
 

10/09 xiii 

Contents 

Acknowledgments .........................................................................................................................  iii 
About the Authors ........................................................................................................................... v 
How to Use This Manual..............................................................................................................  vii 
Summary Table of Contents........................................................................................................... xi 

Part I — Introduction 

Chapter 1 
Getting Started 

Determining the Credit Scoring Issues You Need to Address ................................................ 1 — 1 
How to Proceed ....................................................................................................................... 1 — 2 
How Credit Scoring Can Benefit Your Bank .......................................................................... 1 — 4 

Simplifying the Application Process for Complex Loan Requests .................................... 1 — 5 
More Detailed Management of Loan Portfolio Risk.......................................................... 1 — 5 
Enhance Target Marketing Efforts ..................................................................................... 1 — 5 
Insurance Sales Risk Analysis............................................................................................ 1 — 6 
Improve Profitability Through Risk-Based Pricing ........................................................... 1 — 6 
Efficiency of Automated Underwriting and Credit Scoring Analysis................................ 1 — 6 
Increasing Efficiency in the Collection Process................................................................. 1 — 7 
Controlling Risk Selection ................................................................................................. 1 — 7 
Managing Credit Losses..................................................................................................... 1 — 7 
Evaluating and/or Monitoring New Loan Programs .......................................................... 1 — 8 
Positive Impact on Small Business Lending ...................................................................... 1 — 8 
Improve Loan Approval Processing Time ......................................................................... 1 — 8 
Implementing Specific Underwriting Standards and Ensuring Credit Criteria  
Are Sound and Consistently Applied ................................................................................. 1 — 9 
Standard Underwriting Approach Offers Consistent Benchmark for Loan  
Review Process .................................................................................................................. 1 — 9 
Enhancing Compliance Management Controls Regarding Compliance with  
Regulation B and Other Regulations.................................................................................. 1 — 9 
Improving Profitability..................................................................................................... 1 — 10 
Credit Scoring Models and Regulatory Examination Considerations............................  1 — 10a 

Senior Management and Considerations in Modeling .......................................................... 1 — 11 



Credit Scoring Management and Compliance Guide 

 xiv 

Introduction ...................................................................................................................... 1 — 11 
Performance Evaluation ................................................................................................... 1 — 13 

Model Performance Measures .................................................................................... 1 — 14 
Reviewing the Gini Coefficient .................................................................................. 1 — 18 

Other Issues to Consider .................................................................................................. 1 — 22 
Evaluating Discriminatory Power and Forecasting Performance .................................... 1 — 23 

Modeling Objectives ................................................................................................... 1 — 23 
Traditional Credit Risk Model Design........................................................................ 1 — 24 
Discriminatory Power: Choosing a Score Threshold: Types of Errors....................... 1 — 25 
Forecast Performance.................................................................................................. 1 — 26 

Evaluating Forecast Performance Globally...................................................................... 1 — 31 
The Chi-Square Test ................................................................................................... 1 — 31 

Model Design and Quantification .................................................................................... 1 — 35 
Sample Data: XYZ BanCorp., NA.............................................................................. 1 — 36 

Modeling Techniques....................................................................................................... 1 — 38 
Model Validation ........................................................................................................ 1 — 42 
Comprehensive Validation Processes ......................................................................... 1 — 46 

Regulatory Issuances of Interest............................................................................................ 1 — 66 
Exhibit 1.1: Deciding Whether to Use Credit Scoring................................................ 1 — 67 
Exhibit 1.2: Sample Proposal...................................................................................... 1 — 69 

Chapter 2 
Credit Scoring Systems and How They Work 

History of Credit Scoring Processes........................................................................................ 2 — 1 
Overview of Credit Scoring Systems ...................................................................................... 2 — 1 

Insight................................................................................................................................. 2 — 2 
The Basic Credit Scoring System Process............................................................................... 2 — 3 
Stacking Up the Data for a Scoring System ............................................................................ 2 — 9 
An Insight on Good vs. Bad Accounts .................................................................................... 2 — 9 
The Importance of Odds: Total Odds, Information Odds, and Population Odds .................. 2 — 13 
Credit Scoring System Development .................................................................................... 2 — 14 
Scorecards ............................................................................................................................. 2 — 17 

What About Cutoff Scores? ............................................................................................. 2 — 18 
And if We Change the Cutoff Score, Use a Band Score, and Still Want  
to Override?...................................................................................................................... 2 — 19 
Validation and Redevelopment ........................................................................................ 2 — 20 

Types of Credit Scoring Systems .......................................................................................... 2 — 22 
Application Scoring ......................................................................................................... 2 — 23 
Credit Scoring in Modern Society.................................................................................... 2 — 23 

Three Misconceptions ................................................................................................. 2 — 27 
Customer Relationship Management (CRM).............................................................. 2 — 28 



Contents 

 xv 

Telecommunications Review...................................................................................... 2 — 30 
Management of Terms and Conditions ....................................................................... 2 — 30 
Dynamic Scoring ........................................................................................................ 2 — 30 
Consumers Without Any Credit Files ......................................................................... 2 — 31 

Credit Bureau Risk Scoring.............................................................................................. 2 — 34 
Credit Bureau Bankruptcy Scoring .................................................................................. 2 — 39 
Credit Bureau Revenue Scoring....................................................................................... 2 — 39 
Behavioral or Performance Scoring ................................................................................. 2 — 39 

Adaptive Control......................................................................................................... 2 — 40 
Specialized Use of Credit Scoring Systems .......................................................................... 2 — 41 

Real Estate Mortgages Credit Scoring ............................................................................. 2 — 41 
Why Use Credit Scores? ............................................................................................. 2 — 42 
Credit Scoring in the Secondary Mortgage Market .................................................... 2 — 43 
Variations.................................................................................................................... 2 — 44 
Cut-Off Scores ............................................................................................................ 2 — 45 

Subprime Auto Lending................................................................................................... 2 — 45 
Credit Scoring Tools Used in Collections........................................................................ 2 — 47 
Insurance Credit Scoring.................................................................................................. 2 — 47 
Credit Scoring for Targeted Marketing............................................................................ 2 — 48 
Credit Scoring for Small Business Borrowers ................................................................. 2 — 49 
Fraud Detection................................................................................................................ 2 — 49 
Small Business Credit Scoring......................................................................................... 2 — 49 

Why Use Small Business Credit Scores?.................................................................... 2 — 50 
The Small Business/Small Business Owner Relationship .......................................... 2 — 52 
Why Use Them Now?................................................................................................. 2 — 54 
Increase in Competition .............................................................................................. 2 — 54 
Better Information....................................................................................................... 2 — 54 
Small Business Scoring Becomes Practical ................................................................ 2 — 55 
Uses of a Small Business Credit Scoring System ....................................................... 2 — 55 

Developing a Small Business Credit Scoring System...................................................... 2 — 56 
Regulatory Issues ........................................................................................................ 2 — 59 

Where to Start .................................................................................................................. 2 — 59 
Management Reports............................................................................................................. 2 — 61 

Scoring Accuracy Recheck .............................................................................................. 2 — 61 
Be Alert to Fair Lending Issues, Particularly in Different Uses of Scorecards ..................... 2 — 64 

Risk-Based Pricing........................................................................................................... 2 — 65 
Loan Servicing Activities................................................................................................. 2 — 67 
Override Problems ........................................................................................................... 2 — 67 

Credit Reporting Accuracy — The Importance of Good Data for Credit Scoring................ 2 — 68 
Study Based on Data Limitations..................................................................................... 2 — 69 
Consumer Credit Reports ................................................................................................. 2 — 70 
Using Credit Records to Evaluate Creditworthiness........................................................ 2 — 71 

Payment History.......................................................................................................... 2 — 72 
Consumer Indebtedness .............................................................................................. 2 — 72 
Length of Credit History ............................................................................................. 2 — 73 



Credit Scoring Management and Compliance Guide 

 xvi 

Acquisition of New Credit .......................................................................................... 2 — 73 
Calculating a Credit History Score................................................................................... 2 — 73 
Role of the Fair Credit Reporting Act .............................................................................. 2 — 73 
Accuracy, Completeness, Timeliness, and Consistency of Credit Record  
Information....................................................................................................................... 2 — 74 
The Federal Reserve Sample of Credit Records .............................................................. 2 — 77 
Credit History Scores in the Sample ................................................................................ 2 — 79 
Assessing the Effects of Data Limitations ....................................................................... 2 — 80 
Data Quality Issues .......................................................................................................... 2 — 81 
Ambiguous Status of Stale Accounts ............................................................................... 2 — 81 
Failure to Report Credit Account Information ................................................................. 2 — 82 
Unreported Credit Limits ................................................................................................. 2 — 83 
Problems with Collection Agency Accounts, Public Records, and Creditor  
Inquiries............................................................................................................................ 2 — 84 

Collection Agency Accounts ...................................................................................... 2 — 84 
Public Records ............................................................................................................ 2 — 85 
Creditor Inquiries ........................................................................................................ 2 — 86 

Design of the Simulations ................................................................................................ 2 — 86 
Selecting Factors in the Approximated Model............................................................ 2 — 86 
Estimating the Approximated Model .......................................................................... 2 — 87 
Conducting the Simulations ........................................................................................ 2 — 88 
Stale Accounts Last Reported as Paid as Agreed or as Minor Delinquencies ............ 2 — 89 
Stale Accounts with Major Derogatories .................................................................... 2 — 89 
Failure of Some Subprime Creditors to Report Accounts .......................................... 2 — 90 
Failure of the Largest Student Loan Creditor to Report Any Accounts...................... 2 — 90 
Failure of Some Creditors to Report Minor Delinquencies ........................................ 2 — 91 
Failure of Some Creditors to Report Credit Limits on Revolving Accounts .............. 2 — 91 
Duplications in Collection Agency Accounts ............................................................. 2 — 92 
Inconsistent Reporting of Small Collection Agency Accounts................................... 2 — 92 
Medical Collection Items ............................................................................................ 2 — 93 
Potentially Mis-Assigned Collection Agency Accounts............................................. 2 — 93 
Duplications in Public Records................................................................................... 2 — 93 
Inconsistent Reporting of Lawsuits and Dismissed Items in Public Records ............. 2 — 94 
Failure to Consolidate Multiple Inquiries for the Same Loan..................................... 2 — 94 
Analyzing the Populations of Interest ......................................................................... 2 — 95 

Results .............................................................................................................................. 2 — 96 
Effects of Stale Accounts............................................................................................ 2 — 97 
Effects of Unreported Credit Account Information .................................................... 2 — 98 
Effects of Unreported Credit Limits ........................................................................... 2 — 98 
Effects of Problems with Collection Agency Accounts, Public Records, and  
Creditor Inquiries ........................................................................................................ 2 — 99 
Collection Agency Accounts ...................................................................................... 2 — 99 
Public Records .......................................................................................................... 2 — 100 
Creditor Inquiries ...................................................................................................... 2 — 100 
Differences Across Subpopulations .......................................................................... 2 — 100 



Contents 

 xvii 

Summary and Conclusions............................................................................................. 2 — 101 
Exhibit 2.1: Application Characteristics Scoring System ......................................... 2 — 105 
Exhibit 2.2: Credit Bureau Scoring Characteristics .................................................. 2 — 106 

Part II — Establishing a Credit Scoring System 

Chapter 3 
Establishing a Credit Scoring System 

Before Starting ........................................................................................................................ 3 — 1 
Designing an Implementation Action Plan.............................................................................. 3 — 2 
Drafting the Policy Statement ................................................................................................. 3 — 3 

Risk Management............................................................................................................... 3 — 4 
Designing Procedures.............................................................................................................. 3 — 5 
Credit Scoring System Management Manual.......................................................................... 3 — 6 
Reacting to Changes in Credit Scoring Performance .............................................................. 3 — 6 
Making Sure Credit Scoring Processes Are in Compliance .................................................... 3 — 9 

Be Alert to Fair Lending Issues.......................................................................................... 3 — 9 
Risk-Based Pricing........................................................................................................... 3 — 12 
Loan Servicing Activities................................................................................................. 3 — 13 

Risk Score Factor Reason Codes........................................................................................... 3 — 13 
Credit Scoring System XYZ Management Team Manual..................................................... 3 — 17 
Form A: Credit Scoring Systems Manager Position Description.......................................... 3 — 93 
Form B: XYZ Bank Regulatory Agency Examination/Compliance Review Current  
Status Report ......................................................................................................................... 3 — 97 
Form C: Regulatory Compliance Training Schedule ............................................................ 3 — 98 
Form D: Regulatory Compliance Monitoring Activities..................................................... 3 — 101 
Form E: Credit Scoring System Committee Agenda........................................................... 3 — 106 
Form F: Monthly Regulatory Compliance Report XYZ Bank Board of Directors  
Reporting Agenda For Period of ......................................................................................... 3 — 107 
Form G: Follow-Up Format XYZ Bank.............................................................................. 3 — 108 
Form H: Circulation Sheet XYZ Bank................................................................................ 3 — 109 
Form I: XYZ Bank — Credit Scoring Program Change ..................................................... 3 — 110 
Form J: Product Summary Sheet......................................................................................... 3 — 111 
Form K: Scorecard Summary Sheet .................................................................................... 3 — 113 
Form L: Credit Bureau Scoring Summary Sheet................................................................. 3 — 115 



Credit Scoring Management and Compliance Guide 

 xviii 

Part III — Managing a Credit Scoring System 

Chapter 4 
Managing a Credit Scoring System 

Understanding the Organization’s Credit Scoring Models...................................................... 4 — 1 
Validating/Revalidating Credit Scoring Model Performance ................................................. 4 — 2 

Importance of Sound Validation Policy ............................................................................. 4 — 2 
Input Errors ................................................................................................................... 4 — 3 
Assumptions.................................................................................................................. 4 — 3 
Processing Elements ..................................................................................................... 4 — 3 
Output Results............................................................................................................... 4 — 4 
Context.......................................................................................................................... 4 — 4 
Specific Policy Elements .............................................................................................. 4 — 4 

Managing Credit Scoring Systems .......................................................................................... 4 — 5 
Managing Credit Risk — Required Follow-Up ............................................................... 4 — 11 

Management Oversight Through MIS................................................................................... 4 — 12 
Population Stability Report .............................................................................................. 4 — 12 
Characteristic Analysis Report......................................................................................... 4 — 13 
Vintage Analysis Report .................................................................................................. 4 — 13 
Final Score Report............................................................................................................ 4 — 13 
Delinquency Distributions Report.................................................................................... 4 — 14 
Portfolio Chronology Log ................................................................................................ 4 — 14 
Lender’s Override Report................................................................................................. 4 — 14 
Validation Reports ........................................................................................................... 4 — 15 
Forms for Reports ............................................................................................................ 4 — 15 

Reviewing Specific Types of Management Report Shells .................................................... 4 — 15 
Exhibit 4.1: Start-Up and Initial Cycles...................................................................... 4 — 16 
Exhibit 4.2: Final Score Report................................................................................... 4 — 17 
Exhibit 4.3: Low-Side Override Report ...................................................................... 4 — 18 
Exhibit 4.4: High-Side Override Report ..................................................................... 4 — 19 
Exhibit 4.5: New Volume Score Distribution ............................................................. 4 — 20 
Exhibit 4.6: Actual vs. Expected Score Distributions................................................. 4 — 21 
Exhibit 4.7: Dual Scoring System............................................................................... 4 — 22 
Exhibit 4.8: Portfolio Monitor and Performance Tracking......................................... 4 — 23 
Exhibit 4.9: Current Delinquency Distribution Report ............................................... 4 — 24 
Exhibit 4.10: Maximum Delinquency Distribution Report......................................... 4 — 25 
Exhibit 4.11: Dual Score Delinquency Distribution ................................................... 4 — 26 
Exhibit 4.12: Vintage Analysis Table I....................................................................... 4 — 27 
Exhibit 4.13: Vintage Analysis Table II ..................................................................... 4 — 28 
Exhibit 4.14: Override Reasons and Policy Exception vs. Performance Tracking..... 4 — 29 
Exhibit 4.15: Override Reasons and Policy Exception Tracking by Officer .............. 4 — 30 



Contents 

 xix 

Exhibit 4.16: Portfolio Chronology Log ..................................................................... 4 — 31 
Exhibit 4.17: Scoring Accuracy Report — KS Test ................................................... 4 — 32 
Exhibit 4.18: Scorecard............................................................................................... 4 — 33 
Exhibit 4.19: Example of Population Stability Report................................................ 4 — 34 
Exhibit 4.20: Characteristic Analysis.......................................................................... 4 — 35 

Part IV — Internal Audit Procedures 

Chapter 5 
Internal Audit Procedures 

Audit Objectives...................................................................................................................... 5 — 1 
Scope ....................................................................................................................................... 5 — 1 
Credit Scoring Performance Analysis — Regulatory Perspective .......................................... 5 — 2 

Background ........................................................................................................................ 5 — 2 
Structure and Organization of the Scoring System ............................................................ 5 — 3 
Adverse Action Disclosure Notices ................................................................................... 5 — 5 
Disparate Treatment in the Application of Credit Scoring Programs ................................ 5 — 5 
Overt Evidence of Disparate Treatment............................................................................. 5 — 5 
Comparative Evidence of Disparate Treatment ................................................................. 5 — 6 
Post-Scoring (Override) Analysis ...................................................................................... 5 — 7 
Pre-Scoring Comparative Analysis .................................................................................... 5 — 8 
Credit Scoring Systems that Include Age .......................................................................... 5 — 9 
Audit Review for Empirical Derivation and Statistical Soundness (EDDSS) ................. 5 — 10 
Disparate Impact .............................................................................................................. 5 — 10 

Internal Audit Procedures...................................................................................................... 5 — 11 
A. Policy and Supervision Review................................................................................... 5 — 11 
B. Authority and Responsibility....................................................................................... 5 — 13 
C. Scoring Model Development....................................................................................... 5 — 13 
D. Validation/Revalidation............................................................................................... 5 — 15 
E. Monitoring ................................................................................................................... 5 — 16 
F. Documentation Changes .............................................................................................. 5 — 17 
G. Exceptions and Overrides............................................................................................ 5 — 17 

Exhibit 5.1: Credit Scoring Policy Report Checklist .................................................. 5 — 19 
Exhibit 5.2: Credit Scoring Policy Internal Audit Checklist....................................... 5 — 20 
Exhibit 5.3: Findings Report Format (Internal Audit Review) ................................... 5 — 27 



Credit Scoring Management and Compliance Guide 

 xx 

Part V — Training 

Chapter 6 
Training 

Training for Credit Scoring — Who Needs to Know?............................................................ 6 — 1 
Identity Theft Training....................................................................................................... 6 — 1 

Security Freeze Laws.................................................................................................... 6 — 5 
Identity Theft Reg Flags ............................................................................................... 6 — 8 
USA PATRIOT Act, Section 326 ................................................................................. 6 — 9 
Program Exceptions .................................................................................................... 6 — 10 
Major Policy Elements for Identity Theft ................................................................... 6 — 10 

Looking At Different Types of Training ............................................................................... 6 — 11 
Using a Training Outline ....................................................................................................... 6 — 12 
Sample Training Materials .................................................................................................... 6 — 12 

Exhibit 6.1: Sample Training Matrix .......................................................................... 6 — 14 
Exhibit 6.2: Training Outline ...................................................................................... 6 — 17 
Exhibit 6.3: Pre-Course Reading ................................................................................ 6 — 34 
Exhibit 6.4: Credit Scoring Training Slides................................................................ 6 — 57 
Exhibit 6.5: Credit Scoring Training Workshop......................................................... 6 — 64 
Exhibit 6.6: The Use of Credit Information and Credit Scoring as an  
Underwriting Tool ...................................................................................................... 6 — 74 
Exhibit 6.7: Marketing Information Sheets................................................................. 6 — 84 
Exhibit 6.8: Scoring Product Overview Sheets........................................................... 6 — 87 
Exhibit 6.9: New Product Offerings ........................................................................... 6 — 89 
Exhibit 6.10: Loan Officer Briefing Sheet.................................................................. 6 — 91 
Exhibit 6.11: ECOA Training ..................................................................................... 6 — 92 
Exhibit 6.12: FCRA Training.................................................................................... 6 — 105 

Part VI — Examination Guidance 

Chapter 7 
Examination Guidance 

Reviewing Scorecard Development from a Regulatory Perspective....................................... 7 — 1 
Examining Model Validation .................................................................................................. 7 — 3 



Contents 

 xxi 

Credit Scoring and Fair Lending Examination Focus ...........................................................  7 — 4a 
Credit Scoring ..................................................................................................................  7 — 4a 
Automated Loan Underwriting ........................................................................................ 7 — 4b 

Examiner Review of Overrides ............................................................................................... 7 — 5 
Fair Lending Examination Issues ............................................................................................ 7 — 6 

Age-Split System ......................................................................................................  7 — 12c 
Exhibit 7.1: Calculating Good to Bad Accounts Ratio ............................................. 7 — 12n 
Exhibit 7.2: Potential Internal Review Procedures for Credit Scoring Models .......... 7 — 16 
Exhibit 7.3: Insights to Fair Lending Examination Procedures for Credit  
Scoring Models ........................................................................................................... 7 — 32 
Exhibit 7.4: What Examiners May Review as Part of a Fair Lending  
Examination ................................................................................................................ 7 — 43 
Exhibit 7.5: Banker’s Guide to Risk-Based Fair Lending Examinations ................... 7 — 44 

Chapter 7.5 
Compliance Issues 

Equal Credit Opportunity Act – Regulation B ..................................................................... 7.5 — 1 
Requirements for Credit Scoring Systems ...................................................................... 7.5 — 1 
Adverse Action Notices .................................................................................................. 7.5 — 3 
Contents of Adverse Action Notice ................................................................................ 7.5 — 4 

Statement of Specific Reasons................................................................................... 7.5 — 5 
Statements Based on Credit Scoring System ............................................................. 7.5 — 6 
Statements Based on Judgmental System .................................................................. 7.5 — 6 
Statements Based on Combined Credit Scoring and Judgmental System ................. 7.5 — 7 
Statements Based on Automatic Denials ................................................................... 7.5 — 9 

Combined ECOA–FCRA Disclosures ............................................................................ 7.5 — 9 
Counteroffers................................................................................................................. 7.5 — 10 
Withdrawn Applications ............................................................................................... 7.5 — 11 
Incomplete Applications ............................................................................................... 7.5 — 12 

Disclosure of Credit Score in Real Estate Secured Loans.................................................. 7.5 — 13 
Specific Information Related to the Consumer’s Credit Score ..................................... 7.5 — 14 
General Disclosure Regarding Credit Scores and Related Information........................ 7.5 — 15 



Credit Scoring Management and Compliance Guide 

 xxii 

Part VII — Current Issues and New Products 

Chapter 8 
Current Issues and Perspectives 

Current “Hot Topics” of Interest ............................................................................................. 8 — 1 
Stricter Standards – Monoline Credit Card Banks ............................................................. 8 — 1 
Marketing Focus................................................................................................................. 8 — 3 
Small Business Focus......................................................................................................... 8 — 4 

New Products for Small Business Scoring.................................................................... 8 — 4 
Enterprise Decision Management ...................................................................................... 8 — 5 

Small Business Scoring Services .................................................................................. 8 — 6 
CRA Data Collection for Small Business Lending....................................................... 8 — 7 

Product Development Focus .............................................................................................. 8 — 8 
Score Migration ............................................................................................................ 8 — 8 

Continued Regulators’ Scrutiny of Fair Lending Issues Related to  
Credit Scoring Models ....................................................................................................... 8 — 9 
Subprime Lending and Using Credit Scoring .................................................................. 8 — 12 
Consumers Gain from Focused Educational Steps .......................................................... 8 — 13 
Background on CRAs ...................................................................................................... 8 — 17 
FACT Act Provisions....................................................................................................... 8 — 20 

ScoreRight................................................................................................................... 8 — 24 
CreditSmart ................................................................................................................. 8 — 25 

GAO Results on Consumers’ Credit Scores Awareness .................................................. 8 — 25 
Poor Credit History and Filing Insurance Claims, A Texas Study ............................. 8 — 27 

GAO Results on Consumers’ Awareness of Calculations for Scoring ............................ 8 — 29 
GAO Results on Consumer’s Knowledge of Dispute Process......................................... 8 — 29 

Phishing....................................................................................................................... 8 — 36 
FDIC Forum on Mortgage Lending for Low- and Moderate-Income.............................. 8 — 37 

Revising the Fair Credit Reporting Act................................................................................. 8 — 41 
Background ...................................................................................................................... 8 — 41 
Overview of the Fair Credit Reporting Act...................................................................... 8 — 42 
The Importance of the National Credit Reporting System............................................... 8 — 44 
The Importance of FCRA to Credit Scoring .................................................................... 8 — 45 
Risk-Based Credit Pricing................................................................................................ 8 — 45 
FCRA and the National Credit Reporting System ........................................................... 8 — 46 

Federal Preemption Under the FCRA of Certain State Laws ..................................... 8 — 46 
Accuracy of Consumer Reports .................................................................................. 8 — 47 
Adverse Action Notices and Risk-Based Credit Pricing............................................. 8 — 47 
Consumer Education and Financial Literacy .............................................................. 8 — 49 

Conclusion........................................................................................................................ 8 — 50 
Exhibit 8.1 Sample Customer Handout: An Individual’s Credit Report .................... 8 — 52 



Contents 

 xxiii 

Chapter 9 
New Product Overview 

Product Overviews .................................................................................................................. 9 — 2 
Credit Bureau Risk Scores ................................................................................................. 9 — 2 
Credit Scores for Securitization ......................................................................................... 9 — 4 
Bankruptcy Predictors ........................................................................................................ 9 — 5 
Economic Predictors ........................................................................................................ 9 — 10 
Fraud Identification Programs.......................................................................................... 9 — 12 
Scoring Models for Commercial Customers .................................................................... 9 — 14 
Risk-Based Pricing Models.............................................................................................. 9 — 16 
Account Maintenance Scoring Models ............................................................................ 9 — 18 
Profit Predictors ............................................................................................................... 9 — 22 
Leasing Models ................................................................................................................ 9 — 24 
Small Business Management Products ............................................................................ 9 — 26 
Data Mining Tools ........................................................................................................... 9 — 28 
Models Specific to the Auto Loan Industry ..................................................................... 9 — 30 

Chapter 10 
Handouts and Other Resources 

Handouts................................................................................................................................ 10 — 1 
An Individual’s Credit Report.......................................................................................... 10 — 1 
Understanding How Insurers Use Credit Information ..................................................... 10 — 1 

Exhibit 10.1: An Individual’s Credit Report............................................................... 10 — 2 
Exhibit 10.2: Understanding How Insurers Use Credit Information ........................ 10 — 22 

Part VIII — Glossary 

Part IX — Appendixes 
(Available Only on CD) 

 



Credit Scoring Management and Compliance Guide 

 xxiv 

 


