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:  And to turn things over, I will introduce Randee Chafkin, who is a workforce development Specialist.  Her organization is the Employment and Training Administration.
Take it away, Randee.

RANDEE CHAFKIN:  Thank you, Eric (sp).

On behalf of the U.S. Department of Labor’s Employment and Training Administration, I really want to thank you for attending this afternoon’s webinar and to welcome you. 

The timing is great for this webinar, since April is National Financial Capability Month.  During this month – (clears throat) – I’m sorry.  During this month-long initiative, consumers with and without disabilities are strongly encouraged to educate and equip themselves in the necessary skills to make sound financial decisions.  
Taking control over one’s finances is empowering and is key to not only building an economic future but also critical to getting ahead in today’s economy.
People with disabilities continue to be unemployed, underemployed and living in poverty.  ETA has a long history of promoting training and employment outcomes for people with disabilities and multiple challenges to employment that lead to economic self-sufficiency and career path (rechart ?). 
Both the Disability Program Navigator Initiative, which was the predecessor to the Disability Employment Initiative, had financial literacy and asset development as key components because once you get a job, you also need to know how to build your financial assets, including knowing your credit history, taking advantage of the Earned Income Tax Credit, becoming (banked ?), et cetera.

Under the Disability Employment Initiative, which began in 2010 and is still continuing, the Department of Labor has funded 26 states for approximately $81 million.

Financial literacy is a key component of the DEI.  The DEI American Job Centers are becoming volunteer income tax assets – or VITA – sites, participating in MyFreeTaxes, which is a joint project between NDI, Goodwill Industries and international – (clears throat) – and united – (clears throat ) – I’m sorry – Goodwill Industries International and United Way Worldwide, and is funded by a grant from Walmart Foundation to help eligible filers with disabilities maximize their refunds and help families and individuals claim the tax credits that will help them keep more money in their pockets.  

It’s a really bad allergy day in Washington, so I apologize for that.

The DEI grants have successfully implemented a variety of asset development strategies promoting financial literacy, including asset development fairs, toolkits FAQs, et cetera.

To learn more about these efforts, you can visit ETA’s Disability Employment Community of Practice, and we’ll send you the website later. 
We partner with several organizations to promote this goal, including the Consumer Financial Protection Bureau and the Credit Builders Alliance, which you’ll hear from today.  We’re really pleased to have both Sarah and Carolyn present today.  The CBA is doing some really valuable work.
Today’s webinar will provide some useful information on the role credit plays in employment.  This information impacts all workforces (and staff ?) and can be used by job-seekers with and without disabilities and other multiple challenges to employment.

You’ll also learn some other resources that you can use, such as independent living centers and various other resources.

So, with that, I hope you find today’s webinar useful.  I know I’m going to.  So, with that, I’ll give it to Miranda to get it started.

Thank you.

MIRANDA KENNEDY:  Great.  Thank you so much, Randee, and hello, everyone.  
As Randee mentioned, I’m Miranda Kennedy, and I’m the director of training as well as one of the technical assistants liaisons with the NDI National Training and Technical Assistance Team, which provides support to the Disability Employment Initiative.
And I want to start out by thanking all of you for joining us today as we present our training on the role credit plays in the employment of people with disabilities, which, as Randee mentioned, is going to be presented by our guest experts from the Credit Builders Alliance.

As you – as the national training provider, the NDI Technical Assistance Team is providing training on asset development strategies to disability resource coordinators and other Disability Employment Initiative project staff.

Our trainings on asset development, as Randee alluded to, provide information, resources, promising practices and guidance on how to effectively address financial self-sufficiency issues that individuals with disabilities experience and bring with them as they access the American Job Center system and search – in search of employment services and supports.
So, we’re providing today’s training so that the workforce development system and its partners can better serve all job-seekers, which includes those with disabilities and other challenges to employment and a system in achieving and maintaining meaningful employment outcomes and financial self-sufficiency.

So, let’s begin by providing some background on the logistical supports and evaluation components surrounding the pilot work of the Disability Employment Initiative projects on asset development strategies.

Training and technical assistance to DEI projects on asset development strategies for job-seekers with disabilities is provided by our team, the NDI Technical Assistance Team, and our partners under our contract with the U.S. Department of Labor’s Employment and Training Administration.  
And along with the technical assistance component, it is important to remember the evaluation component.  An evaluation of the DEI projects and local workforce investment boards on asset development strategies for job-seekers with disabilities – that’s being provided by the DEI evaluation team, which includes Social Dynamics and their partners as contracted by the U.S. Department of Labor’s Office of Disability Employment Policy.

So, upon completion of today’s training, DEI grantees and partners will have the following:  information on what credit is and how it’s established, information on the ways in which credit can directly impact employment, as well as strategies for educating and supporting job-seekers with or without disabilities or other challenges to employment in establishing and/or rebuilding credit.

So, let me tell you a little bit about our presenters for today who we’re very happy to have joining us.

Sarah Chenven is the director of programs and strategic initiatives.  And Sarah joined the Credit Builders Alliance in October 2011.  As the director of programs and strategic initiatives, she focuses on identifying new and creative platforms and tools for CBA’s current and prospective members that help individuals gain access to responsible credit- and asset-building financial products and services.
Most recently, Sarah was the founding executive director of Innovative Changes, one of the few CDFI nonprofit loans in the country dedicated specifically to consumer lending, financial education and credit building as a responsible alternative to pay-day lenders.
And prior to Innovative Changes, Sarah was with Mercy Corps, where she advised low-income entrepreneurs in the Portland metropolitan area on the development of their small businesses.  She also directed the organization’s Hurricane Katrina recovery program in New Orleans.
Sarah has over a decade of experience in nonprofit and public sector organizations whose missions are to help disadvantaged groups create systemic change.  She’s managed numerous problems with sizeable budgets and staff and has worked in diverse and challenging contexts, including post-war Bosnia.

Sarah has a master’s degree in public administration, a J.D. from the University of Texas and is a member of the Oregon State Bar.

And joining Sarah in presenting today’s training is Carolyn Schulte, who is the programs and strategic initiatives coordinator at CBA.  And as a relationship associate with the Programs and Strategic Initiatives team, Carolyn supports the coordination and development of the Credit Builders Alliance’s pilot programs, trainings and toolkit materials, and outcome tracking activities and resources.

Carolyn graduated from Illinois State University with a master’s degree in political science with an applied sequence in community and economic development.  And as an undergraduate at Providence College, Carolyn majored in political science and minored in public and community service studies.

While studying in Providence, Carolyn worked with several nonprofit organizations in the areas of refugee settlements, civic education and special education services.

Carolyn served as an AmeriCorps volunteer at Greenbrier Learning Center in Arlington, Virginia.  

While pursuing her graduate studies in Illinois, Carolyn worked as part of the community and economic development team at the local University of Illinois Extension Office.

So, as you can see, we’re in great hands here today, folks, with Sarah and Carolyn doing today’s presentation.

And, with that, I’m going to go ahead and hand it over to Sarah to walk us through our agenda.  Sarah?

SARAH CHENVEN:  Thank you so much, Miranda, and thank you so much, Randee, and thank you to everybody who’s on the line with us today.

At Credit Builders Alliance, I know I speak on behalf of all of us that we’re really excited to be able to present this webinar.

We know that there’s going to be a lot of information flying at you today, so if you bear with us and hang on, we’re going to try to answer all questions at the end or at least some of the questions we can get to at the end.  And then we’ll be available beyond that to answer any questions that arise after the – after the webinar that we can’t get to.

Today, we’re going to focus really on a couple of different core components.  The first is, why credit building?  Why is credit building such an important strategy for job seekers with and without disabilities?  Why is it such an important strategy for consumers generally in America today?

And then we’re going to define a little bit better for you what credit building is and what it’s not and how it – how it works.

And then we’re going to present to you – we have a five-step action plan for practitioners working with consumers that are seeking to build their credit.  In this instance, we’re going to use an example of a – of an individual with a disability who has a job but realizes that his credit – or his poor credit score is still impacting his life in many ways. 

And we’re going to walk him through – we’re going to use him as the example to walk him through the five-step credit-building action plan that Credit Builders Alliance has created over the years.
And then we’ll, of course, provide you with a link to a number of resources that we’ve developed and that we’ve pulled from other sources that will be helpful for you beyond this training – or that we hope will be helpful for you beyond this training.

So, thank you again to everybody at DEI and to Miranda and Randee.  And we look forward to presenting this webinar.

So, now I’m going to hand it over, actually, to Carolyn who is going to cover the first two topics of the agenda:  “Why Credit Building?” and “What is Credit Building?”
Carolyn? 
CAROLYN SCHULTE:  All right, thanks, Sarah. 

Thank you to all of you for logging in and being with us here today.  We really appreciate it.  We hope you get a lot out of it.

So, I’m going to start just by telling you really briefly who CBA is.

Credit Builders Alliance has been in existence for almost 10 years now.  We are an innovative intermediary nonprofit organization with nearly 400 nonprofit members across the country in rural areas serving a number of different types of nonprofits.
We were created by our members as a solution to a gap in the credit-reporting industry.  So, our philosophy really is that good credit is a key asset.  It’s really the key asset in terms of building financial stability and really successfully doing asset building.

So, I think I’d like to start today by going over some definitions.  Credit-building credit is thrown out a lot, so we just want to have a standard set of definitions.

First of all, credit history is a record of transaction involving the use of credit.  Credit history really only exists if someone has interacted with credit; has had credit products before.

A credit report is a record, a summary, of someone’s credit history.  

A credit score is a number that summarizes an individual’s credit risk; their likelihood to pay back on a debt.  It is a way to quickly understand for lenders whether they want to do business with someone or not.

So, moving on, why credit building?  Why is credit building importance?  So, if I could have our newest poll question up now – all right.  

So, a question for you all:  Do you have a personal credit card that you use at least once a month for household needs or have depended on in the last six months to deal with an unexpected or large expense?

Thanks to everyone.  Just wait a couple more seconds to get those responses in.  

All right, so I’m seeing a large majority of you all have responded “yes” – you do have a credit card that you use for monthly expenses or for unexpected expenses. 

All right, I think we can put that poll away.  Thank you very much.

So, credit cards, you know, while some people see them as evil, as very damaging, as a problem, they really can be a really great tool, and they provide convenience and security to a lot of families, including low-income families.
A credit card balance paid off in full at the end of each month is essentially an interest-free loan – 30-day loan – which is really critical.  For low-income families, having a credit card can provide a tool for smoothing out income fluctuations and weathering financial emergencies and can also help them move towards long-term financial stability.

However, we all know all too well that not everyone has access to these safe and affordable credit products.  Just because people don’t have access don’t mean there isn’t a need, and some people when there isn’t access they fall into relying on unaffordable credit products that can create a cycle of debt.

So, just to summarize, we live in a two-tiered financial system.  Some people can afford these good credit products and some people can’t.  And when they can’t afford these positive products, often times they fall into these predatory products, into this cycle of debt, and they have a very challenging time building positive credit.

So, why does credit matter?  Credit matters because it provides access.  It provides access to credit and determines the amount we pay for credit, but it also determines how we store our money.  Are we able to get a savings account for a bank – a checking account?  It determines how we get around.  It determines the rate we may pay on car insurance.  It might determine the amount we pay for a car loan.  And it’s going to determine where we live; whether we can get a mortgage.  
A lot of landlords do a credit check, so it impacts your housing options as well.  It also determines the cost of household and personal needs – things such as a utility deposit or a cell phone deposit.

Good credit matters in terms of savings.  Good credit can save an individual thousands of dollars over a lifetime.  Good credit products provide access to assets.  Good credit makes asset building more affordable.  It makes a mortgage more affordable.  It makes a college education more affordable.  Good credit is really critical to obtaining and retaining a lot of assets.

Good credit also equals opportunity.  People really need a minimum amount of stability – housing, income – before they can sustainably build assets and make progress towards financial security. 

Credit building is a critical component of laying the asset-building foundation.  An estimated one in four unemployed Americans are required to go through a credit check when applying for a job.  And one in 10 are denied a job due to negative info on their credit reports.
So, moving on, what does credit have to do with employment?  Why do employers pull credit reports?  So it’s important to keep in mind that employers pull credit reports for a number of reasons.  Some of them have to – may be to check for fraud and dishonesty.  Another – to verify application information.  So, they might look at a credit report to verify that the employment history that an individual has presented is accurate to assess the accountability and responsibility of an applicant and also to mitigate risk.

Again, it’s important to remember that employers are looking at credit reports differently.  Not everyone is going to use the same rubric, the same assessment, of accredit report.  It’s also important to remember that employers may be more or less skilled in reading and interpreting information on a credit report.  Not everyone’s an expert.  And it’s important for job-seekers to feel a sense of agency that they can communicate what’s on the credit report and discuss it openly and honestly with a potential employer. 

So, again, how are employment and credit related?  Why might an employer be interested in a credit report?  

Well, one major reason is financial stress can impact productivity.  It’s estimated that 10 (percent) to 15 percent of the workforce is affected by financial problems that negatively impact the productivity.  Financial stress can result in absences, mistakes, tardiness, accidents, lower output.  It can also impact health care costs for the employer.  So there’s a lot of reasons employers are interested in the credit histories of their prospective employees

Another consideration for you all on the webinar today is that you know all too well that employment doesn’t necessarily equal financial security.  A job, unfortunately, isn’t a silver bullet.  We all wish it was, but the fact is it’s just not.  And you all need a toolbox full of tools to help people make income as great a benefit as it can be in order to help, you know, that income be enough to cover all of their expenses.

So, moving on right here, it’s also important to consider that once a new job is obtained, credit might be important in that situation and new employees may need a car in order to commute to work.  They need – may need a new apartment or a home closer to their new job.  

They may also need to get a corporate credit card so they can purchase office supplies or use it for an expense account.  All of these things are probably going to require a credit check.  And in order to retain the job, people are going to need a decent credit history.

So, here at CBA, we like to think of a credit report in terms of a financial resume.  So, I’m sure you all deal with work resumes a lot.  Credit reports can kind of be seen as a financial resume.  It provides a picture of who an individual has built a relationship with, the nature of that relationship, the length of that relationship.  It’s a record of your financial experiences and your behaviors.

Similar to a work resume, an individual has some level of control over what goes on that report.  Not as much control as a work resume, of course, but you have – individuals have real agency over what is on the report.  And just like a work resume, having no information on there or big gaps in the history is not good.

So, this is the Catch-22 situation I’m sure you’re all too familiar with:  I can’t get a job because I don’t have experience.  With the credit system, there’s a very similar situation.  It’s very difficult for people who don’t have credit to access credit-building opportunities. 

So, I – what CBA does is really try to create and leverage credit-building opportunities for those who have limited access to safe and affordable credit products.

So, defining credit building – so, I’ve been talking about it for a while.  What exactly are we talking about when we say credit building? 
You’re probably familiar with credit repair, credit counseling.  These things are really actually quite different from credit building.  While they’re important things and have their place, credit building really is a focus – an asset-based focus on positive credit behavior.

Credit repair is really a focus on disputing and addressing inaccurate and negative information on an individual’s credit report.

Credit counseling is really dealing with a current crisis rather than a focus on the future and building a positive future.

Credit building, we like to say, is creating opportunities for the future.  

So, how does credit building work?  Credit building is the act of making on-time payments that are reported to the credit bureaus every month builds credit.

Responsible credit building pairs a credit-building product with access to relevant and timely credit education.  Opening and successfully managing credit products is key to building and maintaining good credit.

Credit building requires at least one open and active positive tradeline on an individual’s credit report.

So, what is an active tradeline?  We’ll break this up into an installment loan and a revolving loan.

An installment is typically something like a car loan where you pay the same amount every month until it’s paid off.  An active installment loan has a balance, it has a monthly payment and it is not closed.

Once an installment loan is closed, if it’s been paid on time, it does have a positive impact on a credit report, but that positive impact diminishes over time.

With a revolving active tradeline such as a credit card, there doesn’t need to be a balance or a payment as long as a payment has been made in the past six months.

Active revolving lines of credit are fantastic credit-building tools because there’s no time limit on them.  They can be used essentially for as long as an individual is making some sort of regular payment on them every few months.

So, more on active tradelines.  A collection or a charge-off obviously is not an active line of credit.  An open line of credit is not the same thing as an active line of credit.  Just because a line of credit is open doesn’t mean it’s active and building credit.

Let’s see – and a student loan deferment is not active.  It really requires that monthly payment in combination with that open line of credit.

So, best practices in credit building.  It’s very important to have three active tradelines ideally.  A mix of installment and revolving is the best in terms of increasing credit scores and history.  And six months of having these lines open is ideal.

Again, I want to stress that, you know, these are best practices and they’re not suitable for every individual in every situation.  Some – one individual that comes in, you know, may be only ready to handle one new product.  They might not be ready to handle any product, you know, when they first come in.  It’s really important to assess where the – whether the job-seeker is at that exact moment.

So, credit building empowers individuals to maintain positive behavior changes.  Reviewing credit scores, seeing credit scores go up, building that credit history is a really empowering experience for job seekers and individuals working on building assets. 

Credit building connects individuals with a responsible financial institution and really provides them with a resource and an ally to help them with savings and credit and budgeting needs.  

Credit building saves individuals money.  It can help make – it can create the difference between a negative and a positive cash flow situation.  

So, now, I am introducing the credit builder five-step.  So, it’s five steps to working with clients on credit building.

The first step is “Consider the Goal,” with a focus on relating credit building to key financial goals. 

Step two is “Know the Score.”  It’s about understanding credit scoring.

Step three is “Get the Good Stuff Going,” which focuses on identifying or opening active credit building tradelines.

Step four is “Deal with Debt,” which is a focus more on the working on resolving negative tradelines that may be on a credit report.
Step five is “Leveraging Success” because we all know that credit building is great, but it’s most important that we leverage it into additional outcomes like securing a new job or saving money or obtaining an asset.

So step one really focuses on connecting key financial or other goals to credit building.  So the first thing to do is help job seekers articulate a smart short-, medium- and long-term goal and then connect the importance of the goal to credit building.  
And now I am going to hand it off to Sarah, who is going to introduce you to Sal.

MS. CHENVEN:  Thank you, Carolyn.  Thanks so much.  That was a great introduction to credit building and why it’s important, and now we are going to walk through the credit – the five-step – credit builder five-step action plan for working with folks on building their credit and we are going to, like I said earlier when I was introducing the agenda slide, use Sal as an example of someone who went through the credit builder five-step and was able to accomplish a lot of his short-term – his immediate goals and his longer-term goals as a result. 

So let me introduce Sal really quickly and remember, we are still on step one – consider the goal.  We are going to use his experience to highlight the credit building action plan process and how it impacted him.  In this case, Sal – in his case Sal already has a job.  He has a job at a local hospital.  But at the time he started working on his credit it was relatively new.  His job was relatively new and he wanted to be sure that he could maintain it and he also wanted to reduce his dependence on others to help him get to and from his job.

So by way of a quick background, Sal was hit by a pick-up truck in his early 20s and he sustained tissue and lymphatic damage to his leg.  As the injury progressed over time, he eventually had to rely on a wheelchair for mobility for much of the time.  In June 2010, Sal was approved for a power chair through Medicare.  Unfortunately, however, Medicare didn’t cover the ramp that he needed to be able to use his chair.  Outside his apartment he had an eight-foot staircase and he had to be able to build this ramp in order to use his chair outside of the – outside of his apartment.  

So he is suddenly confronted with the reality that his employment and, ultimately, his financial situation was intricately intertwined with his ability to access the small-dollar credit he needed, which was only about $350, to purchase the ramp, and so according to Sal although that amount – the amount he needed seemed small it was, in his words, a gigantic hurdle. 

So let’s introduce a couple more facts here just for context.  Recognizing this challenge, Sal searched for local resources and he finally identified a local nonprofit that offered small-dollar loans that combines with financial education and credit building to help borrowers not only, again, meet their immediate needs but to position them for future opportunities as well.  And, hopefully, you all remember the slide on credit building and what it is that Carolyn introduced – that credit building is really a strategy for creating future opportunities.

So Sal began to work with this nonprofit that uses the credit builder five-step action plan, and let’s put ourselves in the shoes right now of the nonprofit staff he was working with as we move forward with his example.  So, again, we’re on step one – consider the goal.  Using the five-step, the staff started with understanding what Sal’s goals were.  While his most pressing goal, obviously, was to purchase the ramp necessary to be able to get in and out of the apartment easily, they also uncovered through working with him that his ultimate desire was to earn enough money and obtain the skills to start his own small business.

So starting with the most immediate goal, they worked with him through this SMART rubric that Carolyn mentioned.  So SMART stands for specific – is the goal specific, is it measurable, is it actionable, is it realistic and is it time bound.  And as they worked with him through this checklist, they recognized that in fact in his case it was.  It was specific because it stated exactly what he wanted to accomplish – purchasing the ramp.  It was measurable because it – sorry about that, hang on one second – because it tracked his progress by obtaining the funds that he needed to purchase the ramp.  It was realistic because – I’m sorry, it was actionable because as he began working on his goal immediately – he was able to work on his goal immediately when he researched his options.  I apologize.  I’m working out of my house and my dog is barking.

OK.  It’s actionable.  He researched his options and he was able to identify the solution for obtaining the small-dollar credit.  It was realistic because the opportunity it presented meant not only more convenience in getting around to and from work, which would increase his physical and financial independence, but also potentially his social life and other issues.

And it’s time bound.  He was able to access the funds right away, and we’ll see that in a couple of slides from now, in order to make the purchase that he needed.  But he did have to commit to some work with a nonprofit on financial coaching including budgeting and credit issues as well as committing to paying off the loan in full. 

So, fortunately, Sal had already made this connection between his immediate goal, his financial situation at the time and how good credit would serve him well in the short and longer term.  So as we progress with him through the action plan, we’ll see how all of this starts to come together. 

So let’s move on to the next slide and the next step, rather – know the score.  So Carolyn mentioned that know the score is the second step in the action plan process and it’s really about knowing what is on somebody’s credit report and what might not be on somebody’s credit report.  It’s definitely about understanding the actual credit score.  

But as you’ll see as we move through this particular action step it really is focusing on the credit report as the underlying source for data that impacts the credit score and that’s what we tend to focus on.  Credit scores, as Carolyn said, are very important.  They are very simple good metrics for measuring success – credit building success.  But really what impacts the score is the consumer’s behavior, though you can see a lot of that information on the credit report. 

So as Carolyn noted in a earlier slide, in many ways credit reports are like our financial resumes and they are key tools that you may want to consider using to help job seekers work towards their goals.  All of us understand, again, the importance of a work resume and that in order to get a better job or career we need to build on our work experience and develop the necessary skills.  Reviewing and understanding, as Carolyn mentioned, what’s on our credit report can really help us determine what steps we can take now and in the future to build credit as an important step in achieving those goals.

So for those of us with credit histories, credit reports are excellent tools for understanding our historical credit payment pattern including whether they resulted in a civil judgment or a bankruptcy, and they also reflect which financial institutions and financial products we currently rely on and why.  Like in Sal’s case you’ll see a credit card that he does have or the installment loan product that he is offered by this nonprofit lender, and they help inform critical budget decisions based on existing debt obligations and we’ll see this in step four, deal with debt, in particular.

If a person has no credit history or a thin file with no active credit accounts or trade lines in good standing, the lack of information, like I said earlier, on that credit report is an equally powerful cue because it provides us with the perfect opportunity as practitioners to introduce credit building and to leverage ongoing credit building success to help clients track their progress along the path to greater financial stability in real time.  Credit reports are a longitudinal objective tool that we can use to measure products – measure progress, rather.

So I know that you all already answered – many of you who jumped on the call early were able to answer these questions and I want to put up a couple of quick polls again.  The first one is do you pull credit reports or do you help customers or your job seekers pull them.  We’ll just give it a couple of seconds more.  

OK.  So it looks like the majority of folks don’t pull credit reports for their job seekers or with their job seekers.  A very small percentage don’t know and just over 10 percent do.  So we can move on to the next poll then.  So the next poll is do you work with partners – for example, independent living centers or centers for independent living that pull credit reports.

Just a couple more seconds.  OK.  So it looks like about a third of folks who are responding do work with partners that pull credit reports.  Some don’t know and just under 50 percent don’t work with partners that pull credit reports.  OK.  This is great information.  I think if you answered don’t know in particular to either of these polls we would urge you to find out after the webinar and if you don’t – if you don’t know and to consider how incorporating credit report polls into your process of working with job seekers or how referring folks to others who can walk them through their credit reports could benefit your job seekers, again, not just in the work that you’re doing specifically with them to find and keep employment but also to achieve other related and unrelated goals.

OK, and I am going to try to speak a little more slowly because I recognize that I tend to speak quickly.  So bear with me here.  I will definitely try to keep the pace a little more – a little slower.  So as part of understanding, you know, knowing the score and knowing the report, in one of the very first slides that Carolyn defined what a credit report is, it’s a record of someone’s credit history, meaning primarily it’s a record of your financial accounts and obligations, at least those that either report the good and bad.  So your on-time payments or your late payments to the credit bureaus, or from those creditors that report negative data only like what you see on – when you have a collections account.

All credit reports contain the same general information.  It contains personally identifying information so your name, your birthday, your Social Security number, addresses.  They contain credit history including the types of credit accounts that you have had – again, your payment history on those credit accounts, outstanding balances, credit limits, the dates that those accounts were opened and closed and the current status of those accounts like whether you are paying on time or delinquent on those accounts.

And they also contain public records.  If you filed for bankruptcy, if your home has been foreclosed on, if a lender or creditor has sued you in court and obtained a judgment against you, you will see that.  Anybody who is able to access your credit report will be able to see those public records, and inquiries by lenders, so employers and others who have requested – like employers and others who have requested your report in the last two years.  

We are not going to get into detail about this today but I do want to make a point that there are two types of inquiries.  There is a hard inquiry, which is when your credit is pulled by a lender to determine whether or not to extend you credit, to offer you credit, and hard inquiries can lower a credit score by a few points.  They account for about 10 percent of your credit score.

Soft inquiries, on the other hand, occur when a person or a company including an employer checks your credit report for informational purposes like when a potential employer checks your credit report or when you’re preapproved for offers of credit like a credit card or when you yourself check your own credit score.  And if you are using an intermediary like Credit Builders Alliance, for example, to pull a credit report for financial coaching purposes with job seekers then that’s also a soft – considered a soft pull or a soft inquiry, and soft inquiries do not affect your credit score in any way.  So it’s important to understand the distinction between the two types of inquiries. 

So, again, while all credit reports contain the same information, different reports display information differently.  Credit reports sold to employers will look different than credit reports sold to lenders.

So, again, we’re not going to go into too many details about this and we are – I can see we’re – I want to make sure that we get through everything, and as I mentioned during the agenda slide there’s a lot of information that we’re going to be throwing at you.   So I really do, you know, want to make sure that folks know that if we aren’t able to get to all the questions at the end due to time constraints we will be available to answer them after that, absolutely.

So we’re not – again, we’re not getting into too many details around credit scores or algorithms that impact them but I did think it would be useful to give you kind of a big picture overview of what’s on your – what stays on your credit report and for how long.

So if you look first at open accounts in good standing, and as Carolyn mentioned, open accounts do not necessarily equal active accounts – that an open account is something that is not closed and it’s on your – on your credit report so you may or may not be actively using it.  But that will stay on your credit report indefinitely.

Closed accounts in good standing will stay on your credit report for about 10 years from the date of closure and late or missed payments will stay on the credit report for seven years from the date of first delinquency.  Charge-offs and collections also seven years.  Inquiries – I’m going to skip down for the sake of time – inquiries will stay on your report for about two years. 

So I want to really quickly – I do want to just actually make one other point and that is that – it’s a quick disclaimer that the statute of limitations for how long something stays on your credit report or when that will fall off of your credit report is not the same thing as the statute of limitations around how long someone may owe a debt and how long a creditor, more importantly, may have to seek a judgment against a borrower. 

So that’s governed by state law and it’s important to make that distinction.  These two things do not necessarily correspond.  How long something stays on your credit report, how long you are actually obligated to pay a debt or how long, rather, a creditor has to collect on a debt are not the same thing.  So it’s really important to understand that.

So job seekers have certain rights when employers pull their credit report.  First, employers have to get a job seeker’s permission before asking for a report or before pulling a report.  If you don’t – if the job seeker doesn’t provide the consent to pull that report, it’s totally within the employer’s discretion not to give that job seeker – you know, that applicant a second look.

However, they cannot pull your report without your permission.  Employers who do use credit for employment do have to abide by what’s called the Fair Credit Reporting Act, and we’ll go into a little more details about what their obligations are under the Fair Credit Reporting Act in a couple of slides.

Employers don’t get a credit score.  This is something that a lot of people don’t know.  They are able to look at your credit report but they don’t pull a credit score and this is really the result of a recommendation by the Equal Employment Opportunity Commission that credit scores are not indicative of somebody’s ability to do their job and that credit scores are sometimes correlated with – that more negatively tend to impact more adversely minorities and women.

And while it’s not stated anywhere in federal law that employers can’t pull credit scores, the bureaus have decided also not to allow most employers to purchase credit scores.  Account numbers are not listed, just the source, the type of the account and the payment history, and, again, anything that would be protected under the Equal Employment Opportunity laws like your age, you know, your birth, marital status – that kind of thing is not going to show up on a credit report that an employer might pull.

If you know that an employer is going to pull a job seeker’s credit report, best practice is really to make sure that that the job seeker pulls their report ahead of time and looks at what is on that report, corrects any errors and if there is a blemish on their credit report to be proactive about talking with the employer or prospective hiring manager about what is on that credit report.  Better for the employer to hear it – the prospective employer to hear it from the job seeker rather than just looking at the report.

So when we talk about the FCRA, which is the Fair Credit Reporting Act, these are the obligations that an employer has, and in the interest of time I’m not going to read through all of this.  You guys will have the slide presentation and, again, we will be happy to elaborate on anything after the webinar.  But just a few key things – the employer – if the employer denies an applicant a job based on something that’s on their credit report review they have to show the job seeker the report and they have to tell the job seeker how to get a free copy of that report, and the job seeker is entitled to a free copy of that report if they obtain it within 60 days, rather, of the decision. 

And that doesn’t count against them if they have already pulled a free credit report through annualcreditreport.com because everybody is entitled to one free credit report from each of the three bureaus every year.  OK.  Let’s really quickly get back to Sal. 

So we know he already has a job.  We know that his credit report and his score were still barriers for him to achieve his immediate goal of borrowing the $350 to purchase the ramp for his new power chair.  Even when he found the nonprofit to lend him the funds in spite of his score – we’ll talk about the details of the loan in step three – Sal understands that his longer-term goals of becoming more financially stable and eventually starting his own business depends in large part on his ability to improve his credit history and his credit score. 

So let’s review really quickly Sal’s credit report to get a better sense of where he is.  Obviously, this isn’t what a credit report – what you’ll see if you pull a credit report but for the sake of time we’ve consolidated the relevant information.  He has only one open credit account or one trade line.  It’s a credit card with almost a 24 percent interest rate and a $500 limit that’s been open for three years.

Sal uses the card every month to cover relatively small expenses that crop up but this only contributes to the $460 balance that he carries on average every month and he can’t seem to bring down.  He’s made a few late payments over the last six months but generally is able to make his minimum monthly payments of $95, and his card is currently in good standing, even though he does have a high – what we call a high debt-to-credit utilization ratio, which means that his outstanding debt balance, that $460, is well over the best practice of no more than 30 percent of the available credit to him. 

So, ideally, he does not want to have a balance of more than 30 percent of $500, which, of course, I didn’t do the math on ahead of time so I can’t tell you exactly what 30 percent is but it’s well below $460.  So this matters when considering not only his monthly budget constraints but also because it does impact about 30 percent of his overall credit score.  That debt-to-credit utilization ratio impacts about 30 percent of your credit score.

So we will also see or we also see here that Sal has an account in collections of about $2,300 and that was charged off four years ago.  But he made two payments on that last year, and we will talk about why it’s important to note that he made some recent payments on that collection – that debt in collections when we get to step four – dealing with debt.  His credit score is 599, and to give you a sense of where that falls on the range, pretty much anything under a 620 is generally considered subprime.  So while, clearly, there are things that Sal needs to address on his current report, he is a good candidate for credit building.  He has less than one active trade line.  He doesn’t have a mix of accounts.  He only has a credit card or a credit type.  And although the amount he owes in collections is large, it’s not enough to likely lead him to have to file for bankruptcy or some other dramatic drastic thing.

So we’re going to move, really, on now to the meat of credit building, which is step three – getting the good stuff going.  So remember what Carolyn said in the earlier slide about there are, you know, many ways that people can damage their credit or repair their credit but there’s only one way to build credit and that is by making on-time payments reported to the credit bureaus every month.

Credit builder products – (inaudible) – and when we talk about credit builder products we really mean these trade lines that Carolyn defined – an installment loan or a revolving credit account, whatever the purpose.  They can be – they can serve many different people and serve many different purposes.  In many cases, we see credit building products used to reduce dependence on predatory products, to manage monthly or unexpected expenses, to purchase a specific need, to reduce or eliminate more expensive debt, and we’ll see how Sal in particular, you know, is able to leverage his credit building loan in a couple of these ways in a couple of slides from now.

And while many credit building products are structured as starter products, they are often small and usually at least six months, as we said, but more often 12 or more months.  They tend to serve as a pathway to increased and improved credit building – credit relationships.  We’ll see this – you know, in Sal’s case he’s able to access new credit down the road as a result of his – the installment loan he gets from the nonprofit.

And among CBA’s nonprofit members currently, credit building products – we see them offered in several different ways.  Referrals are often made to credit cards, cards and financial institutions that nonprofit practitioners trust.  Partnerships are leveraged with other nonprofits that are lenders for those nonprofits that don’t offer loans, and many of our nonprofit practitioners offer and report their own loan products when they feel that there aren’t safe and responsible sources of credit available for folks that they’re working with or they feel that they can offer a better, more tailored product that really meets the needs of their particular target market.

In all cases, at the end of the day the key to helping someone build credit is predicated in large part on the existence of a safe – of access to safe and responsible financial products.  Some of the best practices we’ve seen no matter what path you choose, whether it’s referring to financial institutions or whether it’s developing your own loan product, is to make sure that individuals qualify for the credit building products that you’re helping them take on. 

It can be really disheartening to work with someone, to get to the point of application and then have them denied.  Not that you can always control for the outcome, obviously, but by doing due diligence on the terms and conditions of the product and the lender you can get a good head start on helping your job seekers, for example, find the product that is most suitable for them.

It also includes identifying products that are flexible and affordable.  In both cases it’s always recommended to have a plan for providing support for folks when they encounter challenges.  One mitigating strategy is to build active credit payments into a budget and to work, in your case, for example, with job seekers to track upcoming payments to help (sure ?) that they make those payments on time, which is remember that the key – absolutely key critical aspect of credit building – on-time payments.  And credit building should not end with the final payment on the first product.  It’s important that people see their credit building product as a stepping stone for sustained and ongoing credit building.

So I’m going to beg your indulgence again and ask you to answer two more polls.  The first one is do you offer emergency loans, and we’ll just give it a few more seconds.  OK.  Looks like pretty much everybody who has responded there’s a very, very small percentage that do but don’t report the loans and the majority don’t and a small number don’t know.  

So let’s go ahead and move on to the next slide – do you refer job seekers to outside financial products.  The first question is if you do, do you know if these products are being reported.  If you do you may not know if they’re being reported.  And, obviously, the value in this is if they are all referring them to outside products and they are able to qualify for those products you want to make sure that they get the added benefit of having those products reported.

OK.  So it looks like just under 50 percent don’t and the majority of those who do refer out don’t know if those products are being reported.  So that’s a great – a great sort of action item for folks on the line after this webinar just to find out if those – if those products are being reported.  

All right.  Well, let’s go – move on.  Again, in the interest of time I’m just going to skip through quickly a couple of slides.  Important, again, just reiterating the point that if people are using financial products that – to help them meet their current needs that’s great.  But more important or equally important is that they are able to get – accrue the benefits of meeting their future needs by having the loans reported.  And Carolyn already went over this concept here of financial capability, the concept of responsible credit building which means, really, pairing credit building products – financial products with education.

So we’re going to go quickly back to Sal.  This is just a recap of his credit report.  He has one account, high outstanding debt balance, can only make minimum payments and has a score of 599.  So he goes to this nonprofit and then he takes out a loan for $1,000.  He – the $150 of this loan is actually held back at the time of loan closing in part as a risk-mitigating strategy for the lender but, more importantly, a forced saving strategy for Sal. 

So he will have access to that $150 once he pays the loan in full.  But he walks out the door with $850 and he’s able to use that $850 to pay for his ramp outright and also to pay off the debt that he has accrued – sorry, the balance on his credit card. 

And this is important, again, just so that – you know, if you remember what Carolyn said about credit building best practices what Sal is really close to meeting the best practice of now that he’s got this installment loan he has two active trade lines, he has a mix of products because he has a revolving (and ?) installment and he will have made at least six months worth of payments the next time we see Sal on his credit card – sorry, on his new loan.

So we’re going to move quickly to dealing with debt.  Sal is now in a good place from a credit building perspective and he can move on to dealing with his debt.  Although credit building is the only way someone with no or thin credit or a thin credit profile is able to establish a credit score, job seekers with high active debt loads or a lot of debt in collections accounts will definitely need to address their debt in tandem with credit building, as Carolyn mentioned earlier, too.

OK.  So, again, just a reminder, debt management alone is not a credit building strategy but it is part and parcel where it’s relevant where somebody has a lot of debt.  Dealing with debt, three basic steps – the first is making sure that your job seeker disputes any error that they find on their credit report, and this is why it’s also really important for folks to pull their report and review their report.  About 25 percent of all credit reports contain some errors.  Some of those errors are completely harmless, maybe a mistyped name or address, but some may signal identity theft or they may have a material impact on your job seeker’s access to affordable credit or other opportunities like employment.

Second key step is paying down the debt that they have – the active debt that they have.  So we’re not talking about here the accounts in collections.  The goal, as I said earlier, is that they have no more than a 30 percent credit – debt-to-credit utilization ratio.  So whatever amount of debt – of credit is available to them they shouldn’t owe more – they shouldn’t have an outstanding balance of more than 30 percent.  

In order to – there are a lot of different strategies for dealing with existing debt before it goes to collections.  Obviously, the first is anything that is delinquent that you can get back on track will be crucial for credit building because it will become an on-time payment and that’s the key to credit building.

Other strategies include reducing – you know, again, reducing the total debt-to-credit available ratio and some folks like to pay off the highest interest rate debt first because that will have the biggest bang for somebody’s budget.  However, a lot of folks also look at – if there’s a lot of little debts that might go to collections, even if the interest rates aren’t super high a lot of folks look at paying off those balances first before they hit collections.  

Also, that can sometimes be a psychologically empowering and motivating tactic because people feel like they are actually dealing with that debt successfully.  OK.  Collections – when you have accounts in collections the most important thing to understand is that they have the biggest impact on your credit report when a collections account is first reported. 

After that, they start to age off your credit report, which means – or they start to age, I should say, which means that they will still impact your credit score but not as much as they age.  The reason it is important that we noted earlier that Sal had made two recent payments on his debt in collections – he has a collections account – was that prior to that the collections accounts had been on his credit report for four years.  

So the impact to his score was lessening over time.  When he made those two payments, that reactivated the impact of the – of the collections account.  So he will have harmed his credit score more by making those payments.  Now, this is not to say that you should not recommend that people don’t pay off their debt.  They should.  But what we recommend and what we’ve seen as a best practice from a credit building perspective is that folks try to settle with their – with a collections agency or with the creditor for one lump sum.  That lump payment will have a – will likely have an initial negative impact on somebody’s credit score but over time that impact will lessen.  

If they enter into a payment plan – a repayment plan with a creditor then they are constantly sort of reinitiating that most recent negative payment.  And so they’re sort of on an ongoing basis continually harming their score, and hopefully we’ll be able to clarify some of this when we – when we’re able to answer questions, if not at the end of the webinar today certainly after the webinar.

So really quickly, just to kind of make this real, back to Sal, this was his original credit report before he took out the loan.  He had one account, high outstanding balance – debt balance.  Could only make minimum payments, substantial amount in collections, score of 599.

He took out the loan, used $350 to purchase his ramp and $460 to pay off the balance of his outstanding credit card debt, and six months later this is what Sal’s credit report reflects.  He had managed to continue to use his credit card for one small additional expense but he was able to pay the balance off every month.  So he’s actively and successfully using that revolving credit line.  

He is able to make his $92 monthly payments on the loan from the nonprofit which he was able to – and he was able to get rid of that $95 monthly minimum payment he was making to the credit card.  And so through other cost-cutting measures and budgeting he’s also saving and he’s including the $150 that will come back to him from the nonprofit.  When he pays the loan off in full, he’s going – (inaudible) – to be able to settle with the collection agency for about half the balance – (inaudible) – on that collections account.  And after six months his score has increased 36 points to a 635, and what’s more important than the fact that his score has increased is the fact that he moved now from subprime to prime, and even more importantly, we’ll talk about how he’s able to leverage that improved score in the next step.

I’m going to turn it over to Carolyn really quickly to introduce the final step and hopefully we will be able to wind this up.

MS. SCHULTE:  All right.  Thanks, Sarah.  So, quickly, the last step is leveraging success, which I mentioned before at the very beginning.  So building credit and improving someone’s credit history – their credit report, their score – is really an intermediary success.  

Ideally, that improved credit is going to be leveraged to achieve a larger success.  So, ideally, something like improving their access to affordable financial products, improving their access to quality housing and employment opportunities and even beyond that, increasing their savings and financial stability is really the long-term goal.

It’s important to be able to measure success in credit building.  As any – you know, credit building is key – is a key component of any asset-building program and really critical to workforce development as well, and as a component of a program it’s important to measure the success.

So we work with a lot of our members on being able to measure the impact of credit building programming and one of the best ways to do that is with information found on a credit report.  Credit scores are fantastic summary measures of a change in someone’s access to good financial products and services but there’s a lot of information inside an individual’s credit report that can be used to track their – not only their change in knowledge but really get down to the their change in behavior and oftentimes their change in circumstances.

So things like change in rates of on-time payment is something that can be measured by looking at a credit report.  You can look at change in who an individual is building relationships with.  In the past, were they working with – did they have collection accounts from payday lenders and now you’re seeing active trade lines with traditional banks – traditional credit card companies?  That’s a great illustration of a behavior change as a result of credit building programming.  As I said earlier, you can also really concretely measure improved access to credit and financial services as well as opportunities in housing and employment with change in credit score.

It’s important to really understand what score you’re using when you’re pulling it and what that really means.  But change in credit score is a really important indicator.  And I’ll toss it back to Sarah to wrap up.

MS. CHENVEN:  OK. Great.  So I’m just going to wrap up (in ?) Carolyn with Sal since he was our example moving through all of this.  Once Sal’s score moved from a 599 to a 635 after just six months, he was no longer considered subprime.  He now had a prime score.  He was able to refinance his credit card interest rate and keep it active while not carrying a monthly balance.  

He was able to pay off his nonprofit loan in full and, ultimately, the time and aggravation that he saved by having purchased the ramp for his chair freed him up logistically and freed him up psychologically, in his own words, to take on starting that small business, which was one of his longer-term goals, if you remember from consider the goal – step one.

And he was able to then access a small loan because of his credit score – his improved credit score – for his business and that helped supplement his income.  Some of the less tangible but equally important benefits included the fact that he was also able to get back and forth to his gym, to the store more easily, to do chores more easily and all of this led, in Sal’s words, to an improved quality of life.  

So, you know, I don’t want to be overly dramatic about all of this but it really is a ripple effect and the benefits that accrue along with credit building, the tangible and intangible benefits we have seen among our many credit building members across the country over and over, to be incredibly powerful.

So with that, I’m going to hand it over to Miranda and apologize for how – the length and hope we’ll be able to get to some of your questions today and, again, if not we will – we will absolutely after the webinar.

MS. KENNEDY:  Great.  Thank you so much, Sarah and Carolyn.  We covered quite a bit of ground today and just going to provide a quick summary before we move to some final comments from Randee Chafkin and hopefully we can take a couple of questions before we wrap our time here today.  So we started off today’s training webinar and covering the fact that credit is ubiquitous, which is just a fancy way of saying it’s everywhere, and I think that became very clear as we moved through the discussion.

We also talked about– Sarah and Carolyn also shared that it’s important to think about credit as an asset to build and not just a barrier, and that there should be a focus on the underlying consumer behavior of the job seekers you’re working with, not just the score as it’s reflected on the credit reports and that the rest will follow out of that.

Additionally, we talked about taking the credit building approach over the debt management approach and how important that is to do so if possible, and so some examples being, you know, looking at the three active accounts and ideally a mix of those product types and making sure there’s on-time payments, and paying off collections alone is not actually credit building.  

These are some key points.  And then, finally, really, we want to push forth the importance of offering job center customers a pathway for building and leveraging good credit, and that kind of sums of what was covered today in a nutshell, although so much was covered.  And I know Randee is going to want to have a final word here and we’re going to want to hear from her as well, especially about possibly that last point about offering those job center customers a pathway for building and leveraging good credit.  So Randee, I’ll let you take the ball.

MS. CHAFKIN:  Thanks, Miranda.  That was really a wonderful presentation.  Thank you, Sarah and Carolyn.  I really learned a lot.  It was chock full of useful information.  As you can see in the information presented, credit impacts us all and it’s a major component of employment.  

We encourage you to consider these resources and strategies presented today because they might be useful to you as you serve your customers in your local areas.  I might say that when I worked in the field I came across many Sals and it would have been critical to help him maintain a life of self-sufficiency if I had known about some of the resources. 

On the next slides – can you move down the slides?  Great.  On the next two slides you have here they provide links to some of the information referenced today and also tells you a little bit about our CBA and its mission, and the next one is the one that has some resources which will be really valuable.  So I kind of encourage you to go to these resources and think about the resources and strategies that were presented.  So with that, I’ll turn it back to Miranda.  Thank you.

MS. KENNEDY:  OK.  Great.  Thank you so much, Randee.  All right.  We do know that we have a few questions that have come in and we have a few minutes to address those.  It looks like – Sarah, would you like to take the first two questions and share those with –
MS. CHENVEN:  Yeah, absolutely.  

MS. KENNEDY:  Would you like me to read those two questions to you?

MS. CHENVEN:  Sure.  That would be great.

MS. KENNEDY:  We have – the first question is, is a potential employer actually able to state that the reason for not getting a job is the negative items on a credit report or is this a hush-hush thing.

MS. SCHULTE:  They are able to state the reason for not getting the job is negative items on a credit report.  They then are – once they do they obviously are then beholden – you know, obliged to comply with the Fair Credit Reporting Act and to make sure that that applicant or that job seeker is able to access – they need to be able to see that report and they need to be able to know how to access a free copy of their report within 60 days.

MS. KENNEDY:  Great.  That’s important.  Our next question that came in – we have some great questions that are coming in.  Thanks, folks.  For someone who has no credit history what can they do to establish credit when they continue to be denied?

MS. SCHULTE:  So in an ideal world, they would have, for example, local resources with – a local credit union that might be able to offer them a credit building loan or a local nonprofit like the one that Sal found that doesn’t look at no credit history or poor credit history as a barrier but in fact an opportunity to help people build credit.  

And on the resources page that you saw the link for you will – when you go to that page you will see lots of different links to different resources that you can look through to try to identify financial products that, you know, in your – in your area and so that’s a helpful page to look for.  

But, you know, the best credit building products really tend to be a secured credit card or, again, small – very small-dollar credit builder loans so looking for a financial institution or a nonprofit lender that offers credit building products is the best tack to take when you’re trying to build credit and you don't have a credit history.

MS. KENNEDY:  Great.  Here’s a question for Carolyn.  I think we probably have time for one more question, and then we will follow up with the other questions.  We’ll follow up and shoot that information out in emails to you in response and also look at doing some FAQs and things along those lines.  But Carolyn, a payment made on a credit card account in the past six months, is there a certain amount of payment that should be made – for example, a minimum of a $100 payment?

MS. SCHULTE:  So there is really no solid rule on this.  Really, a smaller payment has essentially a pretty similar impact to a larger payment.  Sarah, do you have any recommendation on a minimum payment?

MS. CHENVEN:  No.  There’s really – there’s really no minimum.  I mean, obviously, there has to be something and, you know, it’s probably, you know, $100 but it does not have to be $100.  By way of example, we have many members – CBA members across the country that are nonprofit lenders that make credit builder loans that have a monthly payment of $12.50 and that, we see, has just as good an impact as higher cost loans or loans with higher monthly payments.  So that can have a really – by minimum we mean very, very nominal – can make a big difference on your credit score.

MS. KENNEDY:  Great.  I wish we had a little bit more time to take some – these are some great questions.  We’ll be sure to post those and do some follow-up with the other questions that came in as well and, again, would like to thank you for your time today, everyone who joined us, and Sarah and Carolyn and the Credit Builders Alliance for today’s presentation of some very important useful information.  

And with that, I’ll hand it over to Eric to take us to the post-training survey questions which we’re really looking forward to getting everyone’s feedback on this piece in particular because it’s very helpful for us in the trainings that we provide.  So Eric?
(END)
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