	Tips for Building Your Credit

To build your credit history or demonstrate your creditworthiness:

Make regular deposits into a savings account. Ask the lender to consider this as proof that you can make payments every month, even if you are making the payments to yourself. Also, ask the lender to review your history of making rent and utility payments to demonstrate your ability to pay. 

Pay all of your bills on time. This will help establish a good credit history so you can get credit in the future. Not paying any bill you receive (e.g., cell phone bills, medical bills, or parking tickets) can harm your credit. If you are not responsible for the bill, do not ignore it. Contact the company that sent you the bill (or others if necessary—e.g., bank, credit card company, or credit reporting agency) to resolve the issue and ensure it does not affect your credit. 

Apply for a small loan at the bank or credit union where you have checking and savings accounts. Also, consider asking the financial institution to loan you money secured by funds in a savings account or a certificate of deposit. This reduces the lender’s risk, but it enables you to show that you can make timely payments on a loan. 

Apply for credit with a local store. They typically have a lower credit limit and a higher APR, but they are generally more willing to lend you money. 

Make a large down payment on a purchase and negotiate credit payments for the balance. If you do not have a credit history but have a large down payment, there is less risk to the lender that you will not make the payments. For example, if you are buying a used car for $5,000.00 and have enough cash, you might consider making a down payment of $1,000.00 to $3,000.00. Although the loan will be very small, it can prove you make your payments on time. 

Ask a friend or relative with an established credit history to be a cosigner for you. A cosigner promises to repay the loan if you do not. The lender should report the payment information for both you and the cosigner to the credit reporting agencies. Remember that you can damage the cosigner’s credit history if you do not pay the loan back as promised. 

Keep your debt levels low. The more debt you have in relation to your income or your available credit lines, the more you will be viewed by lenders as a higher risk borrower. All of your monthly obligations (e.g., rent/mortgage, car payments, school loans, credit card payments, etc.) should be less than or equal to 33 to 36 percent of your monthly gross income. 

Consider a no- or low-fee secured credit card if you cannot qualify for a regular credit card. Secured credit cards require you to keep cash (that serves as collateral) in a deposit account. Your credit limit would be based on the amount of cash you have in the deposit account.

	Tips for Managing Your Credit

Once you have decided you want to get a loan and have been approved, you need to keep these tips in mind to use the money you have borrowed wisely:

Pay off your entire credit card bill each month if possible. Try to pay more than the minimum balance due if you cannot. This will reduce finance charges and total interest paid. You may also want to stop using your credit card until you can pay off the balance so you do not accrue more debt than you can afford. 

Pay your credit card or loan payments on time to avoid late fees and protect your credit history. If you cannot pay on time, call your creditor immediately to explain the situation. The creditor may waive the late fees or be willing to make other payment arrangements. Always check your monthly statement to verify that it accurately lists the things you bought. Call your creditor right away if you suspect errors.

Ignore offers creditors may send you to reduce or skip payments. You will still be charged finance charges during this period.

Think about the cost difference if you purchase your item with cash versus if you purchase your item with credit.

	Credit Card Terms

Federal law requires that you receive a Federal Truth in Lending Disclosure Statement from any credit card company offering you a credit card. When you receive a credit card solicitation and initial disclosures, credit card companies must highlight or disclose: 

Specific account fees 

The reason why penalty rates may be applied 

Key terms (at account opening and when terms are changed) 

The important credit card terms you should look for are:

APRs for:

Purchases, Balance transfers, Cash advances, Penalties

Fees, including:

Annual and other periodic monthly fees, Transaction fees, Cash advance fees, Balance transfer fees, Penalty fees, Grace period, if applicable, Balance computation method

	Interest Rates and Interest Charges
Annual Percentage Rate (APR) for Purchases
8.99% to 19.99% when you open your account, based on your creditworthiness.
After that, your APR will vary with the market based on the Prime Rate.

APR for Balance Transfers
15.99%

This APR will vary with the market based on the Prime Rate.

APR for Cash Advances
21.99%

This APR will vary with the market based on the Prime Rate.

Penalty APR and When it 

Applies

How Long Will the Penalty APR Apply?
28.99%

This APR may be applied to your account if you: 

Make a late payment; 

Go over your credit limit twice in a 6-month period; 

Make a payment that is returned; or 

Do any of the above on another account that you have with us. 

If your APRs are increased for any of these reasons, the Penalty APR will apply until you make 6 consecutive minimum payments when due and do not exceed your credit limit during that time period.

How to Avoid Paying Interest on Purchases
Your due date is at least 25 days after the close of each billing cycle. We will not charge you interest on purchases if you pay your entire balance by the due date each month.

Minimum Interest Charge

If you are charged interest, the charge will be no less than $1.50.

Fees
Set-up and Maintenance Fees  

Annual Fee

Account Set-up Fee

Participation Fee

Additional Card Fee

Account Maintenance Fee on Closed Accounts

$30.00

$30.00 (one-time fee)

$30.00 annually ($2.50 per month)

$15.00 annually (if applicable)

$30.00 annually ($2.50 per month on closed accounts with an outstanding balance of $30.00 or more)

Transaction Fees

Balance Transfer

Cash Advance

Foreign Transaction

Either $5.00 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100.00).

Either $5.00 or 3% of the amount of each cash advance, whichever is greater.

2% of each transaction in U.S. dollars.

Penalty Fees

Late Payment

Over-the-Credit Limit

Returned Payment

$35.00 and higher

$40.00 and higher

$35.00

Other Fees

Required Account Protector Plan

$0.79 per $100.00 of balance at the end of each statement period. See back for details.

How we will calculate your balance:

We use a method called “average daily balance (including new purchases).” 

Loss of introductory APR:

We may end your introductory APR and apply the Penalty APR if you make a late payment. 



	
	APR

The APR represents the cost of borrowing money on a yearly basis. It includes both the interest you are charged and fees. 

If you plan to keep a balance on your credit card account, you want to look for a low APR. If you expect to pay your credit card bill in full each month, it will be more important to compare the annual fee and other charges.

Credit card companies may offer low introductory APRs (teaser rates) for a limited time to attract new customers. Credit card companies must include clear information on how long these introductory rates will last. They cannot impose new rates until after the advertised period, which must be at least 6 months. That rate may be either fixed or variable.

Fixed rate means the interest rate will not change. 

Variable rate means the rate can change—it can go up or down.

Generally, the credit card company cannot increase the APR on your existing card balances except under any of these conditions: 

They inform you at the time you open the card account that they will give you a temporary rate for the first 6 (or more) months and then they plan to increase your rate.

The APR for variable-rate cards changes due to a change in an index (e.g., U.S. Treasury Securities) that the creditor cannot control.

You neglect to satisfy a workout arrangement (a debt reduction or other concessions agreed to by you and the creditor to help repay).

You do not make the required minimum payment within 60 days of the due date.

The creditor generally cannot increase the interest rate that applies to new transactions for a year after the card was issued (unless there is a promotional rate). 

After a year, the creditor can raise the rate but has to inform you 45 days before the change takes effect.

The creditor must provide you with a 45-day advance notice of any rate increase or significant changes in account terms. 

You have the right to cancel the card before the changes take effect. You are effectively closing the account.

The terms of your credit card agreement may also provide that the creditor will permanently increase the interest rate on your credit card by a large amount if you do not pay your credit card bill on time. This is called the penalty APR. 

	
	Fees

Check how much you will pay for:

Annual fees: The cost of obtaining the card on an annual basis. 

Late fees: Fees for not making timely payments.

Over-the-limit fees: A fee for borrowing more money than the bank agreed in advance to lend you (your credit limit). 

Balance transfer fees: Fees that are charged for transferring balances from one credit card to another. 

Cash advance fees: Fees that are charged for getting cash on your credit card from an ATM. 

Credit-limit increase fee: A fee charged if you ask for and receive an increase in your credit limit.

Foreign transaction fee: A fee charged for purchases made in a foreign country.

	
	Grace Period
The grace period lets you avoid or minimize finance charges by paying your balance in full, or making the minimum payment, on or before the due date. 

All credit card companies must mail your bill at least 21 days before the due date so you will have enough time to pay and avoid finance charges. Keep in mind that many credit card companies never provide a grace period for cash advances or balance transfers.

	
	Balance Computation Method
The balance computation method is used to determine how interest on your account is calculated. There are a variety of methods. The most common method used is the Average Daily Balance.

To calculate this:

Balance x APR x # of days in the billing cycle

# of days in the calendar year

	

	Credit Reports

A credit report is a record of how you have paid your debts. Remember, debts are bills or money that you owe. A credit report tells creditors:

Who you are

How much debt you have, including how many accounts you have, how long you have had them, and how much of your credit limit is unused

Whether you have made payments on time

Whether there is negative information about you in public records (e.g., collection actions, bankruptcies, and judgments)

How many inquiries are listed in your credit report 

If you do not have a credit history, some credit card companies will consider other factors that tell them whether you may be a good credit risk. For example, they might ask for proof that you pay rent, utilities, and other bills on time or that you make regular deposits to a savings account.

	Credit Reporting Agencies

Your credit report is kept on file with three major credit reporting agencies. They are:

Equifax, Experian, TransUnion

Financial institutions report information about you to the credit reporting agencies, which compile this information in the form of a credit report. Banks, in turn, ask the credit reporting agencies for this information when you apply for a credit card.

	How to Get Your Free Annual Credit Report

You can print a copy of the Annual Credit Report Request Form from www.annualcreditreport.com or www.ftc.gov/credit. You must provide:

Your name, address, Social Security Number (SSN), and date of birth

Your previous address if you have moved in the last 2 years 

For security purposes—information only you would know (e.g., the amount of your monthly mortgage payment)

Different information from each company; each has information in your file from different sources 

In addition to the one free report a year, you may also be able to obtain a free credit report if:

Your application for credit, insurance, or employment is denied based on information in your credit report

You are unemployed and plan to look for a job within 60 days

You are receiving public assistance

You have reason to believe that your report is inaccurate because of fraud, including identity theft

If you are not eligible for a free annual credit report, a credit reporting agency may charge you a fee for each copy. To buy a copy of your report, contact one of the following: 

Equifax: 1-800-685-1111 or www.equifax.com
Experian: 1-888-EXPERIAN (397-3742) or www.experian.com
TransUnion: 1-800-916-8800 or www.transunion.com

	Credit Scores

A credit score is:

A number that helps lenders determine how much of a credit risk you may be 

Calculated based on information in your credit report

Two of the scores used by lenders are:

The Fair Isaac Corporation (FICO) score

VantageScore

Your FICO score is the primary method lenders use to assess how deserving you are of their credit. 

A FICO score is calculated using a computer model that compares the information in your credit report with thousands of other customers. FICO scores range from about 300 to 850. 

VantageScore is a newer credit scoring system offered by all three credit reporting agencies. You should have a similar VantageScore from each of the three agencies.

The VantageScore ranges from 501 to 990. 

It also groups scores into letter categories covering an approximately 100-point range, just like grades you receive on a report card. For example, your credit grade would be “A” if you had 901 points or more.

	

	Using Your Credit Card Responsibly

	How to Use Your Credit Card Responsibly

Here are some tips and guidelines for using credit responsibly and maintaining good credit. Good credit will help you get better loans and even better jobs, in some cases.

Start small. Do not charge too much on your credit card until you are comfortable with the monthly bill.

Check your monthly statement to verify that it accurately lists the things you bought. Call your creditor right away if you suspect errors in your statement.

Pay off your total balance each month or try to pay more than the minimum amount. 

Pay on time to avoid late fees and to protect your credit history. If you cannot pay on time, call your creditor immediately to explain the situation. The creditor may waive the late fees or be willing to make other payment arrangements.

Protect your credit card and account numbers to prevent unauthorized use and to minimize a potential loss or theft. Draw a line through blank spaces on charge slips so the amount cannot be changed. Put your signature or the words “See ID” on the back of your credit cards.

Keep a record of your account numbers, expiration dates, and the phone numbers of each credit card issuer in a safe place, separate from your credit card, so that you can report a loss quickly.

Think about the cost difference if you purchase your item with cash versus if you purchase your item with credit. 

Ignore offers creditors may send you to reduce or skip payments. You will still be charged finance charges during this period.

Read all notices and information you receive from credit card companies. 

Read and keep all documentation pertaining to the rules that govern your account (the cardholder agreement) that the bank sends.

Ask the credit card issuer to waive the fee or lower the interest rate after you have established a good credit history.

Limit the number of credit cards you have and monitor your credit card usage. 

Save cash for unexpected emergencies so that you do not have to use your credit card. 

Be careful with blank convenience checks that your credit card company may mail you as a quick way to write yourself a loan. 

	

	Correcting Credit Card Problems

Here are some tips for correcting credit card problems:
Reduce your expenses by paying off the balance on your highest rate loans first. 

Pay for future purchases using cash or a debit card linked to your checking account.

Turn to a reputable credit counselor if you have serious problems paying off your credit card debt. 

Beware of debt consolidation loans. These are loans that you get in order to help pay off what you owe on several credit cards. 

Beware of debt settlement companies that charge high rates and application fees. 

Use bankruptcy only as a last resort.
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