
The title is more of question than a statement. Do you own your life 
or do you just survive? If you not sure of the answer, don’t be 
discouraged. These next five chapters are geared to help you get 
control of your life!

Own Your Life
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Financial Goals

The title is more of question than a statement. Do you own your life or 

do you just survive? If you not sure of the answer, don’t be discouraged. 

These next five chapters are geared to help you get control of your life 

and the information is absolutely free. Answer these next questions to see 

where you stand.

Do you have a working monthly budget?

Do you carry less than 30% in revolving debt?

Do you save at least 10% of your income?

Do you have a retirement plan?

If you answered yes to all these questions than you do own your life. All I ask is 
please educate as many people as you can about your success. If you answered 
no to any of the above questions, than you are working just to survive. Life is 
too short for this pressure. Please continue to read on and open your mind to 
create a new plan for success.

One of the most frustrating things you can do is set up a budget. “It’s just too 
complicated” or “I really don’t want to know the truth”. Trust me, I’ve been in 
your shoes. High school never prepared me for financial success. I jumped into 
this world buying what I wanted and never cared about getting older. Eventually 
every time I got paid, it went right out to debt. Finally the debt grew and 
surpassed my income. So I did what a lot of people do, I buried my head in 
sand, wishing it would just go away.

Chapter One

adebtcoach.org
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After getting sick of all the collections threats, I decided to find the quickest 
way to solve this problem.

After getting sick of all the collections threats, I decided to find the quickest way to 
solve this problem. I went and saw an attorney about bankruptcy. He made it sound so easy. 
Just file on your debt and spend the next seven years rebuilding your life. Then it sunk in, 
I’m 22 years old and I qualify for personal bankruptcy. This is just sad. There has to be a 
better way than reneging on my obligations.

I went to the Library because the Internet wasn’t available, that’s how old I am. I 
researched books on budgeting. It was clear to me that these books were written in debt free 
times and had no bearing on today’s life. I was too far gone for a Leave it to Beaver budget. 
So I took some of the concepts and sat down and created a basic budget. By the time I was 
finished, I was $450 a month short. So I had two choices, find a better paying job or buckle 
down on my personal expenses and get out of debt. It took me 22 months to pay off 
$19,000 in debt. BTW; the better paying job came after I was debt free.

Today I am a Certified Credit Counselor at A Debt Coach. We help people achieve 
their debt free dream. So the rest of this article is what A Debt Coach teaches to it’s clients. 
Don’t worry, you can always call us for free assistance.

adebtcoach.org
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Step One – Financial Goals

The first thing everybody needs is a Financial 

Goal. When you’re struggling to make ends meet and 

nothing looks better than the bed at night, you need a 

motivational goal to strive for. Goals are simple. My first 

goal was to create a workable budget. My Second was to 

use the allotting income for my bills to invest for my 

future, once I was debt free. So don’t overdue your goals. 

Keep them simple and obtainable and this will keep you 

focused. Once you get control of your life, you can always 

add more goals to strive for.

5

Setting financial goals is one step toward creating your dream life. In fact, the research has 

pretty much settled it: setting goals improves your performance across every facet of life; whether 

you want to lose weight, be in better shape or save more money. Success only happens if you set and 

pursue your goals the right way. (Why do you think 92% of the people who make New Year’s 

resolutions fail to keep them?)

A Debt Coach is here to help you with not only setting your financial 
goals but getting to the finish line.

adebtcoach.org
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List your financial goals – Don’t stress about making this step perfect, your goals are going to change over time. 
Start with what are your top three today: buying a home, opening an investment account, paying off your student 
loans? All three? O.K., now write your goals down. Why? Because research shows that people who write down 
their goals are more likely to achieve them. Use the form on the next page to start listing them.

Make your goals specific – Research has shown again and again that the best goals are clear, measurable and 
require you to rise to the challenge. In other words, “Get better with money” will do nothing for you, just like 
“lose weight” doesn’t seem to move the needle on the scale. Make your goal “pay off my $9,000 in student loans 
by 2017” and you’ll know exactly what your goal is and when you’ll achieve it. Also, research shows you’re less 
likely to give up on a goal when you can see the finish line. And, like with exercise, your goal should involve a 
challenge; it can be demotivating when your goals are too easy to reach.

Figure   out  what   your  real  motivation   is – Knowing   the  motivation  for  achieving  your  goal  is  important  
to  reaching  it.  As  you  write  down   the  goal  list  the  motivator  and  make  sure  it  is  intrinsic,  not  extrinsic.  
Extrinsic  motivations  are  reasons  that  are  given  to  you  whether  you  like  them  or  not,  whereas   intrinsic  
motivations  are  ones  you  have  for  yourself.  For  example   a  goal  of,  “Create  an  emergency  fund  because  
that’s  what  everyone  is  doing”  is  extrinsic,  where  a  goal  of  “Create   an  emergency   fund  of  $5000.00  so  
that  I  can  stop  worrying   about  my  finances”  is  intrinsic.  Get  the  idea?  Good,  write   them  down.

Evaluate   your  Budget   – What  do  you  have  available  to  put  towards  your  goals  and  is  it  enough? 20%  
of  your  monthly  income  should  be  going  toward  your  goals.  More   than  that  and  you  could  be  setting  
yourself  up  for  failure.  Less  than  that  and  you  will   be  selling  yourself  short  by  not  leaving  enough   to  
reach  your  goals.
Pay  yourself first by  listing  your  goals  at  the  top  of  your  budget. If  the  amount  at  the  bottom  is  a  negative  
(more  money  going  out  than  coming   in)  look  for  ways  to  cut  back  on  you’re  spending  before  looking  at  
cutting  back  on  your  goals. Is  dining  out,  having  cable  and  internet,  or  going  to  the  movies  every  week  
worth  not  reaching  your  goals?

“A powerful testimonial from a client should go here!”
Temporepra pa incilli quidist est quiae. Ovitatis volupta.

adebtcoach.org
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“Stack”  your  goals  – If  your  current  budget  can’t  afford  all  your  goals  then  “stack”  
them. At  A  Debt  Coach  we  recommend  you  work  on three  main  goals.  First,  you  
should  have  an  emergency  savings  fund  which  is  enough  to  cover  6  months  of  
expenses.  Second,  you  should  pay  off  all  your  unsecured  debt.  Third,  you  should  be  
saving  something   for  retirement.
Now  these  goals  may  sound  “boring”  and  “un-motivating”. To  make  them  more  
exciting  “stack”  them.  By  that,  we  mean  making  the  “boring”  goals  the  first  step  toward  
getting   to  the  fun  goals.  For  example:  “Once  I’ve  paid  off  my  credit  card  debt,  I  can  
start  saving  for  a  new  car  that  actually  runs.”  Or,  “When  I  have  six  months  in  
emergency  savings,  then  I’ll   start  saving  for  my  own  beautiful   condo  with  hardwood  
floors.”

Automate  it – Don’t  rely  on  your  unfailing   willpower.  Automate   your  progress.  Set  up  
an  automatic   transfer  from  your  checking  to  your  savings  account  for  the  amount  you  
want  to  save,  and  have  the  transfer  happen  right  after  your  paycheck  arrives  so  that  
you  barely  see  the  money.  Then  set  up  a  spending  control  system  like  the  “Envelope  
System”  where  you  split  your  paychecks  up  between   separate  envelopes,  one  for  
each  spending  category,  which  helps  you  keep  within   your  budget.

Buddy  Up - Research  shows that  doing  all   the  above  steps  – coming  up  with  goals,  
writing  them  down  and  setting  up  controls  are  great,  but  sending  those  commitments  
to  a  friend  (or  working  with  a professional)  can  increase  your  odds  of  achieving   that  
goal.  Research  shows  that  if  you  are  held  accountable  for  doing  something  you  are  
more  likely  to  not  give  up. Pick  a  supportive  friend,  give  him  a  copy  of  your  budget,  
and  check  in  once  a  month/quarter   to  share  how  you  are  doing.  Or  you  can  always  
use  A  Debt  Coach  and  we  will   be  happy  to  hold  you  accountable  and  help  you  reach  
your  goals.   It’s  what  we  do.

Celebrate - Once  you’ve  reached  your  goal,  you  can  consider  rewarding  yourself  for  a  
job  well  done  with a  well-earned   splurge.  Treat  yourself  to  something   you  like,   invite  
friends  out  to  celebrate  with  you,  or  reward  yourself  with  a  weekend  away  so  you  can  
really  savor  your  accomplishment.

adebtcoach.org
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Financial Goals Worksheet

Goal 
#1: ______________________________________________________________
Motivation: ___________________________________________________
Goals Cost $___________________ Time Frame _____________________

Goal 
#2: ______________________________________________________________
Motivation: ___________________________________________________
Goals Cost $___________________ Time Frame _____________________

Goal 
#3: ______________________________________________________________
Motivation: ___________________________________________________
Goals Cost $___________________ Time Frame _____________________

Goal 
#4: ______________________________________________________________
Motivation: ___________________________________________________
Goals Cost $___________________ Time Frame _____________________

Goal 
#5: ______________________________________________________________
Motivation: ___________________________________________________
Goals Cost $___________________ Time Frame _____________________
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Estimate vs Actual
In Own your Life – Financial Goals, we went over setting financial goals 
and motivational practices to help increase your chances of success. You 
should have your goals set and ready. If not, please go back to Own your 
Life – Financial goals and start there.

Now it’s time to find out your income and expenses. This process will 
take some time and commitment from you. Before we can budget we need 
to find out where how much money we make and where is it going now. 
This is the scariest part of your budget. The unknown. The fear that 
keeps people from trying a budget. Don’t let it bother you. You need facts 
to conquer your fears. Eliminate any fears of losing or having to cut 
back. That’s not part of the exercises. You’re finally going to see the truth 
and the truth will set you free.

Chapter Two

adebtcoach.org
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How much can you depend on every month?

Salaried – This   is  the   easiest   to   calculate.   If  you  
are  paid   on  a  salary,   then   you   are  receiving   the  
same   amount   monthly.   Just   use   your  new  
income   for   the   budget.

Hourly – If  you’re   paid   by  the   hour   and   if  your  
hours   fluctuate,   you  need   to   do  a  three   month  
average   to  obtain   your   net   income.   If  your   hours  
are  set   per  week,   then   just   added   up   your  net  
income   per   paycheck   to   obtain   the   figure   you  
need.   (DO  NOT  INCLUDE   OVERTIME  
INCOME)   Overtime   is  not   consistent   and   is  the  
true   killer  of   personal   budgets.   Only   use   your  
overtime   income   to  get   caught   up   or  savings.  
You   earned   it,  so   use   it  wisely.

Tips/Commission – Whether   you   wait   tables   or  
are  paid   commissions   based   upon   sales,   you  will  
need   to   look   at  a   longer   time  frame   to  calculate   a  
dependabl e   average.   The   time  of  year   and   the  
state   of   the   economy   can   have   a  big   impact   on  
the   amount   you   earn.   Average   the   last  six  
months   or   longer   to   figure   out   the   amount   you  
will  use.

Seasonal – Maybe   your  work  outdoors   or  you  
are  a  teacher   who  get   paid   nine   months   of   the  
year.   Due   to   the   impact   of  weather   or  other  
factors,   you   will  need   to   look  at   the   longest   time  
to  get   a  dependabl e   average.   I  suggest   to   take  
the   past   12   month   and   divide   it  by  12.   This   is  
about   the   best   your   can   do.

No  matter  how  you  get  paid,   it   is  
very  important   to  determine   a  figure  
you  can  count  on  for  your  budget.  
The  Estimate   vs  Actual  Game  will  
help  you  determine   that  figure.

Calculating Income
If you do not know how much you make 
you are not going to know how much you 
can afford to spend, and since most people 
do not make the same amount month in 
month out, it is important to figure out a 
dependable average. You also need to 
make sure that you are receiving the most 
out of each paycheck. Is more than you 
can afford being deducted from your 
paycheck? Do you usually receive a large 
tax refund? Getting the most out of your 
income could be the difference between 
your budget working and not.

Are you getting the most out of 
each paycheck?
There are two easy ways to determine if 
you are having too much withheld;
If your last tax return is greater than $1200 
or if the difference between your gross pay 
and your net pay is greater than 30%.
These are just simple rules to determine if 
too much is being deducted. If either is the 
case, you will need to talk with your 
payroll/HR department/Tax preparer to get 
assistance in determining the correct 
allowances. If you do not have someone 
to consult with. Than you can use the 
following website to calculate the correct 
number of allowances.
http://www.irs.gov/Individuals/IRS-
Withholding-Calculator
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Finding Personal Expenses
Expenses are those dollars you spend throughout the year to cover the costs of living. Expenses come in all shapes and 
sizes and are different with each individual or family. In order to set up a budget you need to figure out what your specific
expenses are.

The best way to find out these specific expense answers is to play the Estimate vs Actual Game. We will take the next 30 
days figuring out income and expenses and not a budget. Make sure you pay all your required obligation and live your life 
normally during this time frame to obtain an accurate result.

Print out the game and instructions for: Estimates vs Actual Game – Attached at end of eBook. 

The game will open your eyes to all your monthly expenses and make it much easier to set up a workable budget.

Understanding Personal Expenses
There are three different types of expenses we deal with in our lives. Fixed, Flexible and Periodic expenses. Understanding 
the difference and how to handle them are the key to success. Let’s break it down for complete understanding of your 
expenses.

Fixed expenses are payment amounts that don’t change monthly. Such as a mortgage, car payment and insurance. Do not 
round this figure up. Be accurate with exactly what the real payment is. The extra dollars you save from not rounding up, 
will help you balance your budget.

Periodically expenses do not happen monthly. They are expenses you pay throughout the year but must be included on 
your monthly budget. For Example, Property Taxes, Home owners Insurance, Car Insurance and Vacation. Please take the 
amount due and divide it by how many times you pay this expense monthly.

Flexible expenses are where reality hits the road. Time to find out where you stand. People over look some of their 
personal expenses because it’s just part of everyday life. Not anymore. All expenses must account for to have accurate 
budget. Only you know your expenses so be as accurate and honest you can. Here is a list of flexible expenses and how 
the apply in your budget.
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Grocery – This  figure  includes  all  food,  cleaning  
supplies  and  personal  items  purchased  at  the  
grocery  store.  Some  people  purchase  all  their  needs  
at  one  place.

Toiletries – If  you  purchase  your  personal  supplies  
outside  of  the  grocery  store.

Eating   out – Is  an  expense  that  is  overlooked  more  
than  most.  If  you  plan  on  eating  out,  you  must  allot  
an  amount  to  the  expense.  Over  the  next  30  days,  
you  will   find  out  if  it  is  excessive  or  not.

Lunches - Lunches  seemed  to  be  left  off  personal  
budgets.  They  get  included  in  your  grocery  section.  
But  the  truth  is,  we  all  eat  out  at  lunch  from  time  to  
time.  Just  need  to  keep  track  of  this  expense.  Learn  
to  allot  money  to  cover  this  expense.

Entertainment – Movies,  Plays,  Netflix,  Sports,  
Dinning   out  and  any  other  form  of  entertainment  you  
pay  for  monthly.

Monthly   gas   and   repairs should  be  added  to  your  
budget.  Gasoline  is  currently  dropping  to  a  lowest  
level  in  5  years.  Chances  are  it  will   go  back  up.  So  
once  you  figured  out  your  monthly  gas  expense,  add  
$20  to  it.  This  will   protect  you  from  any  more  
increases.

Tobacco   &  Alcohol – This  is  where   you  list  all  your  
personal  habits.  If  any  habits  are  part  of  your  budget,  
we  must  allot  money  for  them.  Over  the  next  30  
days,  you  will   find  a  true  cost  for  your  habits.

Medical   Expenses – Include  your  Doctor  co  pays  
and  monthly  Prescriptions  cost.

Hair  /  Beauty  Care – You  may  not  purchase  
cosmetics  or  get  a  haircut  monthly.  Some  people   are  
every  6  weeks. So  only  list  down   your  estimate  cost  
for  this  30  days  period.

Mad  Money – Yes  Mad  Money!  This  is  the  money  
we  spend  without  even  thinking  about  it.  Coffee,  
Donuts,  lottery,  etc.  Start  asking  for  the  receipt  and  
mark  down  what  you  bought.  Again,  be  honest  with  
yourself.  You  are  the  only  one  who   can  accurately  
track  this  expense.  This  expense  can  make  or  break  
your  budget.

Utilities – First,  I  recommend   converting  most  of  
your  utilities  into  a  fixed  expense,  by  setting  up  even  
billing  plans.  Having  a  fixed  amount  will   make  it  
much  easier  to  budget.  Utilities  change  during  the  
seasons.  So  it’s  important   to  track  your  utilities  and  
record  the  amounts  due  per  month.  This  will   help  out  
next  year  determined  the  amount  needed  to  budget  
for  that  specific  month.

Savings   is  the  Key – If  you  are  not  saving  money  
on  a  regular  monthly  basis  than  you  are  literally  one  
emergency  away   from  being  back  in  debt.  Savings  
must  be  another  bill  you  pay  each  month,  just  like  
your  rent  or  car  payment.  You  have  future  bills  that  
you  are  going   to  have  to  pay  that  you  won’t   be  able  
to  cover  with   one  paycheck;;  unexpected  expenses,  
vacation,  repairs,  maintenance,  illness,  holidays.  
Savings  or  more   debt  are  your  only  two  options.  
These  things  are  going   to  happen,  it  is  not  a  matter  
of  “if”  but  “when   and  how  much”.  So,  make  sure  that  
you  start  thinking  about  those  costs  for  the  next  year,  
breaking  them  down   into  a  monthly  amount.  Then  
add  savings  to  your  budget.



13
adebtcoach.org

Own Your Life – By Randy Williams

After  the  Game – Now  you  know  
exactly  what  your  Flexible  Expenses  
are.  Knowing  what  all  your  true  
expenses  are  will  help  keep  a  
workable  budget  from  failing.  Now  
that  you  know  you  expenses,   it’s  time  
to  create  a  workable  budget   for  next  
month.
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Creating a Budget

What is a Budget – A budget is the conscious act of thinking about how 
much money you have available and then deciding where you want the 
money to go, living within the limits you set for yourself, following one 
golden rule – not to spend more than you make.

Chapter Three

adebtcoach.org
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Just by maintaining a workable budget, you could pay off debt, save for a vacation, your child’s 
college fund or retirement. Whether you are currently struggling to maintain a budget, behind on 
your bills, or want a better way to manage your assets, you must have a workable budget to follow 
to get back on track. Budgeting helps you turn those dreams into reality by getting those ideas 
down on paper and then converting them into numbers you can work with. Budgeting then helps 
you manage your day to day spending so that you can reach those dreams. With a budget you will 
be able to think about your spending before it happens, instead of after that spending has caused 
other problems. It isn’t difficult to do and only takes a couple of hours every month and there is 
just one basic rule to follow – don’t spend more than you make – the rest is up to you.

Let’s create a Budget. Print out the above Monthly Budget Worksheet and using the numbers 
from the Estimates vs. Actual game, start filling in the Monthly Budget Worksheet. (We 
recommend you make a couple of copies and use pencil as you may find yourself revising it a 
number of times before you have a final budget.)

During the past 30 days you have been tracking your expenses to get a better understanding of 
where your money is going. Now it is time to decide if this is how you want to spend your money 
and to transfer those amounts to the budget you are going to follow.

Monthly   Budget  Worksheet
Attached   at  end  of  eBook.

First start by listing the monthly amounts of your financial goals from the Financial Goals 
Worksheet, just divide the Goals Cost by the Time Frame to get the monthly amount. You have 
heard the saying “Pay Yourself First”, this is where you actually put this into action.

Second transfer your Fixed Expenses. These monthly expenses are the same month in and month 
out so just transfer the payment amount you listed on the game board. That is not to say things 
can’t be done to change those payments; mortgages can be refinanced, cheaper rent can be found, 
and debt can be paid off. Until the payment is changed, however, your budget has to reflect what 
you are currently required to pay. Use the blank lines to list expense types we did not cover or to 
list the name of the lender/creditor you are repaying.
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Next transfer the Periodic Expenses. Remember these 
are non-monthly expenses, so the amount you list needs 
to be the monthly amount you need to save to meet this 
expense when it comes due.

Finally list your Flexible Expenses. Remember these are 
the ones you have the most control over so start thinking 
about whether you want to spend money on this expense 
and, if yes, how much you want to allocate towards it.

Now it’s time to see where your budget stands. Take your 
Budgeted Income and transfer it to the Total Income spot 
at the bottom. Next add up all of the monthly payments 
and list that total in the Total Expenses field. Subtract the 
expenses from the income to get your difference. This 
number needs to be $0.00, if not then you still have work 
to do.

Some will have a positive number left over; if so, please 
double check your expenses. Make sure you didn’t leave 
anything out. If there is still a surplus, just allocate more 
funds to your financial goals, debt repayment or other 
expenses. It’s your money, you worked hard for it, and 
you get to decide how to spend it.

If you have a negative number left over – well then it’s 
time to cut back. Make the hard choices now! Do not 
convince yourself you will make the money later to take 
care of this shortage. If that money does materialize then 
you can incorporate the funds into the budget, after 
you’re earned it, not beforehand. There are several 
categories that you can make a change in your spending 
without reducing your quality of life. Look hard at each 
item; is it a Want or a Need?

A Need is something you have to have, something you can’t do without. A good example is food, 
housing, transportation, etc. If it is a need, then do you have to spend as much as you are? Can you 
reduce your grocery spending or cut down on gasoline consumption? Ask yourself questions like 
these as you review these needs.
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A Want is something you would like to have. It is not absolutely necessary, but it would be a great thing 
to have. A good example is Cable, Cell phones, internet etc. There are several different items within your 
budget you can control. Eating out and Entertainment can be planned in advance to help save money.

A good idea is to prioritize your wants, reducing or removing those that are at the bottom of the list. You 
can even rethink your financial goals if you need to; maybe you were being too ambitious with your goals. 
Stretch your time frame out to reduce the amount being saved monthly, just don’t cut the goal out 
altogether.

Is your credit card debt growing? In most cases, people that have a very tight budget or are running short 
will use credit cards to cover the difference. This is a recipe for disaster and must stop now. The main goal 
of a budget is to not increase your debt obligations but to pay them off. If you feel this is too much and 
need help, call A Debt Coach today. Let us review your budget and help create a game plan to get debt 
free.

Once you achieve a difference of $0.00 you 
have a budget to follow. Do not expect this to 
happen in the first sitting. It will probably 
take you numerous revisions to get a balanced 
budget. Even once you have a workable 
budget and start implementing it you will find 
you continue to fine tune it as you figure out 
your priorities and where you want your 
money to go. So, take your time.

How much is too much, or when is it not enough?
When working on your budget these questions are bound to jump into your mind. First, keep in mind that 
every family is different, even when they have the same number of people in it. You may have a special 
needs diet, they may have to carry internet at home for work. Just because you spend one amount does not 
mean that it should be the same across the board. That being said, it is still nice to see where you stand 
compared to the others in our community. It gives us a yardstick to measure our own spending against the 
spending of others.
National Spending Percentages Averages - http://adebtcoach.org/wp-content/uploads/2015/02/JONES.pdf
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Setting up Controls
OK, so now you have your budget, but a bunch of numbers on paper doesn’t mean much. You have to 
start following the budget and that is going to be difficult, especially the first couple of months. To make 
sure that you are following your budget you are going to have to set up some control systems.

The first control system is your spending tracker, a way for you to keep track of how much you spend and 
where. There are two basic options to choose from, although you can modify either to fit your situation.

First is the envelope system, which I am sure most of you have heard of, 
which is best for those who don’t have internet or prefer paper. It’s where 
you take a bunch of envelopes and on each one write a different spending 
category and the per pay-period budgeted amount (meaning the amount you 
budgeted for that category divided by your number of pay periods in a 
month). Then when you get your paycheck you cash it and divide it up based 
upon the amount written on the envelopes. Then when it comes time to spend 
in that category you go to that envelope. If there is money there you can 
spend it, if there is not enough or no money in the envelope then you will 
have to wait until your next pay period. The drawbacks with this system are 
that you have to keep a bunch of cash in your house and it is very easy to steal 
from one envelope to feed another.

The second control system is just like the envelope system, but with bank accounts. And, no you do not 
have to have a separate account for each spending category, but you will need at least 3 accounts to make 
this system work. You will need a Checking Account, a Debit Account, and a Savings Account. The 
checking account is going to be used to pay bills with, the debit account is going to be used for your 
flexible expenses, and the savings account is going to be used for your goal saving and your periodic 
expenses. I would recommend that you set up a couple of savings accounts just to further the separation 
and remove the temptation to spend when you see a bunch of money in one account. When you get paid 
divide the money up between the different accounts, based upon your budget, and just like with the 
envelope system, if there is money then you can spend it, if not then you wait till your next payday.
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Monitor your progress
You now have a working budget and a way to control your spending to have the best chance of meeting 
your financial goals. You are going to need to spend time each month using your budget form to check 
your progress. If you are using the envelope system then monitoring is very easy, all you have to do is 
look at the envelopes. Are the right amounts in each, did you rob from one envelope to feed another? If 
not then great, but if you did then you will need to rework your budget to get back on track.

If you are using the bank account system then you can use the paper budget to check your spending. Just 
total up your spending by category, like you did when you kept your receipts, and fill in the Actual 
Spending column on your budget. List your income for the month at the bottom and then total up your 
spending. Or you can use one of the many websites or mobile apps that are designed to help consumers 
budget. The one I use is Mint and it is a free website with a mobile application. I can enter my budget 
and it can capture my banking transactions automatically, and I can enter my cash spending to categorize 
that as well. It will then compare my spending to my budget and it will alert me when I overspend a 
category, by text or email. This program does not have access to my money, just my transactions, so there 
is little risk there. Learnvest will help your organize your investments with your budget. However, if you 
do not trust the internet but still want to do it on the computer then there are also desktop budgeting 
program like Intuit’s Quicken which do the same thing without your information floating out around the 
world-wide-web.

The best thing you can do for your sanity during this period is expect to fail. The first three months are 
the toughest as you get used to your new spending limits. You will overspend and you will rework, just 
don’t give up. If you spent 100 more on food then you were supposed to then spend 100 less the next. If 
you find the amount allotted for food was too little then change the spending in other categories to free up 
the money to raise that amount, just don’t give up. It will get easier with time as your new habits form 
and become second nature.
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Dealing With Debt
Chapter Five
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Having trouble paying your bills? Receiving notices from creditors? Are your accounts being turned over 
to debt collectors? Are you worried about losing your home or your car? You’re not alone.

Many people face a financial crisis at some point in their lives. Whether the crisis is caused by personal 
or family illness, the loss of a job, or overspending, it can seem overwhelming. But often, it can be 
overcome. Your financial situation doesn’t have to go from bad to worse.

Credit should really only be used to help people obtain the important things in life; like a mortgage, auto 
and an education. All other debt is considered a luxury and not required for everyday life. Marketing, 
convenience and spending habits build our unsecured debt. Learning to control your spending and start 
planning out purchases that can keep you from debt.

Before you can create a plan to be debt free, you need to find out why you’re in debt in the first place. 
Chances are it’s found in your budget, or more likely you’re lack of a budget. Do you find yourself 
paying your bills, then putting groceries or gas on the credit card? This is a common mistake that will 
grow over time. Supplementing your income with debt is a recipe for disaster. The only way to stop this 
is to create a workable monthly budget.

Budgeting Debt
There is no magic answer to debt; nor any government 
program that forces lenders to work with you when 
you’re in trouble. We like to think that our creditors 
would help us when we have financial troubles but 
that’s not the business they’re in. Over years of 
practicing lending, the one common theme is “People 
are creatures of habit and will follow simple 
instructions.” Most people just look at the minimum 
payment and due date. They base their monthly 
budget on the minimum payment, allocating any extra 
funds to everyday survival, not thinking about how 
that extra money could save them interest costs.

Now  that  you  have  your  personal  budget  
available,   are  you  paying  more  than  the  
minimums   on  your  debt?  Does  your  income  
support  this  debt  repayment  plan?  Do  you  have  
money  left  over  or  are  you  short  every  month?  
These  are  key  questions  to  see  if  you  have  the  
room  to  raise  your  payments  and  reduce  your  
debt  quickly.  If  you  don’t  have  the  room,  there  are  
still  other  options  to  help.  First  let’s  understand  
what  type  of  debt  you’re  dealing   with.
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Credit Card Debt
Credit cards have become the emergency savings fund of many family budgets over the past 35 years. 
We use these financial tools to take care of unexpected expenses and to supplement our income when 
we want to spend but do not have the funds available. That is not to say that credit cards are 
bad. There is nothing wrong with having a credit card as long as it is used properly. Balances should 
be paid in full every month. If that is not possible then no further charges should be made until it 
is. Keep in mind that your credit score is impacted by how much debt you carry, called Debt 
Weight. Debt weight is the balance divided by the limit. For example, if you owe $5,000.00 on your 
credit cards and your limit is $10,000. This gives you a 50% Debt Weight. Anything over 30% can 
hinder your credit score.

Paying only the minimum payments will take you 
years to pay off your credit card debt. For example, 
suppose when you’re 18, you charge $1,500 worth 
of clothes and DVDs on a credit card with a 19 
percent interest rate. 

If your minimum payment is based on 2.5 percent of the outstanding balance, you’ll start with a 
payment of $37.50. You’ll be over 32 years old when you finally pay off that debt. That’s 174 
payments, and you will have paid more than $2,166 in interest, if you charge nothing else on the 
account and have no other fees.

If  you’re  wondering  how  long  it  will   take  to  pay  off  your  credit  card  debt?  Based  on  the  
information   you  supply,  this  calculator
(https://www.navyfederal.org/calcs/debtpayoff2.php) estimates  of  how  long   it  will   take  you  to  
pay  off  your  credit  card  balance  and  will  open  your  eyes  to  this  financial  nightmare.

Installment Loans
Installment Loans can come from a bank or a local finance company. Most require some form of 
collateral to cover the amount of debt. Some loans are unsecured but usually have a higher interest 
rate attached. The big difference is the interest rate being charged for the loan. The interest rate you 
are offered will depend on your state usury laws, your credit standing, collateral, and reason for 
borrowing.

Most installment loans use pre-computed interest. A pre-computed loan is one in which the debt is 
expressed as a sum totaling the principal and the amount of the finance charge computed in advance. 
The total amount of each payment is subtracted from the balance which includes the principal and 
finance charges (interest). The majority of the interest is paid during the first half of the loan term. 
This is the main reason why they always want to refinance your loan, it starts the loan over again so 
they can capture the maximum amount of the interest.

Payday Lenders
Payday Lenders is a 2 to 4 week temporary loan attached to your checking account. The fee is 
charged on top of the advance. On average the fee is about $15 per hundred you borrow. So if you 
borrow $500.00, your payback is $575.00. This is not an installment loan although if you can’t repay 
in the 2 to 4 weeks they will be happy to refinance you for another fee. This is how they keep making 
revenue. To read more about Payday loans please read our article Present Day Mafia. 
(http://adebtcoach.org/present-day-mafia/)
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Bank Overdraft
Over the past few years, Bank Overdraft protection has become more of a debt than a help. If you choose 
to opt in for this protection, your checks will never bounce and your ATM card is never denied. But in 
return, you get charged a fee every time you use the overdraft protection. You have no money in your 
checking account, but several small charges hit your account: $4, $5, and $6. The total amount you’re 
short is $15. Your bank may charge 3 overdraft coverage fees of $35 each – one for each item. That’s 
$105 in fees to cover $15 in charges. To learn more about Bank Overdraft, please read Help With My 
Bank.

The Five Options to Erasing Debt
Contractual Repayment is paying your debt back as you agreed per the contract you signed. Repaying 
your debts according to the terms under which you borrowed the money will cost you the least and leave 
you with the best possible credit. This option does not mean “just make the minimum payments”. 
Always pay more than the minimum, based on your budget, to reduce your debt as fast as possible.
If all you can afford to do is pay the minimum or if savings is not part of your budget, then you are one 
emergency away from falling behind. If this is the case, I recommend calling A Debt Coach to help 
review your financial situation.

Budget Revision can hold the key to debt freedom. Having complete control of your expenses can open 
up income to pay down debt quicker. I can’t stress enough how important a workable budget is. Without 
one your spending will control you instead of you controlling your spending.

Asset Reallocation might be the answer. Do you have items of value that you could sell to help pay 
down the debt you have? The goal of this option is to liquidate assets that you have to pay down your 
debt. Do not spend your retirement on your debt. Most retirement assets are protected and cost money for 
early withdraw. You will need this asset later in life.
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Credit Counseling has the tools to help lower interest rates, monthly payments and waive the 
late/over limited fees. In most cases, the lenders will bring the accounts current after 90 days in the 
program. This will help your credit score while you are getting debt free.
A Debt Coach (ADC) offers a full financial review, maximizing your income, setting up a budget 
and review the debts for a possible debt management plan that fits your budget. ADC works 
directly with your lenders to provide the best repayment plan for you.

Bankruptcy is your final option available. Before you can take this step, you must complete a 
credit counseling budget review by an agency approved by the US Trustees office. If bankruptcy is 
your best option, the credit counselor will issue a certificate for bankruptcy. So before you call an 
attorney, please call an approved credit counseling service first.
There are no other options available, no magic pills, or easy answers. You may use variations of 
the above options or a combination of them.
If you would like help figuring out what your options are please give A Debt Coach a call and, for 
free, our certified counselors will review your financial situation and will help you come up with a 
plan of action for resolving your debt.
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About Us
A Debt Coach Credit Counseling Services began operating in July of 1992 offering credit 
counseling service’s to local consumers who were experiencing credit and debt problems. We offer 
one of the most beneficial debt consolidation programs in the Nation! We have more than 25 years 
experience providing Credit and Debt Management Services to consumers. To date we have 
provided counseling and advice to more than 200,000 consumers.
Today A Debt Coach provides a variety of services to clients across the country. In most cases 
counselors conduct 30-45 minute phone consultations with consumers, reviewing their debts and 
creating a personalized budget and debt management program to aid in the client’s financial 
situation.

Mission Statement
A Debt Coach Credit Counseling Service (ADC) was started by a local businessman who saw a 
need in our community to help people free themselves from the financial restraints of debt.
ADC will provide debt management assistance to all consumers as well as promote credit education 
through budgeting tools, educational workshops and credit counseling services. We have a staff of 
trained and Certified Credit Counselors that will create a personal debt management plan for any 
consumer.
ADC rests its principals and morals on being Honest, Positive, and Professional to all clients and 
creditors. We are committed to helping one person at a time to see the light of being debt free.
ADC continually seeks new ways to improve the quality of our services. Top management is 
committed to meeting these requirements and to continually improve the quality management 
system.

Quality Statement
The management of ADC is committed to providing quality service, abides by compliance 
requirements and continuously improves its effectiveness of the Quality Management System. Our 
Quality Policy is reflected in the company’s vision which states:
“A Debt Coach is a non-profit organization which strives to help individuals and families burdened 
with financial pressures learn how to become debt free.
Provide financial management skills through the highest quality programs, education and 
counseling by certified counselors.
A Debt Coach dedicates itself to providing industry-best customer satisfaction in delivering its 
superior services. It is our commitment to meet the requirements of the ISO 9001:2010 quality 
management system and provide for continuous improvement of the system.
Maintain personal and spiritual fulfillment for all team members in an atmosphere of utmost 
professionalism.”
A Debt Coach’s employees and management are committed to assuring that this policy is 
implemented; understood and reviewed for continuing suitability at all levels of the organization.
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Estimates vs Actual: The Game 

Start Date  Bank Balance $ Net Income $  $ 

End Date   Bank Balance $ Net Income $  $ 

 

Fixed Expenses      

1st Mortgage  Car Payment 1  Installment Pmts  

2nd Mortgage   Car Payment 2   Credit Card Pmts   

Rent   Car Insurance   IRS Tax Pmts   

Renters/Flood Ins   Parking   Student Loan Pmts   

Lot Rent   Security System   Doctor Bill Pmts   

      

Periodic Expenses      
Home Owners 

Assoc  Doctor Visits  School Supplies  

Property Taxes   Home Repairs/Maint   Sports   

Home Owners Ins   Auto Repairs/Maint   Vacation   

 

Flexible Expenses Estimate  Actual   Estimate  Actual 

Grocery Store     Electricity    

Toiletries       Gas/Propane      

Eating Out       Water      

Lunches       Trash      

Gasoline       Home Telephone      

Dry Cleaning       Cell Phones      

Tobacco       Cable/Sat      

Alcohol       Internet      

Medication       Entertainment      

Hair / Beauty Care       Child Care      

Mad Money       Savings      

              

               

 

Conclusions 

 Total Monthly Net Income  $ Flexible Estimate $ 

 Total Fixed Expenses $ Flexible Actual $ 

 Total Periodic Expenses $ Difference $ 

       

If the difference is zero, “You Win” 
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Estimates VS Actual: The Game 

Pledge: Over the next 30 days you are not going to set up a budget or try to control your 

spending any more than normal. You will make all payments, paying no more or less than 

normal. You’re after an accurate accounting of what is being spent. You will be honest with 

spending so that a budget can be created that will last. 

Objective: To see how well you know your own spending. 

Rules: Guess you’re spending by completing the game sheet. Track your spending by keeping 

receipts and invoices. Compare the totals to see how well you know your spending.  

Definitions:  

Start Date -   This is the day you start the game.  Preferably the 1st or 15th, or start on a payday.  
Keep in mind the game takes 30 days to complete. 

End Date - This is the last day of your game.  Preferably the 30th, but no less than 4 weeks from 
when you started. The day you stop collecting receipts for this period.  

Bank Balance - This is the amount available to spend in your bank account when you start the 
game and then when you end the game.  These numbers are used to ensure every dollar is 
accounted for at the end of the game.  (Starting bank balance + Net Income – Actual Expenses = 
Ending bank Balance) 

Income – When you receive any form of income, from any sources, write the net amount down 
on the game sheet. Net amount is the amount of income you physically receive. Place the stub 
in the receipt bowl.    

Fixed Expenses - Expenses that are paid the same amount monthly.  No estimate is needed. 
Use exact payments that is due. Do not round up.  

Periodic Expenses - Non-monthly expenses that are consistent incurred every year.  No 
estimate is needed. 

Flexible Expenses - The expenses we have the most control over and usually the ones where 
the money disappears.  The Estimates are the amounts you think you are spending and the 
Actual are the amounts your really are spending.  

Total Monthly Net Income - This is the amount of income you physically received after taxes 
and other deductions. In this field you will enter the total of all the pay stubs received over the 
last 30 days. 

Total Fixed Expenses - This is the total of the amounts listed in the Fixed Expense section. 

Total Periodic Expenses - This is the total of the amounts listed in the Periodic Expenses 
section. 

Flexible Estimate - This is the total of the amounts you estimated at the beginning of the game. 

Flexible Actual - This is the total of the amounts you actual spent. 
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Difference - This is the amount you were off.  Subtract the Flexible Estimate Total from the 
Flexible Actual Total list the results. 

How to play:  

Print out the Estimates VS Actual game sheet and grab a bowl or container to hold 30 days’ 

worth of receipts.  Pick a starting date, preferably the 1st or 15th, and write that date down.  If 

you don’t want to wait make sure you at least start on your next payday. On your starting day 

write down your Bank Balance; make sure to subtract and pending transactions or outstanding 

checks before listing the amount. Next look over the list of Flexible Expenses and write down 

your estimates.  (If you are doing this with a spouse or partner make extra copies of the game 

sheet so each can see how well they guessed) How much do you think you will spend in each 

category over the next 30 days? Be honest with yourself. We are going to find that facts so 

don’t sweat trying to be to accurate, just give your best guess.   

For the next 30 days Collect Receipts/Invoices/Stubs for every penny you spend, every bills you 

pay, and every dollar you make.  If no proof is provided, create your own receipt by writing the 

expense/income category and the amount on a scrap piece of paper. Stick each one into the 

bowl at the end of every day.  Don’t leave them in your purse/wallet or forget them in the bag.  

Make it a habit or put the bowl someplace prominent so you don’t forget. 

Conclusion: 

After 30 days, it is time to see the results. Grab the bowl and start to divide up your receipts.  

Make a pile for each scrap of paper based upon the category it belongs to.  Add up all of the 

pay stubs and other income receipts and put that amount in the Total Monthly Net Income 

field. Then gather the receipts or paid invoices for all of your Fixed Expenses and fill in the 

blanks. Then total them up and list the sum in the Total Fixed Expenses field.  Do the same with 

the Periodic Expenses. Finally gather up all of the receipts for your Flexible Spending and fill in 

the corresponding Actual column fields.  You may have multiple receipts for each sub-category 

so you will have to add those up before listing the total.  Now figure out the difference between 

Estimates and the Actual - If the difference is Zero, You win!  

If you are not a winner don’t feel bad.  Most of us will have a positive or negative number left 

over. Don’t get discouraged. Most people don’t know how much they spend and most under-

estimate.  Whether your number is positive or negative, you will start to see why it is so much 

more important to live by a budget. 

This should open your mind to the extra spending that happens monthly. Knowing what all your 

true expenses are will help keep a workable budget from failing. Now that you know you 

expenses, it’s time to create a workable budget.  
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