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...and there’s
nothing better than

saving money.

There’s no place like home...

The Family Mortgage Guide
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Whether you’re purchasing a home for the first 
time, or you’re moving on to your second 

home or vacation property, the entire process can be 
a bit overwhelming. Purchasing a home can be full of 
unknowns, especially when it comes to the financing. 

As a seasoned mortgage lender, I’ve put together 
this free resource in hopes that it will alleviate the 
stress of your home purchase by providing valuable 
information and check lists that will better prepare 
you before you sign on the dotted line.

You know the old saying, “knowledge is power.” I 
hope the knowledge that is shared in this free resource 
will better prepare you for the purchase of your home, 
allowing you to free your mind and concentrate on 
the important things, like what color you’re going to 
paint the living room when you move in, or what type 
of flowers will look perfect in the planter out front.

If you have any questions as you begin the process, 
please contact me. I hope you choose The Family 
Credit Union as your mortgage lender. I’m glad to 
help answer your questions.

Best Regards,
 
 
 

 

Kristin Myers
Mortgage Lender
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time, or you’re moving on to your second 
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As seasoned mortgage lenders, we’ve put together 
this free resource in hopes that it will alleviate the 
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you before you sign on the dotted line.

You know the old saying, “knowledge is power.” We 
hope the knowledge shared in this free resource will 
better prepare you for the purchase of your home, 
allowing you to free your mind and concentrate on 
the important things, like what color you’re going 
to paint the living room when you move in, or what 
type of flowers will look perfect in the planter out 
front.

If you have any questions as you begin the process,
please contact one of us. We hope you choose The
Family Credit Union as your mortgage lender. 
We’re glad to help answer your questions.

Best Regards,

The Family Credit Union
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You should first assess your creditworthiness and 
eligibility for a home loan before you formally 
apply in a process called “pre-qualification.” By 
evaluating your household income, your savings 
and your existing debt, TFCU can tell you 
“how much house” you can comfortably afford, 
and how much you may qualify for. This allows 
you to keep your dreams in check, and look for 
houses that specifically fit within your budget.
During the pre-qualification process, you should 
also ask us to provide you with a list of potential 
closing costs called a “Good Faith Estimate.” We 
are not necessarily required to provide you with 
a Good Faith Estimate until you actually apply 
for a mortgage, but it may be a good idea for you 
to have this information early so you can budget 
for the overall costs of the home purchase, and 
know how much you may want to request in 
closing costs when you put in your offer.
It’s important to understand that a pre-
qualification is not a guarantee of obtaining 
a mortgage on the home you hope to buy; 
however obtaining a prequalification before you 
make an offer on a home can strengthen your 
negotiating position, especially as the real estate 
market continues to strengthen. A seller who is 
confident in your ability to finance the purchase 
of a home is likely to seriously consider your 
offer, and any requests you make with the offer.

STEP 1:

Get Pre-Qualified

Loan Application Checklist 

Identity & Income Verification
 q Full legal name, Social Security number, and 

birthdate
 q Phone number, email address, and current and 

former residential mailing addresses over the last two 
years

 q Primary and secondary income amounts and sources
 q Government-issued photo I.D.
 q Name, addresses, and phone numbers of all 

employers over the last two years
 q Values of bank, retirement, investment, and other 

asset accounts
 q Monthly debt obligations

Income Verification – Self employed
 q Federal tax returns (personal and business) for the 

past two years
 q Profit and loss statement – year-to-date
 q List of all business debts

Income/Tax Documents
 q Pay stubs covering the last 30 days
 q W-2s for the past two years
 q Federal tax returns (1040s) for the past two years
 q Asset/bank statements – Most recent two months’ 

statements for all accounts listed on the application 
(include all pages of the statement, including ones 
that are blank)

 q Written explanation if employed less than two 
years or employment gap exists within the last two 
years

Credit Verification
 q Caredit explanation letter for late payments, 

collections, judgments, or other derogatory items in 
credit history

 q Source of funds documentation for any large 
deposits on asset or bank statements

 q Judicial decree or court order for each obligation 
due to legal action

 q Bankruptcy/discharge papers for any bankruptcies 
in credit history

*TFCU = The Family Credit Union
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It is certainly possible to search for your new 
home on your own by scanning real estate 
guides and internet sites dedicated to real estate 
listings. However, you can place yourself at an 
immediate advantage by enlisting the services 
of a professional real estate agent. 
Real estate agents have in-depth and up-to-date 
knowledge of the communities and real estate 
markets that you are considering. They can 
easily locate neighborhoods and homes that not 
only fall within your price range, but satisfy 
many of your other requirements as well. 
An agent can search for a home that meets 
your specifications. In addition, an agent can 
schedule opportunities for you to view and tour 
homes. Many home buyers choose to enlist the 
help of a “buyers agent” which is a real estate 
agent that is the individual that represents 
buyers when they purchase a home. This agent 

negotiates with listing agents representing home-sellers to come to a final sale price agreed upon by 
both the buyers and the sellers. The buyer’s agent is paid once a deal closes through a selling office 
commission determined by the sellers of the home.
Be sure to choose a realtor who is used to working within your price range and is knowledgeable 
about the communities you are most interested in.

STEP 2:

Choosing a Realtor
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Choosing a Realtor
STEP 2:

It is certainly possible to search for your new 
home on your own by scanning real estate 
guides and internet sites dedicated to real estate 
listings. However, you can place yourself at an 
immediate advantage by enlisting the services of 
a professional real estate agent. 

Real estate agents have in-depth and up-to-
date knowledge of the communities and real 
estate markets that you are considering. They 
can easily locate neighborhoods and homes that 
not only fall within your price range, but satisfy 
many of your other requirements as well. 

An agent can search for a home that meets your 
specifications. In addition, an agent can schedule 
opportunities for you to view and tour homes. 
Many home buyers choose to enlist the help of a 
“buyers agent” which is a real estate agent that is 
the individual that represents buyers when they 

purchase a home. This agent negotiates with listing agents representing home-sellers to come to a final 
sale price agreed upon by both the buyers and the sellers. The buyer’s agent is paid once a deal closes 
through a selling office commission determined by the sellers of the home.

Be sure to choose a realtor that is used to working within your price range and is knowledgeable about 
the communities you are most interested in.
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Once you have been pre-qualified, the next step 
is finding the right home for you and your family 
that is within your price range.

Describe your ideal home.

What does your dream house look like? How 
big is it? Does it have a porch, a basement? How 
many bathrooms? How much closet and storage 
space? How many bedrooms, windows? Does 
it have laundry facilities? Does it come with 
appliances? Does it have a garage? A backyard? 
Your agent will ask you many questions to help 
you precisely describe the kind of home you hope 
to buy. It may be overwhelming, but remember: 
the more information you can provide, the better 
your agent can work on your behalf. You’ll save 
a lot of time by allowing your agent to narrow 
the search and only show you homes that fit your 
needs.

Describe your ideal neighborhood.

A good agent has the experience and resources 
to guide you not only towards the right home 
for you, but to the right neighborhood and 
community as well. A house that seems perfect 
could become a source of future regret if the 
location and the community do not mesh with 
your budget, needs or lifestyle.
Part of your agent’s job is to help you to find a 
home and a community in which you and your 

family are most likely to thrive and find happiness. 
You and your agent will need to consider whether 
a town or city is fundamentally affordable to 
you. Here are a few basic questions you should 
consider and discuss with your Realtor as you 
begin your search:

1. Are the property taxes and other local taxes 
within your budget?

2. Will you be within reasonable commuting 
distance to your workplace?

3. Is there convenient public transportation 
available to you and your family?

4. If you have children or intend to have 
children, is the school system of good 
quality?

5. Are there daycare centers nearby?
6. Are town services sufficient?
7. Is there a public sewer system?
8. Are there sidewalks?
9. Are there retail centers, parks, doctors and 

dentists, a clinic or hospital nearby?
The questions that are important to you will differ 
based on your individual needs. By discussing 
these questions with your agent, you increase 
the likelihood of finding your future home in a 
community where you will live happily.

STEP 3:

Finding the Right Home



www.familycu.com6

Once you have found your perfect home and 
are ready to make an offer, your real estate agent 
will represent you in drafting a reasonable offer 
and presenting the offer to the seller’s agent. It 
is important to remember that while you alone 
determine the price you are prepared to offer, your 
agent should provide expert advice to adequately 
protect your investment and interests in the terms, 
conditions, contingencies and deadlines included 
in your offer.
Your offer should take into consideration the age 
and condition of the home, the cost to make any 
repairs, the desirability of the home’s location, how 
long the home has been on the market and whether 
the seller appears motivated to move the property 
quickly, among other factors. Most importantly 
though, does your offer fit into your set budget?

The offer is legally binding.
It’s important to remember that your offer becomes 
a legally binding contract that commits you to 
purchasing a the property at a specific price within 
a specific timeframe as soon as you make a good 
faith deposit and the seller accepts it by signing 
the document. Typically, an offer is conditioned 
upon the completion of particular actions by the 
seller before the loan closing, like making certain 
repairs. The offer is also typically conditioned 
upon your ability to obtain mortgage financing 
within a particular time frame. This contingency 
protects you from losing your deposit should you 
fail to secure a timely approval on your home loan 
application.

The seller can accept, reject or counteroffer. 
Waiting is the hardest part. Once you’ve put your 
offer in, the seller has a certain period of time 
to accept your offer, reject your offer or make 
a counteroffer which modifies some or all of the 
conditions or terms of the offer you made. This 
negotiation can go back and forth several times 
before a final agreement is reached and a contract 
is signed by both parties that finalizes the terms 
and conditions of the transaction. At this point, the 
legal ability of the seller to entertain other offers 
ends and you are legally obligated to purchase the 
property.

Watch the clock and the calendar.
Timing and deadlines are very important in real 
estate transactions. Once your offer is accepted 
and there is a preliminary contract on the home 
purchase, you should make sure to allow sufficient 
time to apply for and obtain mortgage financing, 
to schedule the closing and the home inspection 
of the property, and to negotiate the details of 
the final contract known as the Purchase and 
Sale Agreement between you and the seller. This 
can take some time, as usually a lot of paperwork 
and documentation is required by mortgage 
underwriters to approve your mortgage application. 
It could be very overwhelming; however, if you 
refer to page 3 of this free resource, you’ll find a 
checklist of the paperwork you will most likely be 
asked for. By having this information ready to turn 
in with your mortgage application you will save a 
lot of time.

STEP 4:

Making an Offer
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Once you have a signed contract on your dream 
home, it’s time to apply for the mortgage. 
Remember that you still must formally apply for 
a mortgage even if you have already been pre-
qualified. 

Get the help of an Attorney.
Now is also the time to retain an attorney if you 
have not already done so. Applying for a mortgage 
and purchasing a home represent complex legal 
transactions. Having an experienced advocate 
looking out for your interests is important as you 
embark on these last steps towards becoming a 
homeowner. It’s important to remember that you 
have full authority to choose the attorney that 
you want to represent you. TFCU or your realtor 
can make recommendations for you if necessary.

Reviewing mortgage terms and rates. 
There are various types and terms of mortgages to 
choose from when purchasing your home. While 
a 30-year fixed rate mortgage is seen as the more 
traditional choice, TFCU offers alternatives.  
30-year fixed rate mortgages are generally safe 

because they lock in an interest rate for the life 
of a loan enabling you to predict and plan your 
monthly budget. Adjustable rate mortgages 
(ARMs) reset the interest rates after a period of 
time. 

Obtain a “good faith estimate” of closing costs.
Federal law requires that TFCU provides you 
with a “good faith estimate” of closing costs 
within three days of applying for a loan. Closing 
costs can range from between 3% to 5% of the 
sale price of the home. 
Closing costs include fees associated with the 
services provided during the processing of your 
mortgage application and include the costs of the 
credit report, the title search, the title insurance, 
the lender’s attorney, the buyer’s attorney, the 
home appraisal, the property survey, the document 
recording and the transfer taxes. Closing costs 
also include escrow accounts. Knowing what 
your closing costs will be in advance helps you 
to plan your budget for the loan closing, which is 
when you will be required to pay them.

STEP 5:

Applying For Your Mortgage



www.familycu.com8

A home inspection and appraisal protects your 
interests.

The expression “buyer beware!” holds especially 
true when the buyer is purchasing a home. Hiring 
a licensed, independent home inspector licensed 
within the state your are purchasing your home 
in to visually inspect the home you hope to buy 
will provide you with information that you and 
your agent will need as you negotiate the terms 
and conditions of the contract. Typically, the 
mortgage insurer of the loan will inspect the home 
and require that the home meet local ordinances 
with regard to health and safety. You will be 
responsible for paying for the home inspection 
done by an independent home inspector if you 
choose to have one. Some buyers and sellers agree 
to share the cost of the repairs if any are required.

A home inspection is not an appraisal. 
All lenders and mortgage insurers require an 
appraisal to confirm that the home and the value 
of the home meet their requirements, but an 
appraisal is not the same as an inspection and 
you should not rely on the appraisal to assess the 
condition of the home you are purchasing. 
An appraisal is intended to assess the value of a 
home based on the value of comparable homes 
in the neighborhood for insurance purposes. On 
the other hand, a home inspection is intended to 

ensure that a homebuyer is thoroughly informed 
as to the condition of the home prior to purchase. 

What is a home inspector looking for?
A licensed home inspector will thoroughly 
examine a detailed list of elements in the home 
you hope to buy. Generally, your inspector will 
examine the structure of the home, including 
the roof, walls, ceilings, floors, windows, doors, 
foundation and basement as well as the heating, 
plumbing, electrical and air conditioning systems. 
You can also hire an inspector to inspect for 
termites, radon, lead paint and asbestos. 

A home inspector will provide a written report 
immediately.
A good home inspector will provide you with 
a written report immediately following the 
inspection. Any conditions of disrepair in the 
inspector’s report can reopen negotiations with the 
seller. You may decide to condition your offer on 
the seller paying for and making repairs before the 
transfer of property at the loan closing. You may 
also decide to lower the purchase price of your 
offer to account for the costs that you will incur 
to make the repairs. A failed inspection usually 
allows the buyer to withdraw from a contract 
entirely, as long as this contingency was included 
in the buyer’s offer.

STEP 6:

Appraisal & Home Inspection
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The closing is the final step in the process of buying 
your home. “Closing” refers to the transaction 
during which you close your deal with the seller 
to buy a home at the same time that you close 
your deal with TFCU to obtain the mortgage. 

Schedule the closing with room to spare. 
If this is your first time purchasing a home, be 
especially aware of the timing of the closing. Allow 
a week or more before your lease expires to give 
you ample time to paint, make any repairs and to 
physically move your family and your belongings 
into your new home. Moving can often takes 
several days, depending on how many belongings 
you are bringing with you. 
If you are selling a house and buying another, 
remember that you must schedule two closing 
dates in the right order. Be sure to “close” on your 
first home before you “close” on your new home 
so that you will have the proceeds, if applicable, 
from the first transaction available to you to cover 
some of the costs of the second transaction. You’ll 
also want that time to prepare your new home 
and move your belongings.

Conduct a final walk-through of the home 
before the closing. 
Conduct a walk-through or last inspection of the 
home with the seller and your attorney 24 hours 

before the closing to ensure that the home is still 
in acceptable, move-in condition. 
This is important because, once you close on 
the property, you will lose any legal recourse 
against the seller for a condition that you did not 
previously discover, no matter the severity of the 
issue. 

Come to the closing prepared. 
Your attorney will provide you with detailed 
information about what you must bring to the 
closing. A checklist of common things you will 
need to bring to your closing is on page 10 of this 
document. You will also find an outline of the 
many documents you will be required to sign at 
your closing in this resource.

Finally, it’s moving day! 
At the loan closing, the title of the home will 
be transferred from the seller to you. Also, the 
mortgage agreement between you and TFCU will 
be finalized, which will enable you to pay the seller 
with the proceeds of the loan at the same time you 
receive title to your new home. Your attorney will 
ensure that payment is made on your behalf at the 
closing.

STEP 7:

Close On Your New Home
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 q PHOTO IDENTIFICATION
Your signature will be notarized on various loan and title documents, so bring your state-issued photo 
identification, such as a driver’s license, to the closing.

 q FUNDS
Your attorney or the escrowee will calculate the amount of money you need to bring to the closing. 
You may want to include a small overage as a cushion to cover any unanticipated closing cost. Recent 
changes to “good funds” rules require you to transmit all but minimum amounts to the escrowee by 
wire transfer. Do not expect to bring a check, even a certified check, to the closing without confirming 
that the escrowee will accept it. Also, request the wire a day or two prior to the closing if you can, and 
give the date the funds must be received — usually the closing date. Some attorneys and escrowees ask 
that the buyer have the funds delivered the day before the closing to avoid delays, particularly if the 
closing is scheduled early in the morning, or the day before a weekend or bank holiday.

 q SEPARATION AGREEMENT OR DIVORCE ORDER
If you are separated or in the midst of a divorce, a separation agreement or an order from the divorce 
court could affect your purchase in some states. Ask your attorney, or the escrowee if you have no 
attorney, whether you should bring your separation agreement or any court orders relating to your 
separation or divorce to the closing.

 q REVOCABLE LIVING TRUST
If you have a revocable living trust, and wish to designate your trustee as the owner of the property, 
you should bring a copy of the trust document to the closing. The title insurer will want to examine the 
trust document to confirm that the trust can hold property and take out loans if a lender is involved. 
The escrowee will want to confirm that the proper parties are signing the buyer’s documents.

What you should bring to a closing:
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Here are ten steps you can take to help improve 
your Credit Report, and as a result improve your 
credit score. Some of the tips below are time-
honored recommendations and suggestions, but a 
few others are not as well known and will surprise 
you. Here’s the list in no particular order:

1. DO pay all of your bills on time, all the 
time. You should not only pay your credit 
card, rent and utilities on time, but if you’re 
late on your insurance bills, health club 
membership, or any other dues, they all can 
end up damaging your credit and your score.   
Members of The Family Credit Union can 
take advantage of BillPay, an online bill 
payment service allowing you to keep track 
of bills and make sure payments are made on 
time to help avoid embarrassing and often 
unnecessary late fees.

2. DO check your Credit Report (CR) regularly. 
Simply checking your CR won’t improve 
your score all by itself, but it will allow you, 
among other things, to discover negative 
items and correct them. Make sure to check 
you CR very carefully and correct any errors 
and inaccuracies there by filing a dispute 
with the Credit Bureau and the originating 
creditor or source of the error. You can start 
by requesting a free CR from TFCU. You 
should check your report from each of the 
three main credit bureaus (Equifax, Experian, 
and TransUnion) since each one will almost 
certainly be different. By the way, your score 
will not be affected when requesting your own 
credit report.

TOP 10 WAYS TO IMPROVE 
YOUR CREDIT SCORE

Home Buying Checklist 

 q Make an appointment with our Mortgage 
Specialist and come up with a list of 
questions that you may have.

 q Learn the terms used in buying a home, 
condominium, or co-op.

 q Get pre-qualified, or even better, get  
pre-approved for a loan.

 q Decide on the type of home you want.

 q Decide on the features you want in your 
home.

 q Choose a real estate agent.

 q Start house hunting! Record your 
observations.

 q When you find a home you want and can 
afford, negotiate!

 q Make an offer in writing.

 q When your offer is accepted, find an 
inspector.

 q Find a lawyer if you feel you need one.

 q Choose the best mortgage for you.

 q Prepare for the closing.

 q Go to the closing!

 q Congratulations – you’re a home owner!
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3. DO decrease your overall debt load. In other 
words, pay down your debts, especially your 
revolving credit such as credit cards. Use your 
revolving accounts lightly, never over 30% of 
your available credit, but do use them from 
time to time.

4. DO NOT close unused credit card accounts, 
especially if it’s one of your older accounts. It’s 
better to simply destroy the card or keep it in a 
safe place. Open credit cards do not lower your 
credit score; what lowers it is having a credit 
card account that’s nearly maxed out. Closing 
a long-standing account has the following side 
effects, both of which can potentially reduce 
your FICO score:
• Lowers the average account age in your 

credit file by removing this trade line 
(assuming you have a more recent account 
in your file than the one you’re closing); 
and

• Decreases your overall available credit 
amount. Of course, if you want to close 
your account because you have too many 
cards or suspect that it’s been compromised, 
do not hesitate to close it.

5. DO NOT take on any new revolving credit 
unless it’s genuinely needed. Apply for new 
credit sparingly and if you do “genuinely 
need” another credit card, chances are your 
other credit cards are close to their maximum, 
which is not a good sign already. If that’s the 
case, then see point above regarding keeping 
your total debt level below 30%.

6. DO NOT open a new credit card account and 
transfer balance from a high-interest card to 
this new lower-interest card. Doing this can 
hurt your score, and it’s a temporary fix at 
best. The best option is to pay down the debt 
once and for all.

7. DO keep the number of hard hits or inquiries 
on your CR to a minimum. An inquiry will 
not significantly lower your score, but several 
within a relatively short period of time will 
have a negative impact. Note that requesting 
your own credit report is not a hard hit or 
inquiry, but is considered a soft hit, and will 
not lower your score.

8. DO call your credit card company and request 
a credit limit increase. Make sure to ask for 
the highest automatic increase they can grant 
you that would avoid an inquiry against your 
credit report. Remember that checking your 
credit report – an inquiry – generates a hard 
hit and can slightly lower your score. On the 
other hand, if you get a significant increase 
and you haven’t had an inquiry for a long time, 
then allowing a credit check would be worth 
it. NOTE: this technique is recommended for 
someone with good credit, and/or someone 
who can handle the increased responsibility. 
Requesting an increase is not recommended 
for those who are already in a lot of debt of 
close to maxing out on their credit cards; a 
higher credit limit may encourage you to 
charge even more and get you in a deeper hole 
down the road. Refer to item #3 regarding 
lowering your debt.

9. DO keep good financial records. Keep all 
account and credit card statements, receipts, 
bills, cancelled checks, etc., for at least several 
years. Just like checking your credit report, 
this will not increase or decrease your credit 
score on its own. However, should you notice 
an error in your report, or any issue like 
unauthorized charges show up with any of 
your accounts, or you have to fight your way 
out of being an identity theft victim, you will 
have as much information on hand as possible 
to help you correct these errors.
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The subject of credit and what is included on a 
consumer’s credit report can be a source of much 
debate, confusion and sometimes frustration. 
Outlined below are some of the more important facts 
relating to credit to gain better insight into a person’s 
credit report and history.

What is included in a credit report?
First and foremost, the credit report will contain 
specific account information that is associated with 
the consumer, meaning an account that the individual 
has opened, co-signed, authorized or filed jointly with 
a spouse or relative. This information, commonly 
known as “trade-lines,” includes the date opened, 
original account balance, current balance, credit limit, 
monthly payment, and payment history. Additional 
things that may be included within a trade-line are 
account numbers (often time incomplete or scrambled 
for security) and contact information for the creditors.
In addition to creditor trade-lines, a report can include:
• Public records – Tax liens (state or county court 

records), judgments, federal district bankruptcies;
• Identification information – Current name, 

Social Security number, full name, address, and 
possibly date of birth and employers past and 
present. In addition, the report will show variations 
of name, social and address based upon individual 
bureau’s creditor reporting and inquiries;

• Inquiries – Individuals or companies that have 
“inquired” into an individual’s credit history and 
obtained a copy of a credit report;

• Statements – Text that describes disputed 
information or possible reported fraud. Statements 
are listed following a no-resolution dispute between 
a borrower and creditor;

• Additional Information – Many reports will 
also include fraud statements from fraud detection 
products and/or OFAC (Office of Foreign Assets 
Control) which searches a national terrorist 
database.

Active and “good standing” credit may last on a 
consumer’s credit report for an indefinite amount 
of time while the majority of derogatory or negative 
information remains for seven years. Following is a 
basic guideline for how long a trade-line will remain 
on the credit report.
• Late payment accounts/delinquencies – 7 years 

from the initial date of missed payment.
• Charge-Offs – 7 years from the initial date of 

missed payment regardless of whether or not the 
account has since been paid. “Paid charge-off” 
will be reflected if paid.

• Collections – 7 years from the initial date of 
missed payment regardless of whether or not the 
account has since been paid. “Paid collection” will 
be reflected if paid.

• Closed accounts – Accounts in good standing 
will remain for 10 years while derogatory accounts 
will be removed after 7 years from the date of 
closure. This applies to accounts that were closed 
by either the consumer or creditor.

• Bankruptcies – Chapter 13 remains for 7 years 
from the filing date. Chapters 7, 11, and 12 remain 
for 10 years from the filing date. Accounts included 
in bankruptcy will remain for 7 years from the 
date reported in bankruptcy.

• Tax liens – 15 years from the date of filing. If lien 
is paid it will remain for 7 years from the date of 
payment.

CREDIT 101

10. DO NOT file for bankruptcy. Avoid it at all costs! Needless to say, a bankruptcy will not increase 
your current score. A bankruptcy will usually plunge your score by hundreds of points and will 
keep it there for many years. Then again, for some people bankruptcy is a last resort and the only 
way out of an extremely difficult financial situation, at which point worrying about your credit 
score is probably the least of your worries.

Keep in mind that significantly improving your credit does not and will not happen overnight; this is a 
long-term process. There is no single magic remedy that will greatly raise your score. Pay your bills on 
time and follow these tips and watch your FICO score head steadily higher over the years.
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• Judgments – 7 years from date of filing regardless 
of payment status.

• Child support judgments – 7 years from date of 
filing regardless of payment status.

• Lost credit card – 2 years from date reported lost 
as long as there are no delinquencies. In the case 
of delinquent accounts, 7 years from the date of 
delinquency.

• Inquiries – The majority of inquiries will remain 
and be factored into the overall credit history 
for 2 years, even though many credit reporting 
companies will only display 3-6 months worth of 
inquiries.

An individual is responsible for any account opened in 
his or her name, accounts that have been cosigned by 
the individual, any joint accounts, and potentially any 
account that has been guaranteed by the individual, 
even if it is a business account. In the case of a divorce, 
a divorce decree does not impact any account that was 
contracted during the marriage. BOTH individuals 
are responsible for the account even if one person 
has been deemed responsible by decree. Only the 
creditor can change the status of an account. It is 
recommended that following a divorce, creditors be 
contacted immediately to change account status.

Scoring
There are many myths and theories regarding credit 
scores on credit reports. Because there are varying 
scoring models and systems and those exact details are 
unknown, it is impossible to indicate the point value 
of any given factor on a report. Following is some 
basic information to keep in mind about the scoring 
process. 
Scoring models were developed based on variables on a 
consumer’s credit report. This was done in an attempt 
to standardize individual evaluations and eliminate 
bias that could exist between lenders. By evaluating 
the payment information of individuals the credit 
scores attempt to predict consumer credit behavior 
and creditworthiness, not to mention the likelihood of 
default. It is important to remember that a consumer’s 
score can vary depending on the scoring model being 
used. Differing scoring models have been created to 
evaluate factors important to specific industries, for 

example, mortgage, auto, credit card, etc. For this 
reason, numbers are only important for the specific 
purpose of each inquiry. A credit reporting agency 
can tell you what the scoring system and model is, but 
cannot interpret how the scores are calculated. 

Scoring Factors 
When evaluating a credit score, the most important 
thing to consider is the scoring factors that are 
returned with the score. You will generally receive 
four risk factors that indicate, in order, the top reasons 
for how the score was produced and why it is not a 
perfect score. 
By evaluating these factors one can assess where the 
most change is required in a borrower’s credit habits. 
Risk factors tend to be an accurate way for a consumer 
to evaluate their credit history because they tend to be 
similar no matter which scoring system is being used. 
It is how these risk factors are being interpreted that 
creates a larger disparity of numeric scoring ranges 
between models. One thing to remember is that what 
one bureau is reporting does not factor into the score 
for another bureau’s reporting. Specifically, if one 
bureau reports a late payment and, therefore, a low 
score, another bureau will not lower their score. Each 
score is created solely on only one bureau’s information 
for the consumer. 
You will notice in the scoring factors that the major 
things that affect a score are: late payments or 
delinquent accounts, bankruptcies, collections, tax 
liens, judgments, excessive balance to credit limit 
ratio (revolving accounts), too many accounts, too 
many inquiries, length of time accounts have been 
established, insufficient length of credit history. 

A few things to know about some of these factors:
• Inquiries – These are factored because it is a 

possible indicator of new credit that is not yet being 
reported. Multiple inquiries can also indicate the 
need for excessive amounts of credit. This does not 
mean that shopping around will hurt your score, 
however. Most models factor this in when there 
are multiple inquires within the same industry. In 
the case of mortgage, scoring models will allow 
multiple inquiries within at least 14 days where 
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the score will only factor one inquiry. Inquiries are 
something to keep an eye on, but they are really a 
very minor factor.

• Age of a derogatory – As a derogatory (collection, 
late payment, etc…) or even an inquiry gets older it 
becomes less important as far as score is concerned. 
The first 2 years following a posted derogatory will 
be weighed the heaviest.

• Paying collections or charge offs – Paying a 
balance on a collection or charge off only shows 
an account as being paid with a zero balance. The 
derogatory status will NOT be removed. Payment 
will also make the account current, thus making 
it factor more heavily as far as score is concerned. 
Many times a score will drop when these accounts 
are paid. Example: An account that had not 
reported in 4 years, after being paid, will now 
be made current and treat the account as a new 
derogatory.

• Revolving accounts – It is a good idea to keep the 
balance under 50% of the credit limit: even better, 
keep it under 25%!

Avoiding discrepancies, and what to do 
when your information is wrong
It is important to remember that the United States has 
the most elaborate credit database in the world and 
handles the information of approximately 200 million 
consumers while processing between 4 and 5 billion 
updates to credit report information on a monthly 
basis. Given these numbers it is not surprising that 
occasionally there will be errors in the information 
being reported. Here are some tips to help avoid this 
problem and what to do when there are discrepancies.
• Be clear – whether you are applying for a loan or 

filling out the application on behalf of a borrower 
take caution to be neat. Print clearly and double 
check for typos. If there is any guess work involved 
the wrong information may come back.

• Be consistent – Consumers should be advised to 
make sure they apply using the same identification 
information EVERY time. It is recommended that 

a middle initial be used for additional accuracy. 
This helps to minimize the chance that files will 
get confused with another consumer and can help 
avoid the problem of duplicate files and scores for 
one borrower. Examples: Do not use middle name 
sometimes and first name other times; do not use 
nicknames or shortened versions of your name.

• Be accurate – Individuals actually ordering 
the credit should take care to double check all 
identification information for accuracy before 
submitting the request. Once credit has been 
ordered the identification information CANNOT 
be changed, as that would constitute fraud. 
The credit information returned is based on the 
identification information submitted.

• Review credit in advance – Whenever possible to 
review your consumer report provided by the credit 
bureaus 2-3 months prior to applying for a major 
purchase. This provides you with the opportunity 
to review the credit and dispute anything that 
could be incorrect in a timely fashion.

• Dispute erroneous reporting – For any incorrect 
information showing up on a report, you can 
dispute and have this updated/removed within 
30 days according to the Fair Credit Reporting 
Act. Credit bureaus recommend disputing by 
telephone or online, which generally requires 
a copy of a report pulled directly from those 
bureaus. You may also dispute by mail without a 
copy of a report. You can find bureau and dispute 
information at www.experian.com, www.equifax.
com, and www.transunion.com.

Restoring and improving credit is best achieved with
time. If there is negative information on a credit report
there is no way to magically remove it. Paying bills on
time, making accounts current and keeping balances
down will, with time, replace all of the negative credit
history.


