     There is so much to know about credit and credit scoring when it applies to mortgage lending.  A borrower’s credit score has become a critical element in mortgage lending.  The higher a borrower’s credit score the better.  Typically, borrowers have three scores and as of now, mortgage lenders find a middle score, not the highest or lowest, of 620 or above, to be most acceptable.  These three scores are compiled from the three nationwide credit repositories, Equifax, TransUnion, and Experian.  

     These repositories reflect a borrower’s credit history.  The payment history on a borrower’s credit file is supplied by credit grantors. These payment histories include open accounts and accounts that have been paid in full or even closed.  Credit accounts without delinquencies may remain indefinitely on one’s credit report, but are typically removed after ten years.  Accounts with delinquencies remain on the report usually seven years from the date the delinquency is reported.  Collection accounts remain on the credit report seven years from the charge off date, the date of the first delinquency, or date of service.

     Public records listed on a borrower’s credit report have an affect on credit scores as well.  For example, a civil judgment remains on a credit report seven years from the date filed, even if satisfied.  A Chapter 7 bankruptcy remains for ten years and a Chapter 13 completed bankruptcy remains seven years. A Chapter 13 bankruptcy involves repayment of a portion of debts owed to creditors.  If a Chapter 13 bankruptcy is not completed, it remains on a borrower’s credit report for ten years from the date filed.

     Tax liens which are left unpaid remain indefinitely on a consumer’s credit report.  Paid tax liens remain seven years from the date released.  All these factors contribute to the three scores compiled on a consumer’s credit report.  Many consumers ask why an account still appears on their report even if it is paid.  Well, payment in full of an account doesn’t remove it from the credit file.  The length of time information remains on a consumer’s credit file is determined by each credit repository but is limited by the statute of limitations imposed by the Fair Credit Reporting Act, or FCRA.  Some states have more restrictive statutes of limitations.  

     Anyone concerned about their credit history or credit scores should meet with an experienced mortgage lender prior to purchasing a home in order to address credit issues.
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