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Whether you’ve fallen behind on your

bills, been sued or even declared

bankruptcy, this book can help you

take simple and effective steps to repair your credit.

As you read, keep in mind these four important

points:

You’re not alone. The economic downturn has

affected many people. Disposable incomes are

down and savings are evaporating. Millions of hon-

est, hard-working people—the same ones who re-

ceived credit offers almost daily in better economic

times—are having problems paying their bills. And

over one million people file for bankruptcy each

year.

You have legal rights. By knowing and assert-

ing your rights, you can do a lot to get bill collec-

tors off your back and give yourself a fresh financial

start. Debtors who assert themselves often get more

time to pay, have late fees dropped, settle debts for

less than the full amount and get negative marks

removed from credit files.

You can do it yourself. The information and

forms in this book are good in all 50 states and the

District of Columbia. You can follow the instruc-

tions on your own, without paying high fees to a

lawyer or credit repair clinic. (See Chapter 6, Sec-

tion G, for information on why to avoid using a

credit repair clinic.)

Nobody’s credit is too “bad” to repair. If
you’ve been through devastating financial times,

you may think you’ll never get credit again. That’s

simply not true. As long as your financial troubles

are behind you, you’ll probably qualify for limited

types of credit relatively quickly. Within about two

years, you should be able to repair your credit so

that you can obtain a major credit card or loan.

Most creditors are willing to extend credit to people

who have turned their financial situations around,

even if their credit records are less than stellar.

This book contains in-depth information on all

aspects of credit repair. Easy-to-use forms in Appen-

dix 3 and on the enclosed CD-ROM help you with

the sometimes daunting tasks of assessing your debt

situation, planning a budget, contacting your credi-

tors or bill collectors, and dealing with credit bu-

reaus—all necessary steps in repairing your credit.

(Instructions on how to use the forms on the CD-

ROM are in Appendix 4.)

A. Credit Repair Fast Facts

Here are some quick answers to many common

questions people have about repairing their credit.

All of these topics are explored in more detail later

in the book.

What’s the first step in repairing credit?

To turn your financial problems around, you must

understand your flow of income and expenses.

Some people call this making a budget. Others find

the term budget too restrictive and use the term

“spending plan.” Whatever you call it, spend at least

two months writing down every cash or cash

equivalent, such as check or debit, expenditure. At

each month’s end, compare your total expenses

with your income. If you’re overspending, you have

to cut back or find more income. As best you can,

plan how you’ll spend your money each month. If

you have trouble putting together your own budget,

consider getting help from a nonprofit credit or

debt counseling agency that provides budgeting

help for free or at a low cost. (The steps for creating

a budget are detailed in Chapter 2; credit and debt

counseling agencies are discussed in Appendix 1.)

Okay, I’ve made my budget. What do I do
next?

Now it’s time to clean up your credit report. Credit

reports are compiled by credit bureaus—private,

for-profit companies that gather information about

your credit history and sell it to banks, mortgage
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lenders, credit unions, credit card companies,

department stores, insurance companies, landlords

and some employers.

Credit bureaus get most of their data from credi-

tors and collection agencies. They also search court

records for lawsuits, judgments and bankruptcy

filings. And they go through county records to find

recorded liens (legal claims) against property.

Non-credit data made part of a credit report

usually includes names you previously used, past

and present addresses, Social Security number,

employment history, and current and previous

spouses’ names. Your credit history includes the

names of your creditors, type and number of each

account, when each account was opened, your pay-

ment history, your credit limit or the original

amount of a loan, and your current balance. The

report will show if an account has been turned over

to a collection agency or is in dispute. The report

also lists creditors that have requested information

about you in the past year or two. (See Chapter 4,

Section A, for more information on the contents of a

credit report.)

How can I get a copy of my credit report?

There are three major credit bureaus—Equifax,

Experian and Trans Union. The federal Fair Credit

Reporting Act (FCRA) entitles you to a copy of your

credit report, and you can get one for free if:

• you’ve been denied credit because of infor-

mation in your credit report and you request

a copy within 60 days of being denied credit

• you are unemployed and intend to apply for

a job within the 60 days following your

request for your credit file

• you receive public assistance, or

• you believe your credit report contains errors

due to fraud.

Certain states also require that credit bureaus

provide consumers with one free copy each year.

If you don’t qualify for a free copy, you will

have to pay a small fee to obtain your report. (See

Chapter 4, Section B, for information on obtaining a

credit report.)

What should I do if I find mistakes in my
report?

As you read through your report, make a list of

everything out-of-date, such as:

• Lawsuits, paid tax liens, accounts sent out for

collection, criminal records (but not criminal

convictions), late payments and any other ad-

verse information older than seven years.

• Bankruptcies older than ten years.

Next, look for incorrect or misleading informa-

tion, such as:

• incorrect or incomplete name, address, phone

number, Social Security number or employ-

ment information

• bankruptcies not identified by their specific

chapter number

• accounts not yours or lawsuits in which you

were not involved

• incorrect account histories—such as late

payments when you paid on time

• closed accounts listed as open—it may look

as if you have too much open credit

• accounts listed more than once, and

• any account you closed that doesn’t say

“closed by consumer.”

If you see a problem after reviewing your report,

complete the “request for reinvestigation” form the

credit bureau sent you or send a letter listing each

incorrect item and explain exactly what is wrong.

Once the credit bureau receives your request, it

must investigate the items you dispute and contact

you within 30 days. If you don’t hear back within

30 days, send a follow-up letter. If you let them

know that you’re trying to obtain a mortgage or car
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loan, they can do a “rush” investigation. (See Chap-

ter 4, Sections C and D, for more information on

reviewing and correcting your credit report.)

Will the credit bureau automatically remove
the incorrect information from my report?

The credit bureau will review your letter or “request

for reinvestigation” form. If you are right, or if the

creditor who provided the information can no

longer verify it, the credit bureau must remove the

information from your report. Often credit bureaus

will remove an item on request without an investi-

gation if rechecking the item is more bother than

it’s worth.

If the credit bureau insists that the information is

correct, call the bureau to discuss the problem.

If you don’t get anywhere with the credit

bureau, contact the creditor directly and ask that the

information be removed. Write to the customer

service department, vice president of marketing and

president or CEO. If the information was reported

by a collection agency, send the agency a copy of

your letter, too.

If a credit bureau is including the wrong infor-

mation in your report, or you want to explain a

particular entry, you have the right to put a brief

explanatory statement in your report. (See Chapter

4, Sections D and E, for additional information on

correcting your credit report.)

What else can I do to repair my credit?

After you’ve cleaned up your credit report, the key

to rebuilding credit is to get positive information

into your record. For example:

• If your credit report is missing accounts you

pay on time, send the credit bureaus a recent

account statement and copies of canceled

checks showing your payment history. Ask

that these be added to your report. The credit

bureau doesn’t have to add anything, but

often it will.

• Creditors like to see evidence of stability, so if

any of the following information is not in

your report, send it to the bureaus and ask

that it be added: your current employment;

your previous employment, especially if

you’ve been at your current job fewer than

two years; your current residence; your tele-

phone number, especially if it’s unlisted; your

date of birth; and your checking account

number. Again, the credit bureau doesn’t

have to add these, but often it will.

(See Chapter 4, Sections F and G, for more

information on adding positive data to your credit

report.)

I’ve been told that I need to use credit to
repair my credit. Is this true?

Yes. The main type of positive information creditors

like to see in credit reports is credit payment his-

tory. If you have a credit card, use it every month.

Make small purchases and pay them off to avoid

interest charges. If you don’t have a credit card, ap-

ply for one. If your application is rejected, try to

find a cosigner or apply for a secured card—where

you deposit some money into a savings account

and then get a credit card with a line of credit

around the amount you deposited. But don’t try to

get new credit or use a credit card you already have

while you’re still steeped in financial trouble. The

last thing you want to do is continue down the road

you’re trying to get off of. (See Chapter 6, Section

C, for more information about using credit.)
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How long will it take to repair my credit?

If you follow the steps outlined in this book, it will

usually take about two years to repair your credit so

that you won’t be turned down for a major credit

card or loan. After around four years, you may be

able to qualify for a mortgage.

B. When to Get Help Beyond
This Book

This book can help you assess your financial situa-

tion and repair your credit. In some circumstances,

however, you may need to take immediate action—

or more drastic action—which may be beyond the

scope of this book. Nolo publishes several detailed

books on debtors’ rights and bankruptcy, which

may provide the answers you need. In some situa-

tions, it may make sense to see a lawyer right away.

Use the chart on the following page to fully assess

your situation.

C. Icons to Help You Along

Throughout this book, you’ll encounter the follow-

ing icons:

The fast track icon alerts you that you may

not need to read some material.

This icon cautions you about potential

problems.

Suggested references for additional informa-

tion follow this icon.
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When to Get Help Beyond This Book
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If your debt problems are behind you and

you’re only concerned with cleaning up your

credit report, skip ahead to Chapter 4, Cleaning Up

Your Credit File. Also read Chapter 2, Avoiding

Overspending.

B efore you jump into rebuilding your credit,

take care of any financial emergencies.

Then you should tally up your debt

burden and assess your options for handling what

you owe.

A. Take Care of Financial
Emergencies

A financial emergency is any situation that may

leave you homeless or without some very important

property or service. A pending eviction, a letter

threatening foreclosure, an IRS seizure of your

house, a utility cut-off and possibly a car reposses-

sion are financial emergencies. A nasty letter or

threatening phone call from a bill collector, while

unpleasant, is not an emergency. If you are being

hassled by a collection agency, see Chapter 3, Sec-

tion D.

If you face an emergency, act on it at once.

Begin by contacting the creditor. You may be able

to work out a temporary solution that will keep you

off the street or on your wheels. If that doesn’t

work, you may need to get in touch with a lawyer

to help you negotiate with your creditors. One op-

tion is to file for bankruptcy, assuming your overall

debt burden justifies it. Currently, bankruptcy filing

immediately stops all your creditors in their tracks

and can buy you some valuable time. This may

change, at least for eviction proceedings, if the

bankruptcy legislation contemplated by Congress

becomes law. (See Sections C.5 and C.6, below, for

more information on bankruptcy and the pending

bankruptcy legislation.)

B. Face Your Debt Problems

Some people with debt problems believe that the

less they know, the less it hurts. They think, “I’m

having trouble paying a lot of my bills. I can’t stand

the thought of knowing just how much I can’t pay.”

But you must come to terms with your total debt

burden. You cannot take steps to rebuild your

credit without knowing exactly where your money

goes—or is supposed to go.

Figuring out what you owe may result in a

pleasant surprise. Most debt counselors find that

people tend to overestimate—not underestimate—

their debt burden. This may bring little comfort to

those of you who find out that you owe more than

you thought, but there is always a benefit: knowing

what you really owe will help you make wise

choices about how you spend your money.

Use Form F-1: Outstanding Debts (in Appendix 3

or on the CD-ROM) to tally up your total debt bur-

den. Look at the most recent bills you’ve received.

If you’ve thrown out your bills without opening

them, you can probably find out the balance by

calling the customer service department of the

creditor. If you’ve long been avoiding your creditors

and fear they’ll hassle you when you call, ask for

balance information only. If the customer service

representative turns into a bill collector, explain that

you are exploring your options and need to know

how much you owe before you proceed. Let the

representative know that you will contact the com-

pany as soon as possible, but for now you need

only to know how much you owe. If the represen-

tative still hassles you, hang up and use your best

guess as to how much you owe that creditor.

Total up both your past due installment bills,

such as credit cards and loans, and any regular

monthly obligations that are overdue, such as your

utility bill.
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C. Understand Your Options
for Dealing With Your Debts

You normally have about a half dozen options for

dealing with your debts—probably more than you

imagined. Read this entire section before taking

action.

1. Do Nothing

Surprisingly, the best approach for some people

deeply in debt is to take no action at all. If you

have very little income and property, and don’t ex-

pect this to change, you may be what’s known as

“judgment proof.” This means that anyone who sues

you and obtains a court judgment won’t be able to

collect simply because you don’t have anything they

can legally take. You can’t be thrown in jail for not

paying your debts. And state and federal laws pro-

hibit a creditor—even the IRS—from taking away

such essentials as basic clothing, ordinary house-

hold furnishings, personal effects, food, most Social

Security benefits, disability benefits, unemployment

or public assistance.

So, if you don’t anticipate having a steady in-

come or property a creditor could grab, sit back.

Your creditors may decide not to sue you because

they know they can’t collect. Many will simply write

off your debt and treat it as a deductible business

loss on their income tax returns. In several years,

the debt will become legally uncollectible under

state law. (See Chapter 3 for information on how to

stop communications from collection agencies.)

Keeping exempt property. A complete list

of property you get to keep even if your

creditors sue you or you file for bankruptcy, called

exempt property, is found in Money Troubles: Legal

Strategies to Cope With Your Debts, by Robin

Leonard and Deanne Loonin (Nolo).

2. Find Money to Pay Your Debts

If you can come up with a chunk of cash to pay off

some of your debts, your financial woes may

lessen. But even if you feel desperate, don’t jump at

every opportunity to get cash fast. If you make a

bad choice, you’ll get yourself into deeper debt.

This section discusses some of the options you

should consider to raise money and options you

should avoid, if possible. It’s not a complete list.

Unfortunately, new scams and bad deals crop up

every day. So, proceed cautiously, whatever you are

considering.

a. Sell a Major Asset

One of the best ways you can raise cash and keep

associated costs to a minimum is to sell a major

asset, such as a house or car. This is a particularly

good idea if you can no longer afford your house

or car payments. You will almost always do better

selling the property yourself rather than waiting to

get cash back from a foreclosure or repossession.

With the proceeds of the sale, you’ll have to pay off

anything still owed on the asset and any secured

creditor to whom you pledged the asset as collat-

eral. Then you’ll have to pay off any liens placed on

the property by your creditors. You can use what’s

left to help pay your other debts. But before you

take this step, be sure you have affordable alterna-

tive housing or transportation available. If not,

you’ll be in worse shape than before—without a

roof over your head or a car to get to work.

b. Cut Your Expenses

Another excellent way to raise cash is to cut your

expenses. It will also help you in negotiating with

your creditors, who will want to know why you

can’t pay your bills and what steps you’ve taken to

live more frugally. Here are some suggestions:
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• Shrink food costs by clipping coupons,

buying on sale, purchasing generic brands,

buying in bulk and shopping at discount

outlets.

• Improve your gas mileage by tuning up your

car, checking the air in the tires and driving

less—carpool, work at home (telecommute),

ride your bicycle, take the bus or train, and

combine trips.

• Conserve gas, water and electricity.

• Discontinue cable (or at least the premium

channels) and subscriptions to magazines and

papers. Most cable companies offer a low rate

basic service that they don’t advertise. Be sure

to ask.

• Instead of buying books and CDs, borrow

them from the public library. Read magazines

and newspapers there, too.

• Make long distance calls only when necessary

and at off-peak hours. Also, compare pro-

grams offered by the various long distance

carriers to make sure you are getting the best

deal.

• Carry your lunch to work; eat dinner at home,

not at restaurants.

• Buy secondhand clothing, furniture and appli-

ances.

• Spend less on gifts and vacations.

c. Withdraw or Borrow Money From
a Tax-Deferred Account

If you have an IRA, 401(k) or other tax-deferred re-

tirement account, you can get cash to pay off debts

by withdrawing money from it before retirement —

but in most cases you’ll pay a penalty and taxes.

Or, with a 401(k) plan, you may be able to borrow

money from it (instead of withdrawing it). There are

serious disadvantages to both options—you should

only consider doing either to pay off debts if you

have other substantial retirement funds or you are

truly desperate. And even then, this should be a last

resort. Always look to raise money from

nonretirement resources first.

Different plans have different requirements for

borrowing and withdrawing money. Withdrawing

money early from a tax-deferred account is expen-

sive. Generally, any money that you take out of

your 401(k) plan before you reach age 591⁄2 is

treated as an early distribution. The one exception

to the early distribution penalties and income taxes

applies to Roth IRAs.

Instead of withdrawing money, you can usually

borrow up to half of your vested account balance,

but not more than $50,000. Then, you pay the

money back, with interest, over five years. If you

can’t pay the money back within five years (or im-

mediately, if you leave your job), your “loan” will

be treated like an early withdrawal and you’ll pay

both an early distribution tax and income tax.

If you’re seriously considering using the

money in your retirement plan or IRA to pay

off your debts, get a copy of IRAs, 401(k)s and

Other Retirement Plans: Taking Your Money Out, by

Twila Slesnick and John C. Suttle (Nolo).

d. Obtain a Home Equity Loan or
Credit Line

Many banks, savings and loans, credit unions and

other lenders offer home equity loans, also called

second mortgages, and home equity lines of credit.

Lenders who make these loans establish how much

you can borrow by starting with a percentage of the

market value of your house—usually between 50%

and 80%. Then, they deduct what you still owe on it.

Obtaining a home equity loan has both advan-

tages and disadvantages. If all of your debts are un-

secured and your house is exempt from collection,

it’s almost never a good idea to put your home into

jeopardy by getting a second mortgage or home eq-

uity line of credit. If you’re behind on your house

payment, you’ll be better off negotiating a mortgage

workout with your lender. (For more on mortgage

workouts, see Money Troubles: Legal Strategies to
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Cope With Your Debts, by Robin Leonard and

Deanne Loonin (Nolo).) If you are not able to nego-

tiate a mortgage workout or, for other reasons, de-

cide that you do want a home equity loan, be sure

you understand all the terms before you sign on the

dotted line. It is extremely important that you find

out how much the loan will cost you each month

and determine whether you can afford it. If you

can’t afford it, you’ll likely lose your home.

Advantages of Home Equity Loans and
Credit Lines

• You can borrow a fixed amount of money

and repay it in equal monthly installments for

a set period (home equity loan). Or you can

borrow as you need the money, drawing

against the amount granted when you opened

the account; you’ll pay off this type of loan as

you would a credit card bill (home equity line

of credit).

• The interest you pay may be fully deductible

on your income tax return.

Disadvantages of Home Equity Loans
• Many home equity loans are sold by preda-

tory lenders at very high rates. Predatory

lenders target people in financial trouble or

with past credit problems. Often, they sell

loans that borrowers have trouble paying off

down the line. (For more on predatory lend-

ers and mortgages for people with poor

credit, see Money Troubles: Legal Strategies to

Cope With Your Debts, by Robin Leonard and

Deanne Loonin (Nolo).)

• You are obligating yourself to make another

monthly or periodic payment. If you are un-

able to pay, you may have to sell your house,

or even worse, face the possibility of foreclo-

sure (the lender forcing a sale of your house

to pay off what you owe). Before you take out

a home equity loan, be sure you can afford

the monthly payment.

• While interest may be deductible, it’s often

high—19% per year or more.

• You may have to pay an assortment of up-

front fees for an appraisal, credit report, title

insurance and points. These fees can be as

much as $1,000 or more. In addition, for giv-

ing you an equity line of credit, many lenders

charge a yearly fee of $25 to $50.

e. Use the Equity in Your Home If
You Are Elderly

A variety of plans help older homeowners make use

of the accumulated value (equity) in their homes

without requiring them to move, give up title to the

property or make payments on a loan. The most

common types of plans are reverse mortgages.

Reverse mortgages are loans against the equity in

the home that provide cash advances to a home-

owner and require no repayment until the end of

the loan term or when the home is sold. The

borrower can receive the cash in several ways—a

lump sum, regular monthly payments, a line of

credit or a combination.

There are pros and cons to reverse mortgages. In

general, a reverse mortgage works best for older

people with a lot of equity in their homes. In most

cases, the reverse mortgage lender will look at your

age, the amount of equity you have in your home

and current interest rates to determine the amount it

will lend you. All reverse mortgages cost money—

closing costs (title insurance, escrow fees and ap-

praisal fees), loan origination fees, accrued interest,

and in most cases, an additional charge to offset the

lender’s risk that you won’t repay. Almost every

state allows lenders to offer reverse mortgages.

The most widely available reverse mortgage

plans are the FHA’s Home Equity Conversion Mort-

gage Program and Fannie Mae’s Home Keeper

Mortgage Program.
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Additional Resources

The following organizations have infor-

mation on reverse mortgages available

for free:
• The U.S. Department of Housing and Urban

Development has referrals to lenders and
lists of HUD-approved reverse mortgage
counseling offices. Contact HUD toll-free at
888-466-3487 or www.hud.gov.

• AARP, 601 E Street, NW, Washington, DC
20049, 800-424-3410 or www.aarp.org.

• Fannie Mae, Consumer Education Group,
3900 Wisconsin Avenue NW, Washington,
DC 20016-2899, 800-732-6643,
www.fanniemae.com.

• The National Center for Home Equity Con-

version, 360 North Robert, Suite 403, St.

Paul, MN 55101, 651-222-6775;

www.reverse.org.

f. Borrow From Family or Friends

In times of financial crises, some people are lucky

enough to have friends or relatives who can and will

help out. Before asking your college roommate,

Uncle Paul or someone similar, consider the follow-

ing:

• Can the lender really afford to help you? If

the person is on a fixed income and needs

the money to get by, you should probably

look elsewhere for a loan.

• Do you want to owe this person money? If

the loan comes with emotional strings

attached, be sure you can handle the situation

before taking the money.

• Will the loan help you out or will it just delay

the inevitable (most likely, filing for bank-

ruptcy)? Don’t borrow money to make pay-

ments on debts you will eventually discharge

in bankruptcy.

• Will you have to repay the loan now or will

the lender let you wait until you’re back on

your feet? If you have to make payments now,

you’re just adding another monthly payment

to your already unmanageable pile of debts.

• If the loan is from your parents, can you treat

it as part of your eventual inheritance? If so,

you won’t ever have to repay it. If your sib-

lings get angry that you’re getting some of

mom and dad’s money, be sure they under-

stand that your inheritance will be reduced

accordingly.

g. Options to Avoid

• Borrowing From a Finance Company
A few finance companies lend money to con-

sumers. These companies make secured con-

solidation loans, requiring that you pledge

your house, car or other personal property as

collateral. The loans are just like second mort-

gages or secured personal loans; you’ll usu-

ally be charged interest between 10% and

15% and if you default on the loan, the fi-

nance company can foreclose on your home

or take your property.

Finance companies and similar lenders also

make unsecured consolidation loans—that is,

they may lend you some money without re-

quiring that you pledge any property as a

guarantee that you’ll pay. But the interest rate

on these loans can be astronomical, often

reaching 25% or more. Lenders also charge all

kinds of fees—many not disclosed—bringing

the effective interest rate closer to 50%.

If you want to take out a consolidation

loan, you are better off borrowing from a

bank or credit union than a finance company.

Many finance companies engage in illegal or

borderline collection practices if you default,

and are not as willing as banks and credit
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unions to negotiate if you have trouble pay-

ing. Furthermore, loans from finance compa-

nies may be viewed negatively by potential

creditors who see them in your credit file.

They often imply prior debt problems.

• Tax Refund Anticipation Loans
Although getting a tax refund fast is often a

good way to get quick cash, you should

probably avoid a tax refund anticipation loan.

A tax refund anticipation loan is a loan, of-

fered by a private company, for the period of

time between the day you file your tax return

and the day you get your refund from the

IRS. The amount of the loan is equal to the

amount of your anticipated refund minus the

loan fee (which is often quite high), minus

the fee for electronic filing and minus the tax

preparation fee. For example, if you expect a

tax refund of $500, the company might

charge you $75. You will get only $425 of

your $500 refund.

It is usually better to be patient and wait for

your refund, rather than pay the high fee for

a tax refund anticipation loan. In most cases,

you can file your return electronically or by

fax and get the money quickly. For more in-

formation on how to get a refund sooner and

for answers to other tax questions, contact the

IRS at 800-829-1040 (voice), 800-829-4059

(TDD) or visit its website at www.irs.treas.gov.

• Payday Loans
The payday loan industry is growing fast. In

many states, these loans are illegal. In others,

lenders may offer a similar type of loan, but

call it something else. Either way, think twice

before you get one of these loans.

A payday loan works like this: You give the

lender a check and get back an amount of

money less than the face value of the check.

Some lenders offer an alternative automatic

debit arrangement. For example, if you give

the lender a check for $300, it may give you

$250 in cash and keep the remaining $50 as

its fee. The lender holds on to the check for a

few weeks (often until your payday). At this

time, you must pay the lender the face value

of the check ($300), allow the lender to cash

the check and keep the money or take out

another loan and pay another fee. This is a

very expensive way to borrow money. To

find out more about the payday loan laws in

your state, visit the National Consumer Law

Center’s website at www.consumerlaw.org.

• Pawnshops
Visiting a pawnshop should be one of the last

ways you consider raising cash. At a pawn-

shop, you leave your property such as jew-

elry, television, or musical instrument. In re-

turn, the pawnbroker lends you approxi-

mately 50% to 60% of the item’s resale value;

the average amount of a pawnshop loan is

$50 or so.

You are given a few months to repay the

loan, and are charged interest, often at an ex-

orbitant rate. If you default on your loan to a

pawnshop, the property left at the shop be-

comes the property of the pawnbroker.

• Debt Consolidation Companies
Debt consolidating, debt pooling, budget

planning, debt adjusting or debt prorating

companies produce poor results. They siphon

off your limited resources in debt consolida-

tion charges, pay only a few creditors and

jeopardize much of your property. These

companies are often merely a front for loan

sharking. Some charge outrageously high in-

terest. Others charge ridiculously high fees.

Debt consolidating is either regulated or

prohibited in most states. These laws usually

don’t apply to nonprofit organizations, law-

yers and merchant-owned associations claim-

ing to help debtors.
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3. Negotiate With Your Creditors

If you can get some money, consider negotiating

with your creditors. Negotiation can buy you time

to get your finances in order. You can also negoti-

ate to get your creditors to agree to accept consider-

ably less than you owe as a complete settlement of

your debts.

Suggestions and forms for negotiating with your

creditors are in Chapter 3.

Beware of the IRS if you settle a debt.
A tax law could cost you money if you settle

a debt with a creditor or if a creditor writes off

money you owe—that is, ceases collection efforts,

declares the debt uncollectible and reports it as a

tax loss to the IRS. (26 U.S.C. § 108.) Debts subject

to this law include money owed after a house fore-

closure, after a property repossession or on a credit

card bill you don’t pay. A creditor must set a uni-

form policy to write off all debts after a set period

of time, such as one, two or three years after de-

fault.

Any bank, credit union, savings and loan or

other financial institution that forgives or writes off

$600 or more of the principal of a debt (the amount

not attributable to fees or interest) must send you

and the IRS a Form 1099-C at the end of the tax

year. These forms are for the report of income,

which means that when you file your tax return for

the tax year in which your debt was forgiven or

written off, the IRS will make sure that you report

the amount on the Form 1099-C as income.

There are several exceptions stated in the Inter-

nal Revenue Code. For example, even if the finan-

cial institution issues a Form 1099-C, you do not

have to report the income on your tax return if:

• the cancellation or write off of the debt is in-

tended as a gift (this would be unusual)

• you discharge the debt in bankruptcy, or

• you were insolvent before the creditor agreed

to waive or write off the debt.

Insolvency means that your debts exceed the

value of your assets. Therefore, to figure out

whether or not you are insolvent, you will have to

total up your assets and your debts, including the

debt that was forgiven or written off.

If you conclude that you are insolvent, complete

IRS Form 982 and attach it to your tax return. You

can download the form off the IRS’s website at

http://www.irs.treas.gov. Completing it is simple.

4. Get Outside Help to Design a
Repayment Plan

Many people aren’t well-equipped to negotiate with

their creditors. Inside, they may feel that they are

obliged to make full payment. Or, their creditors

may be so hard-nosed that the process is too un-

pleasant to stomach. And some people just haven’t

honed their negotiation skills.

If you don’t want to negotiate with your credi-

tors, there are people and organizations available to

help you. Creditors are often more than happy to

work with respected organizations that work with

debtors who are serious about repaying their debts.

Nonprofit credit and debt counseling agencies (see

Appendix 1), the United Way or a church or syna-

gogue are all excellent prospects. These organiza-

tions will help you figure out how much you owe,

how much you can afford to pay each month and

what your various options are—including bank-

ruptcy. A credit or debt counseling agency will also

talk to your creditors for you. Check your phone

book’s Yellow Pages under Counseling.

Use caution with lawyers and credit
repair clinics. A lawyer can help, but law-

yers charge high fees which rarely are justified, es-

pecially when you’re heavily in debt. Whatever you

do, don’t use a credit repair clinic. (See Chapter 6,

Section G.)
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5. File for Chapter 7 Bankruptcy

Chapter 7 bankruptcy is the bankruptcy plan most

people have heard about. It allows you to wipe out

most consumer debts—credit cards, medical bills

and the like. In exchange, however, you might have

to surrender some of your property, such as a

second car, valuable electronic equipment or a

vacation home. To file, you fill out several forms

that describe your property, your current income

and expenses, your debts and any recent purchases

and gifts. Then you file the forms with the federal

bankruptcy court in your area.

Filing for bankruptcy puts into effect the “auto-

matic stay.” The automatic stay immediately stops

your creditors from trying to collect what you owe

them. So, at least temporarily, creditors cannot le-

gally take (garnish) your wages, empty your bank

account, go after your car, house or other property

or cut off your utility service.

Until your bankruptcy case ends, your past

financial problems are in the hands of the bank-

ruptcy court. Nothing can be sold or paid without

the court’s consent. You keep control, however, of

virtually all property and income you acquire after

you file for bankruptcy.

At the end of the bankruptcy process, most of

your debts are discharged—wiped out—by the

court. You no longer legally owe the debts you

owed when you filed for bankruptcy. If you incur

debts after filing, however, you are still obligated to

pay them. And you can’t file for Chapter 7 bank-

ruptcy again for another six years from the date of

your filing.

Of course, bankruptcy isn’t for everyone. One

reason is that many types of debts can’t be erased

in Chapter 7 bankruptcy, including:

• child support or alimony obligations

• student loans, unless repaying would cause

you undue hardship

• court-ordered restitution—payments you’re

ordered to make after a criminal conviction

• most federal, state and local income taxes less

than three years past due, and any money

borrowed or charged to pay those tax debts

• debts arising from intoxicated driving

• debts from a marital settlement agreement or

divorce decree unless the bankruptcy judge

rules it would be impossible for you to pay or

that the benefit you’d get by the discharge

outweighs any harm to your ex-spouse, and

• debts that a bankruptcy judge rules were

incurred as a result of a wrongful act on your

part—examples include debts incurred from

fraud (such as lying on a credit application or

writing a bad check), based on intentional

injury (such as assault, battery, false imprison-

ment, libel and slander), larceny (theft),

breach of trust or embezzlement.
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Bankruptcy Law May Change
for the Worse

In 2001, the United States Congress passed,

and President Bush came close to signing,

legislation that makes sweeping changes to

bankruptcy law. The legislation was stalled in

September 2001, but is now back under discus-

sion. Congressional proponents and opponents

of the bill are currently trying to resolve sev-

eral issues. If they succeed, and President Bush

signs the bill, the new rules will take effect 180

days later.

The bill is backed by the credit card indus-

try and is unfriendly to debtors. Among other

things, the bill would prohibit some people

from filing for bankruptcy, add to the list of

debts that people cannot get rid of in bank-

ruptcy, make it harder for people to come up

with manageable repayment plans, and limit

protection from collection efforts during the

bankruptcy case (for example, evictions would

no longer be stopped or delayed by filing for

bankruptcy).

At the time this book is published, the legis-

lation may have already become law. To learn

about its status and details of its provisions,

check Legal Updates on Nolo’s website

(www.nolo.com). The websites of the American

Bankruptcy Institute (www.abiworld.org) and

Commercial Law League of America

(www.clla.org) also have up-to-date information

about the legislation.

For more information on Chapter 7 bank-
ruptcy, see How to File for Chapter 7 Bank-

ruptcy, by Stephen Elias, Albin Renauer, Robin

Leonard and Kathleen Michon, or Bankruptcy: Is It

the Right Solution to Your Debt Problems? by Robin

Leonard, both published by Nolo.

6. Pay Over Time With Chapter 13
Bankruptcy

If you have steady income and think you could

squeeze out regular monthly payments, Chapter 13

bankruptcy may be a good option. Chapter 13

allows you to keep your property and use your dis-

posable income (net income less reasonable ex-

penses) to pay all or a portion of your debts over

three to five years. You can use wages, benefits,

investment income, business earnings or any other

income to make your payments.

Most people file for Chapter 13 bankruptcy to

make up missed mortgage or car payments and get

back on track with their original loan, or to pay off a

tax debt or student loan. These are not the only rea-

sons people file for Chapter 13 bankruptcy, however.

If you cannot complete a Chapter 13 repayment

plan—for example, you lose your job six months

into the plan and can’t make the payments—the

bankruptcy court has the authority to change your

plan. If the problem looks temporary, you may be

given a grace period, an extended repayment pe-

riod or a reduction of the total owed. If it’s clear

that you can’t possibly complete the plan because

of circumstances beyond your control, the bank-

ruptcy court might even let you discharge (cancel)

your debts on the basis of hardship.

If the bankruptcy court won’t let you modify

your plan or give you a hardship discharge, you

have the right to:

• convert to a Chapter 7 bankruptcy, or

• dismiss your Chapter 13 case. A dismissal

would leave you in the same position as you

were in before you filed, except that you’ll

owe less because of the payments you made.

Your creditors will add to the debt the

interest that was abated from the time you

filed your Chapter 13 petition until it was

dismissed.

For more information on Chapter 13
bankruptcy, see Chapter 13 Bankruptcy:

Repay Your Debts, by Robin Leonard, or Bank-

ruptcy: Is It the Right Solution to Your Debt Prob-

lems? by Robin Leonard, both published by Nolo.
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If you skip this section, come back later.
If you’d rather clean up your credit report or

pay off your debts before doing a budget, skip

ahead, but be sure to return to this chapter later.

You must make a budget as a part of repairing your

credit.

A n essential step in repairing your credit is

to understand where your money goes.

With that information in hand, you can

make intelligent choices about how to spend your

money. If you’d rather not create a budget yourself,

you can contact a nonprofit credit or debt counsel-

ing organization. Information on credit and debt

counseling agencies is located in Appendix 1.

Budgeting help. Several excellent computer

programs, such as Quicken, can help you

keep track of your expenses, particularly those paid

by check or credit card. Many of these programs

have budget features as well. Be sure you have an

opportunity to record your cash outlays, however,

before relying on these budgeting features. This is

because many commercial budgeting programs

have you analyze your expenses paid primarily by

check, and overlook the most obvious source of

payment—cash.

A. Keep Track of Your Daily
Expenditures

Your goal in this chapter is to create a monthly

budget—to compare your average monthly ex-

penses to your total monthly income. This section

introduces Form F-2: Daily Expenditures (copies are

below, in Appendix 3 and on the CD-ROM) on

which you have space to record everything you

spend over the course of a week, paying special

attention to cash outlays. Here’s how to use the

form:

1. Make eight copies of the form so you can

record your expenditures for two months. (To

create your monthly budget, record expenses

for two months. By doing this, you avoid cre-

ating a budget based on a week or a month

of unusually high or low expenses.) If you

are married or live with someone with whom

you share expenses, make 16 copies so you

each can record your expenditures.

2. Select a Sunday to begin recording your

expenses.

3. Record that Sunday’s date in the blank at the

top of one copy of the form.

4. Carry that week’s form with you at all times.

5. Record every expense you pay for by cash or

cash equivalent. “Cash equivalent” means

check, ATM or debit card or automatic bank

withdrawal. Be sure to include bank fees.

Also, don’t forget savings and investments,

such as deposits into savings accounts, certifi-

cates of deposit or money market accounts,

or purchases of investments such as stocks or

bonds.

Do not record credit card charges, as your

goal is to get a picture of where your cash

goes. When you make a payment on a credit

card bill, however, list the items paid for. If

you don’t pay the entire bill, list the older

charges that total a little less than the amount

paid—attribute the rest of your payment to

interest.

EXAMPLE: On Sunday night, you pay your bills

for the week and make a $450 payment toward

your $1,000 credit card bill. The $1,000 includes

a $500 balance from the previous month, a $350

airline ticket, a few restaurant meals and accrued

interest. On your Daily Expenditure Form for

Sunday, you list $450 in the second column. In

the first column, you identify corresponding

expenses—and attribute some of it to interest.

In this example, you have to look at your credit

card statement from the previous month.

6. At the end of the week, put away the form

and take out another copy. Go back to Step 3.

7. At the end of the eight weeks, list on any

form under the category “Other Expenditures”
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seasonal, annual, semi-annual or quarterly

expenses you incur but did not pay during

your two-month recording period. The most

common are property taxes, car registration,

magazine subscriptions, tax preparation fees

and insurance payments. But there are others.

For example, if you do your recording in the

winter months, don’t forget summer expenses

such as camp fees for your children or pool

maintenance. Similarly, in the summer or

spring you probably won’t account for your

annual holiday gift expenses. Be creative and

thorough.

B. Total Up Your Income

Your expenditures account for only half of the

picture. You also need to add up your monthly

income. Use Form F-3: Monthly Income From All

Sources (copies are below, in Appendix 3 and on

the CD-ROM).

If you are married or live with someone with

whom you share expenses, include income informa-

tion for both partners.

Column 1: Source of income. In Part A, list the

jobs for which you receive a salary or wages. In

Part B, list all self-employment for which you

receive income, including farm income and sales

commissions. In Part C, list any other sources of

income. Here are some examples of other kinds of

income.

• Bonus pay. List all regular bonuses you

receive, such as an annual $500 end-of-year

bonus.

• Dividends and interest. List all sources of

dividends or interest—for example, bank

accounts, security deposits or stocks.

• Alimony or child support. Enter the type of

support you receive for yourself (alimony,

spousal support or maintenance) or on behalf

of your children (child support).

• Pension or retirement income. List the

source of any pension, annuity, IRA, Keogh

or other retirement payments you receive.

• Other public assistance. Enter the types of

any public benefits, such as SSI, public assis-

tance, disability payments, veterans’ benefits,

unemployment compensation, worker’s com-

pensation or any other government benefit

which you receive.

• Other. Identify any other sources of income,

such as a tax refund you received within the

past year or expect to receive within the next

year, or payments you receive from friends or

relatives. If, within the past 12 months, you

received any one-time lump sum payment

(such as the proceeds from an insurance

policy or from the sale of a valuable asset),

don’t list it as income.

Column 2: Amount of each payment. For

each source of income you listed in Parts A and B

of Column 1, enter the amount you receive each

pay period. If you don’t receive the same amount

each period, average the last 12. Then enter your

deductions for each pay period. Again, if these

amounts vary, enter an average of the last 12

months. For the income you listed in Part A, you

probably need to get out a pay stub to see how

much is deducted from your paycheck. Subtract the
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F-3

 Monthly Income From All Sources

1 2 3 4
Amount of Period covered Amount

Source of Income each payment by each payment per month

A. Wages or Salary

Job 1: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $

Job 2: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $

Job 3: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $
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 Monthly Income From All Sources (cont’d)

1 2 3 4
Amount of Period covered Amount

Source of Income each payment by each payment per month

B. Self-Employment Income

Job 1: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Self-employment taxes

Other mandatory deductions (specify):

Subtotal $

Job 2: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Self-employment taxes

Other mandatory deductions (specify):

Subtotal $

C. Other Sources

Bonuses

Dividends and interest

Rent, lease or license income

Royalties

Note or trust income

Alimony or child support you receive

Pension or retirement income

Social Security

Other public assistance

Other (specify):

Total monthly income $

F-3
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deductions and enter your net income in the Sub-

total blank in Column 2.

In Part C, enter the amount of each payment for

each source of income.

Column 3: Period covered by each payment.
For each source of income, enter the period covered

by each payment—such as weekly, twice monthly

(24 times a year), every other week (26 times a

year), monthly, quarterly (common for royalties), or

annually (common for farm income).

Column 4: Amount per month. Multiply or

divide the subtotals (or amounts in Part C) in

Column 2 to determine the monthly amount. For

example, if you are paid twice a month, multiply

the Column 2 amount by two. If you are paid every

other week, multiply the amount by 26 (for the

annual amount) and divide by 12. (The shortcut is

to multiply by 2.167.)

When you are done, total up Column 4. This is

your total monthly income.

C. Make a Budget or
Spending Plan

After you’ve kept track of your expenses and in-

come for a couple of months, you’re ready to create

a budget, or spending plan. (Although most people

are more familiar with the term “budget,” many

people find it restrictive and prefer the term “spend-

ing plan.” Use whichever is more comfortable for

you.)

Your twin goals in making a budget are to con-

trol your impulses to overspend and to help you

start saving money—an essential part of repairing

your credit. You use the figures you entered on

Forms F-2 and F-3 as the basis for your budget.

To make (and use) a monthly budget, follow

these steps:

1. On a blank piece of paper, write down

categories into which your expenses fall. (See

list, below, for suggested categories.) Also,

total up your two months’ (or estimated

seasonal, annual, semi-annual or quarterly)

expenses for the categories you create.

2. Starting on a second piece of paper, list your

categories of expenses down the left side of

the page. Use as many sheets as you need to

list all categories. These are your budget

sheets. (See the sample below.)

3. On the sheets containing your list of catego-

ries, make 13 columns. Label the first one

“projected” and the remaining 12 with the

months of the year. Unless today is the first of

the month, start with next month.

4. Using your total actual expenses for the two

months you tracked or your estimated

seasonal, annual, semi-annual or quarterly

expenses, project your monthly expenses for

the categories you’ve listed. To find your pro-

jected monthly expenses, divide your actual

two months’ expenses by two, divide your

total seasonal or annual expenses by 12, di-

vide your semi-annual expenses by six and

divide your quarterly expenses by four.

5. Enter your projected monthly expenses into

the “projected” column of your budget sheets.

6. Add up all projected monthly expenses and

enter the total into the “Total Expenses”

category at the bottom of the projected

column.

7. Enter your projected monthly income from

Form F-3 below your total projected ex-

penses.

8. Figure out the difference. If your expenses

exceed your income, you will have to cut

expenses or increase your income. One way

to do this is to make more money—but let’s

assume that you are not likely to get a sub-

stantial raise, find a new (higher-paying) job,

take on a second job, or make significant

money by selling assets. This means you need

to find ways to decrease your expenses with-

out depriving yourself of items or services

you truly need. Review your expenses with

any eye toward reducing. Rather than looking

to cut out categories completely, look for
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categories you can comfortably reduce

slightly. For example, let’s say you need to

cut $75 from your budget. You had planned

to buy $25 in music each month, but you can

reduce it by $10 easily. You had also planned

on spending $55 a month to eat dinner out,

but are willing to decrease that to $35,

thereby saving $20. Keep looking for catego-

ries in which you can make similar, small

adjustments.

9. Return to your budget and category by

category make the kinds of small adjustments

described above. Once you’re done making

your adjustments, enter your new total.

10. During the course of a month, use a pencil to

write down your expenses in each category.

At the end of the month, total up the amount

you spent. How are you doing? Are you

keeping close to your projected figures? (See

the sample below.)

Don’t think of your budget as etched in

stone. If you do, and you spend more on an

item than you’ve budgeted, you’ll only find

yourself frustrated. Use your budget as a

guide. If you constantly overspend in an area,

you need to change the projected amount for

that category—don’t berate yourself. Keep in

mind that a budget is designed to help you

recognize what you can afford—not to fill in

the “correct” numbers. Check your figures

periodically to help you keep an eye on how

you’re doing. If one month an annual payment

comes due (such as your car registration),

you’ll need to cut back in other categories

that month. If you never have enough money

to make ends meet (you’re using credit cards

and not paying the balance in full each

month), it’s time to adjust some more. (See

Section D, below, for suggestions of ways to

control your spending.)

Categories of Expenses

Home
rent/mortgage
property taxes
insurance (renter’s or

homeowner’s)
homeowner’s association dues
telephone
gas & electric
water & sewer
cable TV
garbage
household supplies
housewares
furniture & appliances
cleaning
yard or pool care
maintenance & repairs

Food
groceries
breakfast out
lunch out
dinner out
coffee/tea
snacks

Wearing Apparel
clothing & accessories
laundry, dry cleaning &

mending

Self Care
toiletries & cosmetics
haircuts
massage
health club membership
donations

Health Care
insurance
medications
vitamins
doctors
dentist
eyecare
therapy

Transportation
insurance
road service club
registration
gasoline

maintenance & repairs
car wash
parking & tolls
public transit & cabs
parking tickets

Entertainment
music
movies & video rentals
concerts, theater & ballet
museums
sporting events
hobbies & lessons
club dues or membership
film development
books, magazines & news-

papers
software

Dependent Care
child care
clothing
allowance
school expenses
toys & entertainment

Pet Care
grooming
vet
food, toys & supplies

Education
tuition or loan payments
books & supplies

Travel

Gifts & Cards
holidays
birthdays & anniversaries
weddings & showers

Personal Business
supplies
photocopying
postage
bank & credit card fees
lawyer
accountant

Taxes

Insurance

Savings & Investments
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Sample Monthly Budget (cont’d)
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D. Prevent Future
Financial Problems

There are no magic rules that will solve everyone’s

financial troubles. But nine suggestions should help

you stay out of financial hot water. If you have a

family, everyone will have to participate—one per-

son cannot do all the work alone. So make sure

your spouse or partner, and the kids, understand

that the family is having financial difficulties and

agree together to take the steps that will lead to

recovery.

1. Create a realistic budget and stick to it.
This means periodically checking it and read-

justing your figures and spending habits.

2. Don’t impulse buy. When you see some-

thing you hadn’t planned to buy, don’t pur-

chase it on the spot. Go home and think it

over. It’s unlikely you’ll return to the store

and buy it.

3. Avoid sales. Buying a $500 item on sale for

$400 isn’t a $100 savings if you didn’t need

the item to begin with. It’s spending $400

unnecessarily.

4. Get medical insurance if at all possible.
Even a stopgap policy with a large deductible

can help if a medical crisis comes up. You

can’t avoid medical emergencies, but living

without medical insurance is an invitation to

financial ruin.

5. Charge items only if you can afford to
pay for them now. If you don’t currently

have the cash, don’t charge based on future

income—sometimes future income doesn’t

materialize. An alternative is to toss all of

your credit cards in a drawer and commit to

living without credit for a while Or even bet-

ter, cancel the cards that you really don’t

need. (To learn the correct way to cancel a

credit card, see Chapter 6, Section C.5.)

6. Avoid large rent or house payments.
Obligate yourself only to what you can now

afford and increase your mortgage or rent

payments only as your income increases.

Consider refinancing your house if your

payments are unwieldy.

7. Avoid cosigning or guaranteeing a loan
for someone. Your signature obligates you

as if you were the primary borrower. You

can’t be sure that the other person will pay.

8. Similarly, avoid joint obligations with
people who have questionable spending
habits—even a spouse or significant other.
If you incur a joint debt, you’re probably li-

able for all of it if the other person defaults.

9. Don’t make high-risk investments. Invest

conservatively, opting for certificates of de-

posit, money market funds and government

bonds over riskier investments such as specu-

lative real estate, penny stocks and junk

bonds.  �
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T o repair your credit, you must pay attention

to two different kinds of debts: debts that

aren’t overdue (such as current charges on

your utility bill) and your past due accounts (such

as an unpaid phone bill from last month or a

doctor’s bill from last year). You cannot repair your

credit if you ignore your past due debts—those

default notations will stand out in your credit

report. In addition, if you repair your credit and

later default on debts that are now current, you will

have wasted the hard work you did repairing your

credit in the first place.

Most important, stabilize your financial situation

before you worry about repairing your credit. Focus

your energy on finding a job or other income

source and paying accounts in order to keep your

home, car and other necessities. There are some

things you can do to improve your credit even

when your financial situation is still shaky (see

Chapter 4 on how to clean up your credit report),

but for the most part, your credit record will im-

prove only after you demonstrate to creditors that

your financial situation has changed.

More on past due bills. For more detail on

paying your past due bills and contacting

your creditors about accounts on which you are

current, see Money Troubles: Legal Strategies to Cope

With Your Debts, by Robin Leonard and Deanne

Loonin (Nolo).

Tips For Sending Letters

Throughout this chapter, you are advised to

send various letters to your creditors, depend-

ing on your situation. When you send a letter,

try to adhere to the following guidelines:

• type your letters or neatly fill in the blanks

of the letters in Appendix 3 or on the CD-

ROM, if possible

• keep a copy for yourself

• send by certified mail, return receipt

requested, and

• if you are enclosing money, use a cashier’s

check or money order if you have any

debts in collection; otherwise the recipient

of the check could pass your checking ac-

count number on to any debt collector,

which will make it easier for the collector

to grab your assets to collect the debt.

A. Deal With Debts Current or
Not Seriously Overdue

If you’ve already fallen behind on all your

debts, jump ahead to Section C, below.

One important step in repairing and maintaining

your credit is to stay current—or to not get too far

behind—on your existing debts. If it looks like you

can’t pay, your best bet is to contact your creditors

before you miss a payment.

Negotiating with your creditors for extra time or

to change the terms of your agreement isn’t particu-

larly difficult. Creditors generally like to hear from

people who anticipate having problems paying their

bills. If you simply skip your payment, the creditor

assumes the worst—that you’re a deadbeat trying to

get away with not paying. If you call or write in

advance, however, your creditor will often help you

through your difficulties. Merchants, lenders and

other creditors are aware of unemployment rates,
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To successfully negotiate with your creditors,

you must understand your options, which often

depend on whether a debt is secured or unse-

cured. Knowing whether your debts are secured

or unsecured will also help you decide which

debts to pay first.

Secured debts are linked to specific items of

property, called “collateral.” One way for a debt

to be secured is for you to sign an agreement to

create a secured debt and specify the collateral.

The collateral guarantees payment of the debt. If

you don’t pay, the creditor has the legal right to

take the collateral. Because of this, these debts

will usually be your highest priority (unless you

don’t care if you lose the collateral). The other

way a debt becomes secured is for a creditor to

record a lien (a notice that you owe the creditor

money) against the property.

Common examples of secured debts include:

• mortgages and home equity loans (also

called second mortgages)—loans to buy, re-

finance or fix up a house or other real estate

• loans for cars, boats, tractors, motorcycles,

planes, RVs

• personal loans from finance companies

where you pledge as collateral real estate or

personal property, such as a paid-off motor

vehicle

• department store charges when the store

requires you to sign a security agreement in

which you state that the item purchased is

collateral for your repayment (most store

charges are not secured), and

• tax liens, judgment liens, mechanic liens and

child support liens.

Unsecured debts have no collateral. For

example, when you charge a television set on

your Visa card, the creditor can’t take the televi-

sion back if you don’t pay your Visa bill. If the

credit card company wants to be paid, it must

sue you, get a judgment for the money you owe

and try to collect. A creditor who wins a lawsuit

typically can go after your wages, bank accounts

and valuable property.

The majority of debts are unsecured. Some

common ones are:

• credit and charge card purchases and cash

advances (Visa, MasterCard, American

Express, Discover Card)

• gasoline charges

• most department store charges

• student loans

• bills from doctors, dentists, hospitals,

accountants and lawyers

• alimony and child support

• loans from friends or relatives unless you

gave the person a note secured by some

property you own

• rent, and

• utility bills.

Usually, paying unsecured debts should be a

lower priority than paying secured debts. How-

ever, because collectors of some unsecured debts

such as student loans and unpaid child support

are allowed to use more aggressive collection

tactics than the typical unsecured creditor, those

debts deserve more attention.

Understand the Two Kinds of Debts
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underemployment trends, income reductions, cor-

porate mergers and downsizing, and other sour

economic realities. And when times turn good

again, they’re going to want—and need—your busi-

ness. So they may be accommodating now.

As soon as it becomes clear to you that you’re

going to have trouble paying your bills, contact

your creditors. Your goals are twofold: You want

time to pay and you don’t want the creditor to re-

port your bill as past due to credit bureaus. Calling

your creditors is faster than writing, but if you find

it easier to express yourself on paper than over the

phone, go ahead and write. If you call, follow up

your call with a confirming letter so that you and

the creditor have some evidence of what you

agreed to. If you write, make sure your letter will

get there before your payment is due. (Section B,

below, explains how to use the form letters

included in this book.)

Your success with your creditors will depend on

the type of debt, the creditor’s policies and your

ability to negotiate. Follow these key points when

dealing with your creditors:

Explain the problem clearly. Creditors can

easily grasp accidents, job layoffs, emergency ex-

penses for your child’s health, costs of caring for an

aged family member or a large back tax assessment.

Mention any development that points to an
improving financial condition. Creditors like to

hear about disability or unemployment benefits

beginning, job prospects, an expense about to end

(such as a child finishing school), the end of a strike,

a job recall or a small inheritance on the way.

If you can afford it, send a token payment.
This tells the creditor that you are serious about

paying but just can’t now. Of course, the creditor

might also take your money and continue to refuse

to negotiate with you.

Negotiation is often a good strategy, but it doesn’t

always work. Increasing numbers of creditors simply

will not negotiate with debtors. Despite the fact that

creditors get at least something when they negotiate

settlements with debtors, many ignore debtors’ pleas

for help, continue to call demanding payment and

leave debtors with few options other than filing for

bankruptcy. In fact, nearly one-third of the people

who filed for bankruptcy during the mid-1990s stated

that the final straw that sent them into bankruptcy

was the unreasonableness of their creditors or the

collection agencies hired by their creditors. However,

even if some creditors are unwilling to negotiate,

you’ll never know until you try.

Skip ahead if you don’t have these debts.
Below is advice for dealing with specific

types of debts: rent and mortgage payments, utility

and telephone bills, car payments, secured loans,

student loans, insurance policies, bills from profes-

sionals and credit card payments. Read only the

sections that apply to you.

1. Rent Payments

Many landlords will let their tenants pay rent late

for a month or two, especially if the tenant has

been reliable in the past. You will have the best

chance of working out a payment plan if you

contact the landlord promptly.

If your rent is too steep for your budget, you

could try asking for a reduction. Many landlords

won’t agree, but in areas where property values

have declined or the vacancy rate has increased

(there are many empty units on the market), it might

work. The landlord may agree to accept a partial

payment now and the rest later. The landlord may

even temporarily lower your rent, rather than have

to evict you or re-rent the place if you move out.
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If your landlord agrees to a rent reduction or late

payments, send or hand deliver a letter confirming

the arrangement. (See the sample, below.) Be sure

to keep a copy for yourself. Once the understand-

ing is written down, the landlord will have a hard

time evicting you as long as you live up to your

new agreement.

Sample Letter to Landlord

Frank O’Neill
1556 North Lakefront
Minneapolis, MN 67890

November 22, 20xx

Dear Frank:

Thanks for being so understanding. This letter is to con-
firm the telephone conversation we had yesterday.

My lease requires that I pay rent of $750 per month.
You agreed to reduce my rent to $600 per month,
beginning December 1, 20xx, and lasting until I find
another job, but not to exceed six months. That is,
even if I haven’t found a new job, my rent will go
back to $750 per month on June 1, 20xy.

Thank you again for your understanding and help. As I
mentioned on the phone, I am following all leads in
order to secure another job shortly.

Sincerely,

Abigail Landsberg
Abigail Landsberg

If your landlord refuses to help out, your options

are limited. If you don’t pay the amount of rent you

obligated yourself to pay, your landlord can—and no

doubt will—evict you. You are usually better off trying

to get a roommate or moving out before any eviction

takes place.

If you have a month-to-month tenancy, you merely

have to give your landlord the amount of notice re-

quired under your rental agreement before you move

out (often 30 days). Of course, if moving out means

living on the streets, you might as well stay and see

what action the landlord takes. This is especially true

in areas where evictions can take several weeks.

If you have a written lease, you will violate it by

moving out before the lease term expires. If you know

of someone who can take over your lease, recom-

mend that person to your landlord. The landlord

must accept her unless he has another tenant in

mind or her credit is bad and he’s convinced she

couldn’t pay the rent. Even if you don’t find some-

one to take over the lease, the landlord has a duty

to “mitigate” damages—he must try to re-rent the

place as soon as possible in order to collect the rent

he’s losing by your moving. Your landlord could, in

theory, hold you responsible for the balance of rent

due under the agreement. But, if he re-rents the

property, you’ll only have to pay for the months in

which the property is vacant. If you advanced one

or two months’ rent or paid a security deposit when

you moved in, the landlord will probably put that

money toward any rent you owe.

If you end up owing your landlord some money

and don’t pay it, your landlord might report the

amount due to the credit bureaus or to tenant

screening services, which provide the same function

as credit bureaus but gather information for prop-

erty owners and managers. Not all landlords report

this information. But any time the landlord takes

court action—files an eviction lawsuit or sues you

for a balance owed—you can be sure it will appear

in your credit file.
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Tenant information. Complete information

on your rights as a tenant can be found in

Every Tenant’s Legal Guide, by Janet Portman and

Marcia Stewart (Nolo).

2. Mortgage Payments

You have a number of options for dealing with

house payments.

• If you anticipate having trouble making pay-

ments for a few months, contact the lender.

Lenders often defer or waive late charges,

accept interest-only payments, apply prior

prepayments to the current debt or tempo-

rarily reduce or suspend payments. (For more

on these options, see Money Troubles: Legal

Strategies to Cope With Your Debts, by Robin

Leonard and Deanne Loonin (Nolo).)

• If your problem looks long-term, the lender

may let you refinance the loan to reduce the

amount of your monthly payments. If you refi-

nance at a lower interest rate, you may save

money in the long run, too. You’ll need to

show the lender that you have enough in-

come to afford the reduced payments. Before

refinancing your loan, be sure you understand

the potential costs involved—points, loan fees

and many of the same closing costs you paid

when you bought your house. Because you’re

looking to refinance with your original lender,

however, the lender may waive many of these

costs. Be realistic when considering this op-

tion. If you can’t afford your new payments,

refinancing won’t help your financial situa-

tion, and may make it worse.

• If you can’t refinance your loan with the origi-

nal lender, you may be able to find another

lender who will loan you money to pay off all

or some of your first loan. Again, be aware of

the potential costs involved. And read every-

thing carefully before you sign on the dotted

line. Many unscrupulous lenders try to take

advantage of people with financial problems.

If you can’t pay your mortgage and can’t work

out a deal with your original or a new lender, you

have three options:

• Sell the house. This is usually the best op-

tion. Many investors and savvy buyers look to

buy “distressed” houses—houses in or near

foreclosure. You probably won’t get top dol-

lar, but you should be able to at least save

some of the equity you have built up and

avoid doing serious damage to your credit.

• Walk away from your house. Especially if

you owe more than your house is worth, you

may be best off moving out and giving the

keys to the lender. Money Troubles: Legal

Strategies to Cope With Your Debts, by Robin

Leonard and Deanne Loonin (Nolo), discusses

steps to take if you plan to walk away from

your home. To do this, you transfer your own-

ership interest in your home to the lender—

called a deed in lieu of foreclosure. Lenders

don’t have to accept your deed in lieu, but

many will. Keep in mind that with a deed in

lieu, you won’t get any cash back, even if you

have lots of equity in your home. And it may

have negative tax consequences. (For more on

tax costs, see the caution icon in Chapter 1,

Section C3.) The deed in lieu may also appear

on your credit report as a negative mark. If

you opt for a deed in lieu, try to get conces-

sions from the lender—after all, you are saving

it the expense and hassle of foreclosing on

your home. For example, ask the lender to

eliminate negative references on your credit

report or give you more time to stay in the

house.

• Let the lender foreclose—force a sale of
your house. If this happens, you may still

owe money. In most states, if the sale price

doesn’t cover what you owe, the lender gets

something called a “deficiency balance.” A de-

ficiency balance is the difference between the

amount you owe the foreclosing lender and

the amount he sells the house for.
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How a Foreclosure Works

If you haven’t been able to sell your house and

you don’t just walk away, your lender will

probably foreclose. Here’s generally what to

expect (the exact process varies from state to

state). After you miss a few payments, the

lender will send you a letter reminding you

that your payments are late and imposing a

late fee. If you don’t respond, the lender will

wait another 60 days or so and then send you

a notice telling you that your loan is in default

and that it will begin foreclosure proceedings

unless payment is received.

After getting this notice, you have about 90

days to “cure” the default and reinstate the

loan—pay all your missed payments, late fees

and other charges. The only way to avoid fore-

closure is to sell the house during this period.

If you were being picky before, now is the

time to accept any offer.

If you don’t cure the default, the lender

applies to a court for an order allowing it to sell

your house at an auction. (Obtaining court ap-

proval is unnecessary when the lender issues a

deed of trust, not a mortgage. The two docu-

ments are virtually the same, except that the

holder of a deed of trust can forego court in-

volvement.) Then the lender publishes a notice

of the sale in a newspaper. Between the dates

when the notice is published and the sale takes

place, most lenders let you reinstate the loan by

making up the back payments and penalties.

If you don’t reinstate the loan or sell the

house, the lender will “accelerate” the loan.

This means you no longer can reinstate the

loan. The only way you can keep your house

is by paying the entire balance immediately.

If you don’t pay the balance, your house

will be sold at a foreclosure sale. Anyone with

a financial interest in your house will attend.

The house is sold to the highest bidder.

Even if your problem looks long-term, the lender

may try to work with you to avoid foreclosure. In

the past, lenders were quick to start foreclosure

proceedings. In recent years, however, they have

looked at new ways to work out mortgage delin-

quencies short of foreclosure.

If you want to try to work something out with

your lender, begin negotiating as early as possible.

Also, it’s often a good idea to get help from a non-

profit debt counselor or lawyer with experience in

mortgage workouts. For information on HUD-ap-

proved mortgage counseling agencies in your area,

call 800-569-4287 or 800-877-8339 (TDD).

California foreclosures. For information on

foreclosures in California, including how to

avoid one, see Stop Foreclosure Now in California,

by Lloyd Segal (Nolo).

When Your Loan Is Owned by the
Federal Government

Millions of American homeowners’ loans are

owned by Fannie Mae or Freddie Mac. These

are private corporations created by the United

States government.

Both companies’ default programs empha-

size foreclosure prevention whenever feasible.

They offer rate reductions, term extensions and

other changes for people in financial distress,

especially for people experiencing involuntary

money problems due to things such as an ill-

ness, death of a spouse or job loss. One pos-

sible option would allow you to make partially

reduced payments for up to 18 months.

If you can’t get help from your loan

servicer, contact Fannie Mae or Freddie Mac

directly at:

• Fannie Mae……800-732-6643

www.fanniemae.com

• Freddie Mac……800-373-3343

www.freddiemac.com
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3. Utility and Telephone Bills

Most electric, gas, water and telephone companies

will let you get two or three months behind before

turning off your service or taking other steps to

collect what you owe.

Many utility companies offer reduced rates to

elderly and low income people and have emer-

gency funds to help pay the bills of low-income

people. If you face high heating bills in the winter

or air conditioning bills in the summer, you may

want to see if your utility company offers “level

payments.” This means that the annual bill is aver-

aged and paid in equal payments over 12 months.

During a designated month of the year, the actual

bills are calculated against your level payments and

you are either billed for the balance owed or given

a refund for any overpayment.

To find out if you qualify for reduced rates, level

payments or other programs offered by the utility

company, call and ask. In addition, in many areas,

charitable groups—especially religious organiza-

tions—offer assistance to low-income people need-

ing help with their utility bills. Take advantage of any

assistance available to you. It can be a real hassle,

and expensive, to get your utility service back after

it’s been shut off for nonpayment of your bill.

Keep in mind that most northern states prohibit

termination of heat-related utilities during the winter

months. Other states also have a limited prohibition

against shutoffs for households with elderly or dis-

abled residents and occasionally for households

with infants. Usually, you must show financial hard-

ship to qualify. But, even if you qualify for a prohi-

bition against utility shutoff, you’ll still owe the bill.

4. Car Payments

Handling car payments depends on whether you

buy or lease your vehicle.

a. Purchase Payments

If you suspect you’ll have trouble making your car

payments for several months, your best bet is to sell

the car, pay off the lender and use whatever is left

to pay your other debts or to buy a used car that

can get you where you need to go.

If you want to hold onto your car and you miss a

payment, call the lender immediately and speak to

someone in the customer service or collections de-

partment. Don’t delay. Cars can be, and often are,

repossessed within hours of the time payment was

due. One reason is that the creditor doesn’t have to

get a court judgment before seizing the car. Another

reason is that cars lose value fast—if the creditor has

to auction it off, it wants the largest possible return.

If you present a convincing explanation as to

why your situation is temporary, the lender will

probably grant you an extension, meaning that you

can make the delinquent payment at the end of

your loan period. However, the lender probably

won’t grant an extension unless you’ve made at

least six payments on time. Also, most lenders

charge a fee for granting an extension, and don’t

grant more than one a year.

Instead of granting an extension, the lender may

rewrite the loan to reduce the monthly payments.

This means, however, that you’ll make payments for

a longer period of time and you’ll pay more total

interest.

b. Lease Payments

More than 30% of new car owners lease, rather than

purchase, automobiles. The reasons are many—but

most people like the low monthly payments which

accompany vehicle lease contracts.

If you can’t afford your lease payments, your

first step is to review your lease agreement. If your

total obligation under the lease is less than $25,000

and the lease term exceeds four months (virtually

all car leases meet these two requirements), the fed-

eral Consumer Leasing Act (15 U.S.C. §§ 1667-1667e)
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requires that your lease include disclosures regard-

ing the cost and terms of your lease agreement.

If you want to cancel your lease, look carefully

at the provisions of your lease agreement describing

what happens if you default and how you can

terminate the lease early.

If you can’t figure out how much you’ll owe, in-

form the dealer in writing that you want to cancel

the lease early and ask how much you’ll owe. The

dealer will contact you with the amount. Some con-

sumers have successfully challenged the amount

owed or persuaded the leasing company to drop

large penalties for early termination where the for-

mula used to calculate the amount owed was not

defined in a clear manner or not included in the

lease agreement. If you want to pursue this option,

you’ll need to contact a lawyer. Not all courts agree

as to what constitutes “confusing” in this context –

the best way to find out how your local court has

dealt with the issue is to speak with a lawyer.

5. Loans Where You Pledged
Collateral Other Than a
Motor Vehicle

If a personal loan or store agreement is secured—

for example, you pledged a refrigerator or couch as

collateral for your repayment—the lender probably

won’t reduce what you owe. Instead, it may

threaten to send a truck over and take the property.

Rarely do lenders repossess personal property other

than motor vehicles, however, because appliances

and furniture bring in little money at auctions. Thus,

if you simply stop paying, the lender will probably

sue you before grabbing your new couch.

If you propose something reasonable, the lender

may extend your loan or rewrite it to reduce the

monthly payments. This will keep the property from

being repossessed and keep you from being sued.

6. Student Loans

Under certain circumstances, you may be able to

cancel your obligation to repay your federally guar-

anteed student loans, defer your payments or enter

into a payment schedule that fits with your income.

If you’re in default, you may be able to get out of

default and avoid a lawsuit, wage garnishment or

loss of your tax refund.

The student loan scheme is quite complex,

depending on the type of loan you have and when

you obtained it. Before taking action on your loan,

you must understand what kind of loan it is. Your

ability to negotiate with your lender, defer your

payments or possibly cancel your loan may depend

on the type of loan you have.

There are three primary kinds of federally guar-

anteed student loans: campus-based loans, bank

loans, and Department of Education issued loans.

The campus loans are called Perkins Loans, or the

older National Direct/Defense Student Loans

(NDSLs). The bank loans are called FFELP (Federal

Family Education Loan Program) loans and include

Stafford Loans (previously called Guaranteed Stu-

dent Loans (GSLs)) and Federal Insured Student

Loans (FISLs)), PLUS Loans (loans for parents), SLS

Loans and consolidation loans. Loans issued directly

by the Department of Education are called Direct

Loans and include Stafford, PLUS and consolidation

loans.

How to Get More Information About
Your Student Loans

You can find information about your student

loans through the National Student Loan Data

Base at http://www.nslds.ed.gov. It will pro-

vide you with loan and grant amounts, out-

standing balances, loan status and disburse-

ments. Or, call 800-4-FED-AID.

If you’ve tried the above, and still have

trouble getting information, call the Student

Loan Ombudsman toll-free at 877-557-2575.
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Student loan information. Further informa-

tion on student loans may be found in the

following:

• Take Control of Your Student Loan Debt, by

Robin Leonard and Deanne Loonin (Nolo).

• The Student Guide, published by the U.S.

Department of Education. You can obtain a

copy from the Department of Education’s

Federal Student Aid Information Center (800-

433-3243), the Department of Education’s

Debt Collection Services Office (800-621-3115)

or the Department of Education’s website

(www.ed.gov).

a. Canceling a Student Loan

Depending on the type of loan you have and when

you obtained it, you may be able to cancel all or a

portion of your loan under one of the following cir-

cumstances:

• You become totally and permanently disabled.

• The former student has died.

• Your school closed before you could com-

plete your program of study.

• Your school falsely certified that you were

eligible for a student loan.

• You left school and were entitled to a refund,

but never received the money.

• You teach in a Department of Education-ap-

proved school serving low-income students or

in designated teacher shortage areas (other

types of teacher cancellations are available for

Perkins loans).

• You serve in the U.S. military (partial

concellation for Perkins loans only).

• You’re a full-time employee of a public or

nonprofit agency providing services to low-

income, high-risk children and their families

(Perkins loans only).

• You’re a full-time nurse or medical technician

(Perkins loans only).

• You’re a full-time law enforcement or correc-

tions officer (Perkins loans only).

• You’re a full-time staff member in a Head

Start program (Perkins loans only).

• You’re a Peace Corps or VISTA volunteer

(Perkins loans only).

To cancel a student loan—or to determine if you

qualify for cancellation—call the holder of your

loan or the Department of Education’s Debt Collec-

tion Services Office at 800-621-3115. Be aware that

your loan holder may not inform you of all the op-

tions available to you. For this reason, it pays to

first learn about your options using one of the re-

sources listed in the suggested references icon

above.

b. Obtaining a Deferment of Your
Student Loan Payments

You may be able to defer (postpone) repayment of

a federal student loan if you are not in default—that

is, you have made your payments on time, are in

the grace period after graduation or have been

granted other deferments.

This section only lists deferments for loans dis-

bursed after July 1, 1993. If you have loans dis-

bursed at an earlier date, you can get more informa-

tion from the Department of Education’s website at

www.ed.gov or by calling your loan holder. For

more details on obtaining deferment on any type of

loan, see Take Control of Your Student Loan Debt,

by Robin Leonard and Deanne Loonin (Nolo).

You can request a deferment on any federal loan

disbursed after July 1, 1993, if:

• You are enrolled in school at least half-time.

• You are enrolled in an approved graduate

fellowship program or a rehabilitation pro-

gram for the disabled.

• You are unable to find full-time employment.

• You are suffering from economic hardship.

In addition, you can defer a Perkins loan for

most of the reasons listed in Section a, above.

To obtain a deferment of a federal student loan,

contact the current holder of your loan. If you don’t

know who currently holds your loan, contact the

financial or educational institution you initially

borrowed from. If that institution has sold your loan

or sent it elsewhere, it will tell you.
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Ask the holder of your loan to send you a defer-

ment application form. Fill it out thoroughly. The

holder of your loan may require that you submit

supporting documentation, such as periodic verifi-

cations of your job search if you obtain an unem-

ployment deferment. Be sure to comply. Deferment

forms are available on the Department of

Education’s website at www.ed.gov.

c. Obtaining a Forbearance of Your
Student Loan Payments

If you don’t qualify for a deferment, but are facing

hard times financially, your lender may still allow

you to postpone payments or temporarily reduce

them. An arrangement of this sort is called a for-

bearance. Although forbearances are easier to ob-

tain than deferments—you may be able to obtain a

forbearance even if your loan is in default—they are

less attractive because interest continues to accrue

during the time when you are not making pay-

ments, no matter what type of loan you have.

Lenders typically have the authority to grant for-

bearances in six-month increments for up to two

years. There is no stated condition for qualifying—

it’s usually just up to the lender. Call your lender

and ask.

d. Consolidating Your Student Loans

If you want to repay your loans but can’t afford the

payments and don’t qualify for cancellation, defer-

ment or forbearance, you may be able to consoli-

date your loans.

When you consolidate, you lower your monthly

payments by combining multiple loans into one

packaged loan and extending your current repay-

ment period. You may also be able to refinance

several loans, or just one loan, at a lower interest

rate. But be aware that if you extend your repay-

ment period, you will increase the amount of

money you pay in interest over the life of your

loan—sometimes dramatically. Even so, consolida-

tion is one way to keep your head above water and

avoid default. And if you’ve already defaulted,

consolidation can help you get back on track.

e. Requesting a Flexible
Payment Option

If you have a direct or FFELP Stafford loan, you can

pay it back in any of the four ways listed below. If

you have a direct PLUS loan, you can pay it back in

any of the first three ways:

• the standard ten-year repayment schedule

• an extended repayment schedule—the length

of your payback period depends on the

amount of your loan—from 12 years for loans

under $10,000 to 30 years for loans over

$60,000

• a graduated repayment schedule—you can

pay off your loan in as many as 30 years by

making lower payments in the early years of

the loan and higher payments later, and

• an income-contingent repayment plan (for

Direct loans) or an income-sensitive repay-

ment plan (for FFELP loans)—your payments

change each year based on the amount of

your income, the amount of your student loan

and your family size.

While these payment options can offer much

relief, opting for one could cost you a lot. For

example, if you stretch your payments out for 20 or

30 years, you will wind up paying thousands—

possibly tens of thousands—of dollars more in in-

terest than you would have if you paid your loans

off in ten years. While financial institutions are not

obligated to offer extended, graduated or income-

contingent repayment plans, many do so in order to

remain competitive with the government direct

lending program.

Many websites have calculators to help you fig-

ure out your monthly payments under different pay-

ment plans. Check out the calculators on the De-

partment of Education’s website at www.ed.gov.
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Many loan servicers also have online payment cal-

culators.

f. Getting Out of Default

You can get out of default on any government loan

if you make a certain number of payments under a

“reasonable and affordable” payment plan and then

rehabilitate the loan. This is how it works: You have

the right to get on a payment plan that is “reason-

able and affordable” based on your financial cir-

cumstances. If you make six consecutive timely

payments under this plan, you will become eligible

for new student loans and grants. Only enter into

this payment arrangement if you can truly afford it.

If you default, you won’t get another chance to get

out of default this way.

If you make twelve consecutive timely payments

and jump through a few other hoops, you will be

able to “rehabilitate” your loan – this means you’ll

no longer be in default.

Once you’re out of default, and if you don’t

qualify for a deferment of the loan, you will have to

repay the loan within ten years. So, if you’ve been

paying very small amounts under the “reasonable

and affordable” payment plan, when you get out of

default, your monthly payment amount may rise

dramatically. If you can’t afford the new amount,

you should request one of the flexible repayment

options described above.

7. Insurance Policies

Most insurance policies have 30-day grace peri-

ods—that is, if your payment is due on the tenth of

the month and you don’t pay until the ninth of the

following month, you won’t lose your coverage. A

few companies won’t terminate your policy as long

as you pay your premium within 60 days of when

it’s due. If you don’t pay within 60 days, your

policy will surely be canceled.

If you want to keep your insurance coverage,

contact your insurance agent. You can reduce the

amount of your coverage or increase your deduct-

ible, thereby reducing your premiums. This can

usually be done easily for auto, medical, dental,

renter’s, life and disability insurance. It will be

harder for homeowner’s insurance, because you’ll

probably have to get authorization from your mort-

gage lender, who won’t want your house to be

under-insured.

If you have a life insurance policy with a cash

value—an amount of money building up that you’ll

receive if you cancel the policy before it pays out—

you usually can apply the money that represents

the cash value toward your premiums. The com-

pany will treat the use of the cash value as a loan.

Your policy’s cash value won’t decrease, but you

are theoretically required to repay the money. (If

you don’t repay it, when you die, the proceeds your

beneficiaries receive will be reduced by what you

borrowed.) Or, you can simply ask that the cash

reserves be used to pay the premiums. This will re-

duce your cash value, but you won’t have to repay

anything.

Perhaps the best way to keep life insurance cov-

erage while reducing the payments is to convert a

whole or universal policy (with relatively high pre-

miums and a cash value build-up) into a term

policy (with low premiums and no cash value.) You

may lose a little of the existing cash value as a con-

version fee, but it may be worthwhile if you get a

policy that costs far less to maintain.

8. Doctors’, Dentists’, Lawyers’
and Accountants’ Bills

Many doctors, dentists, lawyers and accountants are

accommodating if you communicate how difficult

your financial problems are and try to get their sym-

pathy. They may accept partial payments, reduce

the total bill, drop interest or late fees and delay

sending bills to collection agencies.

9. Credit and Charge Card Bills

If you can’t pay your credit card bill (including a

department store or gasoline card bill), contact the
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credit card company. Most will insist that you make

the minimum monthly payment, usually 5% of the

outstanding bill, but in no event less than $20. If

you convince the company that your financial situa-

tion is bleak, it may reduce your payments to 2%-

2.5% of the outstanding balance. And if you have an

excellent payment history, the company may let

you skip a month or two altogether.

By paying less than the full bill, you incur

interest charges. At an average annual interest

rate of 17%, this is a strategy you should employ

only temporarily. Otherwise, your balance will in-

crease faster than you will be able to pay it off.

While you are paying off your balance, some

credit card companies will help by waiving late

fees. It’s almost impossible to get a credit card

company to reduce interest that has already accu-

mulated. Some will stop the addition of future inter-

est charges, however, if you get assistance from a

credit or debt counseling agency. (See Appendix 1.)

The company also will probably freeze your credit

line—that is, not let you incur any more charges—if

you pay less than the minimum.

Ask the company to report your payments to a

credit bureau as on time while you pay off your

balance. If you keep to the new schedule, the credit

card company shouldn’t report the debt as past due.

If you can’t pay a charge card bill—such as

American Express or Diners’ Club—you must ap-

proach the creditor differently than with a credit

card. Normally, you are required to pay off your

entire charge card balance when your bill arrives. If

you don’t, you’ll get one month in which no interest

is charged. After that, you’ll be charged interest in

the neighborhood of 20%. Call the charge card com-

pany and ask that you be given a monthly repay-

ment plan for paying off the bill. Offer to pay only

what you can afford. But remember, if you pay only

a very small amount, interest will accumulate and

your balance will go up faster than you’re able to

pay it off. The company usually doesn’t report this

arrangement to credit bureaus if you pay the

monthly amount you agreed to.

a. If You Dispute a Credit or Charge
Card Bill

If you buy a defective item or service and pay for it

with your credit or charge card, you can often with-

hold payment if the seller refuses to replace, repair

or otherwise correct the problem. (15 U.S.C. §1666i).

However, there are conditions in order to use

this law. First, you must make a good faith effort to

resolve the dispute with the seller. Second, you are

required to explain to the credit or charge card

company in writing why you are withholding pay-

ment. Third, if you used a Visa, MasterCard or other

card not issued by the seller, you can refuse to pay

only if: (1) the purchase was for more than $50, and

(2) you made the purchase in the state where you

reside or within 100 miles of your home. These

conditions do not apply if the credit or charge card

was issued by the seller, such as a department store

or gas station card, or the seller obtained your order

by mailing you an advertisement in which the card

issuer participated and urged you to use the card

for the purchase.

If you conclude that you are entitled to withhold

payment, write to the credit card company and ex-

plain why you aren’t going to pay. Detail how you

tried to resolve the problem with the merchant. Be-

fore you mail the letter, call the credit card com-

pany and find out where to send it. Credit card

companies have special addresses for mailing these

types of letters. If you don’t send it to the correct

address, the company can disregard your letter. Use

Form F-4: Dispute Credit Card Bill in Appendix 3 or

on the CD-ROM. Always keep a copy for your own

records.

b. If Your Bill Contains an Error

If you find an error in your credit or charge card

statement, immediately write a letter to the com-

pany that issued the card; don’t just scribble a note

on the bill. The credit or charge card company must

receive your letter within 60 days after it mailed the

bill to you. You can use Form F-5: Error on Credit

Card Bill in Appendix 3 or on the CD-ROM. Give
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your name, account number, an explanation of the

error and the amount involved. Also enclose copies

of supporting documents, such as receipts showing

the correct amount of the charge. Send the letter to

the particular address designated by the creditor for

this purpose. Check the back of your statement for

this address or call the company to get it.

What Is a Billing Error?

Most people think the definition of “billing er-

ror” only includes a mistake in the amount you

owe. In fact, for purposes of the remedies de-

scribed in this section, it also includes:

• an extension of credit to someone who

was not authorized to use your card

• an extension of credit for property or ser-

vices that was never delivered to you

• the company’s failure to credit your ac-

count properly, and

• an extension of credit for items that you

returned because they were defective.

The credit or charge card company must acknowl-

edge receipt of your letter within 30 days, unless it

corrects the bill within that time. The card issuer

must, within two billing cycles (but in no event

more than 90 days from when it receives your let-

ter), correct the error or explain why it believes the

amount to be correct. If the card company does not

comply with these time limits, it must credit you $50

of the disputed balance, even if you are wrong.

During the two-billing-cycle/90-day period, the

card issuer cannot report to a credit bureau or other

creditors that the disputed amount is delinquent.

Likewise, the card issuer cannot threaten or actually

take any collection action against you for the

disputed amount. But it can include the disputed

amount on your monthly billing statements. And it

can apply the amount in dispute to your credit limit,

thereby lowering the total credit available to you.

Furthermore, the credit or charge card company can

add interest to your bill on the amount you dispute,

but if the company later agrees you were correct, it

must drop the interest accrued.

If the card company sends you an explanation

but doesn’t correct the error and you are not satis-

fied with its reason, you have ten days to respond.

Send a second letter explaining why you still refuse

to pay. If the card company then reports your ac-

count as delinquent to a credit bureau or anyone

else, it must also state that you dispute that you

owe the money.

Check your credit file following a billing

dispute or error. Despite laws designed to

protect consumers, a credit card company may neg-

ligently report an outstanding balance it removed

from your card or fail to report that you dispute a

charge. Be sure to check your credit file. (See

Chapter 4, Sections B, C and D.)

c. If Someone Uses Your Credit Card
Without Your Permission

Unauthorized credit card use—when someone

steals your credit card number or otherwise uses it

without your permission—is a growing problem,

due in part to the huge volume of credit card busi-

ness transacted over the phone and Internet. Fortu-

nately, federal law offers some protection if this

happens to you.

Your liability for unauthorized use of your credit

card is limited to $50. So, if someone steals your

card and uses it, your credit card lender cannot re-

quire you to pay more than $50 of those charges.

It is very important to report unauthorized credit

card use as soon as you know about it. If you call

before any charges are incurred, you are not liable

for anything—not even $50. If there is an unautho-

rized charege on your bill, you can dispute the

charge the same way you dispute a billing error.
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Be careful using debit cards. The protec-

tions discussed above don’t apply to charges

made with debit cards.

10. Debts You May Not Owe

This chapter focuses on handling debts that you do

owe, not on ones you think you don’t owe. If

you’ve been cheated by dishonest creditors or the

product you bought was defective, there may be

consumer laws that will help you eliminate the un-

derlying debt. For more information on what to do

with debts you dispute, see Money Troubles: Legal

Strategies to Cope With Your Debts, by Robin

Leonard and Deanne Loonin (Nolo).

B. Use the Form Negotiation
Letters Provided in This Book

Negotiating with your creditors to request a reduc-

tion, extension or other repayment program can be

somewhat intimidating. Fortunately, sending a short

letter can simplify the process considerably. Appen-

dix 3 and the CD-ROM include several form letters

you can send to creditors. Use these to confirm tele-

phone conversations or to start the negotiation pro-

cess. You can fill in the blanks and send the forms,

or, if you prefer, retype the letters. Be sure to keep

a copy of whatever you send.

At the top of the form you’re using, above the

“Attn: Collections Department” line, type or write

the creditor’s name and address. Most items on the

forms are self-explanatory. At the bottom, be sure to

sign your name and provide the address that ap-

pears on your bill. If you are asking the creditor to

get in touch with you, include your home phone

number.

If you use Forms F-7, F-8, F-9, F-10 or F-11 you

will need to state reasons why you can’t make full

payment. Here are what creditors and lenders look

for:

• job layoff, reduction in hours, sporadic em-

ployment or pay cut, coupled with a good

faith effort to find work or increase income

• large and unexpected tax assessment

• divorce or separation—your responsibility for

paying bills or your ex-spouse fails to pay

bills the court ordered him or her to pay

• permanent or temporary disability—tempo-

rary disabilities may include a heart attack,

stroke or cancer, or something less drastic

like repetitive motion syndrome, or

• inadequate medical insurance coverage fol-

lowing a major illness or accident.

C. Deal With Creditors on Past
Due Accounts

It’s important to know if the person trying to collect

your past due debt works for the business or per-

son who first extended you credit (the creditor) or

for a company or lawyer hired by a creditor to col-

lect the creditor’s debt (a collection agency). A col-

lection agency also includes a creditor who sets up

a separate office (operated under a different name)

to collect its debts. Depending on who is trying to

collect, you have different legal rights and may

want to employ different strategies. If any of your

debts are being pursued by a collection agency,

read Section D, below.

Don’t assume you must deal with a collector.

If you have no money, plan to file for bank-

ruptcy or just don’t feel like paying right now, you

can opt to not speak with the collector at all. Or

you may want to seek outside help. Depending on

the complexity of your situation and your negotiat-

ing skills, negotiating with your creditors on your

own may not always be wise. A savvy lender who

refuses to rewrite your car loan may think twice if

he hears from a credit or debt counselor or lawyer.

(See Appendix 1.)
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If you have past due accounts, you may be able

to take care of the debts and start repairing your

credit. Here are two requests you can make to a

creditor using Form F-6: Make Payment If Negative

Information Removed or Account Re-aged in Appen-

dix 3 or on the CD-ROM:

• Ask that an unpaid debt and negative infor-

mation in your credit file associated with the

debt be removed from your credit file in ex-

change for full or partial payment. Some

creditors will agree to report your account as

“nonevaluated” rather than as past due or for-

merly past due.

• If the creditor puts you on a new schedule for

repaying the debt, ask the creditor to “re-age”

your account, meaning it makes the current

month the first repayment month and shows

no late payments. Sometimes, the creditor

won’t re-age the account until you make two

or three monthly payments first.

Not all creditors remove negative marks or re-

age accounts, but it never hurts to ask. Contact the

creditor’s collections or customer service depart-

ment and make an offer. Tell whomever you speak

to that you cannot afford to pay more, but that

you’d really like to pay a good portion of the bill.

Explain your financial problems—be bleak, but

never lie. Get the creditor’s agreement in writing

(send your own confirming letter if need be) before

sending any money.

When negotiating, it’s helpful to know at what

stage you stand in the collection process. Collection

efforts almost always begin with past due invoices

or letters. One day, you open your mail box and

find a polite letter from a creditor reminding you

that you seemed to have overlooked the company’s

most recent bill. “Perhaps it’s already in the mail. If

so, please accept our thanks. If not, we’d appreciate

prompt payment,” the letter or invoice states.

This “past due” form letter is the kind that almost

every creditor sends to a customer with an overdue

account. If you ignore it, you’ll get a second one,

also automatically sent. In this letter, most creditors

remain friendly, but want to know what the prob-

lem is. “If you have some special reason for with-

holding payment, please let us know. We are here

to help.” Some creditors also suspend your credit at

this point; the only way to get it back is to send a

payment.

If you don’t answer the second letter, you’ll

probably receive three to five more form letters.

Each will get slightly firmer. By the last letter, ex-

pect a threat: “If we do not receive payment within

ten days, your credit privileges will be canceled.

Your account will be sent to a collection agency

and your delinquency will be reported to a credit

reporting agency. You could face a lawsuit, wage

attachment or lien on your property.”

After you’ve received a series of collection let-

ters, you may conclude that you no longer have

leverage to negotiate. Nonsense. You always have

leverage because you have what they want—

money.

Appendix 3 and the CD-ROM include several

form letters you can use to send to creditors for

your past due accounts. The forms are described

below. Find the form that fits your situation and

send it off.

If the creditor rejects your proposal or wants

more evidence that you are genuinely unable to

pay, consider contacting a nonprofit credit or debt

counseling agency. (See Appendix 1.)

Or, if the debt is quite large, or one of many,

consider hiring a lawyer to write a second letter

asking for additional time. The lawyer won’t say

anything different than you would, but a lawyer’s

stationery carries clout. And it especially may be



HANDLING EXISTING DEBTS 3/17

Tips on Negotiating With Creditors

You are most vulnerable at this time. Be sure

you truly understand any new loan terms and

can afford to make the payments under a new

agreement.

• Get outside help negotiating if you need or

want it.

• If you’re told “no” in response to any

request, ask to speak to a supervisor.

• Adopt a plan and stick with it. If you owe

$1,100 but can’t afford to pay more than

$600, don’t agree to pay more.

• Try to identify the creditor’s bottom line. For

example, if a bank offers to waive two

months’ interest if you pay the principal due

on your loan, perhaps the bank will actually

waive three or four months of interest. If you

need to, push it.

• Don’t split the difference. If you offer a low

amount to settle a debt and the creditor pro-

poses that you split the difference between a

higher demand and your offer, don’t agree

to it. Treat the split-the-difference number as

a new top and propose an amount between

that and your original offer.

• Don’t be intimidated by your creditors. If

they think you can pay $100, they will insist

that $100 is the lowest amount they can

accept. Don’t believe them. It’s fine to hang

up and call back a day later. Some of the

best negotiations take weeks.

• Try to settle with a lump sum. Many credi-

tors will settle for less than the total debt if

you pay in a lump sum, but will insist on

100% if you pay over time. If so, try to get

the money to settle the matter. (See Chapter

1, Section C.2.)

• Get a signed release. If you settle for less

than the full amount owed, make sure the

creditor signs a release stating that your par-

tial payment excuses you from the remaining

balance.

• Be careful not to give up more than you get.

A creditor may waive interest, reduce your

payments or let you skip a payment and tack

it on at the end. But tread cautiously. The

creditor is likely to ask for something in ex-

change, such as getting a cosigner (who will

be liable for the debt if you don’t pay, even

if you erase the debt in bankruptcy), waiving

the statute of limitations (the number of

years the lender has to sue you if you stop

making payments), paying higher interest,

paying for a longer period or giving a secu-

rity interest in your house or car.
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Forms for Negotiating With Creditors

No. Form Name Use if ...

F-7 Request Short-Term Small Payments You need a few months to make reduced payments but then intend to
resume full payments.

F-8 Request Long-Term Small Payments You need to make reduced payments indefinitely.

F-9 Request Short-Term Pay Nothing You can’t make any payment for a few months but intend to resume full
payments shortly.

F-10 Request Long-Term Pay Nothing You’ve concluded that your situation is bleak and you cannot make any
payment for an indefinite period.

F-11 Request Rewrite of Loan Terms You would like the lender to rewrite the loan to permanently reduce the
amount of each payment.

F-12 Offer to Give Secured Property Back You want the lender to take the collateral back, making sure you won’t owe
any balance on the debt after the property is taken back.

F-13 Cashing Check Constitutes Payment You live outside of California and plan to send the creditor part of what you
in Full (Outside of California) owe with a notation on the check, “cashing this check constitutes payment

in full.”

F-14 Cashing Check Constitutes Payment You live in California and want to send the creditor part of what you owe
& F-15 in Full (California) with a notation on the check, “cashing this check constitutes payment in

full.”

You must send two forms. The first (Form F-14) is to let the creditor know you
intend to send a partial check. In that letter you must identify a dispute you
have with the creditor. If the creditor does not object within 15 days, you
send the second (Form F-15) along with the check. The second must be sent
between 15 and 90 days after the first.

F-16 Inform Creditor of Judgment Proof Status You have no property that can be taken by your creditors to pay what you
owe them, even if you file for bankruptcy or they sue you. (This is called
being judgment proof.) You are judgment proof if your only source of
income is exempt government benefits or disability, you have little or no eq-
uity in a house or car, and you have limited personal property.

F-17 Inform Creditor of Plan to File You plan to file for bankruptcy. Incur no more charges on the account after
for Bankruptcy sending the letter. If you do, you will not be able to erase those debts in

bankruptcy, because the creditor will argue that you knew you were going
to file and incurred debts anyway, never intending to pay.
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worth the few hundred dollars if you have many

outstanding debts and need substantial help. When

a creditor learns that a lawyer is in the picture, the

creditor may be willing to compromise, assuming

that you’ll file for bankruptcy if he isn’t accommo-

dating.

Be specific with the lawyer about what you

want done. If you’re not clear that you want

the lawyer only to write a letter to your creditors on

your behalf, the lawyer may do much more and

send you a bill for work you didn’t authorize and

can’t afford, giving you one more debt to add to

your pile.

D. Deal With Collection
Agencies

If you ignored (or didn’t receive) the creditor’s

letters and phone calls, or you failed to make pay-

ments as promised on a new repayment schedule,

your bill was probably turned over to a collection

agency.

In dealing with collection agencies, remember

this: A person who works at a collection agency is

not your friend and does not have your best interest

at heart. He wants your money. To get it, he may

ask you to take him into his confidence regarding

your personal problems. He may claim that he’s try-

ing to save you from ruining your credit. Or he may

pose as your friend and counselor. Don’t believe

him. A collection agent doesn’t really care about

your problems or your credit rating. His only goal is

to get you to send him money.

By taking some time to understand how collec-

tion agencies operate, you’ll know how to respond

when they contact you.

Point 1. A collection agency takes its cues from

the creditor that hired it. The collection agency can’t

sue you without the creditor’s authorization, al-

though that authorization is routinely granted. Simi-

larly, if the creditor insists that the agency collect

100% of the debt, the agency cannot accept less

from you, although it can agree to accept installment

payments. To reduce the total amount you pay, the

collection agency must get the creditor’s okay, or

you’ll have to contact the creditor yourself.

Contacting the creditor directly can often be to

your benefit because the creditor has broader

discretion in negotiating than does the collection

agency. Unfortunately, however, some creditors

won’t deal with you after your debt has been sent

to a collection agency, unless you raise a legitimate

dispute with the creditor or make three consecutive

monthly payments to the collection agency first.

(See Point 4, below.) Even if you don’t have a

dispute, try negotiating with the creditor before

negotiating with a collection agency. Send Form

F-18: Request Direct Negotiation With Creditor in

Appendix 3 or on the CD-ROM to the collection

agency, with a copy to the creditor.

Point 2. A collection agent will try to contact

you very soon after the creditor hires the agency.

Professional debt collectors know that the earlier

they strike, the higher the chance of collecting. For

example, if an account is three months overdue, bill

collectors typically have a 75% chance of collecting

it. If it’s six months late, the chances of collecting

drop to 50%. And if the bill’s been owed for more

than a year, collectors have only a one in four

chance of recovering the debt.

Point 3. A collection agency usually keeps be-

tween 25% and 60% of what it collects. The older

the account, the higher the agency’s fee. Sometimes,

the agency charges per letter it writes or phone call

it places—usually about 50¢ per letter or $1 per call.

Thus, some collection agencies are very aggressive

about contacting debtors.

Point 4. If you’re contacted by a collection

agency, you can delay collection efforts if you raise

legitimate questions about the debt. For example, if

you question the accuracy of the balance owed or

the quality of the goods you received, the agency

will have to verify the information with the creditor.

If you raise a legitimate concern, the collection

agency will send the debt back to the creditor—

collection agencies don’t pursue debtors who have

a beef with creditors. Getting the debt sent back to
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the creditor should remove any “sent to collection

agency” notation in your credit file.

Use Form F-19: Dispute Amount of Bill or Quality

of Goods or Services Received in Appendix 3 and on

the CD-ROM to raise a legitimate concern about the

amount of a bill or the quality of goods or services

received.

1. Getting a Collection Agency Off
Your Back

You have the legal right to tell a collection agency

to leave you alone. Simply write to the collection

agency and tell it to cease all communications with

you. Use Form F-20: Collection Agency: Cease All

Contact in Appendix 3 and on the CD-ROM. By

law, the agency must then stop contacting you, ex-

cept to tell you that:

• collection efforts against you have ended, or

• the collection agency or creditor will invoke a

specific remedy against you, such as suing

you.

If a collection agent contacts you to tell you that

she intends to invoke a specific remedy, she must

truly plan to do so. The agent cannot simply write

to you several times saying “We’re going to sue

you” and then drop the matter.

2. Negotiating With a
Collection Agency

Although most creditors initially insist that collection

agencies collect 100% of a debt, if you make a

sweet enough offer, the collection agency may con-

vince the creditor to accept less. Often, the creditor

has all but given up on you and will be thrilled if

the collection agency can collect anything. Knowing

that, keep in mind the following:

• The collection agency didn’t lay out the

money initially. It doesn’t care if you owe

$250 or $2,500. It just wants to maximize its

return, which is usually a percentage of what

it collects.

• Time is money. Every time the collection

agency writes or calls you, it spends money.

The agency has a strong interest in getting

you to pay as much as you can as fast as

possible. It has less interest in collecting 100%

over five years.

3. Offering a Lump-Sum Settlement

A collection agency has more incentive to settle

with you if you can pay all at once. If you owe

$500 and offer $300 on the spot to settle the matter,

the agency can take its fee, pass the rest on to the

creditor (who writes off the difference on its tax

return as a business loss) and close its books.

If you decide to offer a lump sum, understand

that no two collection agencies accept the same

amount to settle a debt. Some want 75%-80%.

Others—especially when they are the second or

third agency to try to collect your debt—will take

50¢ on the dollar. But be careful. Once the agency

sees you are willing to pay something, it will

assume it can talk you into paying more. Which of

course is a good reason to start by offering less than

you know you can pay.

Although you don’t want to agree to pay more

than what you initially decided was your top

amount, if you can get the debt removed from your

credit file in exchange for paying a little more, it

may be worth it. But don’t let the collection agency

know where that money is coming from. If you

mention a parent, friend or distant relative who

“may be able to help you out,” the collection agent

will sit back and wait for the entire amount. And

never agree to more than you can truly pay. What-

ever you agree to over the phone, be sure to send a

confirming letter and keep a copy for your records.

The letter should state that the creditor is accepting

the lump-sum payment in settlement of the entire

amount that you owe. You could use Form F-13:

Cashing Check Constitutes Payment in Full and de-

scribe your agreement in the blank space above

“Sincerely.” For example, “This check is being sent

per our agreement of October 2, 20xx, in which
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you agreed to accept $565 as payment in full for my

outstanding bill.”

4. Offering to Make Payments

If you offer to make monthly payments, the agency

has little incentive to compromise for less than the

full amount. It still must chase you for payment, and

statistically there’s a good chance that after a month

or two, you’ll stop paying. If you succeed in con-

vincing the creditor (through the collection agency)

to remove the “past due” notation in your credit file

in exchange for paying off the debt or to re-age

your account in agreement for paying under a new

schedule, remember that as soon as you miss a pay-

ment under your new agreement the past due nota-

tion goes back into your file.

But if you have no choice—you simply can’t

afford a lump sum—offer installments. If the

creditor (through the collection agency) won’t

remove the negative credit file notation right away,

get back in touch after you’ve made six months of

payments and again ask them to remove the

notation. State that the negative marks are keeping

you from getting good credit, a place to live, a good

job or anything else you’ve been denied, and that

with better credit/place to live/job, you will be

more secure and better able to pay off the debt. Be

sure to keep a copy of the letter for your records.

Don’t offer more than you can afford.
Make sure you can afford any lump-sum pay-

ment or installment arrangement that you offer. And

be sure that making these payments won’t keep you

from paying higher priority debts (like your mort-

gage).

5. When the Collection Agency
Gives Up

If collection efforts by the collection agency fail, the

creditor and agency will put their heads together

and decide whether or not to pass your debt on to

an attorney for collection. They will consider the

following:

• the likelihood of winning

• the likelihood of collecting—are you currently

employed or apt to become employed, or do

you have other assets from which the creditor

could collect (such as a bank account or a

house on which the creditor could record a

lien)

• whether the contract calls for the collection of

the lawyer’s fees (most loan agreements and

credit contracts do)—which means the collec-

tion agency can tack its lawyer’s fee onto the

judgment against you, and

• whether or not you recently filed for bank-

ruptcy (you may have to wait six years to file

again).

6. Illegal Debt Collection Practices

The federal Fair Debt Collections Practices Act

(FDCPA) prohibits a collection agency from engag-

ing in many kinds of activities. (15 U.S.C. § 1692 et

seq.) If a collection agency violates the law, you

have the right to sue both the agency and the credi-

tor that hired the agency. If the behavior is truly

outrageous, the creditor may waive the debt and

remove the negative marks from your credit file in

exchange for your agreement not to sue.

Under the FDCPA, a collection agency cannot

legally engage in any of the following:

Communications with third parties. With a

few exceptions, a collection agent cannot contact

other people except to locate you. When contacting

other people, the agent must state her name and

that she’s confirming or correcting location informa-

tion about you. She cannot:

• give the collection agency’s name, unless

asked

• state that you owe a debt, or

• contact the person more than once unless he

requests it or the agent believes his first re-

sponse was wrong or incomplete.
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There are a few exceptions to this general rule.

Collectors are allowed to contact:

• Your attorney. If the collector knows you are

represented by an attorney, it must only talk

to the attorney, not you, unless you give it

permission to contact you or you attorney

doesn’t respond to the collector’s communica-

tions.

• A credit reporting agency.

• The original creditor.

Collectors are also allowed to contact your

spouse, your parents (only if you are a minor) and

your co-debtors. But collectors cannot contact these

people if you have already told them (in writing) to

stop contacting you.

Communications with you. A collection agent

cannot contact you:

• at an unusual or inconvenient time or place—

the debt collector must assume that calls be-

fore 8 a.m. and after 9 p.m. are inconvenient

unless she knows otherwise, or

• at work, if she knows that your employer

prohibits you from receiving collections calls at

work—if you are contacted at work, tell the

collector that your boss prohibits such calls.

Harassment or abuse. A collection agent can-

not engage in conduct meant to harass, oppress or

abuse you. The agent cannot:

• use or threaten to use violence or harm you,

another person, or your or another person’s

reputation or property

• use obscene or profane language

• publish your name as a person who doesn’t

pay bills, such as in a “deadbeats” list

• list your debt for sale to the public

• call you repeatedly, or

• place telephone calls to you or any other

person without identifying herself.

False or misleading representations. A collec-

tion agent cannot:

• claim to be a law enforcement officer, suggest

that she is connected with the government or

send you a document that looks like it’s from

a court or government agency

• falsely represent the amount you owe or the

amount of compensation she will receive

• falsely claim to be an attorney or send you a

document that looks like it’s from a lawyer

• threaten to take action that isn’t intended or

can’t be taken

• communicate false credit information, includ-

ing failing to tell someone you dispute a debt

• use a false business name, or

• claim to be employed by a credit bureau,

unless the collection agency and the credit

bureau are the same company.

Unfair practices. A collection agent cannot

engage in any unfair or outrageous method to

collect a debt. Specifically, she can’t:

• add interest, fees or charges not authorized in

the original agreement or by state law

• solicit a postdated check by threatening you

with criminal prosecution

• accept a check postdated by more than five

days unless she notifies you between three

and ten days in advance of when she will

deposit it

• deposit a postdated check prior to the date

on the check, or

• call you collect or otherwise cause you to in-

cur communications charges.

7. If a Collection Agency Violates
the Law

More than a few collection agencies engage in

illegal practices when attempting to collect debts.

Low income and non-English speaking debtors are

especially vulnerable. Some collectors send fake

legal papers and visit debtors, pretending to be

sheriffs. The collectors tell debtors to pay immedi-

ately or threaten to take the debtors’ personal

possessions. Other collectors use vulgarity and pro-

fanity to threaten debtors. Another favorite tactic is

to harass the debtor’s parents or adult children.

If a collection agent violates the law—be it a

large or small violation—complain loud and clear. If



HANDLING EXISTING DEBTS 3/23

you’re loud enough about the abuse you suffered—

and you’ve got a witness backing you up—you

have a chance to get the whole debt canceled in

exchange for dropping the matter. Use Form F-21:

Complaint About Collection Agency Harassment in

Appendix 3 and on the CD-ROM to write and com-

plain about a collection agency.

Here are some suggestions of where to send

your complaint letter:

• The creditor. The creditor may be disturbed

by the collection agency’s tactics and con-

cerned about its own reputation, and might

prefer to have you come back some day as a

customer than have you be abused by a

collection agency.

• The Federal Trade Commission. (Addresses

and phone numbers are in Chapter 4, Section

D.)

• Your state consumer protection office.
(See Appendix 1.)

You also have the right to sue a collection

agency for harassment. You can represent yourself

in small claims court or hire an attorney; you can

recover attorney’s fees and court costs if you win.

You’re entitled to any actual damages (including

pain and suffering) and, even if you didn’t suffer

damages, up to $1,000 for any FDCPA violation.

You might also get punitive damages if the

collector’s conduct was particularly horrible. To

win, you’ll probably need to have a witness and to

produce documentation of repeated abusive behav-

ior. If the collector calls five times in one day and

then you never hear from him again, you probably

don’t have a case.

State debt collection laws. For more infor-

mation on debt collectors—including state

laws that govern collection agencies and creditors

collecting their own debts—see Money Troubles:

Legal Strategies to Cope With Your Debts, by Robin

Leonard and Deanne Loonin (Nolo).   �
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Credit bureaus are profit-making companies

that gather and sell information about a

person’s credit history. They sell credit files

to banks, mortgage lenders, credit unions, credit

card companies, department stores, insurance

companies, landlords and even a few employers.

These companies and individuals use the credit files

to supplement applications for credit, insurance,

housing and employment.

Credit bureaus may also provide identifying

information concerning a consumer—including

name, address, former address, place of employ-

ment and former place of employment—to govern-

ment agencies. If a government agency is consider-

Expanding Credit Checks

We expect credit card issuers and other lenders to

conduct a credit check before approving an appli-

cation. But employers? Insurance companies?

What could your credit history have to do with

job performance or insurability? A lot, say the

companies that do pre-employment and pre-issu-

ance (of insurance policies) screening. In fact,

tens of thousands of employers review credit re-

ports as part of evaluating a job candidate. Em-

ployers use this information to judge financial

honesty and integrity, as well as the risk of brib-

ery of people with a lot of debt. And, once you’re

hired, employers can use the report for just about

anything related to the job, including promotion

and reassignment decisions.

Federal law requires that an employer obtain

your written approval before conducting a credit

check. Once it gets your approval, and as long as

it provides proper notice, your employer can con-

tinue to get your credit report without obtaining

another authorization form from you.

Deciding whether to authorize an employer to

get your credit report leaves many employees and

job applicants in a bind. If you say no, you may

look like you’re hiding something and be turned

down for the job. If you say yes, and the em-

ployer doesn’t like what it sees, you have the right

to see your report and dispute any inaccuracies

before being rejected for the job. But what if the

contents aren’t inaccurate? The best you can do is

claim that your problems are behind you and

have little or no bearing on job performance.

Insurance companies, too, routinely check on

applicants before issuing a policy. Most health and

life insurers request information on your medical

history—mostly about major illnesses—from the

Medical Information Bureau (MIB) in Boston

(www.mib.com). Other insurers are permitted to

check reports, although their use is infrequent and

questionable.

MIB isn’t the only noncredit bureau that pro-

vides information to creditors, employers, land-

lords or insurance companies. U.D. Registry and

other similar companies provide information to

landlords about evictions (also called unlawful de-

tainer actions). A few companies provide check

account histories (check bouncing, ATM use, debit

card payment) to banks reviewing checking ac-

count applications. All of these companies are

governed by the federal and state laws regulating

credit bureaus.

ing extending credit, reviewing the status of an ac-

count or attempting to collect a debt, the agency is

entitled to the complete credit report.

There are three major credit bureaus—Equifax,

Experian and Trans Union. There are also thousands

of smaller credit bureaus, known as “affiliates.”

Open up your Yellow Pages and look under “Credit

Reporting Agencies.” You may see none, one, two

or all three of the three major credit bureaus. You

will probably also see dozens of affiliates. The affili-

ated companies get their information from Equifax,

Experian and Trans Union, so this chapter focuses

on the reports issued by those companies.
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A. The Contents of a
Credit Report

Information in your credit report can be broken

down into five main categories:

• personal information about you

• accounts reported monthly

• accounts reported when in default

• public records, and

• inquiries.

Most credit reports also contain a credit score

(see Chapter 5). Finally, some special credit reports,

called investigative reports, contain even more in-

formation.

1. Personal Information

A credit file usually includes your name and any

former names, past and present addresses, Social

Security number and employment history (including

salary). Credit bureaus get this information from

creditors, who get it from you every time you fill

out a credit application. For this reason, it is very

important that your credit applications be accurate

and complete.

Whether you are married, separated, divorced or

single, your credit file should contain information

about you only. Information about both spouses

should appear in both files only if both spouses are

permitted to use or obligated to pay an account. For

example, information about joint accounts should

appear on both spouses’ credit reports.

2. Accounts Reported Monthly

The bulk of information in your credit file is your

credit history. Certain creditors (see below) provide

monthly reports to credit bureaus showing the

status of your account with them. Your credit report

will contain the following information on these

accounts:

• name of the creditor

• type of account

• account number

• when the account was opened

• your payment history—that is, whether you

take 30, 60, 90 or 120 days to pay, whether

the account has been turned over to a collec-

tion agency, whether the account has been

discharged in bankruptcy or whether you are

disputing any charges

• your credit limit or the original amount of a

loan, and

• your current balance.

Creditors who provide monthly reports generally

include:

• banks, savings and loans, credit unions,

finance companies and other commercial

lenders that issue credit cards and make

mortgage, personal, car and student loans

• nonbank credit and charge card issuers (such

as American Express, Discover and Diner’s

Club)

• large department stores

• oil and gas companies, and

• other creditors receiving regular monthly

installments.

3. Accounts Reported When
in Default

Many businesses provide information to credit

bureaus only when an account is past due or the

creditor has taken collection action against you,

including turning the account over to a collection

agency. In these situations, your credit report will

generally include the following:

• name of the creditor

• type of account

• account number, and

• your delinquency status—whether you’re 60,

90 or 120 days late, whether the account has

been turned over to a collection agency or

you’ve been sued, or whether the account has

been discharged in bankruptcy.

Creditors who generally report accounts only

when they are past due or in collection include:



4/4 CREDIT  REPAIR

• landlords and property managers

• utility companies

• local retailers

• insurance companies

• magazines and newspapers

• doctors and hospitals, and

• lawyers and other professionals.

While creditors tend to report these accounts

only when they are past due, credit bureaus in-

creasingly gather monthly information from utility

companies, phone companies and local retailers to

add to credit reports. The goal is to increase the

data contained in files of people who don’t have

much traditional credit history, such as young

people and immigrants.

4. Public Records

Public records are maintained by government

agencies and are accessible to anyone. Local, state

and federal court filings are public records. So is the

data kept at land records offices. Credit bureaus use

private companies to search public records for

information such as:

• lawsuits (including a divorce)

• court judgments and judgment liens

• foreclosures

• bankruptcy filings

• tax liens

• mechanic’s liens, and

• criminal arrests and convictions.

In addition, federal law requires child support

enforcement agencies to report child support delin-

quencies to credit bureaus.

5. Inquiries

The final items in your credit report are called

“inquiries.” These are the names of creditors and

others (such as a potential employer) who requested

a copy of your report during the previous year or

two.

Credit inquiries usually fall into two categories.

The first category contains inquiries that show up

only on the report that you see, not on the report

that creditors get. There are several types of inquir-

ies in this category, including creditors that request

your credit report for promotional purposes (think

of all those pre-approved credit card applications

you get in the mail), current creditors that review

your report periodically to check up on you and

notations when you’ve requested a copy of your

own credit report.

The second category of inquiries appears on the

report sent to prospective creditors and employers

(they also appear on the report you get). These in-

quiries consist of creditors that have requested your

report after you have applied for credit with them.

Creditors don’t like to see a credit report with lots

of inquiries in this second category. It makes you

look like you’re desperately applying for new

credit. This is why it’s important to be careful when

shopping for new credit. Used car dealers, in par-

ticular, often try to get you to sign a form allowing

them to look at your credit report, even if you’re

just window-shopping. Don’t agree to this until you

are serious about entering into a deal.

6. Investigative Reports

Some special credit reports, called investigative re-

ports, have even more information than do regular

credit reports. The big difference is that they in-

clude information from interviews with third parties

such as your neighbors or friends. Because this in-

formation is personal and invasive, there are addi-

tional rules that apply to these reports.

Luckily, creditors do not usually request these

investigative reports. Insurers and employers are the

most likely to ask for them, but others can too as

long as they give proper disclosures and have a le-

gitimate reason to make the request.
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B. Get a Copy of Your
Credit Report

The major step in repairing your credit is cleaning

up your credit report. You can’t do that unless you

know exactly what’s in it. You start by getting a

copy. Then you review it and challenge the incor-

rect items.

You can get your credit report by asking

Equifax, Experian, Trans Union or all three compa-

nies to send you one. (Addresses appear at the end

of this section.)

Develop Good Habits

Now is the time to develop good habits. Even

after you have cleaned up your credit report,

you should still get a copy of your report each

year. Look for old or inaccurate information.

Also check for anything that looks fishy—if

someone has stolen your identity, you want to

know as soon as possible. (See Chapter 4, Sec-

tion H for more on avoiding identity theft.)

Tips for Sending Letters

Throughout the rest of this chapter, you are

advised to send various letters to credit bureaus,

and in some cases, your creditors. When you

send a letter, try to adhere to the following

guidelines:

• type your letters or neatly fill in the blanks of

the letters in Appendix 3 or on the CD-ROM

• keep a copy for yourself

• send by certified mail, return receipt re-

quested, and

• if you are enclosing money, use a cashier’s

check or money order if you have any

debts in collection; otherwise the recipient

of the check could pass your checking ac-

count number to any debt collector, which

will make it easier for the collector to grab

your assets to collect the debt.

1. How Much Does a Credit
Report Cost?

You are entitled to a copy of your credit report for

free if any one of the following is true:

• You’ve been denied credit because of
information in your credit file. You are

entitled to a free copy of your file from the

bureau that reported the information. (A

creditor that denies you credit in this situation

will tell you the name and address of the

credit bureau reporting the information that

led to the denial.) You must request your

copy within 60 days of being denied credit.

• You haven’t requested a copy in the last
year. You can get a free copy of your credit

report once a year from any credit bureau if

you live in Colorado, Georgia, Maryland, Mas-

sachusetts, New Jersey or Vermont.
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• You are unemployed and planning to ap-
ply for a job within 60 days following your

request for your credit report. You must en-

close a statement swearing that this is true

information. It might also help to include a

copy of a recent unemployment check, layoff

notice or similar document verifying your un-

employment.

• You receive public assistance. Enclose a

statement swearing that this is true informa-

tion and a copy of your most recent public

assistance check as verification.

• You reasonably believe your credit file
contains errors due to someone’s fraud,
such as using your credit cards, Social Secu-

rity number, name or something similar.

Here, too, you will need to enclose a state-

ment swearing that this is true information.

For additional copies—or if you don’t qualify for

a free copy—you’ll have to pay a fee of $9 except

in California ($8), Connecticut ($5), Maine ($3),

Minnesota ($3), Montana ($8.50) or the U.S. Virgin

Islands ($1). You should receive the report in a

week to ten days.

2. From Which Company Should I
Get My Credit Report?

You can request your credit report from just one or

two bureaus. But it’s best to order one from all

three. If you’ve been denied credit, at the very least,

get a copy of your credit report from the bureau

that reported the information leading to the denial.

If you haven’t been denied credit, request a copy

from the company closest to where you live. If you

find errors in the first credit file, obtain copies of

your file from the other two bureaus.

Use Form F-22: Request Credit File in Appendix 3

or on the CD-ROM to request your credit file. The

following instructions explain what information

must be provided and whether any of it is optional.

Full name. A credit bureau cannot process your

request without your name. It’s important that you

provide your full name, including generations (Jr.,

Sr., III) and any other versions of your name that

you use, such as “Trevor J. (aka T.J.) Williams.”

Date of birth. A credit bureau may provide your

report without your date (or at least year) of birth.

But this information helps distinguish you from any-

one else with a similar name, so you should include it.

Social Security number. Most credit bureaus

require this. They use it to distinguish between

people with the same or similar last names.

Spouse’s name. It’s not absolutely necessary,

but again, it helps distinguish you from anyone else

with a similar name.

Telephone number. You may not get your re-

port if you don’t include your telephone number.

You may hesitate to include it, knowing that bill

collectors can get it by getting a copy of your credit

file. But unless it’s unlisted, they can also call Direc-

tory Assistance and get it. If you’re trying to repair

your credit, you will want to make sure your phone

number is in your file. It is one sign of stability your

future creditors look for.

Current address. You won’t get a copy of your

credit report if you don’t include your address.

Previous addresses. Credit bureaus ask for this

if you’ve been at your current address fewer than

two to five years. Again, it helps distinguish you

from other people with similar names. If you don’t

want the bureau to have this information, you can

leave it off, but your request may be rejected.
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Credit Bureau Addresses and
Phone Numbers

Equifax

P.O. Box 740241

Atlanta, GA  30374

800-685-1111

www.equifax.com

Experian

National Consumers Assistance Center

P.O. Box 2002

Allen, TX 75013

888-397-3742

www.experian.com

Trans Union

Consumer Disclosure Center

P.O. Box 1000

Chester, PA  19022

800-888-4213

www.tuc.com

C. Review Your Credit Report

Review your report carefully. One of the biggest

problems with credit files is that they contain

incorrect or out-of-date information. In a 1998 inves-

tigation by the U.S. Public Interest Research Group,

70% of the credit reports contained an error.

Sometimes credit bureaus confuse names, ad-

dresses, Social Security numbers or employers. If

you have a common name, say John Brown, your

file may contain information on other John Browns,

John Brownes or Jon Browns. Your file may errone-

ously contain information on family members with

similar names.

On the pages that follow are copies of sample

credit reports from Equifax, Trans Union and

Experian. You will notice that the three credit bu-

reaus report the information in very different

formats, and furthermore, contain different informa-

tion.

1. Review the Sample Reports

Here’s how to read each credit report.

Equifax. Equifax is the only credit reporting

agency that provides consumers with a credit report

in column format. (All three credit bureaus used to

report the information this way.) Nevertheless, the

Equifax report is not difficult to read. At the top of

the first page, you’ll find a unique confirmation

number, the date of the report, and your name, ad-

dress, previous addresses, Social Security number,

age and employer.

The only other information is the credit history.

The report begins with public record information

obtained from local, state and federal courts and

offices, such as lawsuits, bankruptcies and liens.

Next, Equifax often separates out accounts with

collection agencies.

In the next section, the report lists each account

reported to Equifax. Here’s what you see:

• Company Name is the name of the business

reporting the information. In many cases, just

below the company name, Equifax includes a

description of the type of account (such as

student loan, credit card or line of credit),

some payment history and/or the account’s

status (such as charge off, collection account,

payment deferred, account transferred or

account closed by consumer).

• Account Number is your account number

with the company reporting the information.
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• Whose Acct indicates who is responsible for

the account and the type of obligation you

have. The possibilities are:

A = Authorized user (of someone else’s

account)

B = On behalf of another person

C = Comaker/Cosigner

I = Individual

J = Joint

M = Maker

S = Shared

T = Terminated

U = Undesignated

• Date Opened is the month and year you

opened the account.

• Date of Last Activity is the most recent

month and year that something happened on

the account. This may be the last time you

made a payment (if you are currently paying)

or when the account was charged off or sent

to collections. This date is important because

negative information (other than bankrupt-

cies) can stay on your report for up to seven

years after the date of the last activity.

• Status indicates both the type of account and

your payment history.

Type of Account
I = Installment (payment amount is fixed

each month)

O = Open (entire balance is due each

month)

R = Revolving (payment amount is variable

each month)

• High Credit is the amount of any loan you

took out, your credit limit or possibly the

highest amount you have ever charged on the

account.

• Terms indicates either the number of install-

ments you have (indicated by an M) to pay

off the debt or the amount of your monthly

payment.

• Balance is the amount you owed on the

account when the creditor last provided

Equifax with information.

• Past Due is the amount past due on the

account when the creditor last provided

Equifax with information.

• Date Reported is the date the creditor last

provided Equifax with information.

• Prior Paying History includes information

on late or past due payments.

Creditors who have requested a copy of your

report are listed in the final section with the date

they requested your report. Some of these creditors

are coded (under Equifax’s own policies, coded

inquiries are given only to you; other creditors don’t

see them):

ACIS = This indicates that Equifax

responded to your request for a copy of

your credit report or to verify informa-

tion in your account.

AM = This is one of your existing creditors

who requested your file for periodic re-

view. This inquiry remains for one year.

AR = Same as AM.

EQUIFAX = Same as ACIS.

PRM = This indicates that a creditor

wanted your file to send you an applica-

tion for credit. Only your name and

address was given out. This inquiry

remains for one year.

UPDATE = Same as ACIS.

Trans Union. The top of each Trans Union re-

port contains identifying information. This informa-

tion includes a unique file number, the date of the

report, and your name, former names (AKA), ad-

dress, former addresses, employment, Social Secu-

rity number, birthdate and phone number.

Trans Union breaks down the credit information

into several subsections:

• Public records. This section includes infor-

mation obtained from local, state and federal

courts and offices, such as lawsuits, bankrupt-

cies and liens.

• Adverse Account Information. Trans Union

separates out accounts that “contain informa-

tion which some creditors may consider to be

adverse” and further highlights the negative

information (for you, not your creditors) by
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enclosing it in >brackets<. The bracketed in-

formation usually includes the account’s sta-

tus, any past due amount and information on

late payments.

• Satisfactory Account Information.
Immediately following the negative accounts,

Trans Union lists the accounts that are

“reported with no adverse information.”

Both the accounts with negative notations

and the accounts without negative notations

contain the following information:
� name of the company
� account number (these are deleted on

the sample report)
� type of credit extended:

� Check credit (line of credit drawn on

by writing checks)
� Collection account (sent out to a col-

lection agency)
� Installment (payment amount is fixed

each month)
� Mortgage (installment credit extended

to purchase a home)
� Open (entire balance is due each

month)
� Revolving (payment amount is variable

each month)
� the date the creditor last provided Trans

Union with information (updated)
� the amount you owed on the account

when the creditor last provided Trans

Union with information (balance)
� who is responsible for the account, such

as individual account, joint account,

account relationship terminated, cosigner

account
� the month and year you opened the

account (opened)
� the amount of any loan you took out or

the highest amount you have ever

charged on the account (most owed)
� your credit limit on a revolving or open

account (credit limit) or the amount of

your monthly payments and number of

months you have to pay off an install-

ment debt (pay terms)
� the month and year you or the creditor

closed the account (closed)
� the status of your account as of the date

the account was updated:
� charged off as bad debt
� collection account
� paid as agreed
� payment after charge off/collection

(you began repaying the debt after the

creditor had already written it off)
� unrated (a creditor usually does not

rate accounts for which they have no

payment history—for example, when

your payments have been deferred or

an account which has been transferred

to another creditor or closed)

• Inquiries. Trans Union divides the inquiries

(companies or people that have requested a

copy of your report) into different sections.

The first section, “Regular Inquiries,” lists

creditors that have received your full credit

report. These inquiries stay on your report for

two years. The second section, “Promotional

Inquiries,” includes names of creditors seek-

ing information about you to offer you credit

or insurance. These creditors do not receive

your full credit report, but only your name,

address, and other limited information. Pro-

motional inquiries are not seen by anyone but

you. The third section, “Account Review In-

quiries,” contains names of creditors that re-

ceived information about you to review an

existing account or for certain other types of

business transactions. As with promotional

inquires, these inquires are not seen by any-

one but you.

The final sections of the Trans Union report con-

tain consumer statements (see Section E for an ex-

planation of consumer statements) and other special

messages.
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In addition, all Trans Union reports now provide

your Trans Union Personal Credit Score and an ex-

planation of the factors affecting your score. (For

more on credit scores, see Chapter 5, Section B.2).

Experian. On the first page of the report,

Experian summarizes the contents into two catego-

ries—potentially negative items (public records and

accounts with creditors and others) and accounts in

good standing. On this and all other pages, the

consumer’s name and a unique report number ap-

pear in the top banner.

On the second page, Experian provides you with

“information affecting your creditworthiness.” As ex-

plained, the items listed with dashes before and after

the number, such as —3—, may have a negative ef-

fect on your credit. The sample report includes a

statement that the consumer was a victim of identity

theft. (See Section H for more on identity theft.)

Those items are listed first, beginning with pub-

lic records and followed by credit accounts. After

the negative entries come the items for which there

is no negative information.

For all accounts, negative or positive, Experian

includes the creditor’s name and address and the

account or court case number. To protect your

identity and lessen your risk of identity theft,

Experian does not include the full account num-

ber—the final few digits are missing.

Next, Experian notes the date the account was

opened and how long the account has been re-

ported with Experian, date of last activity on the ac-

count, the type of account, your payment terms,

your monthly payment amount, who is responsible

for paying, the original amount borrowed, your

credit limit or your highest balance, and any recent

balance or payment. Finally, the comments para-

graph tells the status of the account (such as in col-

lection or never late) and for past due accounts,

when the information is scheduled to come off your

report.

Following the list of credit accounts, Experian

provides more detailed information for certain ac-

counts. This detail includes your monthly balances

for up to 24 months and your credit limit, high bal-

ance or original loan amount.

Toward the end of the report, Experian separates

out credit inquiries into two sections: creditors who

reviewed your report for the purpose of offering

you credit (these inquiries are included in the credit

report provided to other creditors) and creditors re-

viewing their own accounts or who reviewed your

report for marketing purposes (these inquiries are

not included in the credit report provided to other

creditors). For the first set of inquiries, each entry

indicates how long the item will remain in your re-

port.

The end of the report contains identification in-

formation, including your name and all other names

you have used, your current and previous ad-

dresses, your Social Security number, year of birth,

and current and previous employers.

2. How Long Items Can Stay in a
Credit Report

Once a credit bureau gathers information about

you, it can report that information (that is, include it

in a credit report) as follows:

• Bankruptcies from the date of the last activity

may be reported for no more than ten years.

Although the date of the last activity for most

bankruptcies is the date you receive your dis-

charge or the date your case is dismissed,

credit bureaus usually start counting the ten-

year period from the earlier date of filing.

• Lawsuits and judgments may be reported

from the date of the entry of judgment against

you for up to seven years or until the govern-
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ing statute of limitations has expired, which-

ever is longer.

• Paid tax liens from the date of the last activity

for up to seven years.

• Most criminal records, such as information

about indictments or arrests, may be reported

for only seven years. But records of criminal

convictions may be reported indefinitely.

• Accounts sent to collection (internally or to a

collection agency), accounts charged off or

any other similar action may be reported from

the date of the last activity on the account for

up to seven years. The date of last activity is

no later than 180 days from the delinquency

itself. Creditors must include the date of the

delinquency when they report past due ac-

counts to credit bureaus. The clock does not

start ticking again if the account is sold to an-

other collection agency.

• Bankruptcies, lawsuits, paid tax liens, accounts

sent out for collection, criminal records and

any other adverse information may be

reported beyond the usual time limits if you

apply for $150,000 or more of credit or insur-

ance, or if you apply for a job with an annual

income of at least $75,000. As a practical mat-

ter, however, credit bureaus usually delete all

items after seven or ten years.

Laws Regulating Credit Bureaus

Credit bureaus are regulated by the Federal

Trade Commission under the provisions of the

1971 Federal Fair Credit Reporting Act (FCRA)

(15 U.S.C. §1681 and following). The FCRA is

designed to bar inaccurate or obsolete informa-

tion from appearing in credit reports, and it

requires credit bureaus to adopt reasonable

procedures for gathering, maintaining and dis-

tributing information. The FCRA also regulates

who can access credit reports. Most states have

passed similar laws, some imposing more limi-

tations on creditors and credit bureaus.

Appendix 2 contains the text of the FCRA.

To get a copy of your state law governing

credit bureaus, contact your state consumer

protection agency (listed in Appendix 1, Sec-

tion F).

3. Review Your Report

As you read through your credit report, make a list

of everything that is incorrect, out-of-date, mislead-

ing or not authorized to be in your file. In particu-

lar, look for the following:

• incorrect or incomplete name, address or

phone number

• incorrect Social Security number or birthdate

• incorrect, missing or outdated employment

information

• incorrect marital status—a former spouse

listed as your current spouse
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• bankruptcies older than ten years or not iden-

tified by the specific chapter of the bankruptcy

code

• lawsuits or judgments reported beyond seven

years or beyond the expiration of the statute

of limitations

• paid tax liens or criminal records older than

seven years, delinquent accounts older than

seven years or which do not include the date

of the delinquency

• credit inquiries by automobile dealers from

times you simply test drove a car or from

other businesses when you were only com-

parison shopping (creditors cannot pull your

credit report without your permission until

you indicate a desire to enter into a sale or

lease)

• commingled accounts—credit histories for

someone with a similar or the same name

• duplicate accounts—for example, a debt is

listed twice, once under the creditor and a

second time under a collection agency

• premarital debts of your current spouse

attributed to you

• lawsuits you were not involved in

• incorrect account histories—such as a late

payment notation when you’ve paid on time

or a debt shown as past due when it’s been

discharged in bankruptcy

• voluntary surrender of your vehicle listed as a

repossession

• paid tax, judgment, mechanic’s or other liens

listed as unpaid

• a missing notation when you disputed a

charge on a credit card bill

• closed accounts incorrectly listed as open—it

may look as if you have too much open

credit, and

• accounts you closed that don’t indicate

“closed by consumer”—it looks like your

creditors closed the accounts.
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Sample Equifax Credit Profile
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X

Sample Equifax Credit Profile
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Sample Trans Union Credit Report
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Sample Trans Union Credit Report
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Sample Trans Union Credit Report
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Sample Trans Union Credit Report
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D. Dispute Incorrect, Outdated
and Misleading Information
in Your Credit File

Under the Fair Credit Reporting Act, you have the

right to dispute all incorrect, out-of-date and

misleading information in your credit file. Once the

credit bureau receives your letter, it must reinvesti-

gate the items you dispute and get back in touch

with you within 30 days. Some states require that

credit bureaus complete the reinvestigation more

quickly.

These requirements are not hard for a credit bu-

reau to meet. Credit bureaus and more than 6,000 of

the nation’s creditors are linked by computer, which

speeds up the verification process. Furthermore, if

you let a credit bureau know that you’re trying to

obtain a mortgage or car loan, the employees can

do a “rush” verification.

If the credit bureau cannot verify the information

in dispute, it must remove it. Often credit bureaus

will remove an item on request without an investi-

gation if rechecking the item is more bother than it’s

worth. Requesting a reinvestigation shouldn’t cost

you anything.

Once you’ve compiled a list of all information

you want changed or removed, complete the

“request for reinvestigation” form which was

enclosed with your credit report. If the bureau did

not enclose such a form, use Form F-23: Request

Reinvestigation in Appendix 3 or on the CD-ROM.

Don’t simply handwrite a letter. Handwritten letters

on plain paper often are given minimal attention.

Incorrect information does not have to be nega-

tive to be challenged. It is enough that the informa-

tion is wrong.

Below are some examples of the types of

responses you might include on Form F-23:

The following personal information about me is incorrect:

Erroneous Information Correct Information

Spouse: Morton Lyle I divorced Morton Lyle on

8/23/xx. I’m now married to

Brian Jones.

The following accounts are not mine:

Creditor’s Name Account Number Explanation

Dept. of Education 123456789 Pre-marital debt of my

husband, Brian Jones.

Strong’s Dept. Store 0987654321 I’ve never had a

Strong’s account.

The account status is incorrect for the following accounts:

Creditor’s Name Account Number Correct Status

Big Bank 1234 5678 9012 Discharged in

MasterCard bankruptcy; balance

owed is $0.

X

X

X
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The following inquiries were not authorized:

Creditor’s Name Date of Inquiry Explanation

Wowza Bank Visa   2/14/xx I did not apply for credit

with Wowza Bank nor

authorize them to conduct

a credit check of me.

Other incorrect information:

Explanation

(1) My credit report states that I filed a Chapter 13

bankruptcy on July 23, 20xx. That is not correct. In fact, I

filed a Chapter 7 case and received a discharge of my debts

on October 19, 20xx.

(2) American Express account is listed twice—one listing

indicates the account was discharged in bankruptcy

(this is correct); the other listing shows the account with

Tenacious Collection Services (incorrect). Furthermore this

account is missing the date of delinquency.

Send your letter to the address provided by the

credit bureau for disputing information. Also,

enclose copies of any documents you have that

support your claim.

It is also a good idea to send a copy of your letter

to the creditor who furnished the incorrect or incom-

plete information to the credit bureau. These “fur-

nishing” creditors have a duty to correct and update

the information that they send to credit bureaus.

If you don’t hear from the credit bureau within

30 days, send a follow-up letter using Form F-24:

Request Follow-Up After Reinvestigation in Appendix

3 or on the CD-ROM. Send a copy of Form F-24 to

the Federal Trade Commission (addresses are listed

below), the agency that oversees credit bureaus.

Again, keep a copy for your records.

Once the credit bureau receives your request for

reinvestigation, it must:

• complete its investigation within 30 days of

receiving your complaint (extended to 45 if

the bureau receives relevant information from

you during the 30-day period)

• contact the creditor reporting the information

you dispute within five days of receiving your

dispute

• review and consider all relevant information

submitted by you, and

• provide you with the results of its reinvestiga-

tion within five days of completion, including

a new credit report if any changes were made.

If the credit bureau agrees that the information is

incorrect or outdated, it must remove the informa-

tion from the report. You can also ask the bureau to

notify past users of the corrected information. But,

the credit bureau will only do this if you ask. And,

even then, it is only required to send notice to any-

one who requested your report within the previous

six months, or two years if requested for employ-

ment purposes.

Even if the credit bureau agrees that the informa-

tion is incorrect and fixes it, don’t assume that the

negative information will be permanently eliminated

from your report. The bureaus are required to have

procedures to keep incorrect information from reap-

pearing, but unfortunately those procedures often

fail. To make sure the errors stay out of your report,

you should do the following:

• Obtain another copy of your credit report to

confirm that the corrections were made

• Check to see whether your credit reports at

the other main credit bureaus contain the

same error, and if so, send the results of your

successful investigation from the first credit

bureau to the others, and

• After three to six months, get another copy of

your report from the first credit bureau and

check to see if the information has reappeared.

If the credit bureau responds that the creditor

reporting the information verified its accuracy and

that therefore the information will remain in your

file, you will need to take more aggressive action in

cleaning up your credit report. This may be frustrat-

ing and time-consuming.

In your efforts to fix your credit file, here are

some ideas to help you:

1. Contact the creditor associated with the incor-

rect information and demand that it tell the credit

bureau to remove the information. Write to the cus-

X

X
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tomer service department, vice president of market-

ing, and president or CEO. If the information was

reported by a collection agency, send the agency a

copy of your letter too. Use Form F-25: Request

Removal of Incorrect Information by Creditor in

Appendix 3 or on the CD-ROM to make your re-

quest. Be sure to keep a copy of your letter. If the

creditor is locally based, pay a visit. Sit down in the

office of the customer service department, vice

president of marketing, or president or CEO. Do not

leave until someone agrees to meet with you and

hear your problem. Remember: You have the right to

demand attention; this creditor has verified incor-

rect information and it should be removed from

your credit report.

Under the Fair Credit Reporting Act (FCRA),

creditors who report information to credit bureaus

must do the following:

• refrain from reporting information they know

is incorrect

• refrain from ignoring information they know

contradicts what they have on file

• refrain from reporting incorrect information

when they learn that the information is, in

fact, incorrect

• provide credit bureaus with correct informa-

tion when they learn that the information

they have been reporting is incorrect

• notify credit bureaus when you dispute infor-

mation

• note when accounts are “closed by the con-

sumer’’

• provide credit bureaus with the month and

year of the delinquency of all accounts placed

for collection, charged off or similarly treated,

and

• finish their investigation of your dispute

within the 30-day or 45-day periods the credit

bureau must complete its investigation.

(The full text of the FCRA is included in Appen-

dix 2.)

2. If the creditor agrees that the information is

incorrect and should be removed from your credit

file, send a copy of the creditor’s letter to you (or

the name, title and phone number of the person

with whom you met) to the credit bureau reporting

the information. Use Form F-26: Creditor Verifica-

tion found in Appendix 3 or on the CD-ROM.

3. If a creditor cannot or will not assist you in

removing the incorrect information, you will have to

call the credit bureau directly for help. Credit bureaus

have 800 numbers to handle consumer disputes

about incorrect items in their credit files that are not

removed via the normal reinvestigation process. Use

the credit bureau’s toll-free number as follows:

Experian .......... 888-397-3742

Trans Union .... 800-916-8800

Equifax ............ 800-685-1111 (this is the

number to get a copy of your credit report

—Equifax requires you to get a copy of

your report before it will discuss removal

of information)

4. If you were seriously harmed by the credit

bureau—for example, it continued to give out false

information after you requested corrections—you

may want to sue. The FCRA lets you sue a credit

bureau for negligent or willful noncompliance with

the law within two years after the bureau’s harmful

behavior first occurred. In some limited circum-

stances, you may have more than two years to sue.

You can sue for actual damages, such as court

costs, attorney’s fees, lost wages and, if applicable,

intentional infliction of emotional distress. In the

case of truly outrageous behavior, you can recover

punitive damages—damages meant to punish for

malicious or willful conduct. Under the FCRA, the

court decides the amount of the punitive damages.

You can also sue the creditor that supplied the

inaccurate information. However, these types of

lawsuits are complicated and the FCRA provides

creditors with many ways to avoid liability. You will

probably need to consult a lawyer if you want to

pursue this type of lawsuit.

5. If all else fails, consider calling your congres-

sional representative or senator. That person can

call the FTC and demand some action.
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Federal Trade Commission

Contact the FTC to file a complaint against a
credit bureau.

National Office

Consumer Response Center

CRC-240

600 Pennsylvania Ave, NW

Washington, DC 20580

877-382-4357

www.ftc.gov

Regional Offices

Southeast Region

Suite 1500

225 Peachtree St., NE

Atlanta, GA 30303-2322

(Alabama, Florida, Georgia, Mississippi, North

Carolina, South Carolina, Tennessee)

Midwest Region

55 East Monroe Street, Suite 1860

Chicago, IL 60603-5701

(Illinois, Indiana, Iowa, Kansas, Kentucky, Ne-

braska, North Dakota, Minnesota, Missouri,

South Dakota, Wisconsin)

East Central Region

1111 Superior Avenue, Suite 200

Cleveland, OH 44114-2507

(Delaware, Maryland, Michigan, Ohio, Pennsyl-

vania, Virginia, Washington D.C., West Virginia)

Southwest Region

1999 Bryan Street, Suite 2150

Dallas, TX 75201-6808

(Arkansas, Louisiana, New Mexico, Oklahoma,

Texas)

Northeast Region

1 Bowling Green

New York, NY 10004

(Connecticut, Maine, Massachusetts, New

Hampshire, New Jersey, New York, Puerto

Rico, Rhode Island, U.S. Virgin Islands)

Western Region

901 Market Street, Suite 570

San Francisco, CA 94103

10877 Wilshire Boulevard, Suite 700

Los Angeles, CA 90024

(Arizona, California, Colorado, Hawaii, Nevada,

Utah)

Northwest Region

2896 Federal Building

915 Second Avenue

Seattle, WA 98174

(Alaska, Idaho, Montana, Oregon, Washington,

Wyoming)

E. Consider Adding a
Brief Statement to Your
Credit File

If you feel a credit bureau is wrongfully including

information in your report, or you want to explain a

particular entry, you have the right to put a brief

statement in your report. If the reporting agency

helps you write the summary, the statement will be

limited to one hundred words. Otherwise, there is

no word limit, but it is a good idea to keep the

statement very brief.

The credit bureau is only required to provide a

summary of your statement (not your actual state-

ment) to anyone who requests your file. If your

statement is short, the credit bureau is more likely

to pass on your statement, unedited. If your state-

ment is long, the credit bureau will probably con-

dense your explanation to just a few sentences. To

avoid this problem, keep your statement clear and

concise.
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If you request it, the bureau must also give the

statement or summary to anyone who received a

copy of your file within the past six months—or

two years if your file was given out for employment

purposes.

This is not an unlimited right. Credit bureaus are

only required to include a statement in your file if

you are disputing the completeness or accuracy of a

particular item. If that is the case, they must do it for

free. The bureau does not have to include a state-

ment if you are only explaining extenuating circum-

stances or other reasons why you haven’t been able

to pay your debts. If the bureau does allow you to

add such a statement, it can charge you a fee.

Don’t assume that adding a brief statement is the

best approach. It’s often wiser to simply explain the

negative mark to subsequent creditors in person than

to try to explain it in such a short statement. Many

statements or summaries are simply ineffective. Few

creditors who receive credit files read them. In any

David (consumer) vs. Goliath (credit bureau) dispute,

creditors tend to believe Goliath. To make matters

worse, your statement might stay in your file even

longer than the disputed information.

Sample Brief Statements

As mentioned, be judicious in your use of con-

sumer statements. But if a particular item in your

file is clearly wrong and can be simply ex-

plained, consider adding a statement. Here are a

few samples:

“I am not unemployed. Since 20xx, I have

worked as a freelance technical writer, and have

earned an average of $50,000 per year.”

“Although I was sued by Randy Roofer, I did

not pay her because the roof she put on my

house is not sealed and she refuses to fix it. I

refuse to pay Randy until she repairs the roof. I

filed a complaint with the state contractor’s

board, which is pending.”

“I am disputing the debt I owe to Country

Electronics. I purchased a CD player which does

not work correctly. The store refuses to take the

merchandise back, refund my money or give me

a replacement CD player. I am trying to resolve

the problem with the manufacturer.”

“It is technically accurate that I was sued by

Jones and Jones Department Store on June 11,

20xx. Jones and Jones dismissed the lawsuit,

however, when they realized that they had con-

fused my account with another customer’s. My

account with Jones and Jones has never been

delinquent.”

“I was hospitalized following a car accident. I

sent the medical bills to my insurance company,

but the company took over six months to pay

the bills. In the meantime, the hospital began

collection efforts against me. Those efforts ended

when the insurance company paid the bill.”

“The late payment notations for NorthBank

should not be on my file. I moved and sent

NorthBank a change of address, which it did not

process correctly. It took NorthBank nearly three

months to catch up with me. All that time, I re-

ceived no bills from the bank.”

“The late payment notation for SouthBank

should not be on my file. SouthBank moved and

did not send me a change of address in a timely

manner. I made my payment early, but it went to

SouthBank’s old address. By the time SouthBank

received it at its new address, it was nearly a

month late.”
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F. Add Positive Account
Histories to Your Credit File

Often, credit reports don’t include accounts that you

might expect to find. Some major commercial lend-

ers don’t report mortgages or car loans. Local banks

or credit unions often don’t provide information to

credit bureaus.

If your credit file is missing credit histories for

accounts you pay on time, send the credit bureaus a

copy of a recent account statement and copies of

canceled checks (never originals) showing your

payment history. Ask the credit bureaus to add the

information to your file. While the bureaus aren’t

required to add account histories, they often do—

but may charge you a fee for doing so. Use Form

F-27: Request Addition of Account Histories from

Appendix 3 or on the CD-ROM to make your re-

quest.

It may be that credit histories for accounts you

pay on time are missing from only one or two

credit reports—the third report may have included

all accounts when you received it, or you may have

focused on cleaning up that report first. In this situ-

ation, a simple way to request that the bureaus not

reporting the information add it to your file is to

send them a copy of the credit report that includes

all your accounts.

G. Add Information Showing
Stability to Your Credit File

Creditors like to see evidence of stability in your

file. If any of the items listed below are missing

from your file, you may want to send a letter to the

credit bureaus asking that the information be added.

Use Form F-28: Request Addition of Information

Showing Stability in Appendix 3 or on the CD-ROM

to make your request.

You may want to add:

• Your current employment—employer’s

name, employer’s address and your job title.

You may wisely decide not to add this if you

think a creditor may sue you or a creditor has

a judgment against you. Current employment

information may be a green light for a wage

garnishment.

• Your previous employment, especially if

you’ve had your current job fewer than two

years. Include your former employer’s name

and address and your job title.

• Your current residence, and if you own it,

say so. (Not all mortgage lenders report their

accounts to credit bureaus.) Again, don’t do

this if you’ve been sued or you think a

creditor may sue you. Real estate is an excel-

lent collection source.

• Your previous residence, especially if

you’ve lived at your current address fewer

than two years.

• Your telephone number, especially if it’s

unlisted. If you haven’t yet given the credit

bureaus your phone number, consider doing

so now. A creditor who cannot verify a tele-

phone number is often reluctant to grant

credit.

• Your date of birth. A creditor will probably

not grant you credit if it does not know your

age. However, creditors also cannot discrimi-

nate against you based on your age. (See

Chapter 6, Section H.)

• Your Social Security number.
• Bank checking or savings account number

—it’s an excellent sign of stability. Again, how-

ever, you won’t want to add this information

if you’ve been sued or you think a creditor

may sue you. A creditor with a judgment

against you will likely use this information to

try to collect.

Credit bureaus aren’t required to add any of this

information, but they often do. They are most likely
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to add information on jobs and residences, as that

information is used by creditors in evaluating appli-

cations for credit. They will also add your telephone

number, date of birth and Social Security number

because those items help identify you and lessen

the chances of “mixed” credit files—that is, getting

other people’s credit histories in your file. (Expect

to pay a small fee when a credit bureau adds infor-

mation to your file.)

Enclose any documentation that verifies informa-

tion you’re providing, such as your driver’s license,

a canceled check, a bill addressed to you, a pay

stub showing your employer’s name and address or

anything else similar. Remember to keep photo-

copies of all correspondence.

H. Avoid Identity Theft

Identity theft is a growing national epidemic. Esti-

mates by government and consumer affairs organi-

zations place the number of victims of identity theft

in the U.S. alone at 900,000 per year—and climbing.

The sad truth is that the Internet and its vast collec-

tions of easily accessible personal data make iden-

tity theft a simple and tantalizing endeavor for the

criminally inclined. Contributing to the problem are

businesses that lack stringent privacy policies and

corporate mistakes in handling sensitive customer

information. Incidents of information-rich files being

left unsecured in garbage bins and credit slips left

unshredded are common—and even the unsavvy

thieves know it.

Unfortunately, local police agencies are ill-

equipped to handle these sophisticated crimes

which often cross state borders. From a police per-

spective, identity theft is a silent crime. It just

doesn’t merit the priority of crimes like murder, rob-

bery and other violent crimes more easily reported

and televised. District attorneys are in a similar

bind. Re-election is secured by winning big verdicts

in publicity-generating cases.

But times are changing. Federal and state law

enforcement agencies are beginning to take the

problem more seriously, especially now that the FBI

has declared identity theft as the fastest growing

white collar crime in the country.

1. What’s in a Stolen Name?

A lot. A thief can obtain a loan, open credit ac-

counts and charge them to their maximum, rent an

apartment, buy a car, purchase a cell phone, talk to

someone in China all day, and worse, commit a se-

rious crime—all using your name.

Financially, if a credit card in your name is used

in a credit scam, you’ll likely be responsible for

only $50, or possibly nothing because of federal

laws capping your liability for unauthorized use of

your card. (See Chapter 3, Section A9.) But the fi-

nancial burdens may be the least of your worries.

You may spend months hassling with credit agen-

cies, financial institutions and police departments

trying to clear your name and repair the lingering

damage. You may have to take time off from work

to write letters, make calls, collect evidence and de-

mand action.

And who knows what it will take to repair the

anxiety and mental suffering you’ll endure. Typi-

cally, victims of identity theft report that police

agencies are often dismissive or even abusive, credit

reporting agencies unresponsive, collection agen-

cies hostile and creditors disbelieving. Psychological

scarring can be severe. Some victims liken the expe-

rience to feeling physically assaulted; continued

sleep disturbances, paranoia and other post-trau-

matic stress symptoms are not uncommon.
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2. How Can an Identity Be Stolen?

In a word—easily. Here are some typical ways in

which thieves gather information about you:

• stealing wallets

• former friend, lover, roommate or co-worker

with a grudge gathers sensitive information

and uses it in an attempt to extract revenge (a

more common occurrence than most people

realize)

• filling out a change of address form for you

and collecting your mail

• snatching pre-approved credit offers from the

trash or recycling bin

• ordering unauthorized credit reports on you

by posing as a potential employer, landlord

or even you

• illegal computer tapping by a dishonest em-

ployee at a business where you have pro-

vided information or been granted credit

• looking over your shoulder at phones and

ATMs to gather PIN numbers, sometimes with

binoculars or listening devices

• breaking into computer systems and search-

ing for people with good credit

• using phony telemarketing schemes to con

you into giving them your personal data, and

• using personal information you shared on the

Internet.

Perhaps the most frightening—and most thor-

ough—way to steal your identity is by purchasing

your Social Security number, mother’s maiden

name, home and employment address, previous ad-

dresses, credit history and more for just a few dol-

lars from one of the new identity search companies

spawning on the Internet.

3. How to Protect Yourself

You must guard your personal information assidu-

ously. Here are some tips for keeping your private

information secure:

• Keep changing your passwords and PIN num-

bers. Don’t use obvious codes such as birth-

days or spouse’s, children’s or pet’s names.

Memorize them and shred any piece of paper

where they are written.

• Diligently review credit card statements and

phone and utility bills. Get a copy of your

credit report at least once a year. Promptly

respond to any inaccurate information.

• Always take your credit card receipts and

don’t throw them away in public.

• Tear up or shred any offers of pre-approved

credit cards you don’t intend to use. Also, be-

ware of offers from companies you don’t rec-

ognize. It’s easy to create an official looking

and completely phony credit application of-

fering you pre-approved credit if you provide

your Social Security number, mother’s maiden

name and a signature.

• Don’t give personal information over the

phone unless absolutely necessary, and never

give it unless you initiated the phone call.

• Beware of anyone asking for your Social Se-

curity number. If a company refuses to com-

plete a transaction without it, consider taking

your business elsewhere. (See Section H4 be-

low)

• Pick up your new checks from the bank in-

stead of having them sent to your home.

• Don’t put your personal information on any

computer homepage or personal computer

profile.

• If you find your personal information some-

where on the Internet, demand that it be re-

moved.

It is also important to learn more about what

happens to the personal information you provide to

companies, marketers and government agencies.

These organizations may use your personal infor-

mation to promote their own products and services

or they may share it with others.

Many companies and organizations now allow

you to “opt out” of having your information shared

with others or used for promotional purposes. Opt-

ing out will help keep some of your information
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private and less vulnerable to identity theft. You can

find out more about your “opt out” choices from

the Federal Trade Commission. (See Section D for

FTC addresses and websites).

4. Protecting Your Social Security
Number

One good way to minimize the risk of identity theft

is to be very careful about giving out your Social

Security number (SSN). Many people think they

have to provide their SSN to creditors or govern-

ment entities that ask for it. But this isn’t always

true—in some cases, you don’t have to reveal it.

All government agencies that request your SSN

must give you a form explaining whether the infor-

mation is mandatory or optional. For many govern-

ment agencies, including tax authorities, welfare of-

fices and state Departments of Motor Vehicles, your

SSN is mandatory. But it isn’t always mandatory. If it

isn’t, the government cannot deny you a benefit or

service due to your refusal to disclose your SSN.

Employers, as well as most banks, can require

that you disclose your SSN. But you are usually not

required to give your SSN to private businesses.

Sometimes businesses have a legitimate reason to

ask for your number, but in other cases, they simply

want it for general record keeping. You don’t have

to give a business your SSN just because they re-

quest it. Ask these questions before deciding

whether to give out your number:

• Why do you need my number?

• How will my number be used?

• What law requires me to give you my num-

ber?

• What will happen if I don’t give you my num-

ber?

If you’re filling out a form and decide not to pro-

vide your SSN, you can leave the space blank or

write “refused.”

But understand that a business can refuse to

serve you if you don’t disclose your SSN. In some

situations, you may want to disclose the number to

avoid hassles down the road. In other situations,

you may want to take your business elsewhere.

If you’re already a victim of identity theft, con-

sider getting a new SSN. This isn’t always easy

though—the Social Security Administration will only

change your number if you fit their definition of

“fraud victim.” Even if you do fit within the defini-

tion, think carefully before you apply for a new

SSN. A new SSN will not ensure a clean credit re-

port because credit bureaus may combine the credit

records from your old SSN with your new records.

For more information, check out the Federal Trade

Commission’s website at www.ftc.gov and the So-

cial Security Administration’s website at

www.ssa.gov. At the very least, you should contact

the Social Security Administration to report any

fraudulent use of your SSN.

5. If Your Identity Is Stolen

Minimizing the disaster of identity theft depends

primarily on your vigilant efforts to guard your per-

sonal identification privacy, and thus be aware as

quickly as possible that you’ve been the victim of

an intrusion. As soon as you are aware of the prob-

lem, do the following:

• File a police report and obtain a copy. You

may need to send a copy to creditors, collec-

tion agencies, credit bureaus, banks and the

like.

• Contact your creditors, phone companies,

utilities and banks to find out if any of your

accounts have been tampered with or if any

new accounts have been opened in your

name. Ask to speak with someone in the se-

curity or fraud department and follow up with

a letter. Immediately close any accounts that

have been tampered with. Some advocate

also closing accounts that haven’t yet been

affected—the theory being that it’s just a mat-

ter of time before the thief gets to those too.

But before you do so, think carefully. You

may have trouble getting new credit until the

problems related to the identity theft are
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cleared. Instead, you could notify the credi-

tors of unaffected accounts that you have

been a victim of identity theft, set up a new

password and place a Fraud Alert on the ac-

counts.

• Call Equifax (800-525-6285), Experian (888-

397-3742) and Trans Union (800-680-7289).

Request that they place a “fraud alert” state-

ment in your file and a victim’s statement ask-

ing that creditors call you before opening any

new accounts or changing your existing ac-

counts.

• Report stolen checks to Telecheck (800-710-

9898), National Processing Company (800-

949-7379), International Check Service (800-

631-9656) or Equifax (800-437-5120).

• Alert the post office if you suspect the thief

may have filed a change of address form.

That form will be an important piece of evi-

dence for the police to use.

• Alert all of your utility and phone companies.

If you’re having trouble getting fraudulent

phone charges removed from your account,

contact your state Public Utility Commission

for local service providers. For long-distance

service and cellular providers, contact the

Federal Communications Commission at

www.fcc.gov or 888-CALL-FCC.

• Keep dated, concise records of your conver-

sations and interactions with everyone you

notify of the theft. Make copies of all corre-

spondence you send and receive relating to

the theft.

• Contact your local Social Security office to see

if your Social Security number has been used

fraudulently. You’d notice this if your earn-

ings record lists earnings for jobs you’ve

never held. You can get a copy of your earn-

ings report by calling 800-772-1213. If you

notice fraudulent use of your Social Security

number, call the SSA’s fraud hotline at 800-

269-0271.

• If your driver’s license number is being used

fraudulently, you can receive a new number

but be prepared to show proof of theft and

damage.

• File a complaint with the FTC. The FTC can’t

bring criminal cases but it can give you infor-

mation about how to resolve problems that

result from identity theft. Contact the FTC by

calling the Identity Theft Hotline (877-

IDTHEFT), visiting its website

(www.consumer.gov/idtheft) or by writing to:

Identity Theft Clearinghouse, Federal Trade

Commission, 600 Pennsylvania Ave., NW,

Washington, DC  20580.

You need to take control of the situation and not

waste time waiting for someone else to step up and

help you. Do not pay bills that you did not incur.

Be persistent with police, credit bureaus, credit card

companies and banks. Continue to call, write letters

and keep track of your efforts to stop the theft and

reverse the damage.
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6. Identity Theft Protection
Products and Insurance

If you want to protect yourself from, or at least

minimize, the financial losses that occur when your

identity is stolen, consider buying special identity

theft protection.

Many private companies (often security agen-

cies) now sell products or packages designed to in-

sure against identity theft damages or to protect you

from becoming a victim. You can also find products

on the Internet. Before you buy these services or

products, however, check them out carefully. Some

are scams designed to get your personal informa-

tion and take advantage of you. One cheap product

to consider—a paper shredder.

Also, a number of insurance companies sell

identity theft protection—either as a separate insur-

ance policy or as an option that comes with your

homeowner’s insurance policy. These policies pro-

vide compensation for common expenses associ-

ated with identity theft including lost wages, mailing

costs and attorneys’ fees.

Identity Theft Resources

www.ftc.gov

www.identitytheft.org

www.privacyrights.org

Law Against ID Theft

In 1998, Congress passed and President Clinton

signed the Identity Theft and Assumption De-

terrence Act (18 USC 1028). This law makes

the use of another person’s identity with the

intent to commit any unlawful activity under

either state or federal law a federal felony. Vio-

lations of the Act are investigated by federal

agencies, including the Secret Service, FBI and

Postal Inspection Service, and prosecuted by

the Department of Justice. The law allows for

restitution to victims.

Additionally, many states have passed or

are considering laws related to identify theft.

For a list of state identity theft laws, visit the

Federal Consumer Information Center’s website

at www.consumer.gov.idtheft. Even if your

state does not have a law specifically identified

as an identity theft law, the issue is likely cov-

ered under other state laws.
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If you’ve read and followed the advice in Chap-

ter 4, you should feel confident that you’ve

done everything you can to clean up your credit

report. If you are back in good financial shape, now

is the time to start thinking about rebuilding your

credit. But before you do that, it helps to understand

who has access to your credit report and how credi-

tors and employers use it to evaluate your credit.

A. Who Can Look at Your
Credit Report?

The federal Fair Credit Reporting Act (FCRA) (15

U.S.C. §1681 and following) and state credit report-

ing laws restrict who can access your credit report

and how it can be used. (Appendix 2 contains the

text of the FCRA.)

The people and entities that can request your

credit report include:

• Employers
Employers often use credit reports to conduct

background checks of job applicants and to

assess current employees for promotions or

job reassignments. Before ordering your

credit report, employers must first get your

written authorization and provide certain dis-

closures. Many employers never look at credit

reports. And those that do often will not be

concerned about your financial problems. If

you do have some negative information on

your report, you might want to discuss it with

the employer before he or she sees the re-

port.

• Government Agencies
Government agencies can request your credit

report to determine whether you are eligible

for public assistance.  They do this to look for

any hidden income or assets you might have,

not to see if you have unpaid bills. The law

also allows state and local government offi-

cials to get reports to help determine whether

you can make child support payments.

But not all government agencies can look at

your credit report. For example, district attor-

neys cannot look at reports to investigate

criminal or civil cases and the Immigration

and Naturalization Service (INS) cannot get a

report for an immigration proceeding or for

reviewing citizenship applications.

• Insurance Companies
Insurance companies can look at your credit

report. Usually, they are not interested in

your credit history, but instead may ask about

your medical history or about any insurance

claims you have filed.

• Collection Agencies
Collection agencies can look at your report

when trying to collect an overdue debt from

you. They mainly do this to try to locate you

or find out more about your assets.

• Judgment Creditors
Judgment creditors are allowed to look at

credit reports in order to decide whether to

begin collection efforts against you. They can

also use reports for skip tracing (hiring some-

one to locate you or your assets).

• Potential Creditors
Creditors are allowed to review your report

when you apply for credit. Although this is a

broad category, there are some restrictions. For

a new transaction, you must have made an of-

fer or otherwise initiated a credit transaction

before the creditor can look at your report. It

is important to be careful when you are shop-

ping around, especially for cars.  Dealers will

try to get you to sign an authorization so that

they can look at your report and size up your

financial situation before beginning their sales

pitch. This request will then appear on your

credit report and may negatively affect your

credit. (See Chapter 4, Section A, for more in-

formation about credit inquiries.)

• Landlords and Mortgage Lenders
Landlords and mortgage lenders are also al-

lowed to review your report. You can expect

mortgage lenders to scrutinize your report

very carefully before offering to lend you

money to buy a home.
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• Utility Companies
Utility companies can request your credit re-

port. However, there are special rules that

prevent utility companies from denying you

service in many circumstances, even if you

have bad credit. Negative marks will only

matter if you owe money to the particular

utility company from which you seek service.

Even then, most utility companies are re-

quired to offer special payment plans and

programs for people with low income that

allow you to get utility service by making

payments that are affordable for you.

• Student Loans and Grants
Most lenders offering federal student loans

cannot deny your application because of poor

credit. However, there are a few exceptions.

For example, lenders are required to check

the credit of parents applying for PLUS loans.

Also, you cannot get a new federal loan if

you are in default on another federal loan.

For more on student loans and how to get

out of default, see Take Control of Your Stu-

dent Loan Debt, by Robin Leonard and

Deanne Loonin (Nolo).

Apart from the entities listed above, most other

people and businesses cannot legally request a

copy of your credit report. Notably, your credit re-

port cannot be used in divorce, child custody, im-

migration and other legal proceedings. Government

agencies are allowed to look at your report in these

cases only if they get a special court order.

It’s not always easy to find out if someone who

should not have access to your credit report has re-

quested, and received, one anyway. One way to

detect unauthorized users is to order your credit re-

port and look for unfamiliar names or businesses in

the list of inquiries. (See Chapter 4 for information

on how to order your credit report.) If someone has

requested your report illegally, you may be able to

sue for violation of the Fair Credit Reporting Act—

you’ll probably need the help of a lawyer to do this.

You should also complain to state and federal gov-

ernment agencies. A list of state agencies regulating

credit bureaus is contained in Appendix 1. The Fed-

eral Trade Commission (at www.ftc.gov) is the pri-

mary federal enforcer of the Fair Credit Reporting

Act.

B. How Credit Applications
Are Evaluated

When you apply for credit, creditors use two pri-

mary methods to evaluate your request:

• Weigh your three “Cs”—capacity, collateral

and character, and

• Create a “risk score” based on the information

in your credit report.

1. Your Three “Cs”

A creditor needs information to determine the likeli-

hood that you will repay a loan or pay charges you

incur on a line of revolving credit. This is done by

evaluating the three “Cs.”

Capacity. This refers to the amount of debts you

can realistically pay given your income. Creditors

look at how long you’ve been on your job, your

income level and the likelihood that it will increase

over time. They also look to see that you’re in a

stable job or at least a stable job industry. It’s im-

portant when you fill out a credit application to

make your job sound stable, high-level and even

“professional.” Are you a secretary or are you an

executive secretary or the office manager?

Finally, creditors examine your existing credit

relationships, such as credit cards, bank loans and

mortgages. They want to know your credit limits

(you may be denied additional credit if you already

have a lot of open credit lines), your current credit

balances, how long you’ve had each account and

your payment history—whether you pay late or on

time.

Collateral. Creditors like to see that you have

assets that they can take from you if you don’t pay

your debt. Owning a home or liquid assets such as
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a mutual fund may offer considerable comfort to a

creditor reviewing an application. This is especially

true if your credit report has negative notations in it,

such as late payments.

Character. Creditors develop a feeling of your

financial character through objective factors that

show stability. These include the length of your

residency, the length of your employment, whether

you rent or own your home (you’re more likely to

stay put if you own) and whether you have check-

ing and savings accounts.

2. Your Credit Score

Most credit reports include a credit score. Credit

scores are numerical calculations that are supposed

to indicate the risk that you will default on your pay-

ments. High credit scores indicate less risk and low

scores indicate potential problems. Most credit scores

range from lows of 300–400 to highs of 800–900. The

biggest credit scoring company, Fair, Isaac and Com-

pany, estimates that about 40% of Americans have

scores over 750. Anything over 750 is considered to

be a very good score by most lenders.

Lenders use credit scores to help them decide

whether you are a good credit risk for new credit,

whether to increase or decrease an existing line of

credit, to determine how easy it will be to collect on

an account and even to project the likelihood that

you will file for bankruptcy. Credit scores are used in

about 80% of all mortgages as well as in car loans,

credit cards and insurance policies. And your credit

score not only determines whether you get a loan,

but also what interest rate will be applied. If you get

your Fair, Isaac credit score (see below), you can

visit its website (at www.myfico.com), plug in your

score and find out the prevailing mortgage interest

rate that most lenders charge to people with that

credit score.

Even though your score may determine whether

you can get a loan, credit bureaus are not required

to disclose your score to you (therefore, they won’t

appear on a credit report that you order). However,

change is on the horizon. A new California law re-

quires that mortgage lenders disclose credit scores

to consumers shopping for a mortgage. Other states

or the federal government may enact similar laws in

the future.

Another big improvement recently came from

Fair, Isaac and Company—they have voluntarily

made credit scores available for a fee of $12.95. To

get your Fair, Isaac credit score, visit

www.equifax.com, www.myfico.com or

www.scorepower.com.

A few other companies that create credit scores

have followed suit. Trans Union now provides your

credit score (at no extra charge) when you order a

Trans Union credit report. Experian also offers a

credit score product for $12.95. (For information on

ordering a Trans Union credit report or Experian

credit score, see Chapter 4, Section B.)

Although being able to view your credit score is

a significant improvement, the jury is still out on

how helpful the score will actually be. It is likely

that you will get different scores from different com-

panies. And consumer experts are not certain that

the score you order from the Internet will be the

same one that lenders use to determine whether

they will extend credit to you.

Credit scoring companies most likely use the

three “Cs” as guidelines for creating scores. Re-

cently, Fair, Isaac and Company disclosed slightly

more detailed factors that it uses in generating

credit scores. Those factors include:

• Your payment history (about 35% of the

score).

• Amounts you owe on credit accounts (about

30% of the score).

Fair, Isaac looks at the amount you owe on

all accounts and whether there is a balance.

They are looking to see whether you manage

credit responsibly. It may view a large num-

ber of accounts with balances as a sign that

you are over-extended, and count it against

you.

• Length of your credit history (about 15% of

the score). In general, a longer credit history

increases the score.
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• Your new credit (about 10% of the score).

Fair, Isaac likes to see that you have an estab-

lished credit history and that you don’t have

too many new accounts. Opening several ac-

counts in a short period of time can represent

greater risk.

• Types of credit (about 10% of the score).

Fair, Isaac is looking for a “healthy mix” of

different types of credit. This factor is usually

important only if there is not a lot of other

information upon which to base your score.

If you do get your credit score, and it seems

lower than it should be, there may be a mistake on

your credit report. (See Chapter 4 for information

on how to clean up your credit report, including

getting rid of errors.)

To keep up on credit scoring developments, visit

www.creditscoring.com, a private website devoted

to credit scoring.
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E stablishing and keeping a good credit record

is the final step in repairing your credit.

This chapter covers the many ways you can

build a positive credit history, from getting credit in

your own name if you’re married or divorced, ap-

plying for credit cards, getting a secured card and

obtaining bank loans. It also provides tips on how

to maintain good credit, from using credit cards

wisely to avoiding credit repair clinics.

If you take the steps suggested in this chapter,

you will probably be able to get a major credit card

or loan in approximately two years. And, in about

Habitual overspending can be just as hard to

overcome as excessive gambling or drinking. If

you think you may be a compulsive spender,

one of the worst things you can do is repair your

credit and then get more. Instead, you need to

get a handle on your spending habits.

Debtors Anonymous, a 12-step support

program similar to Alcoholics Anonymous, has

programs nationwide. If a Debtors Anonymous

group or a therapist recommends that you stay

out of the credit system for a while, follow that

advice. Even if you don’t feel you’re a compul-

sive spender, paying as you spend may still be

the way to go—because of finance charges,

transaction fees and other charges, buying on

credit costs between 20% and 25% more than

paying with cash.

Debtors Anonymous groups meet all over the

country. If you can’t find one in your area, send

a self-addressed, stamped envelope to Debtors

Anonymous, General Services Board, P.O. Box

920888, Needham, MA 02492-0009. Or call their

office and speak to a volunteer or leave your

name, address and a request for information. The

number is 781-453-2743. You can also visit their

website at www.debtorsanonymous.org.

Concern about habitual overspending isn’t the

only reason to stay outside the credit system.

Followers of a movement known as “voluntary

simplicity” suggest that reliance on credit is one

of the reasons people are overworked, over-

stressed and have trouble slowing down. Credit

gives us the chance to consume—and often we

consume far more than we need to live comfort-

ably and at an easy pace.

Much has been written about voluntarily

downshifting. Advocates are not suggesting that

we all move to the wilderness, quit our jobs and

live without electricity and running water. But

they do suggest that we take a hard look at our

reliance on money—and credit—to bring us

happiness.

For more information on voluntary simplicity,

take a look at any of these resources:

• Simplify Your Life: 100 Ways to Slow Down

and Enjoy the Things That Really Matter, by

Elaine St. James (Hyperion).

• Get a Life: You Don’t Need a Million to Retire

Well, by Ralph Warner (Nolo).

• Your Money or Your Life, by Joe Dominguez

and Vicki Robin (Penguin Books).

Should You Repair Your Credit?

four years, you may be able to qualify for a mort-

gage.

But before you start this process, make sure you

are financially ready to get more credit. If you get

new credit too soon, while you’re still in financial

trouble, you’re likely to dig yourself into deeper

debt. First focus on stabilizing your employment,

income and debt situation. Get your high priority

debts, such as rent, mortgage or car payments, un-

der control. Once you’re in decent financial shape,

start following the strategies in this chapter to build

good credit.
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If you’ve never been married, skip ahead to

Section C.

A. Build Credit in Your Own
Name

If you are married, separated or divorced, and most

of the credit you obtained is in your spouse’s or ex-

spouse’s name only, you should start to get credit

in your name too.

Getting credit in your own name is also an ex-

cellent strategy for repairing your credit if:

• All or most of your financial problems can be

attributed to your spouse, or

• You and your spouse have gone through fi-

nancial difficulties together, but most credit

was in your spouse’s name only.

In order to understand how this works, you first

must learn about which of your spouse’s accounts

can appear on your report. Here are the rules:

• Credit bureaus must include information

about your spouse’s account on your credit

report in two situations: (1) you and your

spouse have a joint account (that is, you both

can use it), or (2) you are obligated (respon-

sible for paying) on an account belonging to

your spouse, even if your spouse is the pri-

mary signer or obligor on the account.

• Credit bureaus cannot include information

about your spouse’s account on your credit

report if the account is not joint and you are

not responsible for paying the account.

This is usually good news if you are worried that

your spouse’s negative credit history may reflect

badly on you—delinquent accounts in your

spouse’s name only should not appear on your

credit report. However, if you are now divorced or

separated and had relied primarily on your spouse

to obtain credit, so that most loans and credit cards

were in your spouse’s name only, you won’t have a

lengthy history of good credit in your report. You

now need to start building good credit in your own

name. If you are still married, you can start by mak-

ing sure that all joint accounts and accounts that

you are obligated to pay appear on your credit re-

port too. Then, follow the steps outlined in the rest

of this chapter for building credit.

B. Ask Creditors to Consider
Your Spouse’s Credit
History

Although a credit bureau cannot include informa-

tion about your spouse’s positive credit accounts on

your credit report (unless the account meets one of

the two criteria listed in Section A, above), if you

are applying for a loan, credit card or other type of

credit, you can always ask the creditor to consider

any of your spouse’s accounts that reflect on your

creditworthiness too. For example, if you and your

spouse make payments on your spouse’s account

with joint checks, bring this to the creditor’s atten-

tion. A creditor doesn’t have to consider this infor-

mation, but it may.

C. Get Credit Cards and Use
Them Wisely

If you survived your financial disaster and managed

to hold onto one of your credit cards or a depart-

ment store or gasoline card, use it and pay your

bills on time. Your credit history will improve

quickly. Most credit reports show payment histories

for 24–36 months. If you charge something every

month, no matter how small, and pay at least the

minimum required every month, your credit report

will show steady and proper use of revolving credit.

Charge only a small amount each month
and pay it in full. By paying in full, you will

avoid incurring interest, as long as you have a card

with a grace period. Consumer groups point out that

the average consumer who makes only the minimum
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payment each month ends up paying hundreds of

dollars in interest charges alone. For example, if you

charge $1,000 on a 19.8% credit card and pay it off

by making the minimum payments each month,

you’ll take over eight years to pay off the loan and

will pay almost $850 in interest.

1. Applying for Credit Cards

If you don’t currently have a credit card, apply for

one. Keep in mind the general guidelines under the

three “Cs” discussion in Chapter 5, Section B.2,

when completing your credit application. Don’t lie,

but present yourself in the best possible light.

Don’t plunge in until you’re ready.
Getting new credit cards before your finances

are in order is a bad idea. Wait until you’re out of

financial hot water before you apply for credit.

It’s often easiest to obtain a card from a depart-

ment store or gasoline company. These companies

usually open your account with a very low credit

line. If you start with one credit card, charge items

and pay the bill on time, other companies will issue

you a card. When you use department store and

gasoline cards, try not to carry a balance from one

month to the next. The interest rate on these cards

is as high as 26%.

Next, apply for a regular credit card from a

bank, such as a Visa, MasterCard or Discover card.

Competition for customers is fierce, and you may

be able to find a card with relatively low initial

rates. Depending on how bad your credit history is,

however, you may be eligible only for a low credit

line or a card with a high interest rate. If you use

the card and make your payments, after a year or

so you can apply to increase your line of credit or

reduce the interest rate.

In fact, no matter what your situation, it makes

sense to call your credit card company and ask for

a lower interest rate. A study conducted by the

United States Public Interest Research Group in

2002 found that more than half of the consumers

who complained to their credit card company were

able to reduce their interest rate, usually by as

much as one third. (To find out more, contact U.S.

PIRG at www.uspirg.org.)

It’s Raining Credit Cards

If you’ve been through bankruptcy or other

tough financial times but your problems are be-

hind you, or you’ve never had credit, you may

be considered an excellent candidate for a credit

card. Your creditors won’t tell you this. It’s an

industry secret they’d like to keep that way.

Credit card issuers send out approximately

three billion solicitations each year to Ameri-

can consumers. This number represents an

enormous growth since the early 1990s. While

the number of American adults hasn’t risen that

dramatically, the number of American people

now considered creditworthy has.

Credit card issuers operate in a fiercely

competitive environment. People who have

been through bankruptcy are now considered

great credit risks—their debt is gone, they have

a history of using credit and they can’t file for

bankruptcy again for another six years. In fact,

a Texas bankruptcy judge asked a couple who

filed for bankruptcy to keep track of how

many credit card solicitations they received

during the two-year period after they filed their

case. The total: 53, with credit limits ranging

from $100 to $20,000.

And people who have been through bank-

ruptcy aren’t the only people with stuffed mail-

boxes. New immigrants, low-wage earners and

others traditionally kept out of the credit world

are being invited to participate at astronomical

rates.

Beware of all these offers. They are not

meant to be flattering nor are they a sign that

you can afford more credit. Credit card issuers

are looking for consumers who will run up big

balances and pay a lot of interest.
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Many people who have had serious financial

problems misused or overused their credit cards.

The following tips will help you when you apply

for credit cards or an increased credit limit:

Be consistent with the name you use. Use

your middle initial always or never. Always use

your generation (Jr., Sr., II, III, etc.).

Take advantage of preapproved credit for
department store, gasoline and bank cards. If
your credit is shot, you may not have the luxury of

shopping around.

Be honest, but appear sympathetic. Lenders

are especially apt to ignore past credit problems

that were out of your control—such as a job layoff

or illness.

Bolster your credit application. Don’t lie, but

don’t denigrate yourself, either. For example, if

you’re an administrative assistant, don’t put “clerk/

typist” for your job title. Also, if you are married

and your spouse has excellent credit, apply jointly

or at least indicate on the credit application that you

are married.

Apply for credit when you are most likely to
get it. For example, apply when you are working,

when you’ve lived at the same address for at least a

year and when you don’t have an unusually high

number of inquiries on your credit report.

Apply for credit from creditors with whom
you’ve done business. For example, if you had a

Sears charge card from a store in New Jersey and

you moved to California, apply for a Sears card

from a store near your new home.

Don’t get swept up by credit card gimmicks.
Before applying for a credit card that gives you

rebates, credit for future purchases or other perks,

make sure you will benefit by the offer. Some are

good deals, especially cards that give you cash

back. But in general, a card with no annual fee

and/or low interest rate usually beats the cards with

“deals.”

Scrutinize any preapproval solicitations for
nonbank cards. A “gold” or “platinum” card with a

high credit limit may be nothing more than a card

that lets you purchase items through catalogues

provided by the company itself. No other merchant

accepts these cards and the company won’t report

your charges and payments to the credit bureaus.

Also, the items in the catalogues are usually high

priced and of low quality.

When it comes to obtaining a new credit card,

you may not have as many choices as people who

already have good credit. But you should still do

some comparison shopping to make sure you are

getting the best deal available to you. Credit card

terms and interest rates vary—and some of those

variations can make a huge difference to your wal-

let. Always shop for the card with the best interest

rate and terms. Here’s what you should look for in

a credit card:

• Avoid high interest rates. Credit card com-

panies disclose the interest rate in several

ways, but you want to look at the Annual

Percentage Rate (APR). This is the amount of

interest, transaction fees and other charges

that you will pay per year, expressed as a

percentage. It is the best indicator of the ac-

tual interest you will pay.

• Avoid low introductory rates. Some cards

have a low “introductory rate” (also called a

“teaser rate.”) After a few months, the interest

rate will skyrocket. Also, sometimes the ad-

vertised rate only applies to certain people,

such as those earning a high income. The

card company charges a much higher rate to

those who don’t qualify—which could mean

an unpleasant surprise when your first bill

arrives.

• Beware of unfair interest calculations.
Most banks charge interest on the balance

owed. A growing number, however, charge

interest based on the average daily balance.

This is how it works: Say you charge $1,500

on your credit card and pay $1,200 on the

due date. When your next bill arrives, a bank

using the average daily balance will charge

interest on the $1,500 average daily balance

from the previous month, not on the $300

you still owe.

• Review the grace period. This is the inter-

est-free period of time between the purchase
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date and the bill due date. It is usually avail-

able only to those who do not carry a bal-

ance. If you pay your bill in full each month,

make sure you have a grace period. Other-

wise, you’ll pay interest from the date of your

purchase. If you carry a balance, a grace pe-

riod is not important.

• Avoid high annual fees. Some credit card

companies charge you a flat fee (in addition

to interest and other charges) for using their

card. Some do not. If you pay off your bal-

ance each month, you want a card without an

annual fee. If you carry a balance, a card with

an annual fee but a low interest rate may be

better than a card with no annual fee but a

high interest rate.

• Find out if you’ll be charged higher inter-
est rates for cash advances and late pay-
ments. Virtually all credit cards charge higher

interest rates for cash advances. And with

some cards, if you make late payments, the

company imposes a new, much higher inter-

est rate. If you think you might pay late once

in a while (be realistic), check out these inter-

est rates. Some are as high as 20%.

• Evaluate rebates, free miles and other
perks. Many credit cards now allow you to

earn cash back, free airline miles, discounts

on goods and services, funds for charity or

other bonuses by using the card. Don’t sign

up for a card based on these perks alone—be

sure to consider the other card terms as well.

If you will pay high interest and high annual

fees, you might be better off without the

perks. You can use the money you save to

buy airline tickets or contribute to your favor-

ite charity.

Many websites will help you shop for a credit

card by surveying large numbers of credit card deals.

You can compare and contrast terms and find the

best card for you. A few to try are: www.cardtrack.com,

www.bankrate.com and www.consumer-action.org

(click on the “2001-2002 Credit Card Survey”). For

more information on credit cards and how to shop

for them, see the Federal Reserve Board’s website at

http://federalreserve.gov/pubs/shop.

Once you receive a credit card, protect yourself

and your efforts to repair your credit by following

these suggestions:

Send your creditors a change of address
when you move. Many creditors provide change

of address boxes on their monthly bills. For your

other creditors, you can send a letter, call the

customer service phone number or use a post office

change of address postcard.

If you need an increase in your credit limit,
ask for it. Many creditors will close accounts or

charge late fees on customers who exceed their

credit limits. But pay close attention; if you’re charg-

ing to the limit on your credit card, you may be

heading for financial trouble.

Take steps to protect your cards. Sign your

cards as soon as they arrive. If you have a personal

identification number (PIN) that allows you take

cash advances, keep the number in your head and

never write it down near your credit card. Make a

list of your credit card issuers, the account numbers

and the issuer’s phone numbers so you can quickly

call if you need to report a lost or stolen card.

Don’t give your credit card number to any-
one over the phone unless you placed the call
and are certain of the company’s reputation. Never,

never, never give your credit card number to some-

one who calls you and tries to sell you something

or claims to need your credit card number to send

you a “prize.” These are scam artists.
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Read the Fine Print: Beware of Creditors
Trying to Collect Discharged Debts

If you’ve been through bankruptcy, you’re no

longer liable to pay the debts discharged in

your case. It’s too bad many creditors don’t see

it that way.

Read all credit card solicitations carefully,

particularly ones that promise to restore your

credit. The fine print might tell you that by

signing up for the card, you voluntarily agree

to repay debts you discharged in your bank-

ruptcy case. The solicitation won’t necessarily

come from the original creditor whose debt

you wiped out. Often the creditor sells the

debt to another, so you won’t recognize the

new creditor (who is now the current owner of

your old debt).

Attempts to have you voluntarily repay dis-

charged debts don’t come only in the form of

credit card solicitations. You might also receive

phone calls or dunning letters threatening legal

action—“intent to file suit”—if you don’t pay up.

Remind any creditor that attempts to collect

discharged debts are illegal under the Bank-

ruptcy Code (11 U.S.C. § 524(a)) and prohib-

ited by the Fair Debt Collection Practices Act

(15 U.S.C. § 1692e).

2. Cosigners and Guarantors

If you can’t get a credit card or loan on your own,

consider asking a friend or relative to cosign or

serve as guarantor on an account. A cosigner is

someone who promises to repay a loan or credit

card charges if the primary debtor defaults. Simi-

larly, a guarantor promises the credit grantor that he

will pay if the primary debtor does not. Usually,

neither the cosigner’s nor the guarantor’s name ap-

pears on the credit account.

Although getting a cosigner or guarantor will

help you get credit, it may not help you build credit

in all situations. On some cosigned accounts, the

creditor will report the information on the

cosigner’s credit report only, not on yours. The best

option is to ask if you can use a guarantor instead

of a cosigner. It should make no difference to the

creditor.

Cosigners and guarantors should fully
understand their obligations before they

sign on. For example, if the primary debtor doesn’t

pay and erases the debt in bankruptcy, the cosigner

or guarantor remains fully liable. The Federal Trade

Commission’s Credit Practices Rule requires that

cosigners of credit issued by a financial institution

be given the following notice:

You are being asked to guarantee this debt. Think
carefully before you do so. If the borrower doesn’t pay
the debt, you will have to. Be sure you can afford to
pay if you have to, and that you want to accept this
responsibility.

You may have to pay up to the full amount of the
debt if the borrower does not pay. You may also have
to pay late fees or collection costs, which increase this
amount.

The creditor can collect this debt from you without
first trying to collect from the borrower. The creditor can
use the same collection methods against you that can
be used against the borrower, such as suing you, gar-
nishing your wages, etc. If this debt is ever in default,
that fact may become a part of your credit record.

3. Authorized User Accounts

Another way to repair your credit using a credit

card relies on the generosity of a friend or relative

you trust.

If you can find someone who is willing to add

you to an account as an “authorized user,” you can

use the credit line but you are not responsible for

repaying the charges. The account holder must re-

quest that your name be added to the account and

can ask that a card be issued in your name. Once
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your name is on the account, information about the

account will probably be added to your file—and

you’ll be listed as an authorized user.

Of course, because the information concerning

the account is reported in your credit file, this tech-

nique requires that the account holder not default.

If she does, that information will appear in your

credit report—exactly what you don’t want.

4. Secured Credit Cards

Many people with poor credit histories are denied

regular credit cards. If your application is rejected,

consider whether you truly need a credit card.

Millions of people get along just fine without them.

If you decide that you really need a card—for

example, you travel quite a bit and need a card to

reserve hotel rooms and rent cars—then you can

apply for a secured credit card. With a secured

credit card, you deposit a sum of money with a

bank and are given a credit card with a credit limit

for a percentage of the amount you deposit—as low

as 50% and as high as 120%. Depending on the

bank, you’ll be required to deposit as little as a few

hundred dollars or as much as a few thousand.

Unfortunately, secured credit cards can be

expensive. Many banks charge application and

processing fees in addition to an annual fee. Also

the interest rate on secured credit cards is often

close to 22%, while you earn only 2% or 3% on the

money you deposit. And some banks have elimi-

nated the grace period—that is, interest on your

balance begins to accrue on the date you charge,

not 25 days later. If you find a card with a grace

period and pay your bill in full each month, you

can avoid the interest charges.

Many secured credit cards have a conversion

option. This lets you convert the card into a regular

credit card after several months or a year if you use

the secured card responsibly. Because regular credit

cards typically have lower interest rates and annual

fees than secured credit cards, it’s usually preferable

to obtain a card with a conversion option.

To find a bank offering a secured credit card,

call some local banks or do some surfing on the

Internet. Two sources of information are Bank Rate

Monitor (www.bankrate.com) and Ram Research

(www.ramresearch.com).

Avoid 900-number advertisements for “instant

credit” or other come-ons. Obtaining a secured

credit card through one of these programs will

probably cost you a lot—in application fees, pro-

cessing fees and phone charges. Sometimes you call

one 900 number and are told you must call a sec-

ond or third number. These ads also frequently

mislead consumers into thinking their line of credit

will be higher than it actually will be.

Don’t use your home as collateral. If you do

opt for a secured credit card, make sure it isn’t

secured by your home. If it is, and you get behind

on your card payments, you could lose your home.
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How Many Credit Cards
Should You Carry?

Once you succeed in getting a credit card, you

might be hungry to apply for many more cards.

Not so fast. Having too much credit probably

contributed to your debt problems in the first

place. Ideally, you should carry one bank credit

card, one department store card and one gaso-

line card. Your inclination may be to charge ev-

erything on your bank card and not bother us-

ing a department store or gasoline card. When

creditors look in your credit file, however, they

want to see that you can handle more than one

credit account at a time. Don’t build up interest

charges on these cards—just use them and pay

the bill in full.

Creditors frown on applicants who have a

lot of open credit. So keeping many cards may

mean that you’ll be turned down for other

credit—perhaps credit you really need. And if

your credit applications are turned down, your

file will contain inquiries from the companies

that rejected you. Your credit file will look like

you were desperately trying to get credit,

something creditors never like to see.

5. Closing Credit Card Accounts

If you want to close some accounts, here are some

rules to follow:

• Close accounts you don’t need. You can close

an account even if you haven’t paid off the

balance. The card issuer will close your

account, cancel your privileges and send you

monthly statements until you pay off your

balance. Or contact the bank whose card you

are keeping and ask it to transfer your

remaining balance on the account you are

closing to the account you are keeping.

• Close accounts on which you are delinquent—

otherwise the credit card issuer may close

them for you. If you’re delinquent on all your

accounts, keep open the most current account.

• If you pay your bill in full each month—that

is, you don’t carry a balance—close the

accounts with the highest annual fees. Make

sure that the accounts you keep open have a

grace period—a 20-25 day period each month

in which you can pay off your bill and not

incur any interest.

• If you carry a balance, close the accounts

with the highest interest rates and shortest

grace periods. Also, read your contract to

understand the credit card company’s billing

practice. Interest may be calculated on the

previous two months’ balance, the average

daily balance for the month or your balance

at the end of the billing cycle. Keep the cards

that charge interest on the balance at the end

of the billing cycle.

How to Close a Credit Card Account

If you want to close a credit card account,

make sure you do it the right way.

• Write a letter to the company and request

a “hard close.” If you don’t do this, the

company may give you a “soft close,”

which means new charges can go through,

even though you asked that the account

be closed. With a soft close, you are sus-

ceptible to credit card fraud.

• Also request, in writing, that the credit

card company report to the credit bureaus

that your account was “closed by con-

sumer request.” Accounts that are errone-

ously reported as “closed by creditor” will

hurt your credit rating.

• After 30 days, check your credit report to

ensure that it reflects that the account in

question was “closed by consumer re-

quest.”
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D. Open Deposit Accounts

Creditors look for bank accounts as a sign of

stability. Quite frankly, they also look for bank

accounts as a source of how you will pay your bills. If

you fill out a credit application and cannot provide a

checking account number, you probably won’t be

given credit.

A savings or money market account, too, will

improve your standing with creditors. Even if you

never deposit additional money into the account,

creditors assume that people who have savings or

money market accounts use them. Having an

account reassures creditors of two things: You are

making an effort to build up savings, and if you

don’t pay your bill and the creditor must sue you to

collect, it has a source to collect its judgment.

Just because you’ve had poor credit history, you

shouldn’t be denied an account. Shop around and

compare fees, such as check writing fees, ATM fees,

monthly service charges, the minimum balance to

waive the monthly charge, interest rates on savings

and the like.

To learn more about ATM and other bank fees,

visit the following websites: www.uspirg.org

(U.S. Public Interest Research Group),

www.consumersunion.org (Consumers Union),

www.consumer-action.org (Consumer Action) and

www.ftc.gov (Federal Trade Commission).

E. Work With Local Merchants

Another way to repair your credit is to approach a

local merchant (such as an electronics or furniture

store) and arrange to purchase an item on credit.

Many local stores will work with you in setting up a

payment schedule, but be prepared to put down a

deposit of up to 30% or to pay a high rate of inter-

est. If you still don’t qualify, the merchant might

agree to give you credit if you get someone to

cosign or guarantee the loan. (See Section C.2,

above.) Or you may be able to get credit by first

buying an item on layaway.

Even if a local merchant won’t extend you credit,

it may very well let you make a purchase on a lay-

away plan. When you purchase an item on layaway,

the seller keeps the merchandise until you fully pay

for it. Only then are you entitled to pick it up. One

advantage of layaway is that you don’t pay interest.

One disadvantage is that it may be months before

you actually get the item. This might be fine if

you’re buying a dress for your cousin’s wedding

that is eight months away. This isn’t so fine if your

mattress is so shot that you wake up with a back-

ache every morning.

Layaway purchases are not reported to credit

bureaus. If you purchase an item on layaway and

make all the payments on time, however, the store

may be willing to issue you a store credit card or

store credit privileges.

F. Obtain a Bank Loan

One way to repair your credit is to take some

money you’ve saved and open a savings account.

You ask the bank to give you a loan against the

money in your account. In exchange, you have no

access to your money—you give your passbook to

the bank and the bank won’t give you an ATM card

for the account—so there’s no risk to the bank if

you fail to make the payments. If the bank doesn’t

offer these types of loans, apply for a personal loan

and offer either a cosigner or to secure it against

some collateral you own.

No matter what kind of loan you get, be sure

you know the following:

• Does the bank report these loan payments
to credit bureaus? This is key; the whole

reason you take out the loan is to repair your

credit. If a bank doesn’t report your payments

to a credit bureau, there’s no reason to take

out a loan.

• What is the minimum deposit amount
required for loans? Some banks won’t give

you a loan unless you have $3,000 in an ac-

count; others will lend you money on $50.

Find a bank that fits your budget.
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• What is the interest rate? The interest rate

on the loan is usually much higher than what

people with good credit pay. You will prob-

ably pay between 8% and 12% interest on the

loan. Yes, this means you’ll lose a little money

on the transaction, but it can be worth it if

you’re determined to repair your credit.

• What is the maximum amount you can
borrow? On passbook loans, banks won’t

lend you 100% of what’s in your account;

most will lend you between 80% and 90%.

• What is the repayment schedule? Banks

usually give you one to three years to repay

the loan. Some banks have no minimum

monthly repayment amount on passbook

loans; you could pay nothing for nearly the

entire loan period and then pay the entire

balance in the last month. Although you can

pay the loan back in only one or two pay-

ments, don’t. Pay it off over at least 12 months

so that monthly installment payments appear

in your credit file.

G. Avoid Credit Repair Clinics

You’ve probably seen ads for companies that claim

they can fix your credit, qualify you for a loan or

get you a credit card. Their pitches are tempting,

especially if your credit is bad and you desperately

want to buy a new car or house.

Avoid these outfits. Many of their practices are

fraudulent, deceptive and even illegal. Some have

been caught stealing the credit files or Social Secu-

rity numbers of people who are under 18, have

died or live in out-of-the-way places like Guam or

the U.S. Virgin Islands, and substituting these for

the files of people with poor credit histories.

Other credit clinics break into credit bureau com-

puters and change or erase bad credit files. Still oth-

ers suggest that you create a new identity by

applying for an IRS Employer Identification number

(EIN), a nine-digit number that resembles a Social

Security number, and use it instead of your Social

Security number. Not only is this illegal, but by using

an EIN, you won’t earn Social Security benefits.

These illegal methods are just the tip of the ice-

berg. Credit repair clinics devise new schemes as

often as consumer protection agencies catch onto

their previous ones.

Even assuming that a credit repair company is

legitimate, don’t listen to its come-ons. These

companies can’t do anything for you that you can’t

do yourself. What they will do, however, is charge

you between $250 and $5,000 for their unnecessary

services. Here’s what credit repair clinics claim to

be able to do for you:

Remove incorrect information from your
credit file. You can do that yourself under the Fair

Credit Reporting Act. See Chapter 4.

Remove correct, but negative, information
from your credit file. Negative items in your credit

file can legally stay there for seven or ten years, as

long as they are correct. No one can wave a wand

and make them go away. One tactic of credit repair

services is to try to take advantage of the law

requiring credit bureaus to verify information if the

customer disputes it. Credit repair clinics do this by

challenging every item in a credit file—negative,

positive or neutral—with the hope of overwhelming

the credit bureau into removing information without

verifying it. Credit bureaus are aware of this tactic

and often dismiss these challenges on the ground

that they are frivolous, a right credit bureaus have

under the Fair Credit Reporting Act. You are better

off getting your file and selectively challenging the

outdated, incorrect and ambiguous items.

Even if the credit bureau removes information

that a credit bureau had the right to include in your

file, it’s no doubt only a temporary removal. Most

correct information reappears after 30–60 days,

when the creditor that first reported the information

to the credit bureaus re-reports it.

Get outstanding debt balances and court
judgments removed from your credit file. Credit

repair clinics often advise debtors to pay outstand-

ing debts if the creditor agrees to remove the nega-

tive information from your credit file. This is cer-

tainly a negotiation tactic you want to consider (see

Chapter 3, Section C), but you don’t need to pay a

credit repair clinic for this advice.

Get a major credit card. Credit repair clinics

can give you a list of banks that offer secured credit
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cards. While this information is helpful in rebuilding

credit, it’s not worth hundreds or thousands of dol-

lars—you can get a list yourself for little or nothing.

(See Section C.4, above.)

The federal Credit Repair Organizations Act (15

U.S.C. §§1679–1679j) regulates for-profit credit repair

clinics (the text is included in Appendix 2). Some

dubious credit repair clinics have tried to get

around these regulations by setting themselves up

as nonprofits, but they still take your money and

provide poor results—or do nothing for you that

you couldn’t do for yourself.

Under the federal law, a credit repair clinic must:

• inform you of your rights under the Fair

Credit Reporting Act

• accurately represent what it can and cannot do

• not collect any money until all promised ser-

vices are performed

• provide a written contract, and

State Laws Providing Additional Protections Concerning Credit Repair Clinics

• let you cancel the contract within three days

of signing.

Any lawsuit you bring against a credit repair

clinic for violation of this law must be filed within

five years of the violation. A court may award actual

damages, punitive damages (meant to punish) and

attorneys’ fees.

A few states provide additional protections to

consumers who use credit repair clinics. For ex-

ample, some states give you more than three days to

cancel the credit repair contract, require the credit

repair clinic to perform the promised services within

a specific amount of time and require that the credit

repair clinic inform you about available nonprofit

credit counseling services. The chart below lists the

states that provide these additional protections.

The chart below lists the states that provide these

additional protections and the code section where

you can find the text of these provisions. To find

your state law, visit your public library or local law

State Code Section

Arizona Ariz. Rev. Stat. Ann. §§ 44-1701 to 1712

California Cal. Civ. Code §§ 1789.1 to .26

Colorado Colo. Rev. Stat.  § 12-14.5-101 to 113

Connecticut Conn. Gen. Stat. § 36a-700

Delaware Del. Code Ann. tit. 6,  §§ 2401 to 2414

D.C. D.C. Stat. §§ 28-4601 to 4608

Florida Fla. Stat. Ann. §§ 817.701 to 706

Georgia Ga. Code Ann. § 16-9-59

Hawaii Haw. Rev. Stat. § 481B-12

Idaho Idaho Code §§ 26-2221 to 2251

Illinois 815 Ill. Comp. Stat. Ann. § 605

Indiana Ind. Code Ann. § 24-5-15-1 to 11

Kansas Kan. Stat. Ann. §§ 50-1101 to 1115

Louisiana La. Rev. Stat. Ann. §§ 9:3573.1 to .16

Maine Me. Rev. Stat. Ann. Tit. 9-A, §§ 10-101 to
401

Maryland Md. Code Ann. Com. Law §§ 14-1901
to 1916

Massachusetts Mass. Gen. Laws Ann. Ch. 93, §§ 68A to E

State Code Section

Michigan Mich. Comp. Laws §§ 445.1821 to 1826

Minnesota Minn. Stat. Ann. § 332.52 to .60

Missouri Mo. Ann. Stat. § 407.635 to .644

Nebraska Neb. Rev. Stat. §§ 45-801 to 815

Nevada Nev. Rev. Stat. § 598.281 to .289

New Hampshire N.H. Rev. Stat. Ann. § 359-D:1 to 11

New York N.Y. Gen. Bus. Law §§ 458-a to k

North Carolina N.C. Gen. Stat. §§ 66-220 to 226

Ohio Ohio Rev. Code Ann. §§ 4712.01 to .99

Oklahoma Okla. Stat. tit. 24, § 131 to 147

Oregon Or. Rev. Stat. Ann. §§ 646.380 to 396

Pennsylvania Pa. Stat. Am. tit. 73, §§ 2181 to 2192

Tennessee Tenn. Code Ann. §§ 47-18-1001 to 1011

Texas Tex. Fin. Code Ann. § 303.001 to 505

Utah Utah Code Ann. § 13-21-1 to 9

Virginia Va. Code Ann. §§ 59.1-335.1 to 335.12

Washington Wash. Rev. Code § 19.134.010 to 900

West Virginia W. Va. Code Ann. §§ 46A-6C-1 to 12

Wisconsin Wis. Stat. §§ 422.501 to 506
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library. Or, visit Nolo’s website, at www.nolo.com

and click on the “State Law” tab of the Legal Re-

search Center.

If you’re still tempted to use a credit repair

organization (whether or not it claims to be a non-

profit), do the following:

• Ask whether or not the company is bonded.

A company that is bonded has posted money

in the event it goes out of business or goes

bankrupt and dissatisfied consumers seek a

refund. A legitimate company should be will-

ing to give you the name of the company

through which it is bonded. Call the bonding

company for verification.

• Ask to see a copy of the contract before you

sign. Carefully check the company’s fees,

claims of what it can do and your right to a

refund. Avoid any company that won’t give

you a written agreement or a right to cancel if

you change your mind.

• Call your local Better Business Bureau and

your state consumer affairs office (a list is in

Appendix 1) to see if either has complaints

on file for the company.

• Ask for the names and phone numbers of

satisfied customers. Be wary of any satisfied

customers you speak to whose claims sound

nearly verbatim like the claims of the

company. These people are probably pho-

nies—people who pose as satisfied custom-

ers, but who never used the company’s ser-

vice and are simply paid to say good things

about the company.

H. Avoid Becoming the Victim
of Credit Discrimination

When you’re trying to build good credit, the last

thing you need is to be denied credit for a reason

other than poor creditworthiness. Unfortunately,

some people are denied credit for reasons entirely

unrelated to their ability to pay, such as their race,

gender or age.

Fortunately, several powerful federal laws and

some state laws prohibit discrimination in credit

transactions. This section discusses the laws prohib-

iting credit discrimination and provides information

on what to do if you think a creditor has violated

one of these laws.

1. Laws Prohibiting Credit
Discrimination

Two federal laws, the Equal Credit Opportunity Act

(ECOA) and the Fair Housing Act (FHA), cover most

situations in the credit area.

The ECOA (15 U.S.C. §§ 1691 et seq.) is quite

broad in scope. It prohibits discrimination in any

part of a credit transaction, including:

• applications for credit

• credit evaluation

• restrictions in granting credit such as requir-

ing collateral or security deposits

• credit terms

• loan servicing

• treatment upon default, and

• collection procedures.

The ECOA requires a creditor to give you notice

when it denies your credit application or changes

the terms. In a denial of credit, it also must provide

you with a written explanation.

The ECOA prohibits a creditor from refusing to

grant credit because of your:

• race or color

• national origin

• sex

• marital status

• religion

• age, or

• public assistance status.

The federal Fair Housing Act (FHA) (42 U.S.C. §§

3601 et seq.) prohibits discrimination in residential

real estate transactions. It covers loans to purchase,

improve or maintain your house or loans in which

your home is used as collateral. The FHA also pro-

hibits discrimination in the rental housing market.

Like the ECOA, the FHA prohibits discrimination
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based on race, color, religion, national origin and

sex. In addition, the FHA prohibits discrimination

based on:

• familial status, and

• disability.

In addition to the ECOA and FHA, other federal

laws are useful as well. For example, the Commu-

nity Reinvestment Act (12 U.S.C. § 2901 et seq.) can

be used to combat discrimination by banks and

lenders. And often, state antidiscrimination laws

provide even more protection than do federal laws.

Below, we discuss in detail some of the important

categories in which credit discrimination is prohib-

ited.

a. Race Discrimination

In general, lenders are prohibited from asking a

person’s race on a credit application or ascertaining

it from any means other than the personal observa-

tion of a loan officer (such as a credit file). There is

one important exception to this law.  A mortgage

lender must request a person’s race for the sole pur-

pose of monitoring home mortgage applications. A

proposal by the Federal Reserve Board would allow

other creditors to ask for this information. This is

not yet final law.

Unfortunately, prohibiting race discrimination

doesn’t mean it has disappeared.  In fact, lenders

are accused of getting around race discrimination

prohibitions by redlining—that is, denying credit to

residents of predominantly nonwhite neighbor-

hoods. More recently, consumer advocates have

charged lenders with reverse redlining, which in-

volves aggressively marketing their highest priced

loan products to communities of color.

b. National Origin Discrimination

Discrimination based on national origin is prohib-

ited under the ECOA, the FHA and most state credit

discrimination laws. The exact definition of “na-

tional origin” is often unclear, but it generally refers

to an individual’s ancestry. A creditor might be dis-

criminating based on national origin if he treats

people with Latino or Asian surnames differently

than people with European names. This category

has also been interpreted to include discrimination

against non-English speakers. However, it does not

necessarily include non-citizens. A creditor is al-

lowed to consider an applicant’s residency status in

the United States in certain circumstances.

c. Sex Discrimination

The ECOA, FHA and many state laws prohibit credit

discrimination based on sex. This category often

overlaps with the “marital status” category.

Specific examples of prohibited sex discrimina-

tion include:

• Rating female-specific jobs (such as waitress)

lower than male-specific jobs (such as waiter)

for purpose of obtaining credit

• Denying credit because an applicant’s income

comes from sources historically associated

with women—for example, part-time jobs,

alimony or child support

• Requiring married women who apply for

credit alone to provide information about

their husbands while not requiring married

men to provide information about their wives,

and

• Denying credit to a pregnant woman who an-

ticipates taking a maternity leave.

However, a creditor is allowed to ask your sex

when you apply for a real estate loan. The federal

government collects this information for statistical

purposes. A proposal by the Federal Reserve Board

would allow other creditors to ask for this informa-

tion as well, although provision of the information

would be optional. This proposal is not yet final law.
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d. Marital Status Discrimination

The ECOA and many state laws prohibit discrimina-

tion based on marital status. The FHA has a similar

provision which prohibits discrimination based on

familial status.

These laws require that a married person be al-

lowed to apply for credit in her name only. A credi-

tor cannot require an applicant’s spouse to cosign

when the applicant requests an individual account

as long as no jointly held or community property is

involved and the applicant can meet the creditor’s

standards on her own.

Creditors can only ask about your spouse or

former spouse when you apply for your own credit

if:

• Your spouse will be permitted to use the ac-

count

• Your spouse will be liable on the account

• You are relying on your spouse’s income to

repay the credit

• You live in a community property state (Ari-

zona, California, Idaho, Louisiana, Nevada,

New Mexico, Texas, Washington or Wiscon-

sin) or you are relying on property located in

a community property state to establish your

credit worthiness, or

• You are relying on alimony, child support or

other maintenance payments from a spouse

to repay the creditor. (You are not required to

reveal this income if you don’t want the

creditor to consider it in evaluating your ap-

plication.)

e. Sexual Orientation Discrimination

No federal law specifically prohibits credit discrimi-

nation based on sexual orientation. However, a few

states prohibit this type of discrimination.

f. Age Discrimination

The ECOA and many state laws prohibit credit dis-

crimination based on age. This is mostly meant to

protect the elderly (defined in the ECOA as people

aged 62 or over). Creditors are allowed to consider

age in order to give more favorable treatment to an

older person (for example, considering an older

person’s long payment history that a younger person

hasn’t had time to build yet). However, age cannot

be used to an older person’s detriment. For ex-

ample, a creditor cannot automatically refuse to con-

sider income often associated with the elderly such

as part-time employment or retirement benefits.

g. Other Discrimination Prohibited by
State Law

A few states have enacted laws barring credit dis-

crimination on grounds other than those covered by

the federal laws. Check with your state consumer

protection office or do some research on your own

to see if there are additional grounds in your state.

Legal Research Help. For tips on doing

your own legal research, see Legal Research:

How to Find & Understand the Law, by Stephen

Elias and Susan Levinkind (Nolo).

h. Postbankruptcy Discrimination

If you’re considering filing for bankruptcy or you’ve

been through bankruptcy, you may be worried that

you’ll suffer discrimination.
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i. Bankruptcy and Government
Discrimination

All federal, state and local governmental entities are

prohibited from denying, revoking, suspending or

refusing to renew a license, permit, charter, fran-

chise or other similar grant solely because you filed

for bankruptcy. (11 U.S.C. § 525(a).) Judges inter-

preting this law have ruled that the government

cannot:

• deny you a job or fire you

• deny or terminate your public benefits

• deny or refuse to renew your state liquor

license

• exclude you from participating in a student

loan program

• withhold your college transcript

• deny you a driver’s license, or

• deny you a contract, such as a contract for a

construction project.

In general, courts have ruled that the intent of

the statute is to prohibit a government entity from

standing in your way of pursuing a livelihood in-

volving a license, permit, charter or franchise, but

that it does not mean that a government agency

must extend you credit, such as a government-

backed home loan. (See, for example, Watts v.

Pennsylvania Housing Finance Co., 876 F.2d 1090

(3rd Cir. 1989), In re Goldrich, 771 F.2d 28 (2nd Cir.

1985) and Toth v. Michigan State Housing Develop-

ment Authority, 136 F.3d 477 (6th Cir. 1998).)

In addition, once any government-related debt

has been canceled in bankruptcy, all acts against

you that arise out of that debt also must end. For

example, if a state university has withheld your

transcript because you haven’t paid back your

student loan, once the loan is discharged, you must

be given your transcript.

Keep in mind that only government denials

based on your bankruptcy are prohibited. You may

be denied a loan, job or apartment for reasons un-

related to the bankruptcy (for example, you earn

too much to qualify for public housing), or for rea-

sons related to your future credit worthiness (for

instance, the government concludes you won’t be

able to repay a student loan).

j. Bankruptcy and Discrimination in
the Private Sector

Private employers may not fire you or otherwise

discriminate against you solely because you filed for

bankruptcy. (11 U.S.C. § 525(b).) It is unclear

whether or not the act prohibits employers from not

hiring you because you went through bankruptcy.

Unfortunately, however, other forms of discrimi-

nation in the private sector aren’t necessarily illegal.

If you seek to rent an apartment and the landlord

does a credit check and refuses to rent to you be-

cause you filed for bankruptcy, there’s not much

you can do other than try to show that you’ll pay

your rent and be a responsible tenant. If a bank re-

fuses to give you a loan because it perceives you as

a poor credit risk, you may have little recourse.

2. What to Do If a Creditor
Discriminates Against You

If you think that a creditor has discriminated against

you on a prohibited basis, you should complain to

the Federal Trade Commission (www.ftc.gov) and

the federal agency that regulates the particular

creditor. If the discrimination is related to housing,

contact the Department of Housing and Urban De-

velopment (www.hud.gov). You may also want to

contact an attorney for help.

You can learn more from these websites:

• www.innercitypress.org

• www.aclu.org (American Civil Liberties

Union)

• www.communitychange.org (Nonprofit Cen-

ter for Community Change), and

• www.usdoj.gov (U.S. Department of Justice).

 �
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B elow are organizations, agencies and

publications that can provide valuable

help in your efforts to repair your credit.

A. Credit and Debt Counseling
Agencies

Credit and debt counseling agencies are organiza-

tions funded primarily by major creditors, such as

department stores, credit card companies and

banks, who can work with you to help you repay

your debts and improve your financial picture.

Many are nonprofit companies, but some are not.

To use a credit or debt counseling agency to

help you pay your debts, you must have some dis-

posable income. A counselor contacts your creditors

to let them know that you’ve sought assistance and

need more time to pay. Based on your income and

debts, the counselor, with your creditors, decides

on how much you pay. You then make one pay-

ment each month to the counseling agency, which

in turn pays your creditors. The agency asks the

creditors to return a small percentage of the money

to fund its work. This arrangement is generally re-

ferred to as a debt management program.

Some creditors will make overtures to help you

when you’re on a debt management program. But

few creditors will make interest concessions, such

as waiving a portion of the accumulated interest to

help you repay the principal. More likely, you’ll get

late fees dropped and the opportunity to reinstate

your credit if you successfully complete a debt man-

agement program.

Participating in a credit or debt counseling

agency’s debt management program is a little bit

like filing for Chapter 13 bankruptcy. (See Chapter

1, Section C.5.) Working with a credit or debt coun-

seling agency has one advantage: no bankruptcy

will appear on your credit record.

But a debt management program also has two

disadvantages when compared to Chapter 13 bank-

ruptcy. First, if you miss a payment, Chapter 13 pro-

tects you from creditors who would otherwise start

collection actions. A debt management program has

no such protection and any one creditor can pull

the plug on your plan. Also, a debt management

program plan usually requires that your debts be

paid in full. In Chapter 13 bankruptcy, you’re re-

quired to pay the value of your nonexempt prop-

erty, which can mean that you pay only a small

fraction of your unsecured debts.

The combination of high consumer debt and

easy access to information (the Internet) has led to

an explosion in the number of credit and debt

counseling agencies ready to offer you help. Some

provide limited services, such as budgeting and

debt repayment, while others offer a range of ser-

vices, from debt counseling to financial planning.

When choosing a credit and debt counseling

agency, look for a company that is truly a nonprofit.

Many for-profit outfits use names that sound like a

nonprofit, such as “foundation,” to confuse you.

And your inquiry shouldn’t stop there. Many of the

unscrupulous credit and debt counseling companies

have nonprofit status. These companies often try to

get you to pay “voluntary contributions” up front or

pay other fees. At a minimum, always ask about

fees before agreeing to give your business to a par-

ticular counselor. And review the “Questions to Ask

a Credit or Debt Counseling Agency,” below.

Some experts caution against using even the le-

gitimate nonprofit credit and debt counseling agen-

cies companies. Critics of these companies point

out that they get most of their funding from credi-

tors. (Some offices also receive grants from private

agencies such as the United Way and federal agen-

cies including the Department of Housing and Ur-

ban Development.) Therefore, say critics, counse-

lors cannot be objective in counseling debtors to

file for bankruptcy if they know the office won’t re-

ceive any funds.

In response to this and other consumer con-

cerns, credit and debt counseling agencies accred-

ited by the National Foundation for Consumer

Credit (the majority of agencies are) reached an

agreement with the Federal Trade Commission to

disclose the following to consumers:
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Questions to Ask a Credit or Debt Counseling Agency

Myvesta.org (formerly Debt Counselors of

America) suggests that you ask the following ques-

tions before using any counseling agency.

1. Will you send me information on your

agency and programs? There is no reason you

should be required to provide account numbers

and balances or any information other than a

name and mailing address before an agency will

agree to send you information about itself. Some

agencies require account numbers and balances to

see if you have enough debt for them to be inter-

ested in helping you. If an agency won’t provide

you with information about its programs, consider

that a warning sign.

2. Do you pay referral fees? No agency

should pay referral fees to outside parties or pay

agents to enroll consumers into a debt manage-

ment program. This may be a warning signal that

the agency is simply interested in placing as many

consumers as possible into a repayment program,

rather than providing educational assistance.

3. What should I do if I cannot afford the

minimum payment? A good agency will not

quickly dismiss you or tell you to file bankruptcy

simply because you cannot meet the minimum

debt management program payment. Ask about

hardship programs.

4. What kind of training do you have that

makes you qualified to assist me? A home study

course or a few hours of class are not sufficient

training. A good counseling agency provides its

counselors with regular training from lawyers, Cer-

tified Financial Planners and other experts.

5. What kind of security measures do you

take to protect my information? It is important

that the agency you select has sufficient security in

place to protect your confidential information.

6. Can I get up-to-date, regular reports of

the status of my accounts? If access is by tele-

phone only, will a knowledgeable person be avail-

able when you call to give you the information

you need?

7. Will you answer my general questions,

even if I am not in your repayment pro-

gram? Ask any agency you are considering for

advice if it can assist you with information even

if you are not going to enroll in its debt manage-

ment program.

8. What kinds of educational programs

and services do you provide? Educational

seminars are great but you might need some

hard and fast answers about your situation with-

out having to wait for the next seminar.

9. Is there a minimum amount of debt I

have to have in order to work with you? The

answer should always be “no.” If an agency is

there to help, it should not turn you away be-

cause you do not have enough debt.

10. Will you help me with all my debts?

Some agencies offer little assistance for secured

debts like car payments or mortgages, or govern-

ment debts like taxes and student loans. Make

sure you’ll receive full service.

11. Is there a mandatory up-front fee?

Some agencies charge a mandatory up-front fee

for their debt management program—as much as

$250 or more. These fees may be so high that

they prevent you from getting assistance.

12. Will you sell my name or address to

outside parties? Be sure you know the agency’s

privacy policy. Ask before your name and ad-

dress appears on a mailing list sold to outside

organizations.

13. How often do you pay creditors? Al-

though your creditors will be paid only once a

month, make sure the agency sends payments

out at least weekly. Your payment should not sit

at the agency for a month waiting for the next

payment cycle.
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Team to assist consumers who are turned away by

other credit or debt counseling agencies or who

have very complex problems. Myvesta.org is also

the first credit or debt counseling agency that is a

registered investment advisor. Each week,

Myvesta.org broadcasts a live call-in radio show

over its Internet site, where you can also find nu-

merous publications on a range of money issues.

Myvesta.org has only one office. That’s because

Myvesta.org offers its services via phone, fax, e-mail

and the Internet. You can contact Myvesta.org at

P.O. Box 8587, Gaithersburg, MD 20898-8587, 301-

762-5270 (voice), info@myvesta.org (email) or

www.myvesta.org (Internet).

3. Other Credit and Debt
Counseling Agencies

Surf the Internet and you’ll find many other credit

and debt counseling agencies offering a variety of

services. Be sure to ask questions about their ser-

vices before signing up.

B. Debtors Anonymous

Debtors Anonymous is a 12-step support program

which uses many of the guidelines of Alcoholics

Anonymous. Debtors Anonymous groups meet all

over the country. If you can’t find one in your area,

send a self-addressed, stamped envelope to Debtors

Anonymous, General Services Board, P.O. Box

920888, Needham, MA 02492-0009. Or call their of-

fice and speak to a volunteer or leave your name

and address and a request for information. Their

number is 781-453-2743. You can also visit their

website at www.debtorsanonymous.org.

• that creditors fund a large portion of the cost

of their operations

• that the credit agency must balance the ability

of the debtor to make payments with the re-

quirements of the creditors that fund the of-

fice, and

• a reliable estimate of how long it will take a

debtor to repay his or her debts under a debt

management program.

1. Consumer Credit Counseling
Service

Consumer Credit Counseling Service (CCCS) is the

oldest credit or debt counseling agency in the coun-

try. Actually, CCCS isn’t one agency. CCCS is the

primary operating name of many credit and debt

counseling agencies affiliated with the National

Foundation for Consumer Credit (NFCC).

CCCS may charge you a small monthly fee (an

average of about $9) for setting up a repayment

plan. CCCS also helps people make monthly bud-

gets, and sometimes charges a one-time fee of

about $20. If you can’t afford the fee, CCCS will

waive it. In most CCCS offices, the primary service

offered is a debt management program. A few of-

fices have additional services, such as helping you

save money toward buying a house or reviewing

your credit report.

CCCS has more than 1,100 offices, located in ev-

ery state. Look in the phone book to find the one

nearest you or contact the main office at 801 Roeder

Road, Suite 900, Silver Spring, MD 20910, 800-388-

2227 (voice) or at www.nfcc.org.

2. Myvesta.org

Myvesta.org (formerly called Debt Counselors of

America) offers budgeting and debt management

programs, like other debt and credit counseling

agencies. But unlike most other agencies,

Myvesta.org has a financial planning department

with Certified Financial Planners and a Crisis Relief
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C. Nolo Publications

Several Nolo publications can provide you with in-

formation to supplement what is in this book.

Money Troubles: Legal Strategies to Cope With

Your Debts, by Robin Leonard and Deanne Loonin,

provides extensive information on prioritizing your

debts, negotiating with creditors and deciding

whether or not bankruptcy is for you.

How to File for Chapter 7 Bankruptcy, by

Stephen Elias, Albin Renauer, Robin Leonard, and

Kathleen Michon, is a detailed, thorough how-to

guide for filing for Chapter 7 bankruptcy. Recom-

mended for readers who are certain they want to

file for Chapter 7.

Chapter 13 Bankruptcy: Repay Your Debts, by

Robin Leonard, explains Chapter 13 bankruptcy and

includes the forms and instructions necessary to file

a Chapter 13 bankruptcy case.

Bankruptcy: Is It the Right Solution to Your Debt

Problems, by Robin Leonard, answers the most

common—and not so common—questions about

Chapter 7 bankruptcy and Chapter 13 bankruptcy,

to help you decide if bankruptcy is right for you.

Take Control of Your Student Loan Debt, by

Robin Leonard and Deanne Loonin, contains exten-

sive information on student loans, including under-

standing payment options, applying for a deferment

or cancelation, getting out of default and determin-

ing if you can eliminate the loans in bankruptcy.

Stand Up to the IRS, by Frederick W. Daily, guides

taxpayers through the ins and outs of an audit, self-

representation in tax court, challenging tax bills and

setting up repayment plans for tax bills they do owe.

Named one of top three personal finance books by

Money Magazine.

Everybody’s Guide to Small Claims Court, by

Ralph Warner, is an indispensable guide for anyone

wanting to sue a credit bureau or collection agency

in small claims court, or to defend against a small

claims court action filed by a collector.

Divorce and Money: How to Make the Best

Financial Decisions During Divorce, by Violet

Woodhouse, is a thorough workbook for people

making financial decisions while ending their

marriage. Divorce is a time when you are at risk of

damaging your credit. This book gives tips on

dividing the assets and allocating the debts while

protecting your precious credit rating.

D. Other Publishers

A number of publications from non-Nolo publishers

have a wealth of information beyond what is in this

book.

The Ultimate Credit Handbook, by Gerri Detweiler

(Plume Books), covers everything you’d want to

know about credit ratings, credit cards, completing

credit applications, protecting your credit privacy

and many other topics.

Surviving Debt: A Guide for Consumers, by Na-

tional Consumer Law Center. NCLC is a nonprofit

organization that normally publishes books to assist

lawyers. NCLC uses its years of experience in coun-

seling low-income debtors across the country to of-

fer tips on all kinds of debts and income sources,

including government benefits, defenses to collec-

tion lawsuits and strategies when your house is in

foreclosure. Order from NCLC, 77 Summer Street,

10th Floor, Boston, MA 02110, 617-542-9595 or

consumerlaw@nclc.org (email).

What Every Credit Card User Needs to Know, by

Howard Strong (Owl Books), includes almost every-

thing you need to know about selecting and using

credit cards. It also contains many useful sample

letters.
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E. Online Resources

If you have access to the Internet, there is a good

deal of information you can find using your com-

puter. But you can’t do it all—not every court deci-

sion or state statute is available online. Furthermore,

unless you know what you are looking for—the

case name and citation or the code section—you

may have difficulty finding it.

Still, there are a number of useful sites:

• Nolo.com’s Legal Research Center
[www.nolo.com].
This center has links to each state’s online

legal information, including state statutes, as

well as links to federal statues and United

States Supreme Court cases.

Specific debt, credit, finance, consumer protec-

tion and bankruptcy information is available at a

few sites, including the following:

• www.nolo.com
Nolo’s online site includes a vast amount of

legal information for consumers. This includes

sets of FAQs (frequently asked questions),

Ask Auntie Nolo legal questions on a wide

variety of legal topics and articles on legal

issues.

• www.myvesta.org
Myvesta.org, a nonprofit online resource

dedicated to helping people get out of debt,

maintains a website designed to help you

deal with your financial problems. Their ad-

vice covers budgeting, financial recovery,

debt management and debt payoff. The site is

updated daily, is free, lists software, publica-

tions and information, contains special pro-

grams to help you get out of debt, and has a

debt forum where you can post your specific

questions for myvesta.org’s counselors to an-

swer. More information on myvesta.org is in

Section A, above.

• http://ftc.gov
The Federal Trade Commission’s website pro-

vides free publications on many consumer

topics, including credit repair. It also provides

links to the full text of numerous consumer

protection laws (click on “Rules & Acts” in

any of the consumer topics).

• www.pueblo.gsa.gov
The Consumer Information Center provides

the latest in consumer news as well as many

publications of interest to consumers, includ-

ing the Consumer Information Catalog.

• www.fdic.gov
www.federalreserve.gov
The Federal Deposit Insurance Corporation

and Federal Reserve Board websites have

consumer information and resources for un-

derstanding and researching banks and finan-

cial institutions.

• www.irs.gov
The Internal Revenue Service provides tax

information, forms and publications.

• www.fraud.org
The National Fraud Information Center’s

website provides lots of information on how

to protect yourself from telemarketing and

Internet scams and how to report fraud.

F. State Consumer Protection
Agencies

The state agencies listed below enforce consumer

protection laws and provide consumer protection

information. Many of these agencies regulate credit

bureaus, accept complaints about credit bureaus in

their state and provide free information about your

rights as they relate to collection bureaus.

If your state can’t or won’t help you, contact the

Federal Trade Commission. (See Chapter 4, Section

D, for addresses and telephone numbers of the FTC

regional offices.)
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State Consumer Protection Agencies

Alabama
Consumer Affairs Division
Office of Attorney General
Alabama State House
11 South Union Street, Third Floor
Montgomery, AL 36130
334-242-7335
800-392-5658
www.ago.state.al.us

Alaska
Consumer Protection Unit
Fair Business Practices Section
Attorney General’s Office
1031 West 4th Ave., Suite 200
Anchorage AK 99501
907-269-5100
www.law.state.ak.us/consumer

Arizona
Consumer Information and Com-

plaints
Office of Attorney General
1275 West Washington Street
Phoenix, AZ 85007-2026
602-542-5763
800-352-8431
602-542-5002 (TTY)
www.ag.state.az.us

Arkansas
Consumer Protection Division
Office of the Attorney General
323 Center Street, Suite 200
Little Rock, AR 72201
501-682-2341
800-482-8982
501-682-6073 (TTY)
www.ag.state.ar.us/consumer/

home.htm

California
Public Inquiry Unit
Office of the Attorney General
Department of Justice
P.O. Box 944255
Sacramento, CA 94244-2550
916 322-3360
800 952-5225
http://caag.state.ca.us/consumers/

index.htm

Colorado
Consumer Protection Section
Office of Attorney General
1525 Sherman Street, Seventh Floor
Denver, CO 80203
303-866-5189
800-222-4444
www.state.colorado.gov

Connecticut
Consumer Credit Division
Department of Banking
260 Constitution Plaza
Hartford, CT 06103-1800
860-240-8200
800-831-7225
www.state.ct.us/dob/pages/

ccdiv.htm

Delaware
Consumer Protection Unit
Office of the Attorney General
820 North French Street, Fourth Fl.
Wilmington, DE 19801
302-577-8600
800-220-5424
www.state.de.us/attgen/

consumer.htm

District of Columbia
Department of Consumer and

Regulatory Affairs
941 North Capitol Street, N.E.
Washington, DC 20002
202-442-4400
www.dcra.dc.gov

Florida
Division of Consumer Services
Department of Agriculture and

Consumer Services
407 South Calhoun St., Mayo Building
Tallahassee, FL 32399-0800
850-488-2221
800-435-7352
http://doacs.state.fl.us/consumer

Georgia
Governor’s Office of Consumer

Affairs
2 Martin Luther King, Jr. Drive, Suite

356
Atlanta, GA 30334
404-651-8600
800-869-1123
www2.state.ga.us/gaoca

Hawaii
Office of Consumer Protection
235 S. Beretonia St., Suite 801
Leiopapa A Kamehameha Building
Honolulu, HI 96813
808-587-3222
www.state.hi.us/dcca/ocp

Idaho
Consumer Protection Unit
Office of Attorney General
P.O. Box 83720
Boise, ID 83720-0010
208-334-2424
800-432-3545
www.state.id.us/ag
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State Consumer Protection Agencies (cont’d)

Illinois
Consumer Protection Division
Office of Attorney General
100 W. Randolph Street
Chicago, IL 60601
312-814-3000
800-386-5438
800-964-3013 (TTY)
www.ag.state.il.us/consumer/

consumer.htm

Indiana
Consumer Credit Division
Department of Financial Institutions
402 West Washington St., Room

W066
Indianapolis, IN 46204
317-232-3955
800-382-4880
www.dfi.state.in.us/conscredit

Iowa
Consumer Protection Division
Office of Attorney General
1305 E. Walnut Street
Des Moines, IA 50319
515-281-5926
www.state.ia.us/government/ag/

consumer.html

Kansas
Consumer Protection Division
Office of Attorney General
120 S.W. Tenth Street, 2nd Floor
Topeka, KS 66612=1597
785-296-3751
800-432-2310
785-291-3767 (TTY)
www.ink.org/public/ksag/
contents/consumer/main.htm

Kentucky
Consumer Protection Division
Office of Attorney General
1024 Capitol Center Drive
Frankfort, KY 40601
502-696-5389
888-423-8257
www.law.state.ky.us/cp

Louisiana
Consumer Protection Section
Office of Attorney General
P.O. Box 94005
Baton Rouge, LA 70804-9005
225-342-9638
800-351-4889
www.ag.state.la.us/consumer.shtml

Maine
Consumer Information and Mediation

Service
Public Protection Division
Office of the Attorney General
State House, Station No. 6
Augusta, ME 04333-0006
207-626-8849
207-626-8865 (TTY)
www.state.me.us./ag/consumer.htm

Maryland
Consumer Protection Division
Office of Attorney General
200 St. Paul Pl., 6th Floor
Baltimore, MD 21202-2022
410-576-6550
888-743-0023
www.oag.state.md.us/

consumer

Massachusetts
Office of Consumer Affairs and Busi-

ness Regulation
10 Park Plaza, Suite 5170
Boston, MA 02116
617-727-7780 (hotline)
617-727-7755
888-288-3757
www.state.ma.us/consumer

Michigan
Consumer Protection Division
Office of Attorney General
P.O. Box 30213
Lansing, MI 48909
517-373-1140
877-765-8388
www.ag.state.mi.us/cp

Minnesota
Consumer Connection
Office of Attorney General
1400 NCL Tower
445 Minnesota Street
St. Paul, MN 55101-2130
651-296-3353
800-657-3787
651-297-7206 (TTY)
800-366-4812 (TTY)
www.ag.state.mn.us/consumer

Mississippi
Consumer Protection Division
Office of Attorney General
P.O. Box 22947
Jackson, MS 39225-2947
601-359-4230
800-281-4418
www.ago.state.ms.us/divisions/

consumer/consumer-protection.html
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State Consumer Protection Agencies (cont’d)

Missouri
Consumer Protection Division
Office of Attorney General
P.O. Box 899
Jefferson City, MO 65102
573-751-3321
800-392-8222
www.ago.state.mo.us/fraud.htm

Montana
Legal and Consumer Affairs
Department of Commerce
1424 Ninth Ave.
P.O. Box 200501
Helena, MT 59690
406-444-3553
www.mtfinanceonline.com

Nebraska
Consumer Protection Division
Office of Attorney General
2115 State Capitol Building
P.O. Box 98920
Lincoln, NE 68509-8920
402-471-2682
800-727-6432
www.nol.org/home/ago

Nevada
Consumer Affairs Division
Department of Business and Industry
1850 E. Sahara Ave., Suite 101
Las Vegas, NV 89104
702-486-7355
www.fyiconsumer.org

New Hampshire
Consumer Protection and Antitrust

Bureau
Department of Justice
33 Capitol Street
Concord, NH 03301-6397
603-271-3641
www.state.nh.us/nhdoj/

consumer/cpb.html

New Jersey
Division of Consumer Affairs
Department of Law and Public Safety
124 Halsey Street
Newark, NJ 07102
973-504-6200
900-242-5846
973-504-6588 (TDD)
www.state.nj.us/lps/ca

New Mexico
Consumer Protection Division
Office of Attorney General
P.O. Drawer 1508
Santa Fe, NM 87504-1508
505-827-6060
800-678-1508
www.ago.state.nm.us/protection/

consumer_protection.html

New York
Consumer Protection Board
5 Empire State Plaza, Suite 2101
Albany, NY 12223-1556
518-474-1471
518-474-8583 (Complaint Unit)
800-697-1220
800-788-9898 (TTY)
www.consumer.state.ny.us

North Carolina
Consumer Protection Section
Department of Justice
P.O. Box 629
Raleigh, NC 27602-0629
919-716-6000
www.jus.state.nc.us/cpframe.htm

North Dakota
Consumer Protection Division
Office of Attorney General
600 East Boulevard
Bismarck, ND 58505-0040
701-328-3404
800-472-2600
www.ag.state.nd.us/ndag

Ohio
Consumer Protection Section
Office of Attorney General
State Office Tower
30 East Broad Street, 17th Floor
Columbus, OH 43215-3428
614-466-4320
800-282-0515
www.ag.state.oh.us/

consumer/consumer.htm

Oklahoma
Consumer Protection Unit
Office of Attorney General
4545 N. Lincoln Blvd., Suite 260
Oklahoma City, OK 73105-3498
405-521-2029
www.oag.state.ok.us
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State Consumer Protection Agencies (cont’d)

Oregon
Financial Fraud/Consumer Protection

Section
1162 Court Street, NE
Salem, OR 97310
503-378-4320
503-229-5576 (Portland toll-free)
877-877-9392
www.doj.state.or.us/FinFraud/

welcome3.htm

Pennsylvania
Bureau of Consumer Protection
Office of Attorney General
Strawberry Square, 14th Floor
Harrisburg, PA 17120
717-787-9707
800-441-2555
www.attorneygeneral.gov/ppd/bcp

Rhode Island
Consumer Protection Unit
Department of Attorney General
150 S. Main Street
Providence, RI 02903
401-274-4400
800-852-7776
401-453-0410 (TTY)
www.riag.state.ri.us/consumer

South Carolina
Department of Consumer Affairs
P.O. Box 5757
3600 Forest Drive
Columbia, SC 29250
803-734-4200
800-922-1594
www.state.sc.us/consumer

South Dakota
Division of Consumer Affairs
Office of Attorney General
500 East Capitol Ave.
Pierre, SD 57501-5070
605-773-4400
800-300-1986
www.state.sd.us/attorney/consumer

Tennessee
Division of Consumer Affairs
Department of Commerce and

Insurance
500 James Robertson Parkway,

Fifth Floor
Nashville, TN 37243-0600
615-741-4737
800-342-8385
www.state.tn.us/consumer

Texas
Consumer Protection Division
Office of Attorney General
P.O. Box 12548
Austin, TX 78711-2548
512-463-2185
800-621-0508
www.oag.state.tx.us/

consumer/consumer.htm

Utah
Division of Consumer Protection
Department of Commerce
160 E. 300 South
Box 146704
Salt Lake City, UT 84114-6704
801-530-6601
800-721-7233
www.commerceutah.gov/dcp/

index.html

Vermont
Consumer Assistance
Office of Attorney General
104 Morrill Hall-UVM
Burlington, VT 05405
802-656-3183
800-649-2424
www.state.vt.us/atg/consumer.htm

Virginia
Office of Consumer Affairs
Department of Agriculture and Con-

sumer Services
1100 Bank St.
Richmond, VA 23219
804-786-2042
800-552-9963
www.vdacs.state.va.us/consumers/

index.html

Washington
Consumer Resource Center
Office of Attorney General
P.O. Box 40118
Olympia, WA 98504-0118
360-733-6210
800-551-4636
800-276-9883 (TDD)
www.wa.gov/ago/consumer

West Virginia
Consumer Protection Division
Office of Attorney General
1900 Kanawha Blvd., Room 29E
Charleston, WV 25305-9924
304-558-8986
800-368-8808
www.state.wv.us/wvag
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Wisconsin
Bureau of Consumer Protection
Department of Agriculture, Trade

and Consumer Protection
2811 Agriculture Drive
P.O. Box 8911
Madison, WI 53708-8911
608-224-4949
800-422-7128
608-224-5058 (TTY)
http://datcp.state.wi.us/core/

consumerinfo

State Consumer Protection Agencies (cont’d)

Wyoming
Consumer Affairs Section
Office of Attorney General
Herschler Building, East
122 West 5th Street
Cheyenne, WY 82002

307-777-7874
800-438-5799
www.attorneygeneral.state.wy.us/

consumer.htm
�
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T his Appendix contains many of the rules

regulating credit bureaus. You’ll find the

federal government’s rules in the Fair Credit

Reporting Act (FCRA). In addition, most states have

enacted laws related to credit reporting and credit

bureaus. To get your state law, contact your state

consumer protection agency (listed in Appendix 1,

Section F). This appendix also includes the text of

the Federal Credit Repair Organizations Act—the

law that regulates credit repair clinics. A summary

of state laws that govern credit repair clinics is

found in Chapter 6, Section G.

The text of these statutes is current as of June,

2001. To check for future change in the law, see

Nolo’s legal research center (http://www.nolo.com)

and obtain a copy of the statute in question. Or visit

your local law library.

If a credit bureau violates the federal FCRA, you

can register a complaint with the Federal Trade

Commission (addresses and phone numbers are in

Chapter 4, Section D). You can also sue for negligent

or willful noncompliance with the federal FCRA

within two years of the bureau’s violation. You can

sue for actual damages, such as court costs, attorneys’

fees, lost wages, and if applicable, infliction of

emotional distress. In cases of truly outrageous

behavior, you can ask for punitive damages—

damages meant to punish for malicious or willful

conduct.

If a credit bureau violates a state law, you can

register a complaint with the appropriate state

agency (addresses and phone numbers are in

Appendix 1, Section F). You can probably also sue

for noncompliance with the state law. If you are

thinking about suing, however, you’ll need to find

the full state law and read it carefully. (Look for the

law at a local law library, a large public library or

on the Internet.)

These lawsuits can probably be filed in small

claims court without the help of an attorney. (See

Everybody’s Guide to Small Claims Court, by Ralph

Warner (Nolo) for definitive information on suing in

small claims court.) If you plan to ask for punitive

damages, you’ll probably need a lawyer’s help to

file in a regular court.

Text of the Federal Fair Credit Reporting Act

Short  Title

This title may be cited as the Fair Credit Reporting

Act.

15 U.S.C. § 1681. Congressional findings and
statement of purpose

(a) Accuracy and fairness of credit reporting. The

Congress makes the following findings:

(1) The banking system is dependent upon fair

and accurate credit reporting. Inaccurate

credit reports directly impair the efficiency of

the banking system, and unfair credit

reporting methods undermine the public

confidence which is essential to the contin-

ued functioning of the banking system.

(2) An elaborate mechanism has been devel-

oped for investigating and evaluating the

credit worthiness, credit standing, credit

capacity, character, and general reputation of

consumers.

(3) Consumer reporting agencies have assumed

a vital role in assembling and evaluating

consumer credit and other information on

consumers.

(4) There is a need to insure that consumer

reporting agencies exercise their grave

responsibilities with fairness, impartiality,

and a respect for the consumer’s right to

privacy.

(b) Reasonable procedures. It is the purpose of this

subchapter to require that consumer reporting

agencies adopt reasonable procedures for meet-

ing the needs of commerce for consumer credit,

personnel, insurance, and other information in a

manner which is fair and equitable to the

consumer, with regard to the confidentiality,

accuracy, relevancy, and proper utilization of

such information in accordance with the

requirements of this subchapter.
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15 U.S.C. § 1681a. Definitions; rules of con-
struction

(a) Definitions and rules of construction set forth in

this section are applicable for the purposes of

this subchapter.

(b) The term “person” means any individual, part-

nership, corporation, trust, estate, cooperative,

association, government or governmental subdi-

vision or agency, or other entity.

(c) The term “consumer” means an individual.

(d) Consumer report.

(1) In general. The term “consumer report”

means any written, oral, or other communi-

cation of any information by a consumer

reporting agency bearing on a consumer’s

credit worthiness, credit standing, credit

capacity, character, general reputation,

personal characteristics, or mode of living

which is used or expected to be used or

collected in whole or in part for the purpose

of serving as a factor in establishing the

consumer’s eligibility for:

(A) credit or insurance to be used primarily

for personal, family, or household

purposes;

(B) employment purposes; or

(C) any other purpose authorized under

section 1681b of this title.

(2) Exclusions. The term ‘consumer report’ does

not include:

(A) any:

(i) report containing information solely

as to transactions or experiences

between the consumer and the

person making the report;

(ii) communication of that information

among persons related by common

ownership or affiliated by corporate

control; or

(iii) communication of other information

among persons related by common

ownership or affiliated by corporate

control, if it is clearly and conspicu-

ously disclosed to the consumer that

the information may be communi-

cated among such persons and the

consumer is given the opportunity,

before the time that the information

is initially communicated, to direct

that such information not be com-

municated among such persons;

(B) any authorization or approval of a

specific extension of credit directly or

indirectly by the issuer of a credit card

or similar device;

(C) any report in which a person who has

been requested by a third party to make

a specific extension of credit directly or

indirectly to a consumer conveys his or

her decision with respect to such

request, if the third party advises the

consumer of the name and address of

the person to whom the request was

made, and such person makes the dis-

closures to the consumer required under

section 1681m; or

(D) a communication described in subsec-

tion (o) of this section.

(e) The term “investigative consumer report” means

a consumer report or portion thereof in which

information on a consumer’s character, general

reputation, personal characteristics, or mode of

living is obtained through personal interviews

with neighbors, friends, or associates of the

consumer reported on or with others with

whom he is acquainted or who may have

knowledge concerning any such items of infor-

mation. However, such information shall not

include specific factual information on a

consumer’s credit record obtained directly from

a creditor of the consumer or from a consumer

reporting agency when such information was

obtained directly from a creditor of the con-

sumer or from the consumer.

(f) The term “consumer reporting agency” means

any person which, for monetary fees, dues, or

on a cooperative nonprofit basis, regularly

engages in whole or in part in the practice of

assembling or evaluating consumer credit infor-
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mation or other information on consumers for

the purpose of furnishing consumer reports to

third parties, and which uses any means or

facility of interstate commerce for the purpose

of preparing or furnishing consumer reports.

(g) The term “file,” when used in connection with

information on any consumer, means all of the

information on that consumer recorded and

retained by a consumer reporting agency

regardless of how the information is stored.

(h) The term “employment purposes” when used in

connection with a consumer report means a

report used for the purpose of evaluating a con-

sumer for employment, promotion, reassignment

or retention as an employee.

(i) The term “medical information” means informa-

tion or records obtained, with the consent of the

individual to whom it relates, from licensed

physicians or medical practitioners, hospitals,

clinics, or other medical or medically related

facilities.

(j) Definitions relating to child support obligations.

(1) Overdue support. The term “overdue sup-

port” has the meaning given to such term in

Section 666(e) of Title 42.

(2) State or local child support enforcement

agency. The term “State or local child sup-

port enforcement agency” means a State or

local agency which administers a State or

local program for establishing and enforcing

child support obligations.

(k) Adverse action.

(1) Actions included. The term “adverse action”:

(A) has the same meaning as in section

1691(d)(6) of this title; and

(B) means:

(i) a denial or cancellation of, an in-

crease in any charge for, or a reduc-

tion or other adverse or unfavorable

change in the terms of coverage or

amount of, any insurance, existing

or applied for, in connection with

the underwriting of insurance;

(ii) a denial of employment or any other

decision for employment purposes

that adversely affects any current or

prospective employee;

(iii) a denial or cancellation of, an

increase in any charge for, or any

other adverse or unfavorable change

in the terms of, any license or

benefit described in section

1681b(a)(3)(D) of this title; and

(iv) an action taken or determination

that is:

(I) made in connection with an

application that was made by, or

a transaction that was initiated

by, any consumer, or in connec-

tion with a review of an account

under section 1681(a)(3)(F)(ii)

of this title; and

(II) adverse to the interests of the

consumer.

(2) Applicable findings, decisions, commentary,

and orders. For purposes of any determina-

tion of whether an action is an adverse ac-

tion under paragraph (1)(A), all appropriate

final findings, decisions, commentary, and

orders issued under section 1691(d)(6) of

this title by the Board of Governors of the

Federal Reserve System or any court shall

apply.

(l) Firm offer of credit or insurance. The term “firm

offer of credit or insurance” means any offer of

credit or insurance to a consumer that will be

honored if the consumer is determined, based

on information in a consumer report on the con-

sumer, to meet the specific criteria used to select

the consumer for the offer, except that the offer

may be further conditioned on one or more of

the following:

(1) The consumer being determined, based on

information in the consumer’s application for

the credit or insurance, to meet specific cri-

teria bearing on credit worthiness or

insurability, as applicable, that are estab-

lished:

(A) before selection of the consumer for the

offer; and
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(B) for the purpose of determining whether

to extend credit or insurance pursuant to

the offer.

(2) Verification:

(A) that the consumer continues to meet the

specific criteria used to select the con-

sumer for the offer, by using information

in a consumer report on the consumer,

information in the consumer’s applica-

tion for the credit or insurance, or other

information bearing on the credit worthi-

ness or insurability of the consumer; or

(B) of the information in the consumer’s

application for the credit or insurance, to

determine that the consumer meets the

specific criteria bearing on credit worthi-

ness or insurability.

(3) The consumer furnishing any collateral that

is a requirement for the extension of the

credit or insurance that was:

(A) established before selection of the con-

sumer for the offer of credit or insur-

ance; and

(B) disclosed to the consumer in the offer of

credit or insurance.

(m) Credit or insurance transaction that is not initi-

ated by the consumer. The term “credit or insur-

ance transaction that is not initiated by the con-

sumer” does not include the use of a consumer

report by a person with which the consumer has

an account or insurance policy, for purposes of:

(1) reviewing the account or insurance policy;

or

(2) collecting the account.

(n) State. The term “State” means any State, the

Commonwealth of Puerto Rico, the District of

Columbia, and any territory or possession of the

United States.

(o) Excluded communications. A communication is

described in this subsection if it is a communica-

tion:

(1) that, but for subsection (d)(2)(D), would be

an investigative consumer report;

(2) that is made to a prospective employer for

the purpose of:

(A) procuring an employee for the

employer; or

(B) procuring an opportunity for a natural

person to work for the employer;

(3) that is made by a person who regularly

performs such procurement;

(4) that is not used by any person for any

purpose other than a purpose described in

subparagraph (A) or (B) of paragraph (2);

and

(5) with respect to which:

(A) the consumer who is the subject of the

communication:

(i) consents orally or in writing to the

nature and scope of the communica-

tion, before the collection of any

information for the purpose of

making the communication;

(ii) consents orally or in writing to the

making of the communication to a

prospective employer, before the

making of the communication; and

(iii) in the case of consent under clause

(i) or (ii) given orally, is provided

written confirmation of that consent

by the person making the communi-

cation, not later than three business

days after the receipt of the consent

by that person;

(B) the person who makes the communica-

tion does not, for the purpose of making

the communication, make any inquiry

that if made by a prospective employer

of the consumer who is the subject of

the communication would violate any

applicable Federal or State equal em-

ployment opportunity law or regulation;

and

(C) the person who makes the communica-

tion:

(i) discloses in writing to the consumer

who is the subject of the communi-

cation, not later than five business

days after receiving any request
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from the consumer for such disclo-

sure, the nature and substance of all

information in the consumer’s file at

the time of the request, except that

the sources of any information that

is acquired solely for use in making

the communication and is actually

used for no other purpose, need not

be disclosed other than under

appropriate discovery procedures in

any court of competent jurisdiction

in which an action is brought; and

(ii) notifies the consumer who is the

subject of the communication, in

writing, of the consumer’s right to

request the information described in

clause (i).

(p) Consumer reporting agency that compiles and

maintains files on consumers on a nationwide

basis. The term “consumer reporting agency that

compiles and maintains files on consumers on a

nationwide basis” means a consumer reporting

agency that regularly engages in the practice of

assembling or evaluating, and maintaining, for

the purpose of furnishing consumer reports to

third parties bearing on a consumer’s credit

worthiness, credit standing, or credit capacity,

each of the following regarding consumers

residing nationwide:

(1) Public record information.

(2) Credit account information from persons

who furnish that information regularly and in

the ordinary course of business.

15 U.S.C. § 1681b. Permissible purposes of
consumer reports

(a) In general. Subject to subsection (c), any con-

sumer reporting agency may furnish a consumer

report under the following circumstances and no

other:

(1) In response to the order of a court having

jurisdiction to issue such an order, or a

subpoena issued in connection with

proceedings before a Federal grand jury.

(2) In accordance with the written instructions

of the consumer to whom it relates.

(3) To a person which it has reason to believe:

(A) intends to use the information in

connection with a credit transaction

involving the consumer on whom the

information is to be furnished and in-

volving the extension of credit to, or

review or collection of an account of,

the consumer; or

(B) intends to use the information for

employment purposes; or

(C) intends to use the information in

connection with the underwriting of

insurance involving the consumer; or

(D) intends to use the information in

connection with a determination of the

consumer’s eligibility for a license or

other benefit granted by a governmental

instrumentality required by law to con-

sider an applicant’s financial responsibil-

ity or status; or

(E) intends to use the information, as a

potential investor or servicer, or current

insurer, in connection with a valuation

of, or an assessment of the credit or pre-

payment risks associated with, an exist-

ing credit obligation; or

(F) otherwise has a legitimate business need

for the information:

(i) in connection with a business trans-

action that is initiated by the con-

sumer; or

(ii) to review an account to determine

whether the consumer continues to

meet the terms of the account.

(b) Conditions for furnishing and using consumer

reports for employment purposes.

(1) Certification from user. A consumer report-

ing agency may furnish a consumer report

for employment purposes only if:

(A) the person who obtains such report from

the agency certifies to the agency that:

(i) the person has complied with

paragraph (2) with respect to the
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consumer report, and the person

will comply with paragraph (3) with

respect to the consumer report if

paragraph (3) becomes applicable;

and

(ii) information from the consumer re-

port will not be used in violation of

any applicable Federal or State equal

employment opportunity law or

regulation; and

(B) the consumer reporting agency provides

with the report, or has previously pro-

vided, a summary of the consumer’s

rights under this title, as prescribed by

the Federal Trade Commission under

section 1681g(c)(3) of this title.

(2) Disclosure to consumer

(A) In general. Except as provided in sub-

paragraph (B), a person may not pro-

cure a consumer report, or cause a con-

sumer report to be procured, for em-

ployment purposes with respect to any

consumer, unless:

(i) a clear and conspicuous disclosure

has been made in writing to the

consumer at any time before the re-

port is procured or caused to be

procured, in a document that con-

sists solely of the disclosure, that a

consumer report may be obtained

for employment purposes; and

(ii) the consumer has authorized in writ-

ing (which authorization may be

made on the document referred to

in clause (i)) the procurement of the

report by that person.

(B) Application by mail, telephone, com-

puter, or other similar means. If a con-

sumer described in subparagraph (C)

applies for employment by mail, tele-

phone, computer, or other similar

means, at any time before a consumer

report is procured or caused to be pro-

cured in connection with that

application—

(i) the person who procures the con-

sumer report on the consumer for

employment purposes shall provide

to the consumer, by oral, written, or

electronic means, notice that a con-

sumer report may be obtained for

employment purposes, and a sum-

mary of the consumer’s rights under

section 1681m(a)(3) of this title; and

(ii) the consumer shall have consented,

orally, in writing, or electronically to

the procurement of the report by

that person.

(C) Scope

Subparagraph (B) shall apply to a per-

son procuring a consumer report on a

consumer in connection with the

consumer’s application for employment

only if:

(i) the consumer is applying for a posi-

tion over which the Secretary of

Transportation has the power to es-

tablish qualifications and maximum

hours of service pursuant to the pro-

visions of section 31502 of title 49,

or a position subject to safety regu-

lation by a State transportation

agency; and

(ii) as of the time at which the person

procures the report or causes the

report to be procured the only inter-

action between the consumer and

the person in connection with that

employment application has been by

mail, telephone, computer, or other

similar means.

(3) Conditions on use for adverse actions

(A) In general. Except as provided in sub-

paragraph (B), in using a consumer

report for employment purposes, before tak-

ing any adverse action based in whole or in

part on the report, the person intending to

take such adverse action shall provide to the

consumer to whom the report relates:
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(i) a copy of the report; and

(ii) a description in writing of the rights

of the consumer under this subchap-

ter, as prescribed by the Federal

Trade Commission under section

1681g(c)(3) of this title.

(B) Application by mail, telephone, com-

puter, or other similar means.

(i) If a consumer described in subpara-

graph (C) applies for employment

by mail, telephone, computer, or

other similar means, and if a person

who has procured a consumer re-

port on the consumer for employ-

ment purposes takes adverse action

on the employment application

based in whole or in part on the re-

port, then the person must provide

to the consumer to whom the report

relates, in lieu of the notices re-

quired under subparagraph (A) of

this section and under section

1681m(a) of this title, within 3 busi-

ness days of taking such action, an

oral, written or electronic notifica-

tion—

(I) that adverse action has been

taken based in whole or in part

on a consumer report received

from a consumer reporting

agency;

(II) of the name, address and tele-

phone number of the consumer

reporting agency that furnished

the consumer report (including

a toll-free telephone number es-

tablished by the agency if the

agency compiles and maintains

files on consumers on a nation-

wide basis);

(III) that the consumer reporting

agency did not make the deci-

sion to take the adverse action

and is unable to provide to the

consumer the specific reasons

why the adverse action was

taken; and

(IV)that the consumer may, upon

providing proper identification,

request a free copy of a report

and may dispute with the con-

sumer reporting agency the ac-

curacy or completeness of any

information in a report.

(ii) If, under clause (B)(i)(IV), the consumer

requests a copy of a consumer report

from the person who procured the re-

port, then, within 3 business days of re-

ceiving the consumer’s request, together

with proper identification, the person

must send or provide to the consumer a

copy of a report and a copy of the

consumer’s rights as prescribed by the

Federal Trade Commission under section

1681g(c)(3) of this title.

(C) Scope

Subparagraph (B) shall apply to a per-

son procuring a consumer report on a

consumer in connection with the

consumer’s application for employment

only if:

(i) the consumer is applying for a posi-

tion over which the Secretary of

Transportation has the power to es-

tablish qualifications and maximum

hours of service pursuant to the

provisions of section 31502 of title

49, or a position subject to safety

regulation by a State transportation

agency; and

(ii) as of the time at which the person

procures the report or causes the

report to be procured the only inter-

action between the consumer and

the person in connection with that

employment application has been by

mail, telephone, computer, or other

similar means.

(4) Exception for national security investigations
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(A) In general.

In the case of an agency or department

of the United States Government which

seeks to obtain and use a consumer re-

port for employment purposes, para-

graph (3) shall not apply to any adverse

action by such agency or department

which is based in part on such con-

sumer report, if the head of such agency

or department makes a written finding

that:

(i) the consumer report is relevant to a

national security investigation of

such agency or department;

(ii) the investigation is within the juris-

diction of such agency or depart-

ment;

(iii) there is reason to believe that com-

pliance with paragraph (3) will:

(I) endanger the life or physical

safety of any person;

(II) result in flight from prosecution;

(III)result in the destruction of, or

tampering with, evidence rel-

evant to the investigation;

(IV)result in the intimidation of a

potential witness relevant to the

investigation;

(V) result in the compromise of clas-

sified information; or

(VI)otherwise seriously jeopardize

or unduly delay the investigation

or another official proceeding.

(B) Notification of consumer upon conclu-

sion of investigation. Upon the conclu-

sion of a national security investigation

described in subparagraph (A), or upon

the determination that the exception un-

der subparagraph (A) is no longer re-

quired for the reasons set forth in such

subparagraph, the official exercising the

authority in such subparagraph shall

provide to the consumer who is the sub-

ject of the consumer report with regard

to which such finding was made:

(i) a copy of such consumer report with

any classified information redacted

as necessary;

(ii) notice of any adverse action which

is based, in part, on the consumer

report; and

(iii) the identification with reasonable

specificity of the nature of the inves-

tigation for which the consumer re-

port was sought.

(C) Delegation by head of agency or depart-

ment.

For purposes of subparagraphs (A) and

(B), the head of any agency or depart-

ment of the United States Government

may delegate his or her authorities

under this paragraph to an official of

such agency or department who has

personnel security responsibilities and is

a member of the Senior Executive Ser-

vice or equivalent civilian or military

rank.

(D) Report to the Congress

Not later than January 31 of each year,

the head of each agency and department

of the United States Government that

exercised authority under this paragraph

during the preceding year shall submit a

report to the Congress on the number of

times the department or agency exer-

cised such authority during the year.

(E) Definitions

For purposes of this paragraph, the fol-

lowing definitions shall apply:

(i) Classified information

The term ‘’classified information’’

means information that is protected

from unauthorized disclosure under

Executive Order No. 12958 or suc-

cessor orders.

(ii) National security investigation

The term ‘’national security investi-

gation’’ means any official inquiry by

an agency or department of the

United States Government to deter-
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mine the eligibility of a consumer

to receive access or continued ac-

cess to classified

information or to determine whether

classified information

has been lost or compromised.

(c) Furnishing reports in connection with credit or

insurance transactions that are not initiated by

the consumer.

(1) In general. A consumer reporting agency

may furnish a consumer report relating to

any consumer pursuant to subparagraph (A)

or (C) of subsection (a)(3) in connection

with any credit or insurance transaction that

is not initiated by the consumer only if:

(A) the consumer authorizes the agency to

provide such report to such person; or

(B)

(i) the transaction consists of a firm

offer of credit or insurance;

(ii) the consumer reporting agency has

complied with subsection (e); and

(iii) there is not in effect an election by

the consumer, made in accordance

with subsection (e), to have the

consumer’s name and address

excluded from lists of names pro-

vided by the agency pursuant to this

paragraph.

(2) Limits on information received under para-

graph (1)(b). A person may receive pursuant

to paragraph (1)(B) only:

(A) the name and address of a consumer;

(B) an identifier that is not unique to the

consumer and that is used by the person

solely for the purpose of verifying the

identity of the consumer; and

(C) other information pertaining to a con-

sumer that does not identify the relation-

ship or experience of the consumer with

respect to a particular creditor or other

entity.

(3) Information regarding inquiries. Except as

provided in section 1681g(a)(5) of this title, a

consumer reporting agency shall not furnish

to any person a record of inquiries in con-

nection with a credit or insurance transaction

that is not initiated by a consumer.

(d) Reserved.

(e) Election of consumer to be excluded from lists.

(1) In general. A consumer may elect to have

the consumer’s name and address excluded

from any list provided by a consumer report-

ing agency under subsection (c)(1)(B) in

connection with a credit or insurance trans-

action that is not initiated by the consumer

by notifying the agency in accordance with

paragraph (2) that the consumer does not

consent to any use of a consumer report

relating to the consumer in connection with

any credit or insurance transaction that is not

initiated by the consumer.

(2) Manner of notification. A consumer shall

notify a consumer reporting agency under

paragraph (1):

(A) through the notification system main-

tained by the agency under paragraph

(5); or

(B) by submitting to the agency a signed

notice of election form issued by the

agency for purposes of this subpara-

graph.

(3) Response of agency after notification

through system. Upon receipt of notification

of the election of a consumer under para-

graph (1) through the notification system

maintained by the agency under paragraph

(5), a consumer reporting agency shall:

(A) inform the consumer that the election is

effective only for the 2-year period fol-

lowing the election if the consumer does

not submit to the agency a signed notice

of election form issued by the agency for

purposes of paragraph (2)(B); and

(B) provide to the consumer a notice of

election form, if requested by the con-

sumer, not later than five business days

after receipt of the notification of the

election through the system established

under paragraph (5), in the case of a
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request made at the time the consumer

provides notification through the system.

(4) Effectiveness of election. An election of a

consumer under paragraph (1):

(A) shall be effective with respect to a con-

sumer reporting agency beginning five

business days after the date on which

the consumer notifies the agency in

accordance with paragraph (2);

(B) shall be effective with respect to a con-

sumer reporting agency:

(i) subject to subparagraph (C), during

the two-year period beginning five

business days after the date on

which the consumer notifies the

agency of the election, in the case of

an election for which a consumer

notifies the agency only in accor-

dance with paragraph (2)(A); or

(ii) until the consumer notifies the

agency under subparagraph (C), in

the case of an election for which a

consumer notifies the agency in

accordance with paragraph (2)(B);

(C) shall not be effective after the date on

which the consumer notifies the agency,

through the notification system estab-

lished by the agency under paragraph

(5), that the election is no longer effec-

tive; and

(D) shall be effective with respect to each

affiliate of the agency.

(5) Notification system.

(A) In general. Each consumer reporting

agency that, under subsection (c)(1)(B),

furnishes a consumer report in connec-

tion with a credit or insurance transac-

tion that is not initiated by a consumer

shall:

(i) establish and maintain a notification

system, including a toll-free tele-

phone number, which permits any

consumer whose consumer report is

maintained by the agency to notify

the agency, with appropriate identi-

fication, of the consumer’s election

to have the consumer’s name and

address excluded from any such list

of names and addresses provided by

the agency for such a transaction;

and

(ii) publish by not later than 365 days

after September 30, 1996, and not

less than annually thereafter, in a

publication of general circulation in

the area served by the agency:

(I) a notification that information in

consumer files maintained by

the agency may be used in con-

nection with such transactions;

and

(II) the address and toll-free tele-

phone number for consumers to

use to notify the agency of the

consumer’s election under

clause (i).

(B) Establishment and maintenance as com-

pliance. Establishment and maintenance

of a notification system (including a toll-

free telephone number) and publication

by a consumer reporting agency on the

agency’s own behalf and on behalf of

any of its affiliates in accordance with

this paragraph is deemed to be compli-

ance with this paragraph by each of

those affiliates.

(6) Notification system by agencies that operate

nationwide. Each consumer reporting agency

that compiles and maintains files on consum-

ers on a nationwide basis shall establish and

maintain a notification system for purposes

of paragraph (5) jointly with other such con-

sumer reporting agencies.

(f) Certain use or obtaining of information prohib-

ited. A person shall not use or obtain a con-

sumer report for any purpose unless:

(1) the consumer report is obtained for a pur-

pose for which the consumer report is

authorized to be furnished under this sec-

tion; and
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(2) the purpose is certified in accordance with

section 1681e by a prospective user of the

report through a general or specific certifica-

tion.

(g) Furnishing reports containing medical informa-

tion. A consumer reporting agency shall not fur-

nish for employment purposes, or in connection

with a credit or insurance transaction, a con-

sumer report that contains medical information

about a consumer, unless the consumer con-

sents to the furnishing of the report.

15 U.S.C. § 1681c. Reporting of requirements
relating to information contained in consumer
reports prohibited

(a) Information excluded from consumer reports—

prohibited items. Except as authorized under

subsection (b) of this section, no consumer re-

porting agency may make any consumer report

containing any of the following items of infor-

mation:

(1) Cases under title 11 or under the Bankruptcy

Act that, from the date of entry of the order

for relief or the date of adjudication, as the

case may be, antedate the report by more

than ten years.

(2) Civil suits, civil judgments, and records of

arrests that, from date of entry, antedate the

report by more than seven years or until the

governing statute of limitations has expired,

whichever is the longer period.

(3) Paid tax liens which, from date of payment,

antedate the report by more than seven

years.

(4) Accounts placed for collection or charged to

profit and loss which antedate the report by

more than seven years.

(5) Any other adverse item of information, other

than records of convictions of crimes which

antedates the report by more than seven

years.

(b) Exempted cases. The provisions of subsection

(a) of this section are not applicable in the case

of any consumer credit report to be used in con-

nection with:

(1) a credit transaction involving, or which may

reasonably be expected to involve, a princi-

pal amount of $150,000 or more;

(2) the underwriting of life insurance involving,

or which may reasonably be expected to

involve, a face amount of $150,000 or more;

or

(3) the employment of any individual at an

annual salary which equals, or which may

reasonably be expected to equal, $75,000 or

more.

(c) Running of reporting period.

(1) In general. The seven-year period referred to

in paragraphs (4) and (6) of subsection (a)

of this section shall begin, with respect to

any delinquent account that is placed for

collection (internally or by referral to a third

party, whichever is earlier), charged to profit

and loss, or subjected to any similar action,

upon the expiration of the 180-day period

beginning on the date of the commencement

of the delinquency which immediately pre-

ceded the collection activity, charge to profit

and loss, or similar action.

(2) Effective date. Paragraph (1) shall apply only

to items of information added to the file of a

consumer on or after the date that is 455

days after September 30, 1996.

(d) Information required to be disclosed. Any

consumer reporting agency that furnishes a con-

sumer report that contains information regarding

any case involving the consumer that arises

under title 11, United States Code, shall include

in the report an identification of the chapter of

such title 11 under which such case arises if

provided by the source of the information. If

any case arising or filed under title 11, United

States Code, is withdrawn by the consumer

before a final judgment, the consumer reporting

agency shall include in the report that such case

or filing was withdrawn upon receipt of docu-

mentation certifying such withdrawal.

(e) Indication of closure of account by consumer. If

a consumer reporting agency is notified pursu-

ant to section 1681t(a)(4) of this section that a
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credit account of a consumer was voluntarily

closed by the consumer, the agency shall indi-

cate that fact in any consumer report that in-

cludes information related to the account.

(f) Indication of dispute by consumer. If a con-

sumer reporting agency is notified pursuant to

section 1681s2(a)(3) of this title that information

regarding a consumer who was furnished to the

agency is disputed by the consumer, the agency

shall indicate that fact in each consumer report

that includes the disputed information.

15 U.S.C. § 1681d. Disclosure of investigative
consumer reports

(a) Disclosure of fact of preparation. A person may

not procure or cause to be prepared an investi-

gative consumer report on any consumer unless:

(1) it is clearly and accurately disclosed to the

consumer that an investigative consumer

report including information as to his charac-

ter, general reputation, personal characteris-

tics, and mode of living, whichever are

applicable, may be made, and such disclo-

sure (A) is made in a writing mailed, or

otherwise delivered, to the consumer, not

later than three days after the date on which

the report was first requested, and (B) in-

cludes a statement informing the consumer

of his right to request the additional disclo-

sures provided for under subsection (b) of

this section and the written summary of the

rights of the consumer prepared pursuant to

section 1681g of this title; and

(2) the person certifies or has certified to the

consumer reporting agency that:

(A) the person has made the disclosures to

the consumer required by paragraph (1);

and

(B) the person will comply with subsection

(b).

(b) Disclosure on request of nature and scope of

investigation. Any person who procures or

causes to be prepared an investigative consumer

report on any consumer shall, upon written

request made by the consumer within a reason-

able period of time after the receipt by him of

the disclosure required by subsection (a)(1) of

this section, make a complete and accurate

disclosure of the nature and scope of the inves-

tigation requested. This disclosure shall be made

in a writing mailed, or otherwise delivered, to

the consumer not later than five days after the

date on which the request for such disclosure

was received from the consumer or such report

was first requested, whichever is the later.

(c) Limitation on liability upon showing of reason-

able procedures for compliance with provisions.

No person may be held liable for any violation

of subsection (a) or (b) of this section if he

shows by a preponderance of the evidence that

at the time of the violation he maintained

reasonable procedures to assure compliance

with subsection (a) or (b) of this section.

(d) Prohibitions.

(1) Certification. A consumer reporting agency

shall not prepare or furnish an investigative

consumer report unless the agency has re-

ceived a certification under subsection (a)(2)

from the person who requested the report.

(2) Inquiries. A consumer reporting agency shall

not make an inquiry for the purpose of pre-

paring an investigative consumer report on a

consumer for employment purposes if the

making of the inquiry by an employer or

prospective employer of the consumer

would violate any applicable Federal or State

equal employment opportunity law or regu-

lation.

(3) Certain public record information. Except as

otherwise provided in section 1681k of this

title, a consumer reporting agency shall not

furnish an investigative consumer report that

includes information that is a matter of pub-

lic record and that relates to an arrest, indict-

ment, conviction, civil judicial action, tax

lien, or outstanding judgment, unless the

agency has verified the accuracy of the infor-

mation during the 30-day period ending on

the date on which the report is furnished.
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(4) Certain adverse information. A consumer

reporting agency shall not prepare or furnish

an investigative consumer report on a

consumer that contains information that is

adverse to the interest of the consumer and

that is obtained through a personal interview

with a neighbor, friend, or associate of the

consumer or with another person with

whom the consumer is acquainted or who

has knowledge of such item of information,

unless:

(A) the agency has followed reasonable

procedures to obtain confirmation of the

information, from an additional source

that has independent and direct knowl-

edge of the information; or

(B) the person interviewed is the best

possible source of the information.

15 U.S.C. § 1681e. Compliance procedures

(a) Identity and purposes of credit users. Every

consumer reporting agency shall maintain rea-

sonable procedures designed to avoid violations

of section 1681c of this title and to limit the

furnishing of consumer reports to the purposes

listed under section 1681b of this title. These

procedures shall require that prospective users

of the information identify themselves, certify

the purposes for which the information is

sought, and certify that the information will be

used for no other purpose. Every consumer

reporting agency shall make a reasonable effort

to verify the identity of a new prospective user

and the uses certified by such prospective user

prior to furnishing such user a consumer report.

No consumer reporting agency may furnish a

consumer report to any person if it has reason-

able grounds for believing that the consumer

report will not be used for a purpose listed in

section 1681b of this title.

(b) Accuracy of report. Whenever a consumer

reporting agency prepares a consumer report it

shall follow reasonable procedures to assure

maximum possible accuracy of the information

concerning the individual about whom the

report relates.

(c) Disclosure of consumer reports by users

allowed. A consumer reporting agency may not

prohibit a user of a consumer report furnished

by the agency on a consumer from disclosing

the contents of the report to the consumer, if

adverse action against the consumer has been

taken by the user based in whole or in part on

the report.

(d) Notice to users and furnishers of information.

(1) Notice requirement. A consumer reporting

agency shall provide to any person:

(A) who regularly and in the ordinary course

of business furnishes information to the

agency with respect to any consumer; or

(B) to whom a consumer report is provided

by the agency; a notice of such person’s

responsibilities under this subchapter.

(2) Content of notice. The Federal Trade Com-

mission shall prescribe the content of notices

under paragraph (1), and a consumer report-

ing agency shall be in compliance with this

subsection if it provides a notice under para-

graph (1) that is substantially similar to the

Federal Trade Commission prescription

under this paragraph.

(e) Procurement of consumer report for resale.

(1) Disclosure. A person may not procure a

consumer report for purposes of reselling

the report (or any information in the report)

unless the person discloses to the consumer

reporting agency that originally furnishes the

report:

(A) the identity of the end-user of the report

(or information); and

(B) each permissible purpose under section

1681b for which the report is furnished

to the end-user of the report (or infor-

mation).

(2) Responsibilities of procurers for resale. A

person who procures a consumer report for

purposes of reselling the report (or any

information in the report) shall:
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(A) establish and comply with reasonable

procedures designed to ensure that the

report (or information) is resold by the

person only for a purpose for which the

report may be furnished under section

1681b of this title, including by requiring

that each person to which the report (or

information) is resold and that resells or

provides the report (or information) to

any other person:

(i) identifies each end user of the

resold report (or information);

(ii) certifies each purpose for which the

report (or information) will be used;

and

(iii) certifies that the report (or informa-

tion) will be used for no other pur-

pose; and

(B) before reselling the report, make reason-

able efforts to verify the identifications

and certifications made under subpara-

graph (A).

(3) Resale of consumer report to a Federal

agency or department. Notwithstanding

paragraph (1) or (2), a person who procures

a consumer report for purposes of reselling

the report (or any information in the report)

shall not disclose the identity of the end-user

of the report under paragraph (1) or (2) if:

(A) the end user is an agency or department

of the United States Government which

procures the report from the person for

purposes of determining the eligibility of

the consumer concerned to receive ac-

cess or continued access to classified in-

formation (as defined in section

1681b(b)(4)(E)(i) of this

title); and

(B) the agency or department certifies in

writing to the person reselling the report

that nondisclosure is necessary to pro-

tect classified information or the safety

of persons employed by or contracting

with, or undergoing investigation for

work or contracting with the agency or

department.

15 U.S.C. § 1681f. Disclosures to governmental
agencies

Notwithstanding the provisions of section 1681b of

this title, a consumer reporting agency may furnish

identifying information respecting any consumer,

limited to his name, address, former addresses,

places of employment, or former places of employ-

ment, to a governmental agency.

15 U.S.C. § 1681g. Disclosures to consumers

(a) Information on file; sources; report recipients.

Every consumer reporting agency shall, upon

request, and subject to section 1681h(a)(1) of

this title, clearly and accurately disclose to the

consumer:

(1) All information in the consumer’s file at the

time of the request, except that nothing in

this paragraph shall be construed to require

a consumer reporting agency to disclose to a

consumer any information concerning credit

scores or any other risk scores or predictors

relating to the consumer.

(2) The sources of the information; except that

the sources of information acquired solely

for use in preparing an investigative con-

sumer report and actually used for no other

purpose need not be disclosed: Provided,

That in the event an action is brought under

this subchapter, such sources shall be avail-

able to the plaintiff under appropriate dis-

covery procedures in the court in which the

action is brought.

(3)

(A) Identification of each person (including

each end-user identified under section

1681e(e)(1) of this title) that procured a

consumer report:

(i) for employment purposes, during the

two-year period preceding the date

on which the request is made; or
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(ii) for any other purpose, during the

one-year period preceding the date

on which the request is made.

(B) An identification of a person under

subparagraph (A) shall include:

(i) the name of the person or, if appli-

cable, the trade name (written in

full) under which such person

conducts business; and

(ii) upon request of the consumer, the

address and telephone number of

the person.

(C) Subparagraph (A) does not apply if:

(i) the end user is an agency or de-

partment of the United States Gov-

ernment that procures the report

from the person for purposes of de-

termining the eligibility of the con-

sumer to whom the report relates to

receive access or continued access

to classified information (as defined

in section 1681b(b)(4)(E)(i) of this

title); and

(ii) the head of the agency or depart-

ment makes a written finding as pre-

scribed under section 1681b(b)(4)(A)

of this title.

(4) The dates, original payees, and amounts of

any checks upon which is based any adverse

characterization of the consumer, included in

the file at the time of the disclosure.

(5) A record of all inquiries received by the

agency during the one-year period preced-

ing the request that identified the consumer

in connection with a credit or insurance

transaction that was not initiated by the

consumer.

(b) Exempt information. The requirements of sub-

section (a) of this section respecting the disclo-

sure of sources of information and the recipients

of consumer reports do not apply to information

received or consumer reports furnished prior to

the effective date of this subchapter except to

the extent that the matter involved is contained

in the files of the consumer reporting agency on

that date.

(c) Summary of rights required to be included with

disclosure.

(1) Summary of rights. A consumer reporting

agency shall provide to a consumer, with

each written disclosure by the agency to the

consumer under this section:

(A) a written summary of all of the rights

that the consumer has under this title;

and

(B) in the case of a consumer reporting

agency that compiles and maintains files

on consumers on a nationwide basis, a

toll-free telephone number established

by the agency, at which personnel are

accessible to consumers during normal

business hours.

(2) Specific items required to be included. The

summary of rights required under paragraph

(1) shall include:

(A) a brief description of this title and all

rights of consumers under this title;

(B) an explanation of how the consumer

may exercise the rights of the consumer

under this title;

(C) a list of all Federal agencies responsible

for enforcing any provision of this title

and the address and any appropriate

phone number of each such agency, in a

form that will assist the consumer in

selecting the appropriate agency;

(D) a statement that the consumer may have

additional rights under State law and that

the consumer may wish to contact a

State or local consumer protection

agency or a State attorney general to

learn of those rights; and

(E) a statement that a consumer reporting

agency is not required to remove

accurate derogatory information from a

consumer’s file, unless the information is

outdated under section 1681c or cannot

be verified.

(3) Form of summary of rights. For purposes of

this subsection and any disclosure by a
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consumer reporting agency required under

this title with respect to consumers’ rights,

the Federal Trade Commission (after consul-

tation with each Federal agency referred to

in section 1681s(b)) shall prescribe the form

and content of any such disclosure of the

rights of consumers required under this title.

A consumer reporting agency shall be in

compliance with this subsection if it pro-

vides disclosures under paragraph (1) that

are substantially similar to the Federal Trade

Commission prescription under this

paragraph.

(4) Effectiveness. No disclosures shall be

required under this subsection until the date

on which the Federal Trade Commission

prescribes the form and content of such

disclosures under paragraph (3).

15 U.S.C. § 1681h. Conditions and form of
disclosure to consumers

(a) In general.

(1) Proper identification. A consumer reporting

agency shall require, as a condition of mak-

ing the disclosures required under section

1681g of this title, that the consumer furnish

proper identification.

(2) Disclosure in writing. Except as provided in

subsection (b), the disclosures required to be

made under section 1681g shall be provided

under that section in writing.

(b) Other forms of disclosure.

(1) In general. If authorized by a consumer, a

consumer reporting agency may make the

disclosures required under 1681g of this title:

(A) other than in writing; and

(B) in such form as may be:

(i) specified by the consumer in accor-

dance with paragraph (2); and

(ii) available from the agency.

(2) Form. A consumer may specify pursuant to

paragraph (1) that disclosures under section

1681g shall be made:

(A) in person, upon the appearance of the

consumer at the place of business of the

consumer reporting agency where dis-

closures are regularly provided, during

normal business hours, and on reason-

able notice;

(B) by telephone, if the consumer has made

a written request for disclosure by tele-

phone;

(C) by electronic means, if available from

the agency; or

(D) by any other reasonable means that is

available from the agency.

(c) Trained personnel. Any consumer reporting

agency shall provide trained personnel to ex-

plain to the consumer any information furnished

to him pursuant to section 1681g of this title.

(d) Persons accompanying consumer. The consumer

shall be permitted to be accompanied by one

other person of his choosing, who shall furnish

reasonable identification. A consumer reporting

agency may require the consumer to furnish a

written statement granting permission to the

consumer reporting agency to discuss the

consumer’s file in such person’s presence.

(e) Limitation of liability. Except as provided in

sections 1681n and 1681o of this title, no con-

sumer may bring any action or proceeding in

the nature of defamation, invasion of privacy, or

negligence with respect to the reporting of infor-

mation against any consumer reporting agency,

any user of information, or any person who

furnishes information to a consumer reporting

agency, based on information disclosed pursu-

ant to section 1681g, 1681h, or 1681m of this

title or based on information disclosed by a user

of a consumer report to or for a consumer

against whom the user has taken adverse action,

based whole or in part on the report, except as

to false information furnished with malice or

willful intent to injure such consumer.

15 U.S.C. § 1681i. Procedure in case of dis-
puted accuracy

(a) Reinvestigations of disputed information.

(1) Reinvestigation required.
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(A) In general. If the completeness or

accuracy of any item of information

contained in a consumer’s file at a con-

sumer reporting agency is disputed by

the consumer and the consumer notifies

the agency directly of such dispute, the

agency shall reinvestigate free of charge

and record the current status of the

disputed information, or delete the item

from the file in accordance with para-

graph (5), before the end of the 30-day

period beginning on the date on which

the agency receives the notice of the

dispute from the consumer.

(B) Extension of period to reinvestigate.

Except as provided in subparagraph (C),

the 30-day period described in subpara-

graph (A) may be extended for not more

than 15 additional days if the consumer

reporting agency receives information

from the consumer during that 30-day

period that is relevant to the reinvestiga-

tion.

(C) Limitations on extension of period to

reinvestigate. Subparagraph (B) shall not

apply to any reinvestigation in which,

during the 30-day period described in

subparagraph (A), the information that is

the subject of the reinvestigation is

found to be inaccurate or incomplete or

the consumer reporting agency deter-

mines that the information cannot be

verified.

(2) Prompt notice of dispute to furnisher of

information.

(A) In general. Before the expiration of the

five-business-day period beginning on

the date on which a consumer reporting

agency receives notice of a dispute from

any consumer in accordance with para-

graph (1), the agency shall provide

notification of the dispute to any person

who provided any item of information in

dispute, at the address and in the man-

ner established with the person. The

notice shall include all relevant informa-

tion regarding the dispute that the

agency has received from the consumer.

(B) Provision of other information from con-

sumer. The consumer reporting agency

shall promptly provide to the person

who provided the information in dispute

all relevant information regarding the

dispute that is received by the agency

from the consumer after the period re-

ferred to in subparagraph (A) and before

the end of the period referred to in para-

graph (1)(A).

(3) Determination that dispute is frivolous or

irrelevant.

(A) In general. Notwithstanding paragraph

(1), a consumer reporting agency may

terminate a reinvestigation of informa-

tion disputed by a consumer under that

paragraph if the agency reasonably

determines that the dispute by the con-

sumer is frivolous or irrelevant, includ-

ing by reason of a failure by a consumer

to provide sufficient information to

investigate the disputed information.

(B) Notice of determination. Upon making

any determination in accordance with

subparagraph (A) that a dispute is frivo-

lous or irrelevant, a consumer reporting

agency shall notify the consumer of such

determination not later than 5 business

days after making such determination,

by mail or, if authorized by the con-

sumer for that purpose, by any other

means available to the agency.

(C) Contents of notice. A notice under sub-

paragraph (B) shall include:

(i) the reasons for the determination

under subparagraph (A); and

(ii) identification of any information

required to investigate the disputed

information, which may consist of a

standardized form describing the

general nature of such information.
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(4) Consideration of consumer information. In

conducting any reinvestigation under para-

graph (1) with respect to disputed informa-

tion in the file of any consumer, the con-

sumer reporting agency shall review and

consider all relevant information submitted

by the consumer in the period described in

paragraph (1)(A) with respect to such dis-

puted information.

(5) Treatment of inaccurate or unverifiable infor-

mation.

(A) In general. If, after any reinvestigation

under paragraph (1) of any information

disputed by a consumer, an item of the

information is found to be inaccurate or

incomplete or cannot be verified, the

consumer reporting agency shall promptly

delete that item of information from the

consumer’s file or modify that item of

information, as appropriate, based on

the results of the reinvestigation.

(B) Requirements relating to reinsertion of

previously deleted material.

(i) Certification of accuracy of informa-

tion. If any information is deleted

from a consumer’s file pursuant to

subparagraph (A), the information

may not be reinserted in the file by

the consumer reporting agency un-

less the person who furnishes the

information certifies that the infor-

mation is complete and accurate.

(ii) Notice to consumer. If any informa-

tion that has been deleted from a

consumer’s file pursuant to subpara-

graph (A) is reinserted in the file,

the consumer reporting agency shall

notify the consumer of the reinser-

tion in writing not later than five

business days after the reinsertion

or, if authorized by the consumer for

that purpose, by any other means

available to the agency.

(iii) Additional information. As part of, or

in addition to, the notice under

clause (ii), a consumer reporting

agency shall provide to a consumer

in writing not later than five busi-

ness days after the date of the rein-

sertion:

(I) a statement that the disputed

information has been reinserted;

(II) the business name and address

of any furnisher of information

contacted and the telephone

number of such furnisher, if

reasonably available, or of any

furnisher of information that

contacted the consumer report-

ing agency, in connection with

the reinsertion of such informa-

tion; and

(III)a notice that the consumer has

the right to add a statement to

the consumer’s file disputing the

accuracy or completeness of the

disputed information.

(C) Procedures to prevent reappearance. A

consumer reporting agency shall main-

tain reasonable procedures designed to

prevent the reappearance in a

consumer’s file, and in consumer reports

on the consumer, of information that is

deleted pursuant to this paragraph

(other than information that is reinserted

in accordance with subparagraph (B)(i)).

(D) Automated reinvestigation system. Any

consumer reporting agency that com-

piles and maintains files on consumers

on a nationwide basis shall implement

an automated system through which fur-

nishers of information to that consumer

reporting agency may report the results

of a reinvestigation that finds incomplete

or inaccurate information in a

consumer’s file to other such consumer

reporting agencies.

(6) Notice of results of reinvestigation.

(A) In general. A consumer reporting agency

shall provide written notice to a con-
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sumer of the results of a reinvestigation

under this subsection not later than five

business days after the completion of the

reinvestigation, by mail or, if authorized

by the consumer for that purpose, by

other means available to the agency.

(B) Contents. As part of, or in addition to,

the notice under subparagraph (A), a

consumer reporting agency shall provide

to a consumer in writing before the ex-

piration of the five-day period referred

to in subparagraph (A):

(i) a statement that the reinvestigation

is completed;

(ii) a consumer report that is based

upon the consumer’s file as that file

is revised as a result of the reinvesti-

gation;

(iii) a notice that, if requested by the

consumer, a description of the

procedure used to determine the

accuracy and completeness of the

information shall be provided to the

consumer by the agency, including

the business name and address of

any furnisher of information con-

tacted in connection with such infor-

mation and the telephone number of

such furnisher, if reasonably avail-

able;

(iv) a notice that the consumer has the

right to add a statement to the

consumer’s file disputing the accu-

racy or completeness of the informa-

tion; and

(v) a notice that the consumer has the

right to request under subsection (d)

that the consumer reporting agency

furnish notifications under that sub-

section.

(7) Description of reinvestigation procedure. A

consumer reporting agency shall provide to

a consumer a description referred to in para-

graph (6)(B)(iii) by not later than 15 days

after receiving a request from the consumer

for that description.

(8) Expedited dispute resolution. If a dispute

regarding an item of information in a

consumer’s file at a consumer reporting

agency is resolved in accordance with para-

graph (5)(A) by the deletion of the disputed

information by not later than three business

days after the date on which the agency

receives notice of the dispute from the con-

sumer in accordance with paragraph (1)(A),

then the agency shall not be required to

comply with paragraphs (2), (6), and (7)

with respect to that dispute if the agency:

(A) provides prompt notice of the deletion

to the consumer by telephone;

(B) includes in that notice, or in a written

notice that accompanies a confirmation

and consumer report provided in accor-

dance with subparagraph (C), a state-

ment of the consumer’s right to request

under subsection (d) that the agency fur-

nish notifications under that subsection;

and

(C) provides written confirmation of the de-

letion and a copy of a consumer report

on the consumer that is based on the

consumer’s file after the deletion, not

later than five business days after mak-

ing the deletion.

(b) Statement of dispute. If the reinvestigation does

not resolve the dispute, the consumer may file a

brief statement setting forth the nature of the

dispute. The consumer reporting agency may

limit such statements to not more than one

hundred words if it provides the consumer with

assistance in writing a clear summary of the

dispute.

(c) Notification of consumer dispute in subsequent

consumer reports. Whenever a statement of a

dispute is filed, unless there is reasonable

grounds to believe that it is frivolous or irrel-

evant, the consumer reporting agency shall, in

any subsequent consumer report containing the

information in question, clearly note that it is
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disputed by the consumer and provide either

the consumer’s statement or a clear and accurate

codification or summary thereof.

(d) Notification of deletion of disputed information.

Following any deletion of information which is

found to be inaccurate or whose accuracy can

no longer be verified or any notation as to dis-

puted information, the consumer reporting

agency shall, at the request of the consumer,

furnish notification that the item has been de-

leted or the statement, codification or summary

pursuant to subsection (b) or (c) of this section

to any person specifically designated by the

consumer who has within two years prior

thereto received a consumer report for employ-

ment purposes, or within six months prior

thereto received a consumer report for any other

purpose, which contained the deleted or dis-

puted information.

15 U.S.C. § 1681j. Charges for disclosures

(a) Reasonable charges allowed for certain disclo-

sures.

(1) In general. Except as provided in subsec-

tions (b), (c), and (d), a consumer reporting

agency may impose a reasonable charge on

a consumer:

(A) for making a disclosure to the consumer

pursuant to section 1681g, which charge:

(i) shall not exceed $8;* and

(ii) shall be indicated to the consumer

before making the disclosure; and

(B) for furnishing, pursuant to section

1681i(d), following a reinvestigation

under section 1681i(a), a statement,

codification, or summary to a person

designated by the consumer under that

section after the 30-day period begin-

ning on the date of notification of the

consumer under paragraph (6) or (8) of

section 611(a) with respect to the rein-

vestigation, which charge:

(i) shall not exceed the charge that the

agency would impose on each

designated recipient for a consumer

report; and

(ii) shall be indicated to the consumer

before furnishing such information.

(2) Modification of amount. The Federal Trade

Commission shall increase the amount re-

ferred to in paragraph (1)(A)(i) on January 1

of each year, based proportionally on

changes in the Consumer Price Index, with

fractional changes rounded to the nearest

fifty cents.*

(b) Free disclosure after adverse notice to con-

sumer. Each consumer reporting agency that

maintains a file on a consumer shall make all

disclosures pursuant to section 1681g without

charge to the consumer if, not later than 60 days

after receipt by such consumer of a notification

pursuant to section 1681m, or of a notification

from a debt collection agency affiliated with that

consumer reporting agency stating that the

consumer’s credit rating may be or has been

adversely affected, the consumer makes a re-

quest under section 1681g of this title.

(c) Free disclosure under certain other circum-

stances. Upon the request of the consumer, a

consumer reporting agency shall make all dis-

closures pursuant to section 1681g once during

any 12-month period without charge to that

consumer if the consumer certifies in writing

that the consumer:

(1) is unemployed and intends to apply for em-

ployment in the 60-day period beginning on

the date on which the certification is made;

(2) is a recipient of public welfare assistance; or

(3) has reason to believe that the file on the

consumer at the agency contains inaccurate

information due to fraud.

(d) Other charges prohibited. A consumer reporting

agency shall not impose any charge on a con-

sumer for providing any notification required by

this title or making any disclosure required by

this title, except as authorized by subsection (a).

*The FTC has the authority to change this amount by January 1 of each new year to reflect changes in
the Consumer Price Index. As of 2002, the amount is $9.
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15 U.S.C. § 1681k. Public record information
for employment purposes

(a) In general.

A consumer reporting agency which furnishes a

consumer report for employment purposes and

which for that purpose compiles and reports

items of information on consumers which are

matters of public record and are likely to have

an adverse effect upon a consumer’s ability to

obtain employment shall:

(1) at the time such public record information is

reported to the user of such consumer re-

port, notify the consumer of the fact that

public record information is being reported

by the consumer reporting agency, together

with the name and address of the person to

whom such information is being reported; or

(2) maintain strict procedures designed to insure

that whenever public record information

which is likely to have an adverse effect on

a consumer’s ability to obtain employment is

reported it is complete and up to date. For

purposes of this paragraph, items of public

record relating to arrests, indictments, con-

victions, suits, tax liens, and outstanding

judgments shall be considered up to date if

the current public record status of the item

at the time of the report is reported.

(b) Exemption for national security investigations.

Subsection (a) of this section does not apply in

the case of an agency or department of the

United States Government that seeks to obtain

and use a consumer report for employment pur-

poses, if the head of the agency or department

makes a written finding as prescribed under sec-

tion 1681b(b)(4)(A) of this title.

15 U.S.C. § 1681l. Restrictions on investigative
consumer reports

Whenever a consumer reporting agency prepares an

investigative consumer report, no adverse informa-

tion in the consumer report (other than information

which is a matter of public record) may be included

in a subsequent consumer report unless such ad-

verse information has been verified in the process

of making such subsequent consumer report, or the

adverse information was received within the three-

month period preceding the date the subsequent

report is furnished.

15 U.S.C. § 1681m. Requirements on users of
consumer reports

(a) Duties of users taking adverse actions on the

basis of information contained in consumer

reports. If any person takes any adverse action

with respect to any consumer that is based in

whole or in part on any information contained

in a consumer report, the person shall:

(1) provide oral, written, or electronic notice of

the adverse action to the consumer;

(2) provide to the consumer orally, in writing, or

electronically:

(A) the name, address, and telephone num-

ber of the consumer reporting agency

(including a toll-free telephone number

established by the agency if the agency

compiles and maintains files on consum-

ers on a nationwide basis) that furnished

the report to the person; and

(B) a statement that the consumer reporting

agency did not make the decision to

take the adverse action and is unable to

provide the consumer the specific rea-

sons why the adverse action was taken;

and

(3) provide to the consumer an oral, written, or

electronic notice of the consumer’s right:

(A) to obtain, under section 1681j, a free

copy of a consumer report on the con-

sumer from the consumer reporting

agency referred to in paragraph (2),

which notice shall include an indication

of the 60-day period under that section

for obtaining such a copy; and

(B) to dispute, under section 1681i, with a

consumer reporting agency the accuracy

or completeness of any information in a

consumer report furnished by the

agency.
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(b) Adverse action based on reports of persons

other than consumer reporting agencies.

(1) In general. Whenever credit for personal,

family, or household purposes involving a

consumer is denied or the charge for such

credit is increased either wholly or partly be-

cause of information obtained from a person

other than a consumer reporting agency

bearing upon the consumer’s credit worthi-

ness, credit standing, credit capacity, charac-

ter, general reputation, personal characteris-

tics, or mode of living, the user of such in-

formation shall, within a reasonable period

of time, upon the consumer’s written request

for the reasons for such adverse action

received within sixty days after learning of

such adverse action, disclose the nature of

the information to the consumer. The user of

such information shall clearly and accurately

disclose to the consumer his right to make

such written request at the time such adverse

action is communicated to the consumer.

(2) Duties of person taking certain actions based

on information provided by affiliate.

(A) Duties, generally. If a person takes an

action described in subparagraph (B)

with respect to a consumer, based in

whole or in part on information de-

scribed in subparagraph (C), the person

shall:

(i) notify the consumer of the action,

including a statement that the con-

sumer may obtain the information in

accordance with clause (ii); and

(ii) upon a written request from the

consumer received within 60 days

after transmittal of the notice re-

quired by clause (i), disclose to the

consumer the nature of the informa-

tion upon which the action is based

by not later than 30 days after re-

ceipt of the request.

(B) Action described. An action referred to

in subparagraph (A) is an adverse action

described in section 1681a(k)(1)(A) of

this title, taken in connection with a

transaction initiated by the consumer, or

any adverse action described in clause

(i) or (ii) of section 1681a(k)(1)(B) of

this title.

(C) Information described. Information

referred to in subparagraph (A):

(i) except as provided in clause (ii), is

information that:

(I) is furnished to the person taking

the action by a person related

by common ownership or affili-

ated by common corporate

control to the person taking the

action; and

(II) bears on the credit worthiness,

credit standing, credit capacity,

character, general reputation,

personal characteristics, or mode

of living of the consumer; and

(ii) does not include:

(I) information solely as to trans-

actions or experiences between

the consumer and the person

furnishing the information; or

(II) information in a consumer

report.

(c) Reasonable procedures to assure compliance.

No person shall be held liable for any violation

of this section if he shows by a preponderance

of the evidence that at the time of the alleged

violation he maintained reasonable procedures

to assure compliance with the provisions of this

section.

(d) Duties of users making written credit or insur-

ance solicitations on the basis of information

contained in consumer files.

(1) In general. Any person who uses a con-

sumer report on any consumer in connection

with any credit or insurance transaction that

is not initiated by the consumer, that is

provided to that person under section

1681b(c)(1)(B) of this title, shall provide

with each written solicitation made to the

consumer regarding the transaction a clear

and conspicuous statement that:
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(A) information contained in the consumer’s

consumer report was used in connection

with the transaction;

(B) the consumer received the offer of credit

or insurance because the consumer satis-

fied the criteria for credit worthiness or

insurability under which the consumer

was selected for the offer;

(C) if applicable, the credit or insurance may

not be extended if, after the consumer

responds to the offer, the consumer

does not meet the criteria used to select

the consumer for the offer or any appli-

cable criteria bearing on credit worthi-

ness or insurability or does not furnish

any required collateral;

(D) the consumer has a right to prohibit in-

formation contained in the consumer’s

file with any consumer reporting agency

from being used in connection with any

credit or insurance transaction that is not

initiated by the consumer; and

(E) the consumer may exercise the right

referred to in subparagraph (D) by noti-

fying a notification system established

under section 1681b(e).

(2) Disclosure of address and telephone num-

ber. A statement under paragraph (1) shall

include the address and toll-free telephone

number of the appropriate notification

system established under section 1681b(e).

(3) Maintaining criteria on file. A person who

makes an offer of credit or insurance to a

consumer under a credit or insurance trans-

action described in paragraph (1) shall main-

tain on file the criteria used to select the

consumer to receive the offer, all criteria

bearing on credit worthiness or insurability,

as applicable, that are the basis for determin-

ing whether or not to extend credit or insur-

ance pursuant to the offer, and any require-

ment for the furnishing of collateral as a

condition of the extension of credit or insur-

ance, until the expiration of the three-year

period beginning on the date on which the

offer is made to the consumer.

(4) Authority of federal agencies regarding

unfair or deceptive acts or practices not

affected. This section is not intended to

affect the authority of any Federal or State

agency to enforce a prohibition against un-

fair or deceptive acts or practices, including

the making of false or misleading statements

in connection with a credit or insurance

transaction that is not initiated by the

consumer.

15 U.S.C. § 1681n. Civil liability for willful
noncompliance

(a) In general. Any person who willfully fails to

comply with any requirement imposed under

this subchapter with respect to any consumer is

liable to that consumer in an amount equal to

the sum of:

(1)

(A) any actual damages sustained by the

consumer as a result of the failure or

damages of not less than $100 and not

more than $1,000; or

(B) in the case of liability of a natural person

for obtaining a consumer report under

false pretenses or knowingly without a

permissible purpose, actual damages

sustained by the consumer as a result of

the failure or $1,000, whichever is

greater;

(2) such amount of punitive damages as the

court may allow; and

(3) in the case of any successful action to en-

force any liability under this section, the

costs of the action together with reasonable

attorney’s fees as determined by the court.

(b) Civil liability for knowing noncompliance. Any

person who obtains a consumer report from a

consumer reporting agency under false pre-

tenses or knowingly without a permissible pur-

pose shall be liable to the consumer reporting

agency for actual damages sustained by the
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consumer reporting agency or $1,000, whichever

is greater.

(c) Attorney’s fees. Upon a finding by the court that

an unsuccessful pleading, motion, or other

paper filed in connection with an action under

this section was filed in bad faith or for pur-

poses of harassment, the court shall award to

the prevailing party attorney’s fees reasonable in

relation to the work expended in responding to

the pleading, motion, or other paper.

15 U.S.C. § 1681o. Civil liability for negligent
noncompliance

(a) In general. Any person who is negligent in fail-

ing to comply with any requirement imposed

under this subchapter with respect to any con-

sumer is liable to that consumer in an amount

equal to the sum of:

(1) any actual damages sustained by the con-

sumer as a result of the failure;

(2) in the case of any successful action to

enforce any liability under this section, the

costs of the action together with reasonable

attorney’s fees as determined by the court.

(b) Attorney’s fees. On a finding by the court that

an unsuccessful pleading, motion, or other

paper filed in connection with an action under

this section was filed in bad faith or for pur-

poses of harassment, the court shall award to

the prevailing party attorney’s fees reasonable in

relation to the work expended in responding to

the pleading, motion, or other paper.

15 U.S.C. § 1681p. Jurisdiction of courts; limita-
tion of actions

An action to enforce any liability created under this

subchapter may be brought in any appropriate

United States district court without regard to the

amount in controversy, or in any other court of

competent jurisdiction, within two years from the

date on which the liability arises, except that where

a defendant has materially and willfully misrepre-

sented any information required under this sub-

chapter to be disclosed to an individual and the

information so misrepresented is material to the

establishment of the defendant’s liability to that

individual under this subchapter, the action may be

brought at any time within two years after discovery

by the individual of the misrepresentation.

15 U.S.C. § 1681q. Obtaining information un-
der false pretenses

Any person who knowingly and willfully obtains

information on a consumer from a consumer report-

ing agency under false pretenses shall be fined

under Title 18, United States Code, imprisoned for

not more than two years, or both.

15 U.S.C. § 1681r. Unauthorized disclosures by
officers or employees

Any officer or employee of a consumer reporting

agency who knowingly and willfully provides infor-

mation concerning an individual from the agency’s

files to a person not authorized to receive that infor-

mation shall be fined under Title 18, United States

Code, imprisoned for not more than two years, or

both.

15 U.S.C. § 1681s. Administrative enforcement

(a)

(1) Enforcement by Federal Trade Commission.

Compliance with the requirements imposed

under this subchapter shall be enforced un-

der the Federal Trade Commission Act (15

U.S.C. 41 et seq.) by the Federal Trade Com-

mission with respect to consumer reporting

agencies and all other persons subject

thereto, except to the extent that enforce-

ment of the requirements imposed under

this subchapter is specifically committed to

some other government agency under sub-

section (b) hereof. For the purpose of the

exercise by the Federal Trade Commission of

its functions and powers under the Federal

Trade Commission Act, a violation of any

requirement or prohibition imposed under

this subchapter shall constitute an unfair or

deceptive act or practice in commerce in

violation of section 5(a) of the Federal Trade

Commission Act (15 U.S.C. 45(a)) and shall
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be subject to enforcement by the Federal

Trade Commission under section 5(b)

thereof (15 U.S.C. 45(b)) with respect to any

consumer reporting agency or person subject

to enforcement by the Federal Trade Com-

mission pursuant to this subsection, irrespec-

tive of whether that person is engaged in

commerce or meets any other jurisdictional

tests in the Federal Trade Commission Act.

The Federal Trade Commission shall have

such procedural, investigative, and enforce-

ment powers, including the power to issue

procedural rules in enforcing compliance

with the requirements imposed under this

subchapter and to require the filing of re-

ports, the production of documents, and the

appearance of witnesses as though the appli-

cable terms and conditions of the Federal

Trade Commission Act were part of this

subchapter. Any person violating any of the

provisions of this subchapter shall be subject

to the penalties and entitled to the privileges

and immunities provided in the Federal

Trade Commission Act as though the appli-

cable terms and provisions thereof were part

of this subchapter.

(2)

(A) In the event of a knowing violation,

which constitutes a pattern or practice of

violations of this title, the Commission

may commence a civil action to recover

a civil penalty in a district court of the

United States against any person that

violates this title. In such action, such

person shall be liable for a civil penalty

of not more than $2,500 per violation.

(B) In determining the amount of a civil

penalty under subparagraph (A), the

court shall take into account the degree

of culpability, any history of prior such

conduct, ability to pay, effect on ability

to continue to do business, and such

other matters as justice may require.

(3) Notwithstanding paragraph (2), a court may

not impose any civil penalty on a person for

a violation of section 1681u(a)(1) unless the

person has been enjoined from committing

the violation, or ordered not to commit the

violation, in an action or proceeding brought

by or on behalf of the Federal Trade Com-

mission, and has violated the injunction or

order, and the court may not impose any

civil penalty for any violation occurring

before the date of the violation of the injunc-

tion or order.

(b) Enforcement by other agencies. Compliance

with the requirements imposed under this title

with respect to consumer reporting agencies,

persons who use consumer reports from such

agencies, persons who furnish information to

such agencies, and users of information that are

subject to subsection (d) of section 1681m of

this title shall be enforced under:

(1) section 8 of the Federal Deposit Insurance

Act (12 U.S.C. 1818), in the case of:

(A) national banks, and Federal branches

and Federal agencies of foreign banks,

by the Office of the Comptroller of the

Currency;

(B) member banks of the Federal Reserve

System (other than national banks),

branches and agencies of foreign banks

(other than Federal branches, Federal

agencies, and insured State branches of

foreign banks), commercial lending

companies owned or controlled by for-

eign banks, and organizations operating

under section 25 or 25(a) of the Federal

Reserve Act (12 U.S.C. 601 et seq., 611 et

seq.), by the Board of Governors of the

Federal Reserve System; and

(C) banks insured by the Federal Deposit

Insurance Corporation (other than mem-

bers of the Federal Reserve System) and

insured State branches of foreign banks,

by the Board of Directors of the Federal

Deposit Insurance Corporation.
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(2) section 8 of the Federal Deposit Insurance

Act (12 U.S.C. 1818), by the Director of the

Office of Thrift Supervision, in the case of a

savings association the deposits of which are

insured by the Federal Deposit Insurance

Corporation;

(3) the Federal Credit Union Act (12 U.S.C. 1751

et seq.), by the Administrator of the National

Credit Union Administration with respect to

any Federal credit union;

(4) subtitle IV of title 49, by the Interstate

Commerce Commission with respect to any

common carrier subject to such subtitle;

(5) the Federal Aviation Act of 1958 (49 App.

U.S.C. 1301 et seq.), by the Secretary of

Transportation with respect to any air carrier

or foreign air carrier subject to that Act; and

(6) the Packers and Stockyards Act, 1921 (7

U.S.C. 181 et seq.) (except as provided in

section 406 of that Act (7 U.S.C. 226, 227)),

by the Secretary of Agriculture with respect

to any activities subject to that Act. The

terms used in paragraph (1) that are not de-

fined in this subchapter or otherwise defined

in section 3(s) of the Federal Deposit Insur-

ance Act (12 U.S.C. 1813(s)) shall have the

meaning given to them in section 1(b) of the

International Banking Act of 1978 (12 U.S.C.

3101).

(c) State action for violations.

(1) Authority of states. In addition to such other

remedies as are provided under State law, if

the chief law enforcement officer of a State,

or an official or agency designated by a

State, has reason to believe that any person

has violated or is violating this title, the

State:

(A) may bring an action to enjoin such

violation in any appropriate United

States district court or in any other court

of competent jurisdiction;

(B) subject to paragraph (5), may bring an

action on behalf of the residents of the

State to recover:

(i) damages for which the person is

liable to such residents under sec-

tions 1681n and 1681o as a result of

the violation;

(ii) in the case of a violation of section

1681t(a), damages for which the per-

son would, but for section 1681t(c),

be liable to such residents as a result

of the violation; or

(iii) damages of not more than $1,000 for

each willful or negligent violation;

and

(C) in the case of any successful action

under subparagraph (A) or (B), shall be

awarded the costs of the action and rea-

sonable attorney fees as determined by

the court.

(2) Rights of federal regulators. The State shall

serve prior written notice of any action

under paragraph (1) upon the Federal Trade

Commission or the appropriate Federal regu-

lator determined under subsection (b) and

provide the Commission or appropriate Fed-

eral regulator with a copy of its complaint,

except in any case in which such prior no-

tice is not feasible, in which case the State

shall serve such notice immediately upon

instituting such action. The Federal Trade

Commission or appropriate Federal regulator

shall have the right:

(A) to intervene in the action;

(B) upon so intervening, to be heard on all

matters arising therein;

(C) to remove the action to the appropriate

United States district court; and

(D) to file petitions for appeal.

(3) Investigatory powers. For purposes of bring-

ing any action under this subsection, nothing

in this subsection shall prevent the chief law

enforcement officer, or an official or agency

designated by a State, from exercising the

powers conferred on the chief law enforce-

ment officer or such official by the laws of

such State to conduct investigations or to

administer oaths or affirmations or to compel
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the attendance of witnesses or the produc-

tion of documentary and other evidence.

(4) Limitation on state action while federal

action pending. If the Federal Trade Com-

mission or the appropriate Federal regulator

has instituted a civil action or an administra-

tive action under section 8 of the Federal

Deposit Insurance Act for a violation of this

title, no State may, during the pendency of

such action, bring an action under this

section against any defendant named in the

complaint of the Commission or the appro-

priate Federal regulator for any violation of

this title that is alleged in that complaint.

(5) Limitations on state actions for violation of

section 1681t(a)(1).

(A) Violation of injunction required. A State

may not bring an action against a person

under paragraph (1)(B) for a violation of

section 1681t(a)(1), unless:

(i) the person has been enjoined from

committing the violation, in an

action brought by the State under

paragraph (1)(A); and

(ii) the person has violated the injunc-

tion.

(B) Limitation on damages recoverable. In

an action against a person under para-

graph (1)(B) for a violation of section

1681t(a)(1), a State may not recover any

damages incurred before the date of the

violation of an injunction on which the

action is based.

(d) Enforcement under other authority. For the pur-

pose of the exercise by any agency referred to

in subsection (b) of this section of its powers

under any Act referred to in that subsection, a

violation of any requirement imposed under this

subchapter shall be deemed to be a violation of

a requirement imposed under that Act. In addi-

tion to its powers under any provision of law

specifically referred to in subsection (b) of this

section, each of the agencies referred to in that

subsection may exercise, for the purpose of en-

forcing compliance with any requirement im-

posed under this subchapter any other authority

conferred on it by law.

(e) Regulatory authority

(1) The Federal banking agencies referred to in

paragraphs (1) and (2) of subsection (b)

shall jointly prescribe such regulations as

necessary to carry out the purposes of this

subchapter with respect to any persons iden-

tified under paragraphs (1) and (2) of sub-

section (b), and the Board of Governors of

the Federal Reserve System shall have au-

thority to prescribe regulations consistent

with such joint regulations with respect to

bank holding companies and affiliates (other

than depository institutions and consumer

reporting agencies) of such holding compa-

nies.

(2) The Board of the National Credit Union Ad-

ministration shall prescribe such regulations

as necessary to carry out the purposes of this

subchapter with respect to any persons iden-

tified under paragraph (3) of subsection (b).

15 U.S.C. § 1681s-1. Information on overdue
child support obligations

Notwithstanding any other provision of this sub-

chapter, a consumer reporting agency shall include

in any consumer report furnished by the agency in

accordance with section 1681b of this title, any

information on the failure of the consumer to pay

overdue support which:

(1) is provided:

(A) to the consumer reporting agency by a

State or local child support enforcement

agency; or

(B) to the consumer reporting agency and

verified by any local, State, or Federal

Government agency; and

(2) antedates the report by 7 years or less.
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15 U.S.C. § 1681s-2. Responsibilities of persons
who furnish information to consumer reporting
agencies

(a) Duty of furnishers of information to provide ac-

curate information.

(1) Prohibition.

(A) Reporting information with actual

knowledge of errors. A person shall not

furnish any information relating to a

consumer to any consumer reporting

agency if the person knows or con-

sciously avoids knowing that the infor-

mation is inaccurate.

(B) Reporting information after notice and

confirmation of errors. A person shall

not furnish information relating to a con-

sumer to any consumer reporting agency

if:

(i) the person has been notified by the

consumer, at the address specified

by the person for such notices, that

specific information is inaccurate;

and

(ii) the information is, in fact, inaccu-

rate.

(C) No address requirement. A person who

clearly and conspicuously specifies to

the consumer an address for notices

referred to in subparagraph (B) shall not

be subject to subparagraph (A); how-

ever, nothing in subparagraph (B) shall

require a person to specify such an

address.

(2) Duty to correct and update information. A

person who:

(A) regularly and in the ordinary course of

business furnishes information to one or

more consumer reporting agencies about

the person’s transactions or experiences

with any consumer; and

(B) has furnished to a consumer reporting

agency information that the person de-

termines is not complete or accurate,

shall promptly notify the consumer reporting

agency of that determination and provide to

the agency any corrections to that informa-

tion, or any additional information, that is

necessary to make the information provided

by the person to the agency complete and

accurate, and shall not thereafter furnish to

the agency any of the information that

remains not complete or accurate.

(3) Duty to provide notice of dispute. If the

completeness or accuracy of any information

furnished by any person to any consumer

reporting agency is disputed to such person

by a consumer, the person may not furnish

the information to any consumer reporting

agency without notice that such information

is disputed by the consumer.

(4) Duty to provide notice of closed accounts. A

person who regularly and in the ordinary

course of business furnishes information to a

consumer reporting agency regarding a con-

sumer who has a credit account with that

person shall notify the agency of the volun-

tary closure of the account by the consumer,

in information regularly furnished for the

period in which the account is closed.

(5) Duty to provide notice of delinquency of

accounts. A person who furnishes informa-

tion to a consumer reporting agency regard-

ing a delinquent account being placed for

collection, charged to profit or loss, or sub-

jected to any similar action shall, not later

than 90 days after furnishing the information,

notify the agency of the month and year of

the commencement of the delinquency that

immediately preceded the action.

(b) Duties of furnishers of information upon notice

of dispute.

(1) In general. After receiving notice pursuant to

section 1681i(a)(2) of a dispute with regard

to the completeness or accuracy of any

information provided by a person to a con-

sumer reporting agency, the person shall:

(A) conduct an investigation with respect to

the disputed information;

(B) review all relevant information provided

by the consumer reporting agency
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pursuant to section 1681i(a)(2);

(C) report the results of the investigation to

the consumer reporting agency; and

(D) if the investigation finds that the infor-

mation is incomplete or inaccurate, re-

port those results to all other consumer

reporting agencies to which the person

furnished the information and that

compile and maintain files on consumers

on a nationwide basis.

(2) Deadline. A person shall complete all inves-

tigations, reviews, and reports required

under paragraph (1) regarding information

provided by the person to a consumer

reporting agency, before the expiration of

the period under section 1681i(a)(1) within

which the consumer reporting agency is

required to complete actions required by

that section regarding that information.

(c) Limitation on liability. Sections 1681n and 1681o

of this title do not apply to any failure to com-

ply with subsection (a), except as provided in

section 1681s(c)(1)(B) of this title.

(d) Limitation on enforcement. Subsection (a) shall

be enforced exclusively under section 1681s of

this title by the Federal agencies and officials

and the State officials identified in that section.

15 U.S.C. § 1681t. Relation to state laws

(a) In general. Except as provided in subsections

(b) and (c), this title does not annul, alter, affect,

or exempt any person subject to the provisions

of this subchapter from complying with the laws

of any State with respect to the collection, distri-

bution, or use of any information on consumers,

except to the extent that those laws are incon-

sistent with any provision of this subchapter,

and then only to the extent of the inconsistency.

(b) General exceptions. No requirement or prohibi-

tion may be imposed under the laws of any State:

(1) with respect to any subject matter regulated

under:

(A) subsection (c) or (e) of section 1681b of

this title, relating to the prescreening of

consumer reports;

(B) section 1681i, relating to the time by

which a consumer reporting agency

must take any action, including the pro-

vision of notification to a consumer or

other person, in any procedure related

to the disputed accuracy of information

in a consumer’s file, except that this sub-

paragraph shall not apply to any State

law in effect on September 30, 1996;

(C) subsections (a) and (b) of section 1681m

of this title, relating to the duties of a

person who takes any adverse action

with respect to a consumer;

(D) section 1681m(d) of this title, relating to

the duties of persons who use a con-

sumer report of a consumer in connec-

tion with any credit or insurance transac-

tion that is not initiated by the consumer

and that consists of a firm offer of credit

or insurance;

(E) section 1681c of this title, relating to in-

formation contained in consumer re-

ports, except that this subparagraph shall

not apply to any State law in effect on

September 30, 1996; or

(F) section 1681t of this title, relating to the

responsibilities of persons who furnish

information to consumer reporting agen-

cies, except that this paragraph shall not

apply:

(i) with respect to section 54A(a) of

chapter 93 of the Massachusetts

Annotated Laws (as in effect on Sep-

tember 30, 1996); or

(ii) with respect to section 1785.25(a) of

the California Civil Code (as in effect

on September 30, 1996);

(2) with respect to the exchange of information

among persons affiliated by common owner-

ship or common corporate control, except

that this paragraph shall not apply with re-

spect to subsection (a) or (c)(1) of section

2480e of title 9, Vermont Statutes Annotated

(as in effect on September 30, 1996); or
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(3) with respect to the form and content of any

disclosure required to be made under sec-

tion 1681g(c).

(c) Definition of firm offer of credit or insurance.

Notwithstanding any definition of the term “firm

offer of credit or insurance” (or any equivalent

term) under the laws of any State, the definition

of that term contained in section 1681a(l) shall

be construed to apply in the enforcement and

interpretation of the laws of any State governing

consumer reports.

(d) Limitations. Subsections (b) and (c):

(1) do not affect any settlement, agreement, or

consent judgment between any State Attorney

General and any consumer reporting agency

in effect on September 30, 1996; and

(2) do not apply to any provision of State law

(including any provision of a State constitu-

tion) that:

(A) is enacted after January 1, 2004;

(B) states explicitly that the provision is in-

tended to supplement this subchapter;

and

(C) gives greater protection to consumers

than is provided under this subchapter.
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15 U.S.C. § 1679. Findings and purposes

(a) Findings

The Congress makes the following findings:

(1) Consumers have a vital interest in establish-

ing and maintaining their credit worthiness

and credit standing in order to obtain and

use credit. As a result, consumers who have

experienced credit problems may seek

assistance from credit repair organizations

which offer to improve the credit standing of

such consumers.

(2) Certain advertising and business practices of

some companies engaged in the business of

credit repair services have worked a finan-

cial hardship upon consumers, particularly

those of limited economic means and who

are inexperienced in credit matters.

(b) Purposes

The purposes of this subchapter are -

(1) to ensure that prospective buyers of the ser-

vices of credit

repair organizations are provided with the

information necessary

to make an informed decision regarding the

purchase of such

services; and

(2) to protect the public from unfair or decep-

tive advertising

and business practices by credit repair orga-

nizations.

15 U.S.C. § 1679a. Definitions

For purposes of this subchapter, the following defi-

nitions apply:

(1) Consumer

The term “consumer’’ means an individual.

(2) Consumer credit transaction

The term “consumer credit transaction’’

means any transaction in which credit is of-

fered or extended to an individual for

personal, family, or household purposes.

(3) Credit repair organization

The term “credit repair organization’’ -

(A) means any person who uses any instru-

mentality of interstate commerce or the

mails to sell, provide, or perform (or

represent that such person can or will

sell, provide, or perform) any service, in

return for the payment of money or

other valuable consideration, for the ex-

press or implied purpose of -

(i) improving any consumer’s credit

record, credit history, or credit rat-

ing; or

(ii) providing advice or assistance to any

consumer with regard to any activity

or service described in clause (i);

and

(B) does not include -

(i) any nonprofit organization which is

exempt from taxation under section

501(c)(3) of title 26;

(ii) any creditor (as defined in section

1602 of this title), with respect to

any consumer, to the extent the

creditor is assisting the consumer to

restructure any debt owed by the

consumer to the creditor; or

(iii) any depository institution (as that

term is defined in section 1813 of

title 12) or any Federal or State

credit union (as those terms are de-

fined in section 1752 of title 12), or

any affiliate or subsidiary of such a

depository institution or credit

union.

(4) Credit

The term “credit’’ has the meaning given

to such term in section 1602(e) of this

title.

15 U.S.C. § 1679b. Prohibited practices

(a) In general

No person may -

(1) make any statement, or counsel or advise

any consumer to make any statement, which

is untrue or misleading (or which, upon

the exercise of reasonable care, should be

known by the credit repair organization, of-

ficer, employee, agent, or other person to be

Text of the Federal Credit Repair Organizations Act
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untrue or misleading) with respect to any

consumer’s credit worthiness, credit stand-

ing, or credit capacity to -

(A) any consumer reporting agency (as de-

fined in section 1681a(f) of this title); or

(B) any person -

(i) who has extended credit to the con-

sumer; or

(ii) to whom the consumer has applied

or is applying for an extension of

credit;

(2) make any statement, or counsel or advise

any consumer to make any statement, the

intended effect of which is to alter the

consumer’s identification to prevent the dis-

play of the consumer’s credit record, history,

or rating for the purpose of concealing ad-

verse information that is accurate and not

obsolete to -

(A) any consumer reporting agency;

(B) any person -

(i) who has extended credit to the con-

sumer; or

(ii) to whom the consumer has applied

or is applying for an

extension of credit;

(3) make or use any untrue or misleading repre-

sentation of the services of the credit repair

organization; or

(4) engage, directly or indirectly, in any act,

practice, or course of business that consti-

tutes or results in the commission of, or an

attempt to commit, a fraud or deception on

any person in connection with the offer or

sale of the services of the credit repair orga-

nization.

(b) Payment in advance

No credit repair organization may charge or re-

ceive any money or other valuable consideration

for the performance of any service which the

credit repair organization has agreed to perform

for any consumer before such service is fully

performed.

15 U.S.C. § 1679c. Disclosures

(a) Disclosure required

Any credit repair organization shall provide any

consumer with the following written statement

before any contract or agreement between the

consumer and the credit repair organization is

executed:

“CONSUMER CREDIT FILE RIGHTS UNDER

STATE AND FEDERAL LAW

“You have a right to dispute inaccurate informa-

tion in your credit report by contacting the

credit bureau directly. However, neither you nor

any ‘credit repair’ company or credit repair orga-

nization has the right to have accurate, current,

and verifiable information removed from your

credit report. The credit bureau must remove

accurate, negative information from your report

only if it is over 7 years old. Bankruptcy infor-

mation can be reported for 10 years.

“You have a right to obtain a copy of your

credit report from a credit bureau. You may be

charged a reasonable fee. There is no fee, how-

ever, if you have been turned down for credit,

employment, insurance, or a rental dwelling be-

cause of information in your credit report within

the preceding 60 days. The credit bureau must

provide someone to help you interpret the infor-

mation in your credit file. You are entitled to

receive a free copy of your credit report if you

are unemployed and intend to apply for em-

ployment in the next 60 days, if you are a re-

cipient of public welfare assistance, or if you

have reason to believe that there is inaccurate

information in your credit report due to fraud.

“You have a right to sue a credit repair organi-

zation that violates the Credit Repair Organiza-

tion Act. This law prohibits deceptive practices

by credit repair organizations.

“You have the right to cancel your contract with

any credit repair organization for any reason

within 3 business days from the date you signed it.

“Credit bureaus are required to follow reason-

able procedures to ensure that the information

they report is accurate. However, mistakes may

occur.
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“You may, on your own, notify a credit bureau

in writing that you dispute the accuracy of infor-

mation in your credit file. The credit bureau

must then reinvestigate and modify or remove

inaccurate or incomplete information. The credit

bureau may not charge any fee for this service.

Any pertinent information and copies of all

documents you have concerning an error should

be given to the credit bureau.

“If the credit bureau’s reinvestigation does not

resolve the dispute to your satisfaction, you may

send a brief statement to the credit bureau, to

be kept in your file, explaining why you think

the record is inaccurate. The credit bureau must

include a summary of your statement about dis-

puted information with any report it issues

about you.

“The Federal Trade Commission regulates credit

bureaus and credit repair organizations. For

more information contact:

“THE PUBLIC REFERENCE BRANCH

“FEDERAL TRADE COMMISSION

“WASHINGTON, D.C. 20580.”

(b) Separate statement requirement

The written statement required under this sec-

tion shall be provided as a document which is

separate from any written contract or other

agreement between the credit repair organiza-

tion and the consumer or any other written ma-

terial provided to the consumer.

(c) Retention of compliance records

(1) In general

The credit repair organization shall maintain

a copy of the statement signed by the con-

sumer acknowledging receipt of the state-

ment.

(2) Maintenance for 2 years

The copy of any consumer’s statement shall

be maintained in the organization’s files for

2 years after the date on which the statement

is signed by the consumer.

15 U.S.C. § 1679d. Credit repair organizations
contracts

(a) Written contracts required

No services may be provided by any credit re-

pair organization for any consumer -

(1) unless a written and dated contract (for the

purchase of such services) which meets the

requirements of subsection (b) of

this section has been signed by the con-

sumer; or

(2) before the end of the 3-business-day period

beginning on the date the contract is signed.

(b) Terms and conditions of contract

No contract referred to in subsection (a) of this

section meets the requirements of this subsec-

tion unless such contract includes (in writing) -

(1) the terms and conditions of payment, includ-

ing the total amount of all payments to be

made by the consumer to the credit

repair organization or to any other person;

(2) a full and detailed description of the services

to be performed by the credit repair organi-

zation for the consumer, including -

(A) all guarantees of performance; and

(B) an estimate of -

(i) the date by which the performance

of the services (to be performed by

the credit repair organization or any

other person) will be complete; or

(ii) the length of the period necessary to

perform such services;

(3) the credit repair organization’s name and

principal business address; and

(4) a conspicuous statement in bold face type,

in immediate proximity to the space reserved

for the consumer’s signature on the contract,

which reads as follows: “You may cancel this

contract without penalty or obligation at any

time before midnight of the 3rd business day

after the date on which you signed the con-

tract. See the attached notice of cancellation

form for an explanation of this right.’’
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15 U.S.C. § 1679e. Right to cancel contract

(a) In general

Any consumer may cancel any contract with any

credit repair organization without penalty or ob-

ligation by notifying the credit repair organiza-

tion of the consumer’s intention to do so at any

time before midnight of the 3rd business day

which begins after the date on which the con-

tract or agreement between the consumer and

the credit repair organization is executed or

would, but for this subsection, become enforce-

able against the parties.

(b) Cancellation form and other information

Each contract shall be accompanied by a form,

in duplicate, which has the heading “Notice of

Cancellation’’ and contains in boldface type the

following statement:

“You may cancel this contract, without any pen-

alty or obligation, at any time before midnight of

the 3rd day which

begins after the date the contract is signed by

you.

“To cancel this contract, mail or deliver a

signed, dated copy of this cancellation notice, or

any other written notice to (name of credit re-

pair organization) at (address of credit

repair organization ) before midnight on (date).

“I hereby cancel this transaction,

(date)

(purchaser’s signature).’’

(c) Consumer copy of contract required

Any consumer who enters into any contract with

any credit repair organization shall be given, by

the organization -

(1) a copy of the completed contract and the

disclosure

statement required under section 1679c of

this title; and

(2) a copy of any other document the credit

repair organization

requires the consumer to sign, at the time

the contract or the other document is signed.

15 U.S.C. § 1679f. Noncompliance with this
subchapter

(a) Consumer waivers invalid

Any waiver by any consumer of any protection

provided by or any right of the consumer under

this subchapter -

(1) shall be treated as void; and

(2) may not be enforced by any Federal or State

court or any other person.

(b) Attempt to obtain waiver

Any attempt by any person to obtain a waiver

from any consumer of any protection provided

by or any right of the consumer under this sub-

chapter shall be treated as a violation of this

subchapter.

(c) Contracts not in compliance

Any contract for services which does not comply

with the applicable provisions of this subchap-

ter-

(1) shall be treated as void; and

(2) may not be enforced by any Federal or State

court or any other person.

15 U.S.C. § 1679g. Civil liability

(a) Liability established

Any person who fails to comply with any provi-

sion of this subchapter with respect to any other

person shall be liable to such person in an

amount equal to the sum of the amounts deter-

mined under each of the following paragraphs:

(1) Actual damages

The greater of -

(A) the amount of any actual damage sus-

tained by such person as a result of such

failure; or

(B) any amount paid by the person to the

credit repair organization.

(2) Punitive damages

(A) Individual actions

In the case of any action by an indi-

vidual, such additional amount as the

court may allow.

(B) Class actions

In the case of a class action, the sum of -
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(i) the aggregate of the amount which

the court may allow for each named

plaintiff; and

(ii) the aggregate of the amount which

the court may allow for each other

class member, without regard to any

minimum individual recovery.

(3) Attorneys’ fees

In the case of any successful action to en-

force any liability

under paragraph (1) or (2), the costs of the

action, together

with reasonable attorneys’ fees.

(b) Factors to be considered in awarding punitive

damages

In determining the amount of any liability of any

credit repair organization under subsection

(a)(2) of this section, the court shall consider,

among other relevant factors -

(1) the frequency and persistence of noncompli-

ance by the

credit repair organization;

(2) the nature of the noncompliance;

(3) the extent to which such noncompliance

was intentional; and

(4) in the case of any class action, the number

of consumers adversely affected.

15 U.S.C. § 1679h. Administrative enforcement

(a) In general

Compliance with the requirements imposed un-

der this subchapter with respect to credit repair

organizations shall be enforced under the Fed-

eral Trade Commission Act (15 U.S.C. 41 et seq.)

by the Federal Trade Commission.

(b) Violations of this subchapter treated as viola-

tions of Federal

Trade Commission Act

(1) In general

For the purpose of the exercise by the Fed-

eral Trade Commission of the Commission’s

functions and powers under the Federal

Trade Commission Act (15 U.S.C. 41 et seq.),

any violation of any requirement or prohibi-

tion imposed under this subchapter with

respect to credit repair organizations shall

constitute an unfair or deceptive act or prac-

tice in commerce in violation of section 5(a)

of the Federal Trade Commission Act (15

U.S.C. 45(a)).

(2) Enforcement authority under other law

All functions and powers of the Federal

Trade Commission under the Federal Trade

Commission Act shall be available to the

Commission to enforce compliance with this

subchapter by any person subject to enforce-

ment by the Federal Trade Commission

pursuant to this subsection, including the

power to enforce the provisions of this sub-

chapter in the same manner as if the viola-

tion had been a violation of any Federal

Trade Commission trade regulation rule,

without regard to whether the credit repair

organization -

(A) is engaged in commerce; or

(B) meets any other jurisdictional tests in the

Federal Trade Commission Act.

(c) State action for violations

(1) Authority of States

In addition to such other remedies as are

provided under State law, whenever the

chief law enforcement officer of a State, or

an official or agency designated by a State,

has reason to believe that any person has

violated or is violating this subchapter, the

State -

(A) may bring an action to enjoin such viola-

tion;

(B) may bring an action on behalf of its resi-

dents to recover damages for which the

person is liable to such residents under

section 1679g of this title as a result of

the violation; and

(C) in the case of any successful action un-

der subparagraph (A) or (B), shall be

awarded the costs of the action and

reasonable attorney fees as determined

by the court.

(2) Rights of Commission
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(A) Notice to Commission

The State shall serve prior written notice

of any civil action under paragraph (1)

upon the Federal Trade Commission and

provide the Commission with a copy of

its complaint, except in any case where

such prior notice is not feasible, in

which case the State shall serve such no-

tice immediately upon instituting such

action.

(B) Intervention

The Commission shall have the right -

(i) to intervene in any action referred to

in subparagraph (A);

(ii) upon so intervening, to be heard on

all matters arising in the action; and

(iii) to file petitions for appeal.

(3) Investigatory powers

For purposes of bringing any action under

this subsection, nothing in this subsection

shall prevent the chief law enforcement of-

ficer, or an official or agency designated by

a State, from exercising the powers con-

ferred on the chief law enforcement officer

or such official by the laws of such State to

conduct investigations or to administer oaths

or affirmations or to compel the attendance

of witnesses or the production of documen-

tary and other evidence.

(4) Limitation

Whenever the Federal Trade Commission

has instituted a civil action for violation of

this subchapter, no State may, during the

pendency of such action, bring an action un-

der this section against any defendant named

in the complaint of the Commission for any

violation of this subchapter that is alleged in

that complaint.

15 U.S.C. § 1679i. Statute of limitations

Any action to enforce any liability under this sub-

chapter may be brought before the later of -

(1) the end of the 5-year period beginning on

the date of the occurrence of the violation

involved; or

(2) in any case in which any credit repair orga-

nization has materially and willfully misrep-

resented any information which -

(A) the credit repair organization is required,

by any provision of this subchapter, to

disclose to any consumer; and

(B) is material to the establishment of the

credit repair organization’s liability to the

consumer under this subchapter, the end

of the 5-year period beginning on the

date of the discovery by the consumer of

the misrepresentation.

15 U.S.C. § 1679j. Relation to State law

This subchapter shall not annul, alter, affect, or ex-

empt any person subject to the provisions of this

subchapter from complying with any law of any

State except to the extent that such law is inconsis-

tent with any provision of this subchapter, and then

only to the extent of the inconsistency.

�





Forms and Letters

A P P E N D I X

3

F-1: Outstanding Debts

F-2: Daily Expenditures

F-3: Monthly Income From All Sources

F-4: Dispute Credit Card Bill

F-5: Error on Credit Card Bill

F-6: Make Payment If Negative Information Removed or Account Re-aged

F-7: Request Short-Term Small Payments

F-8: Request Long-Term Small Payments

F-9: Request Short-Term Pay Nothing

F-10: Request Long-Term Pay Nothing

F-11: Request Rewrite of Loan Terms

F-12: Offer to Give Secured Property Back

F-13: Cashing Check Constitutes Payment in Full (Outside of California)

F-14: Cashing Check Constitutes Payment in Full—First Letter (California)

F-15: Cashing Check Constitutes Payment in Full—Second Letter (California)

F-16: Inform Creditor of Judgment Proof Status

F-17: Inform Creditor of Plan to File for Bankruptcy

F-18: Request Direct Negotiation With Creditor

F-19: Dispute Amount of Bill or Quality of Goods or Services Received

F-20: Collection Agency: Cease All Contact
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F-21: Complaint About Collection Agency Harassment

F-22: Request Credit File

F-23: Request Reinvestigation

F-24: Request Follow-Up After Reinvestigation

F-25: Request Removal of Incorrect Information by Creditor

F-26: Creditor Verification

F-27: Request Addition of Account Histories

F-28: Request Addition of Information Showing Stability



www.nolo.com©
no

lo

Outstanding Debts Monthly Payment Amount Behind

Rent or mortgage (include second mortgage, home equity loans)

� �

� �

� �

Utilities and telephone

� �

� �

� �

� �

Transportation expenses
car loans � �
maintenance payments � �
auto insurance � �

� �

� �

Child care

� �

� �

Alimony or child support

� �

� �

Education expenses
student loans � �

� �
tuition expenses � �

� �

Personal and other loans
bank loans � �
loan consolidator � �

� �

� �

� �

� �

Lawyers’ or accountants’ bills

� �

� �

� �

F-1

Outstanding Debts



©
no

lo

www.nolo.com

Outstanding Debts Monthly Payment Amount Behind

Medical (doctors’ and hospital) bills

� �

� �

� �

� �

Insurance
homeowner’s or renter’s � �
disability � �
medical or dental � �
life � �

� �

� �

Credit and charge cards

� �

� �

� �

� �

� �

� �

Department store charges

� �

� �

� �

� �

� �

Back taxes
Federal � �
State � �
Other (such as property) � �

Other unpaid bills

� �

� �

� �

� �

� �

� �

TOTALS �$ �$

F-1

Outstanding Debts (cont’d)
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s’yadnuS
serutidnepxE tsoC

s’yadnoM
serutidnepxE tsoC

s’yadseuT
serutidnepxE tsoC

s’yadsendeW
serutidnepxE tsoC

:latoTyliaD :latoTyliaD :latoTyliaD :latoTyliaD

s’yadsruhT
serutidnepxE tsoC

s’yadirF
serutidnepxE tsoC

s’yadrutaS
serutidnepxE tsoC

rehtO
serutidnepxE tsoC

:latoTyliaD :latoTyliaD :latoTyliaD :latoTylkeeW

F-2

Daily Expenditures for Week of ________________
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 Monthly Income From All Sources

1 2 3 4
Amount of Period covered Amount

Source of Income each payment by each payment per month

A. Wages or Salary

Job 1: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $

Job 2: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $

Job 3: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Social Security (FICA)

Union dues

Insurance payments

Child support wage withholding

Other mandatory deductions (specify):

Subtotal $



©
no
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 Monthly Income From All Sources (cont’d)

1 2 3 4
Amount of Period covered Amount

Source of Income each payment by each payment per month

B. Self-Employment Income

Job 1: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Self-employment taxes

Other mandatory deductions (specify):

Subtotal $

Job 2: Gross pay, including overtime: $

Subtract:

Federal taxes

State taxes

Self-employment taxes

Other mandatory deductions (specify):

Subtotal $

C. Other Sources

Bonuses

Dividends and interest

Rent, lease or license income

Royalties

Note or trust income

Alimony or child support you receive

Pension or retirement income

Social Security

Other public assistance

Other (specify):

Total monthly income $

F-3
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

I am writing to dispute the following charge that appears on my billing statement dated 
, 20 .

Merchant’s name:

Amount in dispute:

I am disputing this amount for the following reason(s):

As required by law, I have tried in good faith to resolve this dispute with the merchant. [Describe your ef-
forts. __________________________________________________________________________________.]

Furthermore, I wish to point out that this purchase was for more than $50 and was made [cross out one:]
in the state in which I live/within 100 miles of my home.

Please verify this dispute with the merchant and remove this item, and all late and interest charges attributed
to this item, from my billing statement.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

I am writing to point out an error that appears on my billing statement dated ,
20 .

Merchant’s name:

Amount in error:

The problem is as follows:

I understand that the law requires you to acknowledge receipt of this letter within 30 days unless you correct
this billing error before then. Furthermore, I understand that within two billing cycles (but in no event more
than 90 days), you must correct the error or explain why you believe the amount to be correct.

Sincerely,

[your signature]

Name:

Address:

Home phone:

F-5
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

On , 20 , I received a copy of my credit report from
. It lists my payments to you as delinquent.

My past financial problems are behind me and I am now in a position to pay off this debt. I can pay a
lump sum amount of $  or I can pay installments in the amount of $
per month for  months if you will agree to either of the following:

If I make a lump sum payment, you agree to remove the negative information from my credit file associ-
ated with the debt.

If I agree to pay off the debt in installments, you agree to re-age my account—that is, make the current
month the first repayment month and show no late payments as long as I make the agreed upon
monthly payments.

If my offer is acceptable to you, please initial one of the above lines, sign the acceptance below and
return this letter to me in the enclosed envelope.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Agreed to and accepted on this  day of , 20 .

By:

Name (print):

Title:

F-6
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

To Whom It May Concern:

At the present, I cannot pay the monthly amount required under the agreement for the following reason(s):

I can pay $  per month right now and expect to resume making the full monthly payment
when the following occurs:

Please accept the reduced payments until then. If necessary, add the unpaid amount to the end of the loan
or account period and extend it by a few months.

Thank you for your understanding and help. Please call or write within 20 days to let me know if this is
acceptable.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

To Whom It May Concern:

At the present, I cannot pay the monthly amount required under the agreement for the following reason(s):

I can pay you only $  per month for the indefinite future. Please accept the reduced
payments. I promise to inform you immediately if my financial condition improves and I am able to resume
making normal payments.

Thank you for your understanding and help. Please call or write within 20 days to let me know if this is
acceptable.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

To Whom It May Concern:

At the present, I cannot pay the monthly amount required under the agreement for the following reason(s):

For now, I cannot make any payments. I expect to resume making the full monthly payment when the
following occurs:

If necessary, add the unpaid amount to the end of the loan or account period and extend it by a few months.

Thank you for your understanding and help. Please call or write within 20 days if this is unacceptable.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

To Whom It May Concern:

At the present, I cannot pay the monthly amount required under the agreement for the following reason(s):

Due to my desperate financial situation, I cannot make any payments for the indefinite future. [Describe
hardship. _____________________________________________________________________________ ]

I promise to inform you immediately if my financial condition improves and I am able to resume making nor-
mal payments.

Thank you for your understanding and help. Please call or write within 20 days if this is unacceptable.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

To Whom It May Concern:

At the present, I cannot pay the monthly amount required under the agreement for the following reason(s):

I would like the terms of the loan rewritten in order to reduce the amount of the monthly payments.

Thank you for your understanding and help. Please call me as soon as possible in order that we may
discuss new loan terms.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

Date loan/account opened:

Total amount due:

Monthly payment amount:

Collateral:

To Whom It May Concern:

I cannot pay the monthly amount required under my agreement with you. I invite you to come pick up the
collateral, or to let me know where I can return it to you, if you can assure me in writing that the entire
debt will be canceled when the property is returned, and that I will not be liable for any deficiency judg-
ment.

Thank you for your attention to this matter. Please send me a confirmation within 20 days if this is
acceptable.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

Enclosed is a check for $  to cover the balance of the account. Cashing this check
constitutes payment in full.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

Regarding the above-referenced account, I dispute the amount you claim that I owe you for the following
reason(s):

I believe that I owe you no more than $ . It is obvious that there is a good faith
dispute over the amount of this bill.

To satisfy this debt, I will send you a check for $  with a restrictive endorsement;
if you cash that check, it will constitute an accord and satisfaction. In other words, you will receive from
me a check that states “cashing this check constitutes payment in full.” If you cash that check, it will take
care of what I owe you.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

Between 15 days and 90 days have passed since I sent you a letter dated ,
20  stating my intention to send you a check with a restrictive endorsement.

Enclosed is a check for $  to cover the balance of my account. This check is tendered
in accordance with my earlier letter. If you cash this check, you agree that my debt is satisfied in full.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Enclosed: Check stating on front: “This check is tendered in accordance with my letter of
, 20 . Cashing this check constitutes payment in full.”
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Attn: Collections Department

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

This letter is to advise you that I am not able to make payments on my account due to the following conditions:

I cannot work sufficient hours to meet my current expenses. My only sources of income are:

I am familiar with the law and know that I am “judgment proof.” If I file for bankruptcy, I will claim all my
property as exempt, and if you sue me and obtain a judgment, you could not collect any of my property to
satisfy the judgment.

Please cease all collection activities you have taken or are considering taking. While I will provide you
with reasonable financial or medical information, I must avoid stress. This includes high-pressure collection
activity and lawsuits.

If my current situation improves and I am able to resume payments, I will notify you at once.

Thank you for your understanding and help.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Attn: Collections Department

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

Please cease all collection activities you have taken or are considering taking against me. I am planning
to file a petition in bankruptcy court in the coming months.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Date:

Name(s) on account:

Account number:

Creditor:

To :

I have been contacted several times by you regarding my past due account with the credit grantor
referenced above. I do not, however, wish to discuss this matter with you. I would like to talk directly with
the creditor’s collections department.

Please contact the collections department of the credit grantor and indicate my desire to be in touch with
them.

Thank you for your help.

Sincerely,

[your signature]

Name:

Address:

Home phone:

cc: Credit grantor,
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Date:

To :

I am writing to dispute the following bill you are attempting to collect.

Name(s) on account:

Account number:

Creditor:

Amount in dispute:

I am disputing this bill for the following reason(s):

Please return this bill to the creditor immediately and remove any “sent to collection agency” notation that
may be in my credit file.

Thank you for your attention to this matter.

Sincerely,

[your signature]

Name:

Address:

Home phone:

cc: Credit grantor,
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Date:

Name(s) on account:

Account number:

Creditor:

To :

Since approximately , 20 , I have received several phone
calls and letters from you concerning my overdue account with the above-named creditor.

Accordingly, under 15 U.S.C. § 1692c, this is my formal notice to you to cease all further communications
with me.

Sincerely,

[your signature]

Name:

Address:

Home phone:
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Date:

Name(s) on account:

Account number:

Date loan/debt incurred:

Original loan/debt amount:

Amount past due:

Re: Collection agency:

To Whom It May Concern:

I have been unable to pay the full amount of the loan/debt noted above for the following reason(s):

Although I have an outstanding debt, I have the right to be treated by a collection agency with dignity and
respect. The collection agency you hired (and noted above), however, has engaged in the following
practices which violate the federal Fair Debt Collection Practices Act:

I am willing to forego the legal remedies I have available, including a lawsuit in small claims court seeking
punitive damages against you and the agency, in exchange for your written promise to permanently cease
all efforts to collect this debt and remove all negative entries regarding this debt from my credit file. I expect
to hear from you immediately.

Sincerely,

[your signature]

Name:

Address:

Home phone:

cc: Federal Trade Commission
State Collection Agency Licensing Board
Collection Agency:
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Date:

To Whom It May Concern:

Please send me a copy of my credit report.

Full name:

Date of birth:

Social Security number:

Spouse’s name:

Telephone number:

Current address:

Previous address:

(Check one:)

I was denied credit on   by 

. Enclosed is a copy of the rejection letter.

 I hereby certify that I am unemployed and intend to apply for a job within the next 60 days.

I hereby certify that I receive public assistance/welfare.

I hereby certify that I believe there is erroneous information in my file due to fraud.

I am requesting my annual complimentary credit report. Enclosed is a copy of a document identifying

me by my name and address.

I have not been denied credit within the preceding 60 days. Enclosed is a copy of a document

identifying me by my name and address and payment in the amount of $ .

Thank you for your attention to this matter.

Sincerely,

[your signature]
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Date:

This is a request for you to reinvestigate the following items which appear on my credit report:

The following personal information about me is incorrect:

Erroneous Information Correct Information

The following accounts are not mine:

Creditor’s Name Account Number Explanation

The account status is incorrect for the following accounts:

Creditor’s Name Account Number Correct Status

The following information is too old to be included in my report:

Creditor’s Name Account Number Date of Last Activity

The following inquiries are older than two years:

Creditor’s Name Date of Inquiry

The following inquiries were not authorized:

Creditor’s Name Date of Inquiry Explanation



©
no

lo

www.nolo.com

The following accounts were closed by me and should say so:

Creditor’s Name Account Number

Other incorrect information:

Explanation

I understand that you will check each item, above, with the credit grantor reporting the information, and
remove any information the credit grantor cannot verify. I further understand that under 15 U.S.C.
§1681i(a), you must complete your reinvestigation within 30 days of receipt of this letter. Thank you for
your attention to this matter.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Social Security number:

F-23
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Date:

To Whom It May Concern:

On , 20 , I sent you a request to reinvestigate several
items which were on my credit report. I have enclosed a photocopy of my original request. The federal
Fair Credit Reporting Act requires that you complete your reinvestigation of my request within 30 days. It
has been more than 30 days.

I assume that I have not received a reply because you have been unable to verify the information. There-
fore, please remove the incorrect items from my credit report at once and send me and anyone who has
requested a copy of my credit report within the previous six months or within the previous two years if re-
quested for employment purposes a corrected credit report.

Thank you for your immediate attention to this matter. I have sent a copy of this letter to the Federal Trade
Commission.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Social Security number:

cc: Federal Trade Commission
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Date:

To Whom It May Concern:

On , 20  , I received a copy of my credit report from

credit bureau. Included in that report was the following incorrect information reported by you:

I requested that the credit bureau remove that information from my file. The bureau has refused, however,
informing me that your company claims the information is accurate as reported.

This is not true. The following is the correct information:

I have enclosed copies of the following documentation supporting my claim that the information you
reported is incorrect:

This negative mark is damaging my credit. Please contract Experian, Trans Union and Equifax immediately
and remove this information from my credit file. I expect to receive confirmation from you within 20 days
that you have directed the credit bureaus to remove this information.

Thank you for your immediate attention to this matter.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Social Security number:
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Attn: Customer Service

Date:

Name(s) on account:

Account number:

To Whom It May Concern:

On , 20 , I received a copy of my credit report from you.
It included erroneous information reported by .

I just received a letter from that creditor indicating that in fact, the information in my credit report is not
accurate and should not be in my credit file. I have enclosed a copy of the letter.

OR

On , 20 , I met with 
 from the above-named creditor. This person agreed

with me that the information in my credit report is not accurate and should not be in my credit file. You can
reach this person at ( ) .

This negative mark is damaging my credit. Please remove the information at once and issue me and any-
one who has requested a copy of my credit report within the previous six months or within the previous two
years if requested for employment purposes a new credit report.

Sincerely,

[your signature]

Name:

Address:

Home phone:

Social Security number:





www.nolo.com©
no

lo F-27

Date:

Re (name):

Current address:

Telephone number:

Date of birth:

Social Security number:

Spouse’s name:

To Whom It May Concern:

I received a copy of my credit report from your company on  and found
accounts missing. Please add the following account histories to my credit file. I have enclosed photocopies
of my most recent account statement and photocopies of canceled checks showing my payment history.

Creditor’s Creditor’s Account Date Credit Limit or Outstanding
Name Billing Address Number Opened Amount of Loan Balance

Once you have processed this request, please send me an updated credit report. If there is a fee of any
kind, please let me know the amount so that I can send you a check. If you are unable to add these ac-
counts to my credit report, please send me an explanation.

Thank you for your prompt attention to this matter.

Sincerely,

[your signature]
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Date:

Re (name):

Current address:

Telephone number:

Date of birth:

Social Security number:

Spouse’s name:

To Whom It May Concern:

I received a copy of my credit report from your company on  and
found that important information was missing. Please add the following information to my credit file. I have
enclosed photocopies of verifying documentation.

Once you have processed this request, please send me an updated credit report. If there is a fee of any
kind, please let me know the amount so that I can send you a check. If you are unable to add this informa-
tion to my credit report, please send me an explanation.

Thank you for your prompt attention to this matter.

Sincerely,

[your signature]
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T he tear-out forms in Appendix 3 are in

cluded on a CD-ROM disk in the back of

the book. This CD-ROM, which can be used

with Windows computers, installs files that can be

opened, printed and edited using a word processor

or other software. It is NOT a stand-alone software

program. Please read this Appendix and the

README.TXT file included on the CD-ROM for in-

structions on using the forms CD.

Note to Mac users: This CD-ROM and its files

should also work on a Macintosh and other operat-

ing systems. Please note, however, that Nolo cannot

provide technical support for non-Windows users.

How to View the README File

If you do not know how to view the file

README.TXT, insert the forms disk into your

computer’s CD-ROM drive and follow these

instructions:

• Windows 9x, 200 and Me: (1) On your

PC’s desktop, double-click the My Com-

puter icon; (2) double-click the icon for

the CD-ROM drive into which the forms

disk was inserted; (3) double-click the file

README.TXT.

• Macintosh: (1) On your Mac desktop,

double-click the icon for the CD-ROM that

you inserted; (2) double-click on the file

README.TXT.

While the README file is open, print it out

by using the Print command in the File menu.

A. Installing the Form Files
Onto Your Computer

Word processing forms that you can open, com-

plete, print and save with your word processing

program (see Section B, below) are contained on

the CD-ROM. Before you can do anything with the

files on the CD-ROM, you need to install them onto

your hard disk. In accordance with U.S. copyright

laws, remember that copies of the disk and its files

are for your personal use only.

Insert the forms CD and do the following:

1. Windows 9x, 2000 and Me Users

Follow the instructions that appear on the screen.

(If nothing happens when you insert the forms CD-

ROM, then (1) double-click the My Computer icon;

(2) double-click the icon for the CD-ROM drive into

which the forms disk was inserted; and (3) double

click the file WELCOME.EXE.)

By default, all the files are installed to the

\Credit Repair Forms folder in the \Program Files

folder of your computer. A folder called “Credit Re-

pair Forms” is added to the “Programs” folder of the

Start menu.

2. Macintosh Users

Step 1: If the “Credit Repair CD” window is not

open, open it by double-clicking the “Credit

Repair CD” icon.

Step 2: Select the “Credit Repair Forms” folder icon.

Step 3: Drag and drop the folder icon onto the icon

of your hard disk.

B. Using the Word Processing
Files to Create Documents

This section concerns the files for forms that can be

opened and edited with your word processing pro-

gram. All forms and their filenames are listed at the

beginning of Appendix 3.

All word processing forms come in rich text for-

mat (these files have the extension .RTF).
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For example, the form for the Form F-1: Out-

standing Debts discussed in Chapter 1 is on the file

F01.RTF. All forms, their file names and file formats

are listed in Appendix 3.

RTF files can be read by most recent word pro-

cessing programs including all versions of MS Word

for Windows and Macintosh, WordPad for Win-

dows, and recent versions of WordPerfect for Win-

dows and Macintosh.

To use a form from the CD to create your docu-

ments you must: (1) open a file in your word pro-

cessor or text editor; (2) edit the form by filling in

the required information; (3) print it out; (4) rename

and save your revised file.

The following are general instructions on how to

do this. However, each word processor uses differ-

ent commands to open, format, save and print

documents. Please read your word processor’s

manual for specific instructions on performing these

tasks.

Do not call Nolo’s technical support if you have

questions on how to use yoru word processor.

Step 1: Opening a File

There are three ways to open the word processing

files included on the CD-ROM after you have in-

stalled them onto your computer.

• Windows users can open a file by selecting

its “shortcut” as follows: (1) Click the Win-

dows “Start” button; (2) open the “Programs”

folder; (3) open the “Credit Repair Forms”

subfolder; and (4) click on the shortcut to the

form you want to work with.

• Both Windows and Macintosh users can open

a file directly by double-clicking on it. Use

My Computer or Windows Explorer (Win-

dows 9x, 2000 and Me) or the Finder

(Macintosh) to go to the folder you installed

or copied the disk’s files to. Then, double-

click on the specific file you want to open.

Where Are the Files Installed?

Windows Users

• RTF files are installed by default to a folder

named \Credit Repair Forms in the \Pro-

gram Files folder of your computer.

Macintosh Users

• RTF files are located in the the “Credit Re-

pair Forms” folder.

You can also open a file from within your

word processor. To do this, you must first start

your word processor. Then, go to the File

menu and choose the Open command. This

opens a dialog box where you will tell the pro-

gram (1) the type of file you want to open

(*.RTF); and (2) the location and name of the

file (you will need to navigate through the di-

rectory tree to get to the folder on your hard

disk where the CD’s files have been installed).

If these directions are unclear you will need to

look through the manual for your word pro-

cessing program—Nolo’s technical support de-

partment will NOT be able to help you with

the use of your word processing program.

Step 2: Editing Your Document

Fill in the appropriate information according to the

instructions and sample agreements in the book.

Underlines are used to indicate where you need to

enter your information, frequently followed by in-

structions in brackets. Be sure to delete the under-

lines and instructions from your edited document. If

you do not know how to use your word processor

to edit a document, you will need to look through

the manual for your word processing program—

Nolo’s technical support department will NOT be

able to help you with the use of your word process-

ing program.
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Editing Forms That Have Optional
or Alternative Text

Some of the forms have check boxes before

text. The check boxes indicate:

• Optional text, which you choose whether

to include or exclude

• Alternative text, where you select one al-

ternative to include and exclude the other

alternatives.

If you are using the tear-out forms in Ap-

pendix 3, you simply mark the appropriate box

to make your choice.

If you are using the forms CD, however, we

recommend that instead of marking the check

boxes, you do the following:

Optional text
If you don’t want to include optional text,

just delete it from your document.

If you do want to include optional text,

just leave it in your document.

In either case, delete the check box itself as

well as the italicized instructions that the text is

optional.

Alternative text
First delete all the alternatives that you do

not want to include.

Then delete the remaining check boxes, as

well as the italicized instructions that you need

to select one of the alternatives provided.

Step 3: Printing Out the Document

Use your word processor’s or text editor’s “Print”

command to print out your document. If you do not

know how to use your word processor to print a

document, you will need to look through the

manual for your word processing program—Nolo’s

technical support department will not be able to

help you with the use of your word processing pro-

gram.

Step 4: Saving Your Document

After filling in the form, use the “Save As” command

to save and rename the file. Because all the files are

“read-only,” you will not be able to use the “Save”

command. This is for your protection. If you save

the file without renaming it, the underlines that in-

dicate where you need to enter your information will

be lost and you will not be able to create a new

document with this file without recopying the origi-

nal file from the CD-ROM.

If you do not know how to use your word pro-

cessor to save a document, you will need to look

through the manual for your word processing pro-

gram—Nolo’s technical support department will not

be able to help you with the use of your word pro-

cessing program. �
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Consolidation loans, 1/6
Consumer Action, 6/10
Consumer Credit Counseling Service (CCCS), A1/4
Consumers Union, 6/10
Cosigners and guarantors, 6/7
Counseling. See Credit and debt counseling agencies
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Credit and charge card bills, 2/12-14
Credit and debt counseling agencies, 1/8, A1/2-4

nonprofit status and, A1/2
questions to ask, A1/3

Credit bureaus, 4/2
contact information, 4/7
filing a complaint against, 4/29
“fraud alert” statements and, 4/35
laws regulating, 4/11
See also Equifax; Experian; Trans Union

Credit cards
adding you as authorized user, 6/7-8
applying for, 6/4-7
closing accounts, 6/9
discharged debt collection attempts, 6/7
number of, 6/9
secured credit cards, 6/8

Credit evaluation criteria, 5/3-5
Credit lines, 1/4-5
Creditor Verification form, 4/28
Credit repair clinics

caution about, 1/8, 6/11-13
state laws about, 6/12

Credit Repair Organizations Act, 6/12
text of, A2/32-37

Credit reports
adding information to file, 4/31-33
contents of, 4/3-4
copies, obtaining, 4/5-7
cost of, 4/5-6
disputing information, 4/26-29
positive account histories, adding to file, 4/31
request removal of negative information, 3/16
reviewing sample reports, 4/7-10
reviewing your report, 4/11-12
sample reports, 4/13-25
statements, adding to file, 4/29-30
time limits on items in, 4/10-11
who can access your report, 5/2-3

Credit scores, 5/4-5
Current debts, dealing with, 3/2-15
Cutting expenses, 1/3-4

D
Daily expenditure tracking, 2/2-4
Debit cards, 3/15
Debt burden

current debts, 3/2-15

figuring out, 1/2
options for dealing with, 1/3-10
preventing future problems, 2/11

Debt Collection Services Office (DOE), 3/10
Debt consolidation companies, 1/7
Debt counseling. See Credit and debt counseling

agencies
Debt Counselors of America. See Myvesta.org
Debtors Anonymous, 6/2, A1/4
Debts, secured and unsecured, 3/3
Deed in lieu of foreclosure, 3/6
Default account reporting, to credit bureaus, 4/3-4
Deferment of student loans, 3/10-11
Deficiency balance, house foreclosure and, 3/6
Delinquent (past due) accounts, 3/15-19
Dental bills, 3/12
Deposit accounts, opening, 6/10
Discharged debt collection attempts, 6/7
Discrimination, 6/13-16
Dispute Amount of Bill or Quality of Goods or Ser-

vices Received form, 3/20
Disputing a credit or charge card bill, 3/13
Doctor bills, 3/12

E
Editing form and letter files, A4/3-4
Employers, and credit reviews, 4/2
Equal Credit Opportunity Act, discrimination prohi-

bitions, 6/13-15
Equifax, 4/2

contact information, 4/7
Credit Profile, 4/13-14
phone number for fraud alert statement, 4/35
phone number for stolen check reporting, 4/35
report format of, 4/7-8

Errors on credit or charge card bills, 3/13-14
Evictions, U.D. Registry for, 4/2
Exempt property, 1/3
Expenses

categories for budgeting, 2/8
daily expenditure tracking, 2/2-4
reducing, 1/3-4

Experian, 4/2
contact information, 4/7
credit report sample, 4/19-25
phone number for fraud alert statement, 4/35
report format of, 4/10
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F
Fair, Isaac and Company, 5/4
Fair Credit Reporting Act (FCRA), 4/11

text of, A2/2-31
Fair Debt Collections Practices Act, 3/21-22

creditors’ reporting requirements, 4/28
Fair Housing Act, discrimination prohibitions, 6/13-15
False representations, collection agent and, 3/22
Fannie Mae, 3/7

Home Keeper Mortgage Program, 1/5, 1/6
FCC ( Federal Communications Commission), 4/35
FCRA. See Fair Credit Reporting Act
FDCPA (Fair Debt Collections Practices Act), 3/21-22
Federal Communications Commission, 4/35
Federal Consumer Information Center, 4/36
Federal Credit Repair Organizations Act. See Credit

Repair Organizations Act
Federal Fair Credit Reporting Act. See Fair Credit Re-

porting Act (FCRA)
Federal government, home loans and, 3/7
Federal Housing Administration, Home Equity Con-

version Mortgage Program, 1/5, 1/6
Federal Trade Commission

bank fee information, 6/10
credit discrimination complaints, 6/16
identity theft resources, 4/29
notice requirements for cosigners, 6/7
offices, 4/29

Fees
bank fees, 6/10
credit cards, 6/6
home equity loans, 1/5

FHA. See Fair Housing Act; Federal Housing Admin-
istration

Finance companies, borrowing from, 1/6-7
Financial emergencies, 1/2
Forbearance of student loan payments, 3/11
Foreclosures, 3/6-7
Forms

blank forms and letters, A3
Cashing Check Constitutes Payment in Full, 3/18,

3/20
Collection Agency: Cease All Contact, 3/20
Complaint About Collection Agency Harassment,

3/23
Creditor Verification, 4/28
Dispute Amount of Bill or Quality of Goods or

Services Received, 3/20
for negotiating with creditors, 3/18
Request Addition of Account Histories, 4/31

Request Addition of Information Showing Stability,
4/31

Request Direct Negotiation With Creditor, 3/19
Request Follow-Up After Reinvestigation, 4/27
Request Reinvestigation, 4/26-27
Request Removal of Incorrect Information by

Creditor, 4/28
See also Letters; Sample documents

Forms CD-ROM
installing the files, A4/2
opening and editing files, A4/3-4
printing and saving files, A4/4

401(k) plans, withdrawing or borrowing money
from, 1/4

“Fraud alert” statements, in credit file, 4/35
Freddie Mac, 3/7
FTC. See Federal Trade Commission

G
Guarantors and cosigners, 6/7

H
Harassment

collection agent and, 3/22
Complaint About Collection Agency Harassment

form, 3/23
Home equity loans, 1/4-5

I
Identity theft, 4/32-36

avoiding, 4/33-34
consequences of, 4/32
dealing with, 4/34-35
how it is done, 4/33
protection products and insurance, 4/36
Social Security number and, 4/34

Identity Theft and Assumption Deterrence Act, 4/36
Income, tracking by month, 2/4-7
Inquiries, on credit report, 4/4
Insolvency, declaring to the IRS, 1/8
Installing the form files, A4/2
Insurance companies, and credit reviews, 4/2
Insurance policy payments, 3/12
Interest rates

credit and charge card bills, 3/13
evaluating credit card rates, 6/5
home equity loans, 1/5
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International Check Service, 4/35
Internet resources. See Resources
Investigative reports, 4/4
IRAs, withdrawing money from, 1/4
IRS

contact information, 1/7
taxes and debt settlements, 1/8

IRS Form 982, 1/8
IRS Form 1099-C, 1/8

J
“Judgment proof” individuals, 1/3

L
Landlords and rent payments, 3/4-5
Lawyers, bills from, 3/12
Layaway plans, 6/10
Lease payments for cars, 3/8-9
Letters

blank forms and letters, A3
negotiation letters on CD-ROM, 3/15
tips for sending, 3/2
See also Forms CD-ROM; Sample documents

Level payments for utility bills, 3/8
Loans. See Bank loans
Loan sharking, and debt consolidation companies,

1/7
Lump-sum payments to collection agencies, 3/20-21

M
Marital status discrimination, 6/15
Medical Information Bureau (MIB), 4/2
MIB (Medical Information Bureau), 4/2
Misleading representations, collection agent and, 3/22
Monthly account reporting, to credit bureaus, 4/3
Monthly Budget, 2/9-10
Monthly Income from All Sources, 2/5-6
Mortgage counseling agencies (HUD-approved), 3/7
Mortgage payments, 3/6-7
Myvesta.org, A1/4

N
National Consumer Law Center, 1/7
National origin discrimination, 6/14
National Processing Company, 4/35
National Student Loan Data Base, 3/9
Negotiation with creditors, 1/8

forms for, 3/18

re-aging of account, 3/16
request removal of negative information in credit

file, 3/16
tips for, 3/2, 3/4, 3/17

O
Older persons, reverse mortgages, 1/5-6
Online resources. See Resources
Overspending, avoiding, 2/2-11

P
Past due accounts, dealing with, 3/15-19
“Past due” letters, 3/16
Pawnshops, 1/7
Payday loans, 1/7
Personal information, in credit report, 4/3
Personal property as collateral, 3/9
Predatory lenders, 1/5
Printing form and letter files, A4/4
Public records, credit bureaus and, 4/4

R
Race discrimination, 6/14
Ram Research, 6/8
Re-aging of account, 3/16
Re-establishing credit. See Building good credit
Removal of negative information in credit file, 3/16,

4/28
Rent payments, 3/4-6
Request Addition of Account Histories form, 4/31
Request Direct Negotiation With Creditor form, 3/19
Request Follow-Up After Reinvestigation form, 4/27
Request Reinvestigation form, 4/26-27
Request Removal of Incorrect Information by Credi-

tor form, 4/28
Reverse mortgages, 1/5-6

S
Saving form and letter files, A4/4
Secured credit cards, 6/8-9
Secured debts, 3/3
Selling major assets, 1/3
Sex discrimination, 6/14
Sexual orientation discrimination, 6/15
Social Security Administration, identity theft and, 4/35
Social Security numbers, identity theft and, 4/34
Spending plan. See Budget plan
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State consumer protection agencies, A1/7-11
State laws, credit repair clinics, 6/12
Stolen check reporting, 4/35
Student loans, 3/9-12

canceling, 3/10
consolidating, 3/11
default and rehabilitating your loan, 3/12
deferments, 3/10-11
flexible payment options, 3/11-12
forbearance, 3/11
resources, 3/9
types of, 3/9

T
Tax-deferred retirement accounts, withdrawing

money from, 1/4
Taxes. See IRS
Tax refund anticipation loans, 1/7
Telecheck, 4/35
Telephone bills, 3/8

Three “Cs” and credit evaluation, 5/3-4
Time limits on items in credit reports, 4/10-11
Trans Union, 4/2

contact information, 4/7
Credit Report, 4/15-18
phone number for fraud alert statement, 4/35
report format of, 4/8-10

U
U.D. Registry, 4/2
Unauthorized credit card use, 3/14
Unfair practices, collection agent and, 3/22
United States Public Interest Research Group, 6/4,

6/10
Unsecured debts, 3/3
Utility bills, 3/8

V
Voluntary simplicity, 6/2 �
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How to Form Your Own California Corporation (Book w/CD-ROM) ............................................... $34.95 CCOR

How to Form Your Own New York Corporation (Book w/Disk—PC) .............................................. $39.95 NYCO

How to Form Your Own Texas Corporation (Book w/CD-ROM) ...................................................... $39.95 TCOR

How to Write a Business Plan ......................................................................................................... $29.95 SBS

The Independent Paralegal’s Handbook ........................................................................................... $29.95 PARA

Leasing Space for Your Small Business ............................................................................................. $34.95 LESP

Legal Guide for Starting & Running a Small Business ..................................................................... $34.95 RUNS

Legal Forms for Starting & Running a Small Business (Book w/CD-ROM) ...................................... $29.95 RUNS2

Marketing Without Advertising ...................................................................................................... $22.00 MWAD
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Nolo’s California Quick Corp (Quick & Legal Series) ....................................................................... $19.95 QINC

Nolo’s Guide to Social Security Disability ........................................................................................ $29.95 QSS

Nolo’s Quick LLC (Quick & Legal Series) ......................................................................................... $24.95 LLCQ

The Small Business Start-up Kit (Book w/CD-ROM) ...................................................................... $29.95 SMBU

The Small Business Start-up Kit for California (Book w/CD-ROM) ................................................. $29.95 OPEN
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Starting & Running a Successful Newsletter or Magazine ................................................................ $29.95 MAG

Tax Savvy for Small Business ............................................................................................................ $34.95 SAVVY

Working for Yourself: Law & Taxes for the Self-Employed ............................................................... $39.95 WAGE

Your Limited Liability Company: An Operating Manual (Book w/Disk—PC) ................................. $49.95 LOP

Your Rights in the Workplace ......................................................................................................... $29.95 YRW

CONSUMER

Fed Up with the Legal System: What’s Wrong & How to Fix It ....................................................... $9.95 LEG

How to Win Your Personal Injury Claim ......................................................................................... $29.95 PICL

Nolo’s Encyclopedia of Everyday Law ............................................................................................... $28.95 EVL

Nolo’s Pocket Guide to California Law ............................................................................................ $15.95 CLAW

Trouble-Free Travel...And What to Do When Things Go Wrong .................................................... $14.95 TRAV

ESTATE PLANNING & PROBATE

8 Ways to Avoid Probate (Quick & Legal Series) .............................................................................. $16.95 PRO8

9 Ways to Avoid Estate Taxes (Quick & Legal Series) ....................................................................... $29.95 ESTX

Estate Planning Basics (Quick & Legal Series) .................................................................................. $18.95 ESPN

How to Probate an Estate in California ............................................................................................ $49.95 PAE

Make Your Own Living Trust (Book w/CD-ROM) ........................................................................... $34.95 LITR

Nolo’s Law Form Kit: Wills ............................................................................................................. $24.95 KWL

Nolo’s Simple Will Book (Book w/CD-ROM) .................................................................................. $34.95 SWIL

Plan Your Estate .............................................................................................................................. $39.95 NEST

Quick & Legal Will Book (Quick & Legal Series) ............................................................................. $15.95 QUIC

FAMILY MATTERS

Child Custody: Building Parenting Agreements That Work ............................................................ $29.95 CUST

The Complete IEP Guide ................................................................................................................ $24.95 IEP

Divorce & Money: How to Make the Best Financial Decisions During Divorce ................................ $34.95 DIMO

Do Your Own Divorce in Oregon .................................................................................................... $29.95 ODIV

Get a Life: You Don’t Need a Million to Retire Well ....................................................................... $24.95 LIFE

The Guardianship Book for California ............................................................................................. $34.95 GB

How to Adopt Your Stepchild in California (Book w/CD-ROM) ...................................................... $34.95 ADOP

A Legal Guide for Lesbian and Gay Couples .................................................................................... $25.95 LG

Living Together: A Legal Guide (Book w/CD-ROM) ....................................................................... $34.95 LTK
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GOING TO COURT
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Everybody’s Guide to Small Claims Court (National Edition) .......................................................... $24.95 NSCC
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How to Mediate Your Dispute ......................................................................................................... $18.95 MEDI
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HOMEOWNERS, LANDLORDS & TENANTS
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IMMIGRATION

How to Get a Green Card ................................................................................................................ $29.95 GRN

U.S. Immigration Made Easy ........................................................................................................... $44.95 IMEZ

MONEY MATTERS

101 Law Forms for Personal Use (Book w/Disk—PC) ...................................................................... $29.95 SPOT

Bankruptcy: Is It the Right Solution to Your Debt Problems? (Quick & Legal Series) ...................... $19.95 BRS
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Nolo’s Law Form Kit: Personal Bankruptcy ..................................................................................... $24.95 KBNK
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The Copyright Handbook: How to Protect and Use Written Works (Book w/CD-ROM) ................. $34.95 COHA
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Getting Permission: How to License and Clear Copyrighted Materials

Online and Off (Book w/Disk—PC) .............................................................................................. $34.95 RIPER

How to Make Patent Drawings Yourself .......................................................................................... $29.95 DRAW
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Nolo’s Patents for Beginners (Quick & Legal Series) ......................................................................... $29.95 QPAT

License Your Invention (Book w/Disk—PC) .................................................................................... $39.95 LICE

Patent, Copyright & Trademark ....................................................................................................... $34.95 PCTM
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Save 35% on the latest edition of your Nolo book

Because laws and legal procedures change often, we update our books regularly. To help
keep you up-to-date, we are extending this special upgrade offer. Cut out and mail the
title portion of the cover of your old Nolo book and we’ll give you 35% off the retail
price of the NEW EDITION of that book when you purchase directly from Nolo.
This offer is to individuals only.

Call us today at 1-800-728-3555

Special
Upgrade Offer

Prices and offer subject to change without notice.

SENIORS

Beat the Nursing Home Trap: A Consumer’s Guide to Assisted Living and Long-Term Care ........... $21.95 ELD

The Conservatorship Book for California .......................................................................................... $44.95 CNSV

Social Security, Medicare & Pensions ................................................................................................ $24.95 SOA

SOFTWARE

Call or check our website at www.nolo.com
for special discounts on Software!

LeaseWriter CD—Windows ............................................................................................................ $129.95 LWD1

LLC Maker—Windows .................................................................................................................... $89.95 LLP1

Personal RecordKeeper 5.0 CD—Windows ..................................................................................... $59.95 RKD5

Quicken Lawyer 2002 Business Deluxe—Windows ......................................................................... $79.95 SBQB2

Quicken Lawyer 2002 Personal Deluxe—Windows ......................................................................... $69.95 WQP2
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Our “No-Hassle”
Guarantee

Return anything you buy directly
from Nolo for any reason and we’ll
cheerfully refund your purchase
price. No ifs, ands or buts.

�  Check here if you do not wish to
receive mailings from other companies

Basic Shipping—$5

Use for P.O. Boxes, Northern California
and Ground Service.

Allow 1-2 weeks for delivery. U.S. addresses only.

Method of payment

 Check   VISA       MasterCard

  Discover Card      American Express

Subtotal

Add your local sales tax (California only)

Shipping: RUSH $9, Basic $5 (See below)

“I bought 3, ship it to me FREE!”(Ground shipping only)

TOTAL

Item Code Quantity Item Unit Price Total Price

Order Form

Shipping and Handling

h

Rush Delivery—Only $9

We’ll ship any order to any street address in the U.S.
by UPS 2nd Day Air* for only $9!

* Order by noon Pacific Time and get your order in 2 business days. Orders placed
after noon Pacific Time will arrive in 3 business days. P.O. boxes and S.F. Bay
Area use basic shipping. Alaska and Hawaii use 2nd Day Air or Priority Mail.

For faster service, use your credit card and our toll-free numbers

Call our customer service group
Monday thru Friday 7am to 7pm PST

Phone 1-800-728-3555

Fax 1-800-645-0895
Mail Nolo

950 Parker St.
Berkeley, CA 94710

Order 24 hours a day @
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Law for All

Money Troubles
Legal Strategies to Cope With Your Debts
by Attorney Robin Leonard

Feeling overwhelmed by your debts? Money Troubles is exactly what you need!  Learn, step

by step, how to deal with credit reports and credit bureaus, negotiate with your creditors,

challenge wage attachments, stop collection harassment, contend with repossessions, and

respond to a lawsuit and rebuild your credit.

This essential book also includes sample letters to creditors, worksheets and charts to

calculate your debts and expenses and help you create a repayment plan.

$29.95/MT

Take Control of Your Student Loan Debt
by Attorneys Robin Leonard & Deane Loonin

What’s black and blue and scared all over? A graduate student facing a student loan!

Fortunately, there are simple and effective ways for students to get out of debt—all of

which are detailed in Take Control of Your Student Loan Debt.

This book presents simple, effective ways for you to get out of student-loan debt.  Find out

about repayment options, how to postpone repayment, how to avoid or get out of default,

how to handle collection efforts and when to choose bankruptcy. Includes sample forms

and letters.

$26.95/SLOAN

Personal RecordKeeper 5.0
Windows CD-ROM
Software
Forget the promise of a “paperless office.” From bank statements and insurance policies to

dental records and business cards, life is filled with paperwork. Get organized with Personal

RecordKeeper 5, the ultimate record-keeping software.

With 27 categories and 230 subcategories, Personal RecordKeeper 5 provides a place for all

your records.  Easily organize information about your business, financial and family

records, keep track of your estate-planning documents, create a home inventory, generate

net-worth reports, avoid insurance losses, record personal and family history, and much

more.

$59.95/RKD5
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