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Module I. Financial Goals  

Activity 1. What is your financial dream? For what reason would you like to 
save money? Draw, write, or imagine what it is that your heart desires. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Now think about: 

Why is this important to you?  

 

What is motivating you to reach this dream? 

 

By when would you like to achieve this goal?  
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Action Plan 

Think and write down an action that you could take this week to get you closer to 
your dream.  

_________________________________________________________________________ 

This action will be taken: 

One time only        Once a week going forward Once in a while 

How will this action help you to get closer to your goal? 

_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________ 

 

Now think of an action that you could take this month to help you achieve your 
goal.  

________________________________________________________________________ 

This action will be taken:  

One time only             Once a month going forward  Once in a while 

How will this action get you closer to your dream? 

_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________ 

 

Who in your life can help keep you accountable in completing these actions?  

_________________________________________________________________________ 

_________________________________________________________________________ 
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Module II. Good Credit  

What is good credit and what purpose does it serve? 

To have good credit means that you have a positive history of managing your debts. 
The creditors consider that if you have paid off money that you borrowed in the past, 
then you will continue to be a trustworthy borrower in the future.  

 Good credit allows you to obtain services and products without having to pay 
for them beforehand.  

• Money that you are lent with the promise of paying back in the future 
is called a loan, and it usually comes with an additional fee while being 
paid back. This additional fee is called interest.  

• Interest – is the amount that you are charged for borrowing money. It 
is calculated as a percentage of the money that you were lent.  

 If you have good credit, then creditors will be more motivated to lend you 
money, because you are less of a risk than someone with bad credit history. 

 Good credit allows one to borrow money and take out loans, with lower 
interest rates, meaning you will pay less to borrow money over time.  

 

How can good credit help your family? 

Activity 2. Draw 3 things that are important to you and which you could more easily 
acquire with good credit.  
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Some of our financial dreams: 

 

Credit influences many aspects of your life. You will need to have a good credit 
history to achieve your financial dreams for you and your family. 

 Good credit is necessary to obtain a mortgage or to buy a house. 
 With good credit, you can acquire financing to buy a car. 
 Good credit will allow you to obtain student loans to invest in education for 

yourself and/or your children.  
 Having good credit means having access to credit cards or bank loans that 

you can utilize in emergencies such as sickness, job loss, or accidents. 
 Good credit is necessary to rent an apartment, obtain a cell phone, and/or 

internet plan.   
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How can good credit help your business? 

 

 All entrepreneurs/business owners need to have good credit, even small 
business owners, in the interest of interacting with lenders.  

 Having good credit will provide you with more flexibility in running your 
business. For example, you will be able to choose from a greater variety of 
products from different vendors at more competitive prices.  

 Good credit will give you the opportunity to access capital so that your 
business can grow.  

 

Expand your 
business 

To buy 
equipment 
and tools

To open your 
own store

To obtain 
discounts on 
merchandise

To access 
more lines of 
credit from 

your 
suppliers

To buy more 
merchandise
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How can you prepare to start growing your business? 

Because you are a small business owner, many of the 
opportunities that you will have to grow your business, 
especially at the beginning, will depend on your personal credit. 
Having good control of your personal finances will help you to 
take advantage of future opportunities to obtain capital and to 
expand your business.  

 

Things to consider when trying to obtain financing for your business 

 Accessing capital for business depends greatly on other factors that are not 
required in order to obtain personal credit.  
 

 Each bank has their own ways of measuring risk which can include, among 
other factors: your personal credit, the profitability of your business, the 
length of time that you have had the business, and whether or not you have 
a business plan. Traditional Banks and non-traditional Banks will also 
measure risk and weigh these factors in different ways.  
 

 You also must consider factors that are outside of your control, such as the 
risk of each industry. For example, the restaurant industry is notoriously 
volatile and difficult to manage.  
 

 We recommend that you focus on factors that are in your control, which 
include: building your personal credit, knowledge of your industry, and a 
strong plan that demonstrates that you know your business in and out.  
 

 We also recommended that you grow your credit in a sustainable way. For 
example, when you begin don’t acquire a very big loan that you won’t be able 
to manage in the future.   
 

 When you obtain access to loans for the business, ensure that you are utilizing 
that money for your business.  
 

 

 

 

 

Today is the best day to start getting ready to grow your business. 
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What happens when you have no credit or bad credit? 

If you need to utilize credit and have not yet begun building credit or you have bad 
credit, then your options are more limited. Borrowing money becomes more 
expensive, and you may become vulnerable to high-risk vendors and credit 
products, such as:  

1. Loan Sharks 
2. Informal Loan Club (often referred to as susus or tandas) 
3. Pre-paid credit cards 
4. Predatory lenders who target small businesses specifically 

 
1. Loan sharks –  Are people who generally lend money with extremely high levels 
of interest. 

WATCH OUT – The actions carried out by loan sharks are usually illegal. They 
sometimes threaten their borrowers with violence to cover their loans.  

Loan sharks tend to charge borrowers weekly, in the form of interest or a percentage 
of the principle.   

Example: 
If you ask a loan shark for a loan of $1,000, they will probably ask you to pay $50 each week 
in interest. 

The loan finishes when you pay the $1,000 in full. However, the $50 dollars a week will not 
be discounted from the principal, so the total extra amount of interest you will end up paying 
depends on how long it takes to finish paying the $1,000.  

If you take 10 months to put together the money, you will have to pay $2,000, in interest in 
addition to the $1,000 in principal.  

2. Informal Loan Clubs – Also known as susus or tandas, are most likely organized 
between people who know one another. Each person contributes a specific amount 
of money at a specific time (weekly, bi-weekly, monthly) for a specific length of time 
(10 months, 6 months). At the end of each month, a person in the group receives 
the money accumulated by the group during the previous month.  

Example: 
Ana is the leader of a susu of 10 people. Every two weeks, all of the participants have decided 
to put in $100, at the end of the first month, Ana will receive $2,000. The following month, 
another member of the susu will receive $2,000. The susu will finish in 10 months when all 
of the members have received a $2,000 monthly reimbursement. Ana received the $2,000 
as credit, and she has to pay $100 every two weeks until she pays the $2,000. Rosa was the 
last participant to receive $2,000. For Rosa, the susu essentially served as a savings account 
that helped her save $200 every month.  

WATCH OUT – The primary risk associated with these clubs is that one of the 
first people who receives a reimbursement ends up disappearing or leaving 
the group. Other risks are that the leader of the group (who presumably holds 
the money) runs off with everybody’s contribution.  
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3. Pre-paid Credit Cards – With these products, you must deposit money onto the 
card before you use it. Pre-paid cards can be used at most places that accept credit 
cards and debit cards. 

Pre-paid cards end up being quite expensive, due to a variety of extra fees: an 
activation fee, recharge fee, checking balance fee, fees for removing cash from ATM, 
and charges for using the card to pay bills. Some pre-paid cards also charge monthly 
or annual maintenance fees.  

4. Predatory lenders who target small businesses – Some companies give loans 
with the objective of preying on small businesses owners, who are often minorities 
or immigrants. They know small business owners have less access to capital. 
 
What makes these institutions predatory?  
 The interest rates are extremely high, and they are not clearly indicated in the 

paperwork.  
 They have a lot of hidden costs that also may not be clearly communicated.  
 The contracts are very difficult to understand, making them quite confusing 

when compared with other offers.  
 A lot of these loans and institutions are found on the internet. 
 Often the only payment method for these loans are automatic monthly 

withdrawals from your bank account. 
 
There are not a lot of regulations that protect the small businesses from predatory 
loans. What can you do to protect yourself?  
 
 If something sounds too good to be true, it probably is not a good loan 

product.  

 Search for help from trustworthy institutions that can help you find financing. 

Ask the facilitator about the program, WE Master Money: Funding.  

 Make sure you understand all the interest rates (APR) and all of the different 

charges. For example: application fees, distribution fees, late fees, etc.   

 Utilize loans granted by institutions that are committed to the “Small 

Business Borrower’s Bill of Rightsi.”  

1. The Right to Transparent Pricing and Terms.   
2. The Right to Non-Abusive Products.  
3. The Right to Responsible Underwriting. 
4. The Right to Fair Treatment from Brokers. 
5. The Right to Fair Collections Practices 
6. The Right to Inclusive Credit Access. 
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Module III. How do creditors know if you have good credit? 

When you apply for credit, companies will review your score to decide whether or 
not they will offer you money. That score allows them to evaluate your credit risk. 
Many different products that rate credit scores exist, but the most utilized score is 
FICO.    
 

FICO Scoreii 

The most used FICO score range is 300 to 850. Higher scores represent less risk for 
giving credit to a borrower.  
 

Categories of FICO Scoreiii 

Having a good credit score depends on the risk that each creditor is willing to take. 
However, there is a range of FICO scores that compares a snapshot of your credit 
with the FICO scores of the rest of the U.S. population.  

 

 

Under 580 From 580 to 
669 

From 670 to 
739 

From 740 to 
799 

From 800 
and upwards 

Risky credit 
score, would 
be very 
difficult to be 
accepted for 
most types of 
credit. 

Acceptable 
credit score. 
Will begin to 
be accepted 
for credit, but 
the interest 
rates will be 
high.  

Good credit 
score.  

Very good 
credit score. 

Excellent 
credit score.  

Will receive 
the best offers 
of credit.  

 
 Having a good credit score will help you obtain credit and financing with 

lower interest rates and better overall terms.  

 Your credit score influences the credit line that card companies will grant 
you or in the case of loans, how large the loan will be. 

 Your credit score is also evaluated when you apply for a lease, or by a 
telephone, cable, or internet provider.  

300  580         670  740    800               850 
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How is the credit score calculated? 

Your credit score is determined from the information that is in your credit report. 
 

What is a credit report? 

The credit report is a history of your credit information reported by creditors to the 
credit agencies.  
 

Who are the Credit Agencies? iv 

You should be aware of the three different versions of your credit report, from the 
three most important credit bureaus in the market: 

 Equifax 

 Experian 

 Transunion 
 
 

Module IV. The Credit Report 

Activity 3. In groups of four, analyze the credit report in pages 11-14, and identify 
what type of information is being reported. You can utilize the boxes below to write 
information that you found. Select a person in your group to share what you found 
with the class.  
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Source: Experian on https://www.experian.com/credit_report_basics/pdf/samplecreditreport.pdf
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What information do you find on the credit report? 

 The creditors disclose the following information on your report: 
 What type of credit you use (for example: cards, car loans, 

mortgage) 
 Have you made your payments on time or not 
 When was the account open/closed 
 The credit limit(s) on your card(s) or the initial amount of your 

loan(s) 
 What is the balance on each of your accounts 

 
 Personal Information that you have reported to the creditors: your name 

(and if you have used other names), your address (present and past), social 
security number, date of birth and current and past employers.  

 Credit Inquiries: Every time that you apply for credit it is reported to the 
credit bureaus. This occurs regardless of whether you were accepted or 
denied for credit.  

 Collection Accounts: The credit report will show the original amount of the 
debt when it was sent to the collection agency, the current balance of the 
debt, and the date that the debt was acquired by that collection agency.  

 Public Records: Judgements from creditors, garnishments, tax liens, 
foreclosures, and bankruptcy. 

The creditors can choose to report to one, two, or three agencies. For that reason, 
the three credit reports can have different information on them. Your credit score 
will also vary across the three agencies.  

ATTENTION – Your report and score do not have information about your 
income, checking or saving accounts, immigration status, criminal record, 
race, color, religion, country of birth, gender, marital status, or whether or not 
you receive public assistance.   

 

Module V. Obtain your credit report  

Some of the reasons why you should review your credit report include: 

 To know your current situation with regards to credit and to be able to 
make financial decisions that are realistic.  

 To know what information is being reported about you.  

 To ensure that the information reported about you is correct. You have 
the right to correct erroneous information.  

 To protect yourself from identity theft.   
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How do you obtain a credit report? 

In accordance with federal law, you have the right to obtain your credit report every 
12 months from each one of the three major credit bureaus. You can obtain your 
report in three different ways:v 
 

a. By mail 
 You need to fill out the Annual Credit Report Request Form, which can 

be found at www.annualcreditreport.com 
 Enclose in the envelope the necessary documents. 

   
b. On the internet: www.annualcreditreport.com  
 To make the request online you must have a social security number. 

 
c. By calling 1-877-322-8228 
 The phone service request is only available in English.  
 You must go through a process of identity verification on the phone.  

How do you obtain the report without a social security number? 

If you don’t have a social security number, the best way to obtain your credit report 
is through the mail. The credit agencies use all the basic information that is available 
to identify you. This includes your complete name, current and past addresses and 
date of birth. If you have utilized a Tax ID number or ITIN number (Individual 
Taxpayer Identification Number) to open credit, you should also include it.  

In the one-on-one financial counseling session your financial counselor can 
help you access your credit report and score. Make your appointment today. 

All services are free! 

 
ATTENTION – Obtaining your own credit report through the three agencies 
(Transunion, Experian or Equifax) does not hurt your credit. Viewing your 
credit with a Financial Counselor from Ariva doesn’t hurt your credit either 
because Ariva is an organization authorized to obtain credit reports for 
educational purposes.  

  
Other ways to obtain your credit report: 

 There are other internet sites that allow you to obtain free credit reports and 
scores (they usually require a social security number). If you decide to utilize 
these services, keep in mind that they will try to sell you additional services.   

 Other sites promote credit reports and free credit scores, but they require you 
to register a credit card. This means that you will get the service for free, but 
only temporarily; eventually the company will begin charging your card.  
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Module VI. Reading your credit report 

Activity 4.  Together let’s read the credit report on pages 11-14.  

 
For how long will negative information remain in your credit report? 

 Late payments remain on your credit report for 7 years.  

 Collection accounts remain on the report for 7 years.  

 Bankruptcy remains on your report for 7 to 10 years, depending on the type 
of bankruptcy. 

 Judgements remain on your credit report for 7 years.  

 Foreclosures remain for 7 years.  

 Tax liens can remain on your credit indefinitely.  

 Credit inquiries remain on your credit report for 2 years. 

ATTENTION – As time goes on, the effect of the negative information on your 
credit score will diminish.   

 
What can you do if there is incorrect information on your credit report? 

If you find incorrect information on your report, we recommend that you: 

 Initiate a dispute with all three of the credit agencies: Equifax, Experian and 
Transunion.  

 In writing, contact the company that reported the information incorrectly 
(whether it be the original creditor, or the collection agency that bought the 
debt).  

 Save copies of all the documentation that you have sent and received 
regarding the dispute.  

 The credit agencies and creditors must investigate your dispute and correct 
any errors.  

WATCH OUT – Errors on your credit report could be a sign of identity theft. 
The first step in protecting your identity is checking your credit report. Your 
financial counselor can help you take the necessary steps in resolving identity 
theft during the one-on-one sessions.  

In the one-on-one session, your financial counselor can help you dispute errors 
and take the necessary actions to protect yourself from identity theft. Make 

your appointment today. All the services are free!  
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Module VII. How to establish a credit history and score?  

Requirements to have a FICO scorevi 

FICO has some minimum requirements to produce the three-digit number (FICO 
score) using your credit history.  

You must have a credit card or loan open and active for at least 6 months (there 
cannot be disputes on this account).  
 

Options for establishing a credit history 

 Apply for a credit card, go over the different options that you have and choose 
the one that fits you best.  
 

 If you don’t have a credit history, then one option is to apply for a secured 
credit card or a secured loan. 
 
REMEMBER – Pre-paid cards and debit cards do not help you build credit. 

 

Requirements for obtaining credit 

 Financial institutions usually ask for two types of identification that are not 
expired. 
 

 They also may ask for your income and a verification of your income. 
 
 They will check your credit report and your credit score.  

 

Building credit without a social security number 

There is no legal requirement stating that you must have a social security number 
to access credit. However, the financial institutions can ask you for a Tax ID, also 
known as an ITIN number (Individual Taxpayer Identification Number). Each 
financial institution has the right to decide what documents to accept.  
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Explanation of Credit Card Termsvii 

 
In the one-on-one session, your financial counselor will help you analyze credit 

card offers that you receive. Make your appointment today. All services are 
free! 

 
 
 
Tips for comparing credit cards: 

 Review and compare several offers.  

 Review the contracts, especially the fine print.  

 Don’t feel pressured into signing any document. 

 Compare the interest rates. 

 Make sure you know the interest and annual charges.  

 Make sure you are aware of the late payment penalties.  

 

WATCH OUT – Be careful with the fine print on credit card offers. If you don’t 
understand what the offer states, find someone you trust to help you read 
the technical language. Don’t sign or apply for a card without understanding 
everything that you are signing.  

 
 
 
 
 

Credit Limit: Is the maximum
amount of money that you
can use on the card.

Annual Interest Rate (APR):
The percentage of interest
that the company will charge
if you leave a balance on the
card.

Grace Period: The time period
between the end of a billing
cycle and the due date. Paying
your balance in full during the
grace period will help you
avoid to get charged interests
in your purchases.

Maintenance Fees: Fees for
maintaining your account.
Those charges can be monthly
or annually. Some credit cards
do not have maintenance fees.

Penalty Fees: Charges or fees
for paying late, going over your
credit limit, or making
payments on the cards
without having funds.

Special Offers: The credit card
companies have special offers
made to attract customers.
Understand the benefits and
changes once the offer
expires.
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Activity 5. In groups of four, compare the credit card offers on pages 21 and 22. 
Choose which one is most convenient.   
 
 

Card Terms Credit Card 1 Credit Card 2 

Credit Limit 

 

  

Annual Interest Rate 

 

  

Interest Rate for Cash 
Advances  

 

  

Grace Period 

 

  

Annual Maintenance 
Charges 

 

  

Charges for Late Payments  

 

  

Penalties for going over the 
limit 

 

  

Special Offers 

 

  

 
 
 
Reasons why you chose this card: 
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________ 
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Card 1 - Terms 

Annual Interest Rate (APR) 0% Introductory APR for the first 15 
statements following the opening of your 
account.  

After that, 12.99% to 22.99%, based on your 
credit risk. 

 Interest Rate (APR) for Balance Transfers 0% Introductory for the first 15 statements 
following the opening of your account. 

After that, 12.99% to 22.99%, based on your 
credit risk. 

Interest Rate for Cash Advances (APR) 

 

25%  

Penalty APR and When It Applies Up to 29.99%, based on your 
creditworthiness.  

The penalty will be applied if you: 

• Make a late payment; 
• Exceed your credit limit; 
• Make payments without funds. 

How to Avoid Paying Interest on Purchases Your due date is at least 21 days after the close 
of each billing cycle. We will not charge you 
any interest on purchases if you pay your entire 
balance by the due date of each month. We 
will begin to charge interest for balance 
transfers or for cash advances the day of the 
transaction.  

Membership fees $0 for the first year and $99 for each year afterwards. 

Additional Fees:  

Balance Transfer Fees $5 or 3% of the amount, whichever is greater. 

Cash Advance Fees $10 or 5% of the amount, whichever is greater.  

Penalty Fees  

Late payments Up to $35.  

Overdraft Up to $35. 

Returned Payments Up to $35. 

Returned Checks Up to $35. 

  

*You will lose the introductory interest rate if you make a payment more than 60 days late and the late penalty will also be applied.  
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Card 2 - Terms 

Interest Rates 

Interest Rates (APR) 16.99% 

Interest Rates for Balance Transfers 16.99% 
 

Interest Rate for Cash Advances 24.9% 
 

Interest Rates for Penalty Charges 29.4% 
 

Paying Interest  Your due date is 25 days after the 
cycle closes. We will not charge any 
interest if you pay your balance in 
full by the due date.  

 

Charges       

 

Annual Charge $39 Annual 

Charges for Transactions  

Balance Transfers 

Cash Advances 

 

None 

$10 or 5% or whichever amount is greater. 

Charges for Penalties  

Late Payments 

Overdraft charges 

Returned Payments 

 

Up to $35 

Up to $29 

Up to $35 
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Secured Credit Card and Secured Loan 

If you have no credit or bad credit, there are options available to help you to establish 
or improve your credit. These products offered by financial institutions are known as 
secured credit cards or secured loans.  

Secured Credit Card 

 You must put a deposit as a collateral to be able to obtain the card.  
 The deposit serves as your line of credit. On some cards, the deposit that you put 

down will be equal to 100% of the credit line. In other cases, that deposit can be 
lower, for example putting a deposit of $300 and getting a $500 credit limit.  

Secured Loan 

 With a secured loan you make monthly payments to the bank or credit union, 
for a particular length of time, usually 6 or 12 months.  

 Each monthly payment is deposited into a savings account that will be available 
for you at the end of the length of the loan.  

What do you need to know about secured products? 

 What are the requirements for being eligible? 
 Do you have the documentation required by the lender? 
 For a secured credit card, how much do you need to put down for the security 

deposit? 
 For a credit builder loan, how much is the monthly payment and for how long? 
 What is the interest rate? 
 What are the charges for the application and for maintenance?  
 Are there additional fees? 
 Does the security deposit gain interest? 
 

ATTENTION – Ensure that the credit accounts you apply for are reported to the 
three major credit agencies. 

Before opening a secured credit product, review: 

Your current and future financial situation  Your savings 

Do you have a stable income and will you 
maintain your current income in the next 6 
months? 

 

Have you been able to cover your basic 
expenses in the last 6 months? 

Have you had extra money at the end of the 
last 6 months?  

Have you contributed to your savings in the 
past 6 months?  

After you put the security deposit, will you 
still have money in case of an emergency? 
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WATCH OUT – Secured credit products help you to build and improve credit, 
but if you don’t manage them correctly you will hurt your credit. You can also 
lose the deposit that you have put down if you fall behind on payments. 

 
Module VIII. Factors that influence your credit scoreviii

 
Activity 6. Select a partner, we will assign a case for each pair. One person will 
represent the bank and the other will represent a client that is looking for a loan.  
Step 1:  The client will present the information to the bank. The bank will decide to lend the 
money or not. 
Step 2: For those who give out the loan, walk to the right side of the classroom. For those 
who decide to deny the loan, please walk to the left side of the classroom. Write on the 
assigned poster, the number one reason why you accepted or denied the clients’ application 
for the loan. 
Step 3: Fort the clients, share with the class how you felt to be accepted or denied the loan.  

Let’s talk and reflect. 
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Case 1: Julia has an income of $12,000 per year. She works part time for a cleaning company 
and is assigned 3 houses per week. She is known in her neighborhood for the delicious tacos 
that she takes to parties and events in the community. Motivated by the positive feedback 
from her friends and loved ones regarding her cooking, she has decided that she wants to 
sell her tacos from a truck. She researched and discovered that she will need $5,000 to invest 
in a truck. She only has $1000 saved up.  

When the banker obtained Julia’s credit report she found that Julia did not have a credit 
score. The only things that appeared in her credit report were two credit inquires for cards 
that she was denied for. Would you give a loan of $5,000 to Julia? What would be your 
recommendations to her?  

 
Case 2: Margarita makes $25,000 per year as a babysitter. Her favorite hobby is looking at 
fashion magazines and sewing her favorite pieces for her and her daughter, who is 7 years 
old. Margarita wants to utilize her hobby to make money and had the idea of sewing and 
selling clothes. Margarita wants to start as a saleswoman that travels, offering her products 
to neighbors and friends, so her business would not require a storefront. Margarita needs a 
loan of $1,000 to buy materials and a better sewing machine than the one she has now.  

When the banker obtains her credit report, she finds a credit card with Capital One, which 
she got 9 months earlier. The card has a limit of $1,000 and a balance of $200. Her credit 
score is 690. All of her payments have been made on time. There is not negative information 
on the report. Would you give a loan to Margarita? What are your recommendations? 

 
Case 3: Antonia works full time as a waitress and helps out at a bar in Midtown Manhattan. 
She has an annual income of $45,000. Antonia has worked at restaurants for more than 10 
years. She wants to start her own restaurant and needs a loan of $15,000. She has $2,000 
saved up.  

Upon obtaining her credit report, the banker found that Antonia has three credit cards that 
are open and active. The combined limit of these cards is $10,000 and in total she owes 
$7,000 between her three accounts. Additionally, she has an account that is in collections. 
This is a medical debt from the hospital worth $2,000 from an accident at work that 
occurred over a year ago. The report also showed a Capital One credit card that is closed and 
which has a debt of $325 that she never finished paying off. This card is closed but has not 
yet been passed onto collections. In sum, Antonia’s total debt is $9,325. Her credit score is 
600. Would you give a loan to Antonia? What are your recommendations?  

 
Case 4: Sonia is a cook at a restaurant in Brooklyn. Her annual income is $27,000 after taxes. 
One of the managers of the restaurant wants to make Sonia a partner in the business The 
manager would require an investment of $5,000, and Sonia has $2,000 saved up. 

Upon obtaining Sonia’s credit report, the banker saw that she had a credit card with a limit 
of $900 and a balance of $250. Sonia also just started a secured loan in order to improve her 
credit. The amount of the loan is $500 and she already made her first payment of $85, now 
she owes $415. Her credit score is 720. Would give a loan to Sonia? What are your 
recommendations?  
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Module IX. Strategies for having good credit 

Activity 7. Please share with us some strategies for how to build credit.  

 

Steps to follow to have good credit: 

Pay your accounts on time –  Paying your accounts on time is the most important 
factor in your credit score.  

 Your payments should arrive to the creditor before the due date, to avoid 
penalties.  

 Late payments of more than 30 days are reported to the credit agencies 
and hurt your credit score.  

 Payments can be made by mail (with check or money order) or by 
telephone and over internet.  

 You can establish automatic payments from your bank account, but you 
will be responsible for checking that the payments are correct each 
month. This strategy helps to simplify the payment process.   

ATTENTION – If you are having difficulty in making payments, do not 
ignore the debts. Search for help through this program. A financial 
counselor will be available to meet with you individually. 

Maintain low balances on your cards – The most recommendable action you can 
take is to pay your balance in full at the closing of every billing cycle (before the end 
of your grace period). This way, you will avoid paying any interest. You should also 
try not to use over 30% of your available credit limit, going over 30% of credit 
utilization will affect your credit score negatively. 

ATTENTION – If you are having difficulty in paying your balance, pay at 
least the minimum balance required so that you avoid being late, 
which affects your score the most.  

Avoid applying for lots of credit – You need to apply for credit in order to begin 
building it, but applying for many credit accounts will make you seem like a greater 
risk to creditors. Opening new accounts reduces the average amount of time of your 
existing accounts affecting your credit score.  

We recommend that you only apply for credit when it is necessary and when you 
believe that you will be approved by the company. If you have no credit history, or a 
negative credit history, then you are best off applying for secured credit products.  

ATTENTION – The FICO score counts credit inquiries from the last 12 
months.ix  
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Do not close credit cards – This reduces the average time of your credit history. It 
also reduces the overall limit of your credit accounts.  

Example: Imagine that you have the following cards  
 

 Credit Limit Balance Percentage of 
debt compared 
with credit limit  

Card 1 $ 4,000 0 0% 

Card 2 $ 3,000 $ 600 20% 

Card 3 $ 5,000 $ 2,000 40% 

Total $ 12,000 $ 2,600 22% 

 
Since you have not been using Credit Card 1, you decide to close it. Your debt does 
not change, but the total percentage of your debt compared with your credit limit 
will increase from 22% to 33%. The chart below shows the changes in your utilization 
rate: 

 Credit Limit Balance Percentage of 
debt compared 
with credit limit  

Card 1 0 0 Closed 

Card 2 $ 3,000 $ 600 20% 

Card 3 $ 5,000 $ 2,000 40% 

Total $ 8,000 (less) $ 2,600 (the same) 33% (more) 

 
Diversify – If you are managing your credit with success, then it may be time for you 
to diversify your credit profile. You can do this by acquiring another type of credit 
account. For example, if you have a credit card, you may open a secured loan. If you 
have a loan, you can open a credit card. 

 
Protect your credit – Be careful not to co-sign for credit (loans) or to authorize other 
people to use your credit unless you are 100% confident that they will be financially 
responsible. Being a co-singer makes you legally responsible for the debt that the 
principal borrower accrues.  
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Review your credit report – Identify and correct errors that you find.  

 Remember that information from collection accounts and public records 
generally will remain on your credit report for 7 years since the date that 
you stopped paying them. If you find incorrect information on your credit 
report you have the right to dispute the errors.  

 
Pay all your bills on time (telephone, cable, internet, medical, rent, taxes, banks, 
etc.) – If you don’t pay your accounts you run the risk of having the account sent to 
a collection agency. Having accounts in collections affects your credit score 
negatively.  

Creditors can also bring a lawsuit against borrowers who owe them money. The 
reporting of judgments will seriously hurt your credit score.  

 If you have an account in collections, try to negotiate a repayment plan.  
 Be aware that paying a collection account will not improve your credit 

score. The report will show the account as paid, but the negative impact 
on your score will have already taken effect.   

 Under state laws, debts expire after a certain period, and creditors lose the 
right to collect a debt.x In New York, the expiration of these debts is 
generally after 6 years but it depends on the type of debt.xi 

 

What to do if you have bad credit?  

 Begin by correcting information that should no longer be on your credit 
report. 

 Keep in mind, that negative information that is correct cannot be erased 
from your credit report.   

 Be careful with scamming companies that promise to fix your credit quickly 
and ask that you pay them upfront. These companies tend to ask for a 
signature of blank documentation to be used in the future. They also suggest 
that you do not contact the creditors directly. 

 A secured credit card or secured loan are good options for rebuilding your 
credit. 

 Develop a plan to pay back your debts over time. 
 Attend a financial counseling session through this program.  

 

Participate in an individual financial counseling session, your counselor will 
help you create an action plan for improving your credit. Make your 

appointment today. All services are free! 
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The content of this program was made possible thanks to the support of Citi.   

  

 

 

 

 

 

i http://www.aspeninstitute.org/ 
ii Information about the FICO credit score obtained from Fair Isaac Corporation. 
iii Information about the FICO credit score obtained from Fair Isaac Corporation. 
iv https://www.consumer.ftc.gov  
   www.annualcreditreport.com 
v https://www.consumer.ftc.gov/articles/0155-free-credit-reports 
vi Fair Isaac Corporation 
vii http://www.consumerfinance.gov/askcfpb/47/what-is-a-grace-period-how-does-it-
work.html 
viii Information about the FICO credit score obtained from Fair Isaac Corporation. 
ix Information about the FICO credit score obtained from Fair Isaac Corporation. 
x https://www.consumidor.ftc.gov/articulos/s0117-deudas-prescriptas 
  http://www.consumerfinance.gov/askcfpb/1447/what-best-way-negotiate-settlement-    
  debt-collector.html 
xi http://www.nycourts.gov 
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