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Objectives
• Develop an understanding of credit
• Explain the steps to obtain a copy of your credit report
• Review a credit report
• Describe factors that impact credit worthiness



Credit, Credit Reports, & Credit 
Scores

•Credit: A contractual agreement in which 
the borrower receives something of value 
now and agrees to repay the lender at 
some later date. 

•Credit Reports: A record (Snapshot) of 
how you borrowed and repaid debt.

•Credit Scores: A statistical number that 
evaluates a consumer’s creditworthiness 
(risk level) based on credit history. 



Fair Credit Reporting Act-1970
• The act that regulates the collection of credit 
information and the access to credit reports. It 
ensures: Fairness, Accuracy, Privacy of the 
personal information contained in your credit files.

Adverse Action
• Must be given in writing, orally, or electronically
• Provide name, address, and phone number of 
company that provided the report

• Notify you of your right to receive a free copy of 
report (request within 60 days)

• Explain your right to dispute inaccurate info



Types of Credit
• Revolving (Open): Variable Payments

• Installment (Closed): 
    Fixed Payments

• Open (Charge) – Balance Paid in Full 



Impact of Credit Reputation 

Positive Credit Reputation Negative Credit Reputation

• Low interest rates
• More options
• Saves you Money

• High interest rates
• Lack of options
• Spend more money
• Turned away from loans



Ways to Damage Your Credit

• Irresponsible credit card use
• Late payments
• Missing payments
• Bankruptcy
• Owe lots of money



Credit Bureaus

•Credit bureaus collect information from 
companies and lenders you do business 
with.

•They use that information to create your 
personal credit report.

•A credit report is comprised of four sections.



  



Video Link: How do I get a 
copy of my credit report?

https://youtu.be/ZML1Huzc4eI?si=b8c5d7Q790WSVc7f
https://youtu.be/ZML1Huzc4eI?si=b8c5d7Q790WSVc7f


Components of Credit Report

•Personal Information
•Credit History
•Public Records
•Inquires



Sample Credit Report: Personal Information

•Name
•Address
•Social Security 
Number

•Date of Birth



Sample Credit Report: Payment History 
• Includes all of your open 

and closed credit accounts 
and how you’ve done 
repaying them.

• When your account is at 
least 30 days late, your 
report will reflect that on 
your account by placing a 
“30, 90, or 120 in place of  
the “okay”.

• Acronyms may be used for 
collection or charged off 
accounts or other items.

• Each credit report has a key. 



Sample Credit Report: 
Public Records Related to Finances

• Public Records
• Property Liens
• Bankruptcies

• Bankruptcies
• Chapter 13 (partial debt forgiveness with debt payment plan) (stays on 

your credit report for 7 years)
• Chapter 7- full debt forgiveness (not including student loans(some 

exceptions) (stays on your credit report for 10 years)



Inquires (Stays on your credit report for two years)
Hard Inquires: Impacts your credit

• Ones that you initiated by 
filling out a credit application 
for:

• Credits Cards
• Loans
• Insurance

Soft Inquires: Does not 
impact credit

• Companies that want to send 
out promotional offers to a 
pre-qualified group

• Pre-employment checks
• Checking your own credit



Credit Report Review Checklist



Length on Report

Type of Account Time Frame

Credit Inquires 2 Years
Late/Missed payments 7 Years
Collection Accounts 7 Years
Chapter 13 Bankruptcy 7 Years
Chapter 7 Bankruptcy 10 Years
Closed Accounts in good 
standing

10 Years

Open Accounts in good standing Indefinitely



Who Can See Your Credit Report?
•Banks
•Collection Agencies
•Creditors
•Employers
•Government Agencies
•Insurance Companies
•Landlords
•Utility Companies (including cell phone)

* In some cases you sign a release for access!



Errors!

• Complete online form
• https://www.experian.com/disputes/main.html
• https://www.equifax.com/personal/disputes/
• https://www.transunion.com/credit-disputes/dispute-your-

credit
• They have 30 Days to resolve the dispute
• Complaints: Contact Consumer Financial Protection 

Bureau
• www.consumerfinance.gov/complaint/

https://www.experian.com/disputes/main.html
https://www.equifax.com/personal/disputes/
https://www.transunion.com/credit-disputes/dispute-your-credit
https://www.transunion.com/credit-disputes/dispute-your-credit
http://www.consumerfinance.gov/complaint/


Fraud!
• Contact the credit bureaus and request that they place 

a fraud alert (Good for 12 months) on your account. 
They will need to take steps to verify the information 
surrounding the suspicious activity.

• File a report with the police and the Federal Trade 
Commission (FTC).  www.ftccomplaintassistant.gov

http://www.ftccomplaintassistant.gov/


Fraud Alerts & Credit Freezes



Credit Freeze

• Freeze and 
Unfreeze your 
file for free

• Available for 
kids under 16

• Contact each 
of the credit 
bureaus



Credit Scores
• FICO (Fair Issacs Corporation)
• Vantage

• 580-690 Considered Fair for Rentals / 620 Usually Minimum



FICO Pie Chart
• Payment History
• Amount Owed
• Length of History
• New Credit
• Types of Credit Used



Video Link: Understanding Your FICO score

https://youtu.be/d5K98YiJJfk?si=utdoVKYmhl4Un_XG


Action Items

• Correct Errors
• Work with the Creditor
• Address Student Loan Defaults
• Check Public Records
• Delete Old Information
• Explain Damaging Items
• Threats (Know Your Rights)
• Avoid Credit Repair Agencies

7 yrs – Collections, 
Judgements, Tax Liens, 
Criminal Records
10 yrs – Bankruptcies
Life – Convictions



Rebuilding Credit
• Stabilize (Pay Your Bills On Time)
• Establish New Accounts (Secured Credit)
• Build Credit in Your Name
• Explain Damaging Items



Video link: 
What is the best way to negotiate 

with a debt collector?

https://youtu.be/itifUh4J5OI?si=CEvBlg12fWg1sntY
https://youtu.be/itifUh4J5OI?si=CEvBlg12fWg1sntY
https://youtu.be/itifUh4J5OI?si=CEvBlg12fWg1sntY


Improving Your Score

• Look for apartments that don’t check credit
• Letters of Recommendation (Especially prior landlords)
• Find a Co-Signer or Roommate
• Explore larger deposits 
• Show your income

Renting with Bad Credit

• Pay bills on time.
• Reduce debt.
• Keep balances low (30%)/credit limits.
• Apply for & open new lines only when you need them.
• Check your credit report for accuracy and clear errors as soon 

as possible. 



How Much Credit Can You Afford?
Percent For Current Debt

(Does not include mortgage)
Take on Additional Debt?

10% or 
less

Safe limit; borrower feels little 
debt pressure

Could be undertaken 
cautiously

11 – 15% Possibly safe limit; borrower 
feels some pressure

Should not be undertaken

16 – 20% Fully extended; borrower hopes 
that no emergency arises

Only the fearless or 
foolhardy ask for more

21 – 25% Overextended; borrower 
worries about debts

No, borrower should see a 
financial counselor

26% or 
more

Disastrous; borrower may feel 
desperate

Impossible; borrower will 
probably declare 
bankruptcy



How Much Credit Can You Afford? 
CDR and DTI Ratio

Example:
• $1800/mo. - disposable income
• $200 – Credit cards
• $190 – Car Payment
• $500 -  Mortgage payment

CDR calculation:
$390.00÷ $1800 = 

21.6% (CDR)
DTI calculation:

$890.00÷ $1800 = 
49.4% (CDR)

Consumer Debt Ratio (CDR) = Consumer Debt Repayments
Debt to Income Ratio (DTI) = All Debt Repayments 

 



Video Link: 
What is Debt-To-Income Ratio 

and why does it matter?

https://youtu.be/St2yBWsFBjE?si=DIrykIVIpzYXruFF
https://youtu.be/St2yBWsFBjE?si=DIrykIVIpzYXruFF
https://youtu.be/St2yBWsFBjE?si=DIrykIVIpzYXruFF


Summary - Program Highlights

• You have a better understanding of credit
• You know where to obtain a copy of your credit 
report

• You know what is contained in your credit report
• You are confident that you can use and manage 
credit responsibly

• You understand factors that impact credit 
worthiness 



Understanding Credit and Credit Reports
Thank you for being here today!

Jesse Ketterman
jketterm@umd.edu

mailto:jketterm@umd.edu
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