STEPS TO REPAIRING BRUISED CREDIT
Review your credit report for any errors, if an error is found contact all three major bureau’s and have them make the correction immediately (Experian, Equifax and Trans Union), make sure you obtain a copy of any corrections.

Typically credit is reviewed for the past 12-24 months, however, the entire credit picture is taken into consideration, credit history of up to ten years will appear on the report.

The following credit situations that appear on your report should be dealt with first; delinquent payments, collections, charge-offs, foreclosures, judgments, bankruptcy & tax liens (see page two for specific tips in handling these credit issues).  VERY IMPORTANT:  Create a paper trail of all correspondence with any creditor; this is your evidence of payment.
Once you have resolved & brought current these issues it is time to start the healing process, you must be on time with your payments every month.  The mortgage industry is undergoing some serious changes, going forward it will be more important than ever to maintain a good credit history.  
Each of the bureaus listed above have outstanding web sites that offer advice and services that will help you to re-establish your credit.  Your credit history is becoming a tool for many industries, employers and insurance companies often run credit reports before hiring or granting insurance coverage.    

Delinquent Payments:  Of course it is important that all payments on any debts or obligations are paid by the due date.  We understand that there are times when a payment is paid late.  Most payments when received within 30 days of the due date will not be reported late on your credit report.  This is not a guarantee as all creditors handle their debt collection differently.  Your best option is to make the payments by the due date and if you are running even a day late contact the creditor to make sure that this won’t affect your credit report.  Often times a creditor will give you a break if you have a good history with them.  Your payment history for the past 12-24 months will be closely scrutinized although your complete credit history for up to 10 years will appear on your report.

Collections:   A collection account is reported due to non-payment of a bill.  You may be unaware that you have a collection account on your report; they are often medical in nature.  To obtain the optimal credit report it is best to pay these debts off.  

At times a collection agency will settle these accounts for less than the balance owed.  It is very important to document all of your communication with a collection agency for your records.  The steps are:  1) Negotiate a  lower pay-off   2) Obtain a pay-off letter in writing with the negotiated amount (must state that this amount will be accepted as payment in full and that no further action will be taken),  3) Send in the payment (personal check is best – as it can be tracked/if not pay by cashiers check/money order and keep a copy,   4)  enclose a copy of the letter they sent you and another letter requesting that they update all three major credit bureaus and send you a paid in full receipt,  5) enclose a postage paid envelope back to you,  6) Make copies of everything!
Bankruptcy:  The general rule of thumb for a bankruptcy is that is has been discharged for a period of two years (although there are exceptions to this rule).

Additionally your credit should be re-established and the problems that lead to the bankruptcy should be resolved.  An example of an acceptable reason for a bankruptcy:  loss of job, illness or death of a spouse.  These are catastrophic events beyond the control of the individual and will be taken into consideration when determining the loan approval.

Judgments, Tax Liens:  These must be paid/satisfied and proof will be required.  The overall credit picture will be reviewed to determine the impact of these issues on a credit report.
Re-establishing Credit/Non Traditional Credit References:  If you have limited credit history, bad credit history or no credit history it is important to begin the process of building a good traditional credit report.  One way to get started is by obtaining a secured credit card from your bank or credit union.  Non-Traditional credit can be used in some cases to provide a history of payments.

Examples would be; rent, utilities, mobile phone, insurance, etc.  It is important to provide letters or proof of payment from these sources with a minimum of 12 months (two years would be even better).  
Lastly, it is never too late to start this process, nor to early…the sooner you begin the sooner you will be back on track.  Rebuilding your credit is the first step to take, of course this must be done in conjunction with clearing up lingering past credit issues.  Make sure that you create a paper trail for every bill that you pay.  If you have any questions please feel free to contact me anytime.  As the industry continues to change so will credit requirements please be aware that in our industry everything is subject to change.
VIKKI SMITH
Office:  734-259-0092 or email:  vsmith@rossmortgage.com
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