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Financial Empowerment Curriculum

Module 3: Mastering Credit Basics
Time Clock: 11:00-12:00

Module Objectives:

(1) Explain how to access and review your credit report.

(2) Identify the factors that control your credit report and credit score.
(3) Recall strategies that will help you increase your credit score.

(4) Describe the impact of bankruptcy.

Module Overview

Explain that the purpose of this module is to help
individuals review, understand and improve their
credit.

Financial Empowerment Curriculum
Moving Ahead Through Financial Management

Module Three:
Mastering Credit Basics

Reviewing,
Understanding and
Improving Your Credit

L

Slide 1

Say “As you may know, the Financial
Empowerment Curriculum was developed
through the partnership of The Allstate
Foundation and the National Network to End
Domestic Violence. As you can see, the
curriculum consists of five separate learning
modules that can be delivered in a group or one-
on-one setting, and can be delivered together
during a five hour course or independently with
each module lasting about one hour.”

TRANSITION

“Today, we are going to review module three as
part of a <insert time allocated> session. There is
quite of information that we’ll be covering, so
please ask questions and share your personal
experiences. After all, that is how we all learn!”

Financial Empowerment Curriculum
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Financial Empowerment Curriculum

Module Overview (continued)

@ Module Three Objectives

B Explain how to access and review your credit report.

W [dentify the factors that control your credit report and credit
score.

m Recall strategies that will help you increase your credit
score.

B Describe the impact of bankruptcy.

Slide 3

Module Three Opening Exercise

|t | =00 Veal et

B Before we begin to discuss how to review your credit report, |
want you to take a moment to reflect on your personal
experience.

B On a scale of 1-10, how comfortable are you with your personal
knowledge regarding obtaining and reading your credit report?

B Why would you rate yourself the way you did? What life
experiences have provided you the opportunity (or taken away
the opportunity) to allow you to manage your credit and improve
(or harm) your credit score?

B Be prepared to share your ideas and thoughts with the class.
B You have five minutes.
B

e

Slide 4

Display the slide “Module Three Objectives.”

Read the bulleted items on the slide that reviews the
module objectives.

Display the slide “Module Three Opening Exercise.”

Read the bulleted items on the corresponding slide
which provide an overview of the discussion activity.

Allow five to ten minutes for participants to gather
their thoughts.

Ask for someone to share how comfortable they feel
on obtaining and reading their own credit report,
using a scale 1-10. After they answer, ask why they
believe they rated themselves that number? What
caused it to be high or low?

Allow participants to share stories and thoughts.
Although you don’t want to move too quickly during
this segment of the course, you also want to manage
the discussion.

TRANSITION

“Thank you for sharing your experience in regard
to your credit report as it helps us understand
why this module is so important. In fact,
understanding your credit report and having a
good credit score is one of the most critical
factors to becoming financially independent.”
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Financial Empowerment Curriculum

Topic 1: Reviewing Your Credit Report

Module Three:

Mastering Credit
Basics

IReviewing Your Credit Report l

Understanding Your Credit Score
Improving Your Credit Score
Understanding Bankruptcy

Slide 5

Reviewing Your Credit Report

To master your credit you need to obtain your credit report.

Each of the three credit reporting agencies must provide you with a
free copy of your credit report every 12 months (upon request),

A central Web site handles requests for the three agencies and you
may order your reports oniine, by phone or by mail.

Annual Credit Report Reguest Service
P.O. Box 105281

Atlanta, GA 303485281
1-877-322.8208

hitp fwww annialoreditenot com

Equifax: 1-800-525-6285 Wiy oo i oo
Experian: 1 888 EXPERIAN (387 3742) www experian com
TransUnion: 1-800-680-7289 v s ol oo

Slide 6

Reviewing Your Credit Report

Why is your credit score so important regarding rate?

FICO SCORE 30-YR. FIXED RATE

720950

700-719

r5-o00 A

620-674 1.705%

soo-o1 |CEE]

500559
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Slide 7

Display the slide “Module Three-Mastering Credit
Basics.”

Say “Module Three of the Financial
Empowerment Curriculum: Moving Ahead
Through Financial Management has a total of four
topics.”

Read topics shown on the corresponding slide.

Say “The first topic we are going to be discussing
is Reviewing Your Credit Report.”

Display the slide “Reviewing Your Credit Report.”

Say “So, we just shared our personal experience
with credit reports. Now, let’s take a moment to
discuss how you would obtain a copy of your
credit report.”

Ask for a volunteer from the audience to read the
bullet points on the corresponding slide.

Display the slide “Reviewing Your Credit Report.”

Say “Great job! Thanks for your help in
reviewing that slide. Now let’s learn why having a
good credit score is so important.”

Read and review the FICO chart on the
corresponding slide.

Moving Ahead Through Financial Management — Module Three 4
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Financial Empowerment Curriculum

Topic 1: Reviewing Your Credit Report (continued)

Reviewing Your Credit Report

What does a credit report look like anyway?

Slide 8

Reviewing Your Credit Report

Does checking your credit report lower your credit rating?

Checking your credit score or pulling your own credit report does
not hurt your credit rating.

In addition, credit inquiries made by companies checking your credit
report to send you pre-approved offers do not count either.

However, if you respond to those offers, and the credit card
company or morigage lender pulls your credit report to do a more
thorough investigation, it does count.

Each credit inquiry can lower your score by five points.

However, the FICO scoring system counts muitiple inquirles made
in a 14-day period 3s jusi one inguiry,

Display the slide “Reviewing Your Credit Report.”

Say “Obviously, having a good credit score is
very important as it allows you to obtain
competitive interest rates. A lower interest rate
will in turn provide you with lower loan payments
and ultimately allow you to save more money
long term.”

Read and review the example of the credit report on
the corresponding slide.

Display the slide “Reviewing Your Credit Report.”

Say “Since credit inquiries impact your credit
score, do you think your score will drop if you
pull your own credit report?”

Ask for a volunteer from the audience to read the
bullet points that display on the corresponding slide.

TRANSITION

“Nice work! This first topic provided a brief
overview on how to obtain and review your credit
report. Now let’s move to our second topic of

Slide 9 Module Three, which is to understand your credit
score.”
Moving Ahead Through Financial Management — Module Three 5
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Financial Empowerment Curriculum

Topic 2: Understanding Your Credit Score

Module Three:

Mastering Credit
Basics

Reviewing Your Credit Report

IUnderstanding Your Credit Score l

Improving Your Credit Score
Understanding Bankruptcy

Slide 10
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Slide 11

Understanding Your Credit Score

How do these five factors impact my credit score?
Your credit score takes info consideration all these categories of
information, not just one or two.

‘The imporiance of any factor depends on the overall information in
your credit report.

The information in your credit report changes, so does the
importance of any factor in determining your credit score.

It's impossible to say exactly how important any singie factor Is in
determining your score since they are different for everyone.

What's important is the mix of information, which varies from person

to person, and for any one person over time.

Slide 12

Display the slide “Module Three-Mastering Credit
Basics.”

Say “As you can see, our second topic of Module
Three is Understanding Your Credit Score.”

Display the slide “Understanding Your Credit
Report.”

Say “Now that you understand some credit report
basics, let’s talk about how your credit score is
calculated.”

Read and review the chart on the corresponding
slide.

Say “Each of these five areas make up a
percentage of your overall credit score.”

Display the slide “Understanding Your Credit
Report.”

Say “How do you believe these five factors
impact your score?”

Ask for a volunteer from the audience to read the
bullet points that display on the corresponding slide.

TRANSITION

“Again, thank you for sharing in the delivery of
this presentation, | appreciate your help. Now
let’s move to our third topic of Module Three.”

Moving Ahead Through Financial Management — Module Three 6
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Financial Empowerment Curriculum

Topic 3: Improving Your Credit Score

Module Three:

Mastering Credit
Basics

Reviewing Your Credit Report
Understanding Your Credit Score

Ilmproving Your Credit Scorel

Understanding Bankruptcy

Slide 13

Improving Your Credit Score

What are some payment tips to improve my credit score?
Pay your bills on time. Delinguent payments and collections can
have a major negative impact on your FICO score.

If you have missed payments, get current and stay current.
The longer you pay your bills on time, the better your credit score.

Be aware that paying off a collection account will not remove it from
your credit report and it will stay on your report for seven years.

If you are having trouble making ends meet, contact your creditors
of see a legitimate credit counselor,

Slide 14

Improving Your Credit Score

What are some payment tips in regard to the amount owed?

Keep balances low on credit cards and other ‘revolving credit. High
outstanding debt can affect a credit score.

Pay off debt rather than moving it around.

Don't close unused credit cards as a short-term strategy to raise
your score.

Consider following the 30% rule (i.e. if your limitis $1,000, fry to
keep your balance below $300).

Don't open a number of new credit cards that you don't need, just to
increase your available credit. This approach could backfire and
actually lower your credit score.

Slide 15

Display the slide “Module Three-Improving Your
Credit Score.”

Say “As you can see, our third topic of Module
Three is Improving Your Credit Score. Since we
have already discussed how to obtain, review and
read your credit score, let’s review how you can
improve your credit score.”

Display the slide “Improving Your Credit Score.”

Say “First, let’s review some payment tips that
will help you improve your credit score.”

Ask for a volunteer from the audience to read the
bullet points that are displayed on the corresponding
slide.

Display the slide “Improving Your Credit Score.”

Say “What about payment tips in regard to the
amount owed?”

Ask for a volunteer from the audience to read the
bullet points that are displayed on the corresponding
slide.

Moving Ahead Through Financial Management — Module Three 7
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Financial Empowerment Curriculum

Topic 3: Improving Your Credit Score (continued)

Display the slide “Improving Your Credit Score.”

Improving Your Credit Score

Say “How about some payment tips in regard to
obtaining new credit?”

What are some payment tips in regard to new credit?

Rate shop for a loan within a focused period of time.

Read the bullet points that display on the
corresponding slide.

Re-establish your credit history if you have had problems.
Opening new accounts responsibly and paying them off on time wili
raise your credit score in the long-term.

Apply for and open new credit accounts only as needed.
Use credit cards but manage them responsibly.

In general. having credit cards and loans (and paying timely
payments) will raise your credit score.

Someone with no credit cards, for example, is at higher-risk than
someone who has managed credit responsibly.

Slide 16

Display the slide “Improving Your Credit Score.”

Improving Your Credit Score

Say “To end this topic, let’s talk about what you
should do if you discover an error on your credit
report.”

If you discover an error on your report, do the following:

Make a copy of your credit report and circle incorrect information.

Write 3 Jetter to the agencies detailing the inaccurate information.
Explain each dispute and request an investigation for resolution.
Send a similar letter to the creditor reporting the incorrect information.

Send all materials by certified mail with retumn receipt.

Ask for a volunteer from the audience to read the
bullet points that display on the corresponding slide.

TRANSITION

The reporting agency will initiate an investigation by contacting creditors
to verfy the accuracy of the information.

“Thanks for sharing everyone! Now let’s move to
our fourth topic and final topic of Module Three.”

If an investigation doesn't resolve your dispute, ask that a 100-word
statement of the dispute be included in your file.

Slide 17
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Financial Empowerment Curriculum

Topic 4: Understanding Bankruptcy

Module Three:

Mastering Credit
Basics

Reviewing Your Credit Report
Understanding Your Credit Score
Improving Your Credit Score

IUnderstanding Bankruptcyl

Slide 18

Understanding Bankruptey

What is bankruptcy?

Bankruptcy is a last resort.

It cannot clean up a bad credit record and will be part of your credit
record for up to 10 years.

Before considering bankruptey, consult a nonprofit credit counselor.
There are different forms of bankruptey.

Chapter 7 wipes out all debts and provides certain personal-property
exemptions.

Chapter 13 is a court-approved repayment pian. The debtor keeps all
property and makes regular payments on the debts after filing for
bankruptcy.

Slide 19

Understanding Bankruptcy

What are the long-term effects of bankruptcy?
It is a very long process to reestablish credit your credit after filing for
bankruptey.

It could determine whether or not you get the job you want. Some
businesses use credit reports to make employment decisions.

Your insurance rates may increase.
It may be difficult to rent an apartment or qualify for a home loan.

Bankruptcies stay on your credit report for 10 years,

Phone companies and other utility and service providers may look at
your credit history before providing service.

Slide 20

Display the slide “Module Three-Mastering Credit
Basics.”

Say “As you can see, our fourth topic of Module
Three is Understanding Bankruptcy. Although
we won'’t spend a whole lot of time discussing
this facet of credit, we will discuss the long-term
effects of bankruptcy.”

Display the slide “Understanding Bankruptcy.”
Say “First let’s define bankruptcy.”
Ask for a volunteer from the audience to read the

bullet points that are displayed on the corresponding
slide.

Say “Now that we know more about bankruptcy,
let’s talk about its long-term effects.”

Display the slide “Understanding Bankruptcy.”

Ask for a volunteer from the audience to read the
bullet points that display on the corresponding slide.

Say “Since we now know the impact of filing
bankruptcy, let’s discuss strategies to avoid
bankruptcy in the future.”

Moving Ahead Through Financial Management — Module Three 9
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Financial Empowerment Curriculum

Topic 4: Understanding Bankruptcy (continued)

Display the slide “Understanding Bankruptcy.”

Understanding Bankrupicy

Read the bullet points on the corresponding slide and
Before filing bankruptcy, consider the following strategies: expand on eaCh one Of the tOpiCS.

Consider a smaller home or vehicle. If you reduce spending, you may
be able to find the money o repay your debt. TRANSITION

Talk with your creditors. Creditors are often willing to work out a

DR R “Thanks for sharing everyone! Now let’s wrap-up

Talk with a nonprofit counseling agency. These agencies can help you

create a plan [0 handie all of your debls. this module with a short discussion activity. This
e e forum will provide all of us a good summary of
Consider debt consalidation. To pay your debl you may be able to what we learned.”

borrow against your workplace retirement plan or other securities.

e

Slide 21
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Financial Empowerment Curriculum

Module Review

Module Three Review Exercise

|-C| L | '\._-I 1;'...“‘ :.-l-.;'..i.'l

®  Think about what we have discussed during the past hour.

B What do you believe was the most important piece of
information you learned today?

B What is one action item you will commit doing to improve your
current situation?

B Be prepared to share your ideas and thoughts with the class.

B You have five minutes.

L

Slide 22

Display the slide “Module Three Review Exercise.”

Read the bulleted items on the corresponding slide to
review the activity

Allow five to ten minutes for participants to gather
their thoughts.

Ask for someone to share the most helpful or
important information they learned today? When did
the “light bulb” go off for them? Encourage others in
the audience to also share their thoughts.

Ask for someone to share one action item they
learned in this module that they intend to do within
the next seven days. Encourage others in the
audience to share their thoughts and advise them to
transfer their “next steps” into their portfolio.

Note: Remember, the most effective way to get
someone to change their behavior is to: (1) tell them
how to change, (2) have them tell you how they want
fo change and then (3) get them to write it down. The
process of writing the behavior or action transfers
accountability and ownership and increases the
chances of the action actually taking place.

TRANSITION

“Thank again for sharing your stories and
experiences.”

Transition

Financial Empowerment Curriculum
Moving Ahead Through Financial Management
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Ask if anyone has any questions before closing the
session or moving to Module Four.

TRANSITION

Note: How you close the session will be determine
whether or not you are delivering this module as a
stand-alone or in tandem with other module(s).

Say “Now let’s move to Module Four where we
will cover Building Financial Foundations!”

Say “Thank you again for your sharing your
insight. We look forward to continuing to

Slide 23 support you and your family in the future as you
achieve financial independence!”
Moving Ahead Through Financial Management — Module Three 11
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