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North Warwickshire Citizens Advice Bureau

Debt Advice Pack


Introduction
We know that many people have debt problems and that these can come about for lots of reasons. These problems can be very worrying and put you under a lot of pressure.

All advisers at North Warwickshire Citizens Advice Bureau are fully trained to help you with debts and the surrounding problems.  

What Help Can We Give?
We can help with lots of issues, including:

· Checking you are getting all the benefits and tax allowances you should be
· Finding out exactly how much you owe and to whom
· Getting a clear picture of your income and spending
· Calculating what you can afford to pay your creditors
· Giving advice on procedures and the options open to you

What Can You Do With This Pack?
You can use this pack in a number of ways:

· The pack may give you all the information you need at the moment.

You can use the information in it to help you deal with your debts.  You can download sample letters from our website to use as a basis for writing to your creditors.  Remember you can ask us for help at any time if you need it.

· You may feel you can cope with most of the process but want some help with some parts.  For example it is most important to draw up an accurate budget and we can help you check that yours is accurate and realistic.  We can also help you work out offers. 

· You may feel that because of your situation you are not able to deal with your debts yourself at the moment.  If so we may be able to write letters for you and negotiate with creditors.  You can talk through with us what sort of help and support you think you need.

Basic Rules

If we do agree to act on your behalf, we have a few basic rules, and particularly ask that you:

· Give us details of all your debts
· Work with us to prepare an accurate budget
· Do not treat some debts differently
· Tell us when you hear from your creditors
· Keep in touch with us and let us know if you cannot keep an appointment
· Do not take on any more debts while we are helping you

How to deal with debts?
There are 5 steps to follow to deal with your debts; you can tick off when each step has been completed:

1. Find out exactly how much you owe and to whom

  FORMCHECKBOX 

2. Work out your income and expenses 

   (Increasing your income where possible)


            FORMCHECKBOX 
 

3. Work out which are the most important or priority debts
  FORMCHECKBOX 

4. Work out how much to offer to creditors



  FORMCHECKBOX 

5. Negotiating with your creditors




  FORMCHECKBOX 

The approach that we suggest in the following pages is the one that works best for most people who have problems with debt. 
There are other strategies that may work better in some cases: for example, if you have a lot of equity in your house, some savings or if you have business debts.  Contact us if you want to discuss your options, and the strategy that best suits your situation.

Your credit rating will be affected by your debts and any arrangement to pay a reduced amount to your creditors. This will mean that you will probably find it difficult to get credit for quite a long time.

Dealing with Creditors
You will probably have had letters and statements from the people or companies you owe money to (your creditors). Some creditors use debt collection firms and your account may be passed from one firm to another. It can be difficult to keep track of whom you are dealing with, or you can feel you are explaining things over and over again.

Your creditors have the right to contact you to ask for payment; however they should not 
· Harass you
· Make unreasonable demands for payment
· Act unfairly
The Office of Fair Trading has written some guidance about how creditors should behave when they are collecting debts. This states that creditors should:

·  Tell you how much you owe, when you ask them

·  Deal with the CAB or someone acting on your behalf (if this has been agreed and    authorised)

“Unfair behaviour” can include:

·  Contacting you at an unreasonable time

·  Ignoring your request that they do not contact you at a certain time or place

If you do not want a creditor or collector to contact you at a certain time or place; you should explain why.  If they continue to contact you, you can complain about their behaviour.  We can give you more information about the Debt Collection Guidelines or you can look at them at www.oft.gov.uk.
Holding Letters
The first step in dealing with debts is to contact everyone you owe money to (your creditors). 
 There is an example letter to help you with this in this pack. If you find the letter writing difficult, we may be able to write on your behalf.  

Writing a holding letter will help you to:

· Find out exactly how much you owe 

· Explain what has caused the problem and what is happening now

· Give you time to sort some things out

Creditors will be glad to hear that you are taking your situation seriously and will usually co-operate. Try to deal with all letters that you get from your creditors or their collectors. 

IF ANY LETTERS WORRY YOU, ASK US FOR HELP

EXAMPLE OF A HOLDING LETTER

You should send a letter like this to everyone you owe money to. You can change our example letter to explain your own situation.  It will help you to get a full picture of your situation and give you time to work out how you want to deal with it.  Creditors will be glad to know you are taking your situation seriously.
                                                                                           

Your Address

                                                                                                    
          Date

Creditor’s Name

Creditor’s Address                                                                                             

Dear Sir/Madam

Account Number…………………

I have asked Citizens Advice Bureau for help with my financial problems.  They have suggested that I write to you and all my other creditors. I have problems because… 

(explain as well as you can how and why you have fallen behind with payments)
I want to make a full assessment of my financial situation, I would be grateful if you could give me the following information about my accounts with you.

· The nature of the agreement and the terms of repayment.

· The balance now outstanding on the account.

· The amount of the arrears.

· The rate of interest, and if interest is still accruing.

· Any account references.

· If there is any insurance covering the account

I hope to be in touch with you again soon with proposals for payment but I will need to wait for replies from all my creditors.  In the meantime I would be grateful if you would allow me some time to sort things out.  Will you please agree to take no further action against me for the time being and suspend any interest on the account.

I look forward to hearing from you.

Yours faithfully

Your name

Personal Budget
Probably the most important thing you can do to help with your debts is to complete a Personal Budget. There is a budget form in this pack.  It can take some time to fill this in properly, but it is worth working at it because the more accurate it is, the more useful it will be to you. A Personal Budget can help in lots of ways by:

· Helping you get a clearer picture of your financial position

· Showing your financial position to your creditors

· Using it to negotiate agreements with your creditors

· Helping you plan for the future 

HOW TO COMPLETE A PERSONAL BUDGET
· Use plenty of scrap paper to work out your figures before you fill in the final version.

· Decide if the budget is for a week or a month and make sure all the figures are for the same   period (don’t mix up weekly and monthly figures: this might seem basic, but it is important to get it right)

· To convert monthly to weekly: multiply by 12 and divide by 52

· To convert weekly to monthly: multiply by 52 and divide by 12

· To convert quarterly to monthly: divide by 3

· Work with all the people who will be affected - include their expenses and their contribution to the income and benefits of the household.  Make sure that everyone in the household knows about the need to budget properly

· CHECK THAT YOU ARE ALL GETTING ALL THE BENEFITS YOU ARE ENTITLED TO We can help you do this

· If your income goes up and down average it over 6 months to get an accurate figure

· Put down all your regular household expenses; you should average your fuel bills over a year to get an accurate figure. 

· Do not include any credit repayments (eg catalogues, credit cards loan repayments) as an expense - these will be dealt with separately.

· Housekeeping is probably the most difficult figure to work out. It is important that you are realistic about what you need to live on.  Don’t try to cut down on essentials and try to remember things like milk and pet food.  If you don’t have any idea of what you spend on housekeeping keep a diary of all you spend for a week or two.  This should give you a better idea of where your money is going.  There is a Spending Diary at the end of this pack which you can use to note down all that you spend for the next few weeks.

· Travel expenses If you have a car or van you should include MOT and repair costs as well as the regular amount of fuel you use. If you don’t have a car put down what you regularly spend on bus fares or taxis.

· Clothing. Put in a figure for clothing that shows the cost to your household.  If you rely on a catalogue for all your clothing put down an average amount spent on clothes against this item.

· Emergencies. Include something in for these and for occasional expenses like presents, school trips and vet bills

· Prescription charges. These can be very expensive, check with the Bureau if you are entitled to any help with these or with the cost of hospital or other appointments.
WHAT TO DO WHEN YOU HAVE LISTED ALL YOUR EXPENSES

· Add up all your income
(Box 1)




 FORMCHECKBOX 

· Add up all your expenses
(Box 2)




 FORMCHECKBOX 

· Take your expenses away from your                                          FORMCHECKBOX 

· If there is something left this is your money for creditors

 FORMCHECKBOX 

(Box 3)

WHAT IF THERE IS MONEY LEFT OVER?
You will be able to make offers to your creditors. Remember you need to deal with your priority debts first (on page 7), then see how to work out offers for your other debts (on page 8).

WHAT IF THERE IS NO MONEY LEFT OVER?
You will have to look at your budget again to see if you can cut back on some expenses, or if there is other income due to your household (e.g. benefits).  
If you have priority debts you do need to find some money to offer.

IF YOU FIND ANY OF THIS DIFFICULT COME BACK TO US FOR MORE HELP

When you are happy with your budget and feel you can keep to it make a fair copy.

It can be used to: 

· check what money is coming in and where it is going


 FORMCHECKBOX 

· help you keep to a regular budget





 FORMCHECKBOX 

· see if you might be able to cut down some expenses


 FORMCHECKBOX 

· think about long term plans





          FORMCHECKBOX 
 

· work out offers to creditors that you can keep to (see the next pages)
 FORMCHECKBOX 

Priority Debts
It is important to realise that some debts are more serious than others are because the law gives different creditors different ways of getting their money back. The following debts are the most important (priority debts) and must be dealt with before you make arrangements with any other creditors.

Mortgage or Rent - this must be your main priority. If you do not pay this and arrange to pay off the arrears you could be taken to Court and face losing your home. It could also make it very difficult for you to get another home.

Council Tax and Magistrates Fines - if these are not paid bailiffs can be sent to try and take your goods.  If you still do not pay you could eventually be sent to prison.

Gas and Electricity - the fuel company can, as a last resort cut off your supply

Child Support - you can eventually be imprisoned for not paying this

DON’T PANIC about any of these debts but do not ignore them or any letters that you get from these creditors. As long as you act quickly enough you can nearly always stop these things happening. 

When you have worked out your budget any money available should be used first to make offers to your priority creditors.

Do explain your situation and any problems you have had to the creditor

Do offer a regular payment that you know you can keep to

Don’t be pushed into offering more than you can really afford

It is much better to keep to a small regular amount, than to make promises you cannot keep. Breaking an arrangement is more likely to end up with serious results, so try to agree an amount you will be able to stick to. 

Water companies no longer have the power to cut off the water supply of a domestic household.  This means that, technically, water is not a priority debt.  However, we would advise you to contact your water supplier and agree a regular payment you can afford.  This payment should be included in your expenses on the budget.

You may think that you have other ’priorities’ such as hire purchase for a car or loans from family and friends. Though these may be very important to you, your other creditors may not accept them as priorities.  You need to think very carefully about your priorities and be prepared to justify your decision to your creditors

a) Enter agreed repayments on Personal Budge Sheet

b) Enter total repayments into Box 4

c) Subtract Box 4 from Box 3 – enter into Box 5
IF YOU DON’T KNOW WHETHER A DEBT IS A PRIORITY – ASK US

IF YOU NEED HELP TO WORK OUT WHAT TO OFFER – ASK US

SECONDARY OR CREDIT DEBTS
(This section should not be used for your priority debts-for these see Page 7)
WHAT IF THERE IS NO MONEY LEFT?

After paying all your expenses and agreed amounts for priority debts you may have nothing left to pay other creditors.  
What should you do? If you have nothing left 
· Tell your creditors






 FORMCHECKBOX 

· Send them your Personal Budget




 FORMCHECKBOX 

· You can use the example Offer Letter



 FORMCHECKBOX 

· Ask your creditor to hold any action for 3 months 



    when you will let them know if there has been any change
 FORMCHECKBOX 

· Keep creditors informed of your circumstances


 FORMCHECKBOX 

· If your creditors will not agree to hold action, make

 FORMCHECKBOX 

    a token offer of repayment, say £1 per month

WHAT IF THERE IS MONEY LEFT?
If there is some money left (Box 5) the best way to divide it among you creditors is by a “pro rata distribution”. This means all your creditors will get a fair share.  It is the method recognised by the courts.

Put all your secondary debts on the personal budget and add up the total owed.  Put the figure in Box 6.

You can work out offers of payment using ‘pro rata’ distribution of your available income.  This means you offer each creditor a fair share of the available income.  

Below is a calculation to show you how to work out your offers.

Use a calculator:

Available money (Box 5) x each debt divided by the total amount owed

(Box 6)   = offer to the creditor

Round the offer up to the nearest £1 and put it next to the creditor on the Budget Sheet.

Creditors do not have to accept an offer and may not agree to freeze interest.  If a creditor refuses to stop interest charges you can try to persuade them by saying your payments are conditional on interest stopping.  Interest is usually due under the agreement you signed, however, and creditors do not have to stop charging interest. 

If a creditor does not accept your offer at first don’t give up. Write back and explain the offer is all you can afford. If other creditors have accepted your offer say so.  It will help if you can start paying the amount that you have offered. Sometimes creditors will start Court action even though you have made an offer of payment. Court action will mean that more costs will be added to the account. 
Do:
· Keep copies of the letters you send

· Keep receipts for payments

· Stay in touch with creditors

· Pay what you can afford
If you do all these things, it can help show the Court that the creditor did not need to start Court action.  If this happens the Court may reduce the costs that you have to pay.

Even if a creditor has a court judgement you should include it with the credit debts and work out the offer of payment in the same way.   You may need to apply to the Court to vary the judgement (see page 10).

IF ANY OF THIS IS CONFUSING OR YOU WOULD LIKE MORE HELP, CONTACT US - WE CAN HELP WITH:

* WRITING LETTERS

* DOING CALCULATIONS

* NEGOTIATING WITH CREDITORS

OFFER LETTER

This letter can be used as a guide for making offers (or explaining why you can’t make payments) to your creditors. Use this letter when you are sure of that your personal budget is as accurate as you can make it. Make sure you include as much information as you can about your situation and what led to it. Don’t forget to send a copy of your budget with the letter.

                                                                                                 Your Address

                                                                                                              Date

Creditor’s Name

Creditor’s Address

Dear Sir/Madam

Account Number………………….

Since making this agreement with you my circumstances have changed. I cannot now afford the agreed payments because (explain what the problems are: you could give details of your ill heath and any other difficulties e.g. loss of job or separation). I have asked the Citizens Advice Bureau for help and the following is based on their advice.

The enclosed Personal Budget shows my income from all sources and the total expenses of my household.  
[As you can see I have only £… a month left over for my creditors.]

OR  

[As you can see I have no money left over to pay my credit debts.]

The offers I am now making to my creditors have been worked out on a pro rata basis and I am writing to them all asking them to accept reduced payments 

[In view of my circumstances would you please accept a reduced monthly payment of £….. This offer is made on the basis that interest is frozen otherwise the scheme shown on my budget will not be equitable.]

OR

[In view of my circumstances will you please accept no payments for 3 months when the situation can be reviewed. If interest is being added to my account will you agree to freeze it so my debt does not increase further.]

If my situation improves I will contact you again.  Thank you for your co-operation, I look forward to hearing from you soon.

Yours faithfully

Your name

COURT ACTION
Creditors may threaten or actually start Court action against you. This can sound very frightening; but if you deal with all Court papers as soon as you get them and give the Court details of your situation and your Personal Budget, the Court will usually only order you to pay what you can afford.  It is most important that you complete the Court form asking for details of your income and expenditure, and that you make a payment offer – even if it is only a nominal £1 per month.

If the debt is a Credit Debt you probably won’t have to go to a Court hearing.  Provided you have completed and sent in the Court income and expenditure form, the Court will work out what you can afford.  If a creditor has refused to stop interest it can help to have a Court judgement as this can stop interest on some debts.

If a Priority creditor takes Court action you probably will have to go to Court. However any hearing will be in private and you will have a chance to put your side to the judge and to show them your Personal Budget.

For Priority Debts, you should try to attend any Court hearing.  If it is impossible, you should contact the Court and explain why you cannot go to the hearing. The Court will send you a copy of any order that it makes.

Even if you risk losing your home the Court will usually give you a reasonable time to pay off the arrears.

IF YOU WANT HELP WITH ANY COURT PAPERS OR FORMS ASK US
BUT REMEMBER YOU NEED TO DEAL WITH COURT PAPERS QUICKLY

If you already have a Court judgement against you, you may need to ask the Court to vary the amount you pay to make it more affordable. The Court charges a fee for this but you may be able to get the fee reduced or waived. At CAB we have the Court forms to ask for this, and can help you fill them in.

Once they have a judgement creditors can enforce it in various ways. These include: asking the Court bailiffs to take away your belongings or asking your employer to deduct money from your pay. These procedures will all involve more fees that will be added to your account. However even at this stage you can ask the Court to change the order to allow you to pay an amount you can afford.

Costs
If any creditor does start Court action, and gets a judgement or order against you, it is very likely that the Court will order you to pay the legal costs and fees of the creditor.  (This is called a costs order).  These extra costs will be added to any other money that you owe.  The creditor will be able to recover the money in the same way as a debt with a judgement.

Also, if you make any application to the court, there is always a risk that you will be ordered to pay the costs of the other side.  Costs can quickly mount up, so you must think about them when deciding how to deal with any court papers.

Costs are a difficult and complicated issue, and we can give you more details and advice if you are involved in Court action.

We hope that this Pack has explained the main things that you need to do to deal with your debts. We know that there are many things we have not covered and how difficult it can be trying to manage your debts.  That is why we have said at each stage that you should contact us for help if you need it.  
Spending Diary
	ITEM
	MON
	TUES
	WED
	THURS
	FRI
	SAT
	SUN
	TOTAL

	Food
	
	
	
	
	
	
	
	

	Milk
	
	
	
	
	
	
	
	

	Cleaning materials
	
	
	
	
	
	
	
	

	Pet food
	
	
	
	
	
	
	
	

	Nappies
	
	
	
	
	
	
	
	

	School dinners
	
	
	
	
	
	
	
	

	School outings
	
	
	
	
	
	
	
	

	Children’s uniform
	
	
	
	
	
	
	
	

	Children’s clothes/shoes
	
	
	
	
	
	
	
	

	Pocket money
	
	
	
	
	
	
	
	

	Adult clothes/shoes
	
	
	
	
	
	
	
	

	Going out/

Entertainment
	
	
	
	
	
	
	
	

	Travel costs

Bus / train fares
	
	
	
	
	
	
	
	

	Car costs
	
	
	
	
	
	
	
	

	Alcohol
	
	
	
	
	
	
	
	

	Cigarettes/Tobacco
	
	
	
	
	
	
	
	

	Presents
	
	
	
	
	
	
	
	

	Newspapers/

Magazines
	
	
	
	
	
	
	
	

	Takeaway meals
	
	
	
	
	
	
	
	

	Lottery/ Betting
	
	
	
	
	
	
	
	

	Hobbies/ leisure
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	TOTAL
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