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ALWAYS GET PROFESSIONAL ADVICE 

Always remember to seek professional guidance before you start 

a Financial Planning Project. Although we are an Authorized 

Financial Services Provider and are licensed to give advice, your 

situation might require the content that is contained in this book to 

be tweaked to suit your personal situation. 

The contents of this book are available to all our clients at 

Northwood Financial Services cc. 

If after reading the contents, you feel the need for more advice, 

please feel free to contact us - we are happy to help. SMS your 

question to +27 71 864 0371 or use our web page or Face Book page. 

You do not need to be based in Cape Town; our virtual meetings 

(via the Internet) allow us to meet while you remain at home or in 

your office.  

 

 

 

www.northwood.co.za 

https://www.facebook.com/NorthwoodGroup 

Skype Name: nkleynhans 

 

 

 

 

 

 

http://www.northwood.co.za/
https://www.facebook.com/NorthwoodGroup


Page | 3 
 

Copyright © 2012 Nico Kleynhans 

 

All Rights Reserved  



Page | 4 
 

THE AUTHOR 

Nico Kleynhans is the founder of Northwood. He started working in 

the financial services industry in 1987 when he joined Liberty Life.   

In 2000 he achieved the status of a Certified Financial Planner®, and 

in 2005, he completed a Diploma in Financial Management, passing 

with Distinction.  

Nico is able to make the principles of Financial Management easy to 

understand. By means of games, books and seminars, clients learn 

how to apply these principles in their lives. He has been called upon 

by various bodies to provide seminars that educate staff. 

In his spare time, Nico participates in various human rights and 

refugee organizations.  

He is a member of the Financial Planning Institute of Southern Africa 

as well as The Southern Africa Institute of Management Scientists. 

Nico is the author of How to Implement Debt Management that 

Works. 

  



Page | 5 
 

ACKNOWLEDGEMENTS 

I have to thank Business School Netherlands for helping me 

discover, quite late in life, that I enjoy studying and researching. So I 

salute Dr. Billy Coop who tried so hard to instill in me the principles 

of  marketing; Juanita Bower, whose bubbly personality encouraged 

my development; Karin, my friend who collects Masters Degrees, and 

the rest of the team – thank you for opening my eyes to the joy of 

organizing data, so that it becomes useful knowledge. 

To Coby and Kyle, who tolerated my long, mumbling soliloquies: 

thank you for your patience. To Shaheeda Abrahams: your insight has 

inspired me. 

Lastly, to my clients, it’s OK if you recognize yourself in my stories 

- what is more important is that your friends should not recognize 

you. 

 

Other publications in the Sensible Financial Planning: 

 

 How to Implement Debt Management that Works 

 Using Collective Investments to Grow your Income 

 How to be a Successful Landlord and Guarantee your 

Pension 

 What to Know before you Speak to your Insurance Broker 

  



Page | 6 
 

TABLE OF CONTENTS 
 

SECTION 1: HOW TO DESIGN A BUDGET 

1.1  INCOME & EXPENDITURE ................................................................................................................... 7 

EXERCISE 1: WHAT IF QUIZ.................................................................................................................... 9 

EXERCISE 2: THE PRICE IS RIGHT QUIZ ................................................................................................ 11 

1.2  BAD HABITS ARE STUMBLING BLOCKS TO DESIGNING A BUDGET .................................................. 12 

1.3  THE ENVELOPE METHOD: THE MOST BASIC BUDGETING METHOD OF ALL .................................... 13 

1.4  HOW NOT TO RUN A BUDGET – A METHOD THAT NEVER WORKS ................................................. 15 

1.5  HOW YOU SHOULD RUN A BUDGET ................................................................................................ 16 

IDENTIFY YOUR DEBTS ........................................................................................................................ 17 

EXERCISE 3: OUTSTANDING DEBT ....................................................................................................... 17 

 

SECTION 2: DRAFT YOUR BUDGET 

2.1  STAGE TWO – IDENTIFY EXPENSES .................................................................................................. 19 

EXERCISE 4: HOUSEHOLD BUDGET (DRAFT 1) .................................................................................... 20 

2.2  STAGE 3 - SECOND DRAFT BUDGET ................................................................................................. 21 

EXERCISE 5: HOUSEHOLD BUDGET (DRAFT 2) .................................................................................... 22 

2.3 DECREASING YOUR EXPENSES BY CUTTING WASTAGE .................................................................... 23 

 

SECTION 3: CREDIT CARDS 

3.1  DOODADS ......................................................................................................................................... 26 

EXERCISE 6: CREDIT CARD DOODADS ................................................................................................. 27 

3.2  SIX WAYS TO DESTROY YOUR FINANCES BY USING YOUR CREDIT CARD ........................................ 28 

3.3  HOW TO USE YOUR CARD WHILE GETTING OUT OF TROUBLE ........................................................ 29 

 

SECTION 4: HOW TO INCREASE YOUR INCOME 

4.1 YOUR STRATEGY ................................................................................................................................ 30 

INCREASING YOUR INCOME ................................................................................................................ 31 

4.2  THE HIDDEN BUDGET ITEMS ............................................................................................................ 32 

EXERCISE 7: FINAL HOUSEHOLD BUDGET ........................................................................................... 34 

  



Page | 7 
 

SECTION 1 
HOW TO DESIGN A BUDGET 

1.1  INCOME & EXPENDITURE 

Every household faces the same 

challenge: Your income must exceed 

your expenditure. 

It sounds simple. And yet, most of 

us find it tough to live within our 

means. In the old days when families 

had very little access to credit, it was 

easier to keep expenditure below one’s 

income. When the coins ran out, you stopped spending. 

Today with the use of overdrafts, credit cards and store cards, the 

challenges are more difficult to deal with.  Television encourages us 

to ‘buy now’!  Adverts suggest we could never be happy if we did not 

sign up for that new car. To make the decision easy to make, we only 

pay the first premium in four months’ time. 

Another ad suggests that an overseas holiday will allow us to de-

stress and have a wonderful time with our families. Comedians 

comment on our woes with money. 

"Money is better than poverty, if only for financial reasons," says Woody 

Allen. We laugh and pay the price of the continuing lifestyle we 

cannot afford. 

Having said that, how do we move from the quicksand we find 

ourselves in, to the joy of having spare money at month’s end? The 
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obvious answer is simply to monitor our finances so that we know 

what is coming in, and what is going out. 

That is what a budget does: it records what money comes in, and 

what money goes out. 

Unfortunately, the process seems to confuse many people. As 

President George Bush said, “It’s clearly a budget. It’s got a lot of numbers 

in it.” 

The reason is that budgeting is a recording of money transactions. 

Unless you record transactions as they happen, or unless you learn to 

keep vouchers, recording demands a good memory to be able to 

deduce where your money actually goes every month.  

Once you learn to record, you discover that how we use money is 

often a reflection of our attitudes towards life and an expression of 

our habits. We all know how difficult it is to change our behaviour.  

The approach we use in this series of booklets is simple to follow. 

We take you through a few exercises. Please complete them carefully 

and within a month, you will have a working budget! We find it helps 

to scan this booklet with a highlighter, and then begin a second read 

from the front again.  

If you are in a committed relationship, you will need to involve 

your partner in helping you to budget. 

Should you fight over issues of power and control, the chances are 

that working together over finances will be a rough ride. Many 

couples only survive because it is illegal to kill each other. 
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EXERCISE 1: WHAT IF QUIZ 

WHAT IF QUIZ 

Name three problems that would not occur if you were able to control your 

expenditure? 

 

 

 

 

 

Which unmet goal becomes possible if you manage to get a working 

budget? 

 

 

 

 

 

How else could your life change? 

 

 

 

 

 

Is it worth proceeding? 

 

 

 

 

Should you need a spare copy of this table, simply download one 

here: 

http://www.northwood.co.za/ebooks/worksheets/what-if-quiz.pdf 

 

http://www.northwood.co.za/ebooks/worksheets/what-if-quiz.pdf
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Couples face more challenges than an individual, as two people can 

often have very different approaches to life. 

EXAMPLE: JOHN & SUSAN 

John and Susan had been together for four years when they first 

visited me. Susan’s family had taught her not to waste money. 

Although they were not wealthy, they had no debt, their home was paid 

off, and the car was debt-free.  

John grew up with his grandmother and they lived off her social 

pension. He hated the poverty and, as soon as he could, he left school 

and took a job as a salesperson. He believed you had to reflect success to 

be successful. Anything you spent to show wealth could be considered 

an investment in the future. 

From Day One their marriage was in trouble because of the different 

ways they had of dealing with money. 

This article discusses some of the reasons why couples struggle so 

much: 

 http://www.northwood.co.za/2012/04/couples-finance-shared-vs-

separate-finances/ 

I would like you to complete The Price is Right Quiz (Exercise 2).   

This is especially necessary if you are part of a couple, and only 

one is responsible for the shopping.  

There are three columns labeled A, B, and Actual. It’s quite simple; 

one person fills in A, another B and then check the correct answer by 

looking it up and putting it in Actual 

It will also serve as a warning of how much work will need to be 

done. 

  

http://www.northwood.co.za/2012/04/couples-finance-shared-vs-separate-finances/
http://www.northwood.co.za/2012/04/couples-finance-shared-vs-separate-finances/
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EXERCISE 2: THE PRICE IS RIGHT QUIZ 
 

THE PRICE IS RIGHT QUIZ 

What is the price/cost of A B Actual 

1 Lt full cream milk    

A 7 kg Bag of potatoes    

1 kg washing powder    

Monthly car insurance premium    

Monthly Rates on our home    

Medical aid premium    

Monthly electricity bill    

Monthly clothing allowance for 

household 
   

Monthly mobile phone charges    

Lunch money for past month    

 

Eight out of 10 is not bad.  

Seven or six, listen to the shopper, you are out of touch. 

Five, are you in Parliament? 

Did you get less than five out of 10? Sies! (ask a South African what 

that means) 

Spare copies of this exercise sheet can be downloaded here: 

http://www.northwood.co.za/ebooks/worksheets/the-price-is-right-quiz.pdf 

  

http://www.northwood.co.za/ebooks/worksheets/the-price-is-right-quiz.pdf
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1.2  BAD HABITS ARE STUMBLING BLOCKS TO DESIGNING 
A BUDGET 

Often we develop bad financial habits because of childhood 

experiences.  Sometimes these habits can have devastating effects on 

our adult lives, and, consequently, on the lives of our children. 

EXAMPLE: JOAN 

Joan’s father rigidly controlled his family’s finances and never 

encouraged discussion about money. If he was upset at someone, he 

would simply withhold money from that person. He would decide how 

much to give each family member; his allocations having been 

influenced by his mood on that day. 

As a consequence, Joan learnt that money represented power and 

that withholding it made it possible to control others. She could use it 

to force people to do her bidding. When Joan started earning her own 

money, she decided never to be like her dad. 

Joan then began to support various family members even though they 

were capable of being self-supporting. As time went by, Joan realized 

her income no longer allowed her to save towards retirement. She came 

to me for help and we discussed getting her expenditure under control 

by designing a budget. 

Joan hated the exercise, because, although she was happy to stop 

spending on herself, she could not bring herself to cut down on family 

support. As we discussed why she hated doing so, she repeatedly said 

that she did not want to be like her dad.  

It took some months before Joan was able to talk to her relatives 

about taking more responsibility for their own lives, and it was about 

a year before she learnt to set better boundaries. 
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What I have found worrying is when someone has reached the 

limit to their ability to earn, and yet are still driven by bad habits. 

 

EXAMPLE: MARY & EARL 

Mary and Earl are in their 60s. Their son still lives with mom and 

dad. Dad used all of his retirement money to buy his son a business, 

which flopped.  

Mom has been retrenched and Dad has health issues that could 

seriously impact his ability to earn a living. As an independent 

consultant, he has no pension or medical benefits. They have no more 

savings or emergency reserves and their bank has refused to extend 

further credit. 

Mary and Earl came to see me. They refused to cut down on certain 

aspects of their lifestyle or kick their son out of the nest and they rather 

wanted to find ways of extending their credit.  

We were not able to work together and, sadly, I expect the next call 

from them to be when they have lost their home, because they are 

simply not ready to discuss a budget. 

1.3  THE ENVELOPE METHOD: THE MOST BASIC 
BUDGETING METHOD OF ALL 

Realizing that a budget is just a method of being worried before 

you spend money begs the question: is there an easy-to-install 

budgeting method which is fool-proof? 

When I grew up, we were not a wealthy family. My dad worked 

on the railways and money was always tight. My dad never owned a 

credit card, nor did he use a cheque book. Our first telephone was 

installed when I was in high school. The only debt our family had was 
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a home loan; otherwise everything was bought for cash. Our first 

family car was 20 years old and broke down almost every month. 

My parents budgeted by listing every category of expenditure 

(milk, groceries, funeral policies, etc.) – about a dozen of them that all 

demanded money each month. 

Every month end, Dad would draw the amount of notes and coins 

he needed for the month, sit on the bed with my mom, label an 

envelope for each category of their budget and fill the envelope with 

the amount of money allocated to that category.  If we ran out of 

money for one of the categories, we went without. This was done 

behind a closed bedroom door. We were never allowed to enter the 

room during the month-end event. 

Their system worked because my dad had discipline. He lived his 

life using cash only. On his 60th birthday, the bank gave him a credit 

card. He refused to use it, so they deposited a few hundred rand onto 

the card to encourage him to try. 

With technology developing, the “envelope budgeting” has 

become available as electronic software. Here are a number of 

companies which can provide you with programmes. 

 

 http://commoncentssoftware.com 

 http://www.mvelopes.com/envelope-budget 

 https://neobudget.com/ 

 

The software has the advantage of integrating graphs, estimating 
projections, and also reconciling your bank accounts. 

 

MY EXPERIENCE WITH THIS METHOD 

http://commoncentssoftware.com/
http://www.mvelopes.com/envelope-budget
https://neobudget.com/
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I do not have my dad’s willpower, so that initially the “family 

envelope” budgeting model took some effort.    

My siblings and I learnt that money was something one discussed 

behind closed doors. Consequently, we developed dysfunctional 

relationships with money. It took me a number of painful events before 

I accepted responsibility for working with money (and since my sisters 

may read this one day, I had better not reveal any further family 

secrets). 

The principle which the envelope method applies still holds water. 

Allocate money and make sure it is well-spread to cover all events. 

"A budget tells us what we can't afford, but it doesn't keep us from buying 

it." — William Feather 

1.4  HOW NOT TO RUN A BUDGET – A METHOD THAT 
NEVER WORKS 

While a budget tells us what items we cannot afford, it does not 

keep us from buying them, as William Feather so eloquently put it. 

Most first-time clients use what I call: The Automatic Budget 

Method. This is illustrated as follows. 

EXAMPLE: MANDLA 

Mandla knows his last debit order for the month 

comes off on the 5th of the month. During that 

evening he draws all the cash in his bank account 

and spends until his money runs out. If the bank 

runs their debit order one hour late, Mandla will 

have drawn and spent his spare cash. While his 

method avoids paperwork and thinking, he will never be able to save for 

those big-ticket items.  
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1.5  HOW YOU SHOULD RUN A BUDGET 

So how do we run a proper budget?  

When used correctly, a budget is a tool that helps you understand 

where you're going financially and how you're getting there. 

Most people have dreams or goals, but the only way to ensure they 

realize those dreams or goals is to have a plan.  

A budget is such a plan and helps you live within your means. This 

seems like a restriction to some. Rather, see it as a method that ensures 

you will have a holiday, that you will also have emergency reserves 

and that you will sleep peacefully at night. 

A budget ensures there is ready cash available for investing. Do 

you realize that a mere R200 invested for 10 years in a typical unit 

trust could generate a pay-out of over R100,000? 

A budget helps you reach goals that matter. There are some goals 

that require huge amounts of capital. A fully paid-off house, a world 

tour on a luxury cruise - these goals are possible with some effort. 

A budget allows you to control your finances, rather than being 

controlled by debt. It ensures you spend money on things you need, 

rather than what appears in front of you.  

For couples it reduces arguments: You can always tell your partner 

no allowance was made on the budget for what it is they want to 

spend unnecessary money on. 

Running within a budget is a good thing. It will empower you and 

ensure that you control your estate, rather than letting your creditors 

control you. 

Starting a budget is an easy, three-step process. 
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IDENTIFY YOUR DEBTS 

It may come as a surprise to some, but not all debt is equal. Some 

debt qualifies as ‘good debt’ and some as ‘bad debt’. Good debt is 

used to create income. Bad debt covers items that lose value with time. 

So a home loan at 8 percent on a house that grows at 10 percent is 

an acceptable investment. The same cannot be said about a R400,000 

car that will lose R100,000 in value in the first year.  

Before we go further, identify all your medium- and long-term 

debt: that is, all items bigger than what you can settle in a single 

month. 

Examples would be credit card budget items, home- and car loans 

etc.  

 Collect all the statements you can find. Open the envelopes 

and sort them according to category. 

 Download your mobile accounts. 

 Open your latest salary slip. 

The cost of debt is the interest rate. Make the effort to establish what 

your debt is costing you. 

EXERCISE 3: OUTSTANDING DEBT 
 

One
• Identify Previous Expenditure

Two
•Draft Expenditure Report

Three
•Budget

OUTSTANDING DEBT 
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SECTION 2 
DRAFT YOUR BUDGET 

 

Provider 
Amount 

outstanding 

Monthly 

payment 
Cost of debt 
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2.1  STAGE TWO – IDENTIFY EXPENSES 

The second stage of drawing up your budget is to identify previous 

spending patterns. The quickest way is to examine credit card and 

bank statements, which will identify your expenditures.  

You could use a software programme to do this, or you could use 

the usual paper method to help you. There are some excellent apps 

for people using a Smartphone. 

http://www.youneedabudget.com/ 

Categorize and total your expenditure under each heading. 

Examine all your store accounts, as well as any other regular 

payments made using cash. The result will be your Phase Two 

Expenditure Report. Try and separate those categories that are fixed 

ahead of time (like car insurance) and those that are flexible. This 

difference makes control of your expenses easier to manage. 

Now add those items that you should pay for, but cannot because 

you have run out of money. I would include holiday and clothing 

allowances under this category. 

To download a copy of this report, click here: 
http://www.northwood.co.za/ebooks/worksheets/household-budget-d1.pdf 

  

http://www.youneedabudget.com/
http://www.northwood.co.za/ebooks/worksheets/household-budget-d1.pdf
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EXERCISE 4: HOUSEHOLD BUDGET (DRAFT 1) 
 

HOUSEHOLD BUDGET (draft 1) 

Household Expenses Notes Amount 

Bond Repayments   

Electricity   

Rates   

Refuse Removal   

    

Transport Costs   

Car Repayments   

Petrol   

Insurance   

   

Other   

   

Clothing   

School/College Fees   

Telephone Calls   

Holidays   

Insurance Costs   

Savings,  Investments   

Medical Bills   

Total   
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Complete the template using categories and figures you have 

already totaled. The extra lines we have added could serve for special 

items. Estimate the figures if you are unsure as to how much you 

actually spend on a category of expenses. Change categories to suit 

your own situation, and delete unwanted categories. 

Do not be afraid if your expenditure exceeds your income. This is 

normal, and will be remedied over time. 

2.2  STAGE 3 - SECOND DRAFT BUDGET 

Using the first draft, track all your expenditures for a full month. 

Tick off each expenditure item against the budget. As you come 

across expenses not previously identified, add them.  Try and log 

every single expense, including small things such as milk and bread, 

or parking. You will notice some expenses are fixed (they remain the 

same for months at a time) and some are flexible (watch these ones, 

they change every month).  

 

To download a copy of this report, click here: 

http://www.northwood.co.za/ebooks/worksheets/household-budget-d2.pdf 

 

  

http://www.northwood.co.za/ebooks/worksheets/household-budget-d2.pdf
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EXERCISE 5: HOUSEHOLD BUDGET (DRAFT 2) 
 

HOUSEHOLD BUDGET (draft 2) 

Household Expenses Notes Amount 

Bond Repayments   

Electricity   

Rates   

Refuse Removal   

    

Transport Costs   

Car Repayments   

Petrol   

Insurance   

   

Other   

   

Clothing   

School/College Fees   

Telephone Calls   

Holidays   

Insurance Costs   

Savings,  Investments   

Medical Bills   

Total   
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This Stage Three report is what our Financial Planning Clients send 

in to our offices for evaluation. By now you should also be gaining 

some savings due to the cutting out of unnecessary expenses. Focus 

on decreasing your costs!  

I want to mention the issue of backsliding. We expect clients to fall 

off the wagon at least once. It is not the end of the world. Just get back 

on it again. 

2.3 DECREASING YOUR EXPENSES BY CUTTING WASTAGE 

Having logged your actual expenses, the time has come to remove 

wastage. 

You should be able to save between 15 and 25 percent by cutting 

waste. Examine your monthly debit orders and regular debt 

payments. Are they necessary?  Remember a reduction of R300 p/m 

is actually a R3,600 annual reduction.  

EXAMPLE: NATHI 

Nathi assured me he never wasted any money. He knew precisely 

how much debt he had. After some discussion he admitted he had never 

examined and identified his debit orders, so we turned to the task. 

Slowly Nathi noticed places where changes could be made and 

reduced his expenses by another R1,000 pm. Here are some of the 

changes he made, which you could also consider making: 

 DSTV – Consider a cheaper bouquet. After all, how many channels can 

you watch if your working day is 12 hours long? 

 Cut the popcorn or the size of the drink at the movies. Better still, keep 

the extras, but go when the movies are cheaper. 

 Don’t buy expensive take-away. Buy a whole grilled chicken rather 

than Kentucky and save R100 on Friday evening. 
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 Reduce the number of times you eat out.  

 Stop smoking. 

 When you go to buy milk and bread, leave your wallet at home and 

take R30 in notes. This could save you even up to R150 per trip. 

 Compare your short-term insurance premium with any two company 

adverts that catch your eye. There is a lot of competition and rates 

change all the time – you can use this competition to your benefit. 

 Ask your financial advisor whether your portfolio needs adjusting. 

 Avoid unnecessary car trips. 

 Car pool whenever possible, on a rotation basis. 

 Pay school fees, etc. in advance where possible, to take advantage of 

the discounts offered. 

 

You could achieve more serious savings if you: 

 Move to a more affordable suburb. 

 Downsize your home. 

 

In case you are wondering if I apply these cuts in my own life, I do. 

We have saved R18,000 p/a  without any pain. 

 Check your phone plan. We cut out a bold telephone listing in the 

telephone directory, cancelled call waiting, and the second line. The 

changes reduced our phone bills by R5,000 p/a. 

 My mobile phone plan came up for renewal and I was able to switch 

to a cheaper plan with per-second billing and this saved another R3,000 

p/a. 

 I had my car and household reviewed and managed to reduce the 

premium by R900 per month. 
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A budget never grows stale. Keep referring to it and use it to 

manage your finances. If your budget is out-of-balance, you face two 

choices: reduce expenditure or increase income. 

  

Out of balance 
budget

Increase 
income

Reduce 
expenditure
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SECTION 3  
CREDIT CARDS 

3.1  DOODADS 

Money can’t buy happiness. Why should it? That’s what credit 

cards are for. Credit cards are responsible for so many bad habits that 

they warrant a special section. 

To measure how well you use your credit cards, please examine 

three credit card statements. Go through the statement, then 

categorize each expenditure item into one of three categories. Write 

the amount in the correct column. 

1. I would buy that item again 

2. Hmm, maybe not? 

3. What was I thinking? 

 

A copy of this table can be downloaded here: 
 

http://www.northwood.co.za/ebooks/worksheets/doodads.pdf 

  

http://www.northwood.co.za/ebooks/worksheets/doodads.pdf
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EXERCISE 6: CREDIT CARD DOODADS 
 

DOODAD EXERCISE 

Item Buy Again Maybe Not 
What was I 

Thinking? 

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

Total    
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If the total of column two and three equals more than 25 percent of 

your total expenditure, you have a problem. You should leave your 

credit card at home more often. 

3.2  SIX WAYS TO DESTROY YOUR FINANCES BY USING 
YOUR CREDIT CARD 

These are some of the most popular abuses of a credit card that we 

have come across: 

I. Making your payment late. This allows the credit card company to 

revoke the 52 interest-free days you would have had if the debt had 

been paid timeously. They charge you from day one. 

II. Making the minimum payment only and not settling your card in full. 

This allows the credit card company to increase their profit by another 

200 percent. 

III. Drawing cash from the ATM. This allows the credit card company to 

charge a shocking penalty interest rate for 50 days before you even see 

a statement. 

IV. Not examining the interest rate your card charges you. Every bank has 

a different charge, and they don't like people who use the cheapest 

credit card. 

V. The best one is: Using a card just because it promises you a free braai 

unit after five years of constant use and a cheap movie on Tuesdays. 

VI. Drawing cash from one credit card to pay the minimum balance on 

another credit card. 

 

EXAMPLE: THOMAS 

Thomas runs a small firm of attorneys. Some of his workers are paid 

on Fridays and as a result he often runs out of petty cash. Thomas has 

developed the habit of visiting the ATM around the corner, drawing 

cash from his credit card and replacing the money on Mondays. 
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Thomas does not realize how the bank treats this ‘loan’. Suppose that 

normal use on his credit card left him with a negative balance of 

R10,000 and that on Friday he draws cash to the tune of R7,000. His 

negative balance is now R17,000. The R7,000 will incur cash overdraft 

charges and the R10,000 will be free of charge, provided the account is 

settled in full. 

When Thomas pays back the R7,000 on Monday, it is offset against 

the R10,000 owing and not against the cash loan. To settle the cash 

loan, he will need to deposit R17,000! By month-end he is still paying 

cash loan charges on all the cash withdrawals. His method will therefore 

cost him many thousands of Rand every year. 

Can one design a strategy to get out of credit card woes? Of course 

you can! 

3.3  HOW TO USE YOUR CARD WHILE GETTING OUT OF 
TROUBLE 

I. While you get your debts under control, cut up your card and when 

the debts are settled; have the bank issue a duplicate card. 

II. Pay more than the minimum balances on outstanding debts as far as 

you can. 

III. Get the credit card company to reduce your credit limit. 

IV. Temporarily switch to debit cards until all your cards are settled. 
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SECTION 4  
HOW TO INCREASE YOUR INCOME 

Up to now we have focused on the expenditure side of your 

budget. Now we switch to the income side. 

Judging by how carefully our focus groups read this section, I 

expect it to be a popular one!  

Let’s return to the sketch we discussed earlier. 

 

 
 

 

4.1 YOUR STRATEGY 

Much of this workbook has concentrated on reducing expenditure. 

You do have a second possible strategy: Increasing your income! 

 

EXAMPLE: KEVIN 

Out of balance 
budget

Reduce 
expenditure

Increase 
income
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Kevin changed jobs and it seemed as if the new job salary was just 

too low. No matter how carefully we examined his budget, he would be 

short.  

So I gave Kevin my “knowledge is a valuable commodity” speech. If 

you are a lecturer at a university you would have heard a version of this 

before. To shut me up, Kevin applied for an extra research tender, which 

was then awarded to him and now provides him with an extra R250,000 

p/a. I am not suggesting that this is an option for all of us, but we 

certainly can try. 

INCREASING YOUR INCOME 

If you are not like Kevin, but still need more money, try one of the 

following: 

 Consider a job on the side. A 10 

percent increase in disposable income 

could go a long way to balancing your 

books. 

 Go for a higher paying job. 

 Ask for a raise. We are considering 

completing an article on raise-

requesting strategies in one of our 

newsletters. If 20 readers ask for it, we 

will finish the article! 

 Offer to take a pay cut in exchange for 

a performance bonus. 

 Contact companies like Markinor and 

get paid to survey people. 

 Have your boss pay for further studies. A better education opens more 

doors. 
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 Turn your car into a mobile advert (a friend uses his car to advertise 

for an estate agent – he gets paid and never has to look for his car at 

the mall parking garage.) 

 Rent out a room at home. 

 Consider a lift club to work, or take the train. 

 Have a garage sale. If this embarrasses you, let the kids hold one and 

then let them keep the cash in lieu of pocket money. 

 Consider a home-based business. There are many reputable network 

marketing (MLM) companies that can provide you with a good part-

time income while offering you excellent personal growth 

opportunities. Check out the options and choose one that suits you and 

that has a sponsor you can work with. Avoid pyramid schemes. 

 Investigate using a second bond to build a granny flat or extra room 

that could be rented out – the income from this could pay for the 

second bond, while adding value to your property. 

You may want to write your final budget in our last table 

(Exercise 7): 
 

http://www.northwood.co.za/ebooks/worksheets/household-budget-

final.pdf 

 

Should you want to use a more comprehensive analysis, try 

downloading this worksheet:  

http://southafrica.smetoolkit.org/sa/en/content/en/51159/Family-Monthly-

Budget-Worksheet 

4.2  THE HIDDEN BUDGET ITEMS 

Hidden budget items are those that we tend to dump first when we 

seem to run into cash-flow problems. Unfortunately, it will often take 

us more than a year to get them back onto our budgets. 

http://www.northwood.co.za/ebooks/worksheets/household-budget-final.pdf
http://www.northwood.co.za/ebooks/worksheets/household-budget-final.pdf
http://southafrica.smetoolkit.org/sa/en/content/en/51159/Family-Monthly-Budget-Worksheet
http://southafrica.smetoolkit.org/sa/en/content/en/51159/Family-Monthly-Budget-Worksheet
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Insurance – Never dump your risk insurance to balance a budget. 

If you have to, take proper advice and make sure that you have that 

advice in writing. 

Retirement Funds – Fewer than 6 percent of South Africans retire 

with sufficient pensions. 94% have a shortfall. Don’t join this latter 

club! 

Education – Set aside R1,000,000 for your next baby’s education. So 

unless you have doting grandparents, or a rich uncle, start saving 

now. 

Holiday Fund – What is the use of a world tour when you run out 

of funds after 20 days? Save up to pay that holiday before you leave. 

Emergency War Chest – My clients know why I insist that they all 

have a “War Chest”: a back-up amount of between R150,000 and 

R250,000 which is saved for completely unexpected expenses. You 

will definitely one day find yourself in a position where this money 

becomes a life-saver: it can serve as a deposit for the house of your 

dreams, or the back-up allowance if you or your partner face 

retrenchment, a debilitating injury, or any other kind of unforeseen 

monetary crisis. Those clients who do follow the “War Chest” 

strategy often gain great benefits from it. 

 

 

I trust you have enjoyed drawing up your budget. You may want 

to examine How to Implement Debt Management that Works, the 

first booklet in our SENSIBLE FINANCIAL PLANNING SERIES. 

 

By now you should have a balanced budget. Congratulations!  
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EXERCISE 7: FINAL HOUSEHOLD BUDGET 
 

FINAL HOUSEHOLD BUDGET 

Household Expenses Notes Amount 

Bond Repayments   

Electricity   

Rates   

Refuse Removal   

    

Transport Costs   

Car Repayments   

Petrol   

Insurance   

   

Other   

   

Clothing   

School/College Fees   

Telephone Calls   

Holidays   

Insurance Costs   

Savings,  Investments   

Medical Bills   

Total   

 


