay the loan.  Income is reviewed for type of work, length of employment, education training required, and opportunity for advancement.  An underwriter will look at the source of income and the likelihood of its continuance to arrive at a gross monthly figure.


Salary and Hourly Wages – Calculated on a gross monthly basis, prior to income tax 
deductions.


Part-time and Second Job Income – Not usually considered unless it is in place for 12-
24 straight months.  Lenders view part-time income as a strong compensating factor.

Commission, Bonus and Overtime Income – Can only be used if received for two 
previous years.  Further, an employer must verify that it is likely to continue.  A 24-
month average figure is used.

Retirement and Social Security Income – Must continue for at least three years into the 
future to be considered.  If it is tax free, it can be grossed up to an equivalent gross 
monthly figure.  Multiply the net about by 1.20%.

Alimony and Child Support Income – Must be received for the 12 previous months and 
continue for the next 36 months.  Lenders will require a divorce decree and a court 
printout to verify on-time payments.


Notes Receivable, Interest, Dividend and Trust Income – Proof of receiving funs for 12 previous months is required.  Documentation showing income due for 3 more years is also necessary.

Automobile Allowance and Expense Account Reimbursements – Verified with 2 years tax returns and reduced by actual expenses listed on the income tax return schedule 
C.

Education Expense Reimbursement – Not considered income.  Only viewed as a slight 
compensating factor.

Self-Employment Income – Lenders are very careful in reviewing self-employed borrowers.  Two years minimum ownership is necessary because two years is considered 
a representative sample.  Lenders use a 2-year average monthly income figure from the Adjusted Gross Income on the tax returns.  A lender may also add back additional income for depreciation and one-time capital expenses.  Self-employed borrowers often have difficulty qualifying for a mortgage due to large expense write offs.  A good solution to this challenge is the No Income Verification Loan.  NIV loan programs can be studied in the Mortgage Program section of the library.

Debt

An applicant’s liabilities are reviewed for cash flow.  Lenders need to make sure there is enough income for the proposed mortgage payment, after other revolving and installment debts are paid.

· All loans, leases, and credit cards are factored into the debt calculation.  Utilities, insurance, food, clothing, schooling, etc. are not.

· If a loan has less than 10 months remaining, a lender will usually disregard it. 

· The minimum monthly payment listed on a credit card bill is the figure used, not the payment made.

· An applicant who co-borrowed for a friend or relative is accountable for the payment.  If the applicant can show 6 to 12 months of on-time canceled checks from the co-borrower, the debt will not count.

· Loans can be paid off to qualify for a mortgage, but credit cards sometime cannot (varies by lender).  The reasoning is that if the credit card is paid off, the credit line still exists and the borrower can run up debt after the loan is closed.

· A borrower with few liabilities is thought to demonstrate superior cash management skills.

Credit

Most lenders require a residential merged credit report (RMCR) from the 3 main credit bureaus: Trans Union (800-888-4213), Equifax (800-997-2493), and Experian (800-392-2222).  They will order one report that is a blending of all three credit bureaus and is easier to read than the individual reports.  The “blended” credit report also searches public records for liens, judgments, bankruptcies and foreclosures.  

Credit reports in hand, an underwriter studies the applicant’s credit to determine the likelihood of receiving an on-time payment.  Many studies have shown that past performance is a reflection of future expectations.  Hence, most lenders now use a national credit scoring system to evaluate credit risk.  

On the positive side, the mortgage lending process is very forgiving!  An applicant with 12 plus months positive credit, will usually qualify for an A paper loan.  However, the guidelines require an applicant to explain why payments were previously late, and why currents circumstances are different.  In addition, any unpaid judgment, collection or charge off must be paid prior to closing a mortgage.  Here are some rules of thumb most lenders follow:

· 12 plus months positive credit will usually equal an A paper loan program, depending on the overall credit.  FHA loans usually follow this guideline more often then conventional loans.

· Unpaid collections, judgments and charge offs must be paid off prior to closing an A paper loan.  The only exception is if the debt was due to the death of a primary wage earner, or the bill was a medical expense.

· If a borrower has negotiated an acceptable payment plan, and has made on time payments for 6 to 12 months, a lender may not require a debt to be paid off prior to closing.

· Credit items usually are reported for 7 years. Bankruptcies expire after 10 years.

· Foreclosure – 3 years must elapse to be considered for an A paper loan program.

· Chapter 7 Bankruptcy – A borrower is eligible for an A paper loan program 4 years after discharge, provided they have reestablished credit after the bankruptcy.  In some cases, 3 years out of a BK with a good reason will be acceptable.

· Chapter 13 Bankruptcy – 12 months continuous on-time payments, and a letter from a court trustee, can result in an approved A paper loan.

· The good credit of a co-borrower does not offset the bad credit of a borrower.

· Credit scores usually range from 400 to 800.  A credit score above 640 usually results in an A paper loan approval.  660 or more usually is the minimum required for an A paper No Income Verification loan.

· A credit score below 600 may require an Alternative Credit mortgage program.

· Misinformation on a credit report can be repaired! 

· If a borrower falls behind on a payment, the creditor should be contacted as quickly as possible.  Most creditors will work with a borrower who makes an initial good faith effort to communicate with them.

Savings

Lenders evaluate savings for three reasons:

1. The more money a borrower has after closing, the greater the probability of on-time payments.

2. Most loan programs require a minimum borrower contribution.

3. Lenders want to know that people have invested their own into the house, making it less likely that they will walk away from their life’s savings.  They analyze savings documents to insure the applicant did not borrow the funds or receive a gift.

Lenders look at the following types of accounts and assets for down payment funds:


Checking and Savings – 90 days seasoning in a bank account is required for these finds.


Gifts and Grants – After a borrower’s minimum contribution, a gift or grant is 
permitted.


Sale of Assets – Personal property can be sold for the required contribution.  The 
property should be appraised and a bill of sale is required.  Also, a copy of the received 
check and a deposit slip are needed.


Secured Loans – A loan secured by property is also an acceptable source of closing 
funds.


IRA, 401K, Keogh & SEP – Any amount that can be accessed is an acceptable source of 
funds.


Sweat Equity and Cash On Hand – Generally not acceptable.  FHA programs allow it 
in special circumstances.


Sale Of Previous Home – Must close prior to new home for the funds to be used.  A 
lender will ask for a listing contract, sales contract, or HUD 1 closing statement.

Sample Dispute Letter

Date

Your Name

Your Address

Your City, State, Zip code

Complaint Department

Name of Credit Reporting Agency

Address

City, State, Zip code

Dear Sir or Madam:

I am writing to dispute the following information in my file.  The items I dispute are also encircled on the attached copy of the report I received.  (Identify item(s) disputed by the name of source, such as creditors or tax court, and identify type of item, such as credit account judgment, etc.) 

This item is (inaccurate or incomplete) because (describe what is inaccurate or incomplete and why).  I am requesting that the item be deleted (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)

Consumer Dispute and Statement

To:________________________________________________________________

        (Name of Credit Reporting Firm – Experian, Equifax, Trans Union)

I dispute the completeness and/or accuracy of my credit file as revealed to me on _____________. (Date)

In accordance with Section 611 of the Fair Credit Reporting Act, I hereby request that you reinvestigate and record the current status of the information I have disputed below in paragraph.


1.  (Include any supporting documents you may have)

If your reinvestigation does not resolve the dispute, I hereby file the statement below in paragraph 2 which shall be included in any subsequent consumer report containing the information in question.


1.  The disputed portion reads:_______________________________


________________________________________________________


________________________________________________________


________________________________________________________


2.  I maintain that__________________________________________


________________________________________________________


________________________________________________________


________________________________________________________


(This section may be limited to 100 words if the reporting firm assists in


writing the summary.)


You must completely and accurately complete the following.


______________________________
____________________


                       Your Name



       Date


______________________________


                        Signature


______________________________


                         Address


______________________________


              Social Security Number
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