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ALWAYS SEEK 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 that the information contained in this book 

may need to be tweaked to your personal circumstances. 

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. 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.  
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SECTION 1:  
WHY ARE YOU IN DEBT? 

 

1.1 STEALING HORSES 

When I was 6 years old, I saw TV for the first time. I remember 

one line from the very first TV show.  A gypsy family had moved to 

New York, and were determined to keep as much of their lifestyle as 

possible.  

Unfortunately, they were constantly unemployed, permanently in 

debt and always in trouble with the police. On this occasion, the 

police were expelling them for squatting. Mom had had enough and 

wanted to move the family closer to town. But their horse had died, 

and they had no car, hence, the immortal words: 

“Sam, steal a horse, I want to go to town.” 

In honour of the millions of families who seem to struggle with 

debt, I hope this makes stealing horses unnecessary. 

1.2 GETTING INTO DEBT 

Welcome to our South African Guide on debt management. Since 

1980 I have viewed, discussed and designed hundreds of financial 

plans. You are reading this book because you recognize that you face 

financial challenges, this workbook is offered to help you find 

solutions.                    

While we accept that money cannot buy happiness, we know it’s 

more comfortable to cry in a BMW than on a bicycle. The good news 
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is that with careful planning, you can overcome debt without having 

to live in a tree.  

I see living proof of this every day in my practice. Sometimes 

clients who approach us are in their 30s, other times they are a little 

older.  

EXAMPLE: MRS. S and MRS. G who started late in life 

The following people started fixing problems when most are 

thinking of retiring. 

 Mrs S, a 65-year-old widow who had to start all over again when 

her husband spent all of their savings.  

 Mrs G, an 85-year-old widow whose only possession is her home 

and whose only income is a R200 per month pension payment from 

her husband’s estate. She ate pet food to stay alive.  

We were able to find solutions for both clients. Mrs S had to go 

back to work, where she amassed sufficient capital to be comfortable 

while Mrs G was able to refinance her home, and ensure security for 

the rest of her life. 

On the other side, not all clients come to us because they have no 

money. I have also met with people who earn R360,000 per annum 

but spend R400,000. Others spend millions at the casino every year 

and still complain they cannot survive on what they have. 

EXAMPLE: A GROUP OF PRIMARY SCHOOL TEACHERS 

I spoke to a principal of a primary school in one of our townships. She 

told me that a bank would send representatives to her school with a 

suitcase full of notes. Teachers, who wanted money, signed up and if they 

qualified, received their share immediately. The temptation of a pile of 

notes lying on a table was a challenge that few could resist. 
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EXAMPLE: SIMPIWE 

Even as late as 2014, one sees practices that ought to be illegal. 

I spoke to Simpiwe who earns R1,800 per month. He was 

approached by someone who claimed to work for a bank and 

offered a loan equal to R1,800 to be repaid over six months. He 

took the money, spent it and now finds he has to return an 

amount well in excess of R2,800. He had no idea the “bank” 

would add interest to the loan. 

SCOPE OF THIS WORKBOOK 

The scope of this workbook is to teach you how to manage debt 

properly. We discuss legislation which applies to South Africa. As 

this changes regularly, it may be that some Regulations will have 

changed. Check before you make major changes to your estate.  

It takes a lifetime to develop habits that get us into debt and most 

readers need help to break these habits. The reality is that South 

Africa is a country sinking under debt. The Credit Bureau carries 

files on half of our population. These files contain over 9.6 million 

consumers, and millions of these citizens have judgments against 

their names. 

I hope this booklet will show you how to manage your debt and 

discover a secret!  

A secret you say? 

Let me explain. Money is more than paper and coins. It has many 

subconscious meanings. It can allow you to feel: 

 loved  

 cared about  

 competent  

 safe and secure  
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 accepted  

 acknowledged  

 satisfied 

 empowered 

 protected 

The one promise I can make is that we will not act in a logical 

manner every time we work with money. 

An aunt of mine was travelling by car one evening with a 

friend. They had forgotten to switch on the car’s headlights. The 

police pulled them over and announced that they would be fined. 

He also told them the size of the fine. Well aware they could not 

afford this amount of money, they decided to flirt with the officer. 

It worked! He let them go. 

They were so relieved, that they decided to celebrate with a 

slap-up meal at a fancy restaurant. Anyone care to guess what the 

meal cost them? Yep, the same as the fine would have. That was 

when I, as a 6-year-old boy decided that adults were crazy and 

should not be allowed to have money. 

1.3 USING MONEY TO FEEL APPRECIATED 

EXAMPLE: SIMON 

Simon worked with me for a number of years. His debt situation 

was so bad that he knew the sheriffs by name.  

Whenever he had a bad week, he would try to feel better by 

buying a new item of clothing. He had a ritual. He’d go to an 

infamously expensive store and when he walked into the store the 

staff members’ smiles were genuine - they knew a sale was 

guaranteed with this customer. This already made him feel good. 
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Simon would try on any number of new items, and turn the 

store upside down, but he would always buy something. 

The problem is that Simon didn’t have the finances to pay for 

the items he purchased on credit. Many of his purchases were at 

the expense of the week’s food budget. 

Over the years, Simon had seldom lived through a month 

without someone demanding he pay an account in arrears. Yet, 

there are people who earn less than half of what he does who save 

and are debt-free – they sleep well at night.  

My friend has a painful relationship with money. It seems as if 

he will spend his life trapped in a cycle of debt. 

Money symbolizes basic, strong feelings and urges. Simon does 

not believe that he has a problem.  He does not understand that he 

uses money to temporarily feel good about himself. It is unlikely 

that he will seek help.  

MONEY: THE ROOT OF ALL EVIL 

In the Christian Bible, St. Paul speaks of the love of money as 

being the root of all evil. Some have unfortunately interpreted this 

to mean money is evil. However, this is not the intended meaning. 

The Bible is commenting on those who place money as the centre of 

who they are. 

When I first realized I had more money than most, guilt set in. 

To compensate, I was eventually paying one staff member more 

than I was earning myself. I met every charitable request with a 

positive response, and found that the same friends constantly 

asked me for money. It took a while for me to realize that I was not 

helping my friends solve their problems. Instead, my 

dysfunctional attitude toward money was perpetuating their 

problems. By that time, I was up to my neck in debt. 
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1.4 WE LEARN FROM OUR PARENTS 

Our parents teach us social interaction, help us develop values 

and teach us about money. Sometimes we learn from them 

unconsciously. Our parents teach us about many aspects of life. They 

also show us how we can develop a relationship with money. In 

some cases they could be a good example, in other cases not. 

EXAMPLE: Cheryl 

Cheryl will retire soon. Growing up, her father was the only 

breadwinner in the family. Cheryl’s mother depended completely 

on him for household money. Whenever her mother went 

shopping, she took her daughter along. At the teller, Mom would 

hold her hand. As the total cost approached the cash she had in her 

purse, Mom would squeeze harder and harder and harder. At the 

end, if she had enough money to pay for the supplies, there would 

be an audible sigh of relief and Cheryl’s sore hand would be 

released. 

She told me this story 40 years after the event. She became 

animated and I could hear her frustration and feelings of 

helplessness coming to the fore once more. Her anger towards her 

father for not releasing more money for supplies is as strong today 

as it was 40 years ago. 

Cheryl may have grown up, but her attitude towards money is 

stuck in a time warp. It is still governed by fear of not having 

enough. Even though Cheryl has enough money, her approach is 

still that of  the little girl she once was, standing at the till and 

hoping that the amount demanded will be less than the amount in 

her purse.  
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EXAMPLE: PAUL 

During the past two years Paul’s income has increased by 30 

percent per year. However, he still can’t set up a debit order of 

R500 per month towards an emergency reserve. Paul’s money 

comes and goes and a large slice of it goes to restaurant bills. 

When Paul and I discussed his experience growing up, he told 

me that he’d lived with an aunt who depended on a government 

disability grant for survival. Whenever the allowance arrived, 

they ate like royalty for a week. For two more weeks, the meals 

were less elaborate. For the last week of the month, bread and 

peanut butter was the first and second course. His aunt never 

budgeted or tried to stretch her allowance to cover the food for the 

month. 

Financially Paul is still that little boy, repeating the patterns of 

childhood. Nowadays he lives like royalty for the first week of the 

month, visiting expensive restaurants several times, yet for the last 

week he needs a credit card for essentials. It’s no wonder he finds it 

difficult to budget. 
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EXAMPLE: KYLE 

In case you are wondering at what age these patterns set in, here 

is Kyle’s story. 

Kyle is a 12 year old boy who is under our care. He places one- 

third of his weekly pocket money aside for savings. To this he has 

recently added cash he earned at the day business organized by his 

school. 

I noticed that when Kyle plans his weekly shopping, he buys 

chocolates, biscuits and milkshakes, along with other luxury 

items. He ends up with no more than 5 cents in change.  

This year, armed with all his savings, Kyle went off to do his 

Christmas shopping. He came home with bags of gifts. This 

conversation followed: 

Nico: Have you finished shopping? 

Kyle: No. 

Nico: Whose gifts have you not yet bought? 

Kyle: No one. Everyone on my list has a gift. 

Nico: So why have you not yet finished shopping? 

Kyle: Because I still have R300 left. 

1.5 WHY ARE YOU IN DEBT? 

Why are we telling all these stories? Think about why you are in 

debt, and try to describe your relationship with money.  

CINDERELLA 

Do you need to buy yourself a new pair of shoes every time you 

feel depressed? I have a cousin who is addicted to buying shoes. It 

gets so bad that when we window-shop, we choose a route based on 

how few shoe shops we will pass. I think that she sees herself as a 
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little Cinderella. One day she will find a perfect pair of shoes that 

will bring her a prince (I hope she never reads this). 

PEOPLE WHO HAVE BEEN THERE 

What do you think the following people have in common? 

Daniel Defoe 

Oscar Wilde 

Donald Trump 

They each had so much debt at one time or another, that they 

were declared bankrupt. Yet, they moved on and today we 

remember them for other reasons. The fact that you may have 

difficulties now, does not mean that the rest of your life is laid out in 

concrete.  
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SECTION 2 
TASKS 

We have created a series of assignments which you need to 

complete in the order that they are presented. If you follow these 

carefully, each step leads to the next one. By the last step, you 

should have your debt situation in hand. 

2.1 TASK: HOW DO YOU RELATE TO MONEY? 

Please complete the following questionnaire. You may download 

a paper copy from:  

http://www.northwood.co.za/ebooks/worksheets/relate-to-

money.pdf  

  

http://www.northwood.co.za/ebooks/worksheets/relate-to-money.pdf
http://www.northwood.co.za/ebooks/worksheets/relate-to-money.pdf
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HOW DO YOU RELATE TO MONEY 

How did your parents handle money? What disagreements did they have? 
 
 
 
 

Did your family have significant reversals of good fortune during your 

childhood? Were you richer or poorer than your friends? 
 
 
 
 

How do you handle money when compared to your siblings? Do you 

know why? 
 
 
 
 

Did your parents teach you how to handle money? 
 
 
 
 

What lessons did you learn about money? 
 
 
 
 

What did you do with your first pay cheque? 
 
 
 
 

What have you learnt from your answers above? 
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2.2 TASK: YOUR CREDIT REPORT 

Every South African is entitled to one free Credit Bureau Report 

per year. Before we proceed, please order your report. It may 

influence what comes next. 

Go to Trans Union and get your free annual credit report by 

clicking on this link: www.mytransunion.co.za or else phone the call 

centre. 

The annual report will list your names and known as names. 

Check that this data is correct. 

It will list all the providers who have provided you with credit. 

Each provider updates your credit record every month. The record 

shows the past 24 months. There are a number of codes, OK means 

there are no problems. A number 30, 60, 90, 120 show that you are 

behind in your payments of that account. In other words, you are a 

slow payer. This counts against you. 

Check that the list is correct. Are some suppliers not updating 

your records? Are there suppliers who have made mistakes? 

You will also see who has looked at your profile. No one may 

examine your profile without your permission. Even a bank can 

only do so if you gave them authority in writing. If someone, let’s 

say Edgars, has been investigating your records and you have no 

Edgars account, log a dispute immediately.  

The first report is free. Should there be an invoice, it will be 

because you have added something to your report. Usually this will 

be a request for a Credit Rating. Have the rating request removed, 

and your report will be free once again. 

Check your report. Should there be anything that you are not 

happy about, complete a Dispute Form immediately. Your window 

period during which you can challenge the items is very short, a 

file:///C:/Documents%20and%20Settings/User/My%20Documents/My%20Dropbox/Share%20across%20Nico's%20computers/Ebooks/Managing%20Debt/www.mytransunion.co.za
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mere 5 days. Should you remain silent, you could end up with a 5-

year listing against your name. I suggest you log a dispute via the 

telephone, get your dispute number immediately and use it when 

you send in your proof of ID and your proof of address.  

 Submit the form. Use your reference number. 

 A dispute will be logged onto your account and your record 

will be closed for 20 days while the dispute is being resolved. 

 During that time Trans Union will carry out an investigation. 

 This will be at no cost to you. Watch for the sms which will 

indicate how far they are with your dispute. 

As an extra security protection, you can subscribe to the alert 

service. This costs around R300 per annum and for this you will get 

your report, your credit rating and a sms every time anyone works 

on your file. This can help if say, Nedbank is doing an investigation 

and you have no transaction with them. That could be an alert that 

someone is busy stealing your identity. Should you lose your report, 

you will be required to pay for a copy. 

Transfer all data from your report to the form below.  
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YOUR CREDIT REPORT 

Provider Listing How will I fix? 

   

   

   

   

   

   

   

You may download a paper copy from:                                       

http://www.northwood.co.za/ebooks/worksheets/your-credit-

report.pdf 

  

http://www.northwood.co.za/ebooks/worksheets/your-credit-report.pdf
http://www.northwood.co.za/ebooks/worksheets/your-credit-report.pdf
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2.3  TASK:  YOUR EXISTING DEBT 

Open all the envelopes that contain any bills.  

 Sort them: 

o by service provider  

o then by date due.  

 Transfer the data to the form below.  

 Under the ‘Provider’ column, please place the name of the 

institution owed, for example, Edgars or ABSA.  

 Place the total outstanding debt in the second column.  

 The cost of debt is the interest rate charged on outstanding 

balances. 

 The last column is the monthly repayment. 

Ensure that all items which you are paying off on a budget appear 

here. 
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You may download a paper copy from: 

http://www.northwood.co.za/ebooks/worksheets/my-existing-

debt.pdf  

Rather than worrying about how much debt you have, a better 

strategy to measure your debt is to focus on what it is costing you 

every month. 

 

  

MY EXISTING DEBT 

Provider Total Debt Cost of Debt Monthly Repayment 

    

    

    

    

    

    

    

    

    

    

Total    

PLEASE NOTE: If you are unsure about 

how to use the calculator, you are welcome to 

send me all the data, and I will generate your 

report for you. 

http://www.northwood.co.za/ebooks/worksheets/my-existing-debt.pdf
http://www.northwood.co.za/ebooks/worksheets/my-existing-debt.pdf
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HOW MUCH IS YOUR DEBT COSTING YOU?  

What percentage of your monthly income is used to service your 

medium-term debt (total of monthly cost of debt expressed as a 

percentage of your total income)?   

 

Now calculate what percentage of your income is used to repay 

your debt (monthly repayments expressed as a percentage of total 

income)?   

 

 

GOOD DEBT vs BAD DEBT 

 

 

 

 

 

Different Kinds of Debt 

Those of you who have played Cash-Flow 101 with us have 

noticed that we use the terms ‘Good Debt’ and ‘Bad Debt’. I 

mention this here because some have developed such a fear of any 

kind of debt that they do not even want to buy a house. 

BAD DEBT 

Getting into debt because you cannot afford groceries is a bad 

debt to have. Bad debt is often called consumer and/or spontaneous 

debt. Bad debt is money that you borrow to buy that fancy coffee 

machine because it looked so cute, or because you imagine that you 

deserve a certain status in society. I remember a number of Members 

of Parliament knocking at my door during 1995, some had 

       % 

       % 

Good 
Debt

Bad 
Debt
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accumulated credit card debt in excess of their annual salaries in less 

than a year. 

GOOD DEBT 

The best example of good debt is a mortgage loan on a rental 

property that generates a positive cash-flow every month. It is 

money that you borrow to buy assets that put money in your pocket.  

As long as you can leverage the income against the cost of debt and 

end up in positive territory, you are using good debt. 

2.4 DIY DEBT MANAGEMENT THAT WORKS 

Your last step is to fix your situation yourself. Congratulations! 

 

Let’s look at how a typical problem starts. Getting into trouble is 

easier than you think. 

EXAMPLE: MRS DONALD 

Mrs Donald decided to go on a once-in-a-lifetime 30-day 

cruise. She chose the best cabin, with an outside balcony. To 

ensure fun, she replaced her wardrobe and bought several evening 

gowns. 

Her holiday was all she hoped for and for a week after it ended 

she dreamt of all the fun times she had. Her suitcase was full of 

perfumes, silk scarves and exotic jewellery.  

At month’s end, she realized her credit card was maxed 

out. She made a minimum payment and asked for a limit 

increase. That should have set off alarm bells already. It 

did not.  

At the end of the second month, she just managed the 

minimum payment as the clothing accounts began to arrive. She 

needed to replace her car tyres as well. Money was tighter than 

ever before. 
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The clothing store telephoned to ask if she had forgotten to 

make her payment. The credit card company blocked her card as 

she could not make another minimum payment.  

The calls became ruder and more frequent. The stores were 

demanding more than she could afford to pay. She began to 

ignore calls from unknown numbers. 

She received a demand on blue paper. It seemed very official 

and demanded more than she could afford. They wanted 

immediate payment. The amount was hopelessly too high, so she 

ignored the paper. 

A registered letter arrived. Nervous about its contents, she 

ignored the letter.  

Two months later when she opened her pay slip she noticed a 

garnishee order (emolument order) had been taken and R500 was 

removed from her salary. (A garnishee order is an instruction 

from a court to your employer to deduct an amount every month 

to settle a debt.) 

A month later a further garnishee order took another R250 per 

month from her salary. 

SOLUTION 

How could Mrs Donald have influenced events by acting 

differently?  

 If you have to make a minimum payment, you have to stop 

using your credit card. If it gets maxed out, cut it up 

immediately to avoid temptation and try to switch to a debit 

card. 

 When the calls started arriving, Mrs Donald could have made 

an offer. Regardless of the telephone operator’s demands, she 

should have made an offer in writing. The store would 

probably have accepted it. 
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 Even if she waited until the registered letter stage, there were 

options. Offer what you can afford.  

 As to the threats made by the telephone operators, I refer to the 

recent SABC license scandal. Attorneys acting for SABC 

threatened clients by saying that their ability to raise credit 

would be blocked for 30 years. Such threats should be recorded 

and presented to the Regulator. You may not harass or threaten 

clients who owe you money. 

Mr Jones learnt the hard way what happens when you ignore 

those phone calls. 

Mr Jones appointed an electrician to fix a switch. He was billed 

R99 for the task. For some reason Mr Jones decided to ignore the bill. 

He received text messages which he ignored. These were followed 

up with faxes – also ignored – a warrant of arrest followed. By the 

time Mr Jones woke up, he was being sued for R11 900 plus the R99 

outstanding debt. The costs were not for interest on late payment, 

they were for the legal work done to secure the R99 owing. 

 

You ignore these letters at your peril! 

 

NOTE: 

For me the issue is simple. I made a mistake, I messed up and 

now I want to move on and fix things. One does not need to carry 

a wheelbarrow full of guilt. 
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2.5 CAN I HAVE A DISCOUNT? 

Now contact your providers and see who will give you a discount 

for early settlement. 

 On one occasion when dealing with SARS, a client owed 

R77,000 in back taxes. Interest on this amount took the total to 

over R100,000. We negotiated a repayment of R70,000 in full 

settlement. 

 With another client a Lewis Stores account of R4,000 was 

settled for R1,500. Most providers will settle so that they can 

recover some of what is outstanding rather than incur endless 

legal fees.  

DISCOUNT ALLOWED 

Provider Original Debt Discounted Debt 

   

   

   

   

   

Now you are ready to face the task at hand, and to fix things.  
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2.6 WHAT ABOUT YOUR LIFE PARTNER? 

If you have a partner, make sure that the DIY route will not 

endanger your relationship. If, as a couple, you fight over issues of 

control and power, the chances are that the debt DIY route will be a 

rough ride.  Many couples only survive because it’s illegal to kill 

each other.  Rather, then, ask a financial planner to sit in on your 

critical meetings. 

EXAMPLE: ANNA and PAUL 

Anna and Paul have been married for six years.  Anna is 

careful with her expenditure. She keeps a budget and spends 

within her salary. Anna feels responsible and whenever she and 

Paul fall behind with an account she sorts it out. 

Paul thinks big. He feels budgets are for sissies. Paul is 

constantly in debt and his credit cards are maxed out. He knows 

he can work harder and increase his commission whenever he gets 

desperate. He uses debt stress as a motivator and refuses to live 

like a pauper. Besides, he is a manager, he has an image to uphold. 

Anna panics long before Paul does and responds by nagging 

him. Paul hates being treated like a little boy. He usually responds 

by running away for a few hours, only to return after having 

bought more items. Every discussion around debt is predictable. It 

took a long time for them to admit they had a problem. By then 

the outstanding debt was serious. 

I asked Anna and Paul each to design a budget and then we 

compared and combined budgets. Paul agreed with me that Anna 

was better at managing budgets. He, therefore, handed over his 

credit cards and replaced them with debit cards. Anna agreed not to 

nag Paul, provided he stuck to his limits. Each of them made 

compromises and gave up some luxuries. 
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We met again after three months. We found that Anna and Paul 

had already been able to make deep cuts into their debt cost. A year 

later they were able to loosen the strings a bit. After another year, all 

their debt was current. During that time both of them stopped 

smoking. Paul gave up his wine club and sold his unused golf clubs. 

Anne had achieved a promotion at work and was making a bigger 

contribution to their expenses. 

NOTE: 

When trying the DIY approach, remember: examine every debt. 

Then tackle one debt at a time. Do not spread yourself too thinly. 

For ease of working we repeat the schedule containing all your 

outstanding debt amounts. 

  

MY EXISTING DEBT 

Provider Total Debt Cost of Debt Monthly Repayment 

    

    

    

    

    

    

    

    

    

Total    
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TWO POSSIBLE ROUTES FOR DIY ENTHUSIASTS 

The DIY enthusiast has two possible approaches: 

• Pay the smallest debt first and experience immediate victory 

OR 

• Pay the most expensive debt first and save money. 

My instinct would be to start with the first approach until I have 

had a victory or two. Then take up the second strategy. Use your 

financial advisor as a sounding board. 

BUDGET 

For any debt management system to work, you need to try 

budgeting. Our workbook called How to Design a Budget that 

Works may be useful. This will help establish how much surplus 

you can find to settle all your debts. 

URGENCY 

How urgent is your problem? Some clients wake up soon after 

they run out of money the first time, others only wake up some 

distance down the road. 

 Are you already behind with some amounts?  

 Have you started getting those annoying telephone calls yet? 

 Are those calls getting more urgent? 

 Have you started getting those phony blue letters yet? 

 Has the sheriff visited you? 

 Have the garnishee orders started yet? 

The longer you wait the fewer options you will have. If you have 

missed one payment on your credit card, and no serious threat 

awaits you, consider your bank. 



 

Page | 28 
 

SECTION 3  
GETTING HELP 

You have gotten this far but now find that you simply cannot deal 

with your debt load. All is not lost! This section gives you two more 

possible solutions. 

By now you should have: 

• A list of creditors 

• The amount you owe each credit provider 

• The cost of your debt. 

 

Two more approaches to Debt Management 

3.1 DEBT COUNSELLING 

EXAMPLE: JOHN 

John is R3 million in debt. His business no longer generates 

enough cash for him to draw a monthly salary. His credit cards 

are maxed out. His three personal loans are with attorneys for 

non-payment. His home loan is more than the value of his house. 

He can’t pay back his debt. All in all, he needs the help of a debt 

counsellor. 

Debt 
Counselling

Debt 
Consolidation
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DEBT COUNSELLORS 

Debt counsellors are registered with The National Credit 

Regulator (NCR) and have completed industry-specific training 

courses. Their brief is to mediate with creditors on behalf of a 

consumer. No one may offer this service if they are not registered 

with NCR. Check that they use the correct logo. Verify with NCR 

that your counsellor is registered.  

There are four ways in which you can start a relationship with a 

debt counsellor: 

1. Approach a counsellor directly. 

2. A credit provider can refer you to a counsellor. 

3. A magistrate’s court can refer you to a counsellor. 

4. A credit regulator can refer you to a counsellor. 

A debt counsellor will take up to 30 days to assess whether you 

are over-indebted or not. If not, you will receive a letter of rejection. 

However, if you are over-indebted, your debt counsellor will design 

a restructuring plan. 

Anyone who is unable to pay all the minimum monthly 

repayments on his debt and still have enough to live on, is over-

indebted. 

Your debt counsellor will contact your creditors and work out a 

reduction in the interest rates and monthly payments. This will be 

done to create an amount that you can afford. This approach 

assumes that you will have worked out a budget.  

Creditors can even give the debtor a reduction in the principal 

amount owing. You and each credit provider will have an 

opportunity to agree to or reject the plan. Usually the interest rate is 

lowered as well. 
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Once all have accepted the plan, you should approach a 

magistrate’s court for a consent order. This order gives the process 

legal protection. 

Your debt review programme helps you by persuading your 

creditors to stop the legal actions they are taking against you. This 

means that they can no longer chew up your income, or take you to 

court, because you are doing something about the problem.  

If you follow the programme, your credit rating will improve. 

This is because your debt is being paid under a new agreement. 

Embarrassing phone calls from creditors will stop. You don’t have to 

interact with the creditors because you pay a single amount to your 

reviews company only. 

You are guaranteed enough money to live on, and you can get on 

with your life. There is, however, a cost for this service. These come 

as ONCE OFF and ONGOING fees. 

 

The ONCE OFF fees are: A debt review costs R50 plus VAT. Should 

your application be rejected, you will be charged another R300. The 

cost of restructure could set you back another R6,000 and possibly 

R750 in legal fees. 

The ONGOING fee is a service fee which is charged monthly and 

is equal to 5% of your monthly repayment per month. It is payable 

for two years. You will pay until you settle all your debt or until you 

withdraw from Debt Counselling. Before you consider withdrawing, 

find out what the impact will be on any agreements which you have 

already signed.  

I know a number of debt counsellors. They aren’t known for 

being the life and soul of the party. However, don’t be intimidated 

by the process. Ask questions and make sure you understand why 

you are signing the documents. 
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Be warned though, against starting this process to stop action 

from creditors and then attempting to string it out indefinitely. This 

is considered an abuse of the system, and the courts will frown on 

your creativity. 

 

Whilst this process may seem expensive, it is cheaper than losing 

everything that you own. 

3.2 DEBT CONSOLIDATION 

You may find that you have too much short-term debt. However, 

the value of your home far exceeds the mortgage debt. If this is the 

situation, you have another option: debt consolidation. 

Debt consolidation uses the cheap spare equity in your home loan 

to repay more expensive short-term debt. Legislation has plugged 

many of the abuses which Debt Consolidators used to fleece clients. 

However, I still get reports of troublesome practices. 

Please note that debt consolidation is not the same as a debt 

counsellor service. Be aware that some mortgage brokers present 

themselves as debt consolidators.  Be aware that if you accept their 

services, their charges will be higher, as they will claim charges for 

arranging another bond. 

This does not always present a real solution and should only be 

considered on very rare occasions. 
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ADVANTAGES OF DEBT RESTRUCTURING: 

1. You only make one payment. Somehow this helps some 

people feel that they have less debt than before. It certainly 

makes debts easier to manage. The actual payment will be 

lower. This helps your cash flow. 

 

2. Most consolidation loans are secured loans. They are also 

called second mortgage bonds. Your home is offered as 

security. Lenders are, therefore, prepared to offer you a 

much lower interest rate than they would on an unsecured 

loan. Debtors always prefer a secured loan for debt 

consolidation because of the lower interest rate. 

 

3. If you add up all the monthly charges you would have 

been paying for on the short-term debts, they will be 

considerably more than a single account. You can make 

substantial savings. 

DISADVANTAGES: 

1. Lower payments could mean the period of repayments is 

increased. This is why it is seldom a good idea to turn a 

20-year home loan into a 30-year home loan. The extra cost 

cannot be justified. 

 

2. One can be tempted to start spending again. 
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3.3 Six Steps to Financial Fitness  

1. Draw up a monthly budget. Our How to Design a Budget 

That Works eBook can help.  

2. Pay off your most expensive debt first. 

3. Find a Financial Planner who specializes in advice rather 

than selling policies and enter into a coaching agreement 

with them. 

4. Set short term, medium term and long term goals. 

5. Review your insurance portfolio. 

6. Get your will up to date. 

SECTION 4  
UNEMPLOYMENT 

What do you do if you become unemployed? How do you cope 

with your debt then?  

If someone is sued and the plaintiff obtains a judgment, they can 

approach the court in terms of section 65 of the Magistrates’ Courts 

Act. The court then conducts a financial enquiry and will order the 

defendant to pay a monthly instalment that he/she can afford. This is 

called an emolument order. 

An emolument order instructs the employer to deduct an amount 

each month to settle the debt. Obviously if the defendant loses their 

job, after the emoluments order is issued, this will cease because the 

defendant is now unemployed. 

The defendant should contact the attorney for the plaintiff and 

advise him/her of his situation and insist that the order is changed to 

reflect his current unemployed situation. Such defendant could also 

approach the court directly and advise that he/she is no longer 
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employed. The court will then stay the order pending the person 

finding gainful employment. 

EXAMPLE: Xoliswa 

Xoliswa took a loan from a bank. The loan had to be repaid over three 

years. After a year, Xoliswa lost his job but his Retrenchment Cover 

insurance kicked in and paid the instalment for one year. However, as he 

was still unemployed, they had to notify the attorneys so the debt could be 

stayed. Meaning it is not cancelled, but will await Xoliswa gainful 

employment before payments will be demanded once more. 

How long is such an order valid? It prescribes after 15 years. 

4.1 How Much Interest?  

How much interest can be added to an outstanding, unpaid loan? 

We asked an attorney how he would answer this question. 

The in duplum rule is a common law rule that provides that arrear 

interest ceases to accrue once the sum of the unpaid interest equals the 

amount of capital outstanding at the time (and not the amount of capital 

originally advanced).  So if you owe R1000, they cannot add more than 

another R1000 to your loan. 

Barry Gregg Michael Matthews & Associates 

 

  

Section 5: WHERE TO FROM HERE?  

 

Supposing you have worked through this handbook, where to 

next? Now you need to learn to budget. And for that, use our eBook 

 

“How to Implement a Budget That Works”. 
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WE HAVE REACHED THE END OF OUR WORKBOOK AND 

TRUST YOU FOUND THE JOURNEY HELPFUL. PLEASE 

COMMUNICATE ANY SUGGESTIONS YOU MAY HAVE SO 

THAT FUTURE EDITIONS ARE MORE HELPFUL. 

But before we go, here are three bits of advice. 

 Learn to work with and stick to your budget. That so happens 

to be the theme of our next workbook. 

 Invest in yourself. Do a course, get better qualifications, 

improve your prospects so that your earnings potential 

improves. 

 Set goals. Throughout this book, we set goals. You have 

achieved because you have applied goals. Keep pursuing these 

techniques. 

 
Other Titles in This Series: 

 
How to Implement a Budget That Works 

 
Coping with Retrenchment 

 
Becoming a Landlord 


