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Bad Credit?
We all make mistakes!

Perhaps the fault for your credit woes are because a family member used your 

social security number to open a gas account or you fell pray to credit cards in 
college, what ever the case bad credit happens. 

Mistakes happen. 

Credit card debt usually happens when you feel desperate to be taken care of or 

rescued. The problem with most credit cards is that we use them to supplement 
an income that we are overspending.

Living within your means is a beautiful feeling, a sustainable pleasure far more 
enjoyable than that ticket to Miami you bought last year or that dress you never 
wear anymore. 

If your credit has taken a down turn somewhere or you never had credit to begin 
with., use this repair kit to help you build your score and start living the life of 

your dreams: owning your own home, investing in real estate, investing in your 
business, and being able to successfully manage your credit.



CHAPTER ONE

Get Clear



Pulling Your Report

• Visit www. annualcreditreport.com

• You can pull your credit report from each credit agency 
(Experian, Transunion, and Equifax) for FREE once a year.

• Pull all your reports to make sure you have an accurate 
picture of your report or you can stagger your requests 
throughout the year. 

• For a small fee you can also get your credit scores.  



Most FHA home loans and credit cards can be 
approved with a score as low as 585.

“
”



Tips For Improving Your Credit 
Score

1. Dispute all items that are more than 7 years old. If disputing 
an item  doesn't work ask creditor to produce evidence of 
original debt. All 3 agencies have resources to dispute items 
directly from your pulled electronic report. To dispute an 
item in writing use the Sample Letter in Chapter Two. 

2. Try negotiating with creditors to have late payments reduced 
or settle debts less than 7 years old 

3. Keep the ratio of credit use to credit limit under 30 percent. 
For example if your total available credit is $10,000 try to 
keep your balances below $3K. In other words don't max out 
your cards and pay in full each month.

4. The length of time an account has been open is important. 
See if you can get a relative with excellent credit to add you 
to their credit account like a department store card. 



CALL-TO-ACTION

Follow the link below to pull your free credit report

Free Credit Report

www.annualcreditreport.com


CHAPTER TWO

Dispute



Sample Letter of Dispute

[Your Name]
[Your Address]
[Your City, State, Zip Code]

[Date]

Complaint Department
[Company Name]
[Street Address]
[City, State, Zip Code]

Dear Sir or Madam:

I am writing to dispute the following information in my file. I have 
circled the items I dispute on the attached copy of the report I received.

This item [identify item(s) disputed by name of source, such as creditors 
or tax court, and identify type of item, such as credit account, 
judgment, etc.] is [inaccurate or incomplete] because[describe what is 
inaccurate or incomplete and why]. I am requesting that the item be 
removed [or request another specific change] to correct the 
information.

Enclosed are copies of [use this sentence if applicable and describe any 
enclosed documentation, such as payment records and court 
documents] supporting my position. Please reinvestigate this[these]
matter[s] and [delete or correct] the disputed item[s] as soon as 
possible.

Sincerely, 
Your name

Enclosures: [List what you are enclosing.]

“
”



Helpful Tips For 
Avoiding a Civil Judgment

1. Don't ignore a summons.

2. As soon as your have answered a summons try calling the credit 
agency or original creditor to negotiate a payment plan.

3. Also, you do not have to settle with a collection agency, but can 
communicate with the creditor directly. You can also show up to 
the appointed court date and ask the debtor to show proof of the 
debt in the form of original documents. Most attorneys will not 
have this information and sometimes the judge will dismiss the 
case.

4. If a judgment is made against you try setting up a payment plan 
with the creditor to avoid bank or wage garnishment



“
”

“
”

Know the statute of limitations for civil 

suits in your state

Rebuilding or building credit takes time, but it absolutely can be 
done. Just be patient and know that your timing is perfect



CHAPTER THREE

Settle: 
Pennies on the Dollar



Helpful Tips for Writing A Debt 
Settlement Letter

1. Know your rights. When it comes to debt settlement, it is important that you know 
your legal rights before you send a letter. These letters are considered legal 
documents, and anything you say can be held against you if legal action is taken.

2. Offer a Settlement amount that makes sense for you. Sometimes you can settle for 
as low as 10 cents on the dollar. The typical settlement range is 10-70% of the 
original debt. Pick a number that feels good to AND gives you room to negotiate

3. Creditors can choose what they report to credit bureaus and you have the right to 
request that certain information be removed, or not reported, so that your credit 
rating is protected. 

4. Also, you do not have to settle with a collection agency, but can communicate with 
the creditor directly. Collection agencies may pressure you because they get a 
percentage of the money; however, you do not have to settle with them.

5. Keep the letter as short as possible. This is a business letter, not a journal entry. 
Make an introduction, state the proposal, and sign the letter. Be clear, concise, and 
to the point.

6. Follow up with credit bureaus. If you agreement included actions to preserve your 
credit rating, you should follow up with the major credit agencies after you have 
settled the debt. You want to make sure that the creditor has honored their part of 
the agreement.

7. Keep all documentation. Keep a copy of your debt settlement letter, any counter-
offer letters, signed agreements, canceled checks, or receipts as proof of payment 
to show credit bureaus if needed and to protect yourself in case further legal action 
is taken in the future.



What Is Included In Our Sample Debt 
Letter?

1. Benefits to Creditor. The purpose of debt settlement legal letters is to convince the creditor 
that it would be in their best interest to reach an agreement with you. Avoid making the letter 
personal and don't make the mistake of trying to use your situation to get sympathy. While a 

creditor may understand what you are going through, money is their primary concern

2. You can explain your situation, but make it clear that you will have to resort to bankruptcy if an 

agreement cannot be reached. Let them know that you are still willing to pay as much as you 
are able, but if you do not make changes to your current situation, bankruptcy will be 
unavoidable and they would risk a complete loss. 

1. Account Details. Include your account number and how much you owe, as well as any reference 
numbers, names, or dates of previous telephone conversations with the creditor.

2. Proposal. Look at your finances and decide what you can afford to pay toward your debt. 
Explain the terms of your proposal clearly so creditors know exactly what you are offering –

how much you can pay and how long it will take you to meet the agreement. Also, make sure 
that you request that your account be reported as “paid in full” , that any lawsuits or 
collections be terminated, and all negative or black marks be removed from your credit report. 

One of the primary purposes of a debt settlement is preserving your credit score as much as 
possible. 

3. Often, your initial proposal will not be accepted, but creditors will frequently respond with a 
counter proposal. Keeping this in mind, you may want to ask for better terms than you are 
expecting to get, so that final negotiations will be close to what you are actually hoping to 

receive. Remember, never offer or agree to something that you cannot deliver . 

4. Professional Tone. When writing a debt settlement letter make sure your tone is both 

professional and polite. Avoid making demands or sounding threatening. 

5. Request a Letter of Agreement. Once both parties have come to an agreement, request that 

the creditor send you a Letter of Agreement to confirm the terms. You may also wish to include 
a copy of a debt settlement agreement for the creditor to sign. Do not pay anything until you 
receive this confirmation so that you have legal protection if further action is taken.



Sample Letter of to Settle Old 
Debt

[Your Name]

[Your Address]

[Your City, State, Zip Code]

[Date]
Debbie Debtor

123 Debt Street, Debtsville CA 99999

310-555-1212

Acme Collection Agency

123 Acme Street

Creditorville, CA 99999

Today’s Date

Dear Creditor,

Re: Account Number__________ 

Please allow me to explain why I have not been able to take care of this debt. I have been unemployed for 6 months, 
and have used up all my savings trying to keep up with my bills. Due to this, I have been unable to make payments to 

you. I am now finally in a position where I can resolve my debt to you for the account number above. 

The amount I would propose to pay towards full settlement of 

this debt is $___________. Currently, I am in negotiations with several other creditors for similar type settlements 
and have only a limited amount of money available. I have decided to settle only with those that meet mutually 
agreed upon terms and conditions with me. Additionally, if you would agree to remove any late payment or charge-

offs from my credit report, I am willing to offer additional funds. Please be advised, that I will not make a payment, 

unless upon written confirmation of this settlement, sent to the address above, or faxed to 310-555-1212. I sincerely 
would like to settle this debt and have it paid off. If you find these terms and conditions acceptable, please 

forward to me, a final agreement. Upon receipt of this agreement, I will forward you the stated amount through a 

cashier’s check or money order.

Sincerely,

Debbie Debtors Signature

Debbie Debtors Printed Name



Sample Letter of to settle old 
debt

[Your Name]

[Your Address]

[Your City, State, Zip Code]

[Date]
Debbie Debtor

123 Debt Street, Debtsville CA 99999

310-555-1212

Acme Collection Agency

123 Acme Street

Creditorville, CA 99999

Today’s Date

Dear Creditor,

Re: Account Number__________ 

Please allow me to explain why I have not been able to take care of this debt. I have been unemployed for 6 months, 
and have used up all my savings trying to keep up with my bills. Due to this, I have been unable to make payments to 

you. I am now finally in a position where I can resolve my debt to you for the 

account number above. The amount I would propose to pay towards full settlement of this debt is $___________. 
Currently, I am in negotiations with several other creditors for similar type settlements and have onlya limited 
amount of money available. I have decided to settle only with those that meet mutually agreed upon terms and 

conditions with me. Additionally, if you would agree to remove any late payment or charge-offs from my credit 

report, I am willing to offer additional funds. Please be advised, that I will not make a payment, unless upon 

written confirmation of this settlement, sent to the address above, or faxed to 310-555-1212. I sincerely would like 
to settle this debt and have it paid off. If you find these terms and conditions acceptable, please forward to me, a 
final agreement. Upon receipt of this agreement, I will forward you the stated amount through a cashier’s check or 

money order.

Sincerely,

Debbie Debtors Signature

Debbie Debtors Printed Name



Sample Letter to Settle Old Debt

[Your Name]

[Your Address]

[Your City, State, Zip Code]
Countering a Creditor’s Offer

A counter offer for debt settlement is what you propose to pay your creditors in response to the offer they made to 
you. A sample of such a counter offer letter is given below for your reference. It’s a good idea to attach this to the 

Debt Settlement Agreement Letter sent to your creditor. 

Debbie Debtor

123 Debt Street, Debtsville CA 99999

310-555-1212

Acme Collection Agency

123 Acme Street

Creditorville, CA 99999

Today’s Date 

Dear Acme Collection Representative,

Re: Account Number 12345678 

I much appreciate that your company is co-operating with regarding a mutually agreed upon debt settlement. 
However, this amount would not be a feasible amount for me to pay, as I am borrowing the funds from my mother. 
Instead, the amount that I could come up with to settle this debt in full would be $_________. Additionally, I would 

request you remove any late payments or charge-offs from my credit report. Currently, I am in negotiations with 
several other creditors for similar type settlements and have only a limited amount of money available. I have 
decided to settle only with those that meet mutually agreed upon terms and conditions with me. Additionally, if you 

would agree to remove any late payment or charge-offs from my credit report, I am willing to offer additional 

funds.Please be advised, that I will not make a payment, unless upon written confirmation of this settlement, sent to 
the address above, or faxed to 212-555-1212. I sincerely would like to settle this debt and have it paid off. Once I 
receive a settlement letter from you, I will make the first payment within 10 business days. If you find these terms 

and conditions acceptable, please forward to me, a final agreement. 

Upon receipt of this agreement, I will forward you the stated amount through a cashier’s check or money order.

Sincerely,

Debbie Debtors Signature

Debbie Debtors Printed Name

Debbie Debtors Printed Name



CHAPTER THREE

Rebuild



Tips For Building Credit

1. Open a secure credit card account. Try your 
personal bank.

2. Ask a relative with good credit to add you as an 
authorized user to their credit accounts

3. After a year of using a secured card apply for a 
non-secured card. Keep in mind that most offers 
will have interest rates as high as 29% so paying 
your balance in full each month is crucial.

4. Use your card as needed making sure to pay your 
balances in full. Don’t just put the card away and 
never use it. Part of building credit is using it.

5. Avoid late payments as best you can. Set up 
automatic payments and leave you credit card 
alone. What we focus on tends to grow. Focus on 
making more. Let your income grow, not your 
debt.



What we focus on tends to grow. Focus on making more. Let 
your income grow, not your debt.

“

”



CALL-TO-ACTION

Follow the link below for a list of credit cards to apply for 
with little to no credit.

Cards That Build Credit

http://money.usnews.com/money/personal-finance/articles/2012/11/21/the-best-credit-cards-for-rebuilding-your-credit-score



