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A basic self-help guide to 
dealing with debt, including 
advice on borrowing money
This guide provides you with some basic 
information and advice to help you deal 
with your debts. 

If you are having money 
problems – do NOT  
ignore them.
They won’t go away and you need to 
deal with them as soon as possible or 
get advice to help you.

a - ten top tips
1. Don’t panic – help is available.  
Stay calm and try not to feel guilty or 
afraid even when threats are being 
made. We have included a list of 
organisations and places that you can 
contact to offer you free independent 
help and advice.

2. Act quickly – if you are unable to 
make a payment when it is due, contact 
your creditor – this is the person or 
company that you owe money to. If you 
receive a letter that says that further 

action will be taken against you if you 
do not pay money due, contact the 
creditor and ask them to hold any action 
for 2 – 3 weeks while seeking some help 
and advice. If you receive a letter from a 
creditor or from the court, do reply within 
the time period specified and let them 
have all the facts.

3. Complete a financial budget 
statement so that you know how much 
income you have and the amount of 
your expenses. There is a financial 
budget sheet in the budgeting section 
of this guide for you to use. This will help 
you work out a budget and calculate 
what money you have available to pay 
your debts.

4. Make a realistic offer to your 
creditor as soon as possible telling 
them what payments you can make to 
pay the debt. Do not offer more than 
you can afford. Most companies will 
help you and will let you pay the debt 
by instalments. Creditors prefer small 
payments regularly rather than larger 
irregular payments that you cannot 
sustain. If you have more than one 
creditor do not offer all of your available 
income to one creditor.

5. Keep copies of letters, financial 
statements and debt schedules that 
you receive and that you send about 
your debts. Also write down the dates 
of any telephone calls that you make to 
your creditors as well as the names of 

the people you speak to.

6. Don’t rush into borrowing money 
to pay off your debts. It is best that you 
obtain some impartial advice about a 
loan before you sign anything. If you 
borrow money without seeking some 
independent advice, you could have 
even more problems. We tell you more 
about borrowing money below.

7. Do not let a debt collector into 
your home unless you have made 
an appointment with them and you 
have sought some advice before the 
meeting. Do not be pressured, bullied 
or threatened by a debt collector. If you 
are being harassed by a debt collector 
contact the Trading Standards Service  
or your local Citizen’s Advice Bureau. A 
debt collector has no legal right of entry 
to your home and they cannot remove 
any goods. 

8. Check that you are receiving all 
the benefits that you are entitled to 
which could increase your income.  
There are a range of benefits about 
which our Welfare Benefits Advisor 
would be pleased to give you some 
advice or you could contact your local 
Citizens Advice Bureau. 

9. Use direct deductions to pay 
some of your debts if you are receiving 
pension credits, income support or 
income based job seekers allowance. 
This means that small amounts are 
deducted from the benefits paid to you 

before you receive them. Debts such as 
rent, council tax and water charges can 
be paid in this way.

10. Remember – help is available 
to you and it is best to take advice 
before agreeing to anything which 
you cannot afford.

b - budgeting
Budgeting and staying out of debt is 
not just about saving money. It could 
save your health, relationships and your 
self-esteem. You’re not alone if you’re 
concerned about money although you 
may feel that way. If this applies to you, 
seek advice immediately.  
Listed overpage are some practical steps 
to help your money go further so that 
your important priority debts are paid 
first before your non-essential debts.

1. Create a realistic budget
To be useful, your budget must be 
accurate and honest. Keep a notebook 
with you and note everything you 
spend for one month. Your statement 
must include all income received from 
whatever source and all money going 
out and to where. A sample budget 
statement is shown above – when 
completing the form use either weekly 
or monthly figures
To change weekly figures to  
monthly – multiply by 52 and then 
divide by 12
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To change monthly figures to  
weekly – multiply by 12 and then divide 
by 52
Make sure you allow for irregular and 
often unexpected expenses e.g. car 
maintenance, repairs and replacements.

2. Check for benefit entitlement
Make sure that you are receiving all 
the benefits that you are entitled to. 
Possibilities might be

Job Seekers Allowance if you are 
unemployed or have been made 
redundant

Child Tax Credit or Working Tax 
Credit if you have children or if you are 
working but on a low income

Income Support is available to people 
on low incomes and who meet certain 
criteria relating to work, sickness, ages, 
savings etc. Check with your local 
Department for Work and Pensions 
(DWP) whether you are entitled to this

Incapacity or disablement benefits 
including mobility or attendance 
allowance

Housing Benefit & Council Tax Benefit 

Income tax check your code 
particularly if your circumstances have 
changed

Maintenance if you are entitled to this - 
contact the Child Support Agency 

Can grown-up children or non-
dependants contribute towards the 
household expenses?
Income maximisation is a very important 
part of sorting your debts and creditors 
will want to be reassured that you have 
considered all of the options available 
to you.

3. Prioritise
Some debts carry more severe penalties 
than others and this means that they 
must be dealt with first.

A PRIORITY DEBT is usually defined as one 
where non-payment can result in you

•	 Losing your home
•	 Being imprisoned
•	 Losing essential goods or services. 

Look at the things that you need and 
the things that you want – be sure 
that you can tell the difference. Try to 
discuss this list of requirements with 
your partner or a friend

Examples of priority debts are
•	 Rent
•	 Council tax
•	 Gas/electricity
•	 Water
•	 Child Support Agency/maintenance 

orders

financial budget statement
Date Prepared

Name

Address

 

Number of adults in household

Number of children in household

INCOME weekly/monthly

 	 You	 Partner	 Total

Wages (after tax)	 _____	 _____	 _____ 

Part-time job	  _____	 _____	 _____

Child Benefit	  _____	 _____	 _____

Job Seekers Allowance	  _____	 _____	 _____

Disability & Sickness 	 _____	 _____	 _____

Benefit	 _____	 _____	 _____

Pension	 _____	 _____	 _____

Child Maintenance	  _____	 _____	 _____ 
paid to you

Rent or money	  _____	 _____	 _____ 
from lodgers

Other	 _____	 _____	 _____ 

Other	 _____	 _____	 _____	
 	  	  

TOTAL HOUSEHOLD INCOME    £	  	  	     

EXPENDITURE weekly/monthly
PRIORITIES	 Amount Spent
Rent	 £ _________
Child Maintenance 	 £ _________ 
paid by you	  
Council Tax	 £ _________	  
Water Charges	 £ _________	  
Electricity	 £ _________	  
Gas	 £ _________	  
Court Fines/CCJ’s	 £ _________	  
Vehicle Finance/Hire Purchase	 £ _________ 
Television Licence	 £ _________	  
Self Employed	  
Income Tax	 £ _________	  
National Insurance	 £ _________
VAT	 £ _________
LIVING COSTS	  
Food & Housekeeping	 £ _________ 
School Meals/Meals at Work	 £ _________
Clothing/Footwear	 £ _________ 
Vehicle Running Costs 	 £ _________ 
(Tax, Insurance, etc.)	  
Petrol/Diesel	 £ _________
Fares (Bus, Train, etc.)	  
Telephone	 £ _________
Rentals (TV, Video, etc.)	 £ _________
Prescriptions/Dentist/Optician	 £ _________
Childminder/Nursery	 £ _________
School Costs	 £ _________
Cigarettes/Alcohol	 £ _________
Life Insurance/Pension	 £ _________ 
/Investments	  
Building/Contents Insurance	 £ _________
Other	 £ _________
TOTAL EXPENDITURE	 £ _________	  

TOTAL INCOME	 £ _________

LESS TOTAL EXPENDITURE 	 £ _________

TOTAL AMOUNT AVAILABLE	 £ __________
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•	 Magistrates fines
•	 Inland revenue and VAT

Other debts do not allow creditors to 
impose sanctions of imprisonment or 
the loss of your home. 
Examples of non-priority debts are
•	 Credit/store cards
•	 Personal loan (unsecured)
•	 Bank loan/overdraft
•	 Catalogue
•	 Loan sharks

4. Pay by instalments
Wherever possible pay by instalments 
– this will help you to set your budget 
around your income. Most bills can  
be paid monthly which is easy to 
arrange and means that you won’t  
get a surprise bill.
If you have “fuel” debts, pre-payment 
meters can be installed to allow arrears 
to be collected over a period of time and 
are a way of avoiding disconnection.

5. Pay on cash basis only
Only buy on a cash basis – if you  
cannot afford something save up for it. 
When you go shopping prepare a list 
and keep to it. If the items are costly 
try to obtain one or two quotations to 
compare prices.

6. Savings plan
Start a regular savings plan – no matter 
how small the amount.

7. Constantly review
Your personal circumstances could 
change and therefore you must be 
aware of the consequences which 
this could have on your income and 
expenditure.
Your financial statement will need to be 
revised to reflect any changes and to 
incorporate subsequent agreements for 
payments made to your creditors. Always 
remember there is help available if you 
need any assistance in dealing with your 
creditors.

c - borrowing money
This section provides you with advice 
about borrowing money and explains 
how much the different options could 
cost you in the long run.

What you need to know

1. Interest rates
An organisation that lends money will 
charge you interest on the money you 
have borrowed. This is the price you pay 
for borrowing money.
Interest rates are expressed as the 
amount of money you have to pay back 
over a year – i.e. the annual percentage 
rate (APR). The APR could be the same 
throughout the loan which is called 
a fixed rate or it could change which 
means that it is a variable rate. You can 
use the APR to compare the cost of 
borrowing money.  
This is how the APR works:
If you borrow £100 with a fixed APR of 
10%, and you pay the whole amount 
back in one go after a year, you will  
end up paying back the £100 plus  
£10 interest.
If you borrow £100 with a fixed APR of 
10%, and you pay the amount back in 
monthly instalments over the year, you 
will pay less than £10 interest in total. 
This is because each month you reduce 
the amount you owe.
The table on the next page is a rough 
guide to interest rates payable

 
BORROWING TABLE	  
If base rate 	 Other rates 
were 5%	 could be

Banks/building  
societies  
(arranged)	 approx.10%

Bank/building  
societies  
(not arranged)	 approx. 30%

Credit cards	 approx. 
	 10 – 20%

Store cards	 approx. 
	 15 – 30%

Licensed money 
lenders	 Up to 100%

Unlicensed money 	 Whatever they 
lenders	 can get away 	
	 with!

Hidden charges
Generally, the lower the APR, the less you 
will have to repay. 
However you should always find out 
if there are any extra  charges that 
may not be clear. For example, some 
companies may charge you for paying 
a loan back early or for making a late 
payment.
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2. Types of borrowing
Secured borrowing 
This is when you borrow money against 
some kind of security or asset you have. 
For example, if you take out a loan to 
buy a car, the loan could be secured 
against the car. This means that if you 
cannot repay the loan, the lender could 
take away your car. The interest rate on a 
secured loan is usually lower than on an 
unsecured loan.

Unsecured borrowing 
This is when you borrow money but not 
against any security or asset you have. 
An unsecured loan is usually more 
expensive than a secure loan because 
the lender is taking more of a risk by 
lending money to you as there is no 
guarantee that you can pay it back. If 
you do not pay back the loan, you could 
be blacklisted which means that other 
lenders will be told that you cannot 
repay your debt making it harder for  
you to take out another loan.

3. How to borrow money
Credit Cards 
A credit card allows you to use credit 
(money belonging to the company 
issuing the card) to buy things and pay 
back the amount you owe over time. 
Your credit card company will send you 
a statement each month showing the 
amount you owe them. If you can afford 
to pay all of the balance due at the 

end of the month, you will not pay any 
interest charges. This can be a cheap 
way of borrowing money.
However credit cards can be an 
expensive way to borrow money if you 
can’t pay all the balance at the end of 
each month. This is because interest 
rates are high and there are also  
hidden costs.
For example, a typical credit card APR is 
about 17%. However, if you have a poor 
credit history, you could be charged as 
much as 28% APR.
You should also check to see if you have 
to pay an annual fee.
If you are late in making a payment or 
you miss a payment, the credit card 
company could make further charges  
for you to pay.

Personal loans 
You can get personal loans from banks, 
building societies, the post office and 
even some supermarkets. The APR 
generally depends on your personal 
loan circumstances, the amount you are 
borrowing and the whether the loan is 
secured or unsecured.
There are also doorstep lenders but 
you should think very carefully about 
borrowing in this way because the 
interest rates are very high – up to a 
massive 100% APR.  
Unlicensed doorstep lenders, also 
known as loan sharks, charge even 
higher interest and indeed any rate that 

they can get away with.
It is very important that you get 
independent advice before agreeing to a 
loan like this.
You might find that we can offer you an 
account which provides the opportunity 
to borrow and save. The Trust, in 
conjunction with the Kent Reliance 
Building Society and other partners can 
provide you with the opportunity to open 
an account called the Really Useful Save 
and Borrow Account.
This scheme makes saving worthwhile 
and borrowing easy and more 
affordable. It is easy to get your money 
when you need it and your money is 
safe, it cannot be lost or stolen. After 
just three months you can apply for 
a loan based on your savings record 
rather than your income or credit 
score, especially valuable if you are not 
working or have a low income.
If you would like to know more about this 
account, please let us know. An account 
can be opened at any branch or agent 
of the Kent Reliance Building Society.

Crisis loans 
If you have an emergency or a disaster 
which leaves you unable to pay for basic 
living costs, you may be eligible for a 
crisis loan.  Crisis loans are paid out by 
the Social Fund at the Jobcentre Plus 
and are interest free. They are usually 
rapaid by deducting money from your 
benefit payments. Crisis loans are 

discretionary which means that you may 
not qualify for one or you may not get all 
the money you want.
You do not have to be on benefits to 
apply for this loan. The amount you 
get will depend on your personal 
circumstances, whether you have 
already borrowed from the Social Fund 
before and whether you still owe them 
money.  Before you receive any money, 
you will have to agree how you will 
repay the loan.

Budgeting Loans 
A budgeting loan helps you to pay for 
one-off expenses, such as furniture 
or household equipment, home 
improvements or maintenance, or 
repaying hire purchase (HP) or  
other debts.
The loan can also help to cover the cost 
of the things you need to help you look 
for work or start a new job. As with crisis 
loans, budgeting loans come from the 
Social Fund at Jobcentre Plus and are 
discretionary. 
You will only be considered for a 
budgeting loan if you or your partner 
has been receiving Income Support, 
income-based Jobseeker’s Allowance 
(JSA) or Pension Credit, or payment 
on account of a combination of these 
benefits for at least 6 weeks. Whether 
or not you get a budgeting loan will 
depend on your personal circumstances, 
such as how long you have been on 
benefits, the number of people in your 
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household and your savings. 
You cannot get a budgeting loan for 
less than £100 or for more than £1500. 
Before you get any money, you will have 
to agree how you will repay the loan to 
the Social Fund. Repayments are usually 
taken off your Income Support, income-
based JSA or Pension Credit. 

Store cards  
Many store cards give you a discount on 
the cost of your goods, which can make 
them look like a good option. However, 
many store cards actually have interest 
rates as high as 24% APR, meaning they 
are not as good a deal as they seem. 

Mail-order catalogues  
Mail-order catalogues are a popular 
way of buying goods, allowing you to 
pay for something over several weeks. 
Although weekly payments may look 
small, catalogues are rarely a cheap way 
to buy on credit. 
The APR of one of the most popular 
catalogues is actually 0%. There are 
also extra costs for late payments, non-
payments, transfer of balances, or if  
you decide to reduce the time you 
originally planned to pay back the 
money you owe. 

Credit unions  
Credit unions offer their members 
savings and low-interest loans. They are 
cheaper than borrowing from doorstep 
lenders, high street stores, or even from 
banks or supermarkets. Credit unions 

encourage members to save regularly, 
provide loans at fair interest rates, and 
give members help and support with 
managing their finances if they need 
it. They also cover members with life 
insurance, so if a member dies, their 
loan is paid off. 
Becoming a member is simple. You  
must provide proof that you live and/  
or work in your credit union’s area  
and pay a minimum of £1 to open  
your savings account. You can find  
out whether there is a credit union  
near to you by contacting the 
Association of British Credit Unions  
Ltd on 0161 832 3694 , email info@
abcul.org, or go to www.abcul.org.uk. 
You will need to save regularly in the 
union (as little or as much as you wish) 
because it is members’ savings that 
form a common pool of money from 
which loans can be made. 

d - who to contact for 
advice, support and 
information
Our Welfare Benefits Advisor is here 
to help you with information about 
your entitlement to benefits including 
housing benefit, tax credits, income 
support, job seekers allowance and 
incapacity and disablement benefits.  
Please call 01622 212535.
Our Welfare Benefits Advisor will visit you 
at your home if necessary.
Help is also available at www.entitledto.
co.uk which is a free calculator which 
helps you to work out your entitlement to 
benefits and tax credits.
You can obtain free independent 
assistance from the Maidstone Citizens 
Advice Bureau (Money Advice) on 
01622 751788. The Bureau is located 
at Bower Terrace in Maidstone and their 
opening hours are Monday to Friday 
from 10am to 4pm. They offer telephone 
advice on Tuesdays from 4pm to 6pm.

Further free advice is available from 
•	 National Debtline on  

Freephone 0808 808 4000  
(Monday to Friday 9am – 9pm, 
Saturday 9.30am – 1pm)

•	 Consumer Credit Counselling 
Service 
on Freephone 0800 138 1111 
(Monday to Friday 8am – 8pm)

•	 For information about Housing 
Benefit and Council Tax Benefit 
contact Maidstone Borough Council 
on 01622 602557.

•	 For information about income 
support and job seekers allowance 
contact Maidstone Jobcentre Plus on 
01622 702700

•	 For information about pension credit 
contact the Pension Centre on 
 0800 99 1234

•	 For information about child support 
contact the Child Support Agency on 
08457 133 133

•	 For information about proceedings 
at the local county court contact 
Maidstone County Court on  
01622 202000

•	 For information about proceedings at 
the local magistrates court contact 
Maidstone Magistrate Court on 
01622 671041
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