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Credo: CRED o (kreed’ o) v. 

trust 

 

Credit : CRED it (kred’ it) n.  
value; worth  
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First Impressions 
 



  

 To create innovative solutions for asset 

building organizations to help low and 

moderate income families build stronger 

credit and financial access in order to 

grow their businesses and/or personal 

assets. 
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CBA Mission 
 



 CBA has a diverse active board representing: 
 

– ACCION International 

– Capital One 

– Center for Financial Services Innovation (CFSI) 

– Central Vermont Community Action Council 

– Ethiopian Community Development Corporation EDG 

– Justine Petersen Housing 

– JVS Chicago 

– Mission Asset Fund 

– Opportunity Finance Network 

– Prosperity Works (New Mexico Assets Consortium) 
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CBA Board 
 



CBA implements our mission through three main activities 
 

1) Innovative Products and Services 

 

 CBA Reporter community lenders report borrower data through our 
unique partnerships with major credit bureaus. 

  
 
CBA Access: we negotiate low cost credit reports for lending, credit 
education, and measuring outcome. 

  
 
Business Reporter: micro and small business lenders report 
business/commercial information to Experian BIS and D&B 
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CBA’s Work 
 



 
 

2)  Knowledge Sharing, Training and Consulting 
 

 Credit Builders Toolkit: online resource sharing tools, strategies and best 
practices 

  

 Credit Builder 5-Step © Trainings, TA and Workshops: webinars, on-site 
trainings, Credit Outcome and Credit Builder Loan Development consulting  

 
 

3)  Research and Awareness Raising 
 

 Credit Outcome Tracking: effective objective longitudinal measure 

 

 Longitudinal Research: with Justine Petersen & Chicago LISC 

 

 
 

CBA’s Work 
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By the end of this workshop, we hope you will: 
 

Better understand today’s credit economy 
 

Value credit as a financial asset 
 

Have new strategies to build credit 
 

Connect credit building to your diverse work 

Asset-Based Approach to read a Credit Report 

Access to credit reports and scores 

Ideas for an Opportunity Loan for your target market 

Options to measure outcomes with credit reports 

 
 

Find Credit Builder Toolkit a helpful clearinghouse 
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Training Goals 
 



 
 

 

 

Today’s Credit 
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Part 1: 
 



ñEnabling CBAôs clients to report data to us expands the 

credit system to many individuals who have not had the 

benefits of an established credit history in the past. We 

applaud CBA for their pioneering work, and we are 

looking forward to seeing the results of our joint efforts.ò  

- Zaydoon H. Munir, Sr Vice President, Experian 
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CBA Reporter 
 



Small Business. Small Bureaus. 
 

• Small retail merchants traded financial info about 

customers to minimize risk 

• Merchant associations turned into small credit 

bureaus 

• Only negative credit information reported 
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Credit Reporting: 

the Beginning 
 



 Big Business. Big Credit Bureaus. 
 

• Uniform electronic data furnisher process (Metro2 

and e-Oscar) 

• Elimination of intermediaries 

• Expanded use of credit scoring & Automated 

Underwriting Systems (AUS) for businesses 

nationwide 
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Credit Reporting 

Today 
 



 Fair Credit Reporting Act 
 

• Credit bureaus responsible for integrity and accuracy of 

data in databases 

• Consumers have right to see & dispute information and 

receive verified response within 30 days 

• Data providers need to report fully and consistently and 

verify data upon dispute 

 

…all this in a VOLUNTARY system 
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Credit Reporting 

Today 
 



 Fair Credit Reporting Act 
 

Consumer Rights created circa: 

1971  View, dispute and correct records 

1996  Verified response within 30 days from credit bureaus 

2003  Fair and Accurate Credit Transaction Act added 

2004  Free Credit Reports and “Fairly priced” scores 

2010  FACTA Accuracy/Integrity and Direct Dispute rules 

2011  FACTA Risk-based pricing notice 
 

For more info: www.privacyrights.org 
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Credit Industry 

Today 
 



FCRA and FACT Act  

 

1996:  First Time Furnisher Duties Imposed 

– Accuracy 

– Correct and update 

– Report certain information 

– Investigate disputes received from credit bureaus 
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Credit Industry 

Today 
 



VOLUNTARY for-profit system 
 

Increased costs of reporting 

   

Data in/Data out Issues 

 

Underrepresented Low-Income 

And Minority Communities 

Collection Agencies  

to the rescue!  
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Credit Industry 

Today 
 



 

Good Credit scores provide access for most  

business transactions 
 

BUT … 
 

Individuals, entrepreneurs and communities  

with low or poor traditional credit have few  

opportunities to build good credit 
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Catch 22 
 



40% of US population have no score or a low credit score 
 

• 15 percent of the U.S. population - between 35-50 million people – 
have no credit files or thin files and are “unscoreable.” 

• 25 percent of the population have poor scores (lower than 650 
FICO) 

 

Low credit scores = “underbanked”  
  

40% of US population are using alternative financial services  
(CFSI)  
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Financial System: 

Cut Two Ways 
 



Credit Card(PIF) 

 

Credit Card (balance) 

 

PayDay Loan 

 

0% loan 30 days 

 

22% APR 

 

400% APR 
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Two-Tiered 

Financial System 
 



 
 

 

Credit Builder 5-Step©  

 

Working with Clients 
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Part 2: 
 



Step 1 :  Rethink: Credit = Asset 
  Impart importance of good credit 

 

Step 2 :  Know the Score 
  Pull a credit report – Financial Resume – at every client intake  

 

Step 3 :  Get Good Stuff Going 
 Build good credit first before dwelling on bad debt. 

 

Step 4:   Create a Credit Action Plan 
  Help clients plan to get good credit going 

 

Step 5:   Delve out of Debt  
 Help clients develop strategies to save, negotiate and pay off debt 
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Credit Builder  

5 Step© 

 



Step 1:  Rethink: Credit = Asset 
ñmany people are creditworthy, but not credit educatedò 

 

 Impart importance of good credit 

 Help your client “own” their credit report 

 Share Client Packet! 

   

  
       Credit Builder Tool:  Credit Builder 5-Step 
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Re-think  

Credit = Asset 
 



Credit is a Financial Asset 
 

Having a good credit score will save approximately $250,000 in 

interest throughout our working lives 
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CBA Theory of 

Change 
 

Re-think  

Credit = Asset 
 



Credit Building is 

Asset Building 

“Credit building may be the most cost-effective and 
efficient asset building tool.”  

 Robert Boyle, Justine Petersen Housing, St. Louis 

JP’s Premise: 

• The single most important factor in developing and increasing 
long term assets is attaining and maintaining a high credit score.   

• As advocates and practitioners we have a responsibility: 

– to recognize how important good credit is in our financial 
culture, and by contrast how debilitating bad credit is 

– to convey information to our client/customer about how to 
begin to get good credit and how to safeguard or improve her 
credit if hard times hit. 
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  ñOur Salary Advance Loan is like an IDA on steroidsò 

Jim Blaine, NCSECU 

 

 Each month our members save $70 compared to what they would pay a payday 

lender. We extend 50,000 loans per month – this translates into monthly 

“savings” of $3.5 million leaving more than $42 million more in the pockets of 

NC residents each year.  

 

 Each time a loan advance is processed, five percent of the advance is placed 

into a "Cash Account" and pledged as collateral for the Salary Advance Loan. 

    

ñFor many, this is the first savings account theyôve 
ever had in their life!ò  
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Credit is a Financial Asset 
 

Having a good credit score will save approximately $250,000 in 

interest throughout our working lives 
 

V A car buyer can save $50/month on a 36-month car loan.  

 

VA renter has access to apartment in community with good schools. 

 

VConsumer has security and utility company deposits.  
 
 

 
© 2010 Credit Builders Alliance, Inc. Some rights reserved.  

CBA Theory of 

Change 
 



 
Yes! helps families build wealth – a home, a business, education.  

 

Yes! offers access to safe, affordable financial services  

 

Yes! impacts opportunities with growing number of businesses: 

• landlords/rental housing 

• insurers 

• auto lenders 

• employers 

• banks -- checking, savings, and investment accounts 

• utilities and phones 

• medical providers 
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Re-think  

Credit = Asset 
 



 

Potential Savings over 30 years = $92,160 
 

So 

30 year fixed mortgage of $300,000 

FICO score  Monthly Payment  Total Interest  

620 $1,815.00  $353,400.00  

650 $1,711.00  $315,960.00  

700 $1,559.00  $261,240.00  
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Source: www.myfico.com 

Re-think  

Credit = Asset 
 



Good grades but bad credit? 
 

It is difficult to obtain a private student loan with FICO score below 630-650.  

85% to 95% of private student loan borrowers have credit scores of 650 or higher.   
 

Borrowers with worst scores pay 5% - 6% more interest.  

And fees as much as 9%. This means 20% - 40% higher monthly payments  

 

 

Students with bad credit pay DOUBLE over the lifetime of the loan.  

 
 

 

Source: www.finaid.org 
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Re-think  

Credit = Asset 
 



Potential Savings over 5 years = $6,288 
Source: www.bankrate.com 

$10,000 auto  loan, 5 year term  

Score  Interest Rate  Monthly Payment  Total Interest  
Paid 

Low  25% $294.00  $7,611.00  

Okay 12% $222.00  $3,347.00  

Excellent  5% $189.00  $1,323.00  
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Re-think  

Credit = Asset 
 



So, what is Credit 

Building?  
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Re-think  

Credit = Asset 
 



 

X Credit Repair -  help individuals remove information on the credit report they 

know to be true 
 

? Credit Counseling  - created to offer “debt management plans” as bankruptcy 

alternative 
 

! Credit Education - general educational information around credit through 

websites, workshops, etc. 
 

! Credit Coaching – goal-oriented relationship to offer strategies to change 

behavior so clients build and maintain credit and assets 
 

! Credit Building - asset building products and services to help people create or 

improve their credit 
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What is Credit 

Building? 
 



 

 

 

X Credit Repair    =  fixing history 

 

? Credit Counseling    =  dealing with crisis 

 

!  Credit Building   =  skills for future 
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What is Credit 

Building? 
 



Case Management 
• Coordinate provision of resources and services for clients 
 

Counseling 
• Focus on a specific event or problem 

• Deals with symptoms, not cause – i.e. too much debt, foreclosure 

• Crisis orientation 

• Shorter relationships provides help through issue - i.e. traditional credit 

counselor will offer debt management plan 
 

Coaching  
• Focus on skill building and changing behaviors  

• Focus on long-term outcomes 

• Teaching content based on client’s unique self-defined needs and goals 

• Ongoing, collaborative process 
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Client Approaches 

Overview 
 



 
 

What is an ongoing, collaborative process?  
 

• Support to practice new behaviors  

• Help identify resources without managing service 

delivery  

• Empower clients to gain greater clarity on what is 

important to them in life  

• Facilitate building a comprehensive plan that supports 

desired outcomes  

• Effectively coach throughout the implementation of 

plan 
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Coaching 
 



 

Credit Report 
 

… it is their FINANCIAL RESUME 
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CBA Theory of 

Change 
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Step 1:  Rethink: Credit = Asset 
 

 Coach towards Financial Resume  

 Review Client Packet 

 

 

 

 

Reflections 

Re-think  

Credit = Asset 
 



Step 2 :  Know the Score 
  

 Know the credit PROFILE of your client base  

 Pull a credit REPORT at every client intake  

 Know what is driving the score – it may be what is NOT 

on the report 

 
       Credit Builder Tools: 

• Community Credit Profile Survey 

• Consumer Access to Credit Reports 

• Nonprofit Access to Credit Reports 
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Know the Score 
 



 

 Decades of credit bureau data shows 

that when a borrower is 30 days late 

they are MUCH more likely to 

become 90 days delinquent – and 

default.  
 

… or is this just for mortgages?  
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Know the Score 
 



Scoring is impacted by changes: 
 Product  
 Consumer behavior 
 Credit bureau competition 
 Underwriting and Bank Behavior 

 

FICO 98 Mortgage Score FICO 04 Car Score 
FICO 08 VantageScore FICO Expansion 
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Know the Score 
 



35% -- payment histories on your credit accounts, with 
recent history weighted a bit more heavily than the 
distant past. 

30% -- amount of debt you have outstanding with all 
creditors. 

15% -- how long you’ve been a credit user (a longer history 
is better if you made timely payments). 

10% -- very recent history, based on your efforts to obtain 
loans or credit lines in the past few months. 

10% -- mix of credit you hold, including installment loans 
(like car loans), leases, mortgages, credit cards. 
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Know the Score 
 



What is the new 
VantageScore? 

 
• Created jointly by the three 

major credit bureaus 

• Range is 500 to1000  
 (FICO scores ranges from 350 to 850) 

• Same model for all three 
bureaus -- only score 
difference will be different 
data across bureaus 

• Scores for thin file and 
bankruptcy populations 

 

Source: www.vantagescore.com 

 

Payment 
history  

32% 

Utilization 

23% 

Balances 

15% 

Depth  
of credit 

13% 

Recent 
credit 

10% 

Available 
credit 

7% 
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Know the Score 
 



Consumer Access to Reports 

 
ü  Credit Education Reports  

ü  Always a soft inquiry report (no impact on score)  

ü  100% match (no other “John Smith” gets his data) 

ü  No online report without SSN - EIN not accepted 

ü  Original Creditor Info required for collection accounts 

ü  List of Soft Inquiries 

ü  Date of First Delinquency  

ü  Steps for consumer to dispute/correct errors 
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Know the Score 
 



Consumer Access to Reports 
 

www.annualcreditreport.com 
•  Free consumer report from each of the three bureaus (Federal) 

•  Scores cost money 

•  Different scores available 

 - VantageScore from TU & Experian 

 - FICO from Equifax 

 

www.myfico.com  

May purchase credit reports with FICO scores for TU & Equifax 

 

www.creditkarma.com  
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Know the Score 
 

http://www.annualcreditreport.com/
http://www.myfico.com/
http://www.karma.com/


Non-Profit Access to Reports 

 
ü Same report sold to businesses that offer credit 

ü Report generated based on information provided – SSN 

not required 

ü Original Creditor often Masked for Privacy 

ü No list of Soft Inquiries 

ü Employer reports mask EOE info; no score 
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Know the Score 
 



Credit Builder Loan  
 

Client Profile: 
More than 50% of 1,000 clients has no credit profile 

Other 50% have credit score average of 600.  

Most low score from default/bad tradelines only.  

Lots of Payday loan debt led to debt consolidation loan 
 

Product Loan Amount: up to $2,500 

Term: 24 months 

Interest Rate: 10.25% -12.25% 
 

Process:  

1) Credit report review 

2) Confirm outstanding debt 

3) Complete Credit when Credit is Due course 

4) Receive loan up t $2,500 to pay off debt 

5) Build credit history and access business loans 
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Step 2 :  Know the Score 
  

 Know the credit PROFILE of your client base  

 Pull a credit REPORT at every client intake 

 Access credit REPORTS regularly to track progress 

and coach clients 

Look at how clients are ACTING – making on-time 

payments, keeping debt low  

Use any score to track progress 
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Know the Score 
 

Reflections 



Step 3 : Get Good Stuff Going 

 Build NEW good credit first before dwelling 

on old bad credit; new on-time payments 

improve your credit quicker. 

 Partner with a financial institution to open a 

Secured Credit Card – BANAMEX! 

 Create a Credit Builder Loan. Report it 

through CBA.  
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Good Stuff Going 
 



Loan Amount: $150 

Interest Rate: Flat $30 

Term: 12 months 

Monthly Payment: $15 

 

Successes:  

• Ms. Jones filed Chapter 7 Bankruptcy in January 2006.  In September 2006, 
her credit report accurately reported zero balances on all accounts and no 
credit score.  She opened a Credit Builder Loan and made six on-time 
payments.  In February 2007, her credit score is 637. 

 

• Ms. Clemons had $4,500 in unpaid collections and a $1,500 civil judgment. 
In July 2006, she had no good lines of credit. Her credit score was 457. In 
September 2006, she opened a Credit Builder Loan and a US Bank secured 
credit card. She made six on-time payments to each. In February 2007, she 
still had $6,000 in unpaid collections and civil judgment and her credit score 
is 557 - a 100 point increase.  
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Asset-Based Approach to Credit Report 

 

What’s on the Credit Report? 

No Credit 

Open Debt Balances 

Active Credit 

What needs to be on  the Credit Report? 

Active Credit 
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Good Stuff Going 
 



What’s on the Credit Report? 

 

No Credit 

Get good credit going! 

Coach clients to:  

• Determine capacity to pay  

• Product(s) that helps them save or pay monthly 

bills or both 

• Pay on-time every month 
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Good Stuff Going 
 



What’s on the Credit Report? 

 

Open Debt 

Get good credit going! 

 

Coach clients:  

• Determine capacity to pay  

• Pay on-time 

• Evaluate debt and create plan pay debt while building 

credit 
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Good Stuff Going 
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Good Stuff Going 
  

What’s on the Credit Report? 

 

Active Credit 

Get good credit going! 

 

Coach clients:  

• Pay all active accounts on-time every month 

• Lower balances on interest bearing revolving 

accounts first 

 



 

Just Add Product! 

 

Financial Education becomes 
Financial Capability 

 

   EACH MONTHLY PAYMENT IS  

A TEACHABLE MOMENT! 
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Good Stuff Going 
 



 

V Offer access to appropriate starter product  

V Create new behavior of on-time payments 

V Create credit history  

V Create pathway to long-term relationship 
with at least 2 creditors that report 

V Establish long-term behavior that builds 
credit not debt 
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Opportunity Loans 



V Build savings 

V Support Cash Management/Budgeting 

V Offer Alternative to Predatory Products 

V Reduce Debt 

V Reduce Expenses 

V Build Assets 
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Opportunity Loans 



Cestas Populares 

Results & Success Stories 
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 Ms. Anderson 

 
 Ms. Anderson received an employee loan in April 2006. She had no 

credit score and a credit report with only old collections. In August 
2007 she had paid off the loan and her credit score was 667. She 
received a second employee loan. In March 2008 was able to 
finance a car.  
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Results & Success Stories 

Employee Loan Program 



May   

2008 

Enters 

Economic 

Empowerment 

Program 

June   

2008 

Filed for 

Bankruptcy 

 

Credit 

Score  

= 514 
 

Opens IDA 

to pursue 

college 

degree 

April 

2009 

Opens 

$300 

microloan  

July 

2008 

Obtains 

portion of 

marital 

property; 

uses to pay 

off debt not 

included in 

bankruptcy  

September  

2008 

August  

2009 

  

April  

2010 

Credit 

Score  

= 507 

Credit 

Score  

= 656 

Credit Score  

= 665 

 

Secured rental 

housing.  

 

Ms. S has 

saved $884. 

She uses 

$2,000 for 

semester at 

college. 

 

Results & Success Stories 

Ms. S: 

Credit Builder Loan Program 
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• After divorcing her husband, Sharon had to file 

bankruptcy.  

• Because of her poor credit she could not open a 

credit card or receive a traditional loan, but 

Sharon was eligible for a KDVA micro loan 

• Sharon took out a $300 loan and increased her 

score by 134 points in one year 

• Sharon is a slight exception because her 

negative debt was erased from her report, but 

she did have the negative implications of the 

bankruptcy. 

•  Many other survivors for for 2-3 years to 

increase credit scores over 100 points.  

  

  

Results & Success Stories 

Sharon: 
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Credit Builder Loan Program 



Ms. R: Single mom, two kids 

March  

2005 

Credit Score= 

551 
 

Ms. R applied for 

a bank loan to 

expand her retail 

pickle business 

and was declined  

due to lack of 

collateral and two 

charge-offs 

 
 

 

+ 1 month 

March 

2007 

Credit 

Score= 573 
 

Charge-offs 

removed 

April  

2005 

UCEDC 

approved 

$20,000 loan 

 

Assisted her 

send letters 

to 3 bureaus 

to remove 

charge-offs 

that incorrect 

+ 2 years 

March 

2008 

UCEDC 

begins 

reporting loan 

through CBA 

+ 6 months 

May  

2009 

 

Credit Score= 

651  

 
UCEDC 

approves new 

$20k loan 

 

Hires staff 

 

Ms. R gets 

lower interest 

car loan 

 

+ 4 months 

© 2010 Credit Builders Alliance, Inc. Some rights reserved.  

Results & Success Stories 

Microloan Program 



Springboard Loan 

Results & Success Stories 

July   

2007 

Tracked 

expenses for 

30 days and 

developed a 

spending plan 

July   

2009 

Credit 

Score  

= 719  

September  

2007 

Completed 

Financial 

Fitness and 

approved for 

$5,000 loan 

to pay for 

defaulted 

debt 

August  

2008 

Credit report 

pulled to 

verify that 

defaulted 

debt 

correctly 

reporting as 

paid 

August  

2009 

Pre-

Approved 

for 

mortgage!  

Closed on 

home!  

May   

2007 

Kisha is 

serious about 

buying a house 
 

Credit score = 

597 
 

 

November  

2009 

Kisha: 

Isles Community Enterprises 
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in partnership with 

CWF Twin Accounts Program 

 
 

Loan Amount: $250 and $500  

Interest Rate: 16%  

Term: 12 months 

Monthly Payment: $22.00 or $45.00 

Match: of each monthly on-time payment (up to $500) 

Match Rate: 1:1  

Savings Amount: $250 or $500 

Market: Moderate- to low- income individuals with no or low credit scores and 

limited credit history 
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Credit Builder Client 
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Questions to ask:    Answers    Yes   No    

Client has either a no score or a low score.       
X     

Client has either no  active trade lines or only one.      
X     

Client does not have collection accounts likely to go into 

judgment or  garnishment.    
  

X     

Client has    capacity to pay.  .    
X     

  



Justine Petersen & Citi/ Banamex 
Secured Credit Card 

Card Terms 

ω$300 Secured Credit Card 

ω2% interest on the savings account 

ωInterest rate on purchases: 20.99% 

ω$35 Annual Fee 
ςTake 4 financial education classes and pay on time for 1 year and 

the fee is refunded 
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Melodie  

Goal: To purchase a home 

Jan 2010: Credit Score = 0; had a credit building appointment, 
had $1200 in collection debt 

Jan 2010: Opened JP Credit Building Loan and Banamex Secured 
credit card. Attended financial education classes and opened 
a second chance checking account at a local credit union 

Mar 2010: Credit Score = 674 

May 2010: Client bought a home through the USDA program 

Dec 2010: Credit Score = 689, client aims to start a business and 
is working with the micro department 
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Results & Success Stories 

Banamex Secured Card 



  

 

  

 

 

April 2008 

Arrive at JP after 

being discharged 

from bankruptcy.  

Credit score: 

529 
 

Clients advised to 

open lines and 

complete a 

dispute letter 

 

 

May 2008 

Mrs. C returns to 

discuss response 

from dispute 

letters. All items 

disputed were 

updated. 
 

Client opened 

Credit Builder 

Loan and advised 

to open secured 

credit card.  

 

 

February 2009 

Mrs. C makes 

application for 

mortgage loan 

with US Bank.  
 

Credit score: 

618 
 

Client has 5 open 

lines of credit.  

 

March 2009 

Mrs. C close 

on home and 

become first-

time home-

buyers!! 

 

May 2009 

Still interested in 

increasing credit 

score.  
 

Credit score: 629 
 

Clients need to let 

lines mature. All 

are under 12 

months old. 

 

Ms. C 
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  • Over 18 
• No adjustable rate mortgage 
• No active bankruptcy 
• No child support or tax arrears 
• No late rent or mortgage payments in last 12 months 
• At least $1,000 in monthly income 
• Bank account 

… offers a secured card and set the  

following eligibility requirements:   
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Credit Card Tips 
 

ü Have at least one credit card – manage it well and keep it forever. 

Longer history builds credit.  

ü Keep revolving accounts ACTIVE. Monthly activity builds credit.  

Make one small purchase and pay monthly minimum  OR purchase 

gas or groceries monthly and pay off monthly – and pay no interest! 

ü Build credit without debt.  

 Keep debt below 50% of the credit limit -- less than 30% is even better. 

ü Negotiate payment dates that works with income schedule.  

ü Ensure creditors reports the credit limit. Unreported credit limit can 

look like the card is maxed out.  
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Accuracy and Integrity Rule 
New FACTA Data Furnisher Rules  

(2003 changes in effect July 2010) 

 

Providers must provide all relevant information on 

reported accounts 

Specifically: 

• Providers must have written policies & procedures  

• Provide appropriate identifying info so right consumer, 

terms and liability and consumer performance 

• Data substantiated by records 
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Step 4: Create a Credit Action Plan 

 
Take each client through the Credit Builder 5-Step© 

 

 Connect Credit Building to their Asset Building goal 

 Help them own their future credit history 

 Get Good stuff Going 

 Save and plan (i.e. EITC refunds)  

 Dispute errors and Repay Debt 

 Review the credit report once a year  
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Action Step 1: Credit is an Asset 
 

What is your client’s asset building goal? 

 
Connect for them how CREDIT impacts their ability to 

reach their goal 
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Credit Action Plan 
 



Action Step 2: Know the Score 
 

What is your client’s Financial Resume? 

 
Á Review your client’s credit report! 

Á Assess client readiness for credit building 

Á Are they able to pay utility and rent bills on-time but 
have no access to traditional credit? 
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Credit Action Plan 
 



 
Does your client have any active lines of 

credit?  

 
ÁAsses your client’s creditworthiness!  

ÁNo Credit? é assess their financial capacity & 
capability with eye to get good stuff going 

ÁNo Active Credit? … assess their debt and their 
financial capacity & capability with eye to get good 
stuff going! 

ÁActive Credit? … get current credit it in good 
standing!  
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Credit Action Plan 
 



 

Action Step 3: Get Good Stuff Going! 
 

Is client ready for a credit building product?  

 

 
 Product to build savings and credit 

 (i.e. LISC Twin Accounts) 
 Product to build credit and manage monthly expenses  

      (i.e. Banamex USA credit card) 
 Product to build credit with easy small intallments 

(i.e. JVS Chicago CB Loan) 
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Action Step 4: Plan to Save 
 

What is your client’s savings goals? 

 
Set Savings Goals to realize Asset Building Goals 

ÁPay off debt 

ÁEstablish Emergency Savings (avoid new debt) 

ÁDown Payment 

ÁEducation 

ÁRetirement 
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Action Step 5: Delve out of Debt 
 

Can you help your clients save and negotiate? 
ÁTry to avoid clients building ongoing, long-term 

relationships with collectors  

 

 On-time payments on a negative account do NOT build 
credit. And a paid collection is still on the report. 

 

ÁEncourage saving and negotiating with collection 
agencies to pay debt in a lump sum payment!  
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How can your client save as they 
improve their credit?  

 
ÁRequest utility deposits back 

ÁRefinance car loan 

ÁMove into dream apartment or home 

ÁApply for new job 

ÁRenegotiate interest rate on credit cards 

ÁLower auto, rental, or homeowner’s insurance!  
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Step 4: Create a Credit Action Plan 

 
ü Take each client through the Credit Builder 5-Step© 

ü Be holistic and work toward the goal!  

ü Paying back debt is important – but not necessarily the 
first step toward asset building 

ü Recognize that building credit can conflict with other 
asset building goals like saving or paying back debt 

ü Take major credit actions 3-6 months before you need 
that score!  
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Credit Action Plan 
 

Reflections 
 



Step 5: Delve out of Debt 
Verify debt on credit report and dispute errors 

Save to pay back debt 

Plan ahead with EITC refunds 
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Debt Trap 
 



 
Does your client have debt on the credit report 

that they do not recognize?  
 

Á Help clients understand the information on the report and dispute 
errors – either through the credit bureaus, or as a direct dispute 

 

 Removing a collection account   

DOES help a score jump up!  
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FACTA Direct Dispute Rule 
(2003 changes in effect July 2010) 

 

Consumers can dispute directly to data furnisher!  

(i.e. creditor, collection agency) 

 

 New Furnisher Requirements: 

– Provide credit bureaus and consumers address to submit disputes 

– Investigate and respond to Consumer within 30 days 

– Promptly notify ALL the bureaus to which it reports of any changes 

– Notify Consumer if dispute is Irrelevant to provider within 5 days 
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Medical Debt 
• More than half (52%) of accounts in collection are 

medical bills 
 

• The Access Project Legislative Proposal: 

 HR 3421 and S 3419 – Medical Debt Relief Act 
Requires removal of fully paid or settled medical accounts 

from credit reports within 45 days of achieving zero balance 

due on account 

– HR 3421 voted favorably in committee; awaiting action by full House 

– S 3419 Awaiting action in Senate 

Source: www.accessproject.org 
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Debt Trap 
 



 This calculation from Credit Xpert shows how a 

consumer credit score changes when a $0 

medical collection is removed from a credit 

report.  

 

 

 

 

 

 

Source: www.accessproject.org 
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The Access Project 
 

Debt Trap 
 



 

Date of First Delinquency 

 
• Date of First Delinquency with Original Creditor is the date a 

collection “ages off”.  

• With a medical provider, this is usually the date of provision, 
unless a payment bringing the account into good standing 
was made at a later date. 

• Collection activity and collection agents cannot update the 
Date of First Delinquency! 

Collections 101 
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• Collections have most significant negative impact on a score 
when first reported … then they age. 

 

• Removing a collection account (i.e. medical collection) will 
improve the score! If it is not theirs – dispute it!  

 

• Paying off a collection account still leaves negative account 
info on report until it ages off after 7 years 

 

• Paying off a collection account can have a NEGATIVE 
impact if it makes Date of Last Activity more recent (depends 
on score and data provider) 

 

Collections 101 
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Strategies to Reduce Debt & Collection 
 

V Prioritize accounts with original creditor that can be brought to good 
standing (i.e. past due on open credit card) 

V Prioritize larger accounts (i.e. over $1,000) more likely to go to judgment 
and garnish wages 

V Prioritize more recent accounts (based on date of first delinquency NOT 
last activity) 

V Dispute accounts with date of first delinquency greater than 7 years or 
reporting post-bankruptcy 

V Save money to pay each account off in lump sum 

Collections 101 
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• Can creditors contact my family and friends and discuss 
client debt issues and even request payment?  

 

• Can consumers stop  harassment?  

 

Report a debt collector for an alleged violation 

State Attorney General’s office  

(www.naag.org)  

Federal Trade Commission  

(www.ftc.gov). 
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• Can creditors contact my family and friends and discuss 
client debt issues and even request payment? NO! 

 

• Can consumers stop  harassment? YES! 

 

Report a debt collector for an alleged violation 

State Attorney General’s office  

(www.naag.org)  

Federal Trade Commission  

(www.ftc.gov). 
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Fair Debt Collection Practices Act (FDCPA) 

prohibits debt collectors from using abusive, unfair, or 

deceptive practices to collect from you. 

 

• Federal Trade Commission (FTC) enforces the Fair Debt Collection 

Practices Act  

 

• Debt Collector is defined as someone who regularly collects debts 

owed to others. This includes collection agencies, lawyers who 

collect debts on a regular basis, and companies that buy delinquent 

debts and then try to collect them. 
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Can a debt collector contact me any time or any place?  

• Not at inconvenient times or places (i.e. before 8am or after pm) 

• If the collector is calling you at home, send a fax or letter asking them stop contacting you.  

• Not at work if they’re told (orally or in writing) that you’re not allowed to get calls there. If they 

call you at work, you can tell them verbally not to contact you.  

• This should stop the contact, but not what you owe. 

 

Can a debt collector contact anyone else about my debt? 

• If an attorney is representing you about the debt, must contact the attorney  

• May contact other people but only to find out your address, your home phone number, and 

where you work.  

• Collectors usually are prohibited from contacting third parties more than once.  

• A debt collector generally is not permitted to discuss your debt with anyone other than you, 

your spouse, or your attorney. 
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Reported, On-time, Full Payments BUILD Credit 

Everything else lowers your score! 
 

Inquiry 
Open New Account 

Close Account 
 

Max Out Credit (>50%) 
Credit Limit Decrease 

 
Delinquency 

Debt Settlement 
 

Default 
Collection Account 

Foreclosure 
 

Bankruptcy 
 
 

0 to 10 pts 

45 to 125 pts 

130 to 240 pts 

85 to 160 pts 

10 to 45 pts 

How mistakes affect FICO scores ranging from 680-780 assuming consumer has car loan, mortgage, several active major credit cards and student loans.  
Source: FICO 2009 http:// www.creditcards.com/credit-card-news/fico-credit-score-points-mistakes-1270.php 
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BONUS Step: Celebrate Success!  
Credit Outcome Tracking 

Credit score = Financial Access 

New Financial Relationships 

Fewer Delinquencies 

Better credit, less debt 
 

  Credit Builder Tools: 

Credit Outcome Template 

Credit Outcome TImelines 

© 2008 Credit Builders Alliance, Inc. Some rights reserved.  
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 ñWhen I initially evaluated my debt and credit, I 
knew I would need help if I wanted to buy a 
house. A friend told me about the Isles program. 
The counselors were great and really cared 
about what I was doing. They wanted to see 
results and I gave them results. When my credit 
score went over 700 I knew I had really 
accomplished something.ò 
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Springboard Loan 

Results & Success Stories 

Isles Community Enterprises 



Review Credit Outcome Template 

 

The template can help you develop 

individual credit outcome stories  
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Goals: 

• Increase scores by 50-100 points after 12 on-time payments 

• 67 loans made – 48 have been repaid by participants and 

13 loans are pending. 

 

Results: 

• 28 survivors increased scores by 50 points or more 

• 6 survivors increased their scores by more than 100 points 
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Celebrate Success 

IDA Credit Builder  Loan 



• After four months, the average credit score increased 52 points.  

 

• Participants decreased their debt balance (installment and 

revolving) by an average $1208. 

 

• No new late payments were reported for the Cestas or any other 

active accounts that appeared in member’s credit reports.  

Cestas Populares 
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Cestas Populares 
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Celebrate Success 



And the results are in… 

Product Launch: August 2010 

20 loans, 0% losses, & 0% delinquencies 

3 Months Later: 

621 Median Score 

88% increased score 

 

Intake: 

540 Median Score 

38% no score 
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Secured Card 

Celebrate Success 



  

Helps Working Families Improve Credit Scores     
and Build Economic Stability 

 

2009 Credit Score Impact Study 
  

 

• Borrowers who received a Ways to Work loan and did not default on it had higher 
credit scores following their participation in the program. For many borrowers, 
increases continued even well after their loan repayment period ended.  

• Improved credit scores made a measurable, positive impact on a borrower’s ability to 
engage in mainstream financial activities  

• Combined with a 2006 program evaluation, the two studies show that borrowers 
increased their participation in mainstream financial markets following their receipt of 
a Ways to Work loan. They opened more bank accounts, received more credit cards, 
and obtained more conventional loans.  

 

  www.waystowork.com/documents/Evaluations/2009STUDYweb.pdf  
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Workshop Participants: 567 

Counseling Enrollments: 571 

Cyber Café Members: 598 

Counseling Graduates: 639 

Loan Clients: 657 

 
The Hope Banking Center Network method of data collection consisted of: 

• Data collected from initial intake form at financial literacy workshops 

• Data collected during program enrolment and consultation 

• Data collected at counseling program graduation 

• Data collected at loan origination and end of loan transaction 

 

 Data collected is entered into the database and client filing system which are updated 
on a weekly basis. Quarterly quality control audits are conducted of database and 
files to ensure that client information is accurate. 
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 Credit Reports = powerful financial 

tracking data! 
Why?  

• Behavior Change Data 

• Universally Recognized 

• Third Party 

• Longitudinal 

• Cost-effective  

• Good Score = Financial Asset  
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Participant Behavior Change Indicators 
 

Financial Institution Relationships 

Payment Behavior 

Use of Debt 

 Total Debt 

 Debt to Credit Ratio 

Use of Credit Cards 

Use of Loans – Business, Mortgage, Student 
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Results of Change 

Improved Socio-Economic Condition 

 

Credit Score! 
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1. Show Financial Behavior Change and Credit Score Change 

 

2. Identify specific advice/activities that impacted behavior and credit 

score – i.e. new financial institution credit line, on-time payments, 

reduced debt to credit limit 

 

3. Convey how activities helped client access assets 

i.e. purchased car/home, increase savings, decreased debt 

 

4. Tell a good story! 

 

5. Demonstrate purposeful use of credit report info for tracking 
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What’s New in Credit 

(Reporting)? 
 



   

Dodd-Frank Credit Score Notification 

Modifies the FCRA and ECOA 

 

• Adverse Action Notification 
 

• Risk Based Pricing Notification 
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Adverse Action Rule 

 

 Any person who takes an adverse action 

using a consumer report must provide an 

adverse action notice 

 

Adverse Actions include: 

– Denial of Credit 

– Termination of account 

– Negative change in account terms 
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Adverse Action Notice 

 

The  Adverse Action Notice includes: 

 

– Terms of the adverse action 

– Rating Agency whose report was used 

– Consumer has the right to an additional credit report 

– The specific reasons the Adverse Action was taken 

• Or notice of right to request specific reasons 

© 2008-2011 Credit Builders Alliance, Inc. Some rights reserved.  

What’s New? 
 



Risk Based Pricing (RBP) 
 The practice of setting or adjusting the price and other 

terms of credit offered or extended to a particular 

consumer to reflect the risk of nonpayment by that 

consumer.  

 

Providers must furnish the consumer with a risk based 

pricing notice if they use a RBP analysis 

 

* No notification is required for consumers who have too little 

available credit information to generate a credit report. 
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Risk Based Pricing Notice 
 

The RBP Notice includes: 

– A consumer report was used  

– The terms offered are less favorable than other 

offers 

– The consumer can dispute information in the 

consumer report 

– The entity or entities who generated the reports 

– The consumer may obtain a copy of their credit report 

and identify how the consumer can obtain it 
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Sample Risk-Based Pricing 

Notice 
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Credit Score Disclosure Notification 

includes: 
 

– The credit score used for RBP or adverse action 

– The range of possible scores under the model used 

– Key factors that affected the credit score 

– Date the score was generated and the entity that generated it 

 

*This information is required in addition to that already required by 

the FRCA and/or ECOA 
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Sample Credit Score 

Notification 
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Alternative Credit Data 
 



credit  

Financial information NOT in traditional credit report 

 

 Utility Data AFS Rent Bureaus Telecomm  

Payday Loans Facebook  Online Shopping 

 

• Fannie/Freddie required mortgage underwriters to accept Rent 
plus 2 lines of “alternative credit” when no credit exists 

• Companies like Microbilt (formerly PRBC) collect alternative data, 
create reports and sell alternative scores 

• Most FIs create own scores using bureau data plus many other 
internal and external data sources 
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Rent is Now Part of Experian Consumer Credit Files 
 

Rent is the single largest monthly expenditure for approximately one-third of 

the U.S. population – the nearly 100 million Americans who rent.   

 

Experian RentBureau collects payment histories through a national network 

of property managers and adds positive rental data to consumer credit files.  

 

Experian and VantageScore realize that rent data empirically helps predict 

credit repayment behavior. Experian expects one in three of the riskiest 

consumers in its file will now move up with on-time rental payment.   

 

VantageScore is the only major score with the power of rent.  
 

www.experian.com/rentbureau/rental-data.html 
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1) 8 million of the approximately 96 million renters in 
the United States are reported through RentBureau. 

 

2) Works with 45 major property management 
companies across the country using software 
programs for updates every 24 hours. 
 

 

 

Top Five Things To Know About 
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3) Currently reports only the positive data and removes 
rental history from a report if a person skips two 
payments 

 

4) By mid-2012, Experian will begin to report derogatory 
data, including late and missed payments 

 

5) Experian is currently the only company to include rental 
data on their credit reports. 
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Where does the data go? 

Experian has two databases with rental data: 

 

Tenant Screening: includes all 8 million tenants currently 

reporting their rental information 

 

Consumer Credit: 2-3 million tenants with strong rental 

histories and clean, full file, positive data included in 

their Experian credit reports 
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Three ways to be part of CBA:  
 

CBA Reporter.  Community lenders can provide borrower data through our 
unique partnerships with major credit bureaus.  

  

CBA Access. Nonprofits organizations can pull credit reports for lending, credit 
education, and measuring outcome. 

 

CBA Member. 

 CBA Toolkit is an online resource to collect and share tools and best 
practices for asset-based credit building strategies. 

 Webinars and Workshops as webinars and on-site trainings.  

 Consulting product development, outcome tracking  

 Credit Impact Measure Research credit reports as cost-effective, 
objective, longitudinal measure of economic self-sufficiency. 
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Vikki Frank 

Executive Director 

vikki@creditbuildersalliance.org 

 

Mini Datta 

Director of Strategic Initiatives 

mini@creditbuildersalliance.org 

 

202-730-9390 

www.creditbuildersalliance.org 
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