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Foreword

e’ve all made money mistakes. I know I have. Sometimes they come

from ignorance. Sometimes we know better but do it anyway. And

sometimes life throws us a financial emergency we didn’t anticipate or
prepare for. Looking back, we realize that not having an emergency fund was a
huge mistake — oops. Other times, even if we did prepare with 6 to 12 months of
savings, the crisis is so severe or drags on so long that it still leaves us in a
financial hole.

No matter how it happens, a financial crisis can damage your credit score and
trigger a vicious cycle of hardship. If this has happened to you, take heart: You are
not alone. Maybe it happened recently. Or maybe it happened months or even
years ago, and the stress was so overwhelming that you avoided dealing with it
while the problem quietly grew worse. Either way, you’re here now, and you’re
ready to take it on. That’s worth celebrating.

It may not feel like it, but you’ve already taken the most important step toward a
better financial future. And you’ve come to the right place. I’'ve known Steve Bucci
for more than two decades, and he’s always been my go-to expert on credit and
credit repair. His work has helped thousands of people transform their financial
lives, and I know he can help you transform yours.

As you move through this process, don’t be surprised if you feel guilt, shame,
regret, or frustration. Money is the number-one source of stress for most
Americans, and mistakes with credit are incredibly common. Don’t be too hard on
yourself. If you find yourself discouraged along this journey, set the book down,
take a walk, listen to some music, or spend time with a friend. You can start back
up when you’re feeling better tomorrow.

The key is to keep moving forward. Every page you read and every step you take
will build your confidence and momentum. Before long, you’ll start experiencing
the freedom and peace of mind that come from a healthy relationship with
money and credit.

You’ve got this!
Dr. Brad Klontz
Certified Financial Planner, financial psychologist, professor, and national best-

selling author of Start Thinking Rich
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Introduction

n uncertain times, we look for a trusted resource to help us reach our goals. This
book is a time-tested and updated guide to help you create the life you want and
deserve for yourself and your loved ones.

Credit Repair Kit For Dummies is here to guide with you with helpful advice and
trustworthy information throughout your journey, with vetted information about
credit at every stage of your life. And I’ve been delighted and proud to have been
your guide since 2005.

Twenty years is a very long time. Over those years, your life likely changed. If
you’re now in your twenties, you were growing up; if you’re now in your forties,
you were just becoming an independent adult and you may have been starting a
family; and if you’re now in your sixties and looking at retirement, you may have
been thinking you’d never get there.

For many people, credit loosens and tightens cyclically. For others, it has been a
challenge through good times and bad. Fair and equal access to credit and the
benefits it brings have never been fully assured for those new to credit, minorities,
the working poor, or merely the naive and uninformed.

Your need for great credit never ends. This book will help you successfully build,
rebuild, or manage your credit. Rather than taking an academic approach to the
subject of credit, Credit Repair Kit For Dummies helps you succeed at integrating
credit into your real life. It enables you to make great credit an outcome of the
decisions you make every day as you pursue life and happiness. I call it your
credit-life connection.

Given today’s increasing reliance on credit reporting and credit scores for lending
and non-lending decision-making, you need better credit and a higher credit
score to access today’s credit products, which are an essential part of leading a
rewarding life in today’s society. Not only are the criteria for the best access to
credit very selective, but the penalties for ignorance and failure have multiplied.
Threats to your credit are everywhere. Data breaches are so common that it is not
a stretch to say that if everyone’s personal information isn’t already for sale on
the dark web, it will be soon.
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And if all this isn’t enough, the non-lending use of credit reports is growing by
the day. Updates to this book tell you about new consumer databases that collect
information about your medical history, prescription drug use, rental history,
banking data, and more. Employers, insurance companies, landlords, and lenders
use this information to decide whether to hire or promote you, what insurance
rates to give you, whether to rent you an apartment, and whether to offer you new
banking products. You need to know what’s in these files, and that’s one of many
things I tell you how to do in this book.

Credit Repair Kit For Dummies comes at a critical time. Credit plays an ever-
changing and increasingly important role in your life, regardless of whether you
use a credit card. Insurance, employment, home buying or renting, and getting an
education with student loans are more dependent than ever on you having good
credit. Plus, although the rewards for good credit have never been higher, the
penalties for failure — foreclosure, eviction, job problems, mounting debts,
collections — have never been greater. For these reasons and more, millions of
people are looking for up-to-date, useful, and proven answers from a trusted and
knowledgeable resource. If you know the rules of the credit game, you’ll get a
winning score. That’s why I wanted to bring you the best, non-biased information
in the industry based on decades of experience and research.

About This Book

2

The approach I outline in this book is different because it’s low-cost and simple
and drives right to the heart of the matter. With this book, you can manage your
credit by applying just a few key concepts. Unlike the talk-show approach of mak-
ing one philosophy fit all after a 15-second question-and-answer period, this
book takes the time to give you the concepts and tools you need so that you can
apply them to your specific situation and come up with an answer that’s custom-
tailored to you.

So why this book?

3 Because although credit problems can seem incredibly complex and
unfair, you can have good credit with a few simple actions that anyone
can master. | give you all the tools and insight you need to rebuild your credit
(or build it up for the first time).

3 Because you may need the advice of an experienced advisor to guide you
through a mortgage problem. This book tells you how to find a good
resource for credit or bankruptcy counseling.
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»

»

»

»

»

Because your credit may be in detention due to crushing student loans.
This book can help you find the right solution and then rebuild your credit
score as quickly as possible.

Because you want to get a job or promotion; buy a reliable car to get
to your job; start a business; insure your home, apartment, or car; or
further your education. If any of these situations applies, you need a good
credit record.

Because you may be one of the millions of people who become victims
of personal data theft each year. This book provides valuable information
to salvage and protect your identity and credit from thieves.

Because you may be on the brink or even over the cliff of credit trouble.
This book gives you budgeting and spending advice that can pull you back
from the edge.

Because the time is right for you to regain control of your credit and
your financial peace of mind. This book helps you do just that.

Foolish Assumptions

I assume that you’re reading this book because you know that repairing your
credit is important, but you may not know all the ins and outs of making credit
work for you. Whether your credit is not so great and you want to know how to
improve it or your credit is just plain nonexistent and you want to establish it on
your own terms, you’ll benefit from this book. An understanding of your credit
and how the credit system works may be especially important during life’s transi-
tions. This book is of particular value to you if you’re

»
»
»
»
»
»
»
»

Concerned about your credit report and who may be looking at it
Concerned about the credit status of a loved one

Considering what to do about overwhelming debt

Wondering how to deal with medical bills

Unsure about the credit impact of remaining in your home or walking away
Starting over again after filing for bankruptcy

Taking on or paying back a student loan

Concerned that your personal information may have been compro-
mised or stolen
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¥ Already in or soon to be in a marriage or partnership

¥ Recently divorced or in the process of divorcing

¥ Reestablishing credit after the loss of a spouse or partner
¥ Hunting for a job or hoping for a promotion

¥ Establishing credit for the first time

¥ Wanting to know how to maintain good credit after you get back on track

I assume that you don’t have a formal education in credit or personal finance.
Even if you do, however, I believe that you can still find practical insights in this
book based on my experience and that of others I’ve helped.

Icons Used in This Book

Icons are those little pictures you see sprinkled in the margins throughout this
book. Here’s what they mean:

This icon denotes critical information. Considering the state of our own over-
crowded memories, I wouldn’t ask you to remember anything unless it was really

important.
REMEMBER

= This image of a credit professional — okay, fine, of the Dummies Man — shows
6 up whenever I go into more detail on a concept or rule. If you don’t care about the

recunicar details of how something works or where it came from, feel free to skip these gems.
STUFF

This lightbulb lets you know that you’re reading on-target advice — often
little-known insights or recommendations that I’ve picked up over the years.
TIP

& This icon serves as a warning, telling you to avoid something that’s potentially
harmful. Take heed!

WARNING

Beyond the Book

In addition to what you’re reading right now, this product also comes with a free
access-anywhere Cheat Sheet that lists the contact information for the three
major credit bureaus, credit score breakdowns, tips for improving your credit
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score, and advice on handling an overdue mortgage. Just go to www.dummies.com
and type Credit Repair Kit For Dummies Cheat Sheet in the Search box.

This book includes companion downloadable content, too. Go to www.dummies.
com/go/creditrepairkitfd6e to find useful forms, worksheets, sample letters,
and credit-related legislation and laws.

Where to Go from Here

You get to choose what happens next. This book is packed with information to
help you repair your credit. You can use the table of contents and index to jump
directly to the topics of most interest to you, or you can start at the beginning of
the book and take it from there. With the information in Credit Repair Kit For
Dummies, you can get great credit and keep it great for the long haul. I wish you all
the best in achieving your dreams, which increasingly require good credit to
realize. You and your family deserve it.
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IN THIS PART ...

Understand the basic workings of credit, the role of
artificial intelligence (Al) in credit decisions, credit
repair, and credit scores.

Find out how to rebuild your credit after a crisis.

Fix inaccuracies and add positive data in your credit
reports and boost your credit score.

Solve your credit problems on your own or get expert
help that really works for free.

Field calls from debt collectors with confidence.

Deal successfully with debt collectors, lawyers, and
court actions.



IN THIS CHAPTER

» Handling credit problems

» Dealing with the issues surrounding
fairness in credit

» Rebuilding your credit after a crisis
such as a foreclosure or bankruptcy

» Safeguarding your credit and
your identity

» Discovering how to manage
your credit

» Keeping your credit solid in every
stage of life

Chapter 1

Introducing Credit
Repair, Credit Scores,
and Your Life on Credit

redit plays a larger role in life than ever, and its influence will only expand

in the years to come. The good life, happiness, and credit are inextricably

linked. It’s not that more material things make you happier, but bad credit
exacts a price from your life, your hopes, and your dreams, as well as your rela-
tionships with others. Think of it as your credit/life connection. Whether it is hard
or easy, fair or not, you must learn to successfully manage your credit and, by
extension, your personal finances if you are to lead a successful and satisfying life
in the United States.
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Financial products, credit foremost among them, have become much more com-
plex and powerful, while the price for having a bad credit report or no credit at all
has never been steeper. Your credit report is a financial snapshot of your life in
financial terms. For example, a divorce can wreak havoc in your life, and that
instability can show up as missed payments or even a bankruptcy on your credit
report as well. When you use credit, the information usually gets reported to a
data center known as a credit bureau. This information ends up on your credit
report for at least the next seven years. The good, the bad, and the ugly are all
there for anyone you do business with to see and for FICO, VantageScore, and
other lesser-known scoring elves to summarize in a three-digit number known as
your credit score.

A bad credit report can keep you from finding a job, getting the promotions you
deserve at work, being approved for an affordable loan, getting insurance (or pay-
ing the lowest price for it), securing an apartment or house, and more.

This chapter is all about getting you started in repairing, rebuilding, or even just
starting your credit so you can get that job, promotion, loan, home, and insurance
to protect it. I cover the basics and the fine points. It’s really simple. But if you
don’t understand credit, you can’t fix it, so I discuss how credit works, how to
apply that knowledge to get what you want, how to deal with the effects of life’s
inevitable setbacks on your credit, and how to recover from those setbacks as
quickly as possible. Other chapters build on this information, helping to make
your credit the best it can be and keep it that way. Why? Because life isn’t always
fair, but you still need to repair the damage and carry on without being taken
advantage of by unscrupulous financial companies or wasting precious years
recovering from credit problems that you can avoid or minimize by using the
advice in this book.

Repairing Bad Credit

10

After you’ve had a rough patch and fallen behind on your payments, you may
think that you can never recover. Between the cost of interest and maybe even
collection actions, the situation can be overwhelming. But I assure you that you
can reverse the cycle. You can not only reestablish good credit but also keep good
credit and enjoy its benefits for the rest of your life. Forever is a long time, but if
you follow my advice, you can banish the credit blues permanently! It’s not magic,
and it won’t cost you another dime. By realistically assessing your situation, see-
ing yourself as others see you, knowing where you stand, using free help if you
need it, setting goals, planning your spending and savings, and using credit as
part of your overall plan, you can quickly rebuild your credit.
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REMEMBER

Settling debts

You hear the ads all the time: “Settle your debt for pennies on the dollar!” “You
have a right to pay less than you owe!” Debt settlement is an often misunderstood
option that may work for you, but only if you handle it properly. Many companies
that offer debt settlement services help themselves a lot more than they help you.
You can avoid huge fees and potential credit damage if you reach a settlement
agreement with your lender on your own for free using the information in this
book or if you use your own attorney.

You are personally responsible for the actions of the debt settlement company you
hire, and your credit will be ruined in what is a protracted and adversarial settle-
ment process. Chapter 6 gives you the information you need to decide whether
debt settlement is for you and outlines your best options.

Resetting your goals

Just as you did when you first started establishing credit, I want you to revisit your
goals from time to time. When your life changes, your goals should reflect your
new reality. Goals that once seemed within easy reach may move from short term
to long term. Others may change as you mature. Buying that red sports car may
not be as important to you now as it was in your 20s. Take the time to reset your
sights, as I explain in Chapter 2.

Begin by envisioning your life as you’d like it to be over the short, medium, and
long term. Next, create a spending plan (or update your plan if you already have
one) so that you know your current financial strengths and weaknesses. Then
begin to see how long it will take to fund your goals and determine when using
credit may be appropriate. Chapter 18 goes into detail about how to create and
maintain a spending plan and how to use credit wisely as a part of that plan.

To ensure that your credit is up to the task of supporting your goals for the future,
check your credit reports and dispute any inaccuracies or out-of-date informa-
tion. To rebuild your credit reports, you need to start with an accurate credit his-
tory, not one riddled with errors that may hold you back. After you check your
reports, look for opportunities to review them for free as often as you can. Part 4
tells you everything you need to know about credit reporting.

Rebuilding your credit by using it

The best way to rebuild your credit is to exercise it! Using your goals and spending
plan as a guide, start making those payments as agreed, on time and for the cor-
rect amounts. Every month you do so, you build better credit while your older, bad
credit either counts for less or drops off your credit reports altogether.
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TIP

Consider opening a secured credit card (backed by a bank account deposit) or a
passbook/savings account loan to add a revolving and installment account to fatten
your credit history and boost your score. You can find the details in Chapter 10.

Using a cosigner or becoming
an authorized user

I normally don’t recommend that you, personally, ever cosign for a loan, but in
this case, someone else is doing the cosigning for you! Enlisting a cosigner is a
way to get access to credit so that you can begin to rebuild your credit history with
the credit bureaus. But you need to keep in mind a few important rules:

¥ You have to make all the payments on time.

¥ If you can't make a payment when it's due, you have to tell the cosigner in
advance so that the cosigner can make the payment and protect his or her
credit. You can pay your pal back later.

¥ You can't get mad at the cosigner for not being understanding or more helpful
while you owe him or her money. Your cosigner is doing you a huge favor at
great personal credit risk!

Another way to rebuild your credit is to become an authorized user on someone
else’s credit card. After you’re added to the other person’s account, his or her good
credit history flows onto your credit record as a positive account and payment
stream, beefing up your record and credit score. The person needs to have good
credit, though, or his or her bad credit may negatively affect yours. I suggest that
you decline getting your own card for the account so that only the other person’s
charges appear on the account. That way, if he or she has a bad memory (as I do),
you’re spared monthly calls asking whether this or that charge is yours. Although
you won’t have access to new credit, your credit score gets a boost.

Finding sources of free help

You can do a lot of things on your own, but sometimes having a pro on your side
to give you tips helps. You can find that help in three main places, and it ranges
from inexpensive to free. Nonprofit credit counselors, pro bono lawyers, and
HUD-approved counseling agencies offer priceless free insight, assistance, and
advice. The trick is to know to ask for it.

Nonprofit credit counselors work with you to set goals, develop a spending plan,
and assess your ability to repay your debts. They can set up a repayment plan in

PART 1 Getting Started with Credit Repair



