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Introduction 

Through our own financial journeys and professional experiences, we’ve come to the conclusion 

that most people go through their financial lives unconscious. Many don’t understand how their 

spending, saving and investing habits, or lack thereof, affect them. Whether because of 

disillusionment from never-ending stock market crashes and Wall Street scandals or because it’s 

simply too hard, many aren’t aware of what is going on in the economy and financial world 

around them. This makes achieving financial success and independence next to impossible. Our 

goal with the #MoneyConscious Series is to re-engage people and make economics and finance 

easier and more enjoyable to understand. 

Do You Know How to Be #MoneyConscious? is our second eBook in the #MoneyConscious 

Series. With this book, we open up the #MoneyConscious philosophy. We believe every person 

has the potential to be rich, enjoy life and not worry about money. In order to achieve these, you 

must be money conscious. This eBook will get you started. 

 

Dedication 

This eBook is dedicated to all of our friends and family who thought we died, moved away, were 

upset with them or thought we became hermits while we learned how to be money conscious. 

Thank you for letting us back into your lives. 
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Debt Free Guys, ventured on our new journey. We believe the universe created a seemingly bad 

situation for us, as we didn’t pick up on softer messages previously — which is what forced us to 

veer off the normal path. When we started this journey and shared our vision with our family and 

friends no one said, “You’re crazy!” In fact, our family and friends have been great—and for that 

we thank them. 

 

What is Being #MoneyConscious? 

If you follow us on Twitter @DebtFreeGuys, read our blog on www.debtfreeguys.com or Like 

DebtFreeGuys on Facebook, then you know that we incessantly tell our audience to “Be 

#MoneyConscious.” You may have said, “What does it mean to be money conscious? Why 

should I be money conscious and what good will it do me?” With this eBook we explain and get 

you get on the path to being money conscious. 

We like to use an analogy that every driver has experienced due to the hectic world we live in 

today. Have you ever driven through an intersection contemplating what’s for dinner, the 

conversation you and your boss had or trying to get the kids in the back seat to stop bickering 

with each other, then once through the intersection thought, “Was that a green or a red light?”  

You were so distracted by everyday life that you stopped paying attention to what you were 

doing. You drove through the intersection not paying attention to the most important thing at the 

moment; you were driving a car. That is being unconscious. 

Many people are this way when it comes to their money. Many people mindlessly use their credit 

card to pay for something not thinking how it will impact their lives. Most don’t know how much 

money they really earn, where their money goes and what they can afford. Most don’t know 

these facts because they choose not to know them. It’s a defense mechanism. Knowing means 

living accordingly. With a little courage, you can learn about your finances and turn a negative 

situation into a positive one. In so doing, you can achieve the financial success you want. This 

eBook will lay a foundation of being money conscious and its benefits to you. 

How Much Money Do You Really Earn? 

http://www.debtfreeguys.com/


 

Most of us make a whole lot less money than we think we do. We spout off our annual salary or 

sometimes inflate it to friends and the “hot young thang” we’re trying to impress at the bar. 

Coupled with the perception of what we think we should make or what we think others think we 

should make, perverts our ability to judge our true income. This often leads to spending as if we 

make more money than we really do. 

A mistake that we both made (and know many others have, too) was spending our entire first 

paycheck from our first “real” job. For some reason, when we received our check that payday, 

we forgot about all of our bills. We went out for dinner and drinks, bought new music and 

clothes, fixed up our apartments, but then the electric bill and the gas bill came, then the cable 

bill, and for some reason, we were short on cash. 

There’s something humbling about knowing your real income. Earning more or being wealthy 

doesn’t make you any better or worse than anyone else. We will stop here because diving deeper 

into this topic is another book. Just know that your net worth does not determine your value, but 

understanding your true income is valuable. 

How much do you really earn? Grab a recent pay stub. This is the best way to understand how 

much money you bring home. This will teach you how much money you can truly spend. This 

exercise will help you differentiate between your discretionary versus non-discretionary 

spending. 

Those who are service providers may make a large portion of your income from tips, 

commissions or bonuses. If this is the case, then you should gather a year’s worth of pay stubs or 

pull out your previous year’s tax return or W-2. 

Below is an example of a typical pay stub. It’s broken into five main sections: earnings, taxes, 

pre-tax deductions, after-tax deductions and net pay distributions. We will discuss each section 

in detail. 



 

 

The first section, Earnings, makes sense and is often the figure quoted when discussing how 

much money you make. Here you have items such as regular pay, overtime pay (if you are a non-

exempt employee), and bonuses, if you’re so lucky. The annual total here is what will end up on 

your W-2 at the end of the year. This is your gross salary, but it’s by no means how much money 

you take home. 

The second section lists Taxes. In most cases, this is the biggest deduction from your earnings. 

This is usually about 20 percent of the income for the average worker. Here you should see items 

such as Federal Withholdings deducted based on how you filled out your W-4. Next, Federal 

Medicare is taken out at a rate of 1.45 percent and matched by your employer. Then Federal 

OASDI (Old Age Security Disability Insurance) or FICA, which is your payment towards social 

security; it’s 6.2 percent of your pay (since 1990) and is matched by your employer. You may 

also have state and local taxes such as municipal or city taxes deducted based on where you 

work. These are often referred to as “head taxes.” Depending on how much you make, you could 

see this combined total take a chunk of ten to fifty percent of your earnings. 

The third section is for Pre-Tax Deductions. This is a good section because it directly benefits 

you. This section helps reduce how much money you pay Uncle Sam in taxes.  Here you have 

categories such as Medical, Dental, Life Insurance, Disability Insurance, flexible benefits such as 

Health Savings Accounts, Child Care, and Medical Gap Insurance and a whole host of 401(k), 

403(b), pension and other retirement options. Uncle Sam does not tax you on these items. It’s 

beneficial to increase contributions to these saving and retirement options when possible. 



 

Next, we have after-tax deductions, which include deductions for Employee Stock Purchase 

Programs and other employee sponsored programs, such as local transportation, employee 

assistance, entertainment discounts and employee-responsibility items such as parking fees. 

The last section is your Net Pay. This is not the exact amount, but it is the best indicator of your 

true, take-home income. This is how much money ends up in your pocket or bank account. This 

is the BIG NUMBER, the one to use when planning your saving and spending. 

Notice the difference between your starting number, Earnings (gross pay), and your ending 

number, Net Pay? In the example, you see Net Pay that is 25.6 percent lower than the gross pay. 

How much is it in your case? Being conscious of this number is eye-opening. It’s imperative to 

being money conscious. It’s possibly the single biggest number in helping you become debt free. 

It's the foundation of your financial plan. 

This is such a key number, we ask you to pause and calculate your net pay. If you need to 

annualize your pay because you earn tips and/or bonuses, get 12 months’ worth of pay stubs or 

your previous years’s W-2 and do an average. Once you’ve calculated this, write it down. You 

will need it later. 

Where Does Your Money Go? 

Now you have an understanding of how much you really earn. This puts you head and shoulders 

above most people when it comes to being money conscious and understanding your financial 

situation. However, this is only the start. 

The next step in understanding your current situation and understanding how to improve your 

current situation is understanding where your money goes. Where, exactly, does all your money 

go, and why does it feel as though there’s never enough? These are common questions for many, 

including yours truly. These are the two questions we asked that started our journey in becoming 

debt free. 

We started with the following exercise, and what we learned shocked us. We mean - really 

floored us. We realized something was seriously wrong with our spending habits, and we saw the 

opportunity to be debt free if we redirected our money. 

First, break your spending into two categories: essentials or non-discretionary and non-essentials 

or discretionary. Necessities are things you need to survive - and no, Starbucks is not a necessity. 

Non-essentials or discretionary spending include things you don’t need to survive, but make life 

a whole lot better. 

Your list of necessities should include things such as mortgage or rent, utilities (electricity, gas, 

water, sewage, and garbage removal), car payments, car insurance, groceries, day care, clothing, 

medical expenses, phone, student loans - and yes, credit card payments. You’ll include credit 

card payments and other debt payments in the necessities category because this is essential to 

pay them off. 

Next is your list of discretionary spending; entertainment, music, technology, furniture, 

decorations, gifts, alcohol, dining out, most personal items such as styling aids, snacks and 



 

beverages, sporting events and concerts, travel, cable TV, the internet, parties, and - for most 

girls (and some boys), designer anything. This list is massive and could go on for pages, but we 

think you get the picture. 

In our opinion, this is some of the best time you will spend all year. David took two hours to 

itemize all of his credit cards, debit cards, and other payments over a twelve-month period, and it 

provided him with a vivid picture of his out-of-control spending habits. 

Go ahead. 

Okay, welcome back. How was it? Are you surprised? Did you find something you didn’t like? 

You likely did. This exercise is always an eye-opener. Here are a few surprising discoveries that 

we had: 

1. Over three months, David withdrew nearly $1,600 from the ATM for which he 

couldn’t account. 

2. We were spending between $400-500 a month on groceries for two people in addition 

to spending hundreds more dining out (what were we eating?). 

3. We found we often shopped weekly for groceries, but made additional trips throughout 

the week for other items, such as snacks, desserts, and other non-essentials – typically to 

satiate a craving. 

4. We were both adding a lot to our credit cards, but were paying very little of the balance 

each month, which means we were spending more than we were making. 

5. There was a disparity between what we were spending on essentials and what we were 

spending on non-essentials, especially when it came to clothing, dining out and 

entertainment. 

6. David noticed that he was nickel-and-diming his credit cards with small purchases, 

basically creating an illusion that he was not spending much, but when it all added up at 

the end of the month, it totaled hundreds (and sometimes thousands) of dollars. 

7. We noticed that there were times when we would put purchases on our credit cards 

even though we had cash. This habit increases the cost of something if the credit card 

isn’t paid off monthly and tricks us into thinking that we still have more cash to spend. 

8. We discovered hundreds of dollars a month were being spent on finance charges to 

credit cards, along with late fees and maximum balance fees. 

It’s quite likely that your habits are similar to ours. You have debt, most of it from unconscious 

spending and unconscious money management, just as we did. Be honest with yourself and make 

a true assessment of where your money is going. Aren’t you spending money in at least one 

category frivolously? Are you a Starbucks-aholic? David Bach, author of Automatic Millionaire, 

coined the term “Latte Factor.”  Here is what he means: 

A person goes to a coffee shop once a day to buy a latte; it’s their treat to 

themselves. We all deserve one, right? They get a latte that costs $3.50. 

Then they tip an extra buck, which brings it to $4.50. $4.50 a day for, let’s 



 

just say, six days a week. We take off Sundays (remember it is the Lord’s 

Day). That ends up being $27 per week. Not bad, right? Well… that’s 

about $117 a month. Looks a bit different now, doesn’t it? $117 a month is 

half a car payment for some people. It’s a month’s electricity or a phone 

bill. Now, how about the full year? A whopping $1,404! That’s a couch or 

a new stove. Or it’s a college course - and latte is just this: a drink that gets 

drunk and then flushed. 

The above example uses something as simple as a latte to show how spending on small items 

here and there add up to costly expenses. That’s just one “little item.” How many “little items” 

do you spend your money on each week? What’s your “Latte Factor”? We found ours was more 

expensive than lattes. Ours was dining out and happy hours. By the way, we aren’t alcoholics, 

but looking at our old spending habits, you might get the impression that we are. 

We were spending anywhere between $200 to $300, each per weekend, eating out with friends 

and hitting the bars. That was only a couple of martinis and a bottle of wine with dinner. But 

they were $12 martinis and $60 bottles of wine. That totaled a thousand dollars a month. Funny 

how happy hour is much longer than an hour, huh? It’s the bar that ends up happy. 

Compare how much you’re spending with how much money you’re investing or saving for 

retirement. How does that make you feel? If you don’t change your habits, will you be prepared 

to retire when you’re 55? How about 65? How about 75? If you’re curious about how much 

money you may have based on your current savings, go to www.moneychip.com and use their 

retirement calculator. You may be as surprised as we were. Hmmm, you may want to rethink 

how your habits are affecting your future. We are where we are today because of the decisions 

we made yesterday. Likewise, we will be where we are tomorrow because of the decisions we 

make today. Making better decisions today will lead to a better tomorrow. 

If considering your current spending habits and your retirement doesn’t make you feel good, try 

this. How does your current spending compare to how much you earn? Hmmm, that didn’t make 

you feel much better, huh? That sucks and we know because we were there. If your spending 

exceeds your income, and for many Americans (including our government) it does, then you are 

headed into financial ruin and you must make a course correction. You are living on credit, 

whether credit cards, home equity loans, or family and friends and that will hold you down for 

the rest of your life, unless you stop and pay it all off. Remember, not everyone gets a 

$700,000,000,000 bailout like the banks did. 

This may have been a tedious and painful exercise, but if being money conscious is the key to 

living a debt free life then you must know where your money goes. If you don’t know where 

your money goes, then how can you manage it? The first step in any journey is the furthest from 

your goal. Now that you know this, take the next step to a better future: plan how you spend your 

money. 

A Budget a Way of Life 

http://www.moneychip.com/


 

Congratulations! We were afraid that after reading the title of this section, you wouldn’t continue 

reading, and you did. YEA! Either you’re a sadist or you trust us. We’re not sure what either 

says about you. 

Let’s all read the title of this section out loud, “A budget is a way of life?” Good!  That wasn’t so 

hard, was it? Again, “A budget a way of life?” Nice! 

This is the least favorite paradigm of being money conscious for most people, but therein lay the 

reason so many struggle to live debt free. It’s nearly impossible to achieve anything financially 

without a financial plan. See our eBook #MoneyConscious Guide to Financial Planning: 12 

Steps to a Richer You. Not having a plan is like driving to an unfamiliar destination without 

directions. Not having a budget or not understanding your cash flow (money in/money out) can 

put even the richest person into financial trouble. (Google MC Hammer) You inevitably spend 

more than you make if you don’t have a clear plan for spending and investing. 

For starters, B-U-D-G-E-T is NOT a four letter word. Really, it’s not. It’s six. Get those 

preconceived connotations out of your head. Don’t think about a budget as something telling you 

what you cannot do. Consider it as a guide to knowing what you can do and when you can do it. 

We think of it as our GPS to financial freedom. A budget puts down in writing where your 

money is coming from and where it is going. It gives you the tools to understand when you can 

buy a new pair of shoes or golf clubs or, more importantly, how much you can invest for 

retirement. This is preferable to finding out after the fact that you really couldn’t afford that 

vacation you just took to Mexico, which is the strategy most Americans use. 

We approach a budget a bit differently than most financial experts. We don’t consider a budget 

to be static, but dynamic. Sure, you have regular expenses, typically monthly, which occur. 

You’re also aware of how much you really earn. However, there are times when you have more 

or less coming and going, especially if the bulk of your pay is from tips, commissions or 

bonuses. An additional benefit with a dynamic budget is the ability to adjust your spending when 

you have the opportunity. For example, paying off bills more quickly, setting more aside for 

retirement, or saving for that vacation you have in mind. If your life isn’t the same day after day, 

week after week, and month after month, how can your budget be? 

We recommend breaking your budget into monthly segments. This will likely cover all of your 

bills, since most are due monthly. Use your net pay as your starting figure. Let’s dissect the 

below budget. 

http://www.amazon.com/Debt-MoneyConscious-Financial-Planning-Guide-ebook/dp/B00N229TR8
http://www.amazon.com/Debt-MoneyConscious-Financial-Planning-Guide-ebook/dp/B00N229TR8


 

 

In the example above of John’s budget, he’s paid twice a month. Some people are paid monthly, 

bi-weekly, weekly and some on a contract basis, which could be any pay cycle. Use the timing 

that works for you. The objective with building a budget is to work your spending around your 

pay cycle. The reason is, if you don’t plan appropriately, you’ll spend all of your pay before 

covering all your necessities. 

In this example, notice how John paid his cell phone bill, rent and gas with his first paycheck of 

the month. When he received his second paycheck of the month, he paid his car loan, gym 

membership, and student loans. In both instances, he immediately deducted what he owed to 

cover his bills, which allowed him to make sure he had the money to pay them on time and 

contribute to his retirement and taxable savings accounts. What’s left was a balance to use as 

discretionary spending for the rest of the pay period. 

Notice that there’s a considerable difference in available discretionary spending after all bills are 

paid and contributions to savings are made the first half of the month compared to the second 

half of the month. To balance this out, John set aside $101.80 from his second paycheck to use 

with the following months first paycheck. This way he always had $134.99 to spend each pay 

period. Some of these expenses, such as groceries and rent, were so low because they were 

shared with David. 

Larger expenses, such as mortgage and rent, may be difficult for some to pay and have enough 

left over to cover other expenses within the same pay period. In such cases, we suggest dividing 

larger bills by the number of paychecks you receive each month. You may either pay this divided 

portion directly to the company to whom you owe the money or set it aside until the bill comes 

due. We prefer the former. 



 

Your non-discretionary fixed expenses are the items that you deduct first. These are items that 

rarely change in their amount due, such as rent/mortgage, car payment, insurance, day care, 

credit card payments, student loans, cable TV, and so on. 

Your bills that fluctuate, such as groceries, gas, electricity, phone, etc. are deducted second.  You 

can refer to the Where My Money Goes worksheet below to find a listing of some suggestions 

and space to add your own.  Reviewing the history of these expenses will allow you to estimate 

what you should expect. 

Where My Money Goes Worksheet 

 

At the bottom of all of these deductions, both fixed and fluctuating, is your total. Hopefully this 

number is positive. If so, congratulations! You have disposable income to work with. For some, 

this may not be a positive number. 



 

Below we list expenses under categories of Discretionary Fixed, Discretionary Fluctuating, Non-

Discretionary Fluctuating and Non-Discretionary Fixed. 

 

Looking at these expenses, it’s simple to see how easy it is to overspend. Did you buy too much 

of a house or car? Do you overspend on groceries (think gourmet items)? Are the kids in too 

many after-school activities? How often are you going out to eat or to the movies? 

To remedy this, you will need to consider cutting back on discretionary expenses, finding ways 

to increase income, or finding a more practical way of meeting your necessities. Can you move 

into a cheaper home or switch to a less expensive car – in other words, cut back on the fixed 

expenses. It may be time to figure out how to live below your means. 

Congratulations! 

At this point, we want to congratulate you. Go ahead - stand up and pat yourself on the back – 

you deserve it. Having gone through the exercises to determine How Much Do You Really Earn, 

Where Does Your Money Go and then understanding A Budget a Way of Life, you’re becoming 

money conscious. 

As you now see, being money conscious is about understanding the ins and outs of YOUR 

money. By knowing what you earn, what goes out and how YOU have control over it, you begin 

to develop a consciousness that is focused on observing your habits and their impact on YOUR 

money. When you start to become aware of your habits, you have the opportunity to recognize 

and adjust habits that need to be adjusted and augment ones that serve you well. Over time, 

you’ll look at money and spending differently and reap the financial rewards of being money 



 

conscious. It was our move to being money conscious that helped us get rid of over $51,000 in 

credit card debt, be able to travel around the world and be on the road to a financially secure 

retirement. 

If you enjoyed this book, please let us know by writing a review on the site where you 

downloaded it. Your comments inspire us to be better bloggers, authors and champions of the 

debt free life. 

If you benefited from this book, please leave a review on Amazon.com. This helps others 

become money conscious. 
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#MoneyConscious Student Excerpt: 

Goals 

The first things to consider are your goals. Ask yourself these questions: 

- What do I want to do? 

- Who do I want to be? 

- Where do I want to go? 

Sure, when you graduate high school you’ll be financially successful, but how will that happen? 

Deciding if you’re going onto PSS is one of the most important decisions you can make while 

you’re still in high school. Ask yourself: 

- What do I want to be when I grow up? 

- Do I need to go onto PSS for what I want to do? 

- Which is better for me: trade, vocational, or technical school, or college? Why? 

- What certification or degree do I need for the career I want? 

- What courses are required? 

- How long will it take me? 

- How much will it cost me? 

When you know the answer to these questions, you can create your plan. 

If your plan is to go to PSS, a lot must happen first.  You must get good grades.  You must take 

the right college-prep courses.  You must have money.  And you must figure out how you’ll 

stand out from your peers. 

Now is the time to think these questions through. This is the time to paint your canvas. If you 

need help, a trusted adult, such as a parent or guidance counselor, can help you. Better yet, talk 

with your friends. Find out what they want to do and what they think you should do. Discussions 

such as these can inspire unique and creative ideas that’ll help you plan your future. 

To get a better sense of the jobs that are available, “job-shadow” with your friends’ parents and 

your parents’ friends. Job-shadowing is essentially following someone for a day or more while 

they do their job. This gives you a real-life, interactive experience of different careers and can 

help you determine what career you want. Job-shadow as often as possible and for as many 

potential careers as you can. Document the hours you job-shadow and share this with the PSS to 

which you apply. 



 

#MoneyConscious Financial Planning Guide: 12 Steps to a Richer You 

 

http://www.amazon.com/Debt-MoneyConscious-Financial-Planning-Guide-ebook/dp/B00N229TR8


 

#MoneyConscious Financial Planning Guide: 12 Steps to a Richer You Excerpt: 

7. Create a monthly plan 

Not having a plan leads to poor decisions. For examples, if we do not have healthier, sweet 

alternatives such as red grapes or blueberries in the house, we might eat that whole chocolate 

cake that sits in our fridge. In a moment of weakness, we may just dive head first into that 

chocolate cake. If we plan our grocery list and have healthier alternatives that we commit to 

eating, we will make better decisions. One might ask how this illusory cake got into our fridge to 

begin with and we just don’t know. 

Similar to diet controls, it is important to have a monthly plan of activities and events for which 

you budget and that are not-so-expensive (NSE). The Internet makes creating a frugal monthly 

plan easier than ever. Search on Groupon, Living Social and local websites to learn what is going 

on, how much it costs and if there are discounts. 

We suggest getting the whole clan together and creating a monthly calendar of activities, ones 

which everyone wants to do. Add activities that are free. Put any savings from your monthly plan 

of activities towards your short-term financial goals. 



 

and 4: The Four Principles of a Debt Free Life 

 

http://www.amazon.com/Four-Principles-Debt-Free-Life-ebook/dp/B00RPCIEXG


 

4: The Four Principles of a Debt Free Life is available on Amazon in hard-copy and on Kindle 

Connect with The Debt Free Guys: 

Follow us on Twitter: @DebtFreeGuys 

Friend us on Facebook: Facebook.com/DebtFreeGuys 

Subscribe to our blog: www.DebtFreeGuys.com 

Favorite us on Smashwords: Debt Free Guys 

http://www.amazon.com/Four-Principles-Debt-Free-Life-ebook/dp/B00RPCIEXG
https://twitter.com/debtfreeguys
https://www.facebook.com/debtfreeguys
http://www.debtfreeguys.com/
https://www.smashwords.com/profile/view/debtfreeguys

