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Credit Basics 
 

Credit Report Information 101 

The credit reporting bureaus — TransUnion, Equifax and Experian — are the three major companies 
that maintain credit reports. The reporting companies issue credit reports to creditors, insurers and 
others as permitted under law for the purposes of evaluating your financial responsibility. 

Here is an example of how the system works: 

1. Apply for a Credit Card 
When you apply for a new credit card, the creditor requests a copy of your financial history, 
or credit report, from one or more of the credit reporting companies. 

2. The Creditor's Assessment 
The creditor may use your credit report, a score, and other information you provide (such as 
income or debt information) to determine whether to approve your application and what rates 
to offer. 

3. The Creditor's Decision 
If you are issued a card, the creditor reports that account to the credit reporting companies, 
and then updates it, including your balance and payment activity, about every 30 days. 

4. Your Credit Profile Updated 
The credit reporting companies update your credit report as they receive new information 
from creditors and lenders. Your credit profile changes based on your financial activity. The 
next time you apply for a credit card or loan, the process repeats. 

Your credit report 

Your report is divided into six main sections. When you open a new account, miss a payment or 
move, these sections are updated with new information. These sections are: 

1. Identifying Information 
(name, address, birth date and Social Security number) 

2. Employment 
3. Consumer Statement 
4. Account Information 
5. Public Records 
6. Inquiries 

Managing Your Credit Report 

Negative Records 

Late payments create a negative record. Generally, negative records will stay on your report for up 
to 7 years (up to 10 years for certain bankruptcy information). Positive records can remain on your 
credit report longer. 
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Your Credit Report is updated in most cases every 30 days 

Your credit report is updated with new information reported by your creditors. Most creditors report 
new information approximately every 30 days, to reflect your account balances and payments you 
make. 

Check every 6-12 months 

Not all creditors report to all three companies; the companies obtain their data independently, so 
your credit reports from TransUnion, Equifax and Experian could substantially differ. That's why it's 
important to check your three credit reports every 6-12 months to ensure that the information is 
accurate and up-to-date. 

Correcting inaccuracies 

Under the Fair Credit Reporting Act, consumers are protected if there is inaccurate information on 
their credit reports. If you find inaccurate information on your credit reports, you can contact the 
associated creditor or lender directly. You can also dispute the inaccuracy with the credit reporting 
companies. 

Know the system 

Managing your credit and maintaining a good credit history can lead to better rates on major 
purchases. We recommend that you check your credit reports every 6-12 months, or at least 3 
months before a major purchase, in order to identify potential inaccuracies and any signs of identity 
theft. 

Routine check-ups, along with paying your bills on time, keeping your credit card balances below 
30% of their limits, and correcting any inaccuracies will help ensure your credit reports are viewed in 
the most favorable light. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 

Credit Score Recipe 

What goes into my credit score? 

Have you ever wondered how your credit score is calculated, how something as complex as an 
individual's credit history is represented by a simple three-digit number? 

It's a great question and something worth further explanation. 

The credit scoring system became prevalent during the 1980's as a way for lenders to quickly 
evaluate a potential borrower's creditworthiness. Now credit scoring is used by lenders, landlords, 
and utility companies to evaluate your credit behavior. 
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Here's an easy way to think about credit scores: they're like pies. Similar to a recipe for a pie, the 
recipe for a credit score calls for the blending together of numerous ingredients to form a resulting 
product. Tastier pies have better ingredients. So do more palatable scores. 

So what are those ingredients, anyway? 

Using VantageScore® 3.0 as an example, let's look at 5 of the main ingredients that factor into your 
credit score: 

Payment History. Let's face it, if someone has a consistent history of making payments on time, 
they should probably be perceived as less of a risk than someone with the same exact credit profile 
who only has an intermittent history of on-time payments. 

Outstanding Debt. This is the amount owed. Reducing Outstanding Debt is always in the best 
interest of your credit health. 

Utilization. Utilization measures the amount of available credit one is using. VantageScore® Credit 
Score recommends keeping balances below 30% of credit limit. 

Credit Type & History. History again? Yep, all else equal, someone with a longer and diversified 
credit history is typically seen as a less risky borrower. This fact reinforces the importance of 
establishing a solid foundation of good credit as early as possible. 

Recent Inquiries. Each time someone authorizes a lender or business to make an official inquiry of 
his/her credit in connection with seeking credit, the score typically drop a little bit. It is important to 
apply for credit in moderation. 

What does this all mean? 

Good credit scores and delicious apple pies have this in common: quality ingredients. So whether 
you're borrowing or baking, what matters is what you put into it. 

When you are preparing for a major purchase make sure you check your credit scores and credit 
reports from all three credit reporting agencies: TransUnion, Equifax and Experian. Looking at your 
scores and reports a few months before your loan application will help you get a complete picture of 
your credit health. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 

Credit Myths and Misconceptions 

Credit myths and misconceptions are plentiful. Don't let incorrect information influence your credit 
behavior. Some of the most common credit myths are: 

Your score drops if you check your own credit. 
This widespread credit misconception fools a lot of people, but viewing your own report and score is 
counted as a "soft inquiry" and doesn't change the score one way or another. "Hard inquiries" by a 
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lender or creditor, such as those resulting from your applying for credit, may slightly lower your credit 
score. If you're shopping for a loan and concerned about harm to your score, know that multiple loan 
inquiries within a period of a few weeks are usually treated as a single inquiry to minimize impact. 

It helps to close old accounts. 
This credit myth advocates closing old and inactive accounts to hike up your score. However, this 
might inadvertently have the opposite affect and lower your credit score because now the credit 
history appears shorter. If you don't trust yourself to put a card away in a safe place and not use it, 
then consider canceling newer accounts. 

Paying off a negative record means it's taken off your credit report. 
Generally, negative records, such as collection accounts and late payments, will remain on your 
credit reports for up to seven years from the date of first delinquency. Paying off the account sooner 
doesn't mean it's deleted from your credit report; instead it's listed as "paid." Of course, it's smart to 
pay your debts, both to reduce the total amount of debt you owe and to show your willingness to 
repay your obligations, but expect the negative record to have some effect until it is purged from 
your report. 

Co-signing doesn't mean you're responsible for the account. 
Regardless of this credit myth, if you open an account jointly or co-sign a loan, you will be held 
legally responsible for the account. Activity on the joint account is displayed on the credit reports of 
both account holders. If you co-sign for a friend's auto loan and that person doesn't make the 
payments, your credit profile will be hurt and vice versa. The only way to end the dual liability is to 
have one party refinance the loan, or persuade the creditor to formally take you off the account. 

Paying off a debt boosts your score by 50 points. 
Contrary to this credit myth, credit reporting agencies companies determine your credit score via a 
complex algorithm that uses hundreds of factors and values to calculate it. It's almost impossible to 
calculate the difference in points changing one factor might make. It's wise to pay your bills on time, 
work to lower your debts and ask that any inaccuracies be corrected. A proven record of sound 
financial behavior and time will have the most significant impact on your score. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 

Learn How to Get Credit 

Wondering how to get credit? 

If you've never had a credit card, an auto loan, or even a cell phone in your name, then you probably 
have very little credit history. Having little or no credit history can make it difficult to get a loan. In 
your case, the lender has little information for predicting how likely it is that you will repay your debt. 

Fortunately, establishing credit is something you can work on over time. There are some steps that 
may help when you're trying to establish a credit history. 
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Establishing a new credit file takes time and patience 

This isn't something that you can do overnight, and despite what you might think, there are no 
shortcuts to establishing good credit. Take your time and be patient. Avoid making applications with 
places that are likely to turn you down the first time. Each time you make a credit application, it 
results in a hard inquiry. If potential creditors see numerous hard inquiries on your file, it could have 
a negative impact on results of future applications. 

The important thing to remember when you are establishing your credit is to be patient and take your 
time. Make sure that when you do receive credit, whether it's a loan, credit card or even utility bills, 
you pay them on time. 

Tips for Raising Your Credit Score 

Self-improvement is a wonderful thing. Becoming a better public speaker can earn you confidence 
and a promotion. Going to the gym regularly can help you lose those extra pounds. And improving 
your credit score can save you hundreds or even thousands of dollars on life's big purchases. 
Improving your credit is not hard to do. It just takes time and a little knowledge about the credit 
scoring system. 

While each person's individual credit profile is different and can be improved in different ways, there 
are five basic things that everyone can do to give their credit score a boost: 

 Be punctual — Pay all your bills on time each month. Late payments, collections, and 
bankruptcies have a negative effect on your credit scores. 

 Check your credit report regularly and take the necessary steps to remove 
inaccuracies — Don't let your credit health suffer due to inaccurate information. If you find 
an inaccuracy on your credit report, contact the creditor associated with the account, or the 
credit reporting agencies to have it corrected. 

 Manage your debts — Keep your credit card account balances below 30% of your available 
credit limits. For instance, if you have a credit card with a $1,000 limit, you should try to keep 
the balance owed below $300. 

 Give yourself time — Time is one of the most significant factors that can improve your 
credit score. Establish a long history of paying your bills on time and using credit responsibly. 
You may also want to keep the oldest account on your credit report open in order to lengthen 
your period of active credit use. 

 Avoid excessive hard inquiries — A large number of hard inquiries may be interpreted as 
a sign that you are opening numerous credit accounts due to financial difficulties, or 
overextending yourself by taking on more debt than you can easily repay. Apply for new 
credit in moderation. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 

Credit Report Expiration Guide 

Late payments, tax liens, bankruptcies…Are you anxiously waiting for old records to be removed 
from your credit report? Take the initiative to check the expiration dates on records in your report. 
For example, if you discover an obsolete bankruptcy from 2001 on your credit report, having it 
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changed can boost your credit score. Check out the following expiration guide to kick your credit 
management into gear: 

Bankruptcy 
Chapter 7, 11, and 13 bankruptcies remain on your credit report for 7-10 years after the filing date. 
When you file for bankruptcy, all the accounts included should be marked as "Included in BK" and 
will each stay on your report for a period of 7-10 years. 

Charge-off accounts 
If your delinquent account is charged-off, the record will stay on your credit report for 7 years. 

Closed accounts 
If the account has delinquencies, those marks will stay on your credit report for 7 years from the date 
they were reported. Positive closed accounts (with no delinquencies or late payments) can remain 
on your credit report for longer than 7 years. 

Collection accounts 
Accounts sent to collections will remain on your credit report for 7 years from the date of the last 
180-day late payment on the original account. The record will be marked as "paid collection" on your 
report when you pay the full balance. If you settle with the collections agency for a reduced amount, 
be aware your record will state the account as "paid for less than the total due." 

Inquiries 
When a creditor or lender checks your credit it causes a "hard inquiry" to be listed on your credit 
report. These hard inquiries stay on your report for up to two years, and they can cause a slight drop 
in your credit score if there are too many of them. When your credit is checked by an employer or 
when you check your own credit online, you may see a harmless "soft inquiry" on your credit report. 
Soft inquiries do not cause a drop in your credit score and do not appear when a business checks 
your credit. 

Judgments 
Most judgments, including small claims, civil and child support, will remain on your credit report for 7 
years from the filing date. 

Late payments 
If you are late with a payment, the 30 -180 day delinquency can stay on your credit report for 7 
years. 

Tax Liens 
City, county, state and federal tax liens are especially harmful and can remain on your credit report 
indefinitely if unpaid. Once the lien is paid the record will remain on your credit report for 7 years 
from the payment date. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 
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All About Credit Inquiries 

We all have them. Many of us aren't sure where they came from, or how long they are staying. No, 
we're not talking about the in-laws! We're talking about inquiries on our credit reports. Inquiries are 
one of the most confusing and least understood aspects of the credit reporting system. Here's the 
skinny on inquiries and how you can manage them: 

What are inquiries? 
An inquiry is a record of someone checking your credit information. Inquiries come in two distinct 
categories: "hard inquiries" that occur when a business views your credit report for the purpose of an 
application for credit and "soft inquiries" that occur when your credit is checked for other reasons or 
when you check your credit. If you apply for a new credit card, a hard inquiry record will appear on 
your credit report and may cause a temporary drop in your credit score. When you check your own 
credit report, or when it is checked for a pre-approved marketing purpose or for account 
management, it is considered a soft inquiry and will not harm your credit score. 

Will checking my own credit harm my score? 
Checking your own credit data will not harm your credit score. You can check your credit and review 
your data without worrying about causing any damage to your score. 

Why are inquiries recorded? 
Hard inquiries are recorded so that potential creditors and lenders can view how often you have 
applied for new credit. Potential creditors may think you are trying to spend beyond your means if 
there are too many hard inquiries on your credit report. You can still shop around for a loan; multiple 
inquiries for the same purpose in a short amount of time are commonly grouped into one less 
harmful inquiry session. Inquiries are also helpful for consumers because they can notify you of a 
potential identity thief applying for accounts in your name. 

How long do they last? 
Most hard inquiries remain on your credit report for two years from the original placement. All 
inquiries must stay on your credit report for at least a year. You are allowed to dispute inquiries on 
your credit report, but it can be difficult to prove that the inquiry is indeed inaccurate. If you are 
unsure of where an inquiry came from, try contacting the financial institution listed before sending off 
a letter of dispute. 

This information is for educational purposes only and does not constitute legal or financial advice. 
You should always seek the advice of a legal or financial professional before making any legal or 
financial decisions. 

 


