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Almost every opportunity for financial security, success, and status is
connected to your credit report. 

The credit system in America is severely flawed and it is impacting your life
every day. It is unfortunate that the credit bureaus and creditors make huge
profits because of people with poor and mediocre credit. 

The bureaus profit from creditors who purchase consumer information so
they can solicit them for loans. Credit profiles of people with poor and
mediocre credit are sold at a higher price. The lender who targets borrowers
with low scores make higher profits because they charge the consumer a
higher rate. So yes, the credit agencies and creditors work together, and they
make billions of dollars while doing so. 

In this book you will discover information that the government, credit
bureaus, banks, and collection agencies do not want you to know. 

The law gives you the right to have negative information removed from your
credit report, even if you did not pay it. Accounts like collections, charge-offs,
judgments, repossessions, tax liens, foreclosures and bankruptcy. 

DO not let your credit be a strong hold on you and your family. Use the
information in this book to escape your credit problems. I teach you the steps
to repair, build, and maintain your credit. Apply the information so you can
live the life that you deserve

Aazim Sharp is a certified FICO professional and the founder of Leaf Credit
Solutions, a national credit restoration company. He is a published author,
national speaker, and he works with actors, politicians, and athletes. Aazim
can been seen on many local and national media outlets.

Aazim Sharp
1.856.452.0795
as@leafcreditsolutions.com
www.leafcreditsolutions.com



GET YOUR CREDIT REPORTS AND SCORES FOR JUST $1
https://bit.ly/lcscreditreport

CREDIT BUILDER CARD – BUILD YOUR CREDIT 
https://creditbuildercard.com/leafcreditsolutions

LEAF CREDIT SOLUTIONS

https://www.leafcreditsolutions.com/

https://bit.ly/lcscreditreport
https://creditbuildercard.com/leafcreditsolutions
https://www.leafcreditsolutions.com/


Good credit is essential in America today, because so many of the things we
want to buy must be financed or bought on credit. And once you have a bad
credit rating, it is nearly impossible to avoid detection. A vast network of
credit reporting agencies keeps track of every American who does business
or buys on credit. These agencies are the gatekeepers of credit. Each time
you apply for credit through a bank, store or credit card agency, the
prospective lender typically checks your current credit rating with one or
more of these agencies. 

There are nearly 2,000 credit bureaus in the United States, but there are only
a few large regional bureaus, which process millions of credit reports each
year and boast tens of thousands of business subscribers. Subscribers are the
many businesses that pay to obtain the credit information contained in a
bureau’s files. Subscribers rightfully believe that the information contained in
your credit file is a good indication of your creditworthiness, since how you
have paid other creditors in the past is an indication of how you may act in
the future. Subscribers also use your credit file to verify information you have
provided on your credit application. 

Making sure that your credit report is accurate and up-to-date is the first and
best step you can take to ensure the strength of your credit. This guide shows
you how to access your credit report and how to make the bureaus’ updates
of your report work to your advantage. Start today to build the credit you
rating you want—this guide makes it E-Z
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Chapter 1
Test your credit worthiness

What you’ll find in this chapter:
➠ All about credit bureaus
➠ What a credit rating is
➠ How creditors measure your credit rating
➠ Taking a look at your credit’s health
➠ The scoring system

Nothing can hurt you financially like having bad credit. Your credit report, the
history of your credit activity which credit bureaus keep track of, could be the
best asset—or worst liability—you have. Creditors who subscribe to credit
bureaus pay to obtain the credit information contained in those bureaus’ files.
Usually the same potential creditors who receive information about you also
provide information to the credit bureaus.

How the credit bureaus work
When you fill out an application for credit from a bank, store or credit card
company, that information is forwarded to the bureau, along with constant
updates on the status of your account. But not all creditors report what they
know about you to the credit bureaus. And of those that do, not all report the
entire contents of their files. For these reasons, it is essential to know what is
contained in your credit report.
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• the commercial banks, including their credit card departments

• credit card companies

• larger savings and loans

• major department stores

• finance companies

Accounts usually not reported are:

• utilities

• hospitals

• credit unions

• oil company credit cards

• checking and savings

   account information

For businesses that report to these credit bureaus, transfer of account
information is a simple matter of sending the bureau computer disks every
month or quarter, transmitted either physically or over telephone lines. The
disks contain the account information and any changes and additions to be
made to your credit file, and thus ensure continuously updated credit profiles. 

The secret to winning credit is building a good credit rating. A good credit
history shows the ability and willingness to repay a loan.

5
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Creditors who deal with the credit bureaus most often, for purposes of both
receiving and issuing information, are:

Since checking and
savings account activity
is usually not reported

to credit bureaus, there
is little chance your

bounced check history
will be reported.

note



Your credit rating is a composite of the information contained in your credit
report plus the information provided directly to the lender. Lenders use three
types of information to determine your credit rating:
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What is a credit rating?
Credit ratings are nothing more than an attempt to estimate your ability and
willingness to repay a loan or debt, based on your credit history. A credit
history is a record indicating your trustworthiness and ability to repay a loan.
Your loan activities are reported by your creditors to the credit bureaus, who
then report your repayment history as delinquent (negative), regular
(positive), or neutral (non-rated).

No credit bureau is allowed to evaluate your ability to repay a loan; creditors
do have the privilege to rate you privately, but they are prevented from
publishing their evaluations.

How to measure your credit rating

The lender’s personal evaluation of your potential. Objective
criteria give the lending institution a pretty good idea of how
you stack up as a credit risk. Borrowers, however, often seek
amounts beyond their credit limit. The lending institution
leaves it up to the loan of ficer to pass judgment concerning
the fine points of a loan decision, based on his or her
professional interpretation of the objective data provided by
the credit report scoring system and the “20 percent rule.”

A credit scoring system. Banks and similar large lending
institutions, such as finance companies, savings and loan
companies and credit unions, generally employ a scoring
system used to rate your creditworthiness. An example of such
a scoring system is provided in this chapter.

not
e

1)

2)
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Short-term-debt-to-income ratio using the 20 percent rule.
Lenders will calculate what percentage of your annual income
your short-term debt represents. (Long-term debt, like a
mortgage, is not considered here.) You are generally allowed no
more short-term debt than 15 to 20 percent of your total
annual income

3)

As you look at your credit
information, you will discover
weak points that stand in need of
improvement as well as positive
points that can be emphasized. In
addition, you will know the
amount of credit for which you 

By knowing how you
will be evaluated, you

can begin now to
substantially improve

your credit rating.

note

qualify given your income, net worth, credit record and other relevant
factors. 

Improving your creditworthiness
There are two steps you should take before you attempt to improve your
creditworthiness.

Step 1
Before applying for any credit, check your credit report to be sure that there
are no negative marks on it. Even if you are new to the world of credit, or
strongly believe that your credit rating is very good already, check your
report to be absolutely certain.

Negative marks tend to show up more
consistently than positive marks
because creditors hire credit bureaus
to prevent them from making bad
loans. Naturally, creditors and credit 

Be sure that prospective
lenders see only positive

things being reported
about you.

note

bureaus are more likely to seek out and report negative information, so you
must first repair the negative marks and then begin to build a positive credit
history.
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Step 2
Score yourself. Most lenders use a scoring system to establish the level of 
your credit ability. A loan officer or
board will disqualify applicants who
do not achieve a minimum number
of points on the credit scoring test.
The number of points required is
predetermined by the lender’s
policymaking committee. Then it is
given to the officer, who uses it as a 

In addition to having no
negative marks, you
must have a positive

credit history that
establishes your track

record.

note

guideline in determining whether a loan should be approved.

Lending institutions utilize standardized scoring systems to make the process
of approving loans more objective. For instance, banks know from experience
that individuals at a certain salary level can handle a combined credit line of a
certain amount on their credit cards. Questions on the scoring test clearly
reveal your salary level and patterns of living.

Lending institutions utilize standardized scoring systems to make the process
of approving loans more objective. For instance, banks know from experience
that individuals at a certain salary level can handle a combined credit line of a
certain amount on their credit cards. Questions on the scoring test clearly
reveal your salary level and patterns of living.

Although each lender has its own
system and asks its own questions, the
key questions are universal. By knowing
precisely what lenders are looking for,
you can identify areas in your credit
profile that need improvement ,
pinpoint strengths and adjust your
credit image.

Lenders have found that
people who move

frequently, don’t have
telephones or can’t keep

steady jobs are poor
credit risks.

note
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Test yourself with this sample scoring system to get an idea of how lenders
evaluate an applicant’s risk. Add up your points for each question, then
compare your total to the scoring list below

The scoring system

Factors Points
1) Years at present job:

a) Less than one year
b) One to two years
c) Two to four years
d) Four to ten years
e) Over ten years

0
1
2
3
4

2) Monthly income level:

a) Less than $1,000
b) $1,000 to $1,500
c) $1,500 to $2,000 
d) Over $2,000

0
1
2
3

3) Present obligations past due:

a) Yes
b) No

0
1

4) Total monthly debt payments compared to income (after taxes):

a) 50%
b) 40% to 49%
c) 30% to 39%
d) under 30%

0
1
2
3

5) Prior loans with lender:

a) No
b) Yes, but not closed
c) Yes, but closed, or with
two or fewer 11-day notices
per year

0
0
1
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Factors Points
6) Checking account:

a) None
b) Yes, but with over five
rejected items over past
year
c) Yes, with no rejected
items over past year

0
1
 
 

2

7) Length at present or previous address:

a) Less than three years 
b) Three years or more

0
1

8) Age of newest automobile:

a) Over one year old
b) Less than one year old

0
1

9) Savings account with lender:

a) No
b) Yes

0
1

Chapter 1

10) Own real estate:

a) No
b) Yes

0
3

11) Telephone in own name:

a) No
b) Yes

0
1

12) Good credit references:

a) No
b) Yes

0
1

These questions, or something very close to them, appear on most credit
scoring systems. The questions are selected and the points assigned by the
bank’s Consumer Credit Policy Committee. The policy committee then
prepares a set of guidelines for applying the scoring system to guide the loan
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If you fall in the lowest category, your application will be rejected outright.
But don’t give up hope. You may be able to obtain a small loan with some
collateral, or perhaps by finding a co-signer. (A co-signer uses his credit to
guarantee yours by accepting responsibility to make good on the loan if you
don’t.) An example of this applicant might be a student without steady
employment or a permanent address who may be able to obtain a car loan if
his parents co-sign.

TOTAL CREDIT TRANSFOMATION

officer. Not only will this scoring system vary from bank to bank, but
even within the same bank the criteria will change, depending on
national and regional economic conditions and the bank’s own
competitive position. Obviously, when loan money is abundant, the
criteria will not be as strict as when loan money is tight.

Now put your score in perspective. In this sample, you could score a
possible 22 points. The guidelines provided to the loan officer might
read like this:

◆ 0-11 points (0-50 percent of possible points): 
Reject outright. Don’t waste time on this application. 

◆ 11-13 points (50-60 percent of possible points): 
Review very carefully. Do not approve unless there are other good
reasons indicating that credit should be granted. 

◆ 13-15 points (60-70 percent of possible points): 
Review with a bias toward approval. (This is the profile of the typical
consumer and indicates a reasonable risk.) 

◆ 15-20 points (70-90 percent of possible points): 
Grant the loan unless there is good reason to deny. 

◆ 20-22 points (90-100 percent of possible points):
Automatically grant credit within reasonable limits

not
e
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If you fall in the 50-90 percent categories, you can expect a full
review of your application for credit. Someone in the lower range of
this category may require a co-signer and/or collateral. If you are in
the 90-100 percent range you can generally get unsecured credit on
your signature alone.

Think about this scoring system. Obviously, each bank keeps its point
system secret. Only a loan officer knows how many points you need
to pass the minimum requirement for credit approval. But you can
improve your chances for winning credit once you know the system.

Chapter 1

T I P S
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Chapter 2
How to develop triple-A credit

What you’ll find in this chapter:
➠ The 20 percent rule
➠ Putting your best foot forward
➠ Secured credit cards
➠ Making bank accounts work for you
➠ Borrowing from a bank

There are many reasons why you might be denied credit. You may not have
enough credit history for a lender to make a judgment from, or you may have
a full but complicated credit history that needs to be presented in a more
positive light.

Five important tips
Fortunately, there are also many ways to improve your chances for obtaining
credit. Here are five of the most important tips you can follow to help you
develop good credit

Tip 1: Know the 20 percent rule
Borrow no more than 20 percent of your income. To attain this figure, add up
all your short-term debts, like installment loans and credit card balances,
outstanding telephone bills if they are large, and notes due in a year or so.
Exclude your long-term debts, such as mortgages. Then figure your annual
income from all sources. Divide your annual income into your total short-
term debts
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If you fall in the 50-90 percent categories, you can expect a full
review of your application for credit. Someone in the lower range 

Don’t be pulled in by
endless offers of credit

cards and loans. Apply only
for the amount of credit

you can handle.

of this category may require a co-
signer and/or collateral. If you are in
the 90-100 percent range you can
generally get unsecured credit on your
signature alone.

For example, if your annual income is $25,000 and your short-term debt is
$5,000, you are at the 20 percent level and are pretty well borrowed to your
limit. But if your short-term debt is only $2,000, then you may have about
$3,000 that is still borrowable.

Tip 2: Accentuate the positive

When applying for credit, emphasize why the credit should be granted. It is
important to capitalize on your strong points by making them the focus of
your credit strategy. 

A good income history is one of the strongest points you can make. A good
track record at the credit bureaus, with your banking institution and with
creditors such as the telephone company and utilities goes a long way
toward making you look good. Lenders like to see evidence of earning power
over a period of time, as well as a consistent record of making payments on
time. 

When you are filling out your applications for credit, notice that requests for
information are much the same from application to application. To

TOTAL CREDIT TRANSFOMATION
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organize yourself for completing credit applications, use the Master
Credit Data form included in this guide.

In addition, the Master Credit Data form helps you put your best foot
forward by selecting the most appropriate data to provide answers to a
lender’s questions. While you must answer all questions truthfully and
completely, there are often different ways the same question can be honestly
answered. Choose the way that is most favorable to you.

Be careful, though, since credit fraud
is a serious offense. However, being
selective is not being dishonest.
Lenders are aware of how financial
data can be arranged to appear better
or worse. They expect you to put your
best foot forward, within reason. If
you don’t, they may believe your 

T I P

The Master Credit Data form fulfills
another purpose. It allows you to
submit uniform applications and
provides a ready reference in case a
creditor calls with further questions

When filling out credit
applications, emphasize
those features of your

credit record that indicate
your credit strength

note

Never be dishonest when
filling out an application for

credit. To knowingly
misrepresent yourself on a
credit application is fraud

and punishable by law.

financial situation is worse then it actually is. For example, if you fail to check
out your credit references and someone you list provides a poor reference,
the lender is likely to conclude that that was the best you could do.

Tip 3: Get a secured credit card
If you don’t yet qualify for an ordinary or unsecured credit card, obtain a
secured Visa or MasterCard. A secured credit card is the doorway to
establishing a track record of creditworthiness.
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A secured credit card has a credit limit based on your cash deposit. A
minimum deposit must be kept in a savings account and you only have partial
access to this money. In other words, your credit line will vary from 50
percent to 100 percent of the minimum deposit secured by your savings
account balance, which you agree to leave untouched while you have the
secured credit card.

An annual fee will probably be charged for the card. The annual percentage
rate may be lower than the industry average, though, since it is backed by
collateral. However, some institutions charge an additional processing fee
that may be refundable if the card is not granted.

The best places to obtain secured
credit cards are through the highly
competitive big national banks, your
own local bank where you have
cultivated the trust of the loan officer,
or savings and loan institutions in your
state. The S&Ls will vary widely in
their policies, but are worth a try.

Secured cards look
exactly the same as

ordinary cards so no one
is likely to suspect that

your card is secured
unless you tell them

Apply for credit from local and national retailers. You need only a few of
these cards to establish a good credit record.

In many cases, your secured Visa or MasterCard will get you almost instant
approval for a department store credit card or charge account. It is often
easiest to win credit from retailers. Use their references to secure additional
credit from others once you have established your creditworthiness.

TOTAL CREDIT TRANSFOMATION

T I P

Tip 4: Get a retailer’s credit card
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Once you have chosen a bank you would like to work with, establish credit
with a checking account. Make your initial deposit as large as possible. During
the next few months, when potential lenders check your credit with your
bank, they will learn only of your initial deposit. After a few months of
deposits and withdrawals, your average daily balance for the month will be
reported to creditors who request credit information

If you don’t have the cash on hand to open this account yourself,
borrow from relatives or friends. Make this a short-term loan and
pay it back in the form of a check once the account is established.
Start off on the right step: Keep this new account balanced and
never overdraw your account.

Borrowing from a bank need not be difficult. Bankers need customers just as
much as customers need bankers, so don’t let their formality intimidate you.
Bankers like to be in control of the situation, because they are responsible for
handling money that is not their own. They give the impression that banking
is serious business because it is a serious business. Lending another person’s
money, on their part, and borrowing money, on yours, involves a lot of
responsibility on both sides. 

However, don’t let the formality and responsibility get in your way, or
prevent you from dealing effectively. Bankers are people just like you. They
are also businesspeople. If they see that you are well-groomed and appear
reasonably intelligent and responsible, they will take you more seriously. If
you appear to be a choice customer, they will jump at the chance to serve
you. Remember, banks make their money by making loans, and as a
responsible person you are quite important to them.

T I P

Tip 5: Open a checking account 

Chapter 2

Successfully borrowing from a bank
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In addition, bankers are very knowledgeable
about the credit world. Their job is to
extend credit to creditworthy people. By
asking him or her the right questions, you
can use your local banker as a free
consulting service. Your banker will be
happy to give you the advice you need in
order to get your business.

◆ Your own bank may be best. If you have a good banking relationship
with your local bank, start there. A local bank offers you the
opportunity to develop a good credit history. If you have a good
relationship with your own banker, you have a slight edge over the
prospective borrower who has no personal connection with his bank.
Bankers can bend rules if they feel confident about you, even if there
are several questionable marks on your credit record, or your income
isn’t quite high enough to justify the loan you want. 

◆ Choosing a local bank may be helpful. Even if it’s not your current
bank, choose a local bank. You will, in time, be applying to nationwide
banks for many of your loans or credit cards. Citibank and Bank of
America may not be in your neighborhood, nor do you need to start
your quest for credit through them. For now, a local bank is adequate to
start the ball rolling. 

◆ Investigate many banks. Even though you are focusing on a particular
local bank, you should contact many banks in your area. If you are
developing ties with a dozen banks simultaneously, the odds are good
that one bank will come through with the credit you need. Nationwide
banks may be too distant to visit in person. You can, however, contact
them by mail. Many also have toll-free telephone numbers to enable
you to get in touch personally

Points to keep in mind

TOTAL CREDIT TRANSFOMATION

A good relationship with
your local banker is essential,
so start developing it now. A

good banking relationship
can help you do more than

simply obtain a loan.

T I P

not
e
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If yours doesn’t have an 800 number and you do any significant business with
it, the loan officer will be happy to accept collect calls.

Local bankers are likely
to be more receptive

and pay more attention
to you than the larger

institutions.

T I P

Chapter 2

. ◆ Establish a personal relationship with a loan officer. Bankers pick
up on positive personality traits and, quite often, favor you with the
benefit of the doubt. To gain the banker’s personal respect, you must
establish a personal rapport with him. It’s important to deal with the
individual loan officer with whom you feel most comfortable. 

◆ Don’t be intimidated. Never think of yourself as going to a bank to
ask a favor. You are a knowledgeable customer coming to discuss
advantageous terms.s.T I P

Your meetings with bankers will
further educate you in the ways of
the banking world. Just as an expert
chess player becomes a master
through playing many different
opponents again and again, the
more contact you 

have with banks and other lenders the more you will learn. As you develop
your credit relationships, you will locate more banks and lenders anxious to
extend credit to you
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Chapter 3
Obtaining credit

Most people emerging from financial difficulties consider it top priority to
obtain credit cards, such as Visa and MasterCard, through which they can
again charge day-to-day purchases. 

Although it is possible to get a credit card without a good credit history or a
high income, few people know how to do it. Most go through the ordinary
channels and get turned down. Therefore, they incorrectly conclude that a
Visa or MasterCard is unavailable to them. Sometimes people with good
credit histories and high incomes get turned down when they apply for
several cards, yet they hear of people who seem less creditworthy who carry
numerous cards. 

The credit card world can be pretty simple when you understand the rules it
works by, but it is quite challenging, and even mysterious, to the uninformed.

What you’ll find in this chapter:
➠ The credit card system
➠ Credit cards and the system of banks
➠ Choosing the right credit card for you
➠ Secured cards, ATM cards and debit cards
➠ How to get a credit card
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By studying the way the banks
interrelate, you will understand how
to deal with credit card companies.
You will find that banks work together
to keep track of their cardholders.
Most banks want to know how many
credit cards you have before 

considering you for one of their own cards.

TOTAL CREDIT TRANSFOMATION

The credit card system
You certainly don’t need dozens of credit cards to be successful. Though
there are advantages to having many credit cards, it is the proper use of the
cards, rather than their total potential dollars of credit available, that is
important. At the same time, to get a number of the more valuable credit
cards, you must know how the credit card system operates

Realize that it is the
use of credit cards

that gives you
wealth, not the

number you own.

note

Nor will every lending institution issue you a credit card. This is because
many banks share a computer connection that trades vital cardholder
information. When banks become aware that you have “too many” cards
(each bank has its own policy on how many cards is too many), they
automatically reject your applications. 

Furthermore, many banks offer the same card, and usually disallow repeat
cards to be issued to a cardholder. You may, therefore, receive only one card
from this interconnected network of cooperating banks.

The Bank Card System
To make this clear, let’s examine what might hypothetically be called the
Bank Card System. When you apply for a credit card at your local bank, much
more is going on than you realize. Although the name of your local bank may
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be proudly displayed on your card, chances are your card was issued by
another bank working behind the scenes. Because banks are interconnected,
they trade favors and reciprocate functions. Most often, however, banks hire
each other to perform different services and, as a result, create economies
and save themselves money. 

This Bank Card System is complicated. First there is the process of accepting
the new applications, asking for credit reports, and setting up the approved
accounts. Then there is card printing and embossing, as well as ongoing
paperwork encompassing year after year of statements, sales brochures, late
payment notices, and countless other details that make a credit card program
successful. 

Most banks cannot afford to support all the functions required to issue and
follow through on credit cards. Therefore, to avoid the complicated and
costly process, smaller banks act as credit card agents for the larger banks.

In other words, smaller banks contract
with larger banks for card related
services. Many service packages are
available. The largest card-processing
centers therefore do all the accounting,
credit checks, mailings, statements,
collections, and administrative details
for the small banks. The fee that the
smaller bank pays is a percentage of the
annual credit volume.

Processing an
application for a bank 

note

credit card requires a bank
to perform many functions it
normally cannot afford to do
on its own, so it often seeks
outside assistance by using

other banks.

Most banks enjoy and benefit from this relationship. However, many more
banks are now purchasing their own computer systems to cash in on the big
profits that come from functioning as a large credit card processing center. 

The main advantage of the Bank Card System is that it allows the smaller
banks to stay in the game. Because there is fierce interbank competition,
most
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banks must offer their customers the convenience of credit cards. This is
such an important part of bank promotion that many banks make their credit
card package a major advertising tool to attract new customers from the
competition. The Bank Card System saves the small bank from having to
invest in computers and more personnel to compete. 

The larger banks also benefit from the Bank Card System, because their
overhead is partially subsidized by collecting the annual service fees from the
smaller institutions using their card-processing services. In fact, card
processing centers often realize handsome profits. 

Some bank networks link different parts of the credit card process in a kind
of chain. One bank may offer the card while another does the credit checks
and a third (or fourth) does the card embossing and monthly statements.
Some of these chains may be short and some may be surprisingly long.
Interestingly, most major banks may have many lines of agent banks
stretching out in chains under them. Some of these chains extend through as
many as three or four successive agent banks.

Now, what happens if you simultaneously apply for credit cards to a dozen
banks in your area? Inevitably, although through different chains, many of the
banks will be connected to the same major bank. This raises two possibilities:

TOTAL CREDIT TRANSFOMATION

Applying for more than one credit card

The major bank approves your credit. The major bank may
have a relationship with the agent banks that prevents an
applicant from obtaining more than one card from the major
bank. In other words, if you apply to 12 banks that are
connected to the same major bank, the major bank will issue
you only one account. Therefore, only one credit card will
result from your efforts

1) 

not
e
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Duplicate accounts are seldom allowed. Of the 12
applications processed by the major bank, the first one
accepted becomes your account; 11 are automatically
canceled out as they enter the main computerized system.
The credit card will reflect the name of the bank that was on
the accepted application. Unfortunately, however, you have
needlessly generated 11 useless and potentially harmful
inquiries on your credit report.

The smaller agent banks approve your credit. The major bank
may issue several cards to the same individual, if the agent
banks will assume responsibility for approving your credit
instead of leaving it to the major bank. Furthermore, the
agent banks would also have to assume responsibility for any
defaults in payment.

2) 

Determining which chains do or do not issue duplicate cards
requires some detective work, but is well worth the effort if your
objective is to get more than one or two bank credit cards.
Research in your geographic area of the country will give you
greater insight into which Bank Card System can best serve your
needs.

T I P

Shopping for credit cards
Most consumers are surprised to
discover they have many choices
when it comes to selecting a bank
credit card. You should examine all
your options carefully before selecting
the cards to apply for. 

You will learn that there are great
credit card bargains all over the nation
—as well as deals you should avoid.
Compare bank policies before

Don’t believe that all credit
cards are alike, or that you 

must live in the same state to get
a certain bank’s credit card. And

don’t be misled into believing
that you must have an account
with the bank to which you are

applying.
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selecting your cards. The following three features are a part of all bank card
terms and should be reviewed before selecting a credit card:

Transaction Fees. Banks have discovered that 50 percent of
all cardholders pay their total balance at the end of each
month. This, naturally, limits the dollar amount of service fees
each customer will be required to pay. To remedy this 

1) 

It is important to check for
transaction fees befor e applying

for a bank card.

problem and increase revenue,
some banks have designed
transaction fees.

For example, a major California bank charges 12 cents for each use of the
card. The cardholders felt they were getting a deal because the annual fee for
this card was only $10 per year. However, for people who use their cards
regularly, transaction fees can add up fast. Many cards charge no transaction
fees, and may be far less costly than cards that impose fees.

Annual Member ship Fees. Annual fees are designed to boost
sagging credit card income for the banking industry. Because
most people pay off their monthly statements before finance
charges begin, banks feel that annual fees are vital for
survival. However, some banks waive annual fees if you keep
a minimum balance in your checking account. To evaluate the
worth of this offer, check what the interest rate would be for
your deposit. If it is too low, you would be losing income that
could be made from a deposit in another bank at a higher
interest rate. The amount lost in interest may be greater than
the money saved by not paying an annual membership fee.

2) 

Finance Char ges/Annual Percentage Rate (APR). These rates
vary widely from state to state. Although each state has a
legal limit or cap above which the rate cannot go, it is a very
high ceiling. The

3) 
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District of Columbia, for instance, has a legal ceiling of 18 percent (and also
disallows annual fees). Many credit card companies now offer adjustable
percentage rates as a way to entice the new cardholder to transfer existing 
account balances. This new low rate is
only an introductory rate—often limited
to as little as six months—after which
the rate zooms back up to the card’s
regular rate. Don’t be taken in by offers
of low balance transfer rates, because
within a year you could wind up paying
a higher interest rate than you did
before the transfer

The new cardholder
seldom has the willpower 

to return a new card, even one
that arrives with a surprisingly

high interest rate.

Many banks neglect to put their annual percentage rate on their application
form. This is because their rates often change, based on other interest rate
indicators and the interest charged by competition. You often don’t find out
the actual interest rate you are asked to pay until the credit card arrives in
the mail and you sign on the dotted line. The best advice is to always read the
fine print carefully before choosing your credit card.

ATM and debit cards
The credit card field is rapidly changing. Two popular features you should
know about are ATM cards and debit cards.

ATM Cards

Plastic cards are issued by banks for use in Automated Teller Machines
(ATMs). You receive a personal identification number (PIN) with each card.
Each card has a magnetic strip that is activated when you punch in your PIN.
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Originally designed as cash dispensing cards, they now perform functions as
diverse as deposits and withdrawals, cash advances on charge cards, bank
transfers, account inquiries, and, surprisingly, bill payments.

Be careful with your ATM card and PIN number. If you report a stolen ATM
card within two days of the theft, you may face a maximum liability of $ 50. 

Although a
convenient method 

note

However, if the theft goes unreported,
you may be held responsible for up to
$500 of any resultant loss. 

of banking, ATM plastic
does not offer the same

degree of consumer
protection enjoyed by
regular credit cards. 

Also, unauthorized withdrawals must
be reported within 60 days of their
initial appearance on the bank
statement or your liability is unlimited.
In a situation like this, you could even 

lose your entire deposit. The rule to follow when handling an ATM
account is always to keep your PIN and ATM card separate.

Debit Cards

The debit card is a brother to the ATM card. Both cards are merely electronic
replacements for a check. They do not represent an extension of credit.
Whereas the ATM card electronically draws cash in the same way a check
can, the debit card replaces a check by paying bills and making purchases via
an electronic hook-up with your account. 

Bankers prefer debit cards over checks because check processing is generally
unprofitable. If debit cards replace credit cards for purchases, however,
bankers will lose finance charges normally collected on credit cards. 

Merchants like the debit card system because they get their money
immediately, electronically transferred into their company account. This
system exists electronically, supported by a minimum of paperwork. Ideally,
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the merchant doesn’t have to worry about a check being misplaced or lost, for
example, or about a holdup in the store. 

The process is not yet completely electronic. Debit card users still have to fill
out paperwork similar to a sales slip or Master Card transcript when making a 

There is no debit
system operating on 

note
purchase. These slips are forwarded to the
cardholder’s bank or a third-party
processor who has agreed to handle debit
accounts, and then deducted from the
cardholder’s account in pretty much the
same way a check is handled. 

a national scale, since
merchants and banks have

yet to agree on a
standardized system.

Experiments, however,
have been initiated in

some states to see if an
electronic debit system is a
viable addition to modern

banking.  

Because the debit card concept is so new,
laws to define the cardholder’s liability in
the event of unauthorized use or theft are
still evolving. Consult with the institution
issuing the debit card to establish the
terms of your liability.

How to get your credit cards
Here are 13 essential tips to help you obtain the credit cards you want:

Assemble a list of banks from whom you will request application
forms. Sometimes it’s easier to get credit cards in the state you
live in; the very large national banks are generally aggressive in
seeking new accounts. Don’t overlook savings and loan companies
as well as credit unions in which you qualify for membership.

1) 

Request an application for m for Visa and Master Card accounts,
either by telephone or in writing. Be certain to request information
pertaining to finance charges and fees, because these are points
often not included in the application. You will need this
information to evaluate the institution’s credit card policies.

2) 

not
e

28
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the ones with negative histories on you. Most of the large
credit card issuers subscribe to the major credit reporting
agencies, but you may be able to find a smaller institution that
subscribes to the credit bureau you want.

Apply for a secured card if your income is less than $1,000 a
month. If your total income from all sources is less than $1,000
a month, it may be difficult for you to get an unsecured credit
card unless you score very high on all the other credit criteria
and show that you can pay your debts from adequate assets.

5) 

However, to obtain even secured credit cards, you will
generally need to show some income. The income does not
need to be from a job. Pension or other retirement benefits,
income from investments, or alimony may be sufficient.

If you want to enter the credit
world on your terms, work at
building your income. If you have
no income, it is sometimes
possible to get a credit card by
obtaining a co-signer, someone
who has good credit and agrees to
assume responsibility for your
debts.

Chapter 3

The amount of credit you
can qualify for is usually 

note

directly dependent on the
amount of your income. 

Get the number of inquiries on your credit report down to
three or four in the past six months. If you have a number of
“active” inquiries—that is, inquiries that have been added to
your report within the last six months—either wait until they
automatically come off your report or attempt to remove them
following the procedures outlined later in this guide.

6) 

Apply for credit cards from retailers in your area. Department
store cards, gas company cards and other retail credit

7) 
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cards are usually fairly easy to obtain. Check to see whether
your payments are reported to a credit bureau. Sometimes
they are not, but if so, then using this card and repaying on
time will boost your credit record.

Even if the payments on these accounts are not reported to a
credit bureau, many applications for credit ask about your
other credit card accounts. A good payment record on these
more easily obtained accounts can give you some
recommendations on which to build more credit. Often, having
a secured Visa or MasterCard is sufficient to get credit from
these other companies. They don’t have elaborate credit-
checking systems, so they will follow the lead of larger
institutions that have already approved you.

Have your loan officer assist you in getting a Visa or MasterCard.
Ask what your chances are of qualifying at his or her
institution. Also ask what your chances are elsewhere.
Different institutions have different policies and your loan
officer is likely to know about them.

8) 

T I P

You may be advised to apply at another institution because it is
more lenient in its credit requirements. Sometimes a lending
institution will offer cards at a lower-than-average annual
percentage rate, but tighten its requirements to reduce the
chance of loss through bad loans. If this is the case with your
bank, the loan officer may recommend that you go to another
institution that charges higher rates but has more lenient credit
requirements.

 Review the terms of the various card issuers, and decide what
terms are important to you. For example, if you are planning to
use your credit cards to finance consumer purchases or
investment opportunities, a low annual percentage rate is
desirable. If, on the other hand, you are going to use a card for
the convenience of day-to-day purchasing and intend to pay
the full

9) 
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amount at the first billing to avoid finance charges, then a no
annual fee card with a long grace period is what you are
looking for. 

The ideal, of course, is to get cards with no annual fee, low APR
with a long grace period, and no other surcharges. You should
realize, however, that banks are in business to make money, so
no credit card provides all these advantages.

Accurately complete your application forms for those credit cards
that meet your requirements. Answer all questions truthfully 

10) 

not
e

If you have a good
credit record with a 

note

and completely,
remembering that you are
not required to give any
more information than is
requested. Type or print
clearly. Use a street address
—not a post office box
number, care of, or general
delivery

particular credit bureau, it is
wise to attach a copy of

that credit report to your
application form.

Don’t send more than two or three applications at the same time
to card issuers that use the same credit bureau. This avoids being
turned down for too many inquiries. Most credit card issuers
will automatically request your credit report from the credit
bureau when they receive your application. This will appear on
future credit reports as inquiries. More than a few inquiries
showing up in a short period may result in your being refused
credit. 

11) 

Send out application s for unsecured credit cards to the card
issuers you have targeted. Record your responses and keep
track of approvals, declines and requests for further
information, as well as your response if called for.

12) 
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Request the reason for any credit declines and ask for th e name
of the credit bureau used. If you are denied credit, federal law
requires that you be told the reason in writing, as well as the
identity of the credit bureau that was used. You further have
the right to request a free report from that credit bureau
concerning the information contained in your file. You must
respond to the rejection notice within 30 days to obtain this
free credit report. (Order it only if you need one from that
credit bureau, because your own requests generate inquiries,
too, although these are usually not held against you.) 

Determine exactly why you were refused credit. You have a
right to know why you were turned down. Once you find out,
you’ll know exactly what you need to do to get approval, or at
least to get to the next step of approval. If you don’t
understand the reason you were denied credit, contact the
lending institution and ask for a specific reason so you can act
on it using the strategies contained in this guide.

13) 

not
e

Credit card alternatives

If you didn’t pass the tests for unsecured credit, don’t give up hope.
Even if you have some negative marks on your credit report that you
can’t remove, it is still possible to get credit. It is also possible to get a
loan with a low income level if there isn’t a negative credit history.
However, the loan must usually be secured with collateral. 

Remember, lenders want to lend money because they make money on
the money they lend. But also remember that they make money only if
the loan is repaid. Therefore, bank policy is strict and loan officers shy
away from approving questionable loans. If your income is low or your
credit history is either insufficient for evaluation or decidedly poor, you
will not be approved for an unsecured credit card.

not
e
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You may still qualify for a secured card. You may be a borderline case that
doesn’t qualify for unsecured credit but will qualify if some form of
security or collateral is left with the lender to ensure payment. This is
usually in the form of a savings account at the bank issuing the card (see
Chapter 2). 

If you are unable to get a secured credit card on the strength of your
collateral, try obtaining a card by having someone co-sign for you. The
cosigner should have strong enough credit to act as security for the credit
line on the card and some extra, just in case you turn out to be a poor risk.
Becoming a co-signer is a big responsibility. Don’t ask a person to co-sign
for you if you can’t live up to the obligations he or she will then be
responsible for.

Chapter 3

If you have some capital but a poor credit rating, you may consider a
debit card as another type of secured credit card. 

There may be other
forms of collateral 

note

acceptable to a bank: a
pledge of stocks or bonds,
a lien on an automobile or

boat, or you may have
other equally valuable

collateral to use.

Debit cards look like ordinary Visa or
MasterCards. When you use them, you
do not receive credit, but your account
gets charged. A debit card provides you
the convenience of a credit card while
allowing your funds to earn high interest
in a money market account, for example.
Many people use debit accounts like
checking accounts. The big differences
are, it is often easier to use a debit card 

than to write a check, and some places will accept debit cards but not
checks. Many banks now offer ATM cards that double as debit cards.

than to write a check, and some places will accept debit cards but not
checks. Many banks now offer ATM cards that double as debit cards.
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Comparing credit card terms
After you receive your application forms in the mail, go through each, looking
for the following information:

What is the annual percentage rate
used to compute finance charges?

1) 

Is there an annual fee? If so, how
much?

2) 

What is the policy governing cash
advances?

3) 

Be a discriminating
shopper. Find out what

the best deals are
before you select a

credit card.

T I P

Are there any restrictions on how you may choose the card?4) 

Is there a grace period before finance charges begin?5) 

Does the bank compute finance charges by the adjusted balance
method, the previous balance method, or the average daily balance
method?

6) 

Does the bank originate its own cards or does another institution
originate the cards?

7) 

Does the bank offer special services such as “prestige cards” or
automatic teller machine (ATM) facilities?

8) 

What are the bank’s collection practices and how lenient is it with
borrower problems?

9) 
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Credit card brokers

You may have noticed ads in national magazines guaranteeing Visa,
MasterCard, or other credit cards even if you have a poor credit
history. These companies are, in most cases, merely taking
advantage of the consumer’s lack of knowledge. They are simply
furnishing applications for secured credit cards, sometimes
collecting a non-refundable processing fee for doing so. Others
send a booklet or an instructional sheet explaining secured credit
cards. Save the $25 to $50 these firms will charge you. With the
information in this chapter, you are well prepared to obtain credit
cards on your own.

T I P
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What your credit report discloses

What you’ll find in this chapter:
➠ What information your credit report includes
➠ Reasons you could be denied credit
➠ How to obtain a copy of your credit report
➠ The three largest credit bureaus
➠ Getting your credit report for free

Credit reports may vary slightly between agencies; however, most credit
reports include:

Identification information: Your full name, last two addresses, Social
Security number, date of birth, and place of employment if the credit
bureau has received that information. Length of employment and income
are typically not reported, but watch the former if it is reported, because
it often is incorrect. Creditors will sometimes reject an application
because they can’t confirm employment. If you are self employed, credit
bureaus may have you listed as unemployed, which should be corrected
immediately

Detailed information on the accounts listed: Name of the issuer, date
account was opened, original balance or limit, current balance (beginning
with the reporting date, which is also listed), terms of
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The status of each
item is sometimes 

note

indicated by a complicated
code system that signifies

exactly what has
happened to the account.

account, and the current status of the
account. This leaves little room for
guessing. It also leaves little room for
paying a delinquent account and
therefore changing your status so you
are cleared. An example is CO NOW
PAY, which means that the account
was a charge off (CO) but you are now
paying (NOW PAY).

Public record information: Bankruptcies, tax liens, judgments and other
filings

Credit report requests: Each time a creditor requests a copy of your
report, it is recorded in your report and it stays on your record for up to
one year. This addition is “non-evaluated” by the bureau, but it can be
seen as negative if you have many inquiries with no subsequent accounts
opened. Creditors who see this will assume you were turned down, even
though there are other explanations for the inquiries.

 Consumer statement: Finally, there is space on the report for you to
place a consumer statement. This allows you to challenge or explain any
creditor entry in your file in your own words

5 common reasons for credit denial

When prospective lenders inquire about your credit standing, they examine
your record with certain expectations. To evaluate your own report, you
need to know those expectations. The five most common reasons for credit
denial based on a credit report are as follows:
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Delinquent credit obligations. Late payments, bad debts, or legal
judgments against you make you look like a risky customer.

1) 

Credit application incomplete. Perhaps you left out some
important information or made an error on the application. Any
large discrepancy between your application and your credit file
can count against you. The lender will wonder if you are hiding
something.

2) 

Too many inquiries. Inquiries are made whenever you apply for
credit. Requesting your own report also counts as an inquiry,
but is usually not held against you. At the creditor’s discretion,
as few as four inquiries within six months’ time may be
considered a sign of excessive credit activity. The creditor may
then presume that you are trying desperately to get credit and
are being rejected elsewhere.

3) 

not
e

If you have changed
your address, this 

note

can also create problems
in the recording of your

credit history. 

Errors in your file. These may
arise simply from typing
mistakes, or from confusing
your name with someone
else’s similar name. Since the
credit bureaus handle
millions of files, 

4) 

the possibility for error is substantial. Errors can be found and
corrected only by carefully reviewing your file for accuracy and
then taking the necessary steps to correct any errors that you
do find.

Insufficient credit file. Your credit history is too scanty for the
type or amount of credit you requested. You need to develop
your credit history more fully before qualifying for the level of
credit you are now requesting.

5) 
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Periodic checking of
your credit report is  

note
Always examine your credit record before
applying for credit. A credit bureau may
confuse you with another individual, carry
erroneous information in your file, or
perhaps include false, incomplete or one-
sided information provided by a creditor.
Most of these problems can be resolved
once you understand the procedures.

important because credit
bureaus can and do make

mistakes in their credit
information. 

Get a copy of your credit report
It is easy to get copies of your records from those credit bureaus that have a
report on you. Here are the addresses and phone numbers of the major
nationwide credit reporting bureaus that may have a credit file on you:

Experian National Consumer Assistance Center 
(Formerly TRW) 

P.O. Box 2104 
Allen, TX 75013-2104 
(888) EXPERIAN (397-3742) 
http://www.experian.com

EQUIFAX Credit Information Services 

P.O. Box 740241 
Atlanta GA 30374 
(800) 997-2493 
http://www.equifax.com

Trans Union Corporation

P.O. Box 390
Springfield, PA 19064-0390
(800) 888-4213
http://www.transunion.com

1) 

2) 

3) 

http://www.experian.com/
http://www.equifax.com/
http://www.transunion.com/
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Write, call, or visit online all three of these major credit reporting agencies,
requesting a copy of your credit report. In your letter (use the Request for
Credit Report form), be sure to include your full name, current 
address, previous address, Social Security
number, and date of birth.
Call the bureau first, as each may require
additional information. With the letter
enclose a check for the proper amount
(call to verify the exact amount required).
Credit bureaus typically charge around
$8 to issue a credit report.

The larger credit bureaus
allow you to order your
credit report by phone,

using a credit card.

T I P

There are circumstances when you are entitled to a free copy of your credit
report. For example, if you have received a credit rejection within the past 60
days, you may enclose a copy of the rejection to the credit bureau listed on
the rejection letter and demand the bureau provide a free copy of your credit
report. Request a free credit report based on a credit denial using the
Request for Free Credit Report form, by phone, or online
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The 1 0-step strategy to
repairing your credit

What you’ll find in this chapter:
➠ Your credit rights as a consumer
➠ The 10 steps to repairing your credit
➠ What you’ll find on your credit report
➠ Determining your credit status
➠ Letters to write to the credit bureau

With your credit report in hand, you are now ready to repair your credit
rating. The first step is to know your legal rights. What can you do if your
credit report contains false, misleading or incomplete information?

The Fair Credit Reporting Act (FCRA), 15 USC sections 1681a through
1681t, protects you against credit abuse that might result in an unfair
description of your creditworthiness. Knowing the following six basic
rights is essential if you are to successfully erase the negative marks in
your credit report and regain a good credit status:

not
e

Right #1. You are allowed to challenge the accuracy of your credit
report at any time.

Right #2. The credit bureau must reinvestigate anything you challenge.
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Right #3. The credit bureau must reinvestigate the disputed
information within 30 days. The time period begins when the
bureau receives notice of the dispute from the consumer.
The only exception to the 30-day rule: when the consumer
sends the bureau additional material within the 30-day 

As of September 30,
1997, the 30- day
period for a credit

bureau to respond is
a matter of law.

note
period. The bureau may
extend the deadline a
maximum of 15 days.

Right #4. If the credit bureau finds any
error, it must promptly delete
that erroneous information
from its files.

Right #5. If the bureau cannot or does not confirm the information you
have challenged within a reasonable time period, it also must
delete that information from your files.

not
e

Right #6. If a creditor verifies the information and the bureau responds
in a timely manner, the negative marks must remain on your
record. But if you maintain that the information reported is in
dispute, you have the right to submit a Consumer Statement
of your view of the problem.

In other words, if you as a credit consumer dispute the
accuracy of certain information in your report and receive no
satisfaction from the bureau or the creditor, then the credit
bureau is required by law to attach your explanation to every
copy of the report it sends out. You may ask the credit
bureau for assistance, but in that case the bureau can limit
the statement to 100 words.

You’ve got rights on your side. Now get to work on this 10-step plan.



43

Chapter 5

The 10-step plan
Step 1. Identify your credit problems.

Find the negative remarks, or “dings,” in your credit file and circle them. The
information on these reports is usually coded like your bank statement.
However, the FCRA requires credit bureaus to explain anything on the report
that you cannot reasonably understand. Each report contains a key to the
coding symbols. Familiarize yourself with the symbols, then look for
damaging remarks in these four sections of your report:

The Historical Status is a record of your monthly payments.
Ideally, this should be free of past-due symbols, which may be 30-,
60- or 90-day periods. Almost 90 percent of the bad marks can be
from past-due symbols. These could have been entered
accidentally, or because the mail was late, or because of delays in
processing your payments. Of course, you may actually have made
late payments.

A)

You must have your
payments credited to your

accounts before the due
date, not just mailed by
that time, if you are to

avoid past due symbols.

The Comments section may
contain remarks such as
Charged to P&L (profit and
loss). That means a company
has charged an account off as
a bad debt loss, and that it
does not expect to collect.
This, of course, implies that
you are a bad credit risk.

B)

Inquiries made by any bank, store or other company to which you
applied for credit will be listed in the report. Too many of these
may be taken by a potential creditor as an indication that you are
in financial difficulty and may be seeking credit as a solution.
Creditors will refuse to give credit on the basis of too many

C)
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inquiries. How many is too many is a subjective judgment by the individual
creditor. As few as four or five in six months may be too many for some
creditors.

Public Records may appear in your credit report as tax liens,
bankruptcies, or court judgments that affected you. These entries
should also be examined for accuracy.

D)

Step 2. Determine your overall credit score.

Somewhere on your credit report you will find a column with a title such as
“Account Profile.” This column contains a summary rating for each of your
accounts. A summary may read positive, negative, or non-rated. Positive
means you are OK; your payments are all on time. Negative means you have a
serious credit problem; perhaps you have defaulted on a debt. Non-rated may

Your goal is to
protest, and

eventually remove,
all negative or non-

rated profiles.

note

mean you have a few late payments here
and there. Non-rated entries still put you
in a weak position, even though there is
nothing strongly negative against you.
Each negative or non-rated entry has a
code reflecting the nature of the
problem.

Step 3. Draft a protest to the credit bureau disputing
each ding

To exercise your legal rights, you must aggressively challenge any bad
marks or dings. The credit bureau will only verify the facts if you
assert that they are in error. So don’t be shy. Draft a strong but polite
protest for each item you want to challenge, and tell the credit bureau
you are exercising your rights under the FCRA, 15 USC section 1681i.

T I P

For example, suppose you find the code Charge Off. This means that the
creditor charged your account off to profit and loss and that the creditor
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thinks your debt is uncollectible. You could protest that this comment should
be removed because, in fact, the debt was satisfied and therefore should not
be reported as a Charge Off. Or perhaps you later paid off the delinquent
account, but the creditor failed to note this in your credit report.

Another problem might be a series of Past Due notations. You could protest
that those payments were delayed due to a mix-up with the post office when
you changed address. Most often the credit bureau and creditor will state
that the payment was in fact late, and therefore it is correctly reported.
However, if a post office mix-up occurred, you could submit a consumer
statement to the effect that the account is in dispute because bills were not
delivered by the creditor even though a change of address was furnished.

Step 4. Send your letter of dispute.
Using the sample letters included in this chapter as a guide, write or type a
letter of dispute to the credit bureau. Your letter should not look like a form
letter. List each ding that you want to challenge, and include photocopies of
any documents that support your claims. These might include
correspondence with your creditors, canceled checks indicating payment,

The only limitation
to a dispute of items 

note

on your credit report is that
your claim should not be
frivolous or irrelevant. 

receipts, or other documents. Remember
that the law states that you have the
right to dispute any citation on your
report if the information contained in
that citation is inaccurate or incomplete
(Fair Credit Reporting Act 15 USC
section 1681).

When you have finished your letter, make a copy for your records. Send
your letter certified mail with return receipt requested to be sure the
bureau receives it. It is also a good idea to include a copy of your credit
report to make sure the bureau checks the right file.

T I P
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Here are two sample forms as they might be filled out: 

Sample Complaint Letter to Delete Inaccurate Information
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Sample Addition of Consumer Statement

Chapter 5
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Use Complaint Letter to Delete Inaccurate Information to draft a letter
disputing errors on your credit report. Use Request for Removal of Outdated
Information to request outdated information be taken off of your credit
report. Request to Merge Inquiries with Account can be used to merge an
inquiry with the account; this helps eliminate excessive inquiries, which can
be red flags on your credit history.

Step 5. Record your actions.

As soon as you mail the letter, log the date for each ding or negative entry
you have protested. Keep related disputes together in a file with copies of
the letter, the credit report, and any other documents you include.

Step 6. Wait for a response.

By law, credit bureaus must respond within 30 days.

Step 7. Send follow-up letters

If the credit bureau does not respond within a reasonable time, write follow-
up letters. Point out that federal law requires the credit bureau to respond to
a consumer dispute within a reasonable period of time or the agency is in
default. Use Reminder to Respond as a reminder. This will be sufficient to
prompt a response from most credit bureaus. Should the credit bureau fail to
respond within 30 days of the reminder, use Demand for Corrected Credit
Report. Failure of the credit bureau to respond in the time alloted entitles
you to have deleted any negative mark on your report that you challenged.

If the credit bureau fails to provide an immediate updated credit report, free
of the disputed entry, you have several methods of recourse:

 the Subcommittee on Banking, Credit and Insurance and the Federal
Trade Commission can bring legal action against the bureau
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 the bureau can be liable to you for damages resulting from further
issuance of the old report

the bureau can also be liable for your attorney fees

It is frequently possible to eliminate negative marks simply by going through
this process of disputing entries. Since many creditors won’t take the time or
make the effort to defend the negative entry, you can eventually repair your
credit through the default of your creditors.

Step 8. Ask for an updated credit report.
At the end of your letters are requests for
an updated copy of your credit report. 15
USC section 1681j of the FCRA requires
the bureau to send a free notification of
any updates to anyone who has received a
copy of the report within six months
previous to any corrections or statements

The bureaus are not
required to send a 

note

copy of the entire report,
but they will often do so

because that is more
convenient for them.

that are added to the report. Therefore, you are entitled to receive a free
update. When you request it, include a request to send an update to anyone
else who has recently inquired about your credit.

Step 9. Compare the new report with the prior
report.

Most bureaus send you an updated report. Compare carefully the updated
report with the original one. Mark with a star any negative entry that

Chances are that you will
not get results on every

protest the first time, but
some progress is likely.

note

has moved up to non-rated, or any
non-rated or negative entry that
has moved up to positive. Notice
that the bureau may delete some
items only because a creditor failed
to respond to its investigation in a
timely manner.
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This commonly occurs; the creditor’s failure to deal with a bothersome piece
of paperwork has now been turned to your advantage and is helping to clear
your record.

Step 10. Repeat the process.

There are probably still some bad marks remaining. Also, it sometimes
happens that a dispute results in an update to an account that is even more

Remember that credit
cannot be rebuilt in a
day. It takes patience

and persistence.

T I P

negative than before. For example,
reinvestigation could uncover the fact
that you actually had more late
payments than were previously
reported.

So what do you do? Now it is time to go
back to the beginning of the process
and start over again. You should put 

your credit record through this process at least twice before going on to
the next phase. Remember that during this process you must be very
careful not to allow any new problems to appear on your record. Keep all
your accounts current or pay ahead of schedule.
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Gaining creditor cooperation

What you’ll find in this chapter:
➠ How your creditors can help
➠ Writing to your creditors
➠ When it’s time to talk to a live person
➠ Getting your credit report updated
➠ The Consumer Statement

Many negative remarks cannot be deleted without creditor cooperation
because the dings are accurate and the creditor persistently cooperates with
the bureau’s request for verification. Your goal then is to persuade your
creditors to soften their stance by either toning down or entirely deleting
their remarks on your credit report. In the next stage we will get more
creative and attempt to persuade the creditor to remove the damaging
remarks completely. But for now we only want to turn those current bad
debts into positive credit ratings. Here are eight steps to follow:

Step 1: Set up a worksheet for each creditor

Accurate record keeping is an essential part of your dealings with the
creditors who still give you bad marks. Use a creditor worksheet containing
names, account numbers, credit remarks, and any other documents,
correspondence or notes you have on your dealings with them.
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Step 2: Write to each creditor

After studying all the facts concerning each account and the nature of the
credit complaints, write each creditor explaining your version of how the
problem arose. Use Explanation for Delinquent Payment as a guide, but don’t
be afraid to expand upon it. Be specific and give all the relevant details,
including full documentation. Perhaps your company went bankrupt
suddenly, or you lost your job. Or perhaps you were detained several weeks
in a foreign country while on a business trip and therefore unable to pay your
accounts on time.

TOTAL CREDIT TRANSFOMATION

Remind the creditor that you eventually paid, and mention that you
appreciated his or her services and products in spite of the payment
problems that arose. Appeal to the creditor’s compassion; ask that the
bad marks be removed now that the account is settled, or ask that the
creditor put a statement into your credit report stating that the account
is paid up.

not
e

In letters to your
creditor, be factual, but
appeal to the creditor’s

sense of goodwill.

T I P

As you write the letter, consider it in
light of your other accounts that may
have been affected by the same
circumstances. Each letter you send
should be consistent with the others
so that, if your creditors’ new
comments appear on your credit file,
they will appear reasonable and 

consistent. Don’t send in weak excuses for late bill paying habits. Use
strong, compelling reasons. Send the letter by certified mail, return
receipt requested. To help document the process, keep a copy of each
letter and receipt with your worksheet file.T I P

Step 3: Order an updated credit report after 30 days

Your letters may convince your creditors to cooperate and remove dings.
Allow about 30 days for the creditor to respond, and then order a new credit
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report to see if the creditor has made any changes in your report. Have the
remaining bad marks been deleted? Have some softer remarks been added?

Step 4: Contact the creditor by telephone

If letters are futile, use the telephone. This will allow you to interact with the
creditor in a more personal way. Before you call, study the information you
have gathered from your credit report, your creditors’ responses, and the
worksheet you have compiled. Then write a simple outline of all the points
that you want to make during your call.

Step 5: Be persistent

Sometimes the first call to a creditor will have no effect. Don’t be bashful or
discouraged. Try again. Be persistent. Talk to a different person. Large
companies will have many people working in their customer relations
departments. Each person will react differently to you, and sooner or later
you may find someone who will relate more positively to your problem.

Offer to send the creditor a letter with the
agreement to update your status in writing,
along with a self addressed, stamped
envelope. (Be certain to obtain the
creditor’s name and office address.) The
creditor should sign the letter and return it
to you for your own records. This letter is
important if the creditor forgets to change
your status or later changes h is or her mind 

Once a creditor agrees
that a change in your 

T I P

report is justified, ask on
the phone that the change

be made in your credit
status.

about helping you. You can send this letter to the credit agency yourself to
repair your credit. 
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Step 6: Send your statement to the credit bureau

If the creditor has not improved the marks on your report, you should write
directly to the bureau and ask it to add your consumer statement to the
account in accordance with 15 USC section 1681i (b) of the FCRA. Your
comments as to why the bill was not paid on time will then be submitted with
your credit report in response to any credit request. Your comments may
greatly mitigate the damage of a particular entry.

You may not want to comment on any one particular entry, but want your
credit record to reflect reasons for a generally poor report. For example, if
you have several negative entries, were they caused by:

Point out your prior track
record. Be convincing that

these problems are
behind you

T I P

 a layoff from work?

divorce?

personal or family illness?  

You see the idea. These unfortunate experiences can hit anyone and are not
likely to recur.

tax problems?

was one definable event that ruined your good credit. Addition of Consumer
Statement can be used to ensure that such a consumer statement is added to
your credit record. Step 7: Wait the estimated time for a reply Now the ball is
again with the bureau. You must wait the estimated time that you established
when you initially persuaded the bureau to remove the dings. In a few weeks
the bureau should reply and may also send you an

Step 7: Wait the estimated time for a reply

Now the ball is again with the bureau. You must wait the estimated time that
you established when you initially persuaded the bureau to remove the dings.
In a few weeks the bureau should reply and may also send you an
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updated copy of your report. If your statement appears positive, you may be
ready to start using your credit again.

Step 8: Try again

Remember persistence. Wait a few months and repeat the process.
After the lapse of time the situation may have changed. See what
happens when you try the creditor again. After a few months have gone
by you may find a new person in the office who will be more
cooperative and willing to help you regain a good credit rating.T I P
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Turn in g around your bad
credit rating

What you’ll find in this chapter:
➠ Negotiating with your creditors
➠ Reaching an agreement with creditors
➠ Your credit and tax liens
➠ Why to avoid using credit clinics
➠ Adding positive accounts to a credit report

Did you know you can successfully turn even current bad debts into a
positive credit rating? Your goal is to approach these creditors and negotiate
repayment plans that sincerely demonstrate your ability to make regular
payments on time, pay off the debts you owe, and revive their interest in you
as a customer. In return you are going to ask your creditors to restore your
positive credit rating.

Working with your creditors
Even if your account has already gone to a collection agency, deal first with
the original creditor. The creditor will not be as persistent as a collection
agency, as it may have already given up any expectation of full payment. By
dealing with the creditor, you may have more flexibility to negotiate the time
or the amount to pay
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A collection agency
receives a 

note

percentage of what it
collects from you, so it will
try to get as much cash as

possible from you.

Often, because of his agreement with the
collection agency, the creditor may not deal
with you after turning over your account for
collection. Remember, the collection agency
is not consumer-oriented and will be more
difficult to negotiate with. Therefore, it’s
always best to do what you can to avoid
having a debt turned over for collection.

If you cannot avoid negotiating with the collection agency, use these five
pointers, which are also helpful when dealing with a creditor:

Make a win-win offer. Keep in mind that your goal is to trade money
for a positive credit rating on your credit report. Perhaps you can offer
to set up a payment schedule in exchange for a promise to improve
your credit rating. For example, you could agree to pay 100 percent of
what you owe in 12 monthly installments in exchange for the creditor
agreeing to recognize your new bill-paying commitment with better
credit ratings. Let’s be even more specific: Perhaps you can agree that
after three months of punctual payments, a negative rating could be
raised to a non rating. Perhaps after six months of regular payments,
the non-rating could be lifted to a positive rating, and so forth.

1)

note You can be very
persuasive if you offer 

to pay 100 percent of the
debt, perhaps with some

interest or a service charge
added.

2) Obtain open account status. It
looks bad when your account is
closed to further purchases, even
if you are making regular
payments. Therefore, when you
are negotiating an offer, ask to
reopen your account while you
uphold your end of the agreement.
If the creditor will give you a clean
bill of
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credit health, your extra effort to pay him is certainly worth it. Caution:
Make sure the terms you finally agree upon are within the range of
your budget so you can faithfully keep your promise.

3) Put it in writing. The win-win negotiation procedure up to this point
can be carried out over the telephone. However, once you have
reached verbal agreement it is vital

Before putting your
agreement in writing, 

T I P

carefully repeat all the points
of agreement with the

creditor over the phone to
get verification. 

 to put it in writing. Type up the
agreement as a letter, sign it, and
send it with a second copy and a
stamped, self addressed envelope.
Before you send the letter, however,
you may want your lawyer to check
the wording. Once the creditor signs
the agreement and returns it to you,
it can become part of your credit
record (see Creditor Settlement
Agreement).

4) Honor the agreement. Now that you have a written agreement, you
need only fulfill it and your credit rating will be restored. So be
punctual. Make every payment on or ahead of time. Be responsible. If
your ability to meet the payment schedule in the agreement should be
threatened by unemployment or illness, inform your creditor right
away, before you miss any payments. Let your creditors know your
plans for meeting the payments, and explore ways to solve your
temporary setback that will meet everyone’s needs

Verify your credit upgrade. Before using your newly improved credit
status, remember to order an updated copy of your credit file to verify
that the creditor has honored his or her side of the agreement and
made the promised changes. Allow a reasonable

5)

T I P
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time period from the date the creditor agreed to make the changes, and then
request your update. If the changes have not been made, call the person who
made the agreement and remind that person of his or her side of the
agreement. 

If the agreed changes are not made, you can dispute the information on your
credit report. Use a copy of the creditor-signed agreement as supporting
evidence for the change.

Tax liens and your credit rating
A tax lien on your credit report will definitely hurt your chances for a loan to
buy a home, business, car, boat or any other major purchase. It may also
prevent you from obtaining credit cards. 

Unfortunately, the fact that you had tax liens may not be erased from your
credit report until the taxes have been paid for seven years. However, a past
lien isn’t nearly as damaging as a current tax lien. That’s why you must be
certain every credit bureau updates your credit history to show that your
outstanding tax liens have been fully paid and discharged.

If you have moved,
there may be liens 

note

filed where you originally
lived. There may also be

several liens for the same
tax liability filed in the same

place. This commonly
occurs if your tax problems

extend over a number of
years. 

Once you have fully paid your taxes, the
IRS must send you a Certificate of
Release of Federal Tax Lien (Form 6
68Z). You must receive a certificate for
each office that has a lien on file. This
may include the clerk of your city, town
or county, the Federal District Court
nearest where you reside, and wherever
real estate transactions for your locale
are recorded. To ensure that you obtain
a Certificate of Release for each lien 

filed, you must conduct a complete lien search. This can be done in several
ways:
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Ask the IRS agent for copies of every lien the IRS has filed against
you.

 Have a commercial lien search service comb the public records.
These firms know how and where to look for liens, but be certain
they know everywhere you lived or worked from the very beginning
of your tax troubles. Also let them know of any change of name. One
reputable company is Docu-Search. The toll-free number is (800)
332- 3034. The company gives good, reliable nationwide service at a
reasonable cost; however, there are many other excellent firms that
provide the same service.

Review your credit report. This may disclose outstanding tax liens,
but don’t rely upon your credit report alone. A credit report may
easily overlook some tax liens.

Conduct your own lien search. It’s very simple. The clerk at the
public recording office is usually cooperative and will assist you in
your search.

T I P

Once you are satisfied you have identified all the recorded liens, make certain
the IRS files a Certificate of Release for each lien. Don’t assume the IRS will do
this on its own. Frequently it doesn’t. You must be diligent in following up on
this or you’ll have outstanding tax liens that will haunt you for years.

Remember that
even one 

note

outstanding tax lien can
ruin your chances for

credit.

Review your credit reports. For each
recorded lien that is not noted as
discharged, you must insist that the
reporting agency contact the IRS or
check the public records to confirm that
the lien has been released. You may also
send the credit bureaus copies of the 
Certificate of Release of Federal Tax Lien. Follow up to make sure your credit
report reflects the discharge of all tax liens against you.
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You can even help your credit picture if you are only now resolving your tax
problems. For example, if you pay the IRS in installments, then your credit
report can reflect the anticipated discharge of your lien because an 

You can be
penalized with poor 

note

credit for many years only
because the credit bureaus are

slow to update your report
and still stubbornly show

outstanding liens. So it is up to
you to clear your credit profile

and rebuild your credit.

agreement has been reached with
the IRS. You can submit a
statement to the credit bureau
and insist that it accompany your
credit report.

It is possible to erase existing (and
unpaid) tax liens by following the same
strategies used for erasing other
negatives. If you challenge a tax lien,
the government does not always
substantiate the lien within the 
required 30 days. In many instances, the government won’t respond to the
credit bureau for 45 to 60 days. Nevertheless, since the documentation was
not provided within the required 30 days, the credit bureau must delete the
tax lien notice and cannot later reinstate it.

T I P

You will be most successful if you attempt to erase the tax lien after your
tax file has been transferred to the governmental archives. This transfer
usually takes about a year. Having your tax file in the archives often
increases the turnaround time to retrieve the records beyond the
required 30 days.

T I P

Bankruptcy, repossession, and
foreclosure
We have shown you how to clear up the majority of things that can occur in a
credit report. However, you may have encountered some serious problems in
your financial past, such as bankruptcies, court claims, repossessions, or
foreclosures. These negatives may stick to your credit report
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after you try every method we discussed. For these major problems we
can only recommend the virtues of patience and persistence. You will be
surprised at how much you can accomplish merely by sticking it out. As
these events drift further into your past, they will become less significant
in your credit history.

T I P

You should know, however, that any adverse information more than
seven years old must be deleted from your file, whether it is challenged
or not. You cannot be penalized forever for past mistakes. One exception 

not
e

to this is a bankruptcy, which may be kept on your record up to 10 years.
Another exception is that if you request credit or life insurance worth $50,000
or more, or apply for a job paying $20,000 or more, the credit bureau may
release an unexpurgated version of your credit history. This otherwise-deleted
information is kept in a separate file that can only be released in the
above mentioned circumstances.

How credit clinics can ease bad credit
Through vigorous application of the Fair Credit Reporting Act (FCRA), many
entrepreneurs have opened businesses that claim the ability to clear your
credit record. The strategy these clinics use generally works, clearing most of
the negative items (true or not) from your credit profile years before they
would have been eliminated under the time limits set by federal law

How do these credit clinics operate?
First, they know what credit bureaus will
not tell you: that each item on a record
must be proven if it is to remain. If the
bureau cannot prove the item, it must be
removed from the file regardless of
whether it is true. The

The strategy of credit clinics
is so simple that you do not
need one to help you repair
your credit; you can easily
and inexpensively do it on

your own.

T I P
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clinics also know that every negative entry can be denied or challenged at
any time. The bureau must then reinvestigate. If the item cannot be reverified
within 30 days, it is automatically removed from the file. 

The clinic will have you send a letter to the credit bureau denying all of the
negative items in your file. You will state that the negative items are
incorrect, or that it isn’t your account, or that you don’t recall making a late
payment. The letter is sent to the bureau with a demand for reinvestigation
of the disputed items. About a month later you will receive a corrected report
that likely has some of the negative items removed. 

How were these blotches removed? There are several things that can force
the credit bureau to erase the items. It may run up against the time limit for
reverification. It could have been very busy and not had the time to handle it
properly. There’s also a small chance that a negative item will be mistakenly
erased. Operators do make errors.

Please note that if you are
currently in controversy 

note

with a creditor, that creditor will
almost always make a strong

effort to keep the negative item
on your record. However, the
urge to keep it on diminishes
once the problem has been

rectified.

When the credit bureau contacts the
original source of the data to verify
account information, sometimes the
creditor does not verify or fails to do so
within the time limit. Some creditors do
not bother to respond to reverification
because it is extra work for them. If you
have had trouble with an account in the
past but it is corrected now, the creditor 

Many creditors keep account information for only two or three years. So if
you challenge an item that old, it is possible that it cannot be verified, since
the records no longer exist.

may not care to continue punishing you, and eventually may give up on
reverification.
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Credit clinics also understand the value of persistence. After one to six
months, the credit clinic will have you send another letter to the bureau,
starting the process all over again. And the clinics usually encourage you
to continue this until all of your negative items are removed. Should you
tire of this at any point, the clinic will have you add a consumer
statement counteracting any negative items that may be remaining on
your credit profile.

T I P

You don’t need to pay a credit clinic to repair your credit. You will still be
doing a lot of the work, and they will not do much else. Follow the guidelines
in Chapter 6, and save yourself the money

Bolster your credit record
What about all of those positive accounts you have that aren’t listed on your
credit report? Do you have sterling payment records that are unmentioned?
If so, you can have these placed on your report.

The law remains unclear about adding favorable items to a credit report,
but the FTC has advised credit bureaus that where a report has resulted
in unfavorable action against a debtor, the debtor should be able to add
to the report to create a more complete and balanced picture of his or
her repayment history. Consequently, most credit bureaus will, for a
small fee, contact any creditor you name and add that creditor’s
favorable information to your file. The charge will usually be $2 to $3 per
item.

T I P

If you feel it will help in offsetting some negative items on your report, or
that it will fill out an otherwise incomplete report, adding a creditor’s
favorable information is well worth the investment.

Call your non-reporting creditors with whom you have a good relationship
and a spotless payment record. Let them know you need your account
information listed on your credit report. Once they agree to release your
account record, tell them which credit bureau will contact them. Do this for
each good account you want listed.
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Next, contact the credit bureau with your list of non-reporting creditors. Ask
the credit bureau to contact these creditors and add the items to your report
as soon as the information is verified, using Request for Addition of
Supplementary Credit References

Once you have cleared your credit report of as many negative items as
possible and added all possible positive items, you should have a new and
reasonably good credit report, one that will give you the credit you need for a
more enjoyable future.
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25 credit scams you must
avoid

What you’ll find in this chapter:
➠ Credit offers that are too good to be true
➠ Loans and cash advances
➠ Tricks credit companies play on you
➠ Repair kits and companies to avoid 
➠ The pitfalls of credit interest

People who are most anxious for credit are those most vulnerable to credit
scams. Most credit scams are clearly illegal. Others stack the deck so heavily
against the borrower that while legal, they are simply unconscionable. 

Credit scams prey upon ignorance and desperation. Some of the largest
corporations in America are nothing more than sophisticated pool hall loan
sharks who routinely fleece their clients. Because credit is big business, all the
pressure that Madison Avenue and modern technology can bring to bear is
used to convince you to sign on the dotted line and enter into a credit “deal”
that is rarely in your best interests. 

Your only defenses? Patience. Knowledge. Suspicion. Learn to be patient
even when desperate. And understand thoroughly anything that requires
your signature. Aggressively question. Be an educated skeptic!
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Exposing the 25 worst credit scams

Credit rackets
flourish because 

note

There are as many credit scams as ways to lend money or extend credit.
While some are elaborate “stings” practiced by professional cons, most credit
scams are of the garden-variety and more easily detected.

they cater to the two basic
elements to every credit
scam—fear and greed. 

We are each motivated by the fear
that we will be denied something we
need, want, or deserve. We also are
motivated by greed, or the desire to
get something we want for nothing.
These two powerful motivators
often blind even the most honest 

and sensible. Thousands of credit-scam complaints to Better Business
Bureaus each month prove the point. What about you? Have you been taken
by one of these scams?

1) Catalogue credit cards

Issued by mail order catalog companies, these cards allow you to purchase
from their company’s catalog. Often called “gold” or “platinum” cards, they
sound like bank credit cards, but are not. You will be offered a high credit line
without any credit check. And if this offer sounds too good to be true, it is.
Why?

The merchandise in their fancy catalogues is overpriced by 50
percent`or more, so you vastly overpay for the credit.

You must make a large down payment (between 40-85 percent of
the price) to cover the seller’s product cost. The company thus
loses nothing by offering extensive credit—even with no credit
checks— because later payments become pure profit to the seller.
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Other credit offers inevitably accompany the cards: expensive
application, memberships, or order processing fees. And while
these companies claim there are no interest charges, the interest is
hidden within the inflated price.

These catalog companies seldom report to credit bureaus, so despite their
claims, you cannot rebuild credit by dealing with them. They are simply a
very easy way to obtain expensive products with very expensive credit!

not
e

2) Telephone credit scams

Here 900 or 976 numbers are leased from the phone companies by other
companies that want to sell you a product or service by phone. But call these
numbers and you pay an additional charge above the normal call costs. This
charge can top 20 dollars per minute! 

How does this relate to your credit? Because credit is the item most
commonly advertised by companies who use these 900 or 976 phone
numbers, they may invite you to call their 900 or 976 number to obtain a
secured bankcard or catalogue credit card. But all you then receive for your
money is a credit application—plus a very large phone bill.

3) Advance-fee loans

While illegal in many states, hundreds of thousands of people are still
victimized by this scam each year. In its simplest form, someone promises to
find you a loan in exchange for an advance fee. This person may call himself a
loan broker, however, after you pay this advance fee, the broker disappears
with your money

Legitimate loan brokers usually collect their fee after they obtain your
loan, with their fee paid from the loan. An advance-fee loan broker, in
contrast, collects before the loan is found.
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It is virtually impossible to
recover your money if the
broker fails to deliver. Be
suspicious of anyone who

asks you to pay for services
before delivery.

There are many sophisticated techniques used to get you sucked into this
scam. You might answer an ad from a professional sounding firm urging you
to call a 976 number for more information, or to receive an application. The

price of the call could be the fee or
you may be asked to pay the fee by
credit card, check or money order.
These advance-brokers frequently
advertise via cable television, radio,
newspaper, flyers and handouts.

Before you hand your money over to
such a broker, contact the Better 

Business Bureau, your state Consumer Protection Agency and the Federal
Trade Commission.

4) Bogus credit repair companies

These companies promise to fix your credit often for an exorbitant fee
that can run into thousands of dollars. Remember, a credit repair
company cannot do anything more than you can do yourself through
patience, persistence and knowledge. And you can do it for far less than
it will cost with a credit repair company.

not
e

Beware if the company
refuses to provide you with

a detailed, written
description of its services

and policies before you
sign a contract.

Credit repair companies often disguise themselves as a legitimate
financial-aid company, debt counselling service, loan consolidation
company, or credit-fix-it company. 
Look for certain warning signs when
you investigate one of these
companies. These include such
impossible claims and false promises in
the company’s advertising, as “No
credit beyond repair,” “Eliminate all
negative reporting including 
bankruptcies,” or “We can get you unlimited credit now, no matter how
poor your credit history.”
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Also be wary if the company claims it can get you a major bankcard even if
you have poor or no credit. 

Credit repair companies use many techniques to draw clients: from court
reported bankruptcies and telemarketing to direct mail advertising. Once
they contact you, they often prey upon your fears with these lies and
deceptions:

Also be wary if the company claims it can get you a major bankcard
even if you have poor or no credit. Credit repair companies use many
techniques to draw clients: from court reported bankruptcies and
telemarketing to direct mail advertising. Once they contact you, they
often prey upon your fears with these lies and deceptions:

They may tell you that file segregation is a legal credit repair
technique. But file segregation is an illegal technique used by some
companies to create a separate identity for a client. This is a federal 

The misrepresentations by
credit repair companies are 

designed to panic you into
seeking their help. The more

desperate you view your
situation, the more you will

believe their extravagant claims.

crime that may also involve
mail or wire fraud. You may
also be sued for civil fraud.

They may also trade on your
fear that bankruptcy destroys
your ability to obtain credit for
ten years. This also is not true.
Most creditors consider
bankruptcy case by case, and
take into account the
reason for the bankruptcy, and whether it was due to circumstances
beyond your control, such as illness or job loss.

Some states have laws that regulate credit repair companies These states
usually require credit repair companies to be bonded (or have insurance to
cover up-front deposits in case they are sued by clients), abide by the FCRA,
inform clients of their legal rights, provide clients with a written contract and
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allow clients 3 to 5 days to change their mind after they sign a contract.
Fifteen states that regulate credit repair companies are:

Arkansas                          Louisiana                        Oklahoma

California                         Maryland                        Texas

Connecticut                    Massachusetts                Utah

Florida                             Nevada                            Virginia

Georgia                           New York                        Washington

Disguised as a debt consolidation company, the credit repair company
also may offer you a very high interest loan with large up-front fees,
possibly secured with your home as collateral. Also disguised as a debt
counseling service may be a bankruptcy attorney using the service as a
“front” to attract clients. Another firm may offer you a national bankcard
which is only a secured bankcard easily obtained yourself without having
to pay an additional fee to the credit repair firm.

What should you do if you do decide to work with a credit repair firm?
First, contact the Federal Trade Commission, Better Business Bureau,
state’s attorney general or the Department of Consumer Affairs to see if
complaints have been filed, or legal action taken against the company.
Second, meet personally with a representative of the company. Have the
company tell you what it can and cannot do for you and get it in writing.
Finally, do not under any circumstances give the company money in
advance.

T I P

5) Credit card cash advances and cash advance
checks
These scams are used by some banks to force you into a high interest loan.
Here’s how it works: You try to cash a check at a branch of the bank
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Madison Avenue has given
cash advance checks fancy

names, but they are still
only another way of using

your credit card.

where you have your account. The teller refuses because it is against bank
policy to cash checks from its other branches, so he suggests that the bank
instead give you a cash advance on your bankcard. But of course, you may pay
a huge advance fee to the bank for issuing the card, and also pay high interest
from the minute you receive the money because banks often eliminate

the interest-free period with cash
advances. If the bank eliminates the
interest free period because of the cash
advance, it can do so for the entire
balance of your bill. You could therefore
pay as much as 285 percent interest,
even though you fully paid the entire
cash advance within 30 days. Some 

banks will charge you additional interest on any unpaid balance in your credit
card account. This ploy is known as pyramiding

Cash advance checks work exactly the same as credit card advances. The
charges still appear on your monthly credit card bills and are subject to the
same unconscionable interest rates.

6) Overdraft protection

This so-called “protection” can easily destroy you financially and is a variation
of the cash advance scam. Here’s how it works: If you write a check that
exceeds your account balance, the bank honors the check and charges the
difference to your credit card account. The bank will point out that since you
avoided bouncing a check you avoided a bounced check fee. 

But here’s what you will pay: Because “protection” is usually rounded to the
nearest 100 dollars, if you exceed the balance in your checking account by
even 5 cents, the bank advances you the full 100 dollars. You are now also
liable for all the other costs associated with credit card cash advances. The
bank will apply the extra $99.95 it forced you to borrow and reduce your
credit card account, while the bank collects interest on your “loan.”
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7) “We waived your minimum monthly payment.”

This is one of the credit card companies most pernicious scams and is ever
popular at times of increased spending, such as Christmas. Even though no
minimum payment is required that month, you will continue to accrue
interest. If your debt is already high, and you accept this offer several times a
year, (sometimes you will receive this offer for six consecutive months) you

Taking advantage of
a company’s offer to 

note

waive a monthly payment may
free you from that month’s

payment, but you don’t save
money—you simply increase

your debt. 

will seriously increase your debt and
make the bankcard company
considerably wealthier. A minimum
payment plan (an average of 18 percent
interest with a 2.5 percent minimum
payment) will have you pay $4,230.83
on a $2,000 debt over the 12 years and
9 months it will take you to pay it down.
Imagine how much longer it will take,
and how much more it will cost if every 

one of those 12 years includes months in which you omit the minimum
payment.

A popular variation is when you walk into a store in August to buy a big ticket
item and the salesperson explains that if you buy the item today, you need
not make payments until January. What the salesperson doesn’t mention is
that January’s bill will include finance charges from August.

8) Insurance from your credit card issuer

If you want insurance,
see an insurance broker
who is independent of

any bankcard.

T I P

Insurance offered by a credit card issuer
is usually unnecessary and always
overpriced! The terms are the worst to
be found anywhere, whether
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it be life insurance, disability, unemployment, hospital insurance or any other
type of coverage. Be particularly skeptical about credit insurance. Banks love
to sell this overpriced insurance because the banks are the beneficiaries as
the payment is used to pay your outstanding balance if you die, while they
collect hefty premiums in the interim.

9) Credit card registration services

Ask yourself: how often
in your lifetime are you
likely to lose all of your

credit cards? 

note

These companies offer you protection from loss of your credit cards with just
one phone call. If you pay 15 dollars a year for this protection, it will 
ultimately cost you hundreds of
dollars to have avoided a few toll-free
phone calls. And each time you add or
subtract a credit card from your list
you must still notify the registration
service by mail and store that
correspondence. It is far easier and 
cheaper to keep your own records and notify the credit card companies
yourself.

10) Mail order loans
Some bank will eventually send you a non-negotiable check. Simply fill
out the short application and the bank will send you a real check for the
stated amount. Beware. This is only another cash-advance mail order
scheme. The bank will tempt you with very low minimum monthly
payments, but the annual interest is likely to be the highest possible legal
rate.

For instance, a $3,000 loan at 1.8 percent interest per month and paid in
monthly installments of 2 percent will take 77 years and 3 months to fully
pay. And you will have paid $24,734.58 in finance charges. Why else would
the bank offer to lend you more money?
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11) Advance tax-refunds
This loan is against an anticipated tax refund and only begins to make sense if
you have a large tax refund. Why? This is because the fee you are charged is
computed on an annualized rate, as though you borrowed the money for an
entire year. But you may be borrowing the money for only four weeks. If you
expect a $1,100 refund and pay a flat fee of $84 you are paying an effective
annual interest rate of 92 percent. However, if you expect a $3,000 refund,
the annualized rate drops to only 12 percent.

12) Second mortgage scams
These are most-common to the home improvement industry where con men
offer to make home improvements in poor neighborhoods to people with
considerable equity in their homes. They are always prime targets of this
scam. The contractor arranges financing for his victims with lenders who
offer second mortgages with very

Avoid contractors who
offer “package deals”
which usually involve

kickbacks.

high interest rates and loan
origination fees. Sometimes a
contractor can convince the home
owner to sign a trust deed to secure
the work on the home. Even if the
owner is dissatisfied with the work, 
the contractor can force the sale of the home to collect his money.

13) Bait and switch conversion loans
Here unscrupulous loan brokers offer you a below market rate mortgage—if
you first accept a mortgage loan with very high interest. You are promised
that it will be converted to a lower interest mortgage, but until that happens
you must continue to pay the interest. Beware. Conversion to the low-
interest loan seldom happens.
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14) Waiving your rights
Always read finance agreements carefully. Some agreements contain
clauses stating that in the event of legal action, the consumer waives all
legal defenses. Never waive your legal rights. You absolutely need them in
the credit game!

15) Illegal finance charges

Any credit card issuer that provides an interest free grace period must mail
your bill at least 14 days before interest is due. This gives you the chance to
pay the bill without incurring a finance charge. If you receive the bill too late
you are essentially forced to accept a finance charge—and this is illegal.

16) Invasion of privacy

While not a scam, it is a serious credit problem and one that continues to
grow. This usually involves a technique called prescreening—or
prequalification for credit. 

Here’s how this happens. Suppose the issuer of a new bankcard wants to find
people with perfect credit who also earn at least $50,000 per year. The
credit bureau, from their own files, can generate a list of potential customers
featuring those qualifications. The company can also send its own list to the
credit bureau, and the credit bureau can delete non-qualifying names. You
may be on this list with neither your knowledge nor consent. Companies can
then uncover your financial characteristics without seeing your actual credit
report.

The only way you can discover this is by inspecting your own credit
report. If the word “promotional” or letters “prm” appear in the “inquiries”
section, it means your file was prescreened. You can request that the
credit bureau not include your file in any prescreening program, but
presently, the credit bureau is not obligated to honor your request.

T I P
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 A company maintains a computerized list of persons who file
malpractice suits against doctors and hospitals. This list enables
medical personnel to screen out potential “troublemakers.”

A company keeps an index of patients who don’t pay their bills, and
hotel guests who damage or steal property and don’t pay their
lodging bills.

A company that offers landlords “inside information” on tenants.

These bureaus and services do not notify you when your name is used
by a third party. You are thereby denied your right to question the
agency and have them reinvestigate. This is illegal because it violates the
FCRA.

17) Suicide rollovers

This scam plays on the pressure of mounting debt and pretends to be a
simple debt reliever: Take a cash advance from one credit card and use it to
repay other credit cards. The more credit cards you have, the more credit
cards you can manipulate. No cash is required. And if you have a large
portfolio of credit cards you can continue to make minimum payments for a
long while. 

In the credit business these are called suicide rollovers because instead of
facing your debt, you choose to commit financial suicide. This scheme
contains most of the negative points discussed in the other scams. You don’t
buy time, you simply buy more debt and gain more creditors. Some financial
advisors even suggest that in “good times” you obtain as many credit cards as
possible so you will be prepared for the “tough times.” This is one dangerous
trap on the road to sound credit management.
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18) Shotgunning credit applications

This is just dumb. By mailing in as many credit applications as possible, you
end up with a massive inquiry list on your credit report. That will only further
hurt your chances for credit. Still, this is recommended by some credit
advisors who should know better.

19) Debt consolidation

You apply for more credit to combine your debts into one payment.
However, this immediately signals to a lender that you cannot meet your
monthly payments. Additionally, interest rates are usually high or you must
put up collateral to guard against default. This is a good strategy if you can
repay the loan, but a bad strategy if you cannot.

20) Mortgage reduction information kits

These expensive kits which cost hundreds of dollars, and are peddled door to
door, contain no information that you cannot find elsewhere for free or a few
dollars. They all tell you the same thing: cut your mortgage payments into bi-
weekly installments to save interest! the problem is that only a few banks will
accept bi-weekly payments.

21) Pre-payment penalties

This costly provision, usually found in the fine print of a loan agreement,
is designed to keep you forever in debt. If you should fully pay the loan
before it is due, the lender then forces you to pay a penalty. To pay a 5
percent penalty of the remaining $50,000 on your mortgage, will cost
you an extra $2,500. Negotiate this out of the contract! Also find out if
your state restricts this type of clause. Many do.

not
e
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22) Prepaid interest

The fine print may also include an “add-on-interest” clause. Such interest is
added to the total amount of your loan before the lender calculates your
monthly payments. The total amount of the loan is then divided by the
number of required payments. There is no advantage to discharging the loan
early, because the fine print says interest will not be refunded, so you would
not save if you pay early. For example, if you borrow $5,000 and the interest
for the term of the loan is $500, your total loan is $5,500, whether you pay in
20 months or two months.

23) Uncapped variable interest rates

These are also dangerous to your financial health. A capped variable interest
rate is an interest rate that fluctuates with the prime interest rate, but never
rises above a certain point. In contrast, an uncapped variable rate may start at
nine percent, but with no ceiling, can rise to 20 percent or more as happened
in the early 1980s. Variables rate are always dangerous but this type of rate
leaves you without any protection whatsoever.

24) Non-interest bearing deposits

These deposits do draw interest—but not for you! Insist that if the terms of
the contract are not satisfied by a certain date, any monies deposited by you
will begin to earn interest at prevailing money market rates.

25) Food freezer plans

This plan has many interesting variations. Some sell you food with low
monthly payments. Others force you to buy enormous quantities, while
others only discount your opening order. And still others are not transferable
outside your geographic area. These plans eagerly extend credit because they
all have one goal: To get you to buy the freezer at three to five times what
you can buy
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a comparable freezer for at a local store. These plans are even more grateful
if you lease the freezer, because at the end of the contract you must return
the freezer. Be very careful with food plans. Read the fine print carefully. Do
the math. Joining these plans is rarely a good deal from a credit viewpoint.

Things to keep in mind
There are, of course, many other credit scams. And new ones are conceived
daily. But how do you avoid them?

Avoid quick-fix
solutions. If it sounds
too good to be true, it

probably is.

T I P

 be patient

 be suspicious

 read the fine print

do not sign anything that you
do not understand

 check references

 practice good credit management

Key points to remember:
 If monthly payments are low, the interest rate is usually high.

Always figure the total cost of your loan at the end of the loan
period.

 Have all charges explained to you and put in writing.

Be sure any merchandise you buy on credit is competitively
priced.
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Be wary of deals that seem to good to be true.

Do not be afraid to negotiate

Seek credit from those who report to the credit bureaus.



My name is Aazim Sharp, I’m the founder and CEO of L.E.A.F Credit Solutions,
a national credit restoration and financial service company. I’ve helped my
clients legally remove more than 137,000 negative accounts permanently from
their credit which has led to my clients getting approved for more than
36,000,000.00 in cash and credit loans to purchase homes, business, cars and
get high limit credit cards. 

In today’s world, most things you want to do for your family or yourself are
connected to a number. That number being your credit score. Your credit score
is connected to buying a house, buying a car, business loans and personal loans
and “how much you pay” on those loans is determined by this score. You may
be struggling with poor credit due to either not knowing that there was a score
that could be affected by your choices, or have lack of credit because you
didn’t know you needed to build anything. Both of these are problems of
education. 

Today’s education lacks in teaching anyone about credit, then if you aren’t
taught about it at home, you are fighting an uphill battle. I understand this all
too well, I grew up in a home and community where we didn’t talk about credit
and thus by the time I was married, our credit scores were not suitable for the
goals we had. Creditors gave us very few options to fix it. I spent the next few
years learning and becoming an expert in Credit Repair, along with becoming a
Certified FICO Professional and Credit Improvement Strategist. This is why we
started Leaf Credit Solutions, to help educate and improve you on your credit,
so you aren’t restricted and can live the live of your dreams. 

Aazim Sharp | CEO & Founder - L.E.A.F Credit Solutions 
Certified FICO Pro, Credit Transformation Strategist

www.leafcreditsolutions.com1.856.452.0795 as@leafcreditsolutions.com


