
What is a Credit File?
Your credit reference file is basically a list of all forms of credit that you have been given and a history of the repayments that you have made. It includes details of loans, mortgages, credit cards, any CCJs (county court Judgement) together with details of any Bankruptcy, IVA (Individual Voluntary Arrangement) or re-possession notices. 

If you apply for any form of credit, be it a mobile phone or a mortgage or anything in between, the lender involved is able to check your file to help them decide whether or not they wish to lend to you. The lender only has access to details of whether you have made your past and current credit repayments on time. They will then use this information to help them make a decision about whether to lend to you. This may not be the only criteria used by lenders. They may also take into consideration additional information such as how long you have lived at your current address and whether you are a home owner etc. If your credit repayment history is good, then this will go a long way to the credit being granted.

How to get a copy of your Credit File?
You are entitled to see a copy of your own credit file. In the UK, a file is compiled about your credit history by 2 main credit reference agencies, Experian and Equifax. The cheapest way of getting a copy of your file is to write to either agency advising that you are requesting a copy of your file. You will need to provide your current address and details of all other addresses you have lived at in the preceding 6 years. You will also need to include a cheque for the fee that at the current time is £2.

Equifax and Experian can be contacted at the following addresses:

Experian Ltd
Consumer Help Service

P.O. Box 8000,

Nottingham

NG80 7WF

Or 

Equifax Plc
Credit File Advice Centre

P.O. Box 1140,

Bradford

BD1 5US

A quicker, although slightly more expensive method is to apply online for a copy of your file at either:

www.experian.co.uk/consumer 

www.econsumer.equifax.co.uk/consumer/uk
How Do I Read My Credit File?
Your credit file will arrive with a leaflet explaining the various entries. Basically, the file will show the name of the creditor, the date started, the outstanding balance and your payment history. Each payment made on an account will result in a code being entered on to your credit file so that prospective lenders can see if the payment was made on time. This coding is as follows:

0 = Payments are Up to Date

1 = Payments are up to 1 month late

2 = Payments are up to 2 months late

3 = Payments are up to 3 months late

4 = Payments are up to 4 months late

5 = Payments are up to 5 months late

6 = Payments are up to 6 months or more late

8 = The account is defaulted and a default notice has been issued. 

D = The account is not in use – No amount owed

U = The most recent months information is not available at the time the file was printed.

Specific Repayment Problems
In addition to your repayment history, if you have any historical items relating specifically to problems that you have had with credit, these will also be shown on your file:

Default Notice – If you consistently make late payments, underpayments or no payments at all, the creditor concerned will probably serve a Default Notice on you. The creditor is legally obliged to send you written notification that you have defaulted against the terms of your credit agreement as governed by the Consumer Credit Act of 1974. A notice of default can only be given after you have received reasonable warnings from your creditor. Once issued, it allows the creditor to request immediate repayment of the full outstanding balance. The default notice will appear on your credit file for any potential lenders to view. 

County Court Judgement (CCJ) – Creditors are entitled to pursue payment of the amount they are owed through the Courts if the original contract has been breached. i.e. usually if you default on making the payment. The creditor will instruct a solicitor to lodge their claim for repayment and costs with a  Court local to where you live. You will then receive official documents from the Court, which you are obliged to return. These documents give you the opportunity to agree that you owe the debt or to appeal it. If you agree, then you have the option of repaying the debt in full within 14 days. If you are unable to repay the debt in full within 14 days then it is usual for the Court to grant a County Court Judgement (CCJ) against you. 

Bankruptcy / Individual Voluntary Arrangement (IVA) – If you have been subject to a formal insolvency procedure within the last 6 years this will be recorded on your credit file. Such procedures are only used if you have had serious debt problems. You should be fully aware if you have been through one of these procedures.  

Electoral roll mismatch - Every year your local Council sends you a form to complete. This updates them on who is living where. Many lenders will compare the address you have given them, to that given on the electoral roll. If the two do not match, or there are missing details, then this may count against you in their scoring criteria. 

Searches on your credit file - Every time you apply for credit of any kind, the potential lender will review your credit file and leave a “search entry” mark on your file. The purpose of this mark is to let any other potential lenders know how many times you have applied for credit in the recent past. If there are a high number of search entries on your file this will alert potential lenders to a possible problem and may result in your application for credit being refused. 

How do Potential Lenders Score My Credit File? 
When a potential lender reviews your credit file, they cannot see the same details as you are able to see when you request your file. For example, they cannot see the name of the current creditors, outstanding balances or required monthly payments. The potential lender will be given the history of your past payments together with details of any CCJs or other credit problems you may have had. 

Each potential lender will have their own criteria on whether to accept or reject your application for credit based largely on your payment history. As different lenders have different criteria for lending some may be willing to lend where others are not. 

Removing Incorrect Entries

Time constraints

Your credit file should only show the last 6 years of your credit history. If your credit file contains information relating to resolved credit (i.e. paid or settled credit) that is over 6 years old you are entitled to have this information removed. If it has not been removed you should write to either credit reference agency, Experian or Equifax and request that it is deleted. If your credit file contains information about unpaid debts these cannot be not be removed from your credit file simply because they started more than 6 years ago. 

Debts Which You Believe You Do Not Owe
If your credit file contains an incorrect entry stating that you owe money to a lender when you believed that you don’t, you will have to prove evidence of the debt being paid to the credit reference agency. Alternatively, if the money was never due you should contact the lender concerned and request a copy of the agreement which they believe you signed. If they cannot produce this, you have a right to demand that your credit record be altered to show that the debt is not owed, due to lack of evidence that you owed this money. 

Debts Owed By Someone Else 
If someone living at your address (with or without the same name) has poor credit, this person’s credit file can get mixed up with yours and, mistakenly, show up on your file. If you believe that this is the case, you should write to Experian or Equifax and request a notice of disassociation. They will send out a disassociation form for you to sign and return it to them for the record to be deleted from your file. This should also stop the problem happening in the future.

Defaults
If you default on your repayments or have ceased making payments, a default notice is likely to be recorded on your credit file. This will remain on your credit file until such time as the matter has been resolved either by repaying the debt or by making an agreed settlement with the lender concerned. 

County Court Judgments (CCJ)
It is normally not possible to have a CCJ removed from your credit file once it is in place. 

Searches on Your Credit File
All search entries are recorded on your credit file for 2 years. If a potential lender has carried out more than 1 search you can request Experian or Equifax to remove all but one, by claiming that duplicate searches have been carried out

Protecting and Repairing your Credit File – A Summary
Understand Your Credit File
Find out what credit information is currently recorded about you. 

Correct Mistakes and Errors
Check your credit file to ensure that the payment information has is correctly recorded. If there are any errors contact Experian or Equifax to resolve the problem. 

Remove old problems 
If your credit file details items that were satisfied over 6 years ago, request Experian or Equifax to remove these. 

Add a Notice of Satisfaction 
Once you repay or satisfy a CCJ, IVA or Bankruptcy ensure that you forward a copy of the certificate of satisfaction to Equifax and Experian. This will inform any potential lenders that your problem is resolved.

Register on the Electoral Roll 
Being on the electoral roll should improve you credit score as it shows that you have a permanent address. If you have registered to vote but your credit file does not show this, contact Experian or Equifax in order to get the issue resolved and your credit file amended.

Banking with a Poor Credit History
Bank accounts

If you have a poor credit history, many high street banks and Building Societies offer simple bank accounts with no lending facilities called “Card Cash” accounts. You can get your salary paid into a card cash account via BACS. You can also set up direct debts and standing orders from it. You will not be granted any lending facilities or a debit card. 

The Financial Services Authority (FSA) offers a really good guide to the basic bank accounts that are available. A downloadable version of the guide is available from: http://www.fsa.gov.uk/consumer/pdfs/bank_account.pdf 

Pre Paid Cards
Pre paid Cards are a recent introduction to the UK. They are a good solution for individuals with bad credit history who are unable to get a credit card. Prepaid cards are currently offered by the following suppliers:

www.easykard.com

www.mycashplus.co.uk 

www.snapcard.com

Pre Paid cards look and work like traditional credit cards and can be used at all places that take VISA or Mastercard. The cash cards do not attract interest charges and no credit checks are carried out when applying for one. Cash cards work on a top-up basis; you deposit money onto the card and then you are free to spend up to the amount you have deposited before you need to deposit further funds.  As cash cards are a new product in this country there are just a handful of suppliers and at the current time all make a charge for joining (usually in the region of £15) and then an on going monthly fee of about £5.

