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EQUITY: Asset Building Strategies for People with Disabilities. A Guide to Financial
Empowerment

Foreword by Bob Friedman
I will never forget meeting Ed Roberts, founder of the World Institute on Disability (WID) and
the first Center for Independent Living (CIL), among many other firsts. Then again, I suspect
few people who met Ed ever forgot the experience. He was a force of nature, and like FDR, all
you really noted was his enormous vitality and determination to change the world to the way it
ought to be; he might have been in a wheelchair or an iron lung, but his spirit and vision filled
the room and flowed beyond.
I remember also when he returned from visiting the USSR, which had more than 20,000 people
with disabilities running their own businesses, and made me promise to work with him to ensure
that Americans with disabilities had the same option. I agreed with alacrity, figuring that Ed
with his incredible energy would make it happen.
I remember too, five years later, turning on NPR and learning that he had died. I remembered
the promise I made, and have to thank the authors of this book - and particularly, Thomas Foley,
Anita Aarons and Neil Jacobson for helping me keep my promise to Ed, and to people with
abilities everywhere.
There are really two meanings to that funny word, “assets,” and the attached strategy of assetbuilding. John McKnight and his colleagues in the Asset Building Community Development
field following philosopher Ivan Illich and Paolo Freiri, emphasize treating economically
excluded people as assets, possessing strengths, skills, energy, and dreams to be built upon.
Then there is the definition Michael Sherraden and our colleagues in the US asset-building field
use, that revolve around the ownership and growth of savings, businesses, education, homes and
other financial assets. In fact, the two definitions are joined at the hip: development is something
people do, not something done to them; and the way to mark their progress is to follow the
increase in business, physical, social, psychological and financial assets on their journey - the
product of their own efforts and the supportiveness of the institutions and structures in the larger
world. There are not many paths to greater economic well-being - education, entrepreneurship,
home ownership, saving and investing are the usual suspects - but I think we would now add
assistive technology and citizenship.
EQUITY: Asset Building for People with Disabilities is a long time coming, the product of at
least two or three decades of work by scores of people. This is an essential, clear and practical
guide for people with disabilities who want to move forward economically and bring the system
along with them. It reflects the larger theory and academic work, financial planning and
budgeting, the practice of debt and credit repair, work on asset limits, retirement savings, home
ownership and entrepreneurship and so much more.
I love the double meaning of the word “equity”: fairness and ownership. We must work to
include people with disabilities in the mainstream economy, not just because it is fundamentally
wasteful and inhumane to exclude people from the economy, but because it is stupid: it shrinks
the economy rather than expanding and growing it. This book is an important step toward
building the Opportunity Economy - an economy where everyone can play.
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Preface: Getting Started
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For people with disabilities, money is a tricky subject. We tend to have lower incomes than the
general population, we’re more concerned with short-term survival than long-term investment,
and those of us on benefits have to deal with ridiculous income and savings limits. All of this can
be overwhelming, but it’s not the problem we make it out to be. See, it’s actually plenty possible
to be financially successful if you have a disability. All you have to do is lock down the basics of
smart budgeting and investment, then learn how to navigate the various programs to help with
things like homeownership and keeping benefits.
This book was written to show you all of those skills, and more! And, after reading it, you’ll be
able to build a plan that lets you manage a job, pay the bills, invest for retirement, own a home,
and build a solid financial future. When you lock those things down, your life becomes more
stable and secure, and so does your peace of mind.
OK, so I’m sensing that you might be skeptical. But here’s the first thing you should know going
into this book: We get it. We know what it's like to have a disability, because the EQUITY team
has experienced it firsthand. We know what it’s like to try and live on SSI or SSDI. We know
about and have lived and navigated the myriad labyrinth of work incentive rules. We know about
asking a seemingly simple benefits question and receiving three different answers from so-called
experts. We get that disabilities are expensive in significant countable and uncountable ways. We
get the frustration of trying to improve our lives, seemingly two steps forward and often one step
back. We get the institutional disincentives, continuing social bigotry and fear of trying to do
anything too different.
Every person, every single person who’s touched this book, who helped edit, write, create,
illustrate, spell check, and designed or commented on it, has a disability and gets it. But we’ve
learned how to use financial tools and smart planning to build a successful life. We even wrote a
book about it… That counts for something, right?
So hear this now: It doesn’t matter if you have a disability. You — the person reading this right
now — have the power, opportunity, and ability to significantly improve your personal financial
future. If you want to build a personal budget, you can. If you want to pay off credit card debt,
you can do that! Buy a home? You can do that! Fund a retirement account, save for your kid’s
college education? Anything you want to do, you can; and this book is here to help you.
Remember, personal finance isn’t bad; it’s not about greed or materialism. In fact, it kind of
preaches the opposite. Personal finance is about responsibility, planning, and determination. It’s
about security for you and your family’s future, control, and the freedom to make your own
choices. You can tell yourself money isn’t important, but let’s face it: We all use it at some point.
You might as well make it work for you, rather than just the other way around. So, here are a few
things to consider. Society has managed to convince many of us that if we just buy that next
thing — the fashionable clothing, new sports car, stylish bag, exciting vacation, or particular
beverage — we will be happier and more content. But here’s a little secret: Buying stuff does not
make us happier.
What makes people happier and more content are options and the freedom to make decisions
based on interest, rather than just economic necessity. So rather than that new car, designer
3

jacket, or latest smart phone, what if we’d concentrate on improving our financial lives? Because
you know who’s happy? It’s folks with enough in savings, who live beneath their means, and
who have a financial plan.
Here’s another little secret: Small steps count, so just starting makes a huge difference! It also
sets up a base and some momentum, so you can really get rolling. Because, let’s face it, it is
always easier to add a dollar to an existing savings account than it is to open one up. By getting
started, and slowly adding to your savings, you will also be forming a habit — a habit of saving
and investing that can grow over time.
Maybe you can start by only saving $10 per month, and that's actually a great start! Hey, it’s
better than some of my friends, who have read numerous books on saving and investing, but
never seem to get started. Just that $10 per month is the beginning, and then you never again
have to take that first step. So now you have a base, and it can only grow from there!
So, let’s do this! Here are the basics for navigating and managing your personal finances and for
taking steps to lock yours down and build a healthy financial future.
“Annual income twenty pounds, annual expenditure nineteen [pounds] nineteen [shillings] and
six [pence], result happiness. Annual income twenty pounds, annual expenditure twenty pounds
ought and six, result misery” — Charles Dickens, David Copperfield
1. You can work and save, even if you’re on benefits! A lot of people with disabilities are scared
to get a job because they think they might lose their benefits; and they won’t save money away
because of silly asset limits. But there are plenty of programs that will let you work and build up
savings and still keep things like Medicaid. So don’t avoid working and saving. Instead, learn the
rules and go build a financial future! (
2. Budgeting is the key! There is one simple rule to building a financially successful life, and that
is to simply spend less than you make! Aim to go above break-even, and above all, avoid debt at
all cost! So, let’s give your money some direction and check out our chapter on budgeting and
budgeting alternatives. Don’t worry, it’s not nearly as boring as it sounds!
3. Pay down that debt! If you’re like the rest of us, you might not have gotten the memo on rule
number one at first. Maybe you racked up some credit card or student debt that’s now holding
you back? It might take some focus, but paying down debt is totally possible, and there are
several super cool ways to do it in far less time than you think.
4. Credit and your credit score are important! Now, we hear you, worrying about your credit
score sounds like slightly more fun than watching grass grow (and sometimes more stressful).
But it really is important and much easier to address than you may think and, most importantly,
can save you a ton of money through future loans and other opportunities!
5. Keep your financial life safe! Identity theft can happen to anyone, and people with disabilities
can be particularly vulnerable. When it happens, people can steal money online or really harm
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your ability to get credit, housing, and more. We’ve included some easy strategies and tools to
keep you and your financial reputation safe!
6. Homeownership is for people with disabilities! Did you know that even if you’re on benefits,
you can own a house? And homeownership can actually be one of your best long-term financial
investments, building up a valuable asset that also improves your quality-of-life!
7. Self employment and part-time gigs can lead to real money! When you’re balancing a budget,
cutting expenses is always a good idea. But let’s face it, sometimes you'll need to bring in some
more cash to pay the bills. Earning more money from part-time gigs or a side hustle to your nineto-five is potentially unlimited, and there are plenty of ways to make it happen!
8. Build savings and plan for retirement! Once you master spending less than you make, it is up
to you to save the difference for the future and invest it wisely so that it can keep growing in
value. Our savings and retirement chapter can help you save and even navigate things like silly
asset limits!
These are eight super important points, and each has its own chapter in this book. What’s also
extra-super important is that they all tie together. So you first need to balance your budget before
you can save money away for retirement, and you need to build up a good credit score before
you can take out an affordable mortgage. For those of you on benefits, navigating the ways to
earn and save will be step one in the move to financial success. So as you flip through the
chapters, think about how they all fit together, and how you can use them to build a strong
financial future for yourself.
So here goes, it’s time to learn about EQUITY!
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Chapter 1: Benefits
Keep Your Benefits While Working!
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No conversation about personal finance for people with disabilities would be complete without
discussing the issue of benefits. Plenty of people think that being on benefits will keep them
from working, saving money, keeping good credit… you name it. But despite what those people
say, benefits are not the problem! There are plenty of ways to do all those things and still keep
the benefits you need — and with a little information, a plan, and a strategy, anyone can build a
financial future. And always remember: People with disabilities have the same rights to build
their financial futures as everyone else, so go get ‘em!
Admittedly, the crazy rules of many benefits programs seem designed to discourage people with
disabilities from building a solid financial future. Most state and federal benefits programs set
both asset and income limits for people to qualify. This situation is even more complicated when
different programs have different rules — and when you try to figure things out, no one seems to
have concrete answers!
But check this out; this chapter provides some little-known benefits strategies that allow people
to work and save for the future. Seriously, most folks with disabilities have not heard of these
things and they can make a huge difference in people’s lives. So, on the theme of great and
fabulous news, here they are!
Stop Worrying About Asset Limits! ABLE Act to the Rescue!
Now, if you’re on benefits (SSI or Medicaid), there’s that profoundly stupid $2,000 asset limit
for single people and $3,000 for married couples — and if you have more in the bank, you lose
your benefits. Perhaps no other benefits rule in history has made it more difficult to actually save
for one’s future. But, many of us don’t have to worry about this issue much longer. In December
of 2014, Congress passed and President Obama signed a little piece of legislation called the
Achieving a Better Life Experience (ABLE) Act.
Under this new law, a person with a disability and that person’s family may put money into a
special tax-advantaged account. The first $100,000 in an ABLE account will not count against
the $2,000 Supplemental Security Income (SSI) resource limit, nor will it count against resource
limits in other programs, such as Medicaid. Actually, some states have set the savings limits for
retaining Medicaid at over $300,000! This new work incentive is a big deal: It means that if you
get a job, you can start saving money without losing your benefits. Saving for the future,
anyone?!
As with other types of tax-advantaged accounts, like retirement accounts and 529 educational
expense accounts, ABLE accounts have restrictions:
- They are only for people whose disabilities began before they turned 26 (no matter how old
they are now).
- They can only be opened through specific programs or institutions.
- A person with a disability and that person’s family may not contribute more than a combined
total of $14,000 in 2015 (that number will go up a bit each year, adjusting for inflation).
- Money in an ABLE account can only be used for specific things, such as:
-- Education
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-- Housing
-- Transportation
-- Help getting and keeping work
-- Health care
-- Assistive technology, and
-- Other approved expenses.
- A person can only have one ABLE account.
As of this book’s publication in October 2015, you can’t yet open an ABLE account, because the
Treasury Department still needs to write all of the related regulations, and banks need to figure
out how to work through them. But it’s looking like ABLE accounts should be available
sometime in 2016, so get in touch with your bank or financial institution and keep up-to-date on
when they’ll be ready for business!
Learn more about the ABLE Act here.
OK, so we don’t have to worry about asset limits when we use an ABLE account. So let’s take a
quick look at how you can earn money and still keep your benefits.
The SSI Equation
Supplemental Security Income (SSI) is a monthly cash benefit for low-income people who are
over 65, blind, or have a disability. There is a maximum monthly benefit of $733, not too much
money and rarely enough to live on. But here’s the thing: When most people think of SSI, they
ignore the low-income part and just think that it’s for folks who don’t work. You may have even
heard that if you are on SSI and you start working, you’ll lose your benefits. But in reality, these
are nothing but lies!
The truth is that you can work and still receive SSI! There’s a little equation for what it does to
your cash benefits, and here’s how that goes. First off, when you have earned income from
employment, you keep the first $85 without any impact on your check. For every dollar you earn
after that, SSI drops by $.50 cents.
So, if you get $733 in SSI benefits (the federal SSI rate in 2015) and are earning $585 from
work, the calculation looks like this:
- The first $85 you get to keep right off the top. That leaves only $500 as earned income that is
subject to the earned income calculation.
- SSI has something called countable income, which is 50% of the earned income. Then, SSI is
reduced by the countable income amount. So in this case, you will have $250 of countable
income ($500 ÷ 2 = $250), and your SSI benefits will be reduced by $250.
- Your original SSI amount of $733, minus that $250 of countable income, will change to a new
SSI amount of $483.
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- So, your total income is $585 + $483, which adds up to $1,068. Again, your total income is
now $1,068! See that? You are always — yes, always — better off working than not working.
Instant EQUITY survey!
__ I would rather have $733 per month
__ I would rather have $1,068 per month.
Oh yeah, and remember, working leads to more work experience, which leads to more hours,
higher salaries, and far more options! So, remember that bit we said in the intro about taking the
first step? Starting to work and earn money is that first step that can lead to more financial
success and stability in your future!
Here’s the seal of the Social Security Administration (SSA). If you see this, you know you’re
dealing with SSI or SSDI and their various work-related programs!

There are also lots of other long-standing programs and incentives that most people with
disabilities have never even heard of.
Student Earned Income Exclusion (SEIE)
Did you know, for example, if you’re under 22 and a student, you can earn over $7,000 in a year,
without it effecting your SSI or Medicaid at all? I didn’t know that either, well, until I was in my
40’s, so pass this one along to everyone you know who could actually use it!
The Student Earned Income Exclusion (SEIE) is designed specifically to help students under the
age of 22 to keep more of their SSI check while they gain critical work experience. Here’s what
you need to know about the SEIE:
- To qualify as a student for purposes of the exclusion, individuals must take one or more courses
of study and attend classes in a college or university for at least eight hours a week.
- A person who is homebound because of a disability may still qualify as a student when he or
she studies a course or courses given by a school (grades 7 to12), college, university, or
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government agency, and has a home visitor or tutor from school who directs the study or
training.
- In terms of work, an SSI recipient who meets these requirements can earn up to $1,780 per
month in wages (2015) before there is any reduction to their SSI check. There is a maximum
exclusion of $7,180 per year (2015). So think about paid summer internships, or maybe working
part-time during the entire school year, because you can gain valuable work experience and earn
$$$ that won’t affect your SSI!
For more about this program visit SSA’s overview here.
Medicaid 1619(b)
So, not a student? That’s OK; we have a different but really cool program for you as well. Social
Security has another program called 1619(b) that helps folks work and still receive Medicaid
eligibility! Basically, if you receive SSI, but start working and earn a salary that reduces your
SSI to zero, this program allows you to stay eligible for Medicaid benefits! So in California, for
example, when you start working, you can earn up to $37,805 (2015) and not worry about losing
Medicaid. Let’s face it, with California’s annual SSI amount at $10,672.80 in 2015, I’d rather be
working and make nearly $38k!
By the way, here is a link to all state thresholds to astound and amaze your friends! (What, I’m
the only one with friends that like this stuff)?
I know what you’re thinking now: “But what will I do if I make more than my state’s threshold
amount?” Well, I’m so glad you asked! The 1619(b) program has this cool feature called the
individual threshold, where SSA takes into account a person’s various disability-related expenses
to create a specific earnings threshold just for them. Basically, if losing Medicaid at your state’s
income threshold would compromise your independence or ability to work, SSA can create an
individual threshold for your circumstances. As part of this calculation, you can claim:
- Impairment-related work expenses; or
- Blind work expenses; or
- A Plan to Achieve Self-Support; or
- Personal attendant whose fees are publicly funded; or
- Medical expenses above the average state amount.
(For more details, check out DB101’s glossary section)
The spiffy Disability Benefits 101 (DB101) website provides information about benefits
programs to help people with disabilities work and save up money. Here’s the home screen head on over that way to find out more about programs in your state and opportunities for
financial success!
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So, what does all that mean? Well, we have seen folks who make over $100,000 dollars a year
qualify for this kind of SSI-linked Medicaid. Yes, other people with disabilities, just like you,
making $100k+!
Medicaid Buy-In for Working People with Disabilities
There are about 42 states that offer another program called the Medicaid Buy-In for Working
People with Disabilities. (Depending on the state, it may have a slightly different name, such as
California’s Medi-Cal Working Disabled Program). These programs provide full-scope Medicaid
to disabled individuals who work and have income that is too high to qualify for other Medicaid
categories. Each state has a different earned income maximum to qualify for this program. For
example, California’s threshold is around $58,000. There actually isn’t any info online showing
every state’s threshold, but contact your state’s Medicaid office and ask about the Medicaid buyin program to see what yours is. You can call 1-800-MEDICARE to get your state office’s
telephone number. (TTY users call 1-877-486-2048.)
To qualify for this program, you have to show two things. First, you have to have a disability!
Then, you have to have some earned income (which could be from virtually any source, such as
a full-time or part-time job, dog sitting, collecting recyclables… just find some earned income).
If you have both of those things, then you qualify! Participants pay a sliding scale of their
income as a premium — it could be as little as $30 per month — and they receive full-scope
Medicaid. That also includes programs that are tied to Medicaid eligibility, such as In-Home
Supportive Services, which pays for personal attendants for people with disabilities (those
attendant costs can be tens of thousands of dollars per year, so maintaining eligibility is vital).
One of the cool parts of this program is that you don't have to be using SSI, SSDI, or any other
benefits program to qualify.
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The National Disability Navigator Research Collaborative has put together a great question-andanswer fact sheet on the Medicaid Buy-In program for Working People with Disabilities. To find
out more, head over that way!
OK, here’s one last interesting work incentive that is totally underutilized. Time to check out
the…
Plan for Achieving Self-Support (PASS)
The purpose of a PASS is to assist SSI and SSDI recipients in obtaining items, services, or skills
for employment needs. A PASS serves as a kind of special savings account to build up dollars to
pay for these items. So, let’s say you’re thinking of becoming a massage therapist. You’ll need
classes, certification, a massage table, and probably lots of other stuff. What a PASS allows you
to do is take earned income and SSI/SSDI dollars and save them for these employment needs.
So, check out this example.
Remember that example we mentioned above about the person on SSI earning $585? So let’s
first revisit that non-PASS situation and then apply the PASS.
When you have earned income from employment, you keep the first $85. For every dollar you
earn after that, SSI drops by $.50 cents.
So, if you have $733 in SSI benefits (the maximum federal SSI rate in 2015), and you are
earning $585 from work, it will look like this:
- The first $85 you get to keep right off the top. That leaves only $500 as earned income. As you
may recall, SSI considers countable income as 50% of earned income, so in this case, your
countable income is $250.
- Your original SSI amount of $733, minus that $250 of countable income, will change to a new
SSI amount of $483. And your take-home money is $483 + $585 = $1,068.
But wait! What if we employ a PASS? Well, check this out.
Simply put, whatever portion of the “countable income” you place into the PASS account won’t
be taken off your SSI. So if the earned income that you put into a PASS equals the “countable
income” of the SSI calculation, then you will have no reduction in your SSI benefits amount.
So, if you get $733 in SSI benefits (the maximum federal SSI rate in 2015) and you are earning
$585, it will look like this:
- Your $733 in SSI benefits would have been reduced by the $250 in countable income.
However, if you put $250 into the PASS, it cancels out the countable income, and the reduction
to your SSI amount will be zero!
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Thus, your SSI check stays at $733, then add the $585 (earned income) and you get $1,318!
Pretty awesome, right?
And remember, with $250 per month going into a PASS, after one year, you will have saved
$3,000 toward your employment goals. Of course, that $250 needs to be spent on employmentgoal-related-expenses, such as courses or textbooks, but if you’re really career driven, it should
be money you’d spend anyway.
So let’s check that out again. You get to keep your full SSI benefits, you basically get a free
$250 to put towards school or job training, and you are earning money that builds up your
resume and gives you job experience. Win-win-win!
As with most of these programs, there are some rules. For example, a PASS has to be in writing,
meet a vocational goal, be set up in a reasonable time frame for meeting a vocational goal, and
include an explanation of the necessary expenses. Like most things benefits related, it is a bit
complicated, but a PASS is a great way to earn money, save for a vocational or employment
goal, and not have your SSI check reduced!
There’s plenty more info about all of these programs at www.DB101.org, so if you think you
might be working, check out the website and see what could apply to you. And on the extrabright side, there are always new programs coming down the line. For example, there are some
proposals circulating around to make earnings in the SSDI system similar to the SSI calculation.
Those are still in the beginning stages, but there’s some excitement around them. So keep an eye
out for more developments as they come along!
Ultimately, working is the first step toward balancing your budget and putting some money in
the bank, and managing benefits is the first step toward bringing home a paycheck. This leads to
everything else we talked about, such as getting long-term investment and savings, building up
credit, and even buying a home. So don’t let benefits hold you back from landing that job.
Instead, use all the programs above and make the system work for you.

13

Chapter 2: Budgeting
Five Ways to Organize Your Budget Which Are Not Horribly Tedious!
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No, seriously! This might even be fun!
“A budget is telling your money where to go instead of wondering where it went.” ~ John C.
Maxwell
The most important thing to do with money is to provide it with direction, a cash flow plan, a
spending, savings, investing, debt elimination plan, a budget!
A budget is a tool, a philosophy, an on-purpose and writtendown money management plan. So, here’s the thing: there are
lots of different kinds of budgets and the key is to pick a budget
that fits the way you live because it will help you meet your
financial and personal goals more quickly. A budget is not
handcuffs or, I guess, wallet cuffs, but a budget is actually a
framework for what’s important to you. Care about exercise?
Put it in the budget! Charitable giving? Budget it! Like to
splurge on the occasional fancy dinner? It goes in the budget. Want to be a world traveler? You
can have a climbing-the-Matterhorn budget line! Want to end up with more money than your
friends who are spendthrifts? Just budget enough savings and wait!
There are a couple of reasons why traditional budgets fail. First, people make them way too
complicated and depend on other people’s categories. I’ve actually seen a budget broken out into
bathroom tissue, Q-tips, and eye drops: really? Instead of being so itemized you lose the will to
live; again, make a budget about you, your goals and the things you value.
Remember:
Your budget will never be perfect; things change. Unexpected income and expenses happen, so
don’t sweat the really small stuff. Your budget is only a set of guidelines. Of course, if you’re
regularly overspending your Q-tip line, you may have to adjust your thinking going forward.
Focus on the big expenses. Research tells us that housing and transportation take up the lion’s
share of folks’ budgets. It’s great to save a few bucks on, well, Q-tips, but if you’re spending
70% of your take-home income on rent, well, Houston, we have a problem!
Make plans based on your real situation. Seriously, I once saw someone base her budget on a
series of hypothetical raises in the future! I’ve even seen someone with a three-lattes-a-day habit
think the cost of coffee wasn’t important to their budget (hint: at $3 a latte, that’s $270 per
month!). Plan for what is, not what might be! Related to this, don’t forget annual expenses. A
budget based on February spending will not reflect what happens in December. Try to annualize
a budget, and then break it down into monthly projections.
Keep it as simple as you can, unless you like complicated. Basically, find a method of tracking
your spending that works for you. I have a friend, well, OK, he’s more of an acquaintance, who
was telling me about his 128 budget categories. That would totally not work for me, but, it works
for him. As the following budgeting methods demonstrate, budgets can be quite different!
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Tracking Your Spending
OK, sorry about this, but any budget model you choose to adopt requires two things: knowing
your income and knowing what your expenses really… no really... are.
So, for 30 days, keep all your receipts, and write down everything you spend, online and off, no
matter how small. Use paper and pencil, a spreadsheet, Quicken, Mint, or any other personal
finance management system. If you really pay attention to detail during this one-month period, I
suspect you will learn a lot. The first time I tracked my spending, I was shocked at how much
money I was simply wasting. I had no idea my cable bill had migrated into three digits, the
monthly cost of coffee shop visits and sodas was ballooning, or how much money I was
spending eating out. Tracking my spending allowed me to consider, very possibly for the first
time, what was actually important to me. For real, it was not a chore, but an opportunity to
completely redefine my financial future based on my goals and my objectives.
Once you have tracked your spending, you can start to put it
into categories, such as savings and debt repayment, housing,
food, clothing, transportation, medical, hobbies, entertainment,
and any other categories that are important to you. Gifts?
Travel? Music? Childcare? Q-tips? Remember, it doesn’t have
to be perfect; just start and feel free to make adjustments as you
progress.
See? That wasn’t so painful, right?
Here are a few budgeting approaches that have historically worked for people. Remember, not all
approaches are for everyone. The key is to find the one that fits your personality and situation
best, so you can meet your goals.
1. The Envelope System.
With this popular method, every time you get paid, you put
cash in envelopes designated for specific budget categories. So
each envelope is labeled (savings and debt repayment, housing,
food, clothing, transportation, medical, hobbies, entertainment,
and so on), and when that cash is gone, you’re done spending
for the month. This method is a great way to really concretize
the value of each dollar of income. It’s probably not the best
idea to just leave cash in actually labeled envelopes hanging around your house or apartment, but
I’ve met folks who have done this. I’ve heard stories about people realizing they had $5 left for
food, with three days left in the month. That kind of experience can really alter the relationship
one has with money.
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2. The Zero-Sum or Getting-One-Month-Ahead Budget!
This is an interesting approach, particularly for people who may have a flexible or varied income
stream. Basically, you build a budget based on the income and expenses of the prior month.
Here’s how it works: start by figuring out your monthly expenses. (See? Aren’t you glad you
tracked your spending for a month or two now?) So, let’s say you have expenses of $1,500 per
month, which includes everything, such as living expenses and debt repayment and savings.
Once you know your monthly expenses, save enough money to go an entire month without
touching your regular income, thus getting one month ahead! For many people, just getting that
one month ahead can make all the difference and result in feeling much more in control of their
spending. Lastly, save your current month’s income to spend next month. By getting one month
ahead, it can be a lot easier to look at both income and expenses to see where you can trim
expenses and accelerate debt repayment or savings.
3. The Balanced Money Formula.
Popularized by Elizabeth Warren and Amelia Warren Tyagi in
the book All Your Worth: The Ultimate Lifetime Money Plan, the
Balanced Money Formula is based on your net (after-tax) income
and divides expenses into three categories. It says with your
take-home pay, you should spend less than 50% on needs, at
least 20% on savings, and the rest (about 30%) on wants.
Needs include such things as housing, transportation, health care, utilities, insurance, and basic
groceries and clothing.
Savings includes retirement accounts, emergency savings, and debt repayment.
Wants are everything else, such as cable TV, video games, cell phones, concerts, eating out,
lattes, hobbies, pets, sports, charity, books and magazines, vacations, and food and clothing
beyond the basics.
The authors maintain that keeping these categories in balance is the key to prudent financial
management. Many people really like this approach, because it is not too prescriptive and
provides great flexibility. But, you ask, what happens if your spending doesn’t align with these
percentages? I mean my must-haves are at like 68%? The authors suggest that you (1) pay all
your must-haves, regardless of the percentage; (2) direct the next 20% of your money into
savings, which includes paying down debt; and (3) spend the rest of your money on wants, guiltfree. Do this until your spending comes into balance. One of the great things about this approach
is that once your spending comes into balance, you don’t have to worry about it anymore. This
budget also allows some fun. With up to 30% in wants, this is a budgeting formula that allows
you to have some financial fun, while you’re building a better financial future! For more about
the Balanced Money Formula, visit our friends at Get Rich Slowly.
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4. The 70-20-10 Formula.
This one is similar to the Balanced Money Formula. A related
budgeting model from the classic personal finance book The
Richest Man in Babylon, also available through the National
Library Service for the Blind and Physically Handicapped,
suggests that 10% of all you earn is yours to keep (savings), 20%
to repay debt, and the rest you find a way on which to live.
Originally written as a series of pamphlets in the 1930s, this
timeless advice conveys personal finance lessons in rather direct
parable form. This approach places savings and debt repayment as first priorities and simply
insists that one learns to live on the remainder. For those of us who are better with big picture
approaches, this model is the essence of simplicity and will lead to a lifetime of successful
financial outcomes.
5. The Anti-Budget Budget, or Pay Yourself First and Don’t Sweat the Rest.
Many people organize a budget around expenses and then decide if whatever is left can go to
savings or debt repayment. We suggest you turn this formula around and focus first on debt, then
savings, and then adjust your spending and lifestyle to the remaining dollars. I have another
friend who really likes to save for the future. Years ago he got himself out of debt by using the
highest interest debt snowball method. (See our chapter on debt for more info). Since becoming
debt free, he basically saves like 30% from every single check. When I asked him about his other
spending, he looked at me quizzically and said that as long as he meets his monthly savings goal,
he doesn’t track any of his other spending. “That would just give me a headache; I save my 30%,
never touch the interest, and just live on what’s left over.” This may not be a budgeting solution
for everyone, but if he’s saving 30% of his income, I guess it works for him! Our friends at the
Motley Fool wrote about a similar approach with their 5-Minute Budget That Will Make You a
Millionaire. Basically, they suggest you split your savings in half to pay down high-interest debt
and start an emergency savings account. Afford Anything also had a great article, The Easiest
Budget Ever. (You'll Be Shocked at its Simplicity!), that offers great tips on how to make this
budget strategy work for you. Check them out!
Remember, budgeting is not a one-formula-fits-all approach. Find a method that works for you
and includes the things most important to you! A budget that fits your goals, dreams and
aspirations should not feel restrictive, but rather, it should feel liberating.
Are there some budgeting tools and tricks we left out? What’s your favorite approach we
discussed? Have any questions about what we covered? Sound off in the comments section
below and continue the conversation.
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Chapter 3: Paying Down Debts
Seven Secrets to Paying Off Debt the Credit Card Companies Don’t Want
You to Know!
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OK! Let’s talk about paying down some debt!
Let’s face it, no one likes or wants to be in debt. It’s stressful, tends to bum one out, and gets in
the way of building and achieving real financial goals.
The number one secret, of-course, about debt, is to avoid it in the first place.
“Spend less than you make and save the difference.” — Umm, yea, thanks for that, Mom.
We all know we should avoid building up debt, but with stagnant incomes, rising costs and
keeping up with the Joneses, the accumulation of some debt is a trap that catches most of us at
one point or another.
The good news is that being in debt does not have to be a permanent condition, and there are
several strategic ways to get out of debt if you’re serious about taking control of your finances.
By the way, if you find yourself in this situation, the good news is that you’re not alone. A recent
study by the Federal Reserve Bank of New York shows that at $11.52 trillion, overall consumer
debt is higher than it has been since 2011 and is increasing rapidly. Credit cards, mortgages,
student loans, and auto loans have increased by 2.1%, or $241 billion, in the last three months of
2013, the greatest margin of increase since the third quarter of 2007. The financial positions of
many Americans, and we suspect of many people with disabilities, remain tenuous compared
with their savings. According to a 2014 Bankrate.com survey, 28% of Americans have more
credit card debt than they have in a savings fund. In fact, only 51% of Americans have more
emergency savings than credit card debt, the lowest percentage since Bankrate began tracking
the issue in 2011. For people with disabilities receiving benefits through either SSI or Medicaid,
asset limits ($2,000 for individuals and $3,000 for married couples) can only exacerbate this
situation. According to the Federal Reserve, overall credit debt increased by $11 billion in the
fourth quarter of last year to $683 billion, the highest levels since 2011. Despite these trends,
banks are seemingly more comfortable with increasing credit lines. Total aggregate credit card
limits have increased to $2.91 trillion, the highest levels since the third quarter of 2009.
So, let’s get to those seven secrets and see the best tricks and strategies to get out of debt.
1. Never, Ever, Just Make the Minimum Payment.
Owe a bunch of money on a credit card? Don’t worry, you’re
not alone. And welcome to being human.
I like examples; they work better for me. So, let’s say like the
rest of us, maybe, while in college, things like pizza, more beer
than one likely remembers, and a mysterious number of
Chicago Cubs tickets somehow got charged to one’s credit card. Here you are, much, much later
in life with a $2,000 balance and little hope of paying it off given your fixed income.
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With a $2,000 credit card balance, at a 21% interest rate, making only the minimum payment of
$40 per month means it will take 10 years to pay off your credit card, and you will pay $2,795 in
interest charges. Ouch, that’s more paid in interest than I originally charged to the card!
And . . . the Cubs weren’t even good that century, and it’s going to take me 10 years to pay that
back? Not only 10 years, but that $20 ticket, after all that interest is paid back, will really end up
costing me nearly $47! The humanity!
OK, check this out; here’s where the first secret of paying off debt can save you time, money,
and start your march to financial freedom.
Let’s say you were to increase your minimum payment to $100 per month; you would pay off
your $2,000 balance in two years, paying only $483 in interest charges and saving over $2,300!!
Simply by always paying more than the minimum payment and stopping additional charges, you
can pay down credit card debt quickly and efficiently.
There are many credit card calculators that can help you with figuring out your options. Check
out Credit Karma’s credit card repayment calculator. We particularly like this tool, because it
allows the user to model various repayment scenarios. Simply enter your credit card balance and
annual percentage rate (APR) to determine how long it will take to pay off your debt, then play
around with accelerated payments, and watch how quickly you can get out of debt. Be careful,
however, many of the online calculators and websites are only industry fronts to push credit
cards. Stick with trusted institutions when conducting research and analysis.
But, umm, what if you, like most of us, have more than one debt?
Then, let me introduce you to secret number two.
2. Snowballing: A Multiple Debt Repayment Method,
Championed by Personal Finance Guru Dave Ramsey,
Which Is Based on Paying Off One’s Smallest Debts First.
Simply designate a certain amount of money to pay toward
debts each month and pay the minimum payment on all debts
except the one with the lowest balance. Then, target every other
penny at the debt with the lowest balance and when that debt is gone, do not change the monthly
amount, but throw all you can at the debt with the next-lowest balance. Under this method, the
extra amount paid toward the larger debts will grow quickly, similar to a snowball rolling
downhill gathering more snow. This is a psychologically rewarding method, delivering small
debt repayment wins and, in theory, reinforcing the repayment behavior. In rather quick order,
you can go from maybe five debts to four debts and then to three as you continue to allocate
funds to the smallest remaining debt.
Here is a great Wikipedia example of how the debt snowball works:
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“Let’s say you have four debts, two credit cards, a car loan, and a personal loan.
-

Credit Card A - $250 balance - $25 per month minimum
Credit Card B - $500 balance - $26 per month minimum
Car Payment - $2,500 balance - $150 per month minimum
Loan - $5,000 balance - $200 per month minimum

For the first two months under the debt-snowball method, payments would be made to the
creditors as follows:
-

Credit Card A - $125 ($25 per month minimum plus $100 additional available)
Credit Card B - $26 per month minimum
Car Payment - $150 per month minimum
Loan - $200 per month minimum

For the third month balance (presuming you have not added to the balances, which would defeat
the purpose of debt reduction), Credit Card A would have been paid in full and the remaining
balances would be as follows:
- Credit Card B - $448
- Car Payment - $2,200
- Loan - $4,600
Third month payments: You would then take the $125 previously used to pay off Credit Card A
and apply it as additional payment to the Credit Card B balance, and make payments for the next
three months as follows:
- Credit Card B - $151 ($26 per month minimum plus $125 additional available)
- Car Payment - $150 per month minimum
- Loan - $200 per month minimum
Within three more months (six in total), Credit Card B would be paid in full (the final payment
would be $146), and the remaining balances would be as follows:
- Car Payment - $1,750
- Loan - $4,000
Then you would take the $151 previously used to pay off Credit Cards A & B and apply it as
additional payment to the car loan balance, and make payments as follows:
- Car Payment - $301 ($150 per month minimum plus $151 additional available)
- Loan - $200 per month minimum
It would take you six months to pay off the car loan (the final payment being $240), whereupon
you would then make payments of $501 per month toward the loan (which would have a $2,800
balance) for six months (with the last payment being $234).
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So in 17 months, you would repay four loans, with two of them being paid in only five months
and three within one year.”
3. Pay the Highest Interest Rate First.
The third secret to paying down debt is very similar to the
snowball method, but we attack the debts with the highest
interest rate first. So, again, simply designate a certain amount
of money to pay toward debts each month and pay the
minimum payment on all debts except the one with the highest
interest rate. Then, target every other penny at the debt with the highest interest rate and when
that debt is gone, do not change the monthly amount, but throw all you can at the debt with the
next-lowest interest rate.
Note: There is a vigorous spirited academic debate in the personal finance world about which
method (snowball or highest interest rate) works better. There are some rigorous academic and
economic studies that indicate each method works better than the other. So, recognizing that
people are different, we suggest picking the method that works best for you and stick with it! As
Nike says: “Just do it!” And soon, probably faster than you think, you can be debt free!
4. Notify Lenders That Extra Payments Are to Go Directly
Towards Principal Reduction of the Debt.
The fourth secret to paying off debt is a simple issue of
notification. Some revolving debts, like student loans,
mortgages, and car payments, will automatically apply
additional payments to the next scheduled or monthly payment.
This will only postpone your next due date but not accelerate
the speed with which you pay down the debt. In order for the debt snowball or highest interest
method to work, you must proactively notify the lenders to let them know that extra payments
are to go directly toward principal reduction of the debt. Some lenders allow this instruction to
be communicated over the phone or Internet, while others require written notification with every
additional payment.
5. Snowflaking: Making Frequent, Small, One-Time Extra
Payments Towards Your Debt.
Snowflaking is a fun debt elimination hack term where you
make frequent, small, one-time extra payments towards your
debt. It can work independently or as a sort of turbo charge to
either the snowball or highest interest rate methods.
“Snowflakes” are normally little things, like paying an extra $6
towards your debt instead of eating out for lunch one day,
drinking the office coffee rather than the daily latte, quitting
smoking and saving six to eight bucks a day.
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Remember, any little thing that you can do to save a little at a time can be applied to paying your
debt a little at a time. But snowflaking doesn’t have to stop there. Any extra income from a onetime job, survey, babysitting, rebates, coupons, birthday gifts, recycling, or eBay or garage sale
can be used to pay off that debt. We even met a guy who rounds down his checking account
balance to the nearest $50 and directs those dollars every Friday before leaving work to the
principal on his mortgage.
6. Use Windfalls Wisely.
Received a surprise financial birthday gift? An unexpected
bonus or a reimbursement check you forgot about? Maybe you
had a larger than expected tax return? Consider using a part of
any windfall as a way to pay off more debt. Many experts
suggest using 1/3 of any windfall to treat yourself, 1/3 for
savings, and 1/3 to pay down any debt. This way, you can have
some fun, build some savings, and continue your mission to get out of debt. The IRS makes
splitting a tax refund really easy. Just use Form 8888 to directly deposit your refund (or part of
it) to one or more accounts at a bank or other financial institution (such as a mutual fund,
brokerage firm, or credit union) in the U.S. This form can also be used to buy up to $5,000 in
paper Series I savings bonds with your refund.
Remember, too, that people with disabilities, even if they have no filing requirement for tax
purposes, may still be eligible for the Earned Income or Child Tax Credit (EITC and CTC).
These credits are retroactive for up to three years and can put real money into your pocket.
Check out our friends at the National Disability Institute’s Real Economic Impact Network for
more about free tax preparation for people with disabilities.
As an example, if you have a 15% interest rate, using a $2,000 tax refund to pay down credit
card debt not only gets you closer to a debt-free balance sheet, but also saves you $300 per year
in interest. That's a reward you can't afford to pass up.
7. Ask for a Reduction in Your Interest Rate.
That’s the lucky seven debt reduction strategy the credit card
companies don't want you to know. Asking the credit card
company for a reduction in your interest rate is, perhaps, the
easiest strategy to paying off. It works! Not many people know
you can even do this, but if you have been making your
monthly payments in a timely manner, and you have been a
customer for more than a year, give it a try. Mentioning to the
service agent that you have a good payment history and have been a good customer should be
part of your strategy.
You could also mention that you have a balance transfer offer at a significantly lower interest
rate from a different company, but would like to stay with your current company if they could
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match it. If you have good credit, you could also shop around for a good balance transfer offer.
Check out Bankcard.com for the best credit card offers around. If you use a service like
CreditKarma.com, they can provide info on cards matched to your credit score.
OK, so there are seven ways to reduce and pay off your debt. Pick one, dang, pick three, and get
to work building a new financial future. Which one do you like best? Which one seems easiest to
implement? Sound off in the comments section below, and if you have any questions, we'll be
sure to answer promptly.
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Chapter 4: Credit
Build up a Stellar Credit Score Easily!
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Particularly since the economic downturn of 2008, we often hear a lot about the importance of
credit. But what technically is credit, and why is it so important anyway?
At the broad level, credit is generally understood as buying or borrowing an item now and
paying for it later. We use credit to go Christmas shopping for our families or to purchase large
ticket items, like cars and houses. In essence, you use credit to buy things when you do not have
enough financial resources at the time to pay for it — or enough to pay for it and still have stable
finances in the rest of your life.
In the financial world, there are three different kinds of credit: revolving credit, installment
credit, and alternative credit (non-installment credit).
Revolving Credit
Credit cards (like VISA, MasterCard, and American Express) and department store charge cards
(like JC Penny, Sears, and Macy's) are examples of revolving credit. There is a limit on how
much money you can spend on a revolving credit account, and you are expected to pay off at
least some of your charges every month.
Now, when you pay your bill, you can either choose to pay off your whole card balance every
month, meet the “minimum payment” (often around $50 – $100), or pay any amount in between.
Different cards have different interest rates, and any amount of money that you didn’t pay off in
time will be charged interest. So let’s say that your card has a 15% annual interest rate, which is
the national average and works out to about 1.25% per month. Then one month, you rack up
about $1,500 on things like groceries, utilities, and a new living room TV. If, at the end of the
month, you pay the credit card off in full, you’ll have no outstanding balance and won't be
charged any interest on that original $1,500 charge. But if you only pay off $500 of it, there will
still be $1,000 of credit left, and you'll be charged the 1.25% monthly interest, or $12.50. Then,
your bill for the next month will have that extra $12.50 tacked on.
With that in mind, it’s important to pay down credit cards as much — and as soon — as possible.
Once that $1,000 carries over to the second month, it’s hard to chip away at it. Even if you pay
off all your monthly expenses and stay at $1,000 each month, the interest alone will add up to
$150 each year. And that’s not even close to the norm. Among U.S. adults with a credit card, the
average credit card debt was $5,600 in 2014; that’s almost $850 per year in interest charges!
If you're looking at credit cards, you might see something called a “credit limit,” and that’s a
barrier you should avoid crossing. So a credit card might have a $3,000 limit, where you can’t
rack up more than $3,000 in charges. If you go over the credit limit, the purchase may be denied;
and with some credit lines, you won't be denied but often will be charged the "penalty interest
rate," which can be around 30%! Then, if you exceed the limit (whether you’re denied or pay the
penalty interest rate), your regular interest rate could go up, costing you hundreds or thousands
of dollars in the long run. It could also harm your credit score, which, as we’ll talk about later, is
a really bad thing!
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Finally, some people get multiple credit cards to avoid hitting their credit limit, but this is a bad
strategy in the long run. That’s because the charges on the first card still stay there and keep
accumulating interest. Having that outstanding credit card debt, as well as opening multiple new
lines of credit, can also lower your credit score. That’ll raise interest rates on future borrowing,
including on any more credit cards you get, which makes things even more expensive. So
remember to pay down your debt, avoid opening new lines of credit, and stay within your credit
limit!
Installment Credit
Installment credit is used to pay off a single item month-by-month over a long time. So when
people talk about their monthly car payment or mortgage payment, they are talking about paying
off loans built around installment credit. These “installment credit” car loans and mortgages, as
well as many personal loans, student loans, and even seen-on-TV products (such as that extrasuper fancy blender you can get for “12 easy payments of $29.99,” for you smoothie lovers) are
actually more complicated than they seem. They take an initial loan amount, set out a payment
period and schedule, add on the interest on the life of the loan, and break it into monthly
payments.
Now here’s the thing about installment credit. Even though it seems manageable with monthly
payments, it ends up costing more in the long run. We cover it a bit in the homeownership
chapter, but for now check out this example:
Mike bought a home that cost $200,000 and he purchased it using a 30-year fixed-rate mortgage
at 4% interest with a $20,000 down payment, leaving him with a $180,000 loan. The way the
bank calculated the loan was a bit complex, but in the end he had an $859 monthly payment. Not
too bad for a $200,000 house and certainly cheaper than renting. Here’s the thing, though: If you
multiply that $859 monthly payment for every month over 30 years, it ends up being $309,240
— all to pay off a $180,000 loan. That means Mike will pay almost $130,000 in interest! Just
paying the full amount would have saved him lots of money in the end.
There’s a reason that people do installment loans, though. Mike, for example, didn’t have
$200,000 up-front, so no way he could have bought that house without a mortgage. But he knew
that homeownership in the end was the right move because it would build up his asset base and
would keep his expenses down as rents rose. Even people with $300,000 in the bank who want to
buy a $200,000 home might still want to go the mortgage route, because they find it important to
keep a buffer in savings. That’s a very legitimate reason for them to take out a mortgage and the
right choice for them.
You’ve probably heard financial advice that suggests avoiding accumulated debt wherever
possible. This is often spot-on, especially when it comes to everyday expenses, such as groceries,
eating out, clothing, or even that fancy-pants blender. One area where debt is generally
considered appropriate, though, is when it comes to asset building (things that maintain or
increase value over time), such as through homeownership, college education, and starting a
small business. Acquiring those assets usually requires installment credit. Now, taking on such
large loans should be done carefully - but if you’re smart about it, they can be the way to go, as
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smart borrowing provides the opportunity to build up your assets, have financial flexibility in the
rest of your life, and improve your credit score in the long-run.
Alternative Credit
Phone, cable, gas, and electric bills are examples of alternative credit, or non-installment credit.
Bills are paid at the end of the month after services have already been received. These bills are
not typically listed on a credit report, but they do provide a record of whether or not bills have
been paid on time. Also, not paying bills may mean that your service gets shut off in the future.
And not having the cable service to watch the Kardashians — or the electricity to turn on the TV
— is a situation you don’t want to be in!
One final important note: When you sign up for any line of credit, pay close attention to the fineprint details of the financial agreement, not just the initial interest rate! These agreements are
contracts between you and the creditor (i.e., whoever lends you the money), and they might
include problematic clauses, such as the ones that allow creditors to easily raise interest rates. In
fact, creditors often hope that people don’t read those agreements (as happens with a lot of
longer contracts) so they can benefit from people using credit cards and other loans in ways that
aren’t healthy for their financial life. So stay vigilant and always protect yourself from
problematic contracts or predatory lenders!
Why Is Interest Charged on Our Credit Accounts?
To explain this point, let's ask a different question: What is the incentive for a bank or financial
institution to give consumers a line of credit? Well, when lenders extend the line of credit, they
treat it as a business transaction, and like all businesses, they expect a return on their investment.
Because their whole business is lending money and getting more back in the future, the interest
that they charge is what provides them with profit over time. So, we can think of interest as the
cost of the money you have borrowed.
Charged interest also represents a certain buffer that protects the lender against the possibility of
the borrower not being able to pay back (or defaulting on) the loan. That’s not to say that every
borrower will default. But if a bank gives out a lot of loans, there’s a chance that at least some
borrowers won’t be able to pay the money back. The interest charged on everybody’s accounts,
then, provides the lender with a buffer in case a limited number of people don’t pay off their
whole loan.
You might be asking yourself: “OK, if interest is just about getting some profit and protecting
against defaults, why do some loans have higher interest rates than others? Doesn’t that mean
that higher-interest loans get more profit?” Well, that’s where credit scores and creditworthiness
come in. When lenders believe that somebody is highly likely to pay back a loan, they will
extend a line of credit at a lower interest rate. But if somebody is deemed to be a risky borrower,
banks will charge higher interest to hedge against the increased chance of default. And as we’ll
show below, a credit score represents the likelihood that you’ll pay money back, so having a
good score will lower the interest rates you need to pay and potentially save you thousands or
tens of thousands of dollars in the long run.
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Credit Score
You’ve probably heard of credit scores and how important they are. (Did we mention that yours
is super, super important? Because it is!) But you also might be asking yourself: “What is this
whole credit score thing, and what does it mean to me?” Well, a credit score is a statistically
generated number, based on a borrower’s credit history, that creditors use to judge that person's
creditworthiness. They see it as representing the likelihood that an individual will pay the debt
they build up, which, for the creditor, represents the likelihood that they’ll get paid back on their
loan. Your credit history doesn’t just revolve around credit cards or bank loans, either. Other
bills that can affect your credit score include rent, phone, cable, department store accounts, and
student loans. So make sure you keep track of all your finances and pay everything in full, on
time!
Taking credit scores and other information into account, lenders determine whether they’ll loan
you money in the first place, and what conditions they’ll put on the loan (such as interest rates or
maximum credit lines) if they give you one. In the end, those two factors can make a huge
impact on your finances. For example, your credit score may be the difference between a 5% and
a 4% mortgage. On the surface, this maybe doesn’t seem like a big deal, but over a 30-year
mortgage, that extra 1% will cost you tens of thousands of dollars more. Remember that example
of Mike, who bought the $200,000 house with a $20,000 down payment? Well, if he got a
mortgage with a 5% APR (annual percentage rate) instead of 4%, he would be paying $966 per
month instead of $859 — a whole $107 per month extra (or 12.5%, because of the compound
interest), which would cost him $38,495 over the life of the loan! That’s one big difference worth
avoiding!
While you can spell “credit score” with plenty of things (like these Scrabble tiles), you can’t just
create a good score. It takes hard work, time, and discipline.
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Another consumer study has identified the troubling trend that insurance companies can also
consider a credit score as part of an applicant’s risk factor. Thus, people with lower credit scores
may have to pay higher premiums on things like car insurance, if they are offered insurance at
all. Even potential employers are beginning to ask for credit scores as part of the hiring process!
You might be asking yourself, “Why should somebody who’s hiring and paying me care about
my credit history?” Well, it doesn’t totally makes sense, but since they do it anyway, just one
more reason to keep your score up!
There are many different credit scoring systems in use, and a person may actually have several
different credit scores simultaneously. Each lender can also use their own criteria to determine to
whom they lend to and to whom they don’t. This is yet another reason to make sure that all of
your bills are in order, because one slip-up could impact the potential for getting a line of credit
with good conditions. In the section below, we talk a bit more about the breakdown of credit
scores and how to make yours the best possible.
A huge problem is that your credit score isn’t always accurate because at any given time and for
a number of reasons, wrong information may be on your credit report. For example, the
information for your credit score is gathered from three major American credit bureaus (Equifax,
Experian, and TransUnion), but not all creditors report to all three bureaus. So, if a potential
lender only pulls your score from one agency, it could be incomplete. On a related note, identity
theft can significantly lower your credit score, so make sure you protect yourself against it (for
more info on that, check out our identity theft chapter).
Getting Started Toward Good Credit
So far, we’ve been talking about the basics of good credit: Pay off your bills on time and don’t
take on loans you can’t pay back. But building a good credit score also means that you have to
show that you can responsibly manage loans and bills in the first place. To do that you’ll have to
work your way up and do so responsibly. It can take some patience and determination, but it
really pays off in the end. The following steps can help build a solid credit history:
- Consider applying for credit at a local business. When you are approved for credit with a local
business, make sure that this information is reported to the three national credit-reporting
agencies.
- Get a secured credit card. A secured credit card works just like a regular credit card but a
deposit is made to “secure” the card. Think of the deposit as insurance. In case the debt is not
repaid, the credit card company has the deposit.
- Make sure to comparison shop. Credit card companies charge different application fees, interest
rates, and other costs. Make sure you fully understand the terms and conditions of the agreement.
- Be vigilant with your money and only use lines of credit when you can afford the purchase.
Your credit score grows when you pay bills on time, so once you have lines of credit, you can
use them to get better and better credit scores.
- Be proactive with your debts. If you or a family member becomes sick or unemployed and
can’t pay bills off right on time, make sure to contact all your creditors in order to work out a
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payment plan. Being proactive rather than racking up debt without a plan is the way to go, and
can keep you much more stable.
Once you have established good credit, make sure to monitor all the activity on your credit report
in order to keep it that way, which we talk about in the next section.
How to Build up a Great Credit Score: Hacking Your Way to 700+!
To start improving your credit score, you have to know where you are and that means knowing
what’s on your credit report. “Oh no, that sound just like another report card,” I hear you say. We
are not fond of report cards either but this one is actually more important than the one you got in
grade school.
Your Credit Report
A credit report is your personal credit history. It includes your personal identification (address,
social security number, and date of birth), trade lines (credit cards and loans that you have now
or had in the past), public records (like bankruptcies or lawsuits), and inquiries (how many
agencies are looking at your credit report).
DID YOU KNOW? 70% of Americans’ credit reports contain incorrect information and 25% of
reports have errors that are serious enough that consumers will be denied credit!
SOLUTION: Monitor your credit report regularly and if you see anything wrong, let all your
lenders and the crediting reporting agencies know right away! You can dispute the incorrect
information online, by phone, or by mail. By law, the credit bureau has 30 days to investigate the
disputed information. The credit bureau must then give you a written report of the investigation
and a copy of your report if the dispute results in any change.
The Fair Credit Act allows consumers to view their credit report from the three major creditreporting agencies free once a year. It’s a good call to take advantage of this — just to keep tabs
on what your future loans might be like, and also to watch out for false charges. To get those
reports, check out www.annualcreditreport.com.
Three Steps to Get Your Credit Report
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You will be directed to each of the three credit bureau websites to download your report. To
access your report, you will be asked a personal question about your credit that only you should
know the answer to. Remember to save your credit report on your computer or print it out
because you cannot re-access it for free!
When you get the report, make sure to review every line of it, and if you find any errors or
mistakes, you may write directly to the credit reporting agency. Explain the mistake, provide any
appropriate documentation, and check back with them regularly until the issue is resolved. The
documentation part is key, so make sure that you have access to all of your credit records,
including having a folder with paper copies of records (such as your credit card statements or
mortgage payment history).
What’s in a Credit Score
Here are the major credit score components. The actual formula is a well-guarded secret, so these
are good estimations based on a number of reliable sources. We have also included some
suggestions, both dos and don’ts to increase your score.
Credit scores represent how much you owe, how well you repay what you owe, and how long
you’ve been a customer. Your credit score determines the types of credit you can obtain, and
how much you will be charged in interest.
The most common and most talked about is the FICO score. It ranges from 300 on the low end to
850 on the high end. Getting up to 850 is almost impossible, but being above 700 generally
shows good credit worthiness. So let’s check out how to get 700+.
In general, your FICO score is based on the following five components. Each one has a certain
“weight,” representing how much it contributes to your final score. And even though some of
them only represent 10% of the score, it’s still super important to be vigilant across-the-board,
because one little component could bump you into a bracket that opens up new lines of credit or
lower interest rates (or cut off credit options and raise interest rates, if you go the wrong way)!
The five factors of your FICO score
35%: payment history
30%: amounts owed
15%: length of credit history
10%: new credit
10%: types of credit used

35

So here’s each of those components broken down and what you need to do to make each part
look extra good for your credit score.
Payment history (Score Weight: 35%)
- Pay all your bills on time
- Dispute any incorrect information
- Negotiate settlements with collection agencies
It’s amazing how important this component is. We have seen people with very good credit scores
miss just one large payment, like a mortgage, and their score can drop by as much as 100 points.
We can’t say it enough: pay all those bills, on time, all the time, and you’ll go a long way to
building a good credit score.
Sometimes, though, your credit report will have incorrect information about your payment
history. It might be that a debt that was resolved is still listed as outstanding; it might be that a
paid debt was marked with the wrong amount or timeframe; and it might be that a debt was
reported that you never actually owed in the first place. So when you get your credit report,
double check every line to make sure that it’s correct – and if it’s not, contact the credit agency
to get the error resolved. It’s also super important to have all your paperwork in order in case you
need to resolve any errors, so keep those bills in a folder or scan them for safekeeping!
Debts that have gone to collections agencies can have an especially negative impact on your
credit score. So if you have debts that have gone to collections agencies, get them resolved
quickly to remove outstanding debt and minimize how long you are in debt for. Collections
agencies will sometimes negotiate settlements for less than the original amount owed, so if you
can’t cover the entire amount, consider negotiating settlements for less than the original. This can
have a couple of benefits: first, it marks those debts as resolved, and second, it lists them as
smaller debts on your credit report. Both of these reduce the amount of harm done by debts sent
to collections agencies.
There’s one thing to note about medical debt: In 2004, FICO rolled out a new formula
called FICO Score 9, which generally has a positive impact for people with disabilities with
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medical debt. The new scoring system takes into account that medical charges, debts, and
payments operate differently than non-medical finances. For example, medical charges are not
usually taken on voluntarily, and many people have outstanding medical debt that they weren’t
properly informed about (and they might not even know of). With that in mind, FICO score 9 no
longer considers resolved collection agency accounts based on medical debt, whether the account
was settled for less than what was owed or if it was paid in full. It also discounts overdue
medical payments relative to other, non-medical debt. This scoring system reportedly can
increase a consumers’ score by as much as 25 points — which can make a huge difference in
financial options!
According to industry analysis, only 10% of medical debt is paid in full, often because of errors
in billing, coverage, and miscommunication rather than consumers’ inability to pay. This new
scoring system is certainly a welcome change because many people with disabilities have
substantial medical debt and charge-offs resulting from their disability — plus they just have
more medical visits that might result in some error — so this will help protect credit scores in
lots of situations!
Amounts owed (Score Weight: 30%)
-

Keep balances below 40% of your credit limit
A balance of less than 20% of your credit limit is best for your credit score
Request an increase in credit limit
Use larger down payments on installment loans (e.g., car loans or mortgages)

Your credit utilization can significantly influence your credit score. Utilization measures how
much of your total credit you use during one billing cycle. Try to keep it below 40%, ideally
below 20% (for example, if your credit limit is $1000, a 40% balance would be $400 and a 20%
balance is $200). This remains important even if you pay off your cards every month. We’ve
seen people trying to game rewards cards by putting all their monthly expenses on a single credit
card. This forces their credit utilization rate to undesirable rates, negatively affecting their credit
scores, even when they pay off the card at the end of the billing cycle. Credit reporting agencies
take a snapshot of one’s credit utilization — usually at the most recent credit card or other loan
statement — and if one is utilizing a certain percentage of their available credit, that is the
number which will be reported. So because any one billing statement could impact you
negatively, it’s important to stay vigilant about not using too much credit, every month!
If you find that you are going over that 20% utilization every month, you can request an increase
in the credit limit on your cards. How does that impact your credit utilization? Well, when you
have a higher credit limit, the exact same amount in charges will represent a smaller percentage
of the limit, so you’ll be better off as far as credit utilization goes. For example, a person with a
$1000 credit limit and an average credit card statement of $400 will be using 40% of their limit.
But if they request an increase in their credit line to $2000 and still average $400 per month,
they’ll only be using 20% of their limit, which could significantly improve their credit score!
In some cases, this can also apply to installment loans, like car loans or mortgages. So consider
using larger down payments or paying early to cut down the outstanding amounts on those loans.
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Ideally, good use of credit would have us paying off our credit cards and other loans, in full and
on time every month. For those of you who do, great job and keep up the good work! For those
who carry a monthly balance, keep working at it, and check out our section on paying down debt.
Length of credit history (Score Weight: 15%)
- Get started early
- Keep oldest accounts open
- Do not open any new accounts you don’t need
Another component of your credit score is based on the length of your open accounts. This takes
into account the age of your oldest accounts, the age of your newest account, the average age of
all accounts, and how long it’s been since you used those accounts. A few things that stand out
here are to get started early, keep older accounts open, avoid opening new accounts if you don't
have to, and always have at least one account open. On the old accounts part, we’ve seen people
wanting to simplify their financial lives close long-term accounts they rarely use, not realizing it
can have a detrimental effect on their credit score. I actually still have my first credit card with a
high interest rate, and use my new one almost exclusively. But I’ve still kept the old one open
and buy a pack of gum every now and then to help my credit history. As for opening new lines of
credit, don’t do it unless you absolutely have to because it both hits the “newest credit line” piece
we talk about next and also reduces your average credit account length.
New credit (Score Weight: 10%)
- Avoid opening multiple new accounts, including when you are just starting out
- Minimize the number of inquiries from new credit applications
Having multiple new accounts does a couple things that can hurt your score. First off, it can
reduce the average length of your open accounts (which impacts the length-of-credit-history
factor). It also tells the credit agency that you might suddenly have a higher credit risk, because
you are trying to open more lines to cover your expenses, especially in the form of credit cards or
other revolving credit. Because of this, you should try to minimize how often you open new lines
of credit. So, if you are just starting out, try to wait a couple years before opening your second or
third credit account.
Applying for new credit lines will lead lenders to run inquiries into your credit score. For some
things, such as car loans, this won't impact your credit score because the reporting agencies will
see you as just shopping around. But for some lines of credit, such as credit cards, having
multiple inquiries can reduce your score. So whenever possible, research loans and credit cards
in-depth before applying to minimize the number of inquiries to your credit score. And if you
can, talk to your credit card agency about just increasing your credit line instead — it’ll give you
the same borrowing amount, but won’t hurt your credit score!
Type of credit in use (Score Weight: 10%)
- Have at least three open lines of credit
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- Have a mix of loans and credit cards
Credit agencies want to see that you can responsibly use different types of credit. Because of
that, having a mix of revolving credit (e.g., credit cards) and installment loans (e.g., mortgages),
all with good payment history, will help your credit score. There are a couple of other little
details to keep in mind. First off, there are a ton of different types of credit lines, from credit
cards to retail accounts to car loans and mortgages, but you don’t need one of each to have a
good score, just some diversity. Second, the credit agencies will focus on this much more if there
isn’t a lot of other info on your credit history, which is yet another reason to manage your credit
well.
See, this isn’t all that complicated! And if you use credit wisely, you can build up your credit
score so that you open more opportunities and save money in the future. So make sure that you
follow those bullet points and build up that credit score!
A Little Internet Help
OK, so now you know the basics of credit, how to find your credit score, and steps to get a good
credit score and keep it that way, and why it is so important that you monitor your credit report
to make sure it is accurate. As you move forward, you need to ask yourself: What are the best
specific options for me when it comes to getting a new credit card or a car loan or a mortgage?
There are so many credit cards and loan options out there, it’s nearly impossible to research and
decide!
Luckily, there are websites that can help (the Internet is pretty amazing, isn’t it?). One awesome
site that we’ve found is www.creditkarma.com. It gives you your most recent credit report and its
major components (such as showing how many accounts you have open and how long you’ve
had them), plus some recommendations to bring up your score. I actually found out that I was
using just over 30% of my credit limit, which could ding my score (remember what I said earlier
about a 20% balance being best for your credit score?), and promptly did a bank transfer to bring
down my card balance. And if you are looking for new credit cards or loans, the website
provides a bunch of options with projected annual savings, monthly payments, and benefits and
drawbacks of each card or loan option. It’ll even show you what options would open up if your
score increased a bit, and how much you could save in the process — how about that for some
inspiration to pay your bills on time? And finally, the website is screen reader-friendly, so people
with all sorts of disabilities can access it just fine.
A Note on Credit Counseling Agencies
If you choose to use a credit counseling agency to help improve your credit score, be sure to find
a reputable agency. This is because in 2006, the Internal Revenue Service revoked the tax
exempt status of 40% of the nation's credit counseling services for fraudulent practices, so some
are betters than others. Check out www.cccs.org, one of the oldest and most respected consumer
credit counseling agencies. Also check out recommendations from the Federal Reserve and for a
more local touch, contact your local IDA program. For free credit counseling, call 800-777-7526.
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The Importance of Credit
Knowing how to use credit wisely and build a high credit score can help you save tens of
thousands of dollars and open lines of credit that wouldn’t have been available earlier. So while
you couldn’t get a mortgage with bad credit (or you could only get one with a high interest rate),
you can get low-rate mortgages, car loans, and more if you have good credit. This lets you save
money and build up your assets, such as a home that you own (and as a double bonus, you won’t
have to pay rent anymore!). In all, having good credit is one of the cornerstones of a stable
financial situation. So go ahead, build up your credit score wisely, avoid pitfalls that could make
it lower, and set yourself up for new opportunities!
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Chapter 5: Identity Theft
Keep Your Personal and Financial Information Secure
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No treatise on asset building and financial empowerment would be complete without a
discussion of identity theft. Particularly for folks with disabilities, who often share information
with trusted friends, family members and attendants, this issue can be critically important.

Identity theft and the unauthorized use of financial and credit resources have been impacting
consumers in the U.S. for years. In 2014, the most recent year with available data, nearly 13
million people became victims of identity fraud in the U.S., costing them a cumulative $16
billion. (Info via Javelin Strategy and Research) That means identity theft impacted someone
every 2.5 seconds! Although these numbers are down from the $18 billion in losses in 2013 and
$21 billion in 2012, they are still dramatic reminders that you may be at risk for identity theft.
Many of the 2014 reported cases of fraud included misuse of credit cards, misuse of personal
information, and bank account fraud. These types of fraud can leave lasting impressions on
victims and their ongoing financial wellness. Clearly, identity theft is a huge problem that can
impact anyone! Here are a few action steps you can take right now to increase your financial and
personal security!
Strengthening Your Digital Security
Let’s face it: Most of us have quite an electronic presence on the Internet. Whether we do online
banking, use social media, or visit Chicago Cubs fan sites (actually, I think there might only be
one), many of us spend more time online than we have in the past. And because that online
presence holds a bunch of sensitive information, and thus access to things like finances and the
ability to obtain credit, it’s critical to keep online data secure. This could be particularly
important if personal attendants or family members have access to some of your information.
Having a disability often changes relationships between people, but even if you trust them
deeply, it’s better to be cautious than not.
The first big step for keeping data secure is to choose strong passwords and PINs. You should
always choose a password composed of words and numbers that no one would be able to guess,
even if they knew details about other parts of your personal information. Have you ever seen the
annual list of most common passwords? Seriously, according to Gizmodo, last year it included
1234567, password, football, and Batman. Your accounts are unlikely to be safe if you pick a
password this basic. You should trend away from popular passwords and pick something unique
to you, then throw in a few capital letters, and maybe even a special character like a % or # or $
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(some websites even require a minimum password length, numbers, and/or special characters).
As far as ATM cards go, most experts suggest that you also avoid using easily guessed PINs, like
birth dates, common numerical sequences, phone numbers, the last four digits of your Social
Security number, etc., as these can be easily guessed with little research.
One other important tip: Never, ever, use the same password for all your accounts, because once
hackers find a working password, they will have the key to the entirety of your online existence.
If you have trouble remembering your passwords, write down a hint that only you will
understand and where it won’t get lost. For example, one member of the EQUITY team keeps
her hints (just the hints, not the whole passwords!) in an online Google spreadsheet, and another
has his tucked away securely in his wallet. Finally, avoid automatically saved passwords in your
browser, especially for email and financially sensitive logins, such as your bank account, as
someone who gets a hold of your computer could swipe all your info easily. These strong
account passwords are just the first components of many needed to keep your identity safe.
Don’t Forget to Protect Your Computer
Another critical component to protecting your identity is protecting your computer. If hackers
break into your computer, they can steal all sorts of sensitive information, including any stored
files and their contents, your browser history, and any passwords you’ve used, even your Social
Security number if you’ve entered it online. They often get this info without you even knowing
it, and keep doing it indefinitely, or they might decide that they’ve gotten enough and just kill
your computer from afar. Heck, sometimes they’ll kill your computer without stealing the info,
because they’re jerks!
To counter this, a regularly updated firewall, antivirus program and antispyware program can
keep the contents of your computer safe from intruders. There are many credible, verified
companies that sell these protections in package deals for a modest annual or biannual fee. I
suggest reading some online reviews for antivirus software program companies and their
package deals to get a good idea of what is right for your computer needs. And I totally have to
confess, I learned the “regularly updated” part the hard way. Several years ago, I purchased a
new computer with a year of free firewall and antivirus software on it. After about a year, I
began receiving reminders to update this, and update that, but I really didn’t think it was all that
important. I figured that if it had protected my computer this long that everything would be fine
and all those updates were probably a rip-off advertising overpriced, unnecessary products
anyway. When the blue screen of death (BSOD) arrived — that is, my computer just sat there
with a very calm blue screen, doing nothing, at all, forever — I quickly called my computer
programmer friend Mary and asked her to take a look. Because this is a family publication, I’ll
spare you Mary’s justifiable diatribe… but sadly, my computer was gone forever, along with my
files and probably some personal info (which so far hasn’t been used against me, but we’ll see).
So trust me on this one: Get a good antivirus software program, keep it updated, and you will
have most of the protection an individual computer needs.
The Blue Screen of Death… Except it never actually restarts…
(Here’s the classic “blue screen of death” - a blue screen with a sad face emoticon that says:
“Your PC ran into a problem that it couldn’t handle, and now it needs to restart.”)
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So, now let’s go through some other ways to keep your digital information safe.
Be Aware of Phishing Scams
Phishing scams are common ways for hackers to gain information. Phishing involves seemingly
harmless emails being sent to you, asking you to verify certain things, such as passwords,
account numbers, or credit card and Social Security details. Any email seeking this sort of
information should be an immediate red flag for you. If you get an email claiming to be from
your bank or creditor that tells you to check or update your information, such as a password (for
any reason), do not use the link in the email, even if it looks like it came from your bank or
creditor. If you enter your login information for an account from a fraudulent email, hackers will
have access to your information, and therefore your account. If you think the email is real, log
directly onto the company or bank's website and check your records there. You can alternatively
call the company or bank to verify an issue. This way, if the email in question is a phishing scam,
you know to avoid it and the company can check to see if there has been a security breach on
their end and address it accordingly.
On that note, just never click a link from an unknown sender (and it’s not only emails —hackers
are even opening fake dating profiles these days with links in them)! You don’t even have to
enter a password into a fake website for hackers to get sensitive information. Sometimes, visiting
a website is all you have to do to give them access to your computer. For example, some random
link could automatically download a virus onto your computer, or there could be something in
the code of the website that could let hackers get to your personal information. So if the email
seems shady, just stay away!
There is another type of email phishing scam that’s easier to spot than the first one. These types
of emails typically have subject lines that convey urgency, advertise something, or even trick you
into thinking the email is from someone you know with a subject line like “haven’t seen you in a
while!” Even just sending a reply email to these verifies your existence to the would-be
scammers, so simply not replying is the way to go, because it’s best that senders of these emails
think you don’t even exist. When you avoid opening and responding to emails that don't make
sense to you or that come from people or organizations that you don't recognize, you can avoid
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risking an email security breach. Viruses or worms hidden in these types of emails can render
your computer useless and gather your personal information for hackers to use.
Here’s a little cartoon about phishing: Three fish underwater (a father and his two children) are
looking at a sign attached to a hook coming down from a boat. The sign reads: “We need to
verify your credit card number.” The father fish is telling his offspring: “Don’t take the bait.
Protect your financial information.”

Even if the email is from a friend, but the content looks like it might be spam, don’t click on any
links! Your friend might be the victim of a scam or hackers (maybe they clicked a link they
shouldn’t have or got tricked by a dating profile), and if hackers got into their account, they
could send emails from your friend’s account to their entire address book. Also, be doubly
suspicious if an email ends up in your spam folder. Keeping your antivirus protection updated
and turned on can also reduce your risk in this area.
Don’t be too worried, though, there’s a bright side! A lot of these emails are pretty easy to spot
just off their bad grammar, since many spammers are overseas and have a poor command of
English. So if something opens with a sentence like “if it will be kind of you, may I know your
wish to write me direct with my email address at…,” just chuckle at the ridiculousness and click
“delete.” And yes, that’s the content of an actual spam message!
Don’t Give Away Your Computer Along with Your Identity
Don't accidentally on-sell or give away your identity details. When you sell, donate, or throw
away your computer, be sure to wipe out all of your information first, including any files or
stored passwords in the browser. Ideally, you should restore it to the factory settings. This will
prevent the spread of sensitive personal information, the ability of people to imitate you online,
and also any embarrassing emails you forgot to delete. This is a common sense security
precaution that people often forget.
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Shop and Bank Online with Caution
Never, ever go to a website directly from a random email and start making purchases. Go to the
site through a known and trusted URL or by searching for it on a search engine first. You can
also keep a separate credit card, just for online transactions to ensure that thieves cannot infiltrate
all of your finances if they have access to a single card (and so you can cancel a card if it gets
infiltrated, without messing up your everyday transactions because you don’t have any cards to
use). This is a particularly good strategy if you have personal attendants, family, or friends who
help you make purchases online. This way, they may only have access to one card, and you can
keep the limit on this card low and easily track any purchases. This tip can overall protect you
from a security breach online and in-person.
Use Passcodes for Your Electronic Devices
Secure your electronic devices with passcodes and be wary of what information you keep on
your devices. You (hopefully) lock your doors to prevent your home from being easily
burglarized, so why wouldn’t you lock your devices to prevent information theft? Set a passcode
on your mobile phone, tablet, and computer to keep thieves from easily accessing your
information.
There is another component to the security of devices that many easily forget — it’s what you
keep on your devices! You obviously should not keep bank PINs and other sensitive financial
information on your devices, but you should also consider what information you list in the
“contacts” section of your device. When they steal phones, thieves have been known to message
people who are listed as “hubby,” “mom,” “dad,” and others with relationships disclosed in the
victim's contacts, in order to gain access to bank PINs and other financial information. Sadly,
this means that you probably have to get rid of all the winky faced and heart shaped emoticons
next to your contact names. 
Don’t Reveal Personal Information over the Phone
Be cautious of scammers posing as business representatives asking you to relay your Social
Security number, credit card information, or bank account information over the phone. A
legitimate business will never call you unsolicited and ask for this information and if you are
already a customer of a business, they will request you come to the business to provide them
with this information. You should always give personal financial information in person to ensure
your information is going to a verified, trusted member of an organization.
Control Your Own Transactions
If you have a personal attendant, family member or friend who assists you with finances and
banking transactions, it is best that you limit the amount of information they have about you. For
instance, if an attendant accompanies you to your bank to withdraw money, avoid using an ATM
because your attendant may have to type out your PIN number for you. Instead, go inside a bank
and either have your attendant pass the bank teller your bankcard or ask a staff member for help.
Then, give them your photo ID to confirm that it’s you, instead of telling somebody your PIN.
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And let’s say that you are on your own, need some cash, all the banks are closed, and you can’t
easily reach or use an ATM. In that case, never ask a stranger for help with your card and cash!
Instead, try to find alternatives. I actually go to the grocery store and buy a $1 pack of gum, then
just ask for some cash back. I still get my cash, I don’t risk being robbed, and I get some gum to
chew on. Win-win-win!
Depending on your disability, though, you might need help with things like entering your credit
card number online or using an ATM. If that’s the case, consider limiting the number of people
that actively help you out (say, only have one attendant that helps you with online shopping or
going to the bank). Also, always check your bank statements to make sure that things line up
with your actual purchases and withdrawals. Things could be happening online, but attendants
could even grab a credit card from a wallet in the middle of the night. Speaking of thieves, it’s
not a bad idea to keep track of the cash you have in your wallet, either. Even if you really trust
somebody, it’s better to be safe than sorry! We’ve heard plenty of stories of personal attendants
and family members stealing hundreds or thousands of dollars, and the person with a disability
said they had trusted them completely. One more tip: If somebody who knows your PIN or
passwords no longer needs access to them to help you — say, they move away or aren’t your
attendant anymore — just go ahead and change the PINs on your cards and accounts. It doesn’t
do any harm (there’s not much trouble to remembering a new PIN or password, especially after
using it a couple times) but can keep you safe moving forward.
OK, so we aren’t advocating looking over your shoulder and being suspicious of the folks that
help you out. The good thing about this is that these are reasonable things to do either way.
Double-checking your bank account transactions and making sure you have the right amount of
cash covers other bases, such as identity theft, credit card theft, or some sneaky pickpocket
taking cash out of your wallet.
There is just one last component to keeping your digital information safe!
Monitor Your Accounts Regularly
People who steal your banking or credit card information might not empty your account entirely.
Instead, they could be making small purchases that you otherwise wouldn’t notice. In their mind,
that might actually be better, because they can take out more over the long run and it’ll be harder
to track them down! So check your credit card and bank statements (either in print or through
online banking) regularly, double-check each purchase to make sure that nobody is making
fraudulent transactions, and alert your bank immediately if you see anything unusual. This
actually happened to my buddy Mike a couple months ago. One day, he was double checking my
bank statements and noticed that there was a $45 charge for a Metro pass for the London
underground — yet he’s living in California! After going through his statements, it turned out
that someone in London had been buying a $45 Metro pass every month for the previous 6
months (but strangely, that’s all they were buying). In total, it was almost $300, but because the
thieves broke it up month-by-month, Mike didn’t even notice. A bit panicked, he told his bank
staff immediately. Luckily, they were able to refund him the charges and replace his credit card,
which was a bit of a hassle — he had to change all of his automatic online and in-person
accounts — but everything turned out OK in the end. Now, Mike checks every bank and credit
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card statement at the end of the month, and sometimes more often than that. No more London
underground passes on his dime!

A staff member for the London subway with a huge (!) colored Mohawk
Keeping Your Information Safe While Out and About
Now that we have gone over some tips for digital security, let’s go through some important tips
for protecting your identity when you are out and about.
Watch out for "Shoulder Surfers"
That person behind you in line at the ATM or at the supermarket may just be another shopper, or
they could be paying close attention to you in hopes of seeing your account balance or PIN.
Then, if they are pickpockets and take your ATM card right afterward, they can empty your
account almost immediately. So when you’re doing cash transactions, shade the monitor area
with your hand as you type in your PIN and try to block others’ view of the screen. An audioonly option on some ATM machines that turns off the visual display is a useful security feature
used by many visually impaired bank account holders. If your bank doesn’t offer this ATM
feature, it might make a good suggestion to make to the manager. Even if you do not have a
visual impairment, you should bring a set of earphones sometime and give it a try.
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Watch What You Carry
You should not carry a lot of identifying information in your wallet, purse, or phone. Avoid
carrying credit/debit cards (or anything that can be used like a credit card, such as a debit card
with a VISA logo) if you don’t need them. If you must carry credit cards, try to carry only one,
and write "See ID" next to your signature on the back. You can also change all your credit cards
to a PIN only option, if possible. Don’t carry extra blank checks, your passport, Social Security
card, or any other ID that you are not planning to use that day. These precautions will prevent
you from widespread account breaches that would occur if a thief were to get their hands on your
purse or wallet. Understandably, you might need your passport and other IDs to go on vacation,
but you probably don’t need to carry it with you to buy produce from your local grocer.
Now that we’ve reviewed what to carry — and not carry — in your wallet or purse, let’s go over
how to carry these items safely.
Safe Transportation
Carrying your wallet or bag safely can also prevent ID and credit card theft. Most thieves are
plenty skilled at reaching into bags, purses, and even pockets to swipe a wallet away. So be
careful about which things you put your wallet in, and where you place them! So don’t just leave
your wallet or purse in a jacket or coat pocket that is hanging on the back of a cafe or restaurant
chair, or even in a shopping cart while you shop. If you have a purse with long-enough straps or
a cross-body style bag, wear it across your body, so it can't easily be pulled right off your
shoulder by a thief. You might want to make sure your fanny pack can’t be easily unsnapped
from your waistline, you know, if a fanny pack fits your style. And remember that people are
called pickpockets for a reason! So if you keep your wallet in a pocket, put it in the front pocket
instead of the back, because it’s easier to notice the thief that way.
Some folks who use wheelchairs can’t carry their wallet in their pockets, because it’ll be difficult
to access, and keep a small bag on the side of their chairs to hold it (one of the EQUITY team
members does). If that’s the case, make sure that the bag is securely attached to your wheelchair
and zipped up at all times. You can even get a wallet with a little ring on it, and attach it with a
chain to the side of your chair or your pants’ belt loop. Then, even if somebody tries to take it
out, they’ll have a hard time and you’ll probably notice the tugging.
Having your wallet stolen is one of the more frustrating types of theft, because you have to
replace everything that was in it. That means going to the DMV to get a new driver’s license or
ID card, calling your health insurance provider to get a new insurance card, and of course doing
the credit card deal. Some things will even be lost forever, such as any cash you had or that Ben
& Jerry’s gift card your grandma gave you for your birthday (and we know how much you love
ice cream). On the one hand, that’s one reason to keep your wallet extra secure. On the other
hand, it’s also a reason to limit how much you keep with you at any one time.
And remember that whole deal about not keeping passwords and other sensitive information on
your cell phone? Well, pickpockets these days look around for cell phones just as much as for
wallets. On the one hand, they can sell a cell phone for lots of money; on the other hand, they
can go through its sensitive info to steal someone’s identity and everything with it. So keep your
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phone secure and your eyes on it. One EQUITY team member, who uses a wheelchair, rolls
around with his phone in his lap. One night, he was out with some friends in a place with low
lighting, just having a good time. Then, when he went to grab his phone at the end of the night, it
was completely missing! Somebody had actually reached into his lap without him noticing and
took the phone right out. Use that story as a word of caution (well, a few words, if you want to be
all grammatical about it). Treat your phone as you would your wallet, even if you keep it
somewhere that your wallet wouldn’t sit.
Of course, even if you take tons of precautions, it’s impossible to completely prevent theft. So if
your wallet or cell phone is stolen, tell your bank and phone company right away. Ask your bank
to cancel your credit cards, or tell your phone company to remotely “kill” your phone, which
makes it unusable and wipes all of the info off of it. Even if your bank is closed, you can log into
your account online or call 24/7 customer service and put a hold on your credit cards until you
cancel them during business hours, and some cell phone websites provide the same service. As
for the cell phone bit, it’s easy to hope that you’ll get it back, but that’s almost never the case. So
unfortunately, you’ll probably have to swallow that hope and kill the phone before the thieves
get any sensitive info.

A warning sign saying “High risk pickpocket area”
Don’t Display or Leave Personal Information in Your Car
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You should never leave items openly displayed on your dashboard or car seat, because thieves
might break in and try to steal them (nowadays, it’s practically an invitation). It’s important any
time of day, too. A skilled thief doesn’t have to break open your side window to get your stuff,
because many can pick a lock without anybody noticing. Obvious valuables like a wallet on the
dashboard should definitely be avoided, but so should be bags or anything that a thief could think
might contain valuables. You might be saying to yourself, “Why should I worry if I leave a
backpack with some notebooks and gym clothes in the back seat?” Well, if they break in, it’s a
huge pain to get a lock or window fixed. But it’ll also give them the opportunity to search
elsewhere, and maybe they’ll find a purse or laptop in the glove compartment that’ll give them
personal information. And on that note, you should avoid leaving personal info in the car in the
first place, because even a random break-in not inspired by a backpack could expose you to
identity theft. So long story short, don’t give thieves inspiration to check out your car for
valuables, and don’t leave personal info inside, just in case they do break in!
Another tip is to avoid leaving insurance and registration cards, garage door openers, and GPS
systems with your home address (yes, those do still exist!) easily visible in your car whenever
possible. There are stories of thieves using that info and devices to find someone’s home, and
break in when they are away. My friend Steve, who’s unlucky enough to be a Chicago Cubs fan
to begin with, went to a game and parked his car in a visitor lot. Steve (who could probably get
lost in his own driveway) left his GPS mounted prominently on his car dashboard. Thieves broke
into the car, took the GPS and a garage door opener. They then used the GPS to find Steve’s
saved home address and used the garage door opener to gain entry to the house. Knowing the
length of a baseball game, the thieves knew they had plenty of time to ransack the house, before
he even got home. Steve no longer leaves his GPS and garage opener in clear view in his car, and
even uses the address for a landmark close to his house as “home” in the GPS, so that any wouldbe thieves would be confused. Pretty smart for a Cubs fan!
But wait, there’s even more to protecting your information! (And I know it’s been a longer
chapter, but we’re almost done. I promise). So let’s check out some things you can do at home,
just in case someone breaks in.
At-Home Security
When most people think about being robbed at home, they imagine somebody breaking through
a window. But somebody could steal your identity by grabbing mail out of your mailbox or even
fishing through your recycling bin for billing statements. We’ve talked plenty about digital
security for your finances, but sometimes protecting your identity at home is just as important.
So check out these tips for at-home security.
Shred Any Documents with Identifying Information
It’s not just raccoons that go through garbage these days. Thieves will sometimes fish through
the trash as well (or if they care about their hygiene, paper recycling). So if you’re not careful
with what you throw away, anyone with access to your garbage or recycling bins outside of your
house will also have access to your information. That’s why it’s important to be careful with
your tossed paper documents. So shred everything! Don’t just throw your old billing statements
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and other documents containing sensitive information into your garbage. Invest in a crosscut
paper shredder and completely destroy any piece of paper that has your credit card number, your
Social Security number, or your bank account number on it. Definitely shred pre-approved and
other credit offers (like when they send you blank checks). Better yet, call your bank and all
major credit card companies and request that they don’t send those things in the first place. And
if you don’t have a shredder, check with your office staff or bank to use theirs.
Protect Your Snail Mail
First off, make sure that your mailbox is locked and secure. If it isn’t, or if it’s in an area where
others can access it easily, talk to your landlord or a handyman to see if they can add some sort
of lock (or even a slot in your front door). Either way, pay attention to your mail, especially if
you don’t have that lock yet. Check that you receive all of your billing statements on time to
make sure a thief hasn’t snagged them. And if they’re not on time, call your bank right away to
let them know. Sometimes the mail carrier accidentally puts things in other people’s mailboxes,
but it’s a useful precaution no matter what. Most banks also offer paperless statements via email
or smartphone, and those are a great way to go. If you still want a paper statement, you could just
print out the digital copy at home and file it away. I actually keep a password-protected folder on
my computer with all the digital copies, which is way easier to manage than a bunch of paper —
and better for the environment!
If You're a Victim
So unfortunately, no matter how much you do, there’s always a chance that someone will gain
access to your personal or financial information. And we all slip up every now and then. If it
happens, though, acting quickly and being thorough are absolute necessities to minimize damage
to your reputation and funds — and eventually build them back up to baseline. Here’s what you
should do, right off the bat, to make that happen.
Always Act Quickly
OK, so first off, don’t panic! Having your identity stolen can be tough to deal with, but you can
minimize the damage by contacting relevant financial institutions as soon as possible. Depending
on what was stolen, you may need to do everything from canceling a credit card to reporting
identity theft to the IRS and major credit bureaus. www.identitytheft.gov provides a list of
recommendations, including what to do right away to prevent more fraud, and what to do over
time to restore your funds and reputation.
Some of the immediate steps are to contact the financial institutions where the fraud occurred
(for example, your bank if a credit card was stolen); place a fraud alert with the national credit
bureaus and request a credit report to double-check; report identity theft to the FTC; and file a
police report with your local police department. Your next steps include closing new accounts
opened in your name, removing bogus charges (such as that monthly London underground pass),
correcting your credit report, and considering an extended fraud alert or credit freeze. Some of
these might sound drastic, and the next steps might take some time, but they are super important
to prevent further damage — or giving some dude free subway rides.
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Prepare Yourself for the Footwork and Effort Needed to Restore Your Reputation
Depending on your situation, reducing the damage from identity theft and restoring things to
normal can take some serious time and energy. Many identity thieves actually count on people
not covering all of their bases, which allows them to keep siphoning money and ruining credit
going forward. So don’t give them that opportunity at your expense. Invest the necessary time
and energy, and be extra thorough to make sure you’ve really protected yourself for the future.
First off, assess your damage and the potential for more. If someone just stole your credit card,
you might just need to call a bank to cancel the number and get a new card send over. But if they
got your Social Security number and have opened accounts in your name, you’ll need to get
those accounts closed, report the identity theft to the major credit agencies and federal
authorities, and put a temporary freeze on any future credit lines. A full list of steps is available
at www.identitytheft.gov or in the Federal Trade Commission's Identity Theft Clearinghouse.
As you go through all of this, make sure that you keep records along the way so that you can
prove that you’ve taken the necessary steps if someone else makes a mistake, or if you need to
go back and double-check whom you contacted at some point. This includes copies of any letters
you sent, details of any conversations you’ve had (whom you spoke to, when you spoke, and
what you talked about), and documentation of any fraudulent activity. And finally, don’t just
throw these records away when you think you’re in the clear. Issues around identity theft can pop
up months or even years later. For example, someone can hold onto your Social Security number
for a while and open a new credit line a couple of years down the road. So acting quickly, being
thorough, keeping records, and staying vigilant are vital to keeping your identity safe long into
the future.
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Chapter 6: Homeownership
Savings and Mortgage Strategies for Your First Home
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Over the last decade and a half, perhaps no topic has been more popular to our readership than
homeownership. Homeownership has remained a great long-term financial investment, offering
the opportunity for stable housing costs over a 30-year period, annual tax deductions, and slow
but steady capital appreciation as you pay off your mortgage. That’s even been true following the
2008 – 2009 housing crisis, believe it or not.
This chapter of EQUITY will focus on the nuts and bolts of homeownership, and the
opportunities and strategies to buy that first home. This is also the longest chapter because, well,
a home is likely the largest purchase anyone will ever make, and purchasing one can get a bit
complicated. Even for folks without disabilities who have fabulous credit and plenty of money in
the bank, buying a home can be a lengthy process.
Think of it as kind of a marathon: It takes a lot of consistent effort, planning, and savings to buy
your first home. But it’s entirely worth it as a means to establish independence and build up
equity. So read this chapter, make a plan, and you’ll be well on your way to making
homeownership a reality!
OK, so first, let’s dispel one big myth: that disability is a barrier to homeownership. You may
have heard that myth through the grapevine or in the media, and it could be stuck in your head.
But hear this! The truth is that disability, in and of itself, is not a barrier. Not even those dreaded
benefits asset limits can stop you from becoming a homeowner. Most people don’t know it, but
SSI and Medicaid both allow for folks on benefits to own their own home! Of course, your
options will increase given the money and cash flow you can generate, but there are options for
almost everyone. Just build the right team, then save money, manage your debts, tap into special
programs, and be flexible.
So long as you are focused, patient, and willing to be realistic, you can achieve your goals. And
it’s true that maybe you won’t be able to afford a mini-mansion, but who wants the electric bill
to power a mansion anyway?
Advantages to Homeownership
Remember, homeownership is not a get-rich-quick scheme. Instead, it is a build-wealth-slowly
plan. The first and probably biggest advantage to owning your home is that, generally speaking,
your monthly mortgage payment will never increase. We very strongly urge people to only
consider a home mortgage with a fixed rate over the term of the loan — or what is called a fixedrate mortgage. This means that your payment in year number 1 will be the same as your payment
in year 5 and even year 30. Just think about that: How would you like the security of knowing
that your housing costs today will be the same in 25 years? And, on the other hand, do you think
that rent will increase or decrease over the next 25 years? No way! Just compare those stable
mortgage payments to the recent inflation of rents all across America. Since 2010, rents have
risen faster than inflation, for a 14% to 30% jump depending on location. So in the long term,
owning a home is the way to go!
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But wait, there's even more good news! While a fixed-rate mortgage will never go up, there is
the possibility that through refinancing, your mortgage could even go down! Here’s how
refinancing works: Over the last decade, interest rates have dropped, offering homeowners huge
savings. For example, in 2006, someone with good credit could acquire a 30-year mortgage at a
7% interest rate. On a loan amount of $200,000, that would result in a monthly payment of about
$1,337. However, interest rates declined over the next few years, so by early 2009, that same
$200,000 mortgage could be obtained with an interest rate of just 5.5%, resulting in a monthly
mortgage payment of $1,136. Interest rates have declined even more in recent years, and since
2012, people with good credit have been able to secure an interest rate of around 4%, resulting in
a monthly payment of only $958 for that same $200,000 mortgage. Thus, a home buyer with
good credit who bought her home in 2006 for $200,000 and refinanced in 2012 would have been
able to reduce her mortgage payment by approximately $400 per month.
Below is a bar graph illustrating the national average cost of a monthly mortgage payment
compared to the cost of renting, highlighting the years 2006, 2009, and 2012. Back in 2006, a
mortgage was actually more expensive than renting by a ratio of $1,330 to $1,000. But in 2009,
average rents went up to $1,150 while mortgages actually dropped just below rents, to $1,136.
By 2012, rents had jumped up to $1,296.50 and mortgages fell to an impressive $958! There are
a couple key points to notice here. The first is that rents almost always continue to rise, and
there’s no way that you can control them. And on the flipside, any time mortgage options get
better (usually due to low interest rates), homeowners can refinance and take advantage of new,
cheaper mortgages. Better yet, you can even refinance if your credit rating improves
significantly, showing that personal financial responsibility has many, many benefits!

Want to see how different interest rates will change a monthly payment over the life of a
mortgage? Check out this awesome mortgage calculator (http://www.mortgagecalculator.org/ ),
which lets you put in everything from the loan amount to the interest rate, and even things like
property taxes! You can even see how much you will have paid in interest over the life of the
loan. Pretty cool stuff, right?!
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Another advantage to homeownership is that there are significant tax advantages. That’s because
the mortgage interest and property taxes that a homeowner pays are generally deductable against
your income taxes come tax day. This isn’t such a big deal if you have little or no taxable
income, but the deduction can provide substantial financial savings for people with employment
income.
Lastly, homeownership also provides an unparalleled opportunity for personal autonomy and the
ability to put down roots in a community. Now, we don’t know about you, but we’d rather like
autonomy, and this is why: When you own a home, no one can tell you what color to paint your
walls or force you to move. So, do you want a pink dining room? You can do that! Want to have
teddy bear wallpaper in the kitchen? You can do that! Want a run for your service dog? A yard
for your kids? A wall-mounted big screen TV for your bathroom? (Why would you want that
anyway… oh, never mind, it’s your house. Go for it!) Owning a home also makes you part of the
community. You’ll become someone with a stake in the town, someone who knows the people in
their neighborhood, and an equal property tax payer! In the end, having a home isn’t just about
changing where you live; it’s also about changing how you live.
How It Really Works
OK, so enough with the cheerleading! Here’s how home purchasing works. Let’s say that you
want to buy a home; you get that it’s a good long-term investment, a nice tax deduction, helps
you put down roots in a community, and has the happy additional benefit of actually giving you a
place to live.
Now, let’s say that the home’s purchase price is $200,000 (this was the median home purchase
price in the U.S. in July 2015). Seems like a lot of money, but here’s how it actually works. First,
you will need to save a down payment, which is a certain percentage of the purchase price, and
then a bank will loan you the rest of the purchase price in the form of a mortgage. Then there are
the yearly property taxes, homeowners insurance and the one-time cost of closing costs. Some
buyers may also have to pay mortgage insurance and a homeowners association fee.
So check out this example:
Home’s purchase price: $200,000
10% down payment: $20,000 (or 10% of the purchase price)
Remaining mortgage amount: $180,000 ($200,000 purchase price minus the $20,000 down
payment)
So, this leftover mortgage amount, or the “principle,” is what your monthly mortgage payment
will be based on. The bank will take that principle and loan it to you at a certain interest rate over
the 30-year mortgage. But here’s the catch! Instead of that mortgage going up every month with
inflation, the bank will break it into even payments every month, over the entire life of the
mortgage. This is called a fixed-rate mortgage, and it’s the kind we recommend.
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At today’s interest rates, which are historically low, a 30-year mortgage for $180,000 at 4%
means a monthly mortgage payment of principle and interest of only $859. Most people don’t
know this, but the interest on your loan is deductible from your federal taxes. So paying that
$859 per month could actually reduce your tax burden — yet another benefit of owning a home!
Great news (well, depending on how you feel about taxes)! Once you buy a home, you also get
to pay property taxes every year, usually about 1.25% of the purchase price. But just like the
interest on your mortgage, property taxes are also deductable from your federal taxes. In this
case, 1.25% of the value of the home is $2,500, so broken down across the year, you’d be paying
$208 per month.
Now, since the bank has loaned you all that money to make your homeownership dream come
true, they will require you to annually show that you have homeowners insurance, generally
estimated at about $900 per year, or $75 per month.
So adding it all up, we can purchase this $200,000 house with a down payment of $20,000 and a
full monthly payment of $1,142. That’s the $859 mortgage payment plus $208 in property taxes,
plus $75 for homeowners insurance. That’s not too bad, right?
Now, that $20,000 represents a 10% down payment. But when the down payment is less than
20%, there is an additional expense called private mortgage insurance. This insurance protects
the bank (not you) in the event that you can no longer make your payments. It is generally
estimated at about 0.5% of the mortgage amount. So in this example, it will be about $1,000 per
year, or $83 per month, added to your regular mortgage payment.
Think about it, though: When you put in a smaller down payment, you’re already going to have
higher monthly payments because there’s more left on the loan. A smaller down payment often
also comes with a higher interest rate, which will bump the monthly payment up even more. And
finally, the bank will tack on private mortgage insurance. So by doing a smaller down payment,
you’ll be paying well over $100 more per month — definitely not worth it if you can find a way
to make that 20% instead!
Condo or HOA Fees
There’s another expense for those who want to buy a condo or a home in a planned community.
These developments often include homeowner association (HOA) fees in addition to all the
above expenses. These HOA fees cover things like shared grounds maintenance, upkeep of
shared building space, such as roofs or other common areas, and extra amenities, such as a
fitness center or swimming pool. Be sure to ask your realtor or your lender about these fees —
and be aware that sometimes, they can be quite significant.
Closing Costs and Upfront Cash
Lastly, there are closing costs. These are expenses associated with buying a home that are not
included in the price, such as the appraisal, home inspections, loan fees, title/escrow fees, and
taxes. You should expect the total amount of these closing costs to be anywhere from 2% to 4%
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of the price of a home. So, if you buy a $200,000 home, closing costs will likely be between
$4,000 and $8,000.
Now, these fees are usually paid by the buyer, but banks are now offering an option where they
give you cash up-front and just raise your interest rate to offset the costs. That cash can be used
for closing costs, but you could also spend it on other things, such as a moving truck or some
initial home maintenance. Because moving into a new home has more costs than just the
mortgage, these options can be a great way for cash-strapped buyers to cover all the costs of
getting settled.
For example, a friend who recently purchased a home had the choice between the three following
mortgage scenarios. For all three, she purchased a $325,000 home with a 20%, or $65,000, down
payment, which left her with a $260,000 loan. Closing costs were $4,875 — not bad for a
$325,000 house!
Option #1:
$260,000 loan with a 4% interest rate, and the bank provides $325. This would be $1,241.28 per
month on a 30-year mortgage. It wouldn’t give too much towards closing costs but that extra
$325 could help round things out.
Option #2:
$260,000 loan with a 4.125% interest rate, and the bank provides $2,600. This would be
$1,260.09 per month over 30 years, and cover just over half of the closing costs. It ends up in
being $18.81 extra per month compared to the 4% loan, which adds up to $6,771.60 over the 30year mortgage.
Option #3:
$260,000 loan with a 4.25% interest rate, and the bank provides $4,875. This would be
$1,279.04 per month over 30 years, and cover all the closing costs. It ends up being $37.76 extra
per month compared to the 4% loan, which adds up to $13,593.60 over 30 years.
Now, getting more upfront cash ends up costing you more money in the long term, but it isn’t all
that much more per month. And for a lot of people, the decision is worth it if they would
otherwise have a hard time with upfront costs. So always keep in mind closing and moving costs,
and check out those mortgage options if they might work for you!
One final note is that upfront cash might be useful for accessibility modifications, such as
installing a ramp or a roll-in shower. So if that’s something that you need and would rather roll
into your mortgage rather than take out a whole other loan for, check in with your mortgage
provider to see if it’s a possibility.
Saving Up
OK, I know what you’re thinking, and it goes a little something like this: “How the hell am I
supposed to save upwards of $20,000 or more to buy my first home?”
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Well, we won’t sugar coat it. It’s not easy. It takes determination, hard work, living below one’s
means, and coming up with a plan. However, there are lots of first-time buyer programs that
make it doable for just about anyone with reasonable credit and the commitment to see the
process through. Remember, as someone once said: “Anything worth having is worth working
for.” It also takes some solid planning and follow-through. We’ve thrown together some great
savings strategies in our chapter on budgeting, so check that out to start planning!
One important thing to remember about saving money: All money you have saved must be
documented. That means it must be in a bank account somewhere or in some other documentable
fund, such as an investment portfolio (that can be cashed out for the down payment and fees), for
at least six months. Bottom line: You cannot use hidden or found cash for your home purchase
expenses when getting a mortgage loan. So empty those piggy banks and mattresses long before
you begin the mortgage process!
Down Payment Strategies and Opportunities
We get it; saving money has been tricky for people with disabilities who rely on benefits that
have asset limits attached to them. For example, folks on Medicaid can’t have more than $2,000
in the bank without losing their benefits, while people on SSI can’t have more than $3,000. But
there are actually two great ways to get around those asset limits: ABLE accounts and federally
funded Individual Development Accounts (IDAs).
CELEBRATE THE SAVINGS!
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Achieving a Better Life Experience (ABLE) Act
Here’s the deal on ABLE accounts. These are the coolest things ever — seriously — ever! Talk
about autonomy and independence, these accounts are the bomb! See, Congress recently passed
the ABLE Act, which allows people with disabilities to save significant amounts of money in
special ABLE accounts and still keep their benefits (up to $100,000 and still keep SSI, and up to
$300,000 and still keep Medicaid) and put in up to $14,000 per year. These ABLE accounts can
be used for certain disability-related expenses, including housing — be it down payments,
closing costs, mortgage payments — or even housing modifications like bathroom remodels. So
now, anyone with a disability can save up for a new home!
Individual Development Accounts
OK, so these aren’t as available as much as they used to be, but they are still really cool in their
own right. Some nonprofit agencies in some communities offer savings plans for people with
low incomes, specifically to be used toward homeownership, that are protected from the asset
limits discussed above. These plans, called Individual Development Accounts (IDAs), are
“sheltered.” A special bank account is set up, and all the money that is deposited into the account
does not count towards the $2,000 or $3,000 asset limit.
And here’s where IDAs get really cool! For folks who have trouble saving money, IDAs have a
response. “Well,” says the IDA program, “what if we paid you to save?” That’s because, for
most of these special savings plans, the nonprofit agency will match your contribution! For
example, if you put in $25 per month, they will contribute $25 under a 1:1 match setup, or
sometimes even $50 under a 2:1 match.
“Thanks, IDA!”
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So check out this little chart. It shows how much money you could have after one year of
monthly IDA contributions, under both a 1:1 match and a 2:1 match. If you contribute $25 per
month ($300 per year), after one year, you’ll have $600 using a 1:1 match and $900 with a 2:1
match. Contributing $50 per month ($600 per year) gives you $1,200 with a 1:1 match after one
year and $1,800 with a 2:1 match. And if you put in $100 per month ($1,200 per year), after one
year, you’ll have $2,400 with a 1:1 match and a whopping $3,600 with a 2:1 match!

IDAs are a fantastic way to save because not only are the funds protected but you basically get
“free money” as you go along!
Typically, there are some limitations with IDAs. Usually, the maximum savings are limited to
only a few thousand dollars, but that can be enough to get rolling with a down payment. There is
also generally a period of time that monthly contributions are required — often 12 months and
longer — before the money can be used for homeownership. Finally, participants are often
required to take classes on financial education, specifically geared toward homeownership. IDAs
are a fantastic additional resource for first-time home buyers, give folks a huge advantage in how
they go about homeownership, and result in super high success rates for IDA participants.
Down Payment Assistance Programs
Some cities, especially in larger and more urban areas, offer help to buyers on their down
payments. With these “municipal assistance programs,” you may be able to reduce your portion
of the down payment to as little as 1% of the home’s price. These are pretty cool, and they are
kind of like grants with a little tweak. See, down payment assistance funds do not require
monthly payments, but instead require the borrower to pay back the “down payment assistance”
amount when they sell the house and/or share some of their profits from the sale. So you get the
money upfront, save plenty on your monthly mortgage, and you might even avoid things like
mortgage insurance premiums, which can save you even more. Cities use down payment
assistance programs to help people settle down and have more stable finances, and they are great
(and highly underutilized) option to check out.
There are also some lenders who have in-house programs that can help qualified buyers, so you
might be able to reduce your portion of the down payment to as little as 0.5% of the home’s
price. Sometimes these programs are simple interest loans; sometimes they are an actual grant
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that you never have to pay back. These programs change all the time, so get together with a
realtor who knows the area or simply Google the city where you wish to live, followed by down
payment assistant programs or first-time buyer programs. Then, see what comes up and do your
homework on what program will work best for you.
Finally, you may be able to get help from family or friends to assist with the down payment.
Gifted funds are allowed on most types of loans and can also help you secure a loan if you have
limited funds in your savings. It’s important to note that there are tax implications for the person
providing the gifted funds, but the amount of the gift is usually not limited.
As a quick note, Medicaid may require that an individual’s savings or assets be used to recoup
medical costs after that person passes away. So if you’ve bought a home and it’s sold after you
pass away, some of the proceeds (but usually, not all) might be transferred to Medicaid. This is
an important thing to consider if you are viewing a purchased home as an asset to gift to your
children. If this is something that matters to you, talk to a local benefits counselor to understand
the implications and how you can navigate them to do what’s best for your family.
Credit Scores
You’ve probably heard about credit scores, and you might be asking yourself: What is this thing,
and what does it mean if I’m buying a home? Well, a credit score is a measure of how likely
banks think you are to pay money back. The higher it is, the more they trust you to pay the
money back. If you have a higher score, you get lower interest rates on your loan, which means
smaller monthly payments. We actually have a whole chapter on credit, so if you want to know
about it in-depth, head on over that way!
Here’s the important part when it comes to buying a home: If you have a low score, your
mortgage will cost more per month. But if you have a good score, you can save thousands! So
how important is your credit score when getting a mortgage? Well, they can be pretty darn
important. To demonstrate, check out this little example.
So once upon a time, there were two home buyers, both of whom had a $200,000 mortgage.
Buyer number one had a really good credit score and qualified for a great 30-year fixed-rate
mortgage at 3.5% interest. That resulted in a monthly payment of $898.09. Buyer number two,
who had a lower credit score and only qualified for a mortgage at 5% interest, had a monthly
payment of $1,073.64. They might even be neighbors, living in the same area, in similarly sized
houses, but buyer number one is paying $175.55 less per month! So, let’s think about that: over
$175.55 saved each month, every month, over the length of the 30-year mortgage. So, by the end
of the mortgage term, buyer number two will have paid $63,198 more for the home than buyer
number one ($386,510 instead of $323,312)!
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This graph shows how important a good interest rate can be, and how much money it can save
you. The columns show monthly mortgage payments for different interest rates, from 3.5% to
6.0%, with a $200,000 loan on a 30-year fixed-rate mortgage. A person who borrows at 3.5%
interest has a monthly payment of $898; someone at 4.0% pays $955; someone at 4.5% pays
$1,013; at 5.0% it is $1,074; at 5.5% it is $1,136; and someone at 6.0% pays $1,199. As you can
see, every one-percent jump in interest adds a good $120 onto the monthly payment, which adds
up to over $40,000 over the course of the loan. That’s a whole lot of money!
“Prepaying,” a Great Mortgage Savings Strategy
Many mortgage loans provide the opportunity to “prepay” your mortgage ahead of schedule by
making increased monthly or other additional payments. This strategy can significantly reduce
the length of your mortgage.
The DailyWorth gives a great overview and this example:
“If you borrowed $100,000 on a 30-year loan at 4 percent, your monthly payment would be
$477. If you make 13 payments a year instead of 12, you would save over $10,000 in interest
over the life of the loan and reduce your total loan term by four years.”
A Thought on Realtors
Generally speaking, a realtor will be your main point person for arranging the logistics and
details of your home purchase. Your realtor should be able to connect you with the appropriate
lender and/or loan program and insurance for your situation, help you find the right contractors
for repairs or accessibility modifications, and be able to answer any other questions you may
have around the process. People with disabilities may have particular or unique needs when
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buying a home, and they should be able to communicate these needs to their realtor. For
example, someone might need a home that has a roll-in shower, with a ramped or stair-free entry,
and is close to public transportation and shopping. Remember, your realtor works for you, so
find someone with whom you are comfortable and don’t be shy about getting your needs met.
Check with friends, independent living centers and local real estate professionals to find the best
agent for you.
Getting the Mortgage
For you to get a loan, your maximum monthly total housing costs cannot be greater than 45% of
your adjusted income; 31% or less is much better for securing favorable mortgage terms.
Lenders use your gross (pre-tax) income to determine how much they will lend you and at what
interest rate. The higher your income, the better the mortgage terms you can get. So, as an
example, if you had $1,000 in pre-tax income per month, and your projected maximum monthly
total housing costs were $310 per month, you would be in good shape. Alternatively, if your
projected maximum monthly total housing costs were $500 per month — over 45% of your gross
income — it is unlikely that you could qualify for a mortgage. It is also important to note that
banks will consider other monthly debt obligations you may have. So, if you have a car payment
or credit card debt, it may make it more difficult to qualify for a loan.
One piece of good news: Because SSI and SSDI aren’t taxed, lenders “gross up” that income to
make it equivalent to earnings from work that would give the same take-home pay. So people on
SSI and SSDI get their income adjusted to a higher amount for home loan purposes. People
renting through Section 8 (S8) can purchase a home using the Section 8 Housing Choice
Voucher Homeownership Program. This gives them below-market rate mortgage options, so
they don’t need as high of an income to qualify. We cover that a bit more later on in this chapter.
The Three Main Loan Options
As of 2015, there are basically three main home loan options available in the marketplace. First
are so-called conventional loans. These are offered by banks and mortgage lenders, and typically
require the borrower to provide a down payment of at least 10% of the purchase price. Second
are FHA loans (FHA stands for Federal Housing Administration). These are loans offered by the
very same banks and mortgage lenders, but are insured by the federal government. These loans
are very popular because they allow buyers to provide much smaller down payments — usually
3.5% of the price — and they are typically available for people with lower credit scores. Under
the FHA loan menu, there is even a program known as the 208 loan, which allows purchasers to
borrow up to 120% of the home’s value to cover the costs of accessibility modifications, so you
can do that bathroom remodel without having to scramble for money elsewhere! Finally, there
are VA Loans (VA stands for Veterans Administration). VA loans are only available to veterans,
but many veterans have disabilities. Amazingly, VA loans can sometimes provide 100%
financing. That means no down payment is required by the borrower at all!
Shrinking Your Down Payment
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If you know how to do it right, you can really shrink your out-of-pocket down payment and
sometimes get rid of it entirely! Here’s a simple scenario that works from time to time: You get
an FHA loan that only requires 3.5% down. You combine that with a city program that will pay
2.5% of that, and then you get a gift from a family member for 1% of the home’s price. Your
down payment is 0%!!!
But what about those pesky closing costs? You may recall that you need 2% to 5% of the price
of the property for closing costs. Well, sometimes you can use some of those same city-based
programs to pay for them — or even use some of those family gifts. And sometimes, it’s possible
to negotiate with the seller of the property to pay all or a portion of them for you (so make sure
you’re friendly throughout your negotiations)! And as we mentioned earlier, sometimes the
lender will refund enough money to the buyer to cover the closing costs, in exchange for a
slightly higher interest rate.
Section 8 Homeownership
So far, we’ve talked about ways to buy a home with low income and limited savings. However,
there’s a special program that offers a whole different homeownership pathway that is (generally
speaking) available to people who already get subsidized rent through Section 8 benefits. It’s
called the Section 8 Homeownership program, and is a great way for people with disabilities
getting subsidized rent to move toward homeownership.
Let’s start by understanding subsidized rent. The federal Department of Housing and Urban
Development (HUD) helps people with very low incomes to rent property in two main ways.
One is by providing subsidized housing directly. If you qualify, you can live in buildings that are
run by HUD, and pay below market rent.
The other way that HUD helps people with rent is under the Section 8 (S8) Voucher program. In
this program, a qualified person with a low income receives an S8 Voucher for covering part of
their rent for a regular apartment or house. When they rent a place, the S8 Voucher covers most
of the rent and they only pay a small portion, usually about a 1/3 of the market value. This gives
people a bit more freedom to find a rental spot that works for them, and plenty of people with
disabilities use the voucher program.
Alright, so this is where homeownership comes in, and it’s a pretty cool setup. Starting a few
years ago, HUD started allowing qualified applicants to use their voucher to buy a house, instead
of renting a place. HUD still provides an S8 Voucher, but instead of HUD writing a check to a
landlord each month, it writes the check to a mortgage holder, such as a bank or other lending
institution. The voucher is the same amount as the rental voucher was, and the voucher holder
just has to make up the rest of the mortgage payment.
Here’s the super awesome part about all this. While HUD is writing a check for part of the
mortgage payment, they actually have no ownership interest in the mortgage or the house. And
when the loan is paid off, the property is owned “free and clear” by the S8 Voucher holder! It’s
actually a win-win, because at that point, HUD also doesn’t have to pay a monthly voucher, so
they save money. How about that for a good setup?
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Of course, there are a few things to consider. First off, it takes some work to get on the voucher
program, and the process from start to finish can sometimes take several years (but it’s worth it
in the end). It can also be difficult to find a desirable home in a nice location, given the size of
the voucher. And since vouchers vary from person to person, some people will have an easier
time than others. And finally, the voucher holder has to pay their portion of the mortgage for the
lifetime of the loan, so as with other homeownership pathways, there’s a commitment involved.
Still, it’s almost always worth it in the end, since (as we’ve shown) owning a home is a great
way to build financial stability. So if you are on Section 8, check with your local HUD office and
ask them about options in your area!
Affordability: Looking at the Numbers
OK, so we’ve covered lots of the issues and strategies for buying a home when you have a
disability, and that was tons of fun, wasn’t it? (I mean, especially if you like graphs like I do…)
But sometimes it’s better to see some good examples that show how important these strategies
are. So let’s look at some numbers in a couple of realistic scenarios that have helped real people
with disabilities buy their first homes.
A few points of interest as you follow these examples. First, note that programs and options
change all the time, and vary by area. Check with your local lender and realtor about what
options are available in your location and in consideration of your circumstances — and do some
of your own research to make sure you’re getting the best deal. Second, these examples use the
$200,000 home at 4.5% interest, plus assumptions for other terms (such as down payment
assistance programs) that were realistic in 2015. Don't, however, assume that numbers will be
just like these when you end up looking to buy a home. So when the time comes, go and research
what's out there to crunch the numbers yourself. And remember, there are a ton of great options
out there, so search for all of them to get the best deal possible!
Alright, here we go. It’s example time!
Scenario #1:
Home buyer number one gets an FHA loan with a 4% grant. This scenario is similar to the one
that we mentioned in the first overview section. In this case, the borrower buys a $200,000 home
and gets a federally insured FHA loan, which tends to have lower down payment requirements,
with a 10% down payment at 4.5% interest. The 10% down payment is $20,000, but he is also
able to obtain a 4% grant (for $8,000) from the lender, plus a $10,000 gift from family. That
leaves him with $2,000 he has to pay out-of-pocket, which is exactly what he was aiming for,
since he has been concerned about staying under his Medicaid and SSI asset limits. It took a few
more conversations with his folks to up that family gift, but it ended up working out just right.
After covering the $20,000 (10%) down payment, the rest of the loan is $180,000.
Scenario #1: Breakdown of Financing
EXAMPLE PURCHASE PRICE: $200,000
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4% Grant from Lender for Down Payment: $8,000
Gift from Family: $10,000
Borrower’s Own Funds: $2,000
Total Down Payment: $20,000
Down Payment Percent: 10%
LOAN AMOUNT: $180,000
OK, so the borrower has $180,000 left on the loan, and this is where he figures out the total
monthly costs. On a 30-year mortgage, $180,000 at 4.5% interest works out to a flat-rate
monthly payment of $912. Property taxes (estimated at 1.25% of the purchase price or $2,500
per year) are $208 per month, and hazard (fire) insurance (estimated at $800 per year) is $67 per
month. There’s one more thing to consider: Because his down payment is less than 20% of the
home price, he also has a mortgage insurance premium (estimated at 0.5% of the purchase price,
or $1,000 per year), which comes out to $83 per month. So $912 plus $208 plus $67 plus $83
equals a total monthly payment of $1,270. That’s what home buyer number one will have to pay
going forward.
Scenario #1: Breakdown of monthly payments
Principal and Interest ($180,000 loan at 4.5% Interest): $912
Property Taxes (Estimated at 1.25% of the purchase price, or $2,500, per year): $208
Hazard (Fire) Insurance (Estimated at $800/yr): $67
Mortgage Insurance Premium (0.5% of purchase price per year because the down payment is
under 20% of the purchase price): $83
TOTAL MONTHLY PAYMENT: $1,270
Scenario #2:
Home buyer number two gets a conventional loan combined with a city-based down payment
assistance program. In this scenario, the borrower gets a regular nongovernment-insured
mortgage for $200,000 with a 30% down payment (or $60,000) and 4.5% interest. To help with
the down payment, she researched for a while and found a $30,000 municipal assistance program
contribution from her city, and got that same $10,000 gift from family. But the down payment is
$60,000, which means she still has to come up with another $20,000.
Now, remember how that first borrower was worried about asset limits? Well, instead of staying
under $2,000 in the bank, the person in scenario #2 opened an ABLE account a couple years
before securing the mortgage, worked hard, and started putting away some money to save up
$20,000. Since housing is something that can be paid for through ABLE accounts, the second
borrower puts that money toward the $60,000 down payment. After covering the full down
payment, the rest of the loan is $140,000.
Scenario #2: Breakdown of Financing
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EXAMPLE PURCHASE PRICE: $200,000
City Down Payment Assistance: $30,000
Gift from Family: $10,000
Borrower’s Own Funds: $20,000
Total Down Payment: $60,000
Down Payment Percent: 30%
LOAN AMOUNT: $140,000
Now, let’s look at the breakdown of monthly payments. Since the principal on the loan is
$140,000 instead of $180,000, the monthly payment is much smaller at $709 per month. Property
taxes and hazard insurance stay the same no matter the loan conditions, so they are still $208 and
$67, respectively. And remember that $83 mortgage insurance premium from the first example?
Well, that goes away if the down payment is 20% or more of the purchase price, so the mortgage
insurance premium is a big fat zero. The total monthly payment, then, is $984, or $284 per
month less than in scenario #1.
Scenario #2: Breakdown of Monthly Payments
Principal and Interest ($140,000 loan at 4.5% Interest): $709
Property Taxes (Estimated at 1.25% of the purchase price, or $2,500, per year): $208
Hazard (Fire) Insurance (Estimated at $800 per year): $67
Mortgage Insurance Premium (In scenario #1, it was $83. But it has been reduced to $0 because
the down payment is 20% or more of the purchase price): $0
TOTAL MONTHLY PAYMENT: $984
Check out the difference in monthly payments between the $20,000 down payment and the
$60,000 down payment. The $984 per month with the $60,000 down payment is just around 3/4
of the $1,270 per month with the $20,000 down payment! And spread out over the course of the
year, it’s a full $3,408 difference — that could be a nice vacation or two, or just more money to
be saved away for your future.
So, what made that difference happen? First off, the second borrower did some more research
and found a municipal assistance program that helped her cover part of the down payment — and
most people don't know about these programs, so it was an extra step she took that lots of people
wouldn't have taken. Second, and most importantly, the second borrower worked and saved
money ahead of time, and did it in a way that would not jeopardize her benefits (in this case by
using an ABLE account). Those cut down the remainder of the loan, which lowered the monthly
payments, and also got rid of the $83 per month mortgage insurance premium since the down
payment was over 20%. And just like that, two smart steps saved her almost $300 per month!
Both of these scenarios result in a monthly payment that is competitive with what people pay to
rent apartments and houses in most areas — and actually far less in many situations (especially
with the higher down payment). Plus, as we’ve already discussed, homeownership is in many
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regards the better choice for how that monthly housing cost is spent each month, especially
because you are building equity through your home as a tangible asset!
A Great Asset-Building Path
For people with disabilities, homeownership is a great choice to build up assets and create
financial stability, by giving you a reliable housing payment and more. Owning a home gives
you a tangible, valuable asset that increases your wealth in a way that few other options can,
opening the door to the classical American Dream. It also has benefits unique to people with
disabilities. For example, homeownership gives you the freedom to modify your home and truly
invest in it. So you can pay for a ramp or roll-in shower in a way that benefits your own property
and makes your home that much more accessible.
Actually, getting the home you want takes a few steps, such as navigating savings and
government benefits, or using financial assistance to make a down payment. It’s also a long-term
commitment. So if you choose to take that step, it’s important to make sure the choice — and
the actual home — are right for you. But in the end, taking that step is a great choice to build up
your financial future!
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Chapter 7: Self-Employment
Be Your Own Boss: Entrepreneurship and Freelance Work
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When you think about landing a job, your mind probably goes straight to “conventional”
employment. That is, being an employee and working for someone else, with another person as
your boss, and holding the job for as long as possible. It could be a part-time job at a café or a
salaried position at a financial institution. Either way, it would be something with a manager and
a schedule and a monthly paycheck and… Well, you get the deal.
But check this out: There are two other ways to earn some cash, and they’re pretty cool! In fact,
they often let you be more creative and independent than the conventional jobs do. These two
ways of making money are entrepreneurship and freelance (also called “gig” or “contract”) work.
Both let you take the initiative, build your own projects, and put your unique ideas to work.
Better yet, they can often provide flexible hours and schedules. That means that you can work
part-time to lower your stress level, over 40 hours to earn extra money, or even as a second job
to supplement your income. Some entrepreneurship or freelance work will allow you to work
outside of regular business hours, so you can run those midday errands or finish a project when
you have downtime in the evening. The advantages of such work are abundant, so this type of
work is definitely worth checking out.
Of course, it also takes planning and responsibility to succeed as your own boss. So before you
jump into either entrepreneurship or contract work, ask yourself if they are right for you, and if
they are, be extra careful as you move through the process. So, how do you become a successful
entrepreneur or contractor? Keep reading to find out!
Building Your Financial Future Through Entrepreneurial Effort!
Do you know in your heart that you have a great idea for a small business? Has the
entrepreneurial bug firmly grabbed hold of you? Think you could launch your small business if
you could just secure that elusive funding? Well, it’s absolutely possible! Indeed, many people
with disabilities have started successful enterprises, and built an economic future for themselves
and their families through entrepreneurial efforts.
Of course, we won’t pretend that it’s totally easy. Becoming self-employed and starting your
own business takes planning, effort, and time. It requires you to consider and balance a number
of economic and disability-related factors in order to truly become successful. For example,
you’ll need to identify how to manage benefits’ income and savings limits while getting
paychecks that vary month-to-month. On the logistics front, you might see that a dog walking
business could be really lucrative, but need to figure out how to safely hook up leashes to your
wheelchair. It’s not always the simplest undertaking in the world - but if you do things right, the
sky’s the limit.
As we all know, the unique life experiences of people with disabilities can provide insight into
market opportunities that others might overlook. Perhaps you’ve seen an opportunity to provide
particular goods or services within the disability community. Or maybe you just realized you
have a particular interest, talent, or competency in another area, and you want to try your hand at
self-employment.
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This isn’t just some far-off dream, either. From babysitters to accessible technology instructors,
thousands of people with disabilities have started successful small businesses and selfemployment efforts to fulfill both their vocational and financial needs.
The Initial Idea: A Spark Toward Success
Alright, it’s example time. Let’s do this!
So check this out. There once was a guy named Bob. Bob wasn’t actually looking to start a small
business; he was only trying to help out a neighbor. But sometimes, opportunity knocks and you
just have to open the door!
Late in 2009, Bob rolled himself over to answer the door, only to greet his neighbor Susan and
her 95-pound golden retriever, Darwin (the cutest darn dog you’ve ever seen and huge for a
golden retriever). Susan explained that she was urgently in need of Bob’s assistance in watching
Darwin for the day. Her formally dog-friendly employer had had a change in policy and Susan
desperately needed a dog sitter. She had tried leaving Darwin at home, but the resulting
destruction of her garden and neighbors’ complaints of incessant barking, made leaving Darwin
behind rather impractical. “That first day or two, I just watched him as a favor for a neighbor, but
Darwin is one high-energy dog, and I began to wonder if I might be able to charge something for
the service.” After a few more days, Susan agreed and asked Bob what he might charge to watch
Darwin five days per week.
“I had no idea what to charge,” says Bob, “it’s not like I had a grand scheme to become the
neighborhoods kennel service.” Bob started researching what local dog-walkers in the
neighborhood charged, figuring that he could probably undercut their fees since Susan dropped
off and picked up Darwin. They soon agreed upon a weekly rate, which both Susan and Bob felt
was fair. “It wasn’t a lot of money, but it definitely was a start, and most welcome for someone
on a fixed income,” says Bob.
About two weeks after first agreeing to watch Darwin, Susan introduced Bob to a co-worker who
also needed a dog sitting solution. Karl thought that Bob’s fee was fair, and besides, Karl’s black
lab Emily was great friends with Darwin, and they could spend the day playing together.
Once Bob had his second client, he began to realize that he had the beginning of a small
business. “It was like, wow, I may have something here, and I wonder how much money I could
actually make doing this?”
Eventually, Bob thought about taking his business to the next level. But he also knew that he
would have to stay within his own management abilities and limits. He started thinking big — a
city-wide dog-walking monopoly — but then decided he’d scale down his plans to something
more realistic and manageable.
Bob signed up for an online course for budding entrepreneurs that took him through the business
planning process, at which point Bob made an important decision. “I realized I’m not really cut
out to be an entrepreneur. Watching a few folks’ dogs everyday is one thing, but business plans,
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marketing, insurance, licensing, permits, that stuff all makes my head hurt.” Today, Bob
watches two or three dogs per week, more around the holidays, and he is happy with that. “It’s
not a huge business,” he says, but it does substantially boost his income, and Bob gets to spend
time with dogs while helping out neighbors and friends. “I feel like I’m contributing something,
and the cash flow is nice as well. I’m really lucky,” he says, “I found a small niche that I can fill,
and I’m sure glad I opened the door that day to Susan and Darwin.”
Having a great idea, or that light-bulb moment, is only the beginning of the entrepreneurial
process, but the story of Bob highlights perhaps the most important decision any potential
businessperson can make: to lay out a plan and just start working hard. Then, you can start
asking the questions to make it happen. For example, “Do I want to turn this idea into a business,
am I suited to do so, and do I have the support necessary to make the commitment?” And
eventually, “What will the business look like and how do I bring it to fruition?”
The Decision: To Start or Not to Start a Business
So let’s say that you have a good business idea, like Bob’s dog walking service. What do you do
to make it a successful reality?
Step one is to reflect and ask, "Is entrepreneurship right for me?" Becoming self-employed
means, at a very basic level, being responsible for everything related to the business. If it’s just
you running the business, that means handling every phone call and piece of paperwork. If you
end up bringing on other staff, that means being a manager and making sure things are done
right. Pretty much all business experts agree that the most important factor in the success of an
enterprise isn’t the design of the business plan, but whether the entrepreneur is cut out for selfemployment and business management. And as with most things, some people are better suited
for more conventional job opportunities.
This conundrum can be dangerous, because entrepreneurship sounds extremely appealing.
Especially given issues of job options and some hiring discrimination, micro-enterprise has often
been viewed as the silver bullet for disability employment, but outcomes sometimes disappoint.
Simply put, it takes a rare combination of qualities to bring an idea through the business
development process, and come out on the other side with a viable enterprise. As an
entrepreneur, you are ultimately responsible for all decisions, but more often than not you also
must involve others, building and developing a team to advise and support your efforts in the
process. This holistic or team approach is especially critical for entrepreneurs with disabilities, so
look around you and see who could help with your efforts.
And most importantly, there are those disability-related considerations. We have to ask ourselves
about the barriers and potential help related to entrepreneurship. For example, how will selfemployment impact benefits, such as SSI, SSDI, or Medicaid, and what programs exist to protect
life-sustaining benefits? How does the Department of Rehabilitation (DOR) help with selfemployment? Many people with disabilities have limited employment history - and if that’s your
case, you may wonder how you can build, repair or obtain the credit necessary to start the
business itself. And finally, you're probably asking: are there additional disability-related
resources specifically available?
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As it turns out, there are many disability specific opportunities to help develop, strategize, and
fund a small business. A Plan to Achieve Self-Support, an Individual Development Account, and
even the Department of Rehabilitation serve as excellent self-employment resources or tools.
However, don’t stop there. Disability specific assistance is only part of the resources available to
an entrepreneur. As we will see, many organizations can help someone get started on the road to
self-employment, even if they have a little or no disability-related experience. Only by utilizing
all these different resources, disability focused and not, can the budding entrepreneur begin to
assemble his or her plan for self-employment.
Developing the Business Plan
You’re probably asking yourself: What exactly is this “business plan” thing? Well, a business
plan is a flexible, working document that changes over time and informs the business
development process. It lays out the overall business vision, the market it’s pursuing, its size and
scope, products and services, and logistical management. Even developing the plan can help the
entrepreneur reflect and choose the best course of action. As in the above-mentioned story of
Bob, by working on the business plan, he realized that growing his dog-walking service into a
city-wide monopoly just wasn't the right call for him. Thanks to the business planning process,
Bob realized that a smaller enterprise was the right size for him, and he made the personal
decision to pursue that path and draw up a strategy to make it happen.
There are many helpful organizations dedicated to providing business-plan assistance to budding
entrepreneurs. When you’re getting started, you may want to contact a local SBDCs (Small
Business Development Center), Department of Rehabilitation office, community rehabilitation
provider, or micro-enterprise organization. Some of these organizations will provide excellent
assistance either individually or in groups, while still others may provide software for the
individual to work through on his or her own. (That’s right, there’s even software to build
business plans… It’s like we’re in the future!)
Now, since we aren't an SBDC or fancy software, we can't walk you through your specific plan.
But in general, any good business plan should include a detailed discussion of all the following
points.
1) Executive Summary: Provide an enthusiastic snapshot of your company, explaining who you
are, what you do and why.
2) Business Description and Vision: Include your mission statement (business purpose),
company vision (statement about company growth), business goals and objectives, and a brief
history of the business.
3) Definition of the Market: Give basic information about the industry you operate in and the
customer needs you are fulfilling.
4) Description of Products and Services: Specifically describe all of your products and
services, and explain how your products and services are competitive.
5) Organization and Management: Provide a description of how your company is organized,
describe the legal structure of your business (proprietorship, partnership, corporation, etc.),
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identify necessary or special licenses and/or permits your business operates with, and provide a
brief bio description of key managers within the company.
6) Marketing and Sales Strategy: Identify and describe your market — who your customers are
and what the demand is for your products and services and explain your sales strategy, specific
to pricing, promotion, products, and place.
7) Financial Management: Estimate of startup costs, projected balance sheet (1 year forward),
projected income statement (1 year forward), and projected cash flow statement (1 year forward).
It’s important to remember that preparing a solid business plan isn’t just a good thing for your
own planning. Having a business plan is also a necessary first step to securing the loans and
partnerships you will need to start up your business and make it grow. Banks and investors will
want to see a strong plan for how the money will get paid back, or how they will profit on their
investment, before they provide you with funding. And there might be people out there that
would love to join your team and help your business grow if they think it has potential, and a
business plan is a concrete document to show them exactly how much potential it has.
From Business Plan to Successful Business
OK, so you’ve got your business plan, and you need to implement it on-the-ground. Step one is
to gather enough cash for startup and development costs; and step two is implementing the plan
in a focused and responsible way.
Freelance, Gig, and Contract Work
Let’s say that you want to work independently, but don’t want to start up and manage a whole
new business. The amount of time and effort it takes for business planning and raising startup
costs, plus the need to keep your business going long-term, might be more than you want to take
on. Instead, you want to choose fun, dynamic jobs, and have some diversity in your work. You
want to choose how many hours you’ll work each week and where you’ll work them; it could be
somewhere on-site, or it could be “remotely” typing away at a café. Maybe you don’t want to
earn so much that you jeopardize your SSDI, but still have some money flowing into your
wallet. Heck, maybe you just want to earn a little extra cash to supplement a full-time job and
you have enough spare time to make it happen. These possibilities could be in your mind, but
they might seem like more of a dream than reality.
Well, there’s a way to shift those possibilities from the dream world to the real world! You can
take on freelance work —aka gigs or contracts — for other companies or organizations, then
earn money one project at a time. So what is freelance work? Well, it's when you do contact
work with other companies, for a fixed period of time. The work can be as little as one hour per
week to 40 hours (or more) - and if it’s a multi-week project, those hours can vary weekly
depending on your schedule and timelines. Some gigs, such as photo shoots, can just be for one
day and then all wrapped up. We’ve even heard of models for disability-related products making
$1000 in one day – not too bad, right?! Depending on the gig, work could be done either at a
company site or remotely, so you could be heading to an office to repair computers or writing up
magazine articles at a café. Better yet, if you try hard enough you get to find the type of freelance
work that’s right for you.
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Check out this example. Alec has a spinal cord injury and always loved writing and educating
people about disability issues. When he was in college, his buddy Mike got a job as an editor at
a magazine covering disability issues. One Saturday, they were hanging out watching a football
game and started talking about Mike’s new job. "You know," Mike said, "we're always looking
for new contributors. I know you like writing, would you like to do a test article?"
Alec never thought about writing for magazines before, but figured he'd give it a try. He wrote
his first article at a café, spending about five hours on a piece about dating when you have a
disability. Mike and the other editors loved it and decided to publish it. "We usually pay $100 for
a piece like this," Mike told him, "does that sound good?" "Heck, yeah!" Alec told him, excited
to get some spare cash. Mike got him in touch with payroll, and a couple weeks later, Alec had a
check for $100 in his mailbox.
Just like the people in this image, Alec was able to write his article from a café with flexible
hours and a nice cup of coffee on hand.

Looking back on it, Alec realized that he made $20 per hour writing that article, which was
pretty good for a college student! The magazine staff even started to call on him regularly
enough that he brought in around $150 a month during his remaining years in college. It wasn't a
ton of money, but it certainly helped when he was on a tight budget. Better yet, he stayed on
board as a writer after he graduated and got a full-time job. Since he could write articles after
work or on the weekends, he basically took it as a second, part-time job where he could make his
own hours. And because he wasn't signed up for a set number of articles per issue, he was free to
decide how many, and what type, he would take on any one month. Short blogs were $25, but
feature articles, which would give him more work but also more money, went all the way up to
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$600 each. Better yet, he got to pitch the articles he wanted to write. So Alec not only did he get
to work on his own terms, but he also got to decide every project he took on. Not too shabby for
a job that started while watching a football game!
Alec’s magazine deal was an example of freelance writing, but there’s a similar deal called
contract work. In reality, there’s no fine line between the two and they can sometimes blend
together. Contract work, though, generally encompasses larger projects or consulting. For
example, a carpenter would do contract work on building a wooden wheelchair ramp, and a web
designer would contract for developing a screen-reader-friendly webpage. That second person
might also call himself a “freelance web developer,” but one description isn’t necessarily better
or worse than the other. He might even call himself a freelance contractor, just to be all special
like that.
We’ve already seen that freelance work and contract work are pretty awesome. Yet there are
even more benefits to them than earning money on your own terms. By working with multiple
clients on multiple projects, you’ll broaden your professional networks and build up your
resume. This is doubly valuable if you choose a number of projects: Alec’s day job is in green
energy, and he combined his solar experience and disability writing to land more paid work
doing articles for a renewable-energy website. The possibilities are endless; just reflect on your
skills and passions and brainstorm what’ll work for you.
There's one catch to this, though. When you pursue freelance work, you have to go out and find
each individual job. Sometimes, you'll be able to rely on a specific company for regular projects,
like Alec, for example, who landed articles every month or two with the magazine. But other
times, you'll have to search far and wide to find new clients. Finding clients might mean
browsing craigslist for jobs, finding a specific job-listing website (Alec used
www.freelancewriting.com), or even cold-calling (or cold-emailing) companies that you could
pitch work to. It could be hard at first and sometimes feel like a struggle, but as you gain
experience and build your networks, finding new projects gets easier and easier.
Watching Your Taxes
When you start doing freelance work, you’ll have to manage your taxes much more closely than
under conventional employment. Whereas most employers will take payroll and other taxes right
out of your paycheck, freelance work usually pays you a pre-tax (gross) amount. That means that
you have to pay the government out-of-pocket come tax day, which also means that you need
that much in the bank to actually pay your taxes! Because taxes tend to be 15% to 20% of one’s
income, it takes responsibility to keep that money around instead of spending down your savings
too much. If you are on benefits with asset limits, this can be a bit tricky — but it turns out that
ABLE accounts, which we’ll check out below, can be used to pay your taxes. So every time you
get a check, just take some of that money and stash it away in your ABLE account so that you
have enough come tax day!
Here’s a picture of a stone wall at the main Internal Revenue Service (IRS) building in
Washington DC. The IRS collects taxes at the end of each year, and it’s important to have yours
in order if you are doing entrepreneurship or contract work.
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If you are an entrepreneur and starting your own business, taxes are a whole other beast. We
don’t quite have the expertise to walk you through business financial management and taxes, so
we won’t risk saying something that could get you (or us) in trouble. Instead, we just recommend
that you talk to a financial expert that can walk you through incorporating your business,
managing finances and locking down taxes. And it’s always best to keep your business and
personal finances separate if you are truly starting a new company. So head over to your bank,
open a business account, and talk to an expert to make sure everything is in line and good to go.
Benefit Considerations for the Entrepreneur
If you’ve read some of the other chapters in EQUITY, you probably know that balancing
earnings and government benefits can be tricky. Most people think of that as an issue around
conventional employment, but income from self-employment can also have its impacts. Don’t let
these challenges hold you back from being a successful entrepreneur, though! Instead, learn how
to navigate benefits programs in a way that allows you to build a strong business, earn some
money in the process, and maintain the benefits that you need.
This is actually a huge reason to speak to experts or do research, rather than just jump right into
entrepreneurship. For example, some people might go to a business assistance organization,
write up their business plan, and just start right away. Of course, many conventional business
assistance organizations are experienced and skilled with helping potential entrepreneurs craft
business plans, and they are extremely valuable resources for helping you put yours together.
But, unfortunately, few have much, if any, disability experience. Most know little or nothing
about benefits income and asset limits on the one hand, or specific strategies and resources
available to assist entrepreneurs with disabilities, on the other. So in addition to talking with
business development organizations, do your own research around benefits and resources, or
better yet, meet with a specialist at your local Department of Rehabilitation office or other
disability-specific organization.
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There’s a pretty big dilemma for soon-to-be entrepreneurs receiving SSI or Medicaid, and that’s
figuring out how to save up the money needed to get your business off the ground. The basic
dilemma is that people receiving SSI or Medicaid are only allowed to have $2,000 in their bank
accounts each month. That amount goes to $3,000 for married couples. But wait, doesn’t starting
a business sometimes take thousands, or even tens-of-thousands, of dollars? Looking at those
numbers, you’re probably asking yourself: “How in the world am I supposed to raise thousands
to start my business when I can only have $2,000 in the bank?”
Luckily, there are some exceptions to these general rules, and these exceptions provide excellent
opportunities to save and accumulate savings to start your own business. We've listed some of
the best ones below, so check them out. In general, these aren’t very well known, and sometimes,
even Medicaid and Social Security Administration (SSA) workers are unfamiliar with them! So
if you are receiving benefits, it is critical that you — yes, you — take the initiative and
communicate with your local SSA office to ensure that the incentives are implemented and
utilized effectively. Think of it as your first business move: You get to take the initiative and
even manage Medicaid and SSA agencies as part of your support team.
Here are the best options to build up savings to get your business off the ground:
-

Saving money in a federally funded Individual Development Account (IDA)
Saving money in a Plan to Achieve Self-Support (PASS)
Using Property Essential to Self-Support (PESS)
Utilizing services offered by State Vocational Rehabilitation Agencies

Individual Development Accounts (IDAs)
Some nonprofit agencies in some communities offer savings plans for people with low incomes
that are protected from the asset limits discussed above. These plans, called Individual
Development Accounts, are sheltered. A special bank account is set up, and all the money that is
deposited into the account does not count towards the $2,000 (for an individual) or $3,000 (for a
married couple) asset limit. And for most of these special savings plans, the nonprofit agency
will match your contribution. For example, if you put in $25 per month, they will contribute $25,
or sometimes even $50.
[Below is a colored bar chart illustrating how much money you have in your IDA after one year
if you put $25, $50, or $100 into an IDA account and the type of IDA match you have.]
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IDAs are a fantastic way to save because not only are the funds protected but you basically get
“free money” as you go along. That’s a great way to build up some business capital.
Typically, there are some limitations with IDA's. Usually, the maximum savings are limited to
only a few thousand dollars. Also, there is usually a required period of time that monthly
contributions have to be made, often 12 months or longer before the money can be used for small
business development.
An additional benefit of an IDA program is that participants often get to take advantage of credit
repair and financial education instruction, specifically geared to assist the new entrepreneur.
These mandatory classes are a wonderful additional resource for individuals starting a business,
and often provide business plan assistance and referrals to local organizations that can help
support a new enterprise!
Plan to Achieve Self-Support (PASS)
Another way to fund a self-employment project is with a Plan to Achieve Self-Support (PASS).
A PASS allows SSI recipients to set aside income and resources for a specified work goal.
What’s awesome is that the work goal can be any number of things. It could be conventional
employment, freelance work, or starting up a business. The purpose of a PASS is to assist you in
obtaining items, services, or skills needed to reach your work goal — in this case, to become
self-employed. Your PASS application must be in writing, specify how long the plan will
continue, and when the PASS is for self-employment, your application must provide an
explanation for how the business will succeed (generally, a completed business plan will be
sufficient). In the case of small businesses, PASS funds can be used for long-term expenses such
as developing your business’s website, as well as for day-to-day expenses such as internet bills,
office supplies, or general operating capital.
Okay, now it’s time to explain why a PASS is such a valuable resource. First, we will give you
an overview of SSI and earnings in a non-PASS situation, and then show you how you could
benefit from a PASS. Generally speaking, if you get SSI, any income that you receive will
reduce your SSI benefits. It’s kind of a complicated calculation - but these are the basics (to see
more, including how it would work for you, head over to www.DB101.com). If you are earning
money through work, you get to keep the first $85 scot-free; the rest is considered “earned
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income.” SSI also has something called “countable income,” which is 50% of earned income.
When you work, your SSI check is reduced by the same amount as your countable income.
So under this calculation, let’s say that you have a $733 SSI check and are earning $585 per
month. You get to keep the first $85 and have $500 in “earned income.” Your “countable
income” is half of that, which is $250 - then your SSI goes down by $250, to $483. You’ll have
$585 in income from work, plus $483 SSI, which makes $1,068 total.
But, if you have an approved PASS, you can direct that countable income into the PASS and
Social Security will not count the money set aside under a PASS plan as countable income when
calculating your monthly SSI benefits. This means that you may continue to receive a full SSI
check, even if you have earnings over $85 — so long as you’re saving the equivalent amount of
your countable income towards your business or employment goals!
Check out this example. Rosa is in that exact situation — with a $733 SSI check and $585 in
income from work — and is planning to start a new business repairing video game machines (she
did love Mario Kart as a kid, after all). She has, through working on her business plan, realized
that she will need about $6,000 for her startup costs and to operate her business for the first 12
months. Now, to build up savings for her business expenses, she can put $250 from work into a
PASS account and keep her full $733 in SSI. The money she takes home from work (and doesn’t
put in her PASS account) is $585 minus the $250 PASS contribution, or $335. That $335 plus
her $733 SSI check is then $1068, which is the same amount she had before setting up the
PASS! So she gets the same monthly amount for her personal life, plus $250 per month - or
$3,000 per year - toward starting her business!
Rosa starts her PASS with a 24-month time period, written explanation of the operating expenses
for her business, and contributes $250 of her earned income to the PASS. Then, at the end of two
short years, Rosa will have $6,000 in her PASS plan to help her fund her new business. She can
now get her business off the ground — and even keep using the PASS for business expenses as it
develops, helping it grow for years to come.
Let’s say, though, that Rosa actually needs $12,000 to start her business, yet realized through
budgeting that she still needs at least $250 from work to supplement her living expenses. But
she’s also in luck, because she had the opportunity to put an extra $85 per month into an IDA
small business development account that provided a 2:1 match. Because of the generous match,
at the end of the same two years that she was contributing to the PASS, that IDA account would
have reached the maximum of $6,000. So, at the end of only two short years, Rosa could have a
total of $12,000 in assets ready to meet her business goal and make it successful (and she still
takes home $250 a month from work)!
Property Essential to Self-Support (PESS)
According to the Social Security Administration, “self-employment holds a unique wealth
accumulation possibility in the Social Security and Medicaid systems through the work
incentive, Property Essential to Self-Support” (also see: Property Essential to Self-Support –
Current Use Criterion). This policy allows a small business owner who gets SSI and/or Medicaid
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to have unlimited “liquid” cash funds in a small business account and unlimited small business
resources and property. Such opportunities do not exist in regular wage employment. Simply
put, a self-employed person can have a business bank account with liquid funds that are not
subject to the regular asset limit for SSI or Medicaid. However, it is critical that you run only
business income and business expenses through this account – because if you fail to separate
your personal and business funds, you could jeopardize your benefits! Also, you must use the
account and its funds on an ongoing basis, so don’t merely use the account to build up funds.
Ultimately, it’s best to have everything in writing and cleared by any agencies that provide you
benefits, such as SSI or Medicaid. So before you open up your business account, be sure to
provide your SSA, Medicaid, and other agency representatives with a signed statement that any
cash resources are only used in your trade or business. And of course, make sure you stick to it!
How Your Local Vocational Rehabilitation Agency Can Help You
Not many people are aware that the Department of Rehabilitation offers assistance and several
services to individuals who want to start a small business.
PASS Preparation:
Your local Vocational Rehabilitation (VR) agency can help you with all the paperwork to
develop your Plan to Achieve Self-Support (PASS). A PASS can be a time-consuming,
somewhat complicated process to navigate, and it’s a really good idea to get all the help you can
in preparing the final document. Your local VR office should be able to help you prepare the
PASS, or they will refer you to someone who is experienced in preparing the documentation and
final plan. Remember, a PASS is a powerful planning tool, and VR offers experienced assistance
in developing and completing the plan.
One-time Expenses:
Vocational Rehabilitation agencies have even been known to assist budding entrepreneurial
efforts financially through providing funds for one-time expenses, such as funds for capital
purchases. Capital purchases are basically things, such computers or cash registers or machinery
or even buildings, that you need to get our new venture off the ground. These funds are limited
only to one-time startup costs, not ongoing or recurring financial support. Often, VR may
provide partial funding for a capital purchase, and it is up to the entrepreneur to find or finance
the balance of the purchase price.
Coaching Services:
VR may also provide business coaching services. Often an outside consultant who is well versed
in business development and experienced in assisting entrepreneurs will provide the coaching
service. This coach may work with the VR counselor to provide feedback and a feasibility
assessment of the business idea, so it is important to work closely and consider the feedback of
the coach.
Time, Effort, and Payoff
Pursuing freelance work or starting up a small business take time, effort, and persistence. They
require you to stay on top of your work; to motivate yourself when times are tough; and to keep
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learning from mistakes, successes, and new situations. There’s no boss to keep track of you and
keep you on track. Rather. You are your own boss and responsible for managing yourself well. It
certainly ain’t easy (what work is?), but the payoff can be huge. If your business or selfemployment is successful, you can really take charge of your own time, create a flexible
schedule, and switch around your work to find something that brings you maximum enjoyment and earn some good money in the process. So go ahead and research more about selfemployment and entrepreneurship, and check out what might be right for you!
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Chapter 8: Retirement
Seven Retirement Strategies to Secure Your Financial Future
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OK, stand back… retirement planning, let’s do this!! It’s going to be fun! No, really!
Yo, who wants to talk about Social Security solvency?!!

*crickets chirping*
It seems that every day, we hear another doom and gloom report that Americans are not
adequately preparing for retirement and that social security solvency is becoming an issue.
Unfortunately, the unhappy truth of such reports, is that their completely true.
Because, according to the committee in charge of the Social Security trust fund (we’re talking
the Old-Age and Survivors Insurance Trust Fund here), the Social Security retirement fund will
be depleted sometime between 2029 and 2059, most likely in 2033. Meanwhile, in middle
America, and out to each coast as well, due to the rapid disappearance of pension plans, more
Americans than ever are using the Social Security safety net as their primary source of retirement
income. (Tip: This is a really bad idea!)
According to the Social Security Administration (SSA), 22% of married couples and about 47%
of unmarried persons rely on Social Security for 90% or more of their income. Yes, 90% of their
retirement income! By the way, the average SSA retirement income in January 2015 is $1,328
per month — not a retirement to envy, but more on that later.
So, today, the trust fund balance currently stands at about $2.7 trillion and still takes in more
revenue than it pays in benefits. However, these numbers are rather misleading.
Issue #1: Since 2010, SSA has actually paid out more in benefits each year than it has received
from its share of payroll taxes. The difference is that the trust fund continues to earn interest,
making up for the tax shortfall. See, in 2013, SSA received $744 billion in total receipts versus
$680 billion in expenditures. However, only $641 billion came from tax revenue while the other
$98 billion was interest income on the $2.7 trillion.
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Issue #2: The number of workers contributing to the system is declining relative to the number of
beneficiaries. A decade ago, there were 3.3 workers paying into the system for every beneficiary
drawing from it. The ratio today is around 2.7, and it's projected to drop to 2.1 by 2040. A better
way to illustrate this is that today, the day you read this, 10,000 Americans turn 65 years old.
And, wait for it, for the next 15 years or so, 10,000 Americans will turn 65 every single day!
That is a lot of folks leaving the workforce, no longer paying Social Security taxes and instead
beginning to draw benefits. (Source: Social Security Administration)
So, we have a problem. But don’t panic; there are several ways to shore up Social Security. The
idea of forcing Millennials to have lots of children has been dismissed as impractical, but from
raising the age of retirement to changing taxation schedules to eliminating benefits for
billionaires, options do exist. The fact is that every few decades, Social Security has been
tweaked and, even given Washington’s current record levels of dysfunction, it is likely some
accommodations will be reached. However, even when Social Security is placed on more solid
ground, the reality of living one’s golden years on around $1,328 per month is not particularly
appealing.
It appears that Americans are not doing a good job of saving for their own retirement either.
According to the National Institute on Retirement Security, the median retirement account
balance among working-age households is only $3,000, and the median retirement account
balance among near-retirement households is only $12,000. The study indicates that, depending
on which methodology one uses, the collective retirement gap for all working U.S. households is
somewhere between $6.8 trillion and $14 trillion!
So, well, that’s not good — and all the more reason to get your own personal retirement savings
in order. Now, let’s talk about a few bulletproof retirement strategies to consider adding to your
Social Security safety net. Think about what even another $1,000 per month could mean in
retirement!
Here’s the thing, seriously: There really are just a few rules to follow to build a solid retirement.
These behaviors, choices, decisions, or actions, call them what you will, aren’t easy, but stick
with them, and we guarantee your future self will thank you.
Now before we get started, let’s figure out where you’re at right now. Planning for the future is
best when you know where you’re starting, so it’s time to crunch the numbers and see where
you’re going. This website has a handy-dandy retirement calculator that’s screen-reader friendly
and lets you enter your age, income, how much you’re saving, and more, to see how much you’ll
have once you retire. So plug in those numbers and check out what your savings and retirement
income will be, come retirement… Then write them down and remember them for the end. We’ll
use our strategies to see how much more you could have by taking a few easy steps.
So what are the steps? They’re coming right up! Let’s check them out…
Stop Worrying About Asset Limits! ABLE Act to the Rescue!
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Now, if you’re on benefits (SSI or Medicaid), there’s that profoundly stupid $2,000 asset limit
for single people and $3,000 for married couples — and if you have more in the bank, you lose
your benefits. Perhaps no other benefits rule in history has made it more difficult to actually save
for one’s future. But, many of us don’t have to worry about this issue much longer. In December
of 2014, Congress passed and President Obama signed a little piece of legislation called the
Achieving a Better Life Experience (ABLE) Act.
Under this new law, a person with a disability and that person’s family may put money into a
special tax-advantaged account. The first $100,000 in an ABLE account will not count against
the $2,000 Supplemental Security Income (SSI) resource limit, nor will it count against resource
limits in other programs, such as Medicaid. Actually, some states have set the savings limits for
retaining Medicaid at over $300,000! This new work incentive is a big deal: it means that if you
get a job, you can start saving up some money without losing your benefits. (Retirement
planning anyone?)!
As with other types of tax-advantaged accounts, like retirement accounts and 529 educational
expense accounts, ABLE accounts have restrictions:
- They are only for people whose disabilities began before they turned 26 (no matter how old
they are now).
- They can only be opened through specific programs or institutions.
- A person with a disability and that person’s family may not contribute more than a combined
total of $14,000 in 2015 (that number will go up a bit each year, adjusting for inflation).
- Money in an ABLE account can only be used for specific things, such as:
-- Education
-- Housing
-- Transportation
-- Help getting and keeping work
-- Health care
-- Assistive technology, and
-- Other approved expenses.
- A person can only have one ABLE account.
You cannot open an ABLE account yet; the U.S. Department of the Treasury needs to write all
of the regulations for these accounts and it will take some time for financial institutions or state
programs to understand the accounts and be prepared to offer them to the public. Keep your eyes
open for news on ABLE accounts, since you may be able to make your first contributions in
2015 or 2016. Thanks to www.DB101.org for this summary!
Learn more about the ABLE Act.
So now, finally, people with disabilities have a tool to start building savings and a real financial
future.
Delay Your Social Security Payments.
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Did you know that for every year you delay receiving Social Security, the monthly amount you
receive, once you start, increases? The exact amount varies by age, but you can generally expect
to receive at least 6% to 8% higher payments for every year that you wait. More than half of all
retirees take Social Security benefits at age 62, as soon as they are eligible. Only about 20% wait
at least until full retirement age of 66, with only a small portion of those waiting beyond 66. The
people that start early are missing out: someone with a $1,000 benefit at full retirement age gets
only $750 by claiming it at age 62, and can get as much as $1,320 by waiting until age 70!
(Source: SSA)
For fun (yes, this is what I think is fun) I just ran a colleague’s numbers. At her current salary, if
she retires at age 62, her benefit will be $1,212 per month. However, at her full retirement age of
67 (“full retirement age” goes up gradually, and it’ll be 67 by the time she retires), she would
receive $2,000. But if she could delay retirement to age 70, her monthly check will grow to
$2,600 according to SSA calculations! Check out SSA’s handy-dandy retirement calculator; it’s
even mostly accessible to screen readers by tabbing and using “forms mode”!
If someone has not worked or doesn’t have enough Social Security credits to receive Social
Security; are married to someone receiving Social Security; are over 62 years old; and are caring
for a child who is under 16 or disabled, they may be able to receive “spousal benefits.” These are
a certain percentage of their spouse’s Social Security benefit.
Spouses who claim spousal benefits before full retirement age will receive reduced benefits
compared to the amount received at full retirement. However, spouses aren't entitled to
retirement credits above those received at full retirement age, so there's no benefit to waiting
beyond age 66 to take spousal benefits. Still, if you are entitled to spousal benefits, wait those
extra few years until full retirement age if you can!
A related retirement maximization strategy for anyone on Social Security Disability Insurance
(SSDI) is to delay their retirement date to age 70. Normally, disability benefits automatically
convert to retirement benefits at the individual’s full retirement age. The beneficiary does not
need to notify SSA for the conversion to occur. However, the conversion can be prevented with a
letter to SSA prior to conversion requesting that retirement benefits be suspended (delayed). This
allows the disabled worker to earn delayed retirement credits worth 8% per year for every year
benefits are postponed beyond full retirement age up to age 70, increasing the ultimate retirement
benefit by up to 32%! Better yet, it would also result in a larger survivor benefit for the
remaining spouse if the recipient passes away. That’s two huge increases just by writing a simple
letter!
Pay Off Your Home.
OK, first, we recommend that you buy a home. Check out our home buying overview to get you
started and then pay off that home prior to retirement. That’s because, generally speaking, the
largest expense for retirees — and non-retirees — is the cost of housing.
According to a report by Harvard’s Joint Center for Housing Studies, the older you get, the more
rent and mortgage costs affect your ability to live comfortably. According to the Harvard study,
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the percentage of homeowners over 65 still paying a mortgage more than doubled between 1992
and 2010 to more than 40%.
In 2013, Social Security conducted a study of expenses for folks receiving retirement benefits.
According to the study, the largest chunk of retirees' expenditures went to housing, for an
average of 35%. In expensive areas, we have seen lots of folks spending half or more of a Social
Security check on their home or ever-escalating rent. Now, if you can’t pay off your house as
you are moving toward retirement, consider getting a roommate to share expenses or maybe even
generate some extra income with your home, for example, by using that extra room as an AirBnb
or something similar. Here’s one woman’s experience with AirBnb: The AirBnb Experiment:
How I Impulsively Started a Vacation Rental Business.
Start Saving Early!
We hear this all the time, right? Start saving early… you will be amazed how compound interest
will start to add up… just put away a few dollars every month and it’s amazing! OK, well the
thing about this is that it is absolutely true — totally weird, but true. Here’s how compound
interest works: if you start with $100 and get a 6% return, after one year you’ll have 106% of
your original amount, or $106. The next year, it’ll be 106% of that, or $112.36; so it grows a
little bit more than the year before. It might not seem like that much over a couple years, but if
you wait 50 years out, it’ll be growing at $98 a year and that original $100 will have turned into
$1,842. Higher interest rates make a huge difference, too: a 10% return over those 50 years will
give you $11,739, or over six times as much as you’d have with 6% a year!
Check out this graph to see the huge difference between 6% interest and 10% interest over a 50year timeframe!
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Now, I have another little story. Once upon a time, there were three people saving for retirement.
The first person was only 16 years old (can you imagine that, only 16), but this 16-year-old
started contributing $100 a month into a savings account. He continued to do this until he was
26, at which point he stopped making any further contributions and just let his money grow with
compound interest. When he turned 65, the account had grown to $162,689. Now, let us consider
someone else, who didn’t quite get the memo on starting early. Let’s say that this person started
contributing that same $100 per month to a retirement account on her 40th birthday. But (and
watch this carefully), she faithfully made contributions for a full 25 years, and at age 65, she had
$69,787. That is less than half of what the early saver accumulated, and really highlights how
compounding interest adds up! Of course, the best example is the person who starts contributing
to a retirement account at age 16 and continues making that contribution to age 65. That person
at age 65 will have accumulated $347,203!

These outcomes assume $1,200 invested each year with a 6% return
Investor 1: starts at age 16, stops at 26, accumulated earnings at 65: $162,689
Investor 2: starts at age 40, stops at 65, accumulated earnings at 65: $69,787
Investor 3: starts at age 16, stops at 65, accumulated earnings at 65: $347,203
All these numbers are based on saving $100 per month. But, what if, every year, you increased
your contributions by as little as $5 per month — so $105/month in year two, $110/month in year
three, etc.? Well, the person who starts at 16 and makes contributions until age 26 would have
$195.405, or $32,716 more than the original scenario. The person who starts at 40 would have
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$101,444, or $31,657 more than the original scenario. And the person who goes from 16 all the
way up to age 65 would have $584,599 – a full $237,396 more than the original scenario!

These outcomes assume $1,200 invested in the first year, growing by $60 per year, with a 6%
return:
Investor 1: starts at age 16, stops at 26, accumulated earnings at 65: $195,405 ($32,716 more
than staying at $1,200 per year)
Investor 2: starts at age 40, stops at 65, accumulated earnings at 65: $101,444 ($31,657 more
than staying at $1,200 per year)
Investor 3: starts at age 16, stops at 65, accumulated earnings at 65: $584,599 ($237,396 more
than staying at $1,200 per year)
So, remember, increase your annual contributions every year, even if it’s only a little; it adds up
over the long term!
OK, want to amaze and astonish your friends at parties? There’s a super cool little trick called
the Rule of 72. Ever wonder how to figure out how quickly compound interest can double your
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money? Take the interest rate and divide it into the number 72. The resulting number is the
number of years it will take for an amount to double. So, if an investment makes 6% interest, we
have 72 divided by 6 to get 12 years! Money in an account earning 6% interest will therefore
double every 12 years!
Now, what if you had an investment that tended to do even better?
The historical return of the stock market in the U.S. is about 9%. So, 72 divided by 9 equals 8
years to double one’s money. Think about that 16-year-old for a second. That first $100 he saved
could double five times over 40 years. So the $100 becomes $200 in the first 8 years. The $200
becomes $400 in 16 years. That $400 becomes $800 in 24 years, $1,600 in 32 years, and $3,200
in 40 years.
See! Told you compound interest was cool! Even Einstein called compound interest the most
powerful force in the universe — and he was like, a genius!
Next time you’re going to spend $100 on something, remember that you’re potentially losing out
on $3,200 (or more) in compounding interest. Is it really worth it? Well? Is it? And stop looking
at me that way; I’m not your mother!
There’s one more trick for saving that can really help come tax time. Did you know that the IRS
helps low- to moderate-income Americans save toward retirement? It’s true! With the
Retirement Savings Contributions Credit, you can receive a tax credit of between 10% and 50%
of the first $2,000 you contribute to a qualifying retirement account, like an IRA or 401K.
To qualify, you have to earn less than $30,000 if you're a single filer or $60,000 if you're married
filing jointly. The credit can put another $200 – $1,000 in your pocket at tax time. About 6.9
million American taxpayers took advantage of the credit in the most recent year, and their credits
amounted to more than $1.2 billion — roughly $174 per return.
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2015 Saver’s Credit
CREDIT RATE ONE: 50% of Your Contribution
Married Filing Jointly: AGI* not more than $36,500
Head of Household: AGI not more than $27,375
All Other Filers: AGI not more than $18,250
CREDIT RATE TWO: 20% of Your Contribution
Married Filing Jointly: AGI* $36,501 – $39,500
Head of Household: AGI $27,376 – $29,625
All Other Filers: AGI $18,251 – $19,750
CREDIT RATE THREE: 10% of your contribution
Married Filing Jointly: AGI* $39,501 – $61,000
Head of Household: AGI $29,626 – $45,750
All Other Filers: AGI $19,751 – $30,500
CREDIT RATE FOUR: 0% of your contribution
Married Filing Jointly: AGI* more than $61,000
Head of Household: AGI more than $45,750
All Other Filers: AGI more than $30,500
*AGI = adjusted gross income
Source: IRS
Avoid Fees.
So, fees are kind of like an anti-compounding evil force in the savings and investment world.
Seriously, we think of them as the Darth Vader of building savings and investments.
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Here’s another great graph to make the point.

For those who can’t see a graph, good news, I have another story. There were two people saving
for retirement, and each of them saved $100 per month over a full 40-year career. Investor
number one did very well in his retirement account, earning a 10% average rate of return
resulting in a $335,000 nest egg, after a 2% management fee. Investor number two also did very
well in her retirement account, earning a 10% average rate of return resulting in a $522,000 nest
egg, after a 0.4% management fee. But look at that difference, those fees can really add up! Try
thinking about fees like this: when you invest $100 with a 2% management fee, those fees come
off the top, so you’re not really investing $100, but rather $98.
Similarly, never be willing to pay a sales fee for an investment. In fact, all the independent
research indicates that simple no-load S&P 500 index funds outperform about 85% of all
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managed investments. Oh yeah, an index fund is just a type of mutual fund with a portfolio
constructed to match or track the components of a market index, such as the Standard & Poor's
500 Index (S&P 500). An index mutual fund is said to provide broad market exposure, low
operating expenses, and low portfolio turnover according to www.investopedia.com. So keep it
simple, avoid those fees, and start saving now! For more information about investing and
avoiding fees, check out the education center at www.vanguard.com.
Don’t Panic! Patience Is Action.
A few months ago, a friend mentioned that she had sold out of her retirement investments after
the stock market had declined by 10%. She was convinced that the market was going to continue
to decline and she didn’t want to lose more of her hard-earned and invested dollars. I talked with
her just last week, as the stock market was setting new all-time highs and asked how things were
going. She was still waiting for the right time to start investing again, even though the market
had more than recovered.
So here’s the thing: when the stock market goes down, people get understandably nervous and
feel like they need to do something and end up locking in a loss. Then, folks do nothing for a
while as the market starts to rise again and often push past previous highs. Feeling more
confident with the direction of things, people start to buy, until the next pullback, when… the
process begins anew! Simply put, investors have a tendency to buy high and sell low according
to research published by the Federal Reserve Bank of St. Louis. Investors tend to buy into mutual
funds after their performance rises and sell out as performance drops. This is affectionately
known as “participation in the downside” while being out of the market during the rise. So,
basically, don’t do that!
And here’s why: significant stock market pullbacks are about as common as Christmas.
According to Morgan Housal of The Motley Fool, since 1928, the stock market has declined
10% or more from a recent high 89 times, or about once every 11 months, with just a handful of
years escaping a 10% dip. And 20% market drops have occurred 21 times since 1928, or about
once every four years. As some of the other staff at The Motley Fool explain:
“In retrospect, buying at the lows was the smart way to go. This is not cherry-picking a particular
historical example, either, as every single major stock market decline in U.S. history has been a
buying opportunity for investors with a longer investment horizon – a trend that stretches from
the Great Depression in 1929 to the subprime financial crisis in 2008.
When you are investing for the long-term, time is on your side, so you should capitalize on shortterm volatility to make opportunistic purchases, as opposed to running away and selling at the
worst possible moment.”
-The Motley Fool
So, we know there will be market declines, but what to do? Well, we have some very cuttingedge advice when it comes to savings and investment and market fluctuations. Ready? This is
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earth-shattering stuff: OK, so, do nothing! No, really, if you were investing $100 per month, just
keep doing that. Don’t sell. Don’t panic. Just keep doing what you have been doing, and the
market will rebound. It may take some time (or it may not) but just keep investing your money
will be fine. People always want to take action, but hear this clearly: in life, and particularly in
investing, patience is action!
Oh look, another fantastic graph!

-The Motley Fool (http://www.fool.com/investing/general/2013/06/18/your-last-remaining-edgeon-wall-street.aspx)
This graph doesn’t really lend itself to a good story, but it’s super important. Now, let me
describe it. It’s a bar graph with the left-hand axis being the likelihood of an “up market,” and
the bottom axis is the length of time one stays invested, using historical data from 1871 to 2012.
The graph shows, rather convincingly, that the longer you stay invested in the stock market, the
more likely you will have a positive outcome. For example, if an investor was in the market for
only one month at some random point from 1871 to 2012, they’d have a 52% chance of a
positive outcome if they cashed out at the end of the month. If they stayed in for one year, they’d
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have a 68% chance of making money. Better yet, 88% of 10-year investments gave positive
returns, and a full 100% of investments held for over 20 years had positive returns!
1. Stay Invested.
Wouldn’t it be great if we all utilized, starting as that 16-year-old, every above-outlined
retirement strategy? If you’re in your teens or twenties, please follow this savings advice, and
believe me, your future self will thank you. For folks who maybe didn’t get the savings memo
‘til later in life, it’s never too late. Start saving, pay down that mortgage, avoid fees, and don’t
panic when the next downturn arrives. Make a plan, stick to your plan, and don't get distracted
by short-term results.
Remember, you get to control what you spend and what you save and what your future looks
like. Don’t sell your future self short. Sacrifice a little today; it will really add up in the future!
Get started today!
A solid retirement starts with early action, so take all these tools and start using them today! And
you can even see the benefits of that action with online resources and more. Remember that
awesome retirement calculator you checked out at the beginning? Go back to it and plug in some
numbers, but enter what you could achieve given this toolset. See how much more you could
have in savings and retirement income, just from working hard and using money wisely?! So go
ahead and take these steps… Your future self will thank you!
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