Tips to Avoid Credit Problems  

            Three major credit reporting agencies, or Credit Bureaus maintain credit reports: Experian (formerly TRW), Equifax Information Services, and Trans-Union Consumer Relations.  Each month your creditors (credit cards, car loans, school loans) file reports with the Credit Bureaus concerning your credit history, or in other words, whether you make payments on time. 

Your credit report will contain information about your credit history from all your creditors, including banks, retail stores, landlords, and other institutions with which you have a financial relationship.  When you apply for a loan, an apartment, or even a job, the company will request your credit report from one of the three Credit Bureaus. 

             Many of your consumer transactions will appear on your credit report and can have an impact on your credit.  For example, making late credit card payments or other loan payments can have a negative effect on your credit.  Making prompt payments is the most effective way of developing a strong credit history.  If you cannot pay the entire balance of your credit card bill, you should pay at least the minimum monthly payment required rather than wait a month or two to pay off the entire amount at once.  A late payment will appear on your credit report, but not the fact that you repaid all or a significant portion of the balance due.  

             Continually applying for credit cards and being rejected is also looked upon negatively by potential creditors.  If you have a poor credit history, avoid applying for credit cards over and over again.  Start paying of your debts and accumulating money in the bank.  Then you can begin to develop or boost your credit rating.  

             An unused credit card will not show a positive credit history.  You should get rid of credit cards that you do not use. Therefore, avoid applying for credit cards to extend your credit if you never use them. 

             Once you are given credit, you should avoid certain pitfalls that may cause credit trouble.  With sales contracts for instance, have someone look over the contract before signing it.  Legal assistance attorneys are available to look over sales contracts before you sign.  Once you sign a contract you will be stuck with it.  Do not assume there is a "cooling off" period protecting you. If you then default on the contract and the matter goes to a collection agency this may be reflected on your credit report. 

             Use credit wisely.  Purchasing everything on credit and attempting to balance a budget do not coincide.  As a consumer, only purchase those items that you can afford.  Using cash for purchases will help you avoid over-extending your credit.  If you over-extend yourself, all your current pay will go to pay off past purchases, leaving no money for expenses and savings.  Finally, learn to balance your necessities against the luxuries you do not need. 

             Understanding what a credit report consists of and following these steps in avoiding credit trouble will help to strengthen your credit rating.  However, if you find yourself unable to control your spending habits, see a professional financial counselor.  The Navy-Marine Corps Relief Society has financial counselors available.  Your command also has a command financial specialist trained to help you evaluate your financial situation and help you put it in order.  In the end, time and money spent on a financial advisor may pay for itself.

             If, after seeing a financial advisor you still have questions, call to set up an appointment with an attorney at the Legal Assistance Office.
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