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This publication is designed to provide general information regarding the subject matter covered.
However, laws and practices often vary from state to state and are subject to change. Because each
actual situation is different, specific advice should be tailored to particular circumstances.

For this

reason, the reader is advised to consult with his or her own advisor regarding their specific situation.

The author and publisher have taken reasonable precautions in the preparation of this book and

believe the facts presented in the book are accurate as of the date it was written. However, neither the
author nor the publisher assumes any responsibility for any errors or omissions.
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Credit Management

A mortgage is the largest purchase you will make and the higher your credit score is before applying the more

money you will save. Taking some time to improve your credit score before you begin the process of buying a
home can save you a lot of headache and money in the long run. Negative information on your credit report can
hurt your chances of getting a home loan and one with a reasonable rate. Mortgage lenders are requiring higher

credit scores today than in the past, during the housing boom. There are still a few options for borrowers with
less than perfect credit, but the more you can improve your credit score, the better.

If your score is below 580, you may have trouble qualifying for a home loan and need a larger down payment. If

you do all you can to improve your credit score, you will open up more possibilities in terms of loan options and

are likely to get a much better interest rate. Lender will use the middle of the three scores to calculate the par
interest rate for you mortgage loan so it is very important to know what is showing up with all three bureaus.

The “par rate” is also known as the base rate before buy downs can be used. A buy down is the discount fee

paid to buy down the interest rate. Even improving your credit score by twenty points could save you an
average of 0.25% on your interest rate, which amounts to approximately $3,000-$4,000 in interest savings. For

example, the difference in rate between a 580 FICO borrower and a 640 FICO borrower is about 1% or higher.
Depending on the loan amount that could equal to thousands of dollars in savings.

Like it or not, the credit report is a very important component to the home buying process. Taking a cold, hard
look at your credit report can be the most grueling part of the process, but we’re here to remove some of the
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brain strain for you.

Keep reading for a deeper understanding of your credit score, why it is important, and

what you can do to improve it.

What is a credit report and why does it matter?
Credit scoring is a system that the credit bureaus have developed to help creditors determine if they
should grant you credit and how much to charge you in fees and interest rates.

How do I get a copy of my credit report?
You can request a free credit report every year from www.annualcreditreport.com. You are entitled to a free
report each year from each credit bureau. Make sure to review each of your reports from Equifax, Experian and
Transunion and look for any errors. There are many other websites where you can pull your credit. Just be
mindful of those who boast that they offer “Free” credit reports and be sure to read the fine print. There are

websites that offer an estimated score and credit monitoring for free such as www.credit.com and
www.creditkarma.com. It will alert you when updates have been made and you can get a fresh report each
month. You should never have to pay for this type of service. A mortgage or Tri-merge credit report is graded
differently and may vary from the soft credit pulls that you order online. Since it is more detailed, the score may
vary up to 50 points from a hard credit pull that a lender will use.

If you prefer you can also send in a request form by mail. Complete this form and mail it to the address on the
form:
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A credit score is a calculated rating of your creditworthiness. This score can range between 300-850.
850 mid-FICO score being a perfect score. A credit report, which is basically your credit history as

reported to the three major credit bureaus - TransUnion, Experian, and Equifax; is often used by
lenders of all kinds, as well as employers, landlords, etc. to determine the likelihood that you will repay
your loan(s) and provide clues to your reliability.

How is my credit score calculated?
There are five key factors taken into account when your credit score is calculated:

1.

Payment history (35%) - It is no surprise that payment history is at the top of this list and has the

most impact on your score. It has a direct correlation with your ability to repay your loan on time,
and that is primarily what lenders want to know about you when they pull your credit. Late and
missed payments are reflected on your report and can decrease your score by at least 20 points
each time.

2.

Credit balances (30%) - Use it, but don’t abuse it. It is good practice to use a maximum of 30% of
your available credit. Your credit score is hurt when you go over 30% and even more so when you
use up all of your credit or go over your credit limit. For credit cards, best practice is to pay it off at
the end of every cycle if you need to use your cards frequently.
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3.

Account Variety (10%) - Lenders like to see variety in your accounts. It reflects better on your

report when you have at least one revolving card (credit card) and one installment loan. Even
different kinds of revolving accounts are better than having all department store credit cards. So,
mix it up a bit! 10% of your credit score depends on it!

4.

New Accounts (10%) - Your account activity on newer accounts is a more accurate reflection of
your current financial situation and your current borrowing habits. For this reason, not only is it

important to keep your new accounts under control, but also it is important to not open too many
accounts in a short period of time. Doing so can negatively impact your score and raise a red flag
to lenders inquiring.
5.

Account Time (15%)

Having accounts open longer shows your ability to keep up a good relationship with your existing

lender(s) for an extended period of time. This will show potential lenders that you have the

wherewithal to maintain a good, lasting relationship with them as well. For this reason, it is best to
not close any good standing accounts, even if you do not use them.
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Collections
Original creditors legally can sell a charged off debt (they receive a tax credit) to a junk debt buyer for pennies

on the dollar. The collection company then sends you an “offer” and discloses in small print that if they do not
hear back from you that you are acknowledging the account they hold now belongs to you and they will begin

the process of reporting it to the credit bureaus as a collection account. It is always best to immediately
respond with a “debt validation request” to force them to prove you have a binding agreement with them with
proof of your wet ink signature, which they do not have. Collections on average account for about a loss of 20

points off of your credit score. Paying off a collection older than 12 months old will re-age the account and

dropped your score even more. Lenders usually do not require you to pay off any collections unless they are

over $2,000, older than 24 months unless it is a rental/housing collection. Some lenders may just calculate the

monthly payment at 4% and hit the debt to income ratio. Lenders want to make sure that the collection

company does not put a lien on the home once you close. If the lender isn’t requiring you to pay it off it is best
to let it runs its course for the remainder of the 7 years that it is required to be listed (from the last date of
activity) and the credit bureaus will remove it automatically. If the account is less than 11 months old and you
settle the account you can try asking for a “pay and delete”, but before you agree to pay them for this alleged

debt, make sure to have them put it in writing and send you a confirmation first. After you have made the
payment, ask for them to send you a letter of satisfaction and report it to the credit bureaus immediately. It is
best to also send a copy of your request and proof of the paid debt to each bureau just to make sure it does get

done. It can take up to 90 days to update with the bureaus. Medical collections are very common. See if they
can rebill your insurance provider.

Credit Inquiries
When you apply for credit, the credit inquiries legally will stay on your credit file with the bureaus for two years.
Creditors look to see how many inquiries you do have and if there are too many it may cause a red flag and they

may deny your loan. You lose 5 points for each type of inquiry that is done (mortgage, credit card, auto,

department store and personal loans) within 14 days. It is best to shop around within the first few days of
pulling the first one to avoid any additional hits to the score.

A soft inquiry, or soft pull, is a term used to refer to an inquiry into your credit history that does not adversely
affect the credit score. Often, you are not even aware that there has been a soft inquiry on your credit report.

For example, if you receive a solicitation in the mail offering you a credit card, the credit card company has most
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likely conducted a soft pull to see if you qualify. When mortgage lenders preapprove you for a loan, they initially

use a soft pull. Potential employers use it as a part of background checks, and your current credit card

companies use soft inquiries to check up on you. Banks use them to verify that you are who you say you are
when opening an account. If you check your own credit report, which you can do for free once a year, this is

done with a soft pull. Most of the time, you do not even know when they occur, and they do not affect your
credit report. Credit monitoring sites are considered soft pulls and many creditors offer it as a free service, but

also to alert themselves if your credit has fallen. They may cancel or lower your limit if that is the case.
Alternatively, if your credit score shows improvement and you have made your payments on time they may
raise your limit.

A hard pull on a credit report is different; it does affect your credit score. Anytime that you are actually getting a

loan or a new credit card, the lender conducts a hard pull on your credit report. This stays on the record. It also

lowers your credit score by about five points for six months. For this reason, it is important to guard your credit

report from too many hard pulls. If you get a store credit card just to save 10 percent on a single purchase, you
have hurt your credit score. That is probably not worth the 10 percent savings. Some banks even use a hard

pull if you are opening a savings account, so be sure to check your potential bank’s policy. Additionally, the
incentives that credit card companies offer for signing up may not be worth the hit to your credit score.

A good rule of thumb for your credit report is to try to avoid any inquiries that are considered hard pulls. By

limiting them, your credit will be in good shape and you can qualify for the best interest rate available to you
when it comes time for you to apply for a loan that you truly need.

Number of Accounts
Credit cards should be used as leverage to gain buying power, but most people do not understand the concept

and get in over their heads. It is generally common practice to have many credit cards with balances on all one’s

cards, while some are maxed out to the limit; this actually reduces your credit score quite a bit. It is always best
to pay off balances each month to avoid high interest and additional fees. You are graded on the amount of

credit you are given and how much of the limit you are using. It is best to try not to use more than 30% of your
limit to obtain optimum credit score points. People with 800+ scores have several accounts open that they are

not using. You need open accounts to keep your score high. When the account is not used for two years or
more, the creditor will close the account for your protection and you will not lose any points, but if you close a
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good standing account you will lose 20 points each. So, if the creditor isn’t charging you any service fees, then
just leave it open and use it every so often; pay off the balance right away.

As a reminder, you should not open any new accounts until your home loan has closed and funded or you may
risk getting denied.

Credit Worthiness
Credit worthiness is a major part of what mortgage lenders review to assess the likelihood that you will

default on your loan and if are eligible for a mortgage loan and the mortgage interest rate that is

available to you. The lender will request a Tri Merge credit report from Equifax, Experian and
Transunion. The credit report is more detailed and graded differently than a report you will pull. It will
show your credit history for all open and closed accounts.

It will also list your identification,

employment, where you have lived, credit inquiries, collections and public records.

Compensating Factors
While your credit scores are very important, it is not the only thing that lenders review in considering
your approval for a mortgage loan. Your FICO score (an average score from the three major credit
bureaus) is one of the factors, but not the only one. Compensating factors that can balance a lower
credit score can include having large down payment, additional cash reserves seasoned in your bank
account(s) for 60 days or more and a low debt-to-income (DTI) ratio.

Credit Repair
If looking to refinance your existing mortgage, or buying a home, have a copy of your credit report sent

to you at least 90 days in advance of applying for a mortgage loan. Each year you are entitled to a free

credit report. It is important for you to pull your credit at least once a year to make sure all
information is correct and up-to-date and to keep an eye out for fraudulent activity on your credit
report. If you fail to do so, you risk holding up the loan process. You want to make sure your credit
report is as ready as it can be.
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Goodwill Adjustments
If you’ve been a good customer, a lender might agree to simply erase that one late payment from your
credit history.

You usually have to make the request in writing, and your chances for a “goodwill

adjustment” improve the better your record with the company (and the better your credit in general),
but it can’t hurt to ask. Some creditors want you to send in a written request. A longer-term solution
for more-troubled accounts is to ask that they be “re-aged”.

If the account is still open, the lender might erase previous delinquencies if you make a series of 12 or
more on-time payments.

Disputing Old Accounts or Errors
If you have an account that ends up in collections, more than likely the debt will soon be reported to

the credit bureaus. If it is an error, you can protest that the charge was unjust, or you can try disputing

the account with the credit bureaus. State the facts and request deletion of the account. If the
collection company cannot supply proof that you owe the debt with a written contract/agreement,

they are required to remove the dispute. (Read more at http://www.consumer.ftc.gov/articles/0149debt-collection.)

Your credit scores are calculated based on the information in your credit reports, so certain errors
there can really cost you, but not everything that’s reported in your files matters to your scores. (Read

more at http://www.consumer.ftc.gov/articles/0151-disputing-errors-credit-reports.) The older and
smaller a collection account, the more likely the collection agency won’t bother to verify it when the
credit bureau investigates your dispute. The credit bureaus will investigate the account and notify you
of the disposition within 30 days.

Liens and Judgments
Lenders will require that all government loans, tax liens, judgments and back child support be current

and paid off. Prior to applying for a mortgage arrange to pay off the judgment. Some creditors will
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accept a settlement for less than the balance due. Make sure to get the settlement offer in writing

prior to paying it off. Mortgage lenders will not close on a new home with an unpaid judgment. They
know that if they do, the judgment holder can turn it into a lien and potentially foreclose on the
property.

Make sure to get a document of the payoff and the release of the judgment from the county clerk’s
office and submit a copy to the three credit bureaus right away so you credit file is updated before you

apply for your home loan. Keep all the canceled checks and ask for a release of the judgment from the
court and save this for the several years for your records. Provide your documentation to the
mortgage company when you apply for the new mortgage. The mortgage company will require proof
of the judgment's release.

Every mortgage requires title insurance; this insurance guarantees the mortgage lender’s first position

on the title of the home. Even if the judgment doesn’t show up on your credit report, the title
insurance company will search for judgments through the county databases.

Open Disputes
If applying for a mortgage loan, it is unacceptable to have any accounts with an open dispute, whether
the accounts are open are closed. All disputes must show as resolved, removed or settled. You will
have to contact the credit bureaus to ask them to remove the dispute. If you are already in the process

of a home loan application you will have to request a rescore to be done to remove the disputes with
the credit agency the lender is using. The fee for the rescore may cost about $35 for each bureau,

which will take about 72 hours to come back. The drawback of doing a rescore to remove the dispute
is that your credit score will drop 20 points.

The best way is to call the bureaus directly and ask them to remove the verbiage from each account:
Experian
475 Anton Blvd.
Costa Mesa, CA 92626

714-830-7000 - Ask for an Executive Customer Service Team to end the dispute(s), hours are 8AM-5PM Pacific
Time.
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Equifax
1550 Peachtree St, NW
Atlanta, GA 30309

404-885-8300 - Ask for an Executive Customer Service Team to end the dispute(s), hours are 8AM-5PM Pacific
Time.

TransUnion

555 W Adams St

Chicago, IL 60661
312-985-2000 - There is a machine greeting. Stay on the line and you will be transferred to a live person. Ask to
speak with representative in the Special Handling Department to end the dispute(s), hours are 8AM-5PM.
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Sample of a Request for Investigation of Credit Report Letter

[Date]

[Your Name]

[Your Address]
[Experian, Equifax or TransUnion address]
Attn.: Consumer Relations
I am requesting with this written notice that the following inaccurate items be removed from my credit report.
The items are not correct and are causing me financial distress because of their derogatory information. The
items are as follows:





[Creditor]
[Account number]
[Rating (e.g., curr was 30, charge off, 90 days, etc.)]
[Reason why it should be removed: i.e., not mine, never late, disputed before yet still remains, incorrect
information like payment history, date opened or balance owed.]

I understand you are required to notify me of your investigation results within 30 days.
My contact information is as follows:
[Your name, not signed]
DOB: [Date of birth]
SSN: [Social Security number]
[Address]

Sincerely,
[Your name, signed]
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Sample of a Dispute Letter to Credit Bureau Letter
Provide any proof you have with this dispute.
[Date]

[Your Name]

[Your Address]
[Experian, Equifax or TransUnion address]
To whom it may concern:
In reviewing my credit report, I realized there are several inaccurate listings. These accounts are incorrect and
several are outdated. The following accounts need to be investigated immediately to reflect my true credit
history:

Acct: [-xxxx-xxx:]
This account is listed as being 60 days late. I have never been late on this account.
Acct: [-xxxx-xxx:]
This account is listed as being 30 days late. This account does not belong to me.
Acct: [-xxxx-xxx:]
This account is listed as being 60 days late. The creditor lost my check and agreed to correct the late notation.
(Enclosed is a copy of their letter stating such).

Additionally, you are reporting several other accounts as delinquent that are past the seven-year reporting time
as allowed under the Fair Credit Reporting Act. The following accounts should be deleted immediately:
Acct: [-xxx:] over seven years old
Acct: [-xxx:] over eight years old
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Acct: [-xxx:] over seven years and four months old
Please forward an updated copy to me at your earliest convenience with the above noted corrections. My
current address is listed above.
Sincerely,
[Your signature]
[Your printed name]

You may also submit a letter in writing or use the form below:
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Healthy Credit
Again, each year, you are entitled to a free credit report. It is important for you to pull your credit at least once a

year to make sure all information is correct and up-to-date and to keep an eye out for fraudulent activity on
your credit report.

Once you have gotten your credit score back to health, you should take steps to ensure that your credit score
remains in good shape. Here are a few tips and a couple reminders to do just that:












Stay on top of your debt payments. Even one late payment can bring your score down up to 20
points. Setting up automatic debit payments will help prevent payments from becoming past
due.

Keep your credit balances below 30% of your credit limit.

Do not accumulate too much credit. Having too many loans/credit cards can negatively affect
your credit. If you have too many accounts, lenders will view you as a high-risk borrower that
would be unlikely to pay back your loan/debt.

Try to eliminate having your credit pulled too often.

Make sure to budget your credit card charges to pay them in full within 6 months. Use bonuses
or tax refunds to tackle those accounts to eliminate paying high interest and junk fees.

New credit is important to build credit. Try not to apply for too many accounts at one time.

Creditors like to see at least one installment loan, one credit card and one department store
account in good standing when granting credit for a new account.

Do not close any good standing accounts; you can lose up to 20 points for each.
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Federal Trade Opt-Out Tip
Do you receive unsolicited credit card applications and junk mail? Many people are unaware that when
you have a creditor pull your credit, the credit bureaus have the right to sell your information to
thousands of marketing companies for 90 days. The good news is the Federal Trade Commission has
given you protection now to stop them from selling your information. Read the information on this

website www.optoutprescreen.com. Under the Fair Credit Reporting Act (FCRA), the Consumer Credit
Reporting Companies are permitted to include your name on lists used by creditors or insurers to make
firm offers of credit or insurance that are not initiated by you firm offers. The FCRA also provides you the

right to "Opt-Out", which prevents Consumer Credit Reporting Companies from providing your credit file
information for Firm Offers.

Click the blue tab at the bottom and opt out "permanently." Print and sign the authorization form and
mail it in right away. Once this has been processed your master credit profile with the credit bureaus

will flag your profile that you will be less likely to have your credit pulled (low risk). It takes a few weeks
to get set up in their system. Normally, for every 20 points you improve your score it will give you about
0.25% better in interest rates for credit cards, auto loans, personal lines of credit and mortgage loans.
This

could

save

you

thousands

of

dollars.

http://www.consumer.ftc.gov/articles/0127-getting-mortgage-offers.

For

more

information:

If you don't have access to the Internet, you may send a written request to permanently opt out to each

of the major consumer reporting companies. Make sure your request includes your home telephone
number, name, Social Security number, and date of birth.
Experian

TransUnion

Equifax, Inc.

P.O. Box 505

P.O. Box 740123

Innovis

Opt Out

Name Removal Option Options

Consumer Assistance

Allen, TX 75013

Woodlyn, PA 1909

Pittsburgh, PA 15230

P.O. Box 919

Atlanta, GA 30374-0123

P.O. Box 495

If you choose to “Opt-Out,” you will no longer be included in firm offer lists provided by these four
consumer credit reporting companies. If you are not receiving firm offers because you have previously

completed a request to “Opt-Out”, you can request to “Opt-In”. In doing so, you will soon be among the
many consumers who can significantly benefit from having ready access to product information on
credit and insurance products that may not be available to the general public.
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Get Help from the Experts. Platinum Mortgage Company offers Stated, Low Doc, Alt-A, SubPrime, Non-Prime and Bank Statement Home Loans. Call 800-385-3657 or email us at
info@pmccanhelp.com.
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