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ARTICLE 1
The Secrets behind the FICO Score
Your credit score  is  the  secret  number behind everything in your life.   How much you pay for insurance, your car, rent and mortgage payments, utilities, and even whether you get a job or not, are ALL based on your credit score.

As important as your credit score is, do you really know how it works?

Well the good news is you are about to learn the hidden secrets behind your credit scores…

Payment History - 35%
Your payment history is the largest aspect of your credit score accounting for 35% of your overall score.

This aspect of your total score calculation is based on your prior payment history with your creditors. Late payments, defaulted accounts, and all other NEGATIVE information on your credit report have the greatest effect.

The more paid-as-agreed accounts you have and the less negative accounts, the higher the credit score.

Percentage of High-Credit Used  - 30%
The second largest factor in your credit score is the amount you owe on your individual accounts relative to your high credit limits on those accounts. This accounts for 30% of your total score.



You will be scored higher if you owe 30% or less of the high credit limit.

If you are carrying high credit card balances, you can actually hurt your credit scores almost as much as paying the account late every month.

Length of Credit History - 15%
Your “time in  the  bureau” accounts for 15%  of your credit score.  The longer you have had credit accounts for, the higher the score.

As you have more accounts throughout your life and your credit history grows over time, your scores will naturally increase due to this factor.

Accumulation of new debt - 10%
This aspect of your credit score is composed of how much new debt you are applying for.

It considers how many requests you have for new credit within a 12 month time period.

If you go out today and apply for credit, that creditor requests information from the credit bureaus. This counts as an inquiry on your report.

If you have a lot of inquiries in a short period of time, your scores will be impacted.

Healthy mix of credit accounts - 10%
Your credit score takes into account the “mix” of credit items you have on your report.

This part of your credit score is affected by what kinds of accounts you have and how many of each.

The bureaus will score you higher if you have an open mortgage, 3 credit cards, 1 auto loan, and a small amount of other open accounts.

If you have a lot of credit cards, your scores will be lowered. If you have several mortgages, your scores will be lowered.  Any, “unhealthy” account mixes lower your scores.

So, to obtain the best credit score make sure you pay your accounts on time, do not keep high balances on your open accounts, keep a healthy mix of credit accounts open always, and do not apply for too much new credit in a short period of time.

If you follow these steps you will be on your way to an exceptional credit score.
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ARTICLE 2
Understanding FICO 08
Fair Isaac has released their much anticipated FICO
08 scoring model. This new credit scoring formula has  many differences relative to  its predecessor FICO model.

FICO 08 is the first big change in Fair Isaac’s scoring model since the 1980’s. Fair Isaac proudly predicts this new model will reduce the default rate on loans by 5-15% from their previous version.

Many experts estimate it could actually improve the current risk predicting model by upwards of 50%. FICO 08 was rushed for release in 2009 in response to  a  big  demand due  to  changing economical conditions.

FICO  is  used by the  vast majority of  financial institutions so understanding the new changes are crucial.  Many lenders will quickly be integrating this new model.

Many of the underlying principles of FICO will remain the same. This includes the score range of

300-850 which will continue with the new model.
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One of the most positive changes is that collection accounts with initial balances less than $100 will NO LONGER have an impact on the credit score.

Very small collections such as small medical bills will not be calculated into the credit score if the initial balance on the account was less than $100 at the onset of the reporting of the item.

The new model will also be  more forgiving on consumers who are late in one area, but not late in other areas on their credit.  So if a consumer is occasionally late on a credit card account, the score change will be less than if that consumer was consistently late on all their payments.

The effect of an authorized user account will also change with FICO 08.   There will be  no  more “piggybacking”.   This is when a customer with challenged credit gets added as an authorized user to accounts of someone with good credit to increase their scores.
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If  the  consumer has  too  few  accounts, closes accounts, or has accounts inactive, the damage to the score will be greater than its predecessor FICO.

FICO 08 now contains between 12- 16 scorecards. This is versus the 10 prior scorecards that existed with previous score versions. These scorecards are the actual mathematical models that are used to assign a credit score to an individual.

Each scorecard is specific to an industry. For example the Mortgage Industry Option Scoring Model uses its own scorecard and weighs past mortgage history heavier than all other accounts while calculating a credit score.

FICO 08 is a big upgrade for Fair Isaac. So expect most lenders and the credit bureaus to implement this  new  model due to  its  increased ability to accurately predict credit risk.
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ARTICLE 3
Your  Credit  Rights…  The   Fair  Debt  Collection
Practices Act
Many consumers have their legal rights violated by collectors without even knowing it.   The Fair Debt Collection Practices Act is designed to stop harassing, unfair, and abusive debt collection practices.

Knowing the important details of this act will help you stand up against abusive collection practices and stop collection companies from violating your rights.

There are many requirements debt collectors must abide by per the FDCPA.

Debt collectors are not allowed to tell others details about the consumer including that they owe a debt, they cannot communicate with anyone other than the consumer more than once, not communicate through post card or have ANY markings on the outside of their envelope indicating they might be a debt collector.

Basically, collection  companies  cannot  use  the fact that they are a debt collector to bully you into paying.

They cannot identify themselves as a debt collector to your employer, and they cannot send things in the mail to identity they are a debt collector with the intent of embarrassing or causing other hardship to you.

Debt  collectors are  also  not  allowed to  call  a consumer at an unusual time or place. This includes before 8 a.m. and after 9 p.m. A debt collector cannot contact a consumer at their place of employment if they have reason to believe this is prohibited by the employer.

They are also required to immediately cease and desist contact with you if you are represented by and attorney, or if you notify them to do so in writing or notify them that you refuse to pay the debt.



There are many restrictions of abusive and harassing practices in the FDCPA also.  Debt collectors are prohibited from using the threat of violence or other criminal means to cause harm to the consumer.

The use of obscene language is prohibited along with  the   publication of  information  that  the consumer allegedly owes the debt.

Debt collectors cannot cause a consumer’s phone to  ring repetitively with the  intent to  annoy or harass any person. And they have to clearly identify themselves on every phone call.

False  and  misleading representations are  also prohibited per the FDCPA. These include the debt collector identifying themselves as an affiliate of the United States government, miss-representing the legal status of a debt, or that they are an attorney if they are not.

Your  debt   collectors  cannot   falsely  represent that the nonpayment could result in the arrest or imprisonment of the consumer or the seizure of their property or garnishment of their wages unless such action is lawful and the debt collector intends on taking that action.

Debt collectors are not allowed to communicate to any person credit information which is known to be untrue or in dispute. They also cannot falsely issue you documentation representing itself as coming from the courts.

They also  are  prohibited from  using any  false representation or deceptive means to collect a debt. They must identify themselves to the consumer as a debt collector and that the nature of the call is for that purpose.

Debt collectors are NOT directly affiliated with the credit reporting agencies, and they cannot claim that they are per the FDCPA.

They cannot accept post-dated checks of more than
5 days, or attempt to collect more than what is owed due to the original contract.

They must also send a statement to each consumer within 5 days of contacting the consumer. This letter must contain many things including the amount of the debt, creditor’s name, and many disclosures specific to FTC language.

Any violations within this act can be costly to the debt collector, especially in the civil and class action aspects.
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