
4 Credit Scores 

QUESTION 1 

Having a low credit score can make it more difficult to: 

A. Obtain a car loan 

B. Open a new credit card 

C. Secure an apartment lease 

D. All of the above 

QUESTION 2 

Which action is LEAST important to maintaining a healthy credit score? 

A. Make on-time payments 

B. Check your credit report annually 

C. Know your exact score 

D. Fix inaccurate information on your credit report 

QUESTION 3 

Which of the following actions can NEGATIVELY impact your credit score? 

A. You disputed an item on your credit report. 

B. You forgot to pay the cable bill. 

C. You paid all your bills in cash. 

D. You use a small amount of your available credit. 

QUESTION 4 

Which of the following MOST influences your credit score? 

A. Types of Credit Used 

B. Payment History 

C. Length of Credit History 

D. Amounts Owed 

QUESTION 5 

Having a good credit score is important because: 

A. It can impact your ability to get a driver’s license 

B. It can impact your ability to be approved for bank loans 

C. It can impact how much you will have to pay the government in taxes 

D. It can impact how much you will have to pay for college 

What is a Credit Score? 

Animated Video 



Imagine there is a book that lists every financial transaction you've ever made. A book that 

records the time you forgot to pay your friend the five dollars you owed him for betting he 

wouldn't eat a chocolate brownie covered in ketchup and mayonnaise. A book that will cost you 

money in the future. 

Something like this does exist, though it doesn't record silly wagers between friends. It's called a 

"credit report," and it might rate you as "poor" for not living up to your promise to pay someone 

back. Even though this credit report doesn't keep track of the money you owe your friends, it 

does keep track of money you borrow from banks, credit card companies, and other lenders. 

Your history - good or bad - is used to calculate your credit score. This is basically how credit 

reporting and credit scores work. Essentially, your credit score is a number representing how 

likely you are to pay back your debts - it's a value of your credit-worthiness. 

So what is a credit score? A credit score is a three-digit numerical rating that reflects how likely 

you are to repay your debts. A high score means you're likely to pay back your debts, and a low 

score means you're considered a higher risk and less likely to pay off your debts. Good money 

habits, like repaying your bills on time, can help keep your credit score high while bad money 

habits, like maxing out your credit cards, can bring it down. 

Credit scores help financial institutions determine how risky it is to loan you money. If you have 

a high credit score, you will generally receive better loan terms and low interest rates, since you 

are considered "low risk." On the other hand, a bad credit score may mean you might not qualify 

for a loan to buy your dream house, a car, or even that new cell phone you wanted - all because 

you are considered "high risk" and the lender is worried a high risk person won't pay them back. 

Just how important is your credit history and your credit score? It can actually affect a lot more 

than you might think. In fact, some of the biggest moments in your life may be affected by your 

credit score: 

• A car dealer will run a credit check to see what kind of interest rate you will get to buy a 

car. 

• An employer might check your credit score to see if you're a responsible person. 

• A potential landlord will check your score to judge if you'll pay your rent regularly. 

• And if you want to get a credit card, the company will run a credit check to see if you're 

likely to pay your bill each month. 

• Your credit score might even affect the type of cell phone you can get. 

Credit reporting companies analyze your credit history and calculate your score, which generally 

range from the low 300's to the mid 800's. These numbers are a bit mysterious because only the 

credit bureaus know how they're calculated. But we do know this: there are three major credit 

bureaus in the United States: Experian, Equifax, and TransUnion. Each tracks your credit history 

separately, so there are often small variations among them. 

QUESTION 1 

Which of the following statements are TRUE about credit scores? 



A. Credit scores reflect how likely individuals are to repay their debts. 

B. Only the credit bureaus know exactly how credit scores are calculated. 

C. Both A & B 

D. Neither A nor B 

Credit Score Ranges 

Interactive Buttons1 Activity 

Introduction 

Credit scores generally range from 300 to 850 and are based on your financial history. However 

not every lender uses the same scale to judge whether a score falls between excellent and 

poor, click the buttons on this screen to get a general sense of what each range means. 

Very Poor Credit – Below 500 

If you have a credit score in this range, you should consider seeking assistance to help repair 

your credit history. 

Poor Credit – Between 500 and 579 

A credit score in this range can mean high interest rates, and you may not qualify for loans. 

Fair Credit – Between 580 and 619 

At this range, it's possible to secure a loan or line of credit, but your credit score may prevent you 

from getting favorable loan terms. 

Okay Credit – Between 620 and 679 

This credit score range could restrict you to higher-than-average interest rates on loans and lines 

of credit. 

Good Credit – Between 680 and 700 

With a solid credit record like this, you would qualify for most loans. 

Excellent Credit – 700 or more 

A credit score in the excellent range can qualify you for the best loan terms and interest rates. 

Summary 

You can boost your credit score – and avoid a low one in the first place – by paying all your bills 

on time and managing what you borrow responsibly. 



QUESTION 2 

What financial behaviors will typically lead to a low credit score? 

A. Maxed out credit cards 

B. Fully paid balances 

C. On-time payments 

D. Long credit history 

Components of a Credit Score 

Interactive Buttons1 Activity 

Introduction 

Credit bureaus don't reveal exactly how they calculate credit ratings, but we do have a general 

idea of how different financial behaviors impact your score.  Like a grade for a school class, 

your credit score is based on different parts that are worth a certain percentage of your overall 

score. 

Payment History: 35% 

• Thirty-five percent of your credit score comes from your payment history. 

• Do you pay your bills on time? 

• Do you always pay at least the minimum amount? 

• If you answered 'yes' to these two questions, then you're in good shape, but making even 

just one late payment could damage your score, so always pay your bills on time. 

Amounts Owed: 30% 

• Thirty percent of your credit score is determined by the amount owed, which is made up 

of two parts: the total amount you owe your lenders and the percentage of available credit 

you're using. 

• If you use less of your available credit you're considered lower risk than people who use 

a lot, and a lower risk means a better credit score. 

Length of Credit History: 15% 

• The length of your credit history makes up fifteen percent of your credit score. This is the 

amount of time you've been using credit. 

• If you've been using credit responsibly for ten years, you're considered less of a risk than 

someone who's only been using credit for ten weeks. 

New Credit: 10% 

• About ten percent of your credit score is based on the amount of new credit you've 

applied for recently. 



• This is measured by how often your credit gets checked by lenders, so every time you 

apply for credit and the lender runs a check, your score drops a little bit. This includes 

applying for store credit cards, too. 

• People who apply for a lot of credit at once are seen as credit risks. 

Types of Credit Used: 10% 

• The types of credit you use influence about ten percent of your credit score. If you use a 

mix of credit types, like credit cards, an auto loan, and a mortgage, you may have a 

slightly higher score than those with only one kind. 

Summary 

Now that you have a better sense of what goes into your credit rating, let's take a look at how 

everyday transactions can raiseÉ or lowerÉ your score. 

QUESTION 3 

Which of the following factors will have the greatest impact on your credit score? I. Length of 

Credit History II. Payment History III. Amounts Owed IV. Types of Credit Used 

A. I & II 

B. II & III 

C. I & III 

D. II & IV 

Actions that will Hurt Your Credit Score 

Interactive Hotspots2 Activity 

Introduction 

From big decisions to small, making poor choices can lower your credit score, while other 

choices have no effect and can even raise it. In each of the following situations, click on the 

decision – or decisions – that will lower your credit score. 

Question #1: Choose the action(s) that will LOWER your credit score. 

a)    Review your credit card bill online. 

b)   Pay your cell phone bill late. 

c)    Close out an old credit car. 

Question #2: Choose the action(s) that will LOWER your credit score. 

a)    Only charge a small amount on your credit car compared to your credit limit. 



b)   Forget to start making student loan payments after graduation. 

c)    Start building your credit history early. 

Question #3: Choose the action(s) that will LOWER your credit score. 

a)    Open up several store credit cards on the same day. 

b)   Purchase something with a debit card. 

c)    Max out your credit card. 

Question #4: Choose the action(s) that will LOWER your credit score. 

a)    Miss your credit card bill payments by 1 day. 

b)   Pay off more than half of your car loan. 

c)    Call the credit card company to ask about a transaction. 

Question #5: Choose the action(s) that will LOWER your credit score. 

a)    Open a savings account. 

b)   Pay your cell phone bill on time. 

c)    Ignore the bill for your doctor's visit. 

Summary 

Great job identifying the decisions that will lower your credit score. 

Actions that will hurt your credit score: 

• Paying your bills late – even by one day! 

• Closing out an old credit card. 

• Forgetting to make loan payments. 

• Opening up several new lines of credit at once. 

• Using a large percentage of your credit limit. 

Now let's look at some things you can do to raise your score. 

Help Your Credit 

Interactive Hotspots2 Activity 



Introduction 

Just as some decisions can lower your credit score, others can make it go up. For each of these 

situations, make the decision – or decisions – that will raise your credit score. 

Question #1: Choose the action that will RAISE your credit score. 

a. Forget to pay electricity bill during last month of lease. 

b. Open a savings account at the bank. 

c. Charge $400 on a credit card with a $5,000 limit. 

Question #2: Choose the action that will RAISE your credit score. 

a. Order a free credit report from a credit bureau. 

b. Leave a medical bill unpaid while waiting for your next paycheck. 

c. Pay off your credit card balance in full. 

Question #3: Choose the action that will RAISE your credit score. 

a. Research student loan terms online. 

b. Carry a $4,000 balance on a $5,000 credit limit. 

c. Have two credit cards, one car loan and one mortgage in good standing. 

Question #4: Choose the action that will RAISE your credit score. 

a. Write a check. 

b. Forget student loan payment is due because statement was lost in the mail. 

c. Have a nine-year credit history. 

Question #5: Choose the action that will RAISE your credit score. 

a. Keep your first credit card account open. 

b. Pay with a debit card. 

c. Make a credit inquiry for a store credit card. 

Question #6: Choose the action that will RAISE your credit score. 

a. Access your credit card account online. 

b. Open three lines of credit in one month. 

c. Pay down more than half of your student loans. 

Summary 

With a little hard work and some smart financial decisions, you raised your credit score into the 

'excellent' range. 



Explore a Credit Report 

Interactive Hotspots1 Activity 

Introduction 

On a typical credit report, you'll find your credit history. It's a good idea to check your report 

every year in case you need to take action to improve a low score.   

You may want to compare your credit report across the credit bureaus to see if there are any 

errors or differences between them. 

To learn even more, click the different parts of this report. 

 

Personal Information 

Your name, address, and 

Social Security number are 

on the top of the credit 

report. Make sure to keep 

this information accurate and 

up to date. 

Public Records 

Lists information that's 

publically available. That 

includes things like court 

judgments and bankruptcy 

filings. 

Potentially Negative Items 

Potentially negative items 

like unpaid accounts and late 

payments. Negative items 

may stay on your report for 

up to seven years. 

Accounts in Good Standing 

Accounts in good standing 

are those that have been 



reported to the credit bureau(s) as paid on time and in full. 

Payment History 

Includes both on-time and late payment of your debts. Remember that payment history 

has the greatest impact on your credit score. 

Soft Inquiry 

Occurs when someone runs a background check on your credit, like when starting at a 

new job. This does not affect your credit score. 

Hard Inquiry 

Occurs when someone checks your credit history to make a lending decision. A hard 

inquiry affects your credit score and can remain on your report for up to two years. 

Summary 

To ensure that your credit report is healthy, it's a good idea to check it at least once a year so you 

can make sure it's accurate and error-free. 

And it's easy – and cheap – to do.  In fact, it's free. 

Every year, you are entitled to one free credit report from each of the three credit bureaus for a 

total of three free reports a year. 

Keeping Tabs on Your Credit 

Interactive Buttons1 Activity 

Introduction 

Want to know how to make sure you have a healthy credit report? The answer is at your 

fingertips. Click on the different parts of the checklist to learn how.  

            Check it annually 

It's a good habit to check your credit report at least once a year across all three credit 

bureaus. You can do it for free at annualcreditreport.com. 

Check for accuracy 

Double-check that all your credit report information is accurate – even things like your 

name and address, which you might overlook. 



Check your history 

Since payment history has the biggest impact on your credit score, make sure to check 

that it's accurate, and dispute any errors that you find with the credit agency. 

Summary 

If you notice an error on your report, contact the credit bureau immediately to let them know 

there's a mistake. All three credit bureaus allow you to file a dispute online. 

Disputing something on the report will not hurt your credit, so don't hesitate to get in touch with 

the appropriate bureau if you suspect a problem. 

And it helps to contact both the credit bureau and the company that's the source of the 

information – like your credit card company. 

QUESTION 4 

Which is LEAST important to maintaining a healthy credit score? 

A. Making on-time payments 

B. Checking your credit report annually 

C. Knowing your exact credit score 

D. Letting the credit bureaus know about any inaccurate information on your credit report 

The Impact of Your Credit Score 

Interactive Hotspots1 Activity 

Introduction 

Your credit score can have a huge impact on your finances, but how much of an impact does it 

really have? Imagine that you're about to make some big life decisions. Let's see how the results 

can be very different if your credit score is 'Excellent' or 'Fair.' Click each to see how your credit 

score can impact your future. 

Applying for a credit card. 

• With an 'excellent' credit score, you receive a preferred interest rate of 13%. 

• With a 'fair' credit score, you land a higher interest rate of 23%. 

• A higher credit score can help you obtain a lower, preferred APR on your next credit 

card. 

Applying to rent an apartment. 

• With an 'excellent' credit score, you were accepted and get to move in next month! 



• With a 'fair' credit score, your credit history isn't very strong, so the owner chose another 

tenant. 

• Your credit score can make the difference between being approved for a new apartment 

lease or having your rental application declined. 

Getting a car loan. 

• With an 'excellent' credit score, you receive a lower interest rate on your car loan, and 

save almost $30 on your monthly payment. 

• With a 'fair' credit score, not only is your monthly payment higher, but you end up paying 

close to $1,500 more in interest because of your credit score. 

• As you saw, your credit score can affect your entire life, which is why it's so important to 

use credit responsibly. 

By developing good credit habits and keeping an eye on your credit reports, you can make sure 

that your score is as high as possible. 

QUESTION 1 

How many free credit reports are you legally entitled to each year? 

A. One credit report each year 

B. Three credit reports each year 

C. One credit report from each credit bureau 

D. Three credit reports from each credit bureau 

QUESTION 2 

Having a low credit score can make it more difficult to: 

A. Obtain a car loan 

B. Open a new credit card 

C. Secure an apartment lease 

D. All of the above 

QUESTION 3 

Which of the following actions would improve your credit score? 

A. Closing out old credit cards 

B. Paying off your credit card bill 

C. Using a large portion of your credit limit 

D. Opening a new savings account 

QUESTION 4 

Which of the following actions has NO impact on your credit score? 

A. You inquire about a credit card charge. 



B. You use a large percentage of your credit limit. 

C. You opened several new credit cards last week. 

D. You send in your credit card payment a couple days late. 

QUESTION 5 

Which of the following actions can NEGATIVELY impact your credit score? 

A. You disputed an item on your credit report. 

B. You forgot to pay the cable bill. 

C. You pay all your bills in cash. 

D. You use a small amount of your available credit. 

QUESTION 6 

Which of the following MOST influences your credit score? 

A. Types of Credit Used 

B. Payment History 

C. Length of Credit History 

D. Amounts Owed 

QUESTION 7 

Which of the following statements about credit scores is TRUE? 

A. Credit scores reflect how likely individuals are to repay their debts. 

B. Credit scores range from the low 300’s to the mid 800’s. 

C. Each person has three credit scores. 

D. All of the above. 

QUESTION 8 

Having a good credit score is important because: 

A. It can impact your ability to get a driver’s license 

B. It can impact your ability to be approved for bank loans 

C. It can impact how much you will have to pay the government in taxes 

D. It can impact how much you will have to pay for college 

QUESTION 9 

Which action is LEAST important to maintaining a healthy credit score? 

A. Make on-time payments 

B. Check your credit report annually 

C. Know your exact credit score 

D. Fix inaccurate information on your credit report 

QUESTION 10 



All of the following make up the big three credit reporting agencies EXCEPT: 

A. Equifax 

B. TransUnion 

C. Experian 

D. Federal Reserve 


