PLEASE READ THIS CAREFULLY
MANAGING MONEY

Always manage money before money manages you.

Taking control of your finances is not always easy, particularly if you find you suddenly have to live within a reduced budget.  You can not go on as you have done before – you have to take some serious and positive steps.

Rule 1 – Know what you spend

No business can function efficiently without knowing exactly where every penny is spent, nor can a household.  Buy yourself a notebook and write down everything you spend –everything.  This will take a lot of personal discipline but it is essential if you are serious about your finances.

It is only when you know exactly what is going out you can see where you can make savings and start to allocate your income correctly.

Rule 2 – Prioritise your expenditure

Your mortgage and any loan secured on the property has to be the most important debt.  If you don’t pay a secured loan the lender may well sell the property to recover their debt and any arrears.  People think that this is a threat a lender won’t see through – there are a lot of people living in hostels and bed and breakfast accommodation who will tell you otherwise.

Your lender will be helpful and listen to your problems but they will want to see that you are doing something positive about paying your mortgage and any arrears.  They will not tolerate you going out 3 times a week and paying for premium rate TV whilst their loan falls into arrears.
You will have to show them that you are serious about paying the mortgage and accept your responsibilities.  They want to know that you are doing the best you can.  After all they are a business and have responsibilities and commitments as well.

When money is short and you have a lot of people on your back wanting payment it is easy to fall into the trap of paying all the small bills and forgetting the mortgage/secured loan.  DON’T.  Take control of the situation by prioritizing your expenses.

Priority List:




Secondary List: 

Mortgage / Secured Loan


Unsecured Loan

Food





Personal Loan

Gas





Credit cards

Electricity




Store cards

Council Tax




Overdraft

Fares/petrol  to and from work

Non essential fares/petrol

Endowment Policy premium


Telephone

We are certainly not suggesting that you do not pay anything that is not a priority – they are all your debts and your responsibility but you have to be very aware of the consequences of not paying each item.

Credit card/Store card/Loan companies will usually accept a minimum payment for a period of time and you should write to them explaining your change in circumstances and suggesting a minimum payment.  A copy of a letter that could be used for this purpose is available to download.
Rule 3 – Controlling your budget

It makes sense to allocate your money for the same period of time that you receive your income.  For example if you are paid weekly, budget weekly.  Most bills and loans can be paid weekly, although for some bills you may need to buy stamps.  It is far better to do it this way than have a large bill to pay that wipes out your income. You should review every item of expenditure and see if there is a way you can manage on less.

Food

The main household expenditure is usually food.  We go into a supermarket and buy a few things and suddenly find we’ve spent £30.  Try to plan ahead and only buy what you need.  The most cost effective way is to buy daily and only take the money for the items you know you need.  This may not always be practical but even if you shop weekly the principle is the same.

Gas/Electricity/Fuel

Try turning the thermostat down a few degrees and don’t sit in front of a blazing gas fire in your T Shirt (sounds ridiculous but we’ve seen it).  Avoid using heavy uses of gas/electricity – tumble dryers, electric fires, ovens.
Transport 

If you have been used to two cars then you may have to realistically think about whether they are both necessary.  If your car requires a lot of maintenance then public transport could be the better option.

Clothes

Well new clothes are out but we always try to do best for our children.  Expenditure needs to be kept to a minimum and you should consider second hand shops and hand downs.

Telephone

If it is essential to keep the phone or you feel your problems will be short term, then reduce your outgoing calls to a minimum.  You should not spend more than £15 per month on the telephone.

TV/Home Entertainment

No lender begrudges your £11.25 monthly license fee – they will object to premium rate TV and heavy rental costs.

SOME GENERAL ADVICE

If you are unable to get your account up to date within 3-4 months and maintain future payments then they will be looking for you to take positive action.

Always take control of the situation.  Debt can be very worrying and cause a lot of upset in a home – don’t let that happen to you.

Be prepared to make sacrifices – your lifestyle will have to change, but if you are driving the changes it gives you the advantage.

Once you have made an arrangement to pay your creditors never go back on your word just because something else turns up eg. car repairs.

