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Dear Workshop Participant:

Welcome to CreditSmart, Freddie Mac’s premier financial education curriculum,
designed to help you learn how to build and maintain better credit, and prepare
for successful long-term homeownership. Freddie Mac’s curriculum is designed
to help you increase your financial literacy by providing life-long money
management skills. It provides important information about credit and money
management and how to avoid financial traps; insight into how lenders assess
credit histories; and how credit plays a profound role in achieving your financial
goal of buying a home and ensuring successful long-term homeownership.

As a participant, you'll be using a Participant Presentation to follow along
through the 12 modules with your instructor. In addition to attending a
workshop like this one, you can also complete all 12 modules at your leisure by
accessing the Web-Based Training (WBT) online at
www.freddiemac.com/creditsmart/consumer _training.

On behalf of Freddie Mac and our CreditSmart affiliates, thank you for
participating in our CreditSmart workshop. We wish you great success as you
gain the skills and information necessary to achieve homeownership and build a
sound financial future.
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Module 5: Establishing and Maintaining Good Credit

CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

This module will provide you with the knowledge to establish a credit
presence along with tips on how to maintain a good credit history.

You will also learn about the contents of your credit report, as well as the
primary credit and consumer protections laws.

Upon completing this module, you should be able to:

Outline the steps you can take to establish and maintain good credit.

*  Describe the types of information contained in your credit report.

Identify the three credit reporting agencies.

|dentify five "credit" laws and describe the protections they offer.
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CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

What is the real deal on establishing good credit? What does it take? What
does it really mean? How do you begin?

The key to establishing good credit is to carefully review your borrowing
options and proceed cautiously. Start slowly and do not rush into anything.

To establish credit, you'll need to accomplish the following:

. Establish a financial presence by opening a checking and savings
account at a financial institution

: Obtain a credit card (or two)
. Know your limits

Let's take a closer look.
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CreditSmart ®

Module 5: Establishing and Maintaining Good Credit

Establish a Financial Presence

First, you'll need to establish a financial presence by opening a checking
and savings account at a bank or credit union.

Shop around for free or low-cost checking account options.
Once you set up your accounts, use your checking account wisely:

*  Tryto keep a minimum balance of a couple of hundred dollars in the
account to help avoid bouncing a check.

) Make regular deposits and contact or respond to the financial
institution promptly if you experience any account problems.
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Module 5: Establishing and Maintaining Good Credit

Next, you'll want to obtain a credit card to start building your credit history.
Many banks and credit unions offer credit cards. When applying for a credit
card:

. Review interest rates and fees carefully.
- Do not be lured by low introductory rates, only to find that the rate
goes up dramatically in a few months.
- Ifyou're not sure, ask questions before signing.

*  Be sure to ask the credit card issuer if it reports how you pay your bills
to a credit reporting agency.
- Ifitdoes not, this card will not be convenient for you, since you
cannot establish credit using the card, even if you pay it off every
month.

*  Ask the credit card companies for the terms and procedures to extend
credit to non-U.S. citizens with permanent residence (if applicable).

In most cases, one or two credit cards should suffice. Too many credit cards
may lead a creditor to believe that you are overextended and that you might

fall behind on future payments.

CreditSmart ©
Module 5: Establishing and Maintaining Good Credit
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you:

Finally, once you have your card(s), make sure you use them wisely! Ensure

+ Don't charge to the limit of one card (i.e., don't "max out" a
credit card).
It's better to charge less on both cards with room to spare.

+  Don't charge more than you can afford based on your monthly
income.

Get into the habit of paying off the card in full, or as much as you
can, each month.

Make absolutely certain that your payments are made on time (i.e_,
on or before the payment due date)!

+  Don't accept every credit card solicitation.

Be wary of taking out credit cards that you do not plan to use just to
get a small one-time discount or promotional item like a T-shirt,
watch, or toy.

Prudent credit card usage that stays within your limits will help you build a
good credit history and will be positively reflected in your credit report.

CreditSmart ®
Module 5: Establishing and Maintaining Good Credit
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CreditSmart ®

Module 5: Establishing and Maintaining Good Credit

True or False:

If you have too many credit cards, a creditor may think that you are
overextended and that you might fall behind on future payments.

© True
© False
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Payment Information

MNew Balance: SE.T7E0.02
FAimirmum Payment Due: S10S 00
Fayment Due Date: S22/ 20132

Late Payment Waming:|f we donoct receive yvour minimum payment by the
date listed above, vou may haveto payup to a 35,00 late fee,

Minimum Payment Waming: If vou make onlby the minimum payiment each
pericd, yvou will pay more ininterest and it will take vou longer to pay off
wour balance, For example:

Ifvou malke no Yo will pay off the Ard you will end up
additicnal charges balance shown on this paying an estimated
using this card each staterment in about, .. total of. ..

rmanth waou pay. ..

Cnly the minimum 1 vears 59,598
Payiment

s - . -
[ qC e Ll ]
E,.'-J_'—I-q_- o Wedrs e R
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CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

Your credit report is a listing of the information in your credit record. It's a file,
maintained by a credit reporting agency, that provides a history of your use of
credit.

A copy of your credit report is "pulled" or requested any time you fill out an
application for the extension of credit.

Credit reports may also be requested periodically by lenders or creditors
with whom you have existing accounts.
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Freddie

Because credit reports are a "history" of your credit activity, they will contain

both current and past account data. Your credit report includes:

Your name, date of birth, and Social Security number or tax
identification number.

Your current and previous addresses.
Your current and previous employers.
Your debts.

Your payment history with companies that have loaned you money
under an agreement to pay it back, such as banks, credit card
companies, or department stores, including whether you pay your bills
on time, and you pay the proper amounts due.

Public record information, such as tax liens, bankruptcies, or
foreclosures, even if these happened several years ago.

Inquiries made by potential creditors each time you apply for credit,
whether you were granted or denied credit.

A list of your accounts, if any, that have been referred to a collection
agency for default.

CreditSmart ®
Module 5: Establishing and Maintaining Good Credit
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p Sample Credit Report
Heres what a ty;orbar cred‘r'trepon looks like. This credtrepm is from one of the
three credit reporting agencies, Equifax.
Your Credit Score:
A numerical value
determined by a
CREDITbase statistical model based
Consumer upon past credit
I tion: I Dayton,Daver behaviors which
entification: 2 149, ,Jefferson,,Fantasy Island,IL,&0750% predices the likelihood
Your name, |_s 124541982, ,** of future loan default.
address, TYPTS, EU-RentScreeners Inc, ALGOO2
Social Security
number, and FEPTEPFEETEFSIFE7i 174 CREDIThase AnyBureau Repbrbt /[ 000 FHEFITATIFIIEETT
other identifying Equifax-Style Report Generated f Trans Union Data
information. /{ End User: RentScreeners Inc i’
// Operator: DEF Data Timestamp: 08/04/98 15:46 //
FELTTLETLTLLTELSGRELEGTS G ET P FTT P44 Printed: 12/22/98 11:36 //
***EMPIRICA ALERT: SCORE +00668: 022/010/008/019 *ev
[ *DAYTON,DAVE Since FAD
149 JEFFERSCN, FANTASY ISLAND IL 60750
S555-124-54-1982
L_ 0l ES- ABC BARNK
L R
[ *INQ5-Subject Shows 08B Inguiries Since 08/24/397
Inquiries: MERIT SYST ZLAB2Z56407 0B/04/98 HOUSEHOLD Y111992043 02/05/98
Companics that CBC €O MAC ZLGO0T76311 02/05/98 1000 OAKS ZLAODBS124 01/07/98
hml:rr]cwcdynnr MERTT SYST ZLAR256407 01/05/98 CBC OO MAC ZLGOOT6311  01/05/98
credit file over the — GMAC MORT FRDOO91736 10/03/97 TMS-HIRCA QST1960042 08/24/97
last two .
years —COLLECTIONS
Firm/ID Code QPFND  VRFD CLSD $Placed Balance CS ECOA Account Number
ABLE ASSOC 91MY00L M $1200 $1200 Q9B I 12345
Collections: Creditor-ABC BANK, Remarks-Placed For Collection
Your accounts ABLE ASSOC 91MY001 M $1300 51300 098 I 123456
that have been Creditor-ABC BANK, Remarks-Placed For Collection
transferred to a ABLE ASSOC 91MYO0O1 M $1400  $1400 0SB T 1234567
professional debe Creditor-ABC BANK, Remarks-Placed For Collection
collecting firm.
[ TRADES
*  Firm/ID Code RPTD OFND H/C TRM BAL P/D ©5 MR ECOA Account Number
CHOICE 1679002 2414 543 RO1 I 8095098
Trades: 30( 600 190+( ! Verified V
An ongoing SIMMONS FN 1067003 125 P12 o 101 1 1287009817
historical and 3g{ )60( 190s( | Verified V
current record of BTMN'S BK 8758006 200 4433 101 1 9BSBOOSBTE
your buying and L 3o( )e0( }90+( ) Verified V
payment activities.
End Of Report - -- Serviced By:
FANTASY ISLAND / 0605 TEST MARKET BOO BHB-4213
555 W. ADAMS CHICAGO, IL. 60661
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Credit Reporting Agencies

Credit reporting agencies are companies that gather information on potential
borrowers and provide that information in the form of a credit report to
credit grantors for a fee.

These agencies keep records of consumer debt and how regularly these
debts are paid. Data include information on whether the payments are up to
date or overdue and whether any action has been taken to collect overdue
bills.

Three major credit reporting agencies maintain a record of your credit
history. They are:

. Equifax
C Experian

. TransUnion

PR —
NS,
AANN e

~

CreditSmart ©

Module 5: Establishing and Maintaining Good Credit
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CreditSmart ®

Module 5: Establishing and Maintaining Good Credit

Credit Reporting Agencies (cont.)

It's important to note that inquiries or applications will show up on your credit
report, even if you are denied credit or decide to decline the credit.

Too many creditor inquiries on your credit report indicate that you are
overextending yourself. Inquiries stay on your credit report for 24 months.
Therefore, it's important to keep the number of inquiries to a minimum.

When shopping for a car or a home mortgage, however, you do have the
flexibility of checking out your financing options within a short period of time.
Doing so will show that you were comparison-shopping versus desperately
seeking credit.

Requesting a copy of your own credit report for your personal review is
strongly encouraged and does not negatively impact your credit history.
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CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

The key to successfully managing credit is to first establish credit by securing
a loan and/or credit card, and second to make payments on time, as
stipulated by the terms and conditions of the loan or credit card company.
All lenders and creditors want to be sure that you are a good credit risk and
you'll pay your bills on time. Having both past (i.e., paid-off loans) and current
credit, with payments being paid on time, will provide lenders with the
confidence that you handle credit responsibly.

Here are a few ways you can manage your credit to demonstrate your
creditworthiness to potential lenders/creditors:

. Demonstrate your stability;

B Know what's in your credit report;
_and -

. Pay your bills on time.

Let's take a closer look.
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Freddie CreditSmart ®

/'\ Module 5: Establishing and Maintaining Good Credit

One of the primary considerations when it comes to extending credit is
stability. Lenders and creditors are interested in things like how long you've
been employed, how frequently you move, do you own or rent your home, do
you have money in the bank, etc.
You can demonstrate stability through:

*  Your employment history

*  Your income history

*  The length of time you've lived at your current address

) Owning a home

. Establishing and maintaining a savings account
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Module 5: Establishing and Maintaining Good Credit

You should know what's in your credit report to be sure that all of your
identifying information and accounts are correct. Review your credit reports
from each of the three credit reporting agencies - Equifax, Experian, and
TransUnion - at least once a year to make sure they are accurate. Your credit
report may vary from one company to the other.

Here's how you can contact each company:

. Equifax: 800-685-1111, www.equifax.com

*  Experian: 888-397-3742, www.experian.com

. TransUnion: 800-888-4213, www.transunion.com

If you've been denied credit, you can get your report for free by following
instructions in the written notice you received denying you credit. Moreover,
due to changes in the federal Fair Credit Reporting Act (FCRA), consumers
throughout the U.S. are able to ask for a free copy of their credit report once
every 12 months from each of the credit reporting agencies.

For more information, log onto www.annualcreditreport.com or call
877-322-8228.

CreditSmart ®
Module 5: Establishing and Maintaining Good Credit
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Module 5: Establishing and Maintaining Good Credit

Freddie

If Your Credit Report Contains Mistakes

If you believe that any one of your credit reports contains mistakes and you
wish to correct the mistake, contact the company that developed the report at
the telephone number or website previously listed.

Under the Fair Credit Reporting Act (FCRA), the company must complete an
investigation of your disputed items (generally within 30-45 days) and provide
you written notice of the results of the investigation within five days of its
completion.

The notice should include a copy of your credit report if it has changed based
on the dispute, or if you have requested a copy. If you're in the process of
applying for a loan, tell the lender immediately about the incorrect information.

Negative information stays on a credit report for seven years; public record
information such as bankruptcy and foreclosure can stay on a credit report for
up to 10 years. With time and a history of on-time payments, you can improve
your credit record.

CreditSmart ®
Module 5: Establishing and Maintaining Good Credit
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Module 5: Establishing and Maintaining Good Credit

Freddie CreditSmart ®
7 Mac

Module 5: Establishing and Maintaining Good Credit

How you've paid your bills in the past is usually the best indicator of how you'll
pay in the future. Late payments recorded on your credit history are one of
the primary barriers to credit

Be sure to pay at least the minimum amount required by the date it is due on
your account statement or invoice. You can always pay more, but you should
never pay less than the minimum.

Remember, being late on a payment is a negative mark on your credit report
even if you make up the payments later or provide extenuating
circumstances, such as job loss. Also, if you are late making payments, you
may be charged a penalty fee
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CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

True or False:

—

Length of employment, stable income, length of residence, and savings all
help demonstrate stability.

—_—
) 4
© True gane
O False o
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AI“r_cgidic CreditSmart ®
; Module 5: Establishing and Maintaining Good Credit

True or False:

—

If your credit report has errors, the law puts the responsibility on the credit
reporting agency to conduct an investigation and correct any errors.

4
®

; True P
© False e
—
o |

r
a

N
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CreditSmart ®

Module 5: Establishing and Maintaining Good Credit

Apply for Credit in Your Own Name

it is common practice for both partners in a mamage or relationship to
establish their own credit to protect their family from unforeseen
circumstances ke death, divorce, or other life changes and to achieve
financial goals

Follow these guidelines 10 become belter prepared for life’s changes

. Establish credit in your own name so that you have your own credit
history. Even with no income of your own, having separate savings
checking, and credit accounts will enable you to establish your own
credit history. In this way, you will be responsible for managing your
own accounts since no one can supernvise your accounts better than
you

. With credit cards, you need to oversee the card’s use. Make sure that
others who have access to the card do not run up an excessive amount
of charges that none of you can repay. You can do this by regularly
discussing household and personal expenditures with all cardholders
and calling the credit card company or setting up online access to
regularly check the status of the account
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CreditSmart ®

Module 5: Establishing and Maintaining Good Credit

Apply for Credit in Your Own Name (cont.)
Follow these guidelines to become better prepared for life's changes: (cont.)

. If you have had credit before under a different name or a different
location, make sure your local credit reporting agencies have complete
and accurate information about you in a file under your current name

. If you were married or divorced recently and changed your name, ask
your creditors to change your name on your accounts

o If you have shared accounts with other family members, creditors
should be reporting information about these accounts to credit
reporting agencies under all names, but check with the credit reporting
agencies to make sure
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CreditSmar *

Module 5: Establishing and Maintaining Good Credit

Apply for Credit in Your Own Name (cont.)
Follow these guidelines to become better prepared for life's changes: (cont.)

. If you co-sign for loans, it is important that you have some control over
the source of income used for repayment

For example, couples owning a small business, such as a professional
practice, are sometimes required by lending institutions to co-sign or
guarantee the business loans. Generally, these loans are controlled by
the spouse who operates the business and the other spouse may have
little input into the decisions affecting the company . If the business fails
and you have co-signed the loans, you must assume shared
responsibility for repayment of the loans

Let's take a closer look at some of the considerations you should keep in
mind if you are asked to co-sign for a loan
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\

Think Carefully Before You Co-Sign for a Loan

if a family member or good friend asks you to co-sign for a loan or credit
account know what you are getting into!

Co-signing can negatively impact your credit if the primary borrower (your
family member or fnend) doesn't pay

As a result, other creditors may believe that you have not successfully
managed your credit, and thereby, not give you a credit card or loan
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7 Mac Module 5: Establishing and Maintaining Good Credit

W b Mot pomebon”

Think Carefully Before You Co-Sign for a Loan (cont)

Make sure that you understand what co-signing involves

*  As co-signer, you are being asked to guarantee the debl. Think
carefully before you do. If the primary borrower does not pay the debt,
you will have to pay. Be sure you can afford to pay if you have to, and
that you want 1o accept this responsibility

o You may have to pay up to the full amount of the debt if the primary
borrower does not pay. You may also have 1o pay late fees, or legal or
collection costs, which increase this amount. The creditor can collect
this debt from you without first trying to collect from the borrower

. The creditor can use the same collection methods against you that can
be used against the pnmary borrower, such as suing you, gamishing
your wages, etc If this debt is ever in default, that fact may become a
part of your credit record. Even if you're not asked to repay the debt
your kabikty for the loan may keep you from getting other credit
because creditors will consider the co-signed loan as one of your
obligations
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Think Carefully Before You Co-Sign for a Loan (cont.)

Make sure that you understand what co-signing involves: (cont.)

’ Before you pledge property to secure the loan, such as your car or
fumiture, make sure you understand the consequences. If the borrower
defaulls, you could lose these items

. Ask the lender to agree, in wnting, to notify you if the borrower misses
a payment. That will give you ime to deal with the problem or make
back payments without having to immediately repay the entire amount

. Make sure you get copies of all important papers, such as the loan
contract and warranties, if you're co-signing for a purchase

. Stay in contact with the borrower to ensure that the loan is being repaid
in full, on ime, every ime
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Module 5: Establishing and Maintaining Good Credit

AC

'/

If married, it is essential for partner(s) in the relationship to apply '
for credit. ‘ e 20
© One —‘_I.
© Both

— ﬁ.
©  Neither )

il
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I Freddie CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

* Mac

We make home possbla®

True or False:

If you only co-sign on a loan, you are protected from negative credit ratings
regardless of what the other person does.

@ True
@ False
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Credit Laws

Law
Equal Credit Opportunity Act (ECOA)

Fair Credit Reporting Act (FCRA)

Truth-in-Lending Act (TILA)

Fair Credit Billing Act (FCBA)

Credit CARD Act (CARD)

The ECOA prohibits discrimination in credit transactions.

The FCRA gives you the right to know what information is being distributed about
you by the credit reporting agencies and requires the information to be accurate.

The Truth-in-Lending Act (TILA) requires lenders to give you written disclosures of
the cost of credit and terms of repayment before you enter into a credit
transaction.

The Fair Credit Billing Act (FCBA) establishes procedures for resolving billing errors
on your credit card accounts.

The Credit CARD Act (CARD) requires notification before arbitrary rate hikes,
eliminates universal default provisions, and regulates fees that credit card
providers can charge. It also requires more disclosure about the impact of
minimum payments and the availability of nonprofit counseling assistance.
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CreditSmart ®
Module 5: Establishing and Maintaining Good Credit

There are a number of federal laws in place 1o protect your right to get, use
and maintain credit

Ihese laws do not guarantee that everyone will receive credit. Instead, they
protect your rights by requiring businesses to give all consumers a fair and
equal opportunity to get credit and 1o resolve disputes over credit enmors

Lel's ook at some of the important laws and protections you should know
about.
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Credit Laws (cont)

. The Equal Credit Opportunity Act (ECOA) prohibits discrimination
in credit transachons Under this law

1 You cannot be denied credit based on your race, sex, marital
status, religion, age, national oriqin, of receipt of public
assistance

2. You have the nght to have public assistance considered in the
same manner as other income

3 Kyou are denied credit, you have a legal nght to know why
«  The Fair Credit Reporting Act (FCRA) gives you the nght to know

what information is being distnbuted about you by the credit reporting
agencies and requires that the information be accurate
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~ Freddie CreditSmart ®
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Credit Laws (cont)

. The Truth-in-Lending Act (TILA) requires lenders to give you wntten
disdosures of the cost of credit and terms of repayment belore you
enter into a credit transaction

. The Fair Credit Billing Act ([FCBA) estlablishes procedures for
resoling billing errors on your credit card accounts

. The Credit CARD Act (CARD) requires notification before arbitrary
rate hikes, ekminates unversal default provisions, and regulates fees
that credit card providers can charge It also requires more disclosure
about the impact of mnimum payments and the avaiiabikty of nonprofit
counseling assistance

I
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CreditSman ®

Module 5: Establishing and Maintaining Good Credit

If your appkcation for credit 1s demied, it's important 1o secure a copy of the
credit report and find out why you were tumed down. i the information in the
report is accurate, you may need to work on the reason it was denied For
example, if you've been consistently kate making your payments, begin paying
ontime.

Federal law requires a creditor that denied you credit o give you the name,
address, and telephone number of the credit reporting agency. If you contact
the agency within 60 days of recewving the denial, you are entitied to a free
copy of your credit report.

Also, be sure to ask the lender or creditor if they'll consider a nontraditional
credit file. A nontraditional credit file—for people with no credit history or
bank accounts—includes records that you can assemble, such as proof of
limely rent and utility payments
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Module Conclusion

Congratulations! You have completed the Establishing and Maintaining
Good Credit module of the CreditSmart Online Training Program.

This module presented some critical information regarding establishing and
maintaining good credit. Key points and tips to remember:

*  Always mail your payments soon enough that they reach the creditor on
or before the due date.

*  Tryto pay your credit cards in full each month, and if you can't, always
pay more than the minimum due.

. Handle bank accounts responsibly (avoid bouncing checks or
overdrawing accounts).

s Routinely check your credit report and report any errors to the
appropriate credit reporting agency.

. Know and understand your credit rights.

Click Home to review the module from the beginning, or click Exit to close
this browser window and select another CreditSmart module to view.

2013 Freddie Mac | CreditSmart® Participant Presentation | Module 5: Establishing and Maintaining Good Credit 36



Freddie Mac CreditSmart®
Module 5: Establishing and Maintaining Good Credit | Glossary

Term Definition

Bank A federally regulated financial institution that offers you a place to keep your money and uses it to make more
money. Banks make loans, cash checks, accept deposits, and provide other financial services

Bankruptcy Bankruptcy is the term used to describe the legal process undertaken by individuals in the situation of being
unable to pay his or her debts. Although there are several types (chapters) of bankruptcy, consumers generally
may explore either Chapter 7 Bankruptcy or Chapter 13 Bankruptcy. Chapter 7 Bankruptcy results in "liquidation"
of the debtor's assets, meaning that most assets are sold to pay as much debt as possible. The rest of the debt is
forgiven or "discharged." Chapter 13 Bankruptcy is used for "rehabilitation" of the debtor, meaning that at least a
portion of all debt is repaid according to a plan set up by the bankruptcy court.

Borrower Borrower is the term for the person or entity using someone else's money or funds to purchase something. The
term borrower can generally be used interchangeably with the term debtor.

Checking An account that lets you write checks to pay bills or to buy goods. The financial institution takes the money from

Account your account and pays it to the person named on the check. The financial institution sends you a monthly record
of the deposits made and the checks written.

Co-Signer A co-signer is a term used to describe an individual who signs a loan or credit application with another person
and promises to pay if the primary borrower doesn't repay the loan.

Credit Credit is the concept of using tomorrow's money to pay for something you get today. Credit is a promise to repay

a debt for goods and services. Credit may be extended via several means, including credit cards, personal loans,
car loans, and home mortgages.

Credit CARD Act
(CARD)

Requires notification before arbitrary rate hikes, eliminates universal default provisions, and regulates fees that
credit card providers can charge. It also requires more disclosure about the impact of minimum payments and the
availability of nonprofit counseling assistance.
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Term

Definition

Credit Grantor

Credit grantor is the term used to describe the person, financial institution, or entity which is providing a loan or
credit.

Credit History

A credit history is a record of credit use. It is comprised of a list of individual consumer debts and an indication
as to whether or not these debts were paid back in a timely fashion or "as agreed." Credit institutions have
developed a complex recording system of documenting your credit history. This is called a credit report.

Creditor

Creditor is the term used for the person or entity that is providing credit or a loan to a borrower at specific
terms and conditions. The term creditor can generally be used interchangeably with the term lender.

Credit Report

A credit report provides a history of your use of credit. Specifically, it's a file maintained by a credit reporting
agency that contains information about a person, such as where the individual works and lives; information
reported to the credit reporting agency by creditors regarding money borrowed and payments made; and public
record information, such as whether the person has filed for bankruptcy.

Credit Reporting
Agency

A credit reporting agency is a company that collects and retains credit information on all persons using credit
and provides that information in the form of a credit report to lenders or creditors for a fee. A credit reporting
agency is also commonly referred to as a credit bureau. The three major credit reporting agencies are Equifax,
Experian and TransUnion.

Credit Union

A federally regulated cooperative financial institution that is owned by the people who use its services. Credit
unions serve groups that share something in common, like where they work or go to church. You have to
become a member of the credit union to keep your money there.

Creditworthiness

Creditworthiness is the term used to describe the state or condition of an individual's overall credit. Individuals
who have established credit and maintained a positive credit history are considered to be creditworthy, i.e., an
acceptable risk for the extension of additional credit based upon their ability and willingness to repay past and
current debt obligations.
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Term Definition

Debt What is owed to a person or institution for obtaining merchandise or services without immediately paying for
them. Usually, a debt is acquired through a loan or the use of credit.

Default A default is a failure to meet a payment or fulfill a credit obligation.

Equal Credit The Equal Credit Opportunity Act (ECOA) prohibits credit discrimination on the basis of race, color, religion,

Opportunity Act | national origin, sex, marital status, age, or because you get public assistance.

(ECOA)

Fair Credit The Fair Credit Billing Act (FCBA)

Billing Act

(FCBA)

Fair Credit The federal Fair Credit Reporting Act (FCRA) promotes the accuracy, fairness, and privacy of information in the

Reporting Act files of consumer reporting agencies.

(FCRA)

Fees Fees are the money a financial institution charges, such as a monthly maintenance fee, for providing various

services.

Foreclosure

A legal process in which collateral property is sold in an attempt to satisfy the outstanding debt of a mortgage.

Good Credit

Good credit is the term commonly used to mean that one's credit has been handled responsibly and that
payments have been made on time.
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Term

Definition

Inquiry

The term inquiry is used to describe the process used by creditors to request a copy of your credit report.
Inquiries occur every time a consumer fills out a credit application and/or requests the extension of credit. Too
many inquiries appearing on a credit report are considered damaging to the report.

Interest Rates

Interest rates are commonly thought of as the cost of borrowing money. The interest rate is expressed as a
percentage. The amount of interest that is paid each year is determined by multiplying the amount of the loan by
the percentage.

Late Payment

A late payment is the term used for loan or credit payments that do not reach the lender or creditor on or before
the payment due date. The indication of late payments on a credit report is very damaging to an individual's
credit report.

Lender Lender is the term used for the person or entity that is providing credit or a loan to a borrower at specific terms
and conditions. The term lender can generally be used interchangeably with the term creditor.

Loan Money you borrow from a financial institution with a written promise to pay it back later. With a loan, financial
institutions will charge you fees and interest to borrow the money.

Mortgage A mortgage is a document that is signed by a borrower when a home loan is obtained and gives the lender the

right to take possession of the property if the borrower fails to make loan payments.

Payment Due
Date

Every time that money is borrowed, contract language specifies when payments are due. The due date is always
indicated and means that the payment must be received on or before the specified date. Grace periods do not
eliminate the responsibility of making sure that payments are received by the lender by the due date. In most
cases, lenders or creditors who receive payments past the due date will add a late charge and/or additional
interest and fees.
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Term

Definition

Savings Account

An account where you keep money for safekeeping or as an investment that earns interest.

The provisions, conditions, and requirements pertaining to the loan as stated in the loan agreement.

Terms

Truth-in- Requires lenders to give you written disclosures of the cost of credit and terms of repayment before you enter
Lending Act into a credit transaction.

(TILA)
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