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Income/Expense – Budget vs Actual Tutorial And Templates 
 

Mastering the process of managing income and expenses 
 
You are born wealthy 
 
Your natural gifts and talents are yours, always, to enjoy and share in which ever way you choose. Every single 
one of us is born with not just one, but many natural talents. It is simply up to all of us to allow them to flow 
through us and be expressed.  
 
If you feel yourself drawn to the world of art, heading for the creative section in book stores or peering over the 
shoulder of local street artists in fascination for how they take a blank canvass and fill it with all sorts of glorious 
images, experiment with being an artist yourself. Start with a blank piece of paper and draw some thing with a 
pencil, a crayon or even a piece of charcoal. Try painting. See what flows most naturally for you and find out if 
you have a hidden treasure as a budding artist! It is the same with musical instruments. Go out there and follow 
your urges, your passions, that which you are drawn to and that which inspires you. 
 
If your gift is singing, you can sing in the shower, on your way to work and sing a lullaby at night to help your baby 
fall asleep. You can commercialize your talent and use your gift in exchange for money. You can provide the 
opportunity for hundreds of people to enjoy the sounds produced by your vocal cords, in exchange for money. 
You can write the lyrics and even compose the music for the musicians who accompany you on stage! Many 
have made vast fortunes in this way. But the reality is, the absolute truth is, you have the gift of song no matter 
how much money you do or do not have. This is your real wealth and nobody can take it away from you. 
 

Money as a method of exchange 
 
Money is today’s most commonly used method of exchange for goods and services. The more money you have, 
the greater will be your freedom of choice in selecting the products and services which you need or desire, that 
are exchanged for money. Many who commercialize their natural gifts and talents, do the work they love and get 
paid handsomely for it. Sure, there is a lot of energy and effort that goes into recording an album, but if lots of 
people love your music and you provide a way for them to hear it, they will pay you for the experience. If you are 
choosing that your musical talents pay for your lifestyle of choice, you need to figure out how much money this is 
going to take. You need to manage the money you generate and spend so that you can achieve your goals. 
 

Managing money in the work place starts with mastering cash flow at home 
 
Cash flow simply refers to the flow of money. Money comes in when you do something for someone else and 
they pay you to do it (e.g. salary), as a gift (birthday present, inheritance or if you win the lotto). Money flows out 
when you exchange it for something you want in return. Simple. 
 
If you are not much good at managing the in and out flow of money in your personal capacity, you are going to 
battle handling the larger flows of money involved when you run a business. Many of you are probably finding this 
out so lets go back to the basics, starting from scratch with your most basic needs and build from there. 
 

Maslow’s hierarchy of needs 
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This is a theory in psychology proposed by Abraham Maslow in his paper “A Theory of Human Motivation” in 
Psychological Review (1943). He explained that a person’s basic needs start with having a place to live, food in 
their tummys and clothes on their back. Then people focus on how safe they are, on being loved and having a 
sense of belonging. After these needs are filled they will look to matters involving self-esteem and eventually 
focus on self-actualization. 
 
Your basic needs are simple - shelter, food and clothing. It is your wants and desires which require you to 
accumulate ever growing sums of money. You want a bigger house, a better house, in a better neighborhood; or 
to eat out at expensive restaurants or buy the latest designer clothes. And lets take this even deeper - people not 
only want these things because they make for a more luxurious, comfortable way of living but also because they 
have created status symbols. Some want a fancy house so that when people visit they look up to them and think 
they are successful and doing well (never mind the fact that a person may be crippled by debt to pay the bond 
back and not sleeping at night)! 
 
Managing income and expenses starts with taking care of your basic needs 
 

• How much money do you need each month to pay for where you live? 
• How much do you need in order to be able to feed your family? 
• How much do you need to spend on your clothing? 

 
Once you have calculated how much money it is going to take to get what you need, then you can calculate how 
much it will take for you to have what you want. From here you work out how you are going to get the money. 
You need to take timing into account because if you are wanting to send your child to university, how many 
years will it be before they leave school so how much time have you got in order to save the money to do so? 
How much do you need to add to allow for rising costs? 
 
If you are spending money everyday, then you need to know how much you’ve got and how much will be 
left after the expense, every day 
 
Lack of money and poor money management not only results in sleepless nights and health problems, but they 
also work against you having the lifestyle you dream of. If you do not know how much you are spending and on 
what, how can you know which areas you are over-spending on and can cut back on in order to free money for 
other things? If you don’t know how much it will cost to experience your lifestyle of choice, how will you know how 
much money you need to bring in? The best way to master money is to manage it on a daily basis. Period.  
 

Be creative in finding ways to get what you need, without money changing hands 
 
Remember, money is simply a method of exchange and there will always be people willing to exchange 
something they have, for something you need. For example, you may really dislike keeping your garden clean 
and your neighbor may dislike cooking. You could make an arrangement where your neighbor comes in for a few 
hours and sorts your garden out in exchange for you cooking a few meals from ingredients he could even supply 
you with. There are hundreds of ways to do what you enjoy doing and are good at, and exchange them for what 
others want or need, without money having to change hands! 
 

Hidden expenses 
 
When you eat out at a restaurant instead of at home, unless that restaurant is where you are going anyway (e.g. 
shopping centre) you are spending money to get there and back (petro, wear and tear on your car). So, if you 
budget X amount for this but have only taken travel to and from work into account, you need to include an extra 
amount for any other travel expenses. 
 
For a restaurant to function as a business, the owner needs to pay the rent, pay for the equipment, furnishings, 
utilities and staff, over and above the cost of the ingredients. The price the owner charges, has to factor in a 
portion of these expenses otherwise the business will not make ends meet and will close down. The same thing 
takes place when you buy things from the shops. This is why an owner will usually buy stock for his store at a 
certain price and then add a markup (which can be as much as 100% or higher). This means that straight away, 
you are paying double - twice the actual value of the goods. This alone might make many of you think twice 
before you spend your hard earned money! 
 
The same goes for those who buy a new car. The minute the key passes from the owner to you, it is second hand 
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and if you in turn want to sell it to someone else, the value has gone down! 
 

Break-even point 
 
This is a term used to describe the point at which what you have spent is equal to the amount of money that has 
come in. Let’s say a singer arranges a concert in a venue that seats 600 people and that her expenses are  
R30 000. Let’s say she calculated her expenses in the following way : 
 
Venue and equipment hire : R14 000 
Cost to advertise the event : R5 000 
Cost to print tickets for the event : R1 000 
Staff costs to manage the event : R10 000 
Total : R30 000 
 
This means that the singer will have to sell 300 tickets each for R100 (or 150 tickets each for R200) if she wants 
to break even. 
 
Now, the singer wants to make a profit of a minimum of R10 000 for her performance. This means she needs to 
sell an extra 100 tickets if the price tag is R100 per ticket.  
 
So, she goes out and sells the 400 tickets and has her performance. But, these are not the only expenses which 
this singer has incurred, are they? Even though she calculated a profit of R10000, she runs out of money before 
the end of the month. Now what went wrong? 
 
She neglected to factor in all the hidden costs : 
 

1. The venue was some distance from her home and she went there 8 times but did not factor in the extra 
amount she would need to spend on petrol. 

2. She usually gave private singing lessons at home but had to cancel some of them because she was 
using the time to practice for the concert and in taking care of all the arrangements. She did not deduct 
this from her estimated private lessons income for the month 

3. She had spent R3 000 on a fancy new outfit to wear, which she also forgot to make a note of.  
 
Her lost income and additional expenses had come to R11 000. This meant that after all her hard work, instead of 
having a profit of R10 000, she was short of R1000 to cover her expenses! 
 
This type of thing happens all the time to those of us who do not spend the time required to plan and manage our 
income and expenses in detail. 
 

Money in the bank is not profit. Money needs to be available for unexpected expenses and to keep you 
going should a client be late in paying you or if times become financially challenging. 

 
We have prepared a simple household budget template for you to work with, which covers a year and is broken 
down into 12 months.  
 
As you will see when you start working with it, there are likely to be some big expenses which are paid perhaps 
once a year in a given month. You need to make sure that by the time that payment is due, you have enough 
money to cover it. This means that each month you will need to put some money aside so it is there when you 
need it. Any excess money left in your account at the end of the month, needs to be kept to allow for the payment 
of expenses that are coming up. And, what about an unexpected expense where you might be unable to work for 
a period of time but still have to pay the bills? Retirement - how much money will you need to start saving now in 
order to retire and be able to continue to enjoy the lifestyle you have now? Money needs to be saved and 
invested now, while you have the health and energy to devote to acquire it. 
 
When you have covered all the expenses you are likely to incur, then and only then, should you look at excess 
money as profit which can be spent on “luxuries.”  
 

Personal income tax 
 
If you earn more than a certain amount each year, you will need to pay personal income tax. This includes money 
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coming in from employment (whether you are working for your own company or for a boss), from being the 
beneficiary of a trust, income from royalties, from pension funds and retirements annuities, and on profits you 
make that are classed as “capital gains.” The work you do in managing your income and expenses provides the 
base for the documentation you can easily hand over to a bookkeeper or accountant. 
 
 

Income/expense records 
 
When you create a budget, you are giving yourself a powerful tool to help you to manage your money instead of 
expenses running you over. Just like you keep your house in order, so too do you need to keep your finances in 
order. You will be able to see at a glance, how much money you have, how much money is coming in, where it is 
coming from, how much will go out and what it will be spent on. This will allow you to address shortfalls and 
prioritize your spending. 
 
You will be making a list of all the money you are likely to bring in, and all the expenses you are going to 
encounter.  
 
A simple way to do this at home is to buy a dozen or so large envelopes which you will use for each category of 
spending. Shoe boxes work just as well. If it is food, all the food slips will go into the food envelope. If you don’t 
want to work with a spreadsheet on the computer, you can write one up and paste it on the front. You will make a 
note of each amount spent for the month and when you have captured the information on the slip, simply tick it 
and put it in the envelope. Put your budget amount for the month at the top of the sheet and each time you spend 
anything on food, deduct the amount you spent from the budget, so you know how much money you have left for 
the rest of the month. If you run out of space, you can also staple a sheet for each month to the relevant envelope 
so you can easily track your spending habits and manage the amounts that are going to be coming off your credit 
cards. 
  
You need to complete the exercise for the period of a year and to break each year down into the 12 months of the 
year. 
 

1. Collect all the invoices and receipts you can find, as well as bank statements for the last year. This 
includes bills from the council, telephone department, investment account statements and literally 
everything which provides a financial record of income or expenses.  

2. Make a list of all the ways you currently generate income, and the amounts you make each month. If 
you receive a paycheck, write down the net amount (which is the take-home pay after the company has 
deducted any contributions towards a pension fund, medical aid, tax and such like). If you work for 
yourself, remember to include money set aside towards a pension, medical aid and tax, in your expense 
section. If your income includes a fixed portion as well as a commission, remember to itemize them 
separately as the commission amount is likely to vary.  

3. Also create a space for additional sources and amounts of revenue which you plan on generating for 
the rest of the year. 

4. Savings : make a list of your short-term and long-term savings accounts and the current balance 
available should you wish to draw from them. Include the current value of shares and unit trusts which 
can be redeemed for cash. 

5. Expenses : Make a note of everything you spend money on and any expenses which are likely to crop 
up during the course of a year. 

6. Group the expenses as fixed expenses or variable expenses. Fixed expenses are those which 
usually stay the same each month over a period of time (bond repayments/rent etc.). Variable expenses 
change all the time (the amount of money you spend on food, petrol etc.) 

7. Group the expenses into categories of similar type of expense (i.e. “food” will include everything you 
eat and drink but you may decide to put eating out as part of your “entertainment expense”). If your food 
bill runs high one month, it will be easier for you to see if it is because the cost of food has gone up or 
whether you’ve started including more expensive items or buying more of it. It is also usually easier to cut 
an entertainment allowance than it is to wade through all the food bills so see where you can cut back). 

8. You can list all the critical expenses first or highlight them in bold so that you can see where your 
spending priorities are. 

 

Creating a budget 
 
Lets begin with the Household Income/Expense Blank Master Template. 
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In column A row 1, type in the date of the current year (e.g. 2019). 
 
Where an amount is not a once-off annual amount, add up all the expenses for each category for the year, 
and divide the total by 12 to get an average monthly figure. 
 
Increase the figure by 10% so that you have allowed for inflation and year-on-year price increases. 
 
Look to see in which month your annual payments become due and type the figure in the column of the 
payment month concerned.  
 
Take the annual figure and divide it by 12 and include that amount every month in your savings figure so you can 
make sure you have the money when you need it. 
 
Every time you get money in or spend money, record it in the appropriate place and check your actual income 
and expenses against the figures you budget for as you may need to make adjustments if you are over spending 
in certain categories. 
 
Make sure that you adjust the figures for how much you have in the bank, in petty cash or in savings 
when you do so and remember to add the amounts you have drawn from your credit card or overdraft 
facility. 
 
Look at the totals on the right to see how much you are spending over the period of a year, and your totals at 
the bottom under the column for each month, to see what you are spending on a monthly basis. 
 
If the figure under “Total income less total expenses” has a minus sign before it, this means you are spending 
more than you are bringing in. If there is no minus sign, you are bringing in more than you are spending (See 
“Surplus / shortfall” amount).  
 
We have included a column called “Short-term cash reserves”. This allows you to see at a glance, how much 
money you have available to satisfy needs of an “immediate” nature. Once all the money has come in and all the 
expenses have been paid for the month, you can take what is left over and add it to your savings account so that 
you have quick, easy access to it, should you need to withdraw funds. 
 
Each month when you get your credit card statement, write down what you owe as this figure will reduce your 
short-term cash reserves. We have included the interest charges as a separate item so that you can see just how 
much your credit card is costing you to use! 
 
Once you add the amount you have saved to the cash you have on hand, you can see at a glance how much 
money is available for you to cover any shortfalls.  
 
Your long-term reserves represent the amount of money you have saved on a long-term basis. When you type 
in the figure each month, you can include amounts earned on interest. Alternatively, you can show interest 
earned in a separate field. This will enable you to compare the returns you are getting from your long-term 
investment account with returns offered by other long-term investment options. 
 
When you add your short-term and long-terms reserves together, you can see how much money you have 
overall. 
 
The final entry is for additional items you want to get during the year and you can decide whether or not to draw 
from short or long-term reserves to purchase them. 
 
Our advice is that you do not touch your long-term reserves unless it is absolutely necessary. There are 
usually unexpected or emergency expenses that pop up when you are least prepared for them so these reserves 
will give you a buffer so you don’t have to worry so much about the unforeseen. They are also the reserves you 
can use to build up for long-term needs such as furthering your child’s education or money which will be there for 
you when you retire. 
 
When you purchase items which you consider to be assets which you hold onto, with the expectation that they 
will be worth more than you paid should you sell them at a later stage, these items will be shown in italics (unless 
you change the settings) and repeated automatically for you. This will help you to track additional investments 
which can be converted into cash.   
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It may take a little time to get the hang of it, but once you do, rest assured, you are well on your way to being a 
master of what you bring in and what you spend. If your spending habits are out of line and out of control, they 
can be brought back in line when you pay attention to them and monitor them on a regular basis. By listing all of 
your sources of income and expenditure, you will get a true picture of your personal cash flow. This will allow you 
to make better and more informed financial decisions.  
 
N.B. Up-date your list every single time you bring money in or spend it!!! You owe it to yourself to become so 
familiar with your monetary situation that when you walk into the shops and you or your loved ones see 
something they like, you know whether or not you can afford it and can say yes or no straight away. Now that’s 
money mastery! 
 

What are you wasting money on? 
 
We suggest you spend time going through every single one of your cupboards. The chances are that if you have 
forgotten you even had a certain item or not used it for a year or more, that you may never use it. Quite frankly, 
you have assets that are literally gathering dust and will be thrown out or given away one day. We suggest you 
either start using them, sell them or give them away now, so that you at least can free your living space so that it 
is not full of clutter. 
 
This includes looking at all the sell-by dates on the food in your kitchen! Before shopping, see if there is 
something you already have and use it first. When you pack your kitchen cupboards, put the items with an older 
sell-by date in the front of the shelf, so they can be consumed before they go off. 
 
Bear in mind that you may struggle to get more than 20%-40% of the actual cost of an item back, when you sell it 
again so think twice about whether you really need something and about how often you will use it. If you spent a 
few hundred on a popcorn machine, chocolate fountain or something else for a once-off occasion, consider hiring 
it out to others so that at least they also don’t have to also end up with something they may not ever use again 
and the rental income will help pay towards the recovery of you own costs. 
 
If you can afford to wait for something you would like to have, ask the seller when next they are going to have a 
sale and plan to make your purchase then. If something is still in a decent working condition, consider buying 
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second hand. But, it if is a vehicle, make sure the seller takes it through a road worthy test first so you don’t end 
up with nasty surprises! 
 

Working with the templates 
 
Everyone’s financial circumstances are different but we have created a template which you can modify to meet 
your needs. 
 
We suggest you make copies of the template and not work with the master itself while you are becoming familiar 
with working with it, just in case you knock out some of the formulas and do not know how to put them back. 
 
You can change the descriptions and add or delete items. 
 
You 
 can take a template and create an income/expenses list for any project or event (even if you are renting a room 
out to bring in some extra money). You can also use it to find out how much money each adult in a family is 
spending and contributing towards communal expenses! 
 
There are many tools available which will help you to do this for your business and because the lists are so 
different for each company, we suggest you work with the programmes available to you. But, you can still use the 
template in creative ways, such as to work out how much each sales person is bring in, in relation to what the 
cost is to have that person. 
 
We suggest you take what you spent last year (or an estimate if you cannot remember) as a guideline to work out 
how much you will be spending during the current year, and that you do this for each consecutive year. 
 
Accuracy : you are not going to kid anyone if you put in bogus figures. The whole objective of learning to master 
cash flow, is to work with accurate figures and realistic estimates.  
 
Inflation : we suggest that you allow 10% for inflation. Some things will go up more than others but at least you 
will be able to buffer this if you have allowed for price increases. 
 
Flexibility : Once you have worked out your monthly income and expenses for the year, if you estimated that you 
would spend X amount on something in a given month, and you decide that you really don’t need it, you can take 
that estimated amount and add it to another category or add it to the amount going into your savings account. 
 
Shortfalls : If what you estimated you would spend turned out not to be enough, you will have to take make up 
the shortfall by reducing the money available to be spent on something else or make a plan to bring in more 
money. 
 
Shop around : compare prices on everything. If you can get the same goods for less and you’re happy that the 
after-sales support will be acceptable, opt for the cheaper option. Do be careful about compromising on quality 
because in the long run, you may end up paying more. 
 
It is a good idea for you to become familiar with working with excel spreadsheets. One of the websites we found 
that offers this training is www.excelexposure.com  
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In this template we have prepared our budget for the year 2019. When you begin, type in the date for the year 
you are working on (Column A2). 
 
We have listed all the amounts of income we expect to generate each month and all you need to do is replace 
“Other income” with details of any other income you are expecting. 
 
We have listed fixed annual and monthly expenses (these are the ones which are usually the same amount each 
month). 
 
 

 
 
 
You can see that for draft purposes quite a few annual fees become payable in January (TV license, golf club 
membership and newspaper subscription). The vehicle license is payable in March. 
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You can change the descriptions in Column A and even delete the row. You need to make sure that you delete 
the entire row because if you do not, you will mess up all the calculation formulas and get yourself in a pickle! If 
you delete the wrong thing, go to your main menu and “undo delete.” 
 

 
 
Vertical totals - here you can see we have put in the calculation for adding up all the figures for the January 
budget. We do this by specifying which rows must be added and we’ve started at row 5 which is blank here, just 
in case you use it for a description and the same applies to the last row which is 17. So, the formula is 
=sum(c5:c17) 
 

 
 
Horizontal totals - here we have created a formula to add all the figures for the year, and the formula is the sum of 
the figures in the cells you wish to include together e.g. =sum(d6+f6+h6+j6+l6+n6+p6+r6+t6+v6+x6+z6). This will 
give us the amount we expect to bring in from a monthly salary (row 6) for the year. 
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Remember to up-date the amount you have in your savings account (short and long term) as well as petty cash, 
as you deposit and withdraw amounts.  
 
Congratulations, you've created a budget but how does your financial allocation compare to the amount you 
ideally should spend and save? 
 
The 50/30/20 Rule of Thumb : Harvard bankruptcy expert Elizabeth Warren (named by TIME Magazine as one of 
the 100 Most Influential People in the World) and her daughter, Amelia Warren Tyagi, co-authored the book titled 
"All Your Worth: The Ultimate Lifetime Money Plan." Below are a few key notes from the book: 

Limit Your Needs to 50 Percent 
 
First of all you have to establish the difference between a “need” and a want.” A need in terms of what you need 
to spend money on, is something like the roof over your head, food, clothing, electricity and water. You also need 
to spend money on getting to work, unless you can walk there. Any payment that you can forgo with only minor 
inconvenience, like TV, is a want. Any payment that would severely impact your quality of life, such as electricity 
and prescription medicines, is a need. If you can't forgo a payment, such as a minimum repayment on a credit 
card (without risking a downgrade in your credit worthiness score), this would be considered a "need,"  
 
The amount that you spend on these "needs" should be no more than 50 percent of your total after-tax pay, 
according to the 50/30/20 rule of thumb. 

Limit Your Wants to 30 Percent 
 
If you consider having your hair done once a month, although you may describe it as a “need”, it is actually a 
“want.” If you buy designer clothes instead of regular ones which are relatively inexpensive, if you buy treats and 
specialized items that aren’t essential to your getting by, all the extras are considered “wants.” 

Spend at Least 20 Percent on Savings, repay your debts and prepare for your retirement 
 
Pay off more than the minimum amounts required, pay off your bond earlier than the allotted time period and 
where you can, pay cash so that you do not waste money on interest charges. 
 

Good luck and have fun gaining mastery over your income and expenses. Keep money in its rightful 
place. Remember, money is simply a means of exchange and how much you do or do not have, is not the 

measure of your self worth. All the money in the world could not buy who you are and the fact that you 
are alive.  

 
 


