Financial Empowerment Curriculum
Moving Ahead Through Financial Management

Workshop

Credit Overview
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PR \/Oorkshop Objectives
STAND UP_ ™
SPEAK OUT

Explain why credit is important.
B Access and read a copy of your credit report.

Understand what factors contribute to a credit score, as well as
how to improve your credit score.
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Credit Discussion

REAL PEOPLE™ cpui

Before we begin to discuss credit, | want you to take a moment
to reflect on your personal experience.

On a scale of 1-10, how comfortable are you with
understanding the importance of your credit and credit score?

Why would you rate yourself the way you did? What life
experiences have provided you the opportunity (or taken away
the opportunity) to better understand the importance of credit?
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Credit Overview

What is credit?

Credit is your reputation as a borrower.
It tells others how likely you are to repay your loans.

Credit is made up from information about your borrowing history. Most
of the information comes from your credit reports.

Lenders (and others) provide information to credit reporting agencies
that compile this information to create your credit report.

Credit scores are numbers generated by a computer program that runs
through your credit reports. It looks for patterns, characteristics, and
red flags in your history.
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Credit Overview

FICO SCORE 30-YR. FIXED RATE
720-850
700-719
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Credit Overview

What does a credit report look like anyway?

2Referenoe #:0-00027-0000000-00 Date of Report: 02/11/2002

L Name: Bob Buyer
Address: 2204 First Avenue, San Diego CA 92122 DOB: 08/14/1966

SSUMMARY

SAccount Type: Scount “Balance SPayment Zcurrent 10Ciosed

Real Estate
4 XPN 1 $0 $1200 0 1

Installment
XPN 1 $200 1 0

Revolving
XPN 1 $684 $25 1 0

Other
XPN 1 $181 $10 1 0

Delinquencies
11Inqulnes12Public Records %oliection Accounts“ﬂ Prior

XPN 6 1 0 4 1

%EROGATORY INFORMATION
See Contact Information to contact creditor
€Account Information
Account: Citibank Acct#: 123456789 XXXX Type: Revolving
"'Bureau :Data ‘ngh "Monthly ‘Account"’ust ‘Account Amount

Bureau Code Open Limit Payment Balance Reported Status Past Due
0/92 75 N/A Closed 10/01 Current

6 2/ 28
“Days Past Due “History -

30 60 90+ Date 24
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Does checking credit report lower your credit rating?
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Credlt Overview

Bl Payment history

Bl Amounts owed

Bl Length of credit history
1 New credit

Bl Types of credit used
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Credit Overview

Pay your bills on time. Delinquent payments and collections can
have a major negative impact on your score.

If you have missed payments, get current and stay current.
The longer you pay your bills on time, the better your credit score.

Be aware that paying off a collection account will not remove it from
your credit report and it will stay on your report for seven years.

If you are having trouble making ends meet, contact your creditors
or see a legitimate credit counselor.
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Credit Overview

What are some payment tips in regard to new credit?

Rate shop for a loan within a focused period of time.

Re-establish your credit history if you have had problems.
Opening new accounts responsibly and paying them off on time will
raise your credit score in the long-term.

Apply for and open new credit accounts only as needed.

Use credit cards but manage them responsibly.

In general, having credit cards and loans (and paying timely
payments) will raise your credit score.

Someone with no credit cards, for example, is at higher-risk than
someone who has managed credit responsibly.
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Credit Overview

What is bankruptcy?

Bankruptcy is a last resort.

It cannot clean up a bad credit record and will be part of your credit
record for up to 10 years.

Before considering bankruptcy, consult a nonprofit credit counselor.
There are different forms of bankruptcy.

Chapter 7 wipes out all debts and provides certain personal-property
exemptions.

Chapter 13 is a court-approved repayment plan. The debtor keeps all
property and makes regular payments on the debts after filing for
bankruptcy.
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Credit Overview

Before filing bankruptcy, consider the following strategies:

Consider a smaller home or vehicle. If you reduce spending, you may
be able to find the money to repay your debt.

Talk with your creditors. Creditors are often willing to work out a
payment plan to help you pay off what you owe.

Talk with a nonprofit counseling agency. These agencies can help you
create a plan to handle all of your debts.

Talk to an attorney. Expert advice can help you understand the
consequences of declaring bankruptcy.

Consider debt consolidation. To pay your debt, you may be able to
borrow against your workplace retirement plan or other securities.




Workshop Review
REAL PEOPLES™ ¢t

Think about what we have discussed during the past hour.

What do you believe was the most important piece of
iInformation you learned today?

B \What is one action item you will commit doing to improve your
current situation?
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STAND Up

SPEAK OUT



