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			INTRODUCTION

			WE ALL HAVE WHAT I like to call “pivotal moments” in our lives. Something happens that alters the way we think and perhaps even changes the course of our entire lives. For me, it happened when I was a teenager.

			I was born in 1955 and grew up on what I like to call the “silver spoon plan” in Atlanta; it seemed our family wanted for nothing. When I was a teen, I went to American University in Washington, D.C., and my parents were footing the bill.

			One Thanksgiving, I came home from college and there was something like an air of death around our house. We had a solemn dinner and everyone was quiet. I kept thinking, “There’s something wrong. I just know it.” Sure enough, we finished dinner and my dad asked me to wait at the table after saying, “I’ve got something to tell you.”

			I thought for sure he was going to tell me he was dying. Then he looked at me with this pained face and said, “I lost my job.” Suddenly, I started smiling from ear to ear.

			“Why are you smiling?” he asked me.

			I had to explain how relieved I was because I thought he was dying! He relaxed at that point because he probably saw that things could be a lot worse than a job loss.

			But the next thing out of his mouth was a stunner. “There’s no money to pay for your next semester at college.”

			Now, I thought my folks were loaded with dough. But they lived a high-voltage lifestyle, where everything they earned, they also spent.

			I was eighteen or nineteen at this point. So I went back to school and started looking around for work. I wound up working during the day full-time and going to school at night. After I finished my bachelor’s degree in urban government, I got a job with IBM as a bill collector because I knew they would pay for my master’s degree.

			The deal was that I had to pay for my own books and get a B or better in a course in order to be reimbursed. I hate to say it, but I was never the best student. But you better believe I got a 3.9 GPA in my first quarter in grad school! And I never got less than a B during the rest of the time there, because I wanted IBM to pay the tuition for my master’s in business management. Thanks, IBM!

			I spent the first part of my twenties working as a social worker for almost four years out of grad school. But at twenty-five, I decided I wanted my own business. The airline industry had just been deregulated and I thought the free market would help travel explode in popularity. This was before the Internet. Turns out I was right; every eighteen months I would open a new office.

			In 1987, I got a buyout offer for my chain of travel agencies. The buyers wanted my locations and my employees but not me. So I moved to the beach and had a grand old time living the retired life at thirty-one.

			For some complicated family reasons, I soon had to leave the beach and go back to my birth home. I was doing nothing, just watching reruns on TV and training for biathlons. Out of the blue, I got a call from a local radio station that had a Sunday travel show and they asked me to be a guest.

			From that one appearance, everything else in my career happened. Over time, I went from being an occasional guest to a regular guest to a host on my own travel talk show. I ultimately ended up as host of a weekday call-in advice show about money called Cover Your Assets in 1989.

			Ever since then, I have been giving advice on the air. The show eventually morphed into The Clark Howard Show. I became a newspaper columnist in 1990 and started doing TV work in 1991.

			In 1993, I saw there was a need for people who were too shy to talk with me on the air to have their questions answered off the air. So we started taking phone calls forty-five hours a week off the air with the help of more than one hundred trained volunteers at the Consumer Action Center (later rechristened simply as “Team Clark”).

			In 1997, we launched ClarkHoward.com. The following year my radio show went into syndication. And over the years, I’ve written nine books. I’m also the cohost of HLN’s Evening Express every weekday evening.

			The other things in my life involve investing on two different fronts. I’ve been in real estate since I was twenty-two, as a buyer of distressed property and as a landlord. And I’ve been investing in the stock market since I was very young.

			My dad worked on the floor of the New York Stock Exchange as a young man, and he taught me in elementary school how to read stock tables while most kids were trading baseball cards. I’ve always had a fascination with it, based on his enthusiasm. I also had an investment company with my dad, which invested in everything from privately held to publicly traded companies of all sizes.

			For me, what happened when I was a teen was great. It made a huge difference in my life by getting me to work at a very young age. That meant I missed a lot of the fun that people have in college, but the result of it and the benefit in my lifetime has been great. So when you hear me talk about how to save, that’s not a theory. That’s the truth. It’s the reality of my life.

			I don’t want you to be or feel powerless, to feel as if you don’t have options. Sometimes things happen that are out of our control. Most of the time, though, it’s the choices we make, both little and big, that make the difference in what control we have over our lives and over our future.

			I want you to take charge and take control. One dime at a time, one dollar at a time, and one day at a time. The end game is not to pinch a buck; it’s to have the freedom to make choices—freedom to save, invest, and do as you wish. You’ll notice that’s a strong theme throughout this book.

			In my last book, Living Large in Lean Times, I offered hundreds of great tips on how to save money. Since then, it’s become clear that not only do we need to save for the short term, we need to think of lean times as something that might be with us for years.

			So how do you prosper at a time when our country is not prospering as much as it did in the past? How do you thrive with the new rules of the game?

			Living Large for the Long Haul introduces you to some Americans who are thriving and shares their fascinating stories with you.

			At the end of each person’s story, I offer commentary and takeaways that wrap up their story and explain what you can learn from them—what they’re doing right and what they could be doing better. After you read just one story, you’ll know how you can put my financial advice to work in your own life today.

			Because I live in Atlanta, a number of people you’ll meet in this book are also from Atlanta. That just makes sense. But you’ll also meet many others from across the country, from the Great Lakes region to the Pacific Northwest, from New England to the heartland, and from the Southwest to the mid-Atlantic and everywhere in between.

			—Clark Howard

		

	
	
		
			CREDIT

			Your credit score—it seems like the whole country is obsessed with those three little digits that hold the key to unlocking better interest rates for borrowers, lower premiums from insurance companies, and even job offers from many employers.

			In this chapter, we meet three people who are recovering from shaky credit, one family who maintained rock-solid credit during the recession, and one person who went from having no credit to having great credit. I’ll also show you why credit scores fall, how to make them go back up, how to challenge errors on a credit report, and how to get credit if you’ve never had it before.
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			THE RISING STAR

			Anthony raised his credit score by 300 points while earning under $30,000

			ANTHONY EARL IS A STAR. Not a rock star or a star of stage and screen, but a rising credit star.

			He’s among an estimated 1.5 percent of Americans who took the necessary steps, sometimes against all odds, to boost their credit score during the Great Recession.

			In Anthony’s case, he actually raised his score by nearly 300 points at a time when we as a country were in the deepest trough of recession.

			And he did it, in part, by paying down more than $30,000 in credit card debt while earning, as he told me, “below $30,000 annually” working for the government delivering mail to state facilities in Salt Lake City, Utah.

			Now normally when someone’s consumer debt exceeds more than 50 percent of their annual income, it becomes very difficult to dig out. But Anthony refused to accept poor credit and mounting credit card bills as a fact of life. And that’s why I want to share his story with you.

			Every day the fortysomething state employee’s mail delivery route takes him from Layton to Sandy straight through the heart of his downtown metro area. A breathtaking view of the snowcapped Wasatch mountain range is his constant companion. But life wasn’t so picture-perfect for Anthony when he was digging his way out of debt for nearly five years.

			His problems with credit card debt and low credit scores started for perhaps the noblest reason of all: because he chose to help a family member when she needed it most. People end up in debt for all different reasons, and helping a loved one is one of the best I can think of, though the consequences are no less dire just because your heart is in the right place.

			“My sister was separated from her husband and he was not providing financial support. Every time the state found him and garnished his wages, he would just switch to another job,” Anthony says. “I stepped in to help, and ended up in a bad way. When my sister’s husband finally started supporting her and their children, I had accrued just over $30,000 in credit card debt on a half-dozen cards.”

			Being unmarried with no children himself allowed Anthony to swing the financial commitment to his sister from April 2006 to March 2008, paying for her groceries and utilities. But during that time, the former army and navy man who served during Operation Desert Storm was racking up more and more late payments on his own bills.

			When he checked his credit scores from Equifax, Experian, and TransUnion, he discovered they averaged out to 512—firmly in the subprime credit category.

			“All of my friends had scores that were in the high 600s to 700s, and they were telling me that I needed a score in the 600s to get a loan for a vehicle,” Anthony says. “The situation was depressing because I did not know exactly how to improve my credit score, so I could not get a new vehicle loan.” (Anthony continues to drive his “old, beat-up” 1998 Ford Ranger with 121,000 miles on it and a rebuilt transmission.)

			After listening to my radio show, he quickly formulated a plan that he put into action starting in May 2008. He began throwing the bulk of his money at the credit cards with the highest interest rates first, while still making more than the minimum payment on his other cards.

			But he made a few critical errors along the way.

			“When I had one card paid off, I would then cancel that card, and then proceed in the same pattern with the next card,” Anthony says. “Ouch. I was stabbing myself in the back by doing this! My debt-to-credit ratio would jump to about 90 percent after I canceled the paid-off card.”

			This is a classic mistake and twofer that’s really easy for most people to correct. Thirty percent of your credit score is keeping a low credit utilization rate. So each time Anthony canceled a card, he reduced his available credit and actually raised the percentage of the credit he was using. Meanwhile, another 15 percent of a credit score is keeping lines of credit open. Between the two, that’s almost half of your credit score right there.

			That’s why I always tell people to resist the temptation to cancel a credit card when they’ve paid the balance down to zero. It’s better to keep it open and use it for small charges twice a year.

			Anthony also had some sporadic late payments that were dragging his score down. So he came up with a very old-school solution to address that problem.

			“I started sending all of my payments USPS Priority Mail so I could track when they arrived, and I changed myself so that I was positively sending every payment in early. Paying $5 was much better than paying a $25 or $35 late fee,” Anthony told me. “Whenever I got a late fee charge, I would call the company and challenge it, and then send in a written statement saying the same thing, accompanied with copies of my proof.”

			With those problems under control, Anthony had to find a way to build his credit score back up. The quickest way for him to do that was to apply for more credit.

			Applying for credit is the kind of move that pinches your score by 10 or 15 points in the short term because the risk you pose to a lender rises when you have more credit that you could potentially charge up and default on. But, ultimately, it raises your score in the long run when you demonstrate that you can responsibly manage having a higher available credit limit.

			So Anthony got two additional major credit cards—not store cards that don’t really help your score at all—and practically guarded them with his life.

			“These extra cards were locked away and I would use them only for small purchases under $50, so they could be paid off when the next card statement came,” he says.

			I encourage people to get a calendar and mark a date—maybe your birthday or the first of the year—and then another date six months later. When those days arrive, get your credit cards out of the dresser or from the back of your wallet and use them. Then pay the bill when it arrives in the mail. This keeps them active in your credit mix.

			After four years of paying down his debt in a timely manner, Anthony made his final payment in May 2012 on the debt he had accumulated helping his sister. And at last check, the blended average of his credit scores had climbed from a below-sea-level low of 512 to a Wasatch mountain high of 805.

			Reducing debt in his life has made so much more possible. In early 2013, Anthony bumped his 401(k) contributions up from 3 percent to 6 percent to pick up his employer’s full matching contribution, and he also started a rainy day account. Next on the horizon is saving for some college evening classes. Even having to self-finance a bathroom remodel that he’s doing himself is easier now that he has the experience of paying down $30,000 under his belt.

			Now that you’ve heard Anthony’s story, what can you do in your own life to be a rising credit star?

			Know that there is no magic bullet to fix your credit.

			
					Credit repair companies say they’ll remove bad credit marks from your record for a price. But what these firms typically do is use a technique to temporarily raise your score by a significant number of points for a few weeks before it plummets back down again. Anyone who says they can magically eliminate bad items on your credit report is telling you a big lie. Use the money you would pay them to pay the debts you owe and that will improve your credit score on its own.

			

			Find out what’s in your credit report.

			
					You have a credit file at each of the three main credit bureaus—Equifax, Experian, and TransUnion. Once each year, you’re allowed by law to see your credit file.

					AnnualCreditReport.com is the only legitimate site to do this for free. I advise people to pull one report every four months. That way you’re never more than 120 days away from knowing if there’s funny business going on with your files.

			

			Challenge errors with the credit bureaus.

			
					Errors on credit reports are common. Maybe your credit file is “married” to somebody else’s who has the same or a similar name, or maybe there’s a false lien supposedly filed against you. It could be anything; those are just two of the most common examples.

					When there’s something wrong on your credit file, you need to file a dispute with both the credit issuer and the credit bureau simultaneously. Send all your documents by certified mail, return receipt requested, which means you have to use the manual form, not the automated system.

					If the problem is not fixed, redispute it with the bureau. If that fails, you must sue both the credit issuer and the credit bureau in small claims court. Most of the time, both parties will cave before the court date and remove the black mark from your report.

					Should all this fail to get the job done, there’s a new cop on the beat overseeing the credit reporting industry.

					The Consumer Financial Protection Bureau (CFPB) is now accepting complaints if you’ve been ignored by Experian, Equifax, and TransUnion over errors on your credit report. Make a visit to ConsumerFinance.gov/Complaint your last resort; you want to give the bureaus a chance to mend their ways first!

			

			Don’t apply for in-store credit.

			
					“Would you like to save 20 percent on your purchase today by opening a store credit card?” Not me! Store cards don’t build your credit the way major credit cards from banks or other lenders do. In fact, they actively hurt your score. Opening a single store card will ding your score by up to 30 points for twenty-four months. Plus, store cards have historically had a much higher interest rate than most other regular cards. If you’re going to run a balance, the upfront benefit of a one-time discount doesn’t work out for you.

			

		

	
		
			THE FALLEN ANGEL

			Joyce and Don killed $40,000 of debt in twenty-four months

			LIKE SO MANY OTHER PEOPLE I talked to through the Great Recession, Joyce Fondren knew she was in serious financial trouble.

			In 2008, Joyce, then sixty-five, and her husband, Don, sixty-seven, owed $30,000 on an assortment of credit cards and had refinanced their mortgage to get a lower monthly payment. By July 2010, they owed $90,000 on fifteen credit cards, and most of it came from interest charges.

			“I was making payments of $300 to $500, of which only $100 or so was going to pay down the debt,” said Joyce. “In addition, I was still charging for food [and] gas. It finally got to the point that there was no money left after bills were paid. I would make a $350 payment, which would give me available credit of maybe $100, which I would use. I was robbing Peter to pay Paul—juggling credit cards.”

			Then one night, Joyce and Don had a bit of an epiphany. They were driving their 2000 Ford F-150 pickup from their home in rural Chandler, Oklahoma, to Cimarron Casino near Stillwater, where they went on occasion to forget about their troubles. It was a cool fall night, and Joyce was watching for deer. She saw three cross the road on the forty-five-minute drive.

			Joyce and Don turned on their radio to listen to my show, and heard me mention one of my favorite organizations, the National Foundation for Credit Counseling (NFCC.org). Joyce opened her purse, got a pen and paper, and wrote down the website.

			At first, she looked at the website for the organization but took no action. But later she made contact with the local affiliate, Consumer Credit Counseling Service (CCCS).

			“CCCS contacted all our cards and negotiated very low [6 percent or less] interest and arranged for the debt to be paid off in five years or less. In return we had to contact all our accounts and tell them what we were doing, which was very humbling, and close accounts. We could not incur new debt.”

			Joyce and Don had to cut up all their credit cards, not an easy thing to do for a couple who was relying on credit to buy essentials like food and gasoline.

			So they decided to make a major ceremony out of it, and on July 14, 2010, one by one, each card went into the shredder.

			“My grandson, who was twelve at the time, [manned] the shredder,” Joyce said. “If you have ever watched Survivor on TV, at the end of the show when only two contestants are left, they talk about and remember those who are gone. We did that with each card. For example: ‘This card was used on the trip to Indiana to see our son and all the casinos in between. This one was used to buy our mattress set.’ We would make a comment about the card and then our grandson would send it to shredder heaven.”

			Joyce said the last card was the hardest of all to shred.

			“It was the first card I ever had in my own name. We owed $15,000 on it. It was the card we used to go to casinos in Tunica, Mississippi.”

			And, oddly, there was a problem sending it to its fate.

			“It seemed the shredder was worn out with the previous fourteen. We could also imagine my last card hanging on for dear life to not go down the shredder. But, alas, it also succumbed.”

			With no more active credit, Joyce and Don, with the help of CCCS, set about paying down their pile of debt. They began sending $1,897 a month to CCCS, which after a fee of $35 per month, would then make payments to each of their creditors at a discounted negotiated rate.

			Joyce said the CCCS plan was to pay off the smallest balances first. A little more than two years after they began their plan, Joyce and her husband had paid off five of their fifteen credit cards and expected five more to be paid off within five months.

			Their total debt had fallen from $90,000 to $50,000.

			Believe it or not, Joyce and Don were a frugal couple whose once tidy financial life spun out of control from a combination of medical bills and their love of the aforementioned casinos.

			“I knew all about the dangers of credit cards,” Joyce said. “In fact, I am a math teacher, and one of the classes I teach is Math/Finance. My only defense is that we were victims of excellent credit just a few years ago and so came a deluge of cards.”

			The couple raised five children on one income. Then came a series of illnesses.

			“It seemed we developed the attitude of ‘Eat, drink, and be merry, for tomorrow we die,’” Joyce said. “The problem is we did not die and we found ourselves saddled with unsecured debt.”

			It started when Don felt compelled to retire from his downsizing company at age fifty-three in 1994. It was the second downsizing for the company, and the retirement package was not as good as the first. Future downsizings were expected, and they were worried about benefits for the next group to be downsized.

			“Our lives changed more drastically than we realized at the time. Our two older children were ages twenty-eight and twenty-six and on their own. We still had three, ages eighteen, sixteen, and fourteen, at home. College expenses loomed. In addition, I was attending college,” explained Joyce.

			Don’s income from his company pension plan was less than a third of his salary. Joyce had assumed he would get a part-time job to supplement their income, but she didn’t realize what a blow it was for him to have lost his full-time job.

			In 1998, he went to work as a maintenance supervisor for a college. But between 1994 and 1998, he only had some sporadic temporary work. During this time, Joyce was working on getting a degree to become a math teacher.

			They lived off the $100,000 in his 401(k) and went through it all.

			Then things started to improve. By August 1999, Joyce had a full-time teaching position and Don was working and receiving a pension from his old company. Her health insurance was covered at work and his was covered by his pension plan.

			That’s when the health problems started. He had two strokes, developed diabetes, and had to quit work. He accrued high medical bills despite his insurance. Later he suffered a blood clot in his leg and a second stroke.

			“He was actually quite lucky. No serious debilitating side effects from the two strokes. However, we did have serious, debilitating medical bills even with good insurance,” said Joyce.

			Joyce had her own medical problems that caused the couple to accumulate bills. But they’re still pushing through. Her health has been pretty good, except for being plagued by kidney stones for forty years. In April 2009, she was hospitalized with renal failure due to blockage of the kidneys by numerous stones. This was followed by quite a few outpatient procedures to get rid of the stones, creating some big-time medical bills.

			The couple did not buy things or splurge at restaurants. They drove their cars until they could run no more. They paid their bills on time.

			“Casinos were our downfall,” Joyce said. “They enable you to forget your worries.”

			After they paid their bills, they would spend their extra cash on casinos.

			“At first we had to travel out of state for the casinos. At that time we were not addicted. Then about six years ago, Indian casinos started popping up everywhere. If we spent all our cash on casinos, then we used credit cards for gas, food, whatever.”

			Now there is little to spend on casinos.

			“We still go, but now we can only spend a little. We cannot borrow money to get us out of a tight spot.”

			As for me, I don’t understand casinos. A couple of years ago when I was in Las Vegas, my executive producer Christa DiBiase asked me to play one dollar for her in a Tabasco slot machine on her behalf. Well, I promptly lost it and, boy, did that foul up my mood for the rest of the day!

			But with Joyce and Don’s debt clearing, there is reason to celebrate. Joyce’s credit score on CreditKarma.com was up to 720 and on TransUnion it was 679, up from the 500s in 2010, and it showed her paying on time.

			And every July 14, on Bastille Day, Joyce and Don remember the day they shredded their credit cards and took a big step toward a better financial future and hopefully many more happy days together.

			What can you take away from the couple’s story?

			Get legitimate professional help with your debt.

			
					Whenever people get into trouble with their bills, I recommend they go talk to a local chapter of the National Foundation for Credit Counseling. The NFCC offers free or very low cost credit and debt counseling through affiliates around the country that are branded locally under different names. Consumer Credit Counseling Service was the local affiliate in Joyce and Don’s area.

					One in three people seen at an NFCC affiliate needs simple budgeting help to get their debt under control. I usually find setting a goal of paying down debt in sixty months or less works best for people. Anything greater than sixty months and people tend to lose their focus.

					Joyce and Don, however, needed something more—a hardship debt management plan. With this kind of plan, the NFCC affiliate charges a nominal fee to negotiate a reduced interest rate and lower your payments if you qualify. Visit NFCC.org or call 1-800-388-2227 for more details.

			

			Or do it yourself!

			
					Did you know that you can negotiate down debt on your own? Begin by figuring out what you owe and what you can afford to pay. Then call up your various creditors and say, “My total debt is X number of dollars and I can afford to pay you X amount every month.”

					Make sure all your creditors agree to your terms in writing or tell them no one will get anything at all. They’re all scared that you’ll bankrupt out and leave them high and dry, so you have the power in this situation.

					When you do agree on a negotiated payoff for all your creditors, make your payments by money order only. Don’t give any creditor access to your checking account or they might help themselves to your funds.

					I should note that this approach will foul up your credit and you’ll get a tax bill from the IRS for each settlement. But if you’ve reached this point in your financial life, your credit is most likely fouled up already and the end result of this attempt can actually improve your situation over time.

					Regarding the tax bill that you’ll get, say you owe $10,000 to one creditor and they take $2,000 to settle up. In that case, the $8,000 that’s written off is considered taxable income for you. Expect to get a 1099 form in the mail that’s considered “phantom income” by the IRS.

			

			Make a credit card payment every fourteen days.

			
					The method of paying down debt recommended to Joyce and Don by the NFCC affiliate—paying off the smallest balance and then working your way up to your biggest balance—is called the “debt snowball plan.” It’s an idea that’s been popularized by my friend and fellow radio host Dave Ramsey.

					That’s a great way to get the job done, but far from the only approach. I’d like to suggest one other approach that I learned about in the book Invest in Yourself: Six Secrets to a Rich Life by Marc Eisenson.

					Begin by targeting the card with the highest interest rate. Pay more money toward that credit card and slightly less toward the other cards, until the card with highest-interest debt has a zero balance. Then you move on to the next card, and so on and so on.

					Eisenson specifically suggests that you make a separate payment every fourteen days to the credit card company. Work these payments around your statement cycle to avoid paying late fees. Credit card interest is typically compounded daily, so this can get you paid off a whole lot faster.

			

			Stop the pre-approved credit applications in your mailbox.

			
					In the final summation, Joyce and Don got into trouble partly because they had too much credit at their disposal. If you’re worried about following in their footsteps, there’s a simple fix I can recommend.

					Dial 1-888-5-OPT-OUT (1-888-567-8688) or visit OptOutPrescreen.com and you can have your info removed from marketing lists for preapproved credit and insurance offers from the three major U.S. credit bureaus. It’s OK to enter your Social Security number when prompted for it by the computer system. That’s how they verify your identity and remove you from the lists.

					However, calling the number will not stop your bank, credit union, or brokerage company from selling your information. For that, you must respond individually to the privacy policy statements you receive from each financial institution in the mail. Or you must call the institution or company yourself.

			

			Watch your discretionary spending.

			
					Joyce and Don still go to the casinos, but they’ve learned to control their spending. Other Americans might not regularly hit the casinos, but there are other gambling threats draining their wallets and they’re going on unchecked.

					There’s a convenience store gas station down near my house that every Friday night is swarmed with people buying lottery tickets. I see people drop $20 at a time on scratch-offs and lottery tickets—and we’re talking about people who absolutely need that money to pay bills and take care of their families.

					But there’s the lure posted on those big billboards on highways pushing that huge jackpot of $140 million or whatever it is. Yet have you ever actually stopped to think about the odds that you’ll hit the Mega Millions jackpot?

					Physicist John Swain (aka Dr. Knowledge) of Northeastern University ran the numbers for the Boston Globe. His findings show that you have a 1 in 175,711,536 chance of winning. Meanwhile, Swain says there’s a 1 in 10,000,000 chance you’ll be struck and killed by lightning.

					To quote Jim Carrey in 1994’s Dumb & Dumber: “So, you’re telling me there’s a chance?!”

			

			Have a positive mental attitude.

			
					Keep the spirit and don’t give up, or these tips I’ve laid out here and elsewhere in the book won’t work for you. Everybody has problems, but some people choose to make a bump in the road into a molehill, while other people let it loom as large as Mount Everest.

					My late father used to tell me that life is like a boxing match with ninety-nine rounds, and sometimes you get knocked down, get back up, and go on to have a good round. You might be in your eightieth round, but you’ve got to get back up.

					Winston Churchill said it best when he said, “Never give in. Never give in. Never, never, never, never—in nothing, great or small, large or petty—never give in except to convictions of honor and good sense.” You might be deep in credit card debt today, but don’t throw in the towel. You probably didn’t get into debt overnight and you won’t get out immediately, either. But you’ve got to keep working your way out, day by day and piece by piece.

			

		

	
		
			GOLDEN

			Melinda and Doug’s income dropped by 80 percent, but they kept their credit rock solid

			LET ME LAY MY CARDS on the table: My credit score was 776 at last check, not exactly “golden” in the industry of the credit lingo. In order to be golden, you need a credit score that’s 800 or above on the 850-point FICO scale. At 776, I have a patriotic number, but it’s more silver than gold!

			So I took notice when Melinda Smith of Hillsboro, Oregon, wrote to me saying that she and her husband, Doug, both forty-two, have maintained golden scores for decades despite falling on hard times during the Great Recession.

			“Mine is 805, my husband, 809. Had those scores or higher since our twenties. Even after one or the other being unemployed for about three of the past five years,” Melinda noted on my Facebook page.

			Having great credit scores during both good and bad times has helped the Smiths when they needed it most with low interest rates on home loans, auto loans, and credit card debt, plus it allowed them to refinance mortgages easily.

			“I remember when I was twenty-eight and wanted to refinance my house and I called a lender to get a quote,” Melinda says. “The gentleman who I spoke with seemed very condescending and didn’t seem interested in dealing with me until he pulled my credit score. He was shocked and said that I had ‘gold balls’ credit and he was impressed. The refinance went much smoother after that and he was much more helpful.”

			Fast-forward to the Great Recession, and like many Americans, the Smiths have wrestled with having their work hours scaled back over the last five years.

			Beginning in 2007, Melinda went from a $25-an-hour position doing administrative work at a small environmental consulting firm to $10 an hour for the same job at a dentist’s office. She’s now working as an office manager at Allstate for $14 an hour, with a schedule that can vary from ten hours a week to as many as thirty-six hours.

			Meanwhile, Doug has held four jobs since 2007, all in the service departments of Portland-area car dealerships. He’s now the full-time service manager at a dealership specializing in Volvos and other vehicles, and is paid mostly on commission, with biweekly checks that range from $1,867 to $3,387 per check.

			But during the worst stretch, their household income dropped from $100,000 to $20,000 between unemployment compensation and part-time work.

			That put the Smiths into an uncomfortable position. They had to wipe out a $20,000 emergency fund in order to keep up with their monthly bills. They also had to pay for COBRA when they didn’t have steady work. (Melinda is diabetic.)

			So the couple, who has a nine-year-old daughter named Olivia, went from paying their credit card bill in full each month to being partial payers still making well above the minimum payments.

			By prioritizing their obligations even when money got tight, the Smiths did the single best thing anyone can do for their credit score: Always pay each and every bill on time.

			“We have always paid more than the minimum payment even when money has been tight and always on time,” Melinda says. ”I’m not going to say that we haven’t had to utilize some credit to get through the past five years or so, but we are making great strides in getting it paid back down while trying to build up our emergency fund again.”

			Doug adds, “My parents taught me a long time ago, for the most part you pay cash for things. If you can’t afford it, you can stretch it, but no more than several months. I figure it’s part of my duty as an American to have good credit.”

			Another key to the Smiths’ maintaining a high credit rating through thick and thin has been keeping their credit utilization low. Currently, Melinda and Doug have charges of $16,000 against their total available credit of $120,600 across four different credit cards. So they’re using 13 percent of their credit.

			The Smiths also have unusual ways of staying afloat when times get tough.

			For starters, Doug told me he’s perfected the art of car flipping. Last year, he bought a beat-up 1999 VW Cross Country with 138,000 miles on it for $1,000 cash. With his dealer discount, Doug got the necessary parts for $800 and did the repairs himself. He later sold the car for $4,900 on Craigslist, and that’s roughly the tenth time he’s flipped a car over the years.

			Doug’s entrepreneurial spirit carries over into one other area of the family’s life too: birthday party entertainment.

			If you want a real fire engine to come to your kid’s birthday party in Portland, the Smiths are the only game in town. Doug owns and operates Engine 51, a 1987 Spartan FMC Type 1 fire truck with a Hale water pump that holds 750 gallons of water. Basically, every seven-year-old boy’s dream ride!

			Doug was a volunteer firefighter in Cornelius, Oregon, from 1998 to 2000, but he had one gripe during his service. “They never let me drive the fire engine. It got to the point where I was still probationary and I was kind of like, ‘Now, wait a second. Here I am risking my life and you won’t let me play with your toy,’” he told me.

			In 2009, he saw Engine 51 on eBay for $3,500. He watched the auction for weeks, but it never garnered a bid. Finally, with just seconds left, he bid the asking price. The Spartan is valued at roughly $250,000. (Yes, you read that right!)

			Melinda was initially aghast at the buy.

			“When I actually saw that he had just purchased a modern full-sized fire engine, I promptly announced that he would need to figure out a way for it to make us money,” she says. “I then thought about birthday parties and found that no one was offering them in our area. It has been a nice part-time job and really helped us out financially during periods of unemployment.”

			The Smiths charge $175 to bring Engine 51 to parades, restaurant openings, weddings, and other events. Doug even rented out the truck for a season finale of the TNT drama Leverage, earning $1,500 for the two days of filming along with $90 to appear as an extra. For the birthday parties, the family rolls up with sirens blazing in firemen’s turnout coats and helmets and lets all partygoers spray the hose, even adults!

			

			While it never hurts to have a spare fire engine for rent to bring in extra dough to pay down your debt, I know that’s not realistic for most people. So what simple things can you do to boost your credit score?

			Always pay your bills on time.

			
					This goes for credit card bills, doctor bills, utility bills, cable bills, and every other kind of bill. You can use a free budgeting tool like Mint.com to automatically send yourself simple reminders when your bills are due. Or if you’re not high-tech, just mark your bill due dates down on a calendar. Whatever it takes to get the job done. Making timely payments alone accounts for 35 percent of your credit score.

			

			Don’t use too much available credit.

			
					Let’s say you have one credit card and it has a $5,000 limit. If you’re carrying a $1,500 monthly balance, you’re using 30 percent of the total limit. For a solid credit score, don’t use more than 30 percent of your available credit. For a top-tier score, stay below 10 percent. This factor accounts for another 30 percent of your credit score.

			

			When you pay off a credit card, don’t close the account.

			
					People get so excited to close their cards when they pay the balance down to zero. Don’t do it! It will only reduce your available credit and lower your score. You want to have four to six lines of credit. Use them twice a year for small purchases to keep them active and pay them off right away. Fifteen percent of your credit score is having open lines of credit that are responsibly managed.

			

			Know your credit score.

			
					Your true score is the FICO score, but you have one FICO score from each credit bureau.

					The one most lenders use is the Equifax FICO score. The question is, do you really need to know your real credit score? It’s only really necessary when you’re getting ready to take out a home or auto loan. In that case, you can pay a small fee at myFICO.com to learn your true score. Otherwise, if you just want a credit checkup, you can get a free non-FICO credit score from Credit.com, CreditKarma.com, or Quizzle.com.

			

			Have alternate streams of income.

			
					Melinda and Doug found clever ways to make money, pay their bills, and maintain good credit even when the income from their day jobs dwindled. You’ve probably seen ads by the side of the road promising you can make hundreds in your spare time working at home. I get calls every day on my radio show from people who have been duped out of money that was supposed to get them insider info on the track to wealth.

					In reality, the best work at home is almost always drawing on your life experience, skills, training, and prior work experience to do something better, cheaper, or more conveniently for someone else based on what you already know. Anybody who promises you an insta-business for your cash is only going to make you insta-poor.
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