MONEY TALKS: Session 3, 7 Steps                               [image: image1.jpg]Rademption | church




Pastor Kevin just talked about Knowing where you are, and Knowing where you want to be. There is a process to answer both of these. It is called a budget.

We get into trouble when we don’t have a plan. Some of us in this room are in trouble with debt right now. We get into trouble, not because we made a plan to fall into debt, but because we didn’t plan against falling into debt. The same could be said for any of our long and short term goals.

You have to be KNOWING where your money is…. GOING!  You need to KNOW… You need to PLAN where ALL your money is going.

CREATING A ZERO BASED BUDGET!

1. Create a List of all Sources of Monthly Income
· Paycheck A

· Paycheck B

· Other Income A

· Other Income B etc…

Let’s use after-tax income (net pay) to create our budget.  

2.  Create a List of This Months’ Expenses
· Tithes / Giving

· Rent / Mortgage

· Electricity

· Groceries

· Gas

· Telephone/Cellphone

· Car payment

· Credit Card Payment(s)

· Child Care

· Cable/Internet

· Entertainment

· Insurance (Car, House, Life, etc)

· Other

At this step, we are not concerned about annual, semi-annual, or other non-monthly expenses, unless those expenses are due this month.  For categories that fluctuate, you will have to use estimations.  Be realistic.  

3.  Create a List of Non-Monthly Expenses
· Car Inspection & Registration 

· Insurance Premiums

· Magazine Subscriptions

· Annual Memberships

These are expenses that might not be due this month, but you still need to plan for them.  Divide the amount of each bill by the number of months between the creation of your budget and the time your bill is due.  

For instance, if you create your budget in March, and your life insurance premium of $200 is due in June, you will need to budget $50 per month, each month, so that you will have funds available to pay that particular bill when it is due.  After paying that bill, you will have another full year before you have to pay it again, so your monthly allocation for that particular category, in this case life insurance premiums, will decrease, because you will divide by 12 instead of by 4.

4.  Create a List of Savings Goals
· Emergency Fund Contribution 

· Roth IRA Contribution

· Education Savings Account Contribution

· Temporary Savings Goals (New Tv, New USED Car, Downpayment for a house…)

These are non-mandatory contributions to savings, after-tax retirement, and education savings accounts.  For those who are getting out of debt, this is where you would list the extra payment at the top of your debt snowball. We will discuss this in Session III.

5.  Subtract Total Expenses From Total Income
Your goal is to create a scenario where total income minus total expenses will equal zero. That is Zero Based Budgeting! 

If you subtract expenses from income, and you get a negative number, you need to decrease the amount you have allocated for expenses.  Consider decreasing non-essential categories, like eating out or entertainment. 

You could also consider a 2nd job or more hours… something to increase your income.

If you subtract expenses from income and you get a positive, you need to increase the amount you have allocated for expenses.  Consider allocating more for debt reduction or college savings.

That’s how we create our zero-based budget. 

6. GREAT… NOW HOW DO YOU LIVE BY IT?

This is the hard part!  If you want financial change, your lifestyle has to change. You’ve created a budget but if you don’t change it’s just paper.

OUR EXAMPLE:  Then and Now

You have to be realistic or you will never stick to your budget.  Don’t over or under estimate!

It would be good to have someone you trust look over your budget. Or you might check out on anonymous online forum where you can present your budget and receive critique. 

This process takes some trial and error. It takes some give and take and courage. Families, husbands and wives and even children have to support the budget.  No blame games! Allow yourselves to grow in maturity through this process.

