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About the book

Shape Up Your Finances: The Personal Finances Handbook is for Australian individuals 
of any age. It is a handy short general guide to help you get your personal finances into 
shape.

The book offers insights into managing your personal finances, outlining what you 
need to consider through three life stages: early on, working life and retirement. It 
describes financial processes in a clear and concise way without the jargon, and it 
includes plenty of practical tips and suggestions.

It includes simple overviews of earning income, controlling spending, building assets, 
taxes, entitlements, and superannuation. The tax savings tips alone are worth the price 
of this book! Also included is an outline of financial matters in retirement, including 
organising retirement income, making wills – and even funeral arrangements.

It is important to learn how to invest in yourself to create and maintain your income-
earning ability. Whatever your goals, Shape Up Your Finances will help you gain the 
confidence and knowhow to put your own personal finances into better order so that 
you can live the lifestyle of your choice.
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About the author

Ian Birt is an accountant and registered tax agent, with degrees in accounting and 
law. He has worked extensively in small business, at every level, and for an accounting 
firm specialising in small business clients – giving him extensive experience and broad 
background knowledge. He has been self-employed for many years, advising a wide 
range of small businesses. 

This practical handbook is based on his many years experience as a business consultant, 
accountant, tax agent, trainer and author of business textbooks. Over this period, Ian 
has also advised many people starting out on their own, or already in self-employment, 
providing various kinds of services.

Ian has written several successful books covering all aspects of small business 
management. 

Ian started out in his own small business over 35 years ago. He still operates it: doing 
it the right way, getting expert help when needed, and keeping it simple. He has also 
helped launch many successful micro-businesses.
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The above list covers possible outgoings for a single adult individual. It excludes the 
costs of any dependants, like schooling and childcare. Also recognise that the timing 
of spending can vary. Some items may be paid daily, weekly, monthly or less frequently. 

Personal budgeting

the personal budget

When you know your outgoings, you can prepare a personal budget. A personal budget 
is a plan that contains estimates of your receipts and expenditure in the future. Choose 
a budget period that suits your lifestyle. Many people do a weekly or monthly budget. 
Some people also prefer an annual budget.

Past year records and current knowledge are used to determine estimates. After you work 
out expected expenditure, add in anticipated receipts (see Chapter 3) over the same period 
to complete the budget. Expenditure must always be less than receipts, to ensure a surplus.

The format of a monthly or annual personal budget is as follows.

Personal budget

Period (month/year):

Receipts Take-home pay $

Earnings from self-employment $
Other support payments $
Income from investments $
total receipts $

less expenditure Food and groceries $
Home and utilities $
Insurance and financials $
Car and travel $
Personal and medical $
Entertainment and eating out $
total expenditure $

Surplus/(deficit) $
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example

Using your records for the past year and current knowledge, you do an annual 
personal budget.

Period (month/year):

Receipts Take-home pay (part-time job) $17,800

Income from investments (dividends and 
interest)

$19,200

total receipts $37,000

less expenditure Food and groceries $5,200

Home and utilities $17,500

Insurance and financials $2,400

Car and travel $2,800

Personal and medical $2,600

Entertainment and eating out $3,600

total expenditure $34,100

Surplus/(deficit) $2,900

There is an excellent budget planner tool available at the website, www.moneysmart.
gov.au. Put in your own figures for a preferred period (weekly, monthly, annually etc.), 
and it does the calculations for you. 

You can adjust estimates anytime and even add your own items. The budget can be 
saved to your own computer (information is completely private and confidential).

Weekly shopping list

You might prepare an itemised weekly shopping list to help you keep on track with your 
budget.
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5. Avoid investing only for tax benefits.

6. Avoid short-term speculating for quick profits.

7. Do not overpay (or over borrow) to buy any assets.

8. Consider interest rate cycles when making investment decisions.

Real estate

own home 

Purchasing your own place to live should be a priority established early in your work 
life. Choose a practical accommodation form (e.g. house, apartment,etc.) that suits your 
circumstances and lifestyle – currently and for the likely future. 

For many people, their place of residence is the largest asset they own. In Australia, 
home ownership is very popular (65% of households are owner occupiers: 2016 ABS 
Census). Your own home is an investment asset whose value normally rises over time. 
This is the general long-term trend of real estate prices, especially in built-up urban 
areas.

Due to high real estate prices, many people borrow to buy their own home (about 34% 
of households have mortgages: 2016 ABS Census). Aim to pay off any home mortgage 
as soon as possible. Some states and territories also offer lump sum grants and/or stamp 
duty concessions to eligible first home buyers. Check with your local state government 
revenue office to determine eligibility.

An investment in home ownership is generally advantageous for owner/occupiers. This 
is provided you do not overpay originally what it is worth or overburden yourself with 
unaffordable mortgage repayments. Advantages of home ownership include:

	 your own home is an investment asset that generally rises in value through 
time,

	 repaying a home loan mortgage is an effective way of forcing you to save,

	 home ownership gives you greater borrowing capacity to buy more assets 
later (it is the preferred loan security accepted by most lenders),
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	 any profit (capital gain) made when you resell your own home later is tax-free 
for income tax purposes,

	 first-time buyers of owner-occupied housing may be eligible for a government 
(state or national) lump sum grant or state government stamp duty concession,

	 owner-occupied housing is generally not subject to state government land 
tax,

	 owner-occupied housing does not count as an asset for determining eligibility 
for receiving Centrelink benefits, like the age pension (although lower asset 
test limits apply for homeowners),

	 you feel more secure living in your own home knowing you cannot be ejected 
at anytime, and

	 outright home ownership contributes to your emotional and financial 
security in later life.

But there are large costs associated with buying, owning and selling any real estate. 
Transaction costs (when buying and selling), in particular, can be significant. State 
government stamp duty (buying) and agent’s commission (selling) can run into tens of 
thousands of dollars.

Any gains on selling your own home are tax free.

Rental properties

Some people prefer to invest in additional real estate, particularly rental properties. 
Rental properties are often purchased using borrowings. 

For any real estate, location is usually the key to price growth. Investment properties 
should be in growth areas with rising populations and increasing infrastructure 
development to maximise rental returns. Properties nearby railway stations (not on 
rail lines or main roads) and convenient to facilities and employment opportunities 
normally have better prospects for gains. Before buying, always do grassroots research 
in targeted areas. Check ABS population statistics and projections. Try visiting 
www.rpdata.com.au, 
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key Points Summary

	9 Recognise your own home is your largest investment (outside yourself).

	9 Apart from your home, invest in income-producing assets long term.

	9 Avoid speculating, hoping to make quick gains.

	9 Diversify your asset investments to spread the risks.

	9 Choose investments you understand and feel comfortable about.

	9 Do not invest only for tax benefits.

	9 Limit any borrowing.

	9 Review your financial position (assets and debts) periodically.
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Your Retirement

organising Finances

There is no compulsory retirement age in Australia. You can retire at whatever age 
you want. When you permanently stop full-time work, there are various financial 
matters to decide.

how much income is enough?

Firstly, you must work out how much income you need to receive each year to live. 
This depends on your standard of living required in retirement. Generally, the higher 
your income, the more lifestyle choices you have.

The Association of Superannuation Funds of Australia (ASFA) gives some guidance. 
In 2017 it estimates that single, relatively healthy home-owning retirees aged about 65 
years, living a modest lifestyle require $24,270 per year ($467 per week), or $43,695 
per year ($840 per week) to live comfortably. These estimates are updated quarterly, 
to account for rises in living costs (visit www.superannuation.asn.au for the latest 
ones). Costs of living may vary slightly, though, depending on where you live.

Always do an annual budget of current and future spending to determine what 
amount of income you require (see Chapter 4). 

CHAPTER 8
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so in the future. These will depend on your own situation and preferences. They can be 
prepared at any time, provided you are aged 18 years or more.

An enduring power of guardianship is a legal document you make authorising a 
nominated person (as guardian) to make decisions about where you live, your medical 
care and other lifestyle choices if you lose the capacity to make your own decisions. The 
requirements for an enduring power of guardianship vary between states and territories.

An advanced healthcare directive is a written statement you make about your wishes 
for your future health (including medical treatment) and personal care and who can 
make these decisions, if you are unable to do so later (because of serious illness or 
injury). Advance care directives can be very helpful in making decisions for seriously 
ill people. There are no set forms. However, a useful guide can be found at www.
advancecareplanning.org.au.

As for powers of attorney, these documents only apply while you are alive.

Keep a copy of both documents safely stored with your personal papers at home, and 
give another copy of both to your GP to put in your medical file. Also give copies to any 
enduring guardian you may appoint. You could also keep a card in your wallet or purse, 
stating you have completed these statements and who has a copy. 

Making A Will

Will preparation

Anyone (18 years and over) who has any income or assets should have a current written 
will. You must be of sound mind to make a valid will. A will is a legal document you 
prepare that states your instructions for distributing your assets to nominated people 
(beneficiaries) when you die. It also names and appoints an executor to carry out 
your instructions and administer your estate. Many wills also include instructions on 
other matters, like making funeral arrangements or setting up a charitable trust. It is 
important to realise that a will only takes effect when you die. 
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It is estimated that almost half of all Australians die without a will. If you die without a 
will, your assets could be distributed according to a predetermined legal formula, which 
might not reflect your wishes. This means your assets could end up going to people 
other than those who you want, or even to the government. If you die without a will, 
and no relatives can be traced, your assets will go to the state government.

example

Some people avoid or put off doing their will, somehow believing that making a will is 
linked to, or will hasten, their end. This is unrealistic thinking. Making a will shows good 
long-term planning sense. It is a plan for managing your affairs after an inevitable event – 
death. Having a will does not mean death comes any sooner.

You should get your will done professionally to ensure you have a valid will. Your will 
can be written and updated by private trustee companies or solicitors, who usually 
charge a fee. Alternatively, Public Trustees will  prepare, update  and store your will.  
Check with the Public Trustee in your state or territory (see list earlier in chapter), to 
find out whether fees apply.

When preparing your will, you should give the person preparing your will a list of all 
your current assets and liabilities, as well as any required personal details. For financial 
assets, specific account numbers are normally unnecessary – just account providers 
names. Categories of personal assets and liabilities might include the following:

List of assets (at current date):

	 real estate,
	 savings accounts,
	 shares,
	 managed funds,
	 superannuation,
	 collectables,
	 other investments,
	 motor vehicle(s),
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	 household furniture and contents,
	 other household goods,
	 personal belongings and effects, and
	 personal records.

List of liabilities (at current date):

	 home loan (mortgage),
	 personal loans,
	 credit cards, and
	 other debts.

You should update your will whenever your personal circumstances significantly change 
– for example, you get married, you have children or grandchildren, a beneficiary dies, 
or you acquire or dispose of property. A valid new will cancels any previous ones made.

Store your current will (and any copies) in a safe place and let someone close know 
where it is.

Appointing an executor

The executor of your will can be a person, a trustee company or the Public Trustee. 
Many people choose the Public Trustee to be the executor of their estate.

The executor you appoint in your will is responsible for carrying out your instructions 
in your will after you die and for administering your estate. Your executor’s job will 
include:

	 arranging your funeral,

	 paying the debts of the estate,

	 collecting all the estate’s assets,

	 cancelling your driver’s licence, credit cards and memberships,

	 notifying your financial institution and government departments like 
Medicare and the ATO,

	 making a report listing all the estate’s assets and liabilities,
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	 applying for probate (court recognition) of the will,

	 identifying, locating and communicating with the beneficiaries,

	 lodging all tax returns,

	 setting up any trusts required under the will,

	 defending any challenges against the will,

	 distributing the estate as directed by the will, and

	 preparing detailed statements of account on distribution to beneficiaries.

Always appoint someone you trust to be the executor of your will. Your executor 
should have the necessary legal, financial and taxation knowledge, the experience and 
the expertise, as well as time to do the job properly. They also need to be permanent, 
meaning you have to be sure they will outlive you. They should also be independent and 
impartial in distributing your assets to beneficiaries.

example

It may not be advisable to appoint a relative or close friend as executor of your will, 
especially if your estate will be complex or substantial. For an untrained person, the 
responsibilities and administrative tasks involved can be too time-consuming and 
overburdening. If your executor is also a relative (who is also a beneficiary), this can also 
trigger tensions and rivalries between family members. Disputes over relative-controlled 
estates have sometimes led to costly and permanent rifts within families. 

Naming beneficiaries

Leave clear instructions in your will about who gets what. The people that get your 
property are the beneficiaries of your will. You can generally decide who will inherit 
your assets. It might be family, friends or a favourite charity. However, some types of 
dependants (generally a spouse, defacto or children) may be able to make a claim on 
your estate (assets) under law, even if you did not specifically provide for them. Always 
get legal advice about what to do if you want to specifically exclude any dependants 
(or close family). You might also decide to give specific items with sentimental value to 
particular individuals. 
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