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This guide has been divided into two sections: The first is a guide to managing your money well: the

second is a self help guide for anyone who is having difficulty with debt. The majority of people in this
country are in debt to some extent. If you have a mortgage, a car loan, a credit card, an overdraf or 2

hire purchase contract, or if you owe money to anyone, then you are in debt.

Whilst the majority of people can manage to maintain their payments, it is very easy for something
unexpected to occur that can make it difficult to keep up. Today’s society encourages us to want
more, to attain the latest big thing and as a result it is very easy never to be satisfied. Often vou
will hear people say “I don’t have enough money — if only I could win the lottery™. Realisuically
that’s probably never going to happen! Thankfully, there is another way. This booklet will show
you how to achieve this by helping you to learn how to live within your means, make good
decisions and most importantly, take contol of your finances and stop them controlling vou.

Whatever your financial situation, however large or

small your income, the aim of this booklet is to help

you learn to be able to manage whatever you have in
the best way possible.




The first step to being in control is to take time to see exactly what you spend your money on. Very
often we have no real idea of where it goes. Do you spend your leisure time shopping or are you a
compulsive bargain hunter? Do you buy on impulse to make you feel better? Do you have to have
the latest gadget or gizmo? Are you so busy that you rely on convenience food or take-aways? So
how do you work out where your money goes? You need to be honest with yourself so that any

budget you draw up is realistic and will work moving forward.

Failing to plan is planning to fail

Taking the time to do some planning and organising at the outset will really pay dividends in the
long run. You will need to do some investigating to find out where all your money goes. Writing it
down, either on paper or via some electronic tool will enable you to begin to understand what you
are actually spending your money on. This will be a time consuming process, however there are now
some very useful online tools and apps which can make the process easier for you. Don’t feel you
have to do it all at once and do ask for help if you are stressed, worried or get stuck.

You’ll often hear people making the excuse ‘figures are not my thlngJ but if anyone really wants to
take control of their finances, then they need to know = ney tl he and wh hes
. in order to stop debt from becoming a problem and escalating out of control.

Learning to be responsible with your money is a skill, which with practice anyone can acquire, and
whilst handling money doesn’t come naturally to everyone, with a little determination and self-
discipline most people can improve in this area. Most importantly, you must not give up if things
go a bit ‘pear-shaped’, and try not to worry or feel stressed as there is a lot of help available to you.

You could use a budgeting app, or your bank account may have a facility to see what you are
spending your money on. These can be very helpful to highlight areas of significant expenditure
which you can look to see if you can reduce. If you don’t have access to the internet or these sorts
of Apps, you can use the sheet at the back and write down everything you spend (even down to the
last Mars Bar!) over a period of 2 — 4 weeks (see record sheet on page 18). Whilst you may feel it is
very time-consuming, this is the key to helping you understand your finances and it may also

throw up some lifestyle issues that you need to address!




If you have a partner, then both of you will need to keep a record of your spending. Talk things
through together, be honest and don’t judge one another. You are jointly responsible for this and
it is really important that you are both happy about the financial decisions that you make. If vou
can’t agree on a budget or financial statement (see p19) then it will never work. Financial
problems are often the cause of conflict, so if you are having difficulty agreeing, then talk it
through together with someone you can trust to help you find a way forward you can agree on.

Once you have obtained your financial information or completed the record sheet, the next step is to
draw up a Financial Stat ent. This is a monthly account of the income and expenditure of your
household. Whatever the nature of your income, whether it’s small or big, erratic or regular, it is vital
to be able to keep track of the amounts coming in and what it is being spent on. Always start by
calculating the amount you have coming into your household. Don’t forget to include all income,
such as child benefit (if you are entitled to it) or a pension. Be wary of including overtime or
bonuses as they are not part of your guaranteed income. A good principle is to learn to live on your
basic salary, then you have the option of saving any extra, or perhaps giving it away to help others!

You can find out if you are entitled to claim any benefits by using an online benefits calculator such
as ‘ or . Many people who are entitled to help from
the benefits system are not currently claiming as they don’t realise they are able to. If you are self-
employed or have an erratic income then you could work out an average monthly figure based on
your last 3 — 6 months. It is important to work out everything on a monthly basis, so to calculate
any weekly payments into monthly amounts you will need to multiply by 52 and divide by 12.

A Financial Stater is useful even if you are not in debt. Take time to go through all the
categories of expenditure using the record sheet to help you work out exactly where your money
goes. Don’t forget to include any regular areas of ‘other’ expenditure that aren’t on the blank
Financial Statement. If you are uncertain what you should include in your expenditure, then read
in the self help section of this guide. Include amounts for socialising, present buying.
hair-cuts, repairs etc within your housekeeping allowance. Often people wildly underestumare the
amount they spend on general living. Once again use your chosen App, bank account datz or

record sheet to guide you.
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When you have added everything up, you may be surprised or even horrified by the final figures. I

you find your income is less than your expenditure, there are a number of things vou mav be 2bls




Check and see if you may be entitled to benefits.

If you have a spare room, consider taking in a lodger — under the Government’s ‘rent-a-room’
scheme the first £7,500 of rent you receive is tax free, although it may affect certain
beneflts if you are currently receiving them. (Do check online). ' '

If you area smg!e parent, ‘make sure you have done everythmg you can to receive maintenance.
Often people are reluctant to involve the CMS (Child Maintenance Service) but you should use
~ them if your former partner is not contributing fairly.

‘  Consider getting your gas and elecmc;ty from one suppher — often you can make conssderab!e
savmgs by shopping around. ‘ '

 You may be able to reduce your home and contents insurance by shopping around or fookmg on the »
Internet. You could try playing one  provider off against another '

~ Ifyou or a member of your household use the Internet a lot, consider an ali mcluswe monthiy package
to avoid the risk of a iarge unexpected telephone btﬂ . .

Whenever possible pay regu ar bills by dsrect debit — sometimes there is a discount offered to peopfe ,
paymg this way. '

If you have a mortgage, talk to an independent fmanaai adviser (often advisers are tied to a company) to
see if you have the best deal. Lenders rely on people’s apathy so that the best rates available are rarely
passed on to existing customers. ,

A note of caution — never borrow to get out of debt. Consohdauon loans, secured loans and top up
mortgages to pay off credit debs can have severe consequences if payments aren't mamtamed —and
they do not address the underlying problem. '

In addition to the above, you may have other ideas which you could talk through with someone you
trust. If you have non-priority debts then carefully work through part two of this guide — self help.

Financial Statement

When you complete your Financial Statement, don’t expect to get it right first time. You may
discover areas of expenditure that you underestimated or omitted altogether. Don’t give up.
Draw up another Financial Statement, and try again and keep going. This is good practice and
introduces a level of discipline which is key to being in control of your finances rather than letting
them be in control of you.

When you are satisfied you have the correct amounts in your financial statement, the next step is
to see if you can live within the allowances you have given yourself. It may take some practice to
get it right. '




Gaining an understanding about your fixed costs e.g. rent/mortgage, utilities, Council Tax against
those which can vary e.g. leisure, food and clothes etc. will help you focus on the areas in which
you can limit spending. As an example; a Saturday night takeaway for the family may cost £30,
and whilst this may not seem a huge amount of money, it adds up to a staggering £1560 per year,
which is more than enough to cover most people’s annual combined gas and electricity bills!

Get into the habit of producing a fresh financial statement every time your circumstances change.

Occasionally you may feel that you have blown it.

Don’t despair; go back to your financial statement and see if you can re-evaluate. If you know you
are vulnerable in certain areas, don’t be frightened to

ask someone you trust if you can talk it through with

them to make you accountable. Perhaps you could try

saving your 50p’s or £2 coins so that when you have

to get something, you have the money saved rather

than having to borrow from somewhere else.

As suggested earlier, the very act of sitting down and
finding out what you spend your money on may well
have highlighted areas that need addressing.

In today’s society, there is an enormous temptation to spend more than we have: Buy now, pay

later... 0% finance available... Don’t worry if you cannot afford it now, put it on a storecard and
pay off in small instalments... Seen your dream car — why wait? The message is constant —
dropping through our letterboxes daily or on the television and all over the internet and social

media — how can we resist?

We need to have a right perspective and be able to take a long hard look at the distinction between
needs and wants and make some positive choices about how we want to use our money. In the UK
alone £1.7billion a year is spent on impulse buys. If you find bargains irresistible or you have to
have the latest gadget or fashion, it can be a useful practice to wait a couple of weeks before
making a purchase, to check that you can afford it and make sure you still really want it.

Try and get into the habit of paying for things out of the money you already have rather than
buying first and paying later. Do you have long term savings plans so that you can afford that
holiday, washing machine or day trip with the children, rather than putting them on credit? If it
helps, create a short and long term ‘wish list’ for various items that you may need. Sometimes,
people who have debt problems also have savings but are reluctant to use them, commonly
quoting “I may need them for a rainy day”. They don’t realise it’s pouring already!
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year’s gifts with next year's money

This deserves a special mention as it is often a very expensive time and rarely planned for. Very
few families actually know how much they spend over the Christmas period, never mind think
about budgeting for it. As with all annual items of expenditure (Christmas, birthdays, road tax,
etc) a regular amount needs to be put aside each week/month. This will ensure there is money to
pay for it when the time comes. Consider setting up a savings or Credit Union account
specifically to save for those ‘one off” costs.

Pebts

If you have debts, a proportion of any savings you have really should go to your creditors. Many

people talk about ‘my money’ and “my rights’ but we need to understand that when we borrow we

are spending someone else’s money, so it is right to make every effort to repay our debts.

In some cases, where circumstances have changed or are so difficult, it may not be possible to
repay what you owe. If this is the case don’t panic, and definitely don’t bury your head in the

sand hoping it’ll all go away because it won’t; do seek free, professional debt advice from a
provider authorised by the Financial Conduct Authority. This advice can be obtained through
telephone, internet or face to face appointments. Your provider will let you know the different
options that are available for you to deal with your debts, and help you to choose the right one for

your situation.

Giving whilst in debt can be a contentious issue. Creditors, quite understandably, feel all
available income should be used to repay them. If you are wanting to continue giving regularly to
charity or to family members, then you could look to give a percentage out of the amount you

have allocated to your housekeeping budget.

If you have a current debt problem Fart Two of this guide will take you through a series of steps
that will help deal with your financial difficulties. Again, it is advisable to work through these

steps with someone to achieve a level of balance, encouragement and support.




Once debts start to mount there is a process that you will need to go through in order for you to
regain control of your financial situation. The fact that you have acknowledged there is a problem
is a good starting point but there are three important things of which you need to be aware: |

! Always keep your creditors informed of what is happening.

3 You must make the payments regularly, not every now and again.

2 Any offer of payments you make must be realistically what you can afford.

Work out what money you have coming in and how much you need to live on.

Make a list of all the people you owe money to and how much.

Sort out which debts need to be given priority and how much you can afford to give

those creditors.

Offer your other creditors a percentage of any further available income i.e. the biggest

sum to those you owe most to.

Income and e

You should work out your income and expenditure on a monthly basis. A month means a
calendar month, not 4 weeks. To convert a weekly figure into a monthly figure, multiply
it by 52 then divide by 12. Use the Financial Statement on page 19 to work out what
you spend on various items. Take your time over it and be as realistic as possible.

Income

been taken off.
»  Remember to include all benefits, including child benefit and any other money regularly
coming into the household e.g. maintenance.

Expenditure

|

|

|
= ¢ All income shown should be the actual money you receive after tax and National Insurance has |
»  When you are working out your expenditure remember to include your occasional purchases,

e.g. vet fees if you have a pet, dental costs, hairdressers. Try and work these out as a monthly
average figure, for example; if you spend about £40 every 6 weeks on hairdressing, this equates

to just under £29 per month on average.




. When filling in motor expenses, allow money for routine maintenance as well as road tax,
insurance, MOT and fuel costs.

. Do not base housekeeping on the lowest amount you have paid recently, as this may not be a
realistic figure.

. The form might not include spaces for all your expenditure, so give thought to any additional
costs and include them too.

« Do include your usual rent or mortgage payments, any secured loan payment, water, gas,
electricity and council tax (separately noting down any arrears).

»  Also, if applicable, put down magistrates’ court fines, maintenance or CSA payments and
essential hire purchase costs (e.g. car needed for work but not electonics, furniture etc.).

- Do not put down your payments for unsecured loans, credit cards, overdrafts, store cards or

catalogue accounts; these will get a share of what is left once you have sorted out your priority debts.

Now, add up your income and expenditure — then subtract your total expenditure from your total
income. This amount is called your disposable income and this 18 what you have available to pay
your creditors. You may find you don’t have any disposable income. If this is so, re-check through
your outgoings and see if there are any areas that you can cut down. If there isn’t any disposable

income you will need to write to your creditors and tell them why using Draft Letter 2.

List of creditors

. Sort any paperwork you have for each creditor into individual piles and keep them separate
from now on. Arrange them into folders (real or virtual), for hard copies envelopes are ideal.

. Look out for any default notices or Court Summons — they may need to be dealt with quickly
as any delay may mean increased costs and/or enforcement action, €.g. bailiffs.

. Make a list of all your debts (using the sheet at the back of this booklet) with the address,
reference no. and the amount you owe. If you are in doubt as to the exact amount you owe to
any creditor, send Draft Letter 1.

. Now add together the total amount owed — don’t panic! This might be more than you expect.

- Once you have made your list of creditors you need to sort them into categories. Some may be

\~bts which will need dealing with sooner than others because of the possible consequences.

See Appendices on page 13

« Priority debts are not necessarily the biggest debts but they are the ones that have the most serious
consequences if they are ignored e.g. house repossession, eviction, gas/electricity being disconnected,

or potential imprisonment for non-payment of fines, Council Tax or Maintenance Orders.
. Speak to these creditors first, using your disposable income to negotiate reduced monthly
repayments. If you have a mortgage, talk to your lender or an independent financial adviser to

see if you can restructure your repayments.




+  You may be able to have gas and electricity meters installed which will take any arrears into account

and help you spread the cost over a longer time-period.

»  You might like to change your telephone to incoming calls only, thus reducing rental charges as
well as call charges. Look at reducing your mobile package if you can.

« Try to keep some of your disposable income available to put towards your non-priority debts.

«  Once you have sorted out your priority creditors you will need to distribute the rest of your
disposable income in proportion to the amount you owe each non-priority creditor.

Step 4 Non-prioxrity delbts

» Cut up any credit cards, store cards or charge cards you have.

« Refer to the Financial Statement and follow these steps using a calculator in order to work out

what you should offer each of your non-priority creditors.

Take your disposable income figure £ (A)

Add up the total of the amounts you owe all your non-priority creditors £ (B)

Take the amount you owe one of your non-priority creditors £ (C)

Divide (C) by (B) then mtﬂtiply by (A) This gives the amount to offer this creditor

Remember to work in monthly amounts. Follow the above steps for each non-priority creditor.
Next add up the amounts offered. The total should match your disposable income within a few
pence. (If not, you have gone wrong! Go back and try again). See the example below to help you
go through the steps or use the Excel calculator available at
www.communitymoneyadvice.com/freedom-from-debt/useful-guides

I Disposable income prior to
paying any creditors
per month = £

2 Amount allocated to
priority creditor
sper month = £

3 Amount of disposable income
left for distribution between
non-priority creditors per
month = £
(money left after paying
priority debts)
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Using Draft Letter 3 send a copy of your Financial Statement to all your non-priority creditors
stating clearly the amount you are offering them. It may take time to hear back but do begin
regular payments as soon as you have worked out the repayments. Ask your creditors for enough
payment slips if appropriate. Start paying these amounts even before you have heard back from
them as this shows that you are serious about paying off your debts. It is essential to keep paying

them however little you are offering.

If your Financial Statement is accurate and realistic, then your non-priority creditors should agree to
your proposals. If they don’t, do not offer them any more money, but send them another copy of
your Financial Statement stressing that you cannot afford any more and that you have dealt with
each creditor on a fair proportional basis which any court would almost certainly uphold.

If you are unable to make ‘“full’ repayments to your creditors, they will usually accept reduced
payments for a limited time e.g. 3 or 6 months, after which you will need to re-contact them. We
would suggest that when you do contact them again, provided you have made regular payments,
you ask them not only to let you continue paying what you are paying now (if your circumstances

haven’t improved) but also to suspend any interest/charges as well.

If and when your circumstances improve, you will need to repeat the whole process, making
increased payment offers to all your creditors. Don’t be tempted to use any extra money to pay off
just one or two small creditors, as this is unfair on the other creditors. Any payments need to be
split fairly and proportionately across all creditors. If you do treat a creditor ‘preferentially’ it may
jeopardise your ability to access other debt resolution options should you need to at a later date.

If you have a court summons or a judgment against you we would advise you to talk to your local
CMA centre or free Money Advice Centre, who can help you to arrange with the court,
instalments which you can realistically afford. This is a simple procedure using court forms which

should be readily available.

You should also talk to a debt adviser if there is any possibility that you may need to declare

yourself bankrupt. For an information leaflet about the different debt resolution options please
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The total amount of payments which are now overdue.

A plan for balancing your spending against your income.

Judgment issued by the court for you to make
repayments on a debt that you have failed to keep to an original agreement onkeep to
an original agreement on.

A set of forms giving a court hearing date and also inviting you to
explain your financial circumstances so that the court can determine how much you can
afford to pay.

Someone who has lent money or goods to someone.
Someone who has borrowed money or goods from someone.

An official form which must be issued by a creditor before court
action can start. This applies to regulated loans (i.c. most loans of £15,000 or less).

The income that is left over when your expenditure is subtracted
from your income. Expenditure does not, in this case, include Non-Priority Debts.

A summary of your income and expenditure, showing how
much money, if any, is left over to pay off your debts. The Financial Statement is
central to any negotiation with creditors or courts.

A method of purchase often used to buy cars and household items,
where the item is legally owned by the creditor until the end of the agreement. NB. This
means that even if the item is returned to the creditor the debt can still remain.

Someone living with you and contributing
financially into the household.

Debts which do not put the borrower at serious risk if not paid.
Such debts can lead to court action, but not to losing a home.

Debts which put the borrower at risk of serious loss if not paid, such as
losing a home, car, phone, gas or electricity supply etc. or going to prison.

A loan guaranteed by some property that belongs to the borrower
(usually a house). If the borrower doesn’t pay, the lender can take the property and sell
it to pay off.

A loan which is not guaranteed by property.

R
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from

Record sheet

. How paid for

What I bought

Date of purchase

Cost

_ (i.e. cash/phone App/credit or

debit card/internet)

Total end of week one £

Total end of week two £
Total for both weeks together £ —

@sa zww>> L 25 xmm§
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1 rub out any mistake
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income

Wages/Salary

Benefits
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Pension
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Other
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Expenses
Housing
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Insurances

Other Fuel

Housekeeping

Maintenance Payments

Clothing

Childrens’ Costs
Pet Costs
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Sl
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Giving

Other
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Praft letters to creditors

Your address

Date
Creditor’s address
Dear Sirs,
Re: (your name) Account No:(the account number or reference number)

I am/we are writing to let you know that I am/we are experiencing financial problems.

I/'we should be very grateful if you would complete the form below so that I/we can work out my/our
financial position and make realistic proposals for repayments to yourselves and other creditors.

I/we should be grateful if you would suspend any further action on this account.

I/we look forward to your early response and thank you for your assistance in this matter. Once
I/we have heard from all my/our creditors I/we will write to you again.

Yours faithfully,

Your name:

Name & Address of Creditor:

Date:

Account Reference:

Balance:

Arrears Balance & Terms of Repayment:

Additional/useful information:

APR:




Your address
Date
Creditor’s address

Dear Sirs,

kG

Re: Account No:

Thank you for your letter providing me/us with details of my/our account with you. I/we have now
received all the information necessary from my/our other creditors to enable me/us to make an
assessment of my/our current financial affairs.

Unfortunately as you can see from the enclosed financial statement I/we am/are at the moment
unemployed/off sick/on a low income and have no disposable income to distribute to my/our non-

priority creditors. I/we would therefore ask you to accept a token payment of £1 per monthly until
my/our circumstances improve.

I/we will contact you again as soon as there is any change and meanwhile thank you for your
assistance in this matter.

Yours faithfully,

Your name

Your address
Date
Creditor’s address

Dear Sirs,

Re: Account No:

Thank you for your letter providing me/us with details of my/our account with vou. I we have now

received all the information necessary from my/our other creditors to enable me/us 1o makes 2n
assessment of my/our current financial affairs.

e

I/we have enclosed a financial statement giving details of my/our monthly income,
outgoings and priority debt repayments. It also includes a schedule of repayment offzrs o

yourselves and my/our other creditors which have been calculated on an equitable pro ratz basis
My/our offer to you is £xx per month.

I’/we hope that you will agree to these proposals and I/we look forward to receiving written
confirmation in the near future. Thank you for your continuing co-operzation in this mater

Yours faithfully,

Your name
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Priority creditors list

This is for your own records. Use it as a means of collecting your information together, and
making sure you have all the details ready for use on the financial statement which you will send to
all your creditors. All figures must be for the same time period — either weekly or monthly.

Name and address Account Amount
of creditor number owed

Lo RN« BRRL N R e RSN, N S
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Non-Priority creditors list

This is for your own records. Use it as a means of collecting your information together, and
making sure you have all the details ready for use on the financial statement which you will send to
all your creditors. All figures must be for the same time period — either weekly or monthly. To
work out what you should offer as repayments to your Non-priority creditors you can use the
following formula or you can use an online calculator to do it for you.

| Disposable income
per month = £
2 Amount allocated to

priority creditors = £

3 Amount of disposable income
left for distribution between
non-priority creditors per
week/month = £
(money left after paying
priority debts)




Name and address Account Amount
of creditor number owed
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NB Please photocopy if you have more than 12 creditors

: tel: 01743 341929
email: info@communitymoneyadvice.com
: www.communitymoneyadvice.com www.stepchange.org www.nationaldebtline.org
reral: www.moneyadviceservice.org.uk www.moneymagpie.com www.moneysavingexpert.com
unions: www.findyourcreditunion.co.uk
www.careforthefamily.org.uk
¢ www.trusselltrust.org

tenance options: www.cmoptions.org

nt: www.gov.uk/funeral-payments

www.gov.uk/get-a-ppc

www.moneyfacts.co.uk

t: www.lovefoodhatewaste.com www_cookin

s




: larrybray.com
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