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CREDIT SCORES & REPORTS: WHAT DO YOU MEAN MY CREDIT IS RUINED?

This session will cover the gamut of credit scores and credit reports: how scores are calculated;
what goes into improving or hurting a credit score; and what clients can do to improve a credit
score—and how to counsel clients on the same.

INTRODUCTION TO CREDIT REPORTS & CREDIT SCORES!

In this introductory section on credit scoring, we will:
e Define a credit score
e Visualize how a credit score works
e Highlight main factors of a credit score

e Provide key credit report elements that impact a credit score

Credit scoring replaces burdensome, error-prone, manual reviews with neutral, empirically-
sound results.

A credit score is:

e A quantification that represents a snapshot of a consumer’s risk level based on their
credit history at a particular point in time

e A means to capture past credit information to determine the predictive characteristics of
future payment performance

e An estimate of the odds or probability that a particular event such as a delinquency will
occur in the future

! The information and graphics contained in this section are being used with the permission of TransUnion LLC and
are subject to copyright. © 2018 TransUnion LLC All Rights Reserved.
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To understand credit scores, it’s helpful to picture how a model works:

Six months of bureauAtime-series data (for example)

' N\

Historical data 24 months of performance 9/17

Historical Observation Performance
period period period

Most generic score are comprised of five key components:

35% Payment History

15% Credit
History Length

30% Amounts
Owed

10% New
Credit

10% Types of
Credit Used

Most common factors that negatively impact a credit score include:

History of late/past due payments/failure to make payment
Having no credit/limited availability of credit

Having too many inquiries

Proportions of revolving balances to credit limits too high
Judgments against you/bankruptcy
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COMMUON CREDIT REPORTING & SCORING ISSUES PRIOR TO, DURING &

L.

2.

10.

11.

12.

13.

FOLLOWING BANKRUPTCY CASES

. Common Credit Reporting and Scoring Issues Prior to a Bankruptcy Case:

Is credit counseling as damaging as bankruptcy?

Which type of bankruptcy, Chapter 7 or Chapter 13, negatively impacts a credit score the
most?

Can a debtor purchase a car after bankruptcy?

How long is it before a debtor can purchase a house after a bankruptcy? See “Summary —
All Waiting Period Requirements” below.

How long before a debtor can obtain a credit card after bankruptcy?
How long does bankruptcy stay on a credit report?

How much does a bankruptcy impact a credit score?

Can a bankruptcy improve a debtor’s credit score?

Does filing bankruptcy influence the cost of insurance products such as car and
homeowner’s insurance?

How can a consumer rebuild their credit after filing bankruptcy?
How low will a credit score go after filing bankruptcy?

Does filing bankruptcy after judgment/foreclosure/sheriff sale impact a credit score more
than filing first?

Should a prospective debtor obtain a copy of their credit report before filing?
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B. Common Credit Reporting and Scoring Issues During a Chapter 7 Case:
1. Can a debtor buy a new vehicle before entry of discharge?
2. What is the effect of a reaffirming a secured debt on a credit score?

3. If a debtor doesn’t reaffirm a secured debt but continues timely paying, how with the
creditor report to the credit reporting agencies?

4. Does filing effect the credit score of a non-bankrupt co-debtor?
5. Does filing effect a spouse’s credit score?

6. Does failing to reaffirm on a secured debt delay a debtor’s ability to reestablish their credit
score following bankruptcy?

7. Should a debtor open a credit card with a minimal credit limit to reestablish their credit
immediately after filing?

8. What is the best way to start rebuilding credit after a bankruptcy?

9. If a debtor must replace a vehicle after filing, what will be the interest rate charged by the
lender?

10. If a debtor must replace a vehicle after filing, will they have to purchase the car from a buy
here/pay here lender?

11. Will a debtor be able to rent a house or apartment after filing?

12. Can a debtor buy a home on contract with an option to purchase?
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C. Common Credit Reporting and Scoring Issues During a Chapter 13 Case:

1.

2.

10.

11.

Can a debtor buy a new vehicle before entry of discharge?

Can a debtor refinance their mortgage during a Chapter 13 bankruptcy? See “Summary —
All Waiting Period Requirements” below.

Can a debtor purchase real estate during a Chapter 13 bankruptcy? See “Summary — All
Waiting Period Requirements” below.

Is it true that a Chapter 13 debtor’s credit doesn’t start to reestablish until after a discharge
is entered?

Is it true that Chapter 13 is worse for credit than a Chapter 7 bankruptcy?

How should creditors report to the credit reporting agencies during a Chapter 13
bankruptcy proceeding?

How high will interest be on a car or real estate purchased during a Chapter 13 bankruptcy?

Should secured creditors report pursuant to the original contractual terms or pursuant to a
confirmed plan?

Are creditors required to report to the credit reporting agencies?
What are the Metro 11 Guidelines?

Can a debtor require creditors to report to the credit reporting agencies a certain way
through language included in a confirmed Chapter 13 plan?
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D. Common Credit Reporting and Scoring Issues Following Bankruptcy:
1. Should all debts be reported as discharged?

2. How should long term debts that survive bankruptcy such as mortgages and student loans
be reported following bankruptcy?

3. What if a creditor doesn’t properly report that a debtor received a discharge?
4. How does a consumer contest inaccuracies in a credit report?
5. Should a consumer obtain their credit report immediately following bankruptcy?

6. Can a consumer commence litigation against creditors for failing to properly report
following a bankruptcy?

7. If so, is the litigation filed in bankruptcy court or elsewhere?
8. What is the Fair Credit Reporting Act?
9. What is the process for bring an action under the Fair Credit Reporting Act?

10. How does a post-petition in rem mortgage foreclosure effect credit? See “Summary — All
Waiting Period Requirements” below.

11. Is there a multiplying effect of judgments, foreclosures and bankruptcy?
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E. Summary—All Mortgage Loan Eligibility Waiting Period Requirements:

4 years from dismissal date

Waiting Pericd with Extenuating
Derogatory Event Waiting Period Requirements Girg bl
Bankiipley — Chapter 7 or 11 A years 2 years
Bankiuptcy — Chapber 13 2 years from discharge date » 2 years from dischangs date

s 2 years from diemssal date

Preforeciosure Sale (shodt sale], or
Charge-Cff of Morngage Account

Muiltiple Bankruptcy Fiings 5 years from the most recent discharge 2 years fnom the mest recent dischange or
oo dsmissal date if more Ban one filng dismissal date |F more than one filing within
walhin The pasd 7 years e past T yems

Fareclosure T years 3 years

Additicnal requirements afler 3 years upto 7

emrs

s B0 mameram LTV ratios

* Purchase, prncipgl residence

® Limied cash-ou refinance. all oocupancy
types

Derisdein-Lmu of Foredosune 4 years 2 vears

https://www.fanniemae.com/content/guide/selling/b3/5.3/07.html

171



172

2018 HON. EUGENE R. WEDOFF SEVENTH CIRCUIT CONSUMER BANKRUPTCY CONFERENCE

Hon. Eugene R. Wedoff Seventh Circuit Consumer Bankruptcy Conference, October 8, 2018

OTHER HELPFUL INFORMATION ABOUT
CREDIT SCORES & CREDIT REPORTS?

A. Credit Reporting 101:

1. How it works:

Creditor requests Credit profile used o
Consumer applics information about determine whether to
for credit consumer™s financial authonze credit—and if

so, at what interest raies

*

Credit reporting
compantes updaie
consumer’s mlonmation

history

Credit granior reporis
Consuemer is granied {or actvities back 1o credit
denied) credit

reporling companies
every 30 days

2. What is a credit report?

r"ﬂ—_
Lists the type of Prepared by Tells lemders
credit a consumer Summary of credit reporting Details a how much
wses, (he lemgih of

time the accounts
have heen apen,
and whether the
consumer has
paid their hills on
time

Consumer’s
financial
reliability

companies for use
by credit grantors
and other parties
with permissible
purpose

consumer”s eredit
history as it has
heen reported

eredit a
consumer has
used and
whether they
are secking new
SOurces

2 The information and graphics contained in this section are being used with the permission of the Chicago Chapter
of Care (Credit Abuse Resistance Education). Please visit www.carechicago.org for more information.
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3. Types of credit reports:

Consumer disclosure . Lists all inquiries including limited
(Consumer version) inquiries and account reviews

2. Omly consumers can request this

VETSION

Subscriber report 1. Abbreviated wersion of consumer
(Credit grantor version) credit report that creditors see

2. Does NOT contain limited inquiries
O aCeount reviews

3. Contains credil inquires

4. Elements of a credit report:

What is in a credit report? What is NOT in a credit report?

Race
Gender
Religion

& Identifying information
& Credit history

& Inguiries

Sexual orientation

National origin

Medical history

Checking or savings account balances
Income

Driving record

PIRFRIRIRFIIO®

Report card

173



2018 HON. EUGENE R. WEDOFF SEVENTH CIRCUIT CONSUMER BANKRUPTCY CONFERENCE

Hon. Eugene R. Wedoff Seventh Circuit Consumer Bankruptcy Conference, October 8, 2018

5. Credit management tips for clients:

¢ The single most important component of your credit score is whether you make payments
on time.

(A late payment stays on your credit history and impacts your credit score for as long as 7
years. However, the impact lessens as time passes.)

e Check your credit report every three months

e Improve your credit score 50 points or to above 650

e Reduce your debt balances to below 35% of available credit limit
e Create a budget and stick to it

e Dispute negative inaccuracies on your credit report

e Remove expired debts and collection accounts

¢ Consider refinancing

¢ Guard against identity theft

6. Top 5 misconceptions:

TN

174

report

Your credit Closing old Once you pay Being a co- Paying off a
score will drop | accounts will | off a negative | signer docsn’t |debt will add 50
if vou check improve vour record, it is make you points to your
your credit credit score | removed from | responsible for | credit score

report your credit the account
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7. Steps to take when your client finds a mistake:

L.

First, correctly identify inaccurate information
Next, contact the credit grantor responsible for the inaccuracy and try to resolve the issue

If this does not work, contact the credit reporting company(s) reporting the inaccurate
information

Credit reporting company(s) will investigate the issue

At the conclusion of the investigation, or within 30 days, you’ll be contacted
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B. Credit bureau contact information for attorneys and clients:

TransUnian

Crder Credid Reparr:
B0 BEox 1000

Dspute Inmformaiion: FErond Freeze!

PO, Box 2000

TU Fderactive (Credin Momitorimg)
PO B 2000 100 Crass Straaf, Swite 202
Chester, PA 19022 Chester, PA 19022 Chester, PA 192022 San Luis Obwspo, CA 93401

(800 848 = 4213 (800) 916 = §500 (8007 650 = 7289 (Fraud)  (£55) 681 = 3194
(377) 553 - 7803 (TDD)  (610) 546- 4771 (FAX)  (8388) 909 — 3372 (Freezs)

A LT A RO 0T R TR RO, CEmLy WK TR BRI, CERLL

176

SR AL RO, (O

Equifax

Qrder Credit Repart:
PO Box 740241
Atlania, GA 30374

(B0) 635 = 1111
(866) 478 - 0030 {TDD)

www equifax com

Pispute Informarion:
PO Box 740256
Atlania, GA 30374

(800) 685 = 1111

woaryy equiface com

Frawd Freeze:
Py Box 106506
Atlanta, GA 303438

(800) 525 = 6285

woww e faoe com

Experian

Lirder Uredid Hepori:
PO, Box 2002
Allen, TX 75013
(EBE) 397 = 3742

TR SXpeTIan. 0

Innovis
Urder Uredid Repori:

Afterhon: Consumer Assistanee
PO Box 1689
Piﬂﬁl!lryl‘ PA 15230

(B00) 540 - 2205

BRI ONVEE oL

Lhsperte Imformalromn:
PO Box 9701

Allen, TX 75013
(B88) 397 = 3742

WA EXPErIAn SOtk

Dspeie Informaliomn;

Attention: Comsumer Assistance
PO Box 1640
:I-’m‘ﬁbnlg:h‘ PA 15230

(B00) 540 - 2505

T VLS S0

Frawd Freeze:
PO Box 9554
Allen, TX 75013
(BES) 397 = 3742

WA EXPET AR COn

Frawd Freese:

Attn: Consumer Assistance
PO Box 26

]Jl‘l'hhl.l.l'gh_ PA 15230
(B00) 540 - 2505

VN LTSS, O

Oflrer:
Oipt Ul [roin Pre-approved

{For all Credit Bureans)
(877) 322 -B1liB
TR O hos) Creel COm

Anoual Credil BEeporl Bequest 5enice”™

PO Bax 105281

Atlania, GA 30348.5281
(BBE) 567 877) 322 - 822K
(BO0) B21= 7232 (TDD)
W anme leredtraport. oom

(As of 7/10/15.)

* e Ammna ert'ﬂl'lﬂemrt.rnm

is rhe only afficial websire where
consuraers can obiain their E
aredit repart from Tramsl winn,
Equfax and Experian vearly.
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In this introductory session on credit scoring, we will:

(

(4 Define a credit score
4 Visualize how a credit score works
& Highlight main factors of a credit score

4 Provide key credit report elements that impact a credit score

TransUnion ©2018 TransUnion LLC All Rights Reserved | 2
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N
Credit scoring replaces burdensome, error-prone, manual tu
reviews with neutral, empirically-sound results \/

A credit score is:

* A quantification that represents a snapshot of a consumer’s
risk level based on their credit history at a particular point in
time

* A means to capture past credit information to determine the
predictive characteristics of future payment performance

* An estimate of the odds or probability that a particular event
such as a delinquency will occur in the future

TransUnion ©2018 TransUnion LLC All Rights Reserved | 3

<
To understand credit scores, it’s helpful to picture how a ctu
model works \./

Six months of bureau time-series data (for example)
A

4 Y
<—Iistorical data 24 months of performance g:¥f
Historical Observation Performance
period period period
TransUnion@ ©2018 TransUnion LLC All Rights Reserved | 4
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Most generic score are comprised of five key components \ f

35% Payment History

15% Credit
History Length

30% Amounts
Owed

10% New

Credit 10%Types of
Credit Used

©
TransUnion ©2018 TransUnion LLC All Rights Reserved | 5

N
Most common factors that negatively impact a credit score ctu
include: \/

(4 History of late/past due payments/failure to make payments
4 Having no credit/limited availability of credit

& Having too many inquiries

J Proportions of revolving balances to credit limits too high

& Judgments against you/bankruptcy

®
TransUnion ©2018 TransUnion LLC All Rights Reserved | 6
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