
Dealing with your Debts 
How the CAB can help
                            A Guide to our Debt

                                           Management Process
Contact Us:
Tonbridge & Malling CAB:        Swanley CAB:
3 / 4 River Walk                                          16 High Street

Tonbridge                                                   Swanley
Kent TN9 1DT                                            Kent BR8 8BG
Advice Line: 01732 440488 Mon - Fri        Advice Line: 01322 473176 Mon-Fri

Opening hours: Monday, Tuesday             Opening hours: Monday, Tuesday

Thursday, Friday 10:00 to 12:00                Thursday 10:00 to 14:00

Drop in service
Sevenoaks CAB:                      Gravesham CAB:
Buckhurst Lane                                          First Floor

Sevenoaks                                                 Civic Centre

Kent TN13 1HW                                         Windmill Street

Advice Line: 01732 440488 Mon-Fri          Gravesend
 
Opening hours: Tuesday,                           Kent DA12 1AU
Thursday, Friday 10:00 to                          Opening hours: Monday, Tuesday

14:00 drop in service                                  Friday 09:30 to 16:00

Debt Keywords:
Priority Debts: Debts which are more urgent than others because the implications of not paying them can be more serious than for other debts e.g. mortgage or rent arrears, gas and electricity arrears, council tax arrears or income tax or VAT arrears.
Non-Priority Debts: Debts which are considered less urgent than priority debts due to the less serious implications of not paying them back e.g. unsecured loans (whether or not you are behind with the payments), store, credit card and catalogue repayments.
Arrears: An amount of money that is owed.
Essential expenditure: Money you need for everyday living expenses.
Unsecured: A loan or debt which is not secured on property e.g. credit card.
Holding letter: A letter sent to ask creditors to hold off for a short period while you work out your budget or get advice.
Default notice: A formal letter usually sent when an account has been ‘defaulted’ as arrears build up.
Litigation: The process of taking legal action.

Pro rata calculation basis: Surplus income divided equally in proportion to your debt.
How can we help?
We recognise that anyone can get into debt for a wide variety of reasons. The CAB service is completely free, non-judgemental and you can expect to be treated with respect. 

Unfortunately, there is no quick solution to debt problems. Financial difficulties may have been building up over many months or even years and it could take just as long before you can finally resolve the problem. It will probably involve several visits to the bureau as we help you work through the negotiation process with your creditors. But stick at it; there is light at the end of the tunnel!

Due to the high demand for our help, West Kent Partnership has developed a client “self-help” debt advice system. We have found that most clients are able to manage the situation themselves using this approach. However, we can offer full support and guidance from our team of advisers to enable you to negotiate with creditors on your own behalf. 

Before we can advise you further, we need to have a full picture of your financial situation. To do this, you have been given this debt pack which includes an income and expenditure sheet to complete. Based on this information, at the end of the Debt Advice process the adviser will be able to discuss options for the way forward. These include debt management plans (sometimes called an ‘informal arrangement’), bankruptcy/ debt relief orders and individual voluntary arrangements (IVAs). 
How does the standard debt advice procedure work?
Put simply, it compares your income with your essential expenditure. The money left over is used to make payment offers to the people you owe money to – your creditors.
Essential expenditure does not include any payments you are making towards arrears or regular payments to unsecured credit loans or credit cards.

Money you owe to creditors is classified either as:

· Priority Debts: Debts which are more urgent than others because the implications of not paying them can be more serious than for other debts e.g. mortgage or rent arrears, gas and electricity arrears, council tax arrears or income tax or VAT arrears.
· Non-priority Debts: Debts which are considered less urgent than priority debts due to the less serious implications of not paying them back e.g. unsecured loans (whether or not you are behind with the payments), store, credit card and catalogue repayments.
What happens the first time you come to see us?
As a minimum, we will deal with any emergency situation or anything that is particularly worrying you. This may involve us ringing bailiffs or creditors on your behalf or helping you complete the response to a court summons.

However, at best, this will be just a temporary solution. If you would like help to resolve the underlying problem, then we can give you further advice using our CAB information system. We will discuss the debt procedure, including the differences between dealing with priority and non-priority debts, and explain this debt pack’s contents.  

It is then up to you to contact your creditors but we can help by supplying copies of letters for you to send. (Or, if you prefer, there is a draft on page 11 for you to use.)

What do you do after your first interview?
· Usually you should send out the ‘Holding Letters’ (page 11) without delay. However, if you owe money to someone who hasn’t contacted you for some while, ask us for further advice before writing to them; your adviser may recommend that you do not send holding letters.
· Don’t be tempted to borrow any more money or to use further credit. This includes credit or store cards. It is usually best to cut-up and return the cards with your holding letter and ask for the agreements to be cancelled. You can ask your adviser about this. Creditors normally expect that you do not borrow any more money if you set up a payment arrangement with them.

· If your benefits/wages are paid into a bank account that is in overdraft, open a new basic bank account at another bank or building society for them to be paid into.  This will ensure that all your money is available for your essential expenditure and is not ‘eaten up’ by the overdraft.  

· Make sure you keep up all essential payments (mortgage, rent, utilities, food etc.).  To do this, you will probably need to stop making repayments to your non-priority creditors. If there is any money left over, use it towards priority debts if you have them.  Only if there is still some money available, repay your non-priority creditors what you can afford (don’t attempt to cover the usual repayment).

· You may need to cancel direct debits or continuous payment authorities if these are making repayments you cannot afford. 

· Keep your Debt Pack in a safe place and bring the complete pack with filled in forms and the papers and information you need with you each time you come back to the bureau.
How do you complete the Debt Pack?
Please don’t be put-off by the fact that the forms in the debt pack are quite long! They are designed to cover most circumstances and it is unlikely that you will fill in every box.  However, to be able to help you we need a full picture, so please complete everything that applies to you and your household. If there’s anything you don’t understand, don’t worry – just fill-in as much as possible and discuss it with the adviser at your next visit. Be prepared to make more than one visit to the bureau before we have all the information we need to help you move on to the next stage of the Debt Advice process.
Budget Sheets:  
Income: What you and your partner, if you have one, receive to spend on your household. Earnings are take-home pay after deductions. Anything grown-up children living with you pay towards their keep should also be shown and all benefits (including Child Benefit) should be included.  

Expenditure: The amount that you spend on the whole household (e.g. the food bill should be what it costs to feed the whole family). It is helpful to keep a ‘spending diary’ for at least a week before filling in the forms. Don’t overlook any regular item of expenditure. If payments for utilities include an amount towards arrears, please note this on the form. Expenditure figures need to be realistic. Don’t leave yourself without enough money for essentials such as food. On the other hand, excessive figures may result in creditors not accepting your repayment offer. 
Maximising Income Sheets:
Your answers will help us to check if there are sources of extra income such as additional benefits. If you are considering bankruptcy as an option for dealing with your debts, the information you provide will also help us to explore sources for assistance with the fees.
Creditors List:
Please complete all sections as fully as possible. It is important that you include details of everyone you owe money to. In debt advice, it is the usual practice for all non-priority creditors to be treated equally and it is not normally acceptable to continue to pay one creditor at the expense of the others.

Some useful points to remember:
· It will take some time for your letters to your creditors to get into their system. In the meantime, you may receive letters or ‘phone calls’ about the debt, the matter may be put in the hands of a doorstep collector or debt collection agency or you may receive a legal Default Notice. 

· Bailiffs cannot be instructed unless the creditor has the appropriate court order. 

· If the creditor takes court action, you can request the court to consider your financial circumstances and ask to pay by instalments. 

· It is against the law for creditors to harass you by ringing late at night or by contacting your employer or your neighbours

· Do not be pressured into making individual arrangements with any creditor- if creditors contact you, explain you are having help from the CAB and ask them to hold any further legal action until you have discussed the situation with us. 

· If you have missed payments or are making reduced payments, your credit rating or any interest-free period on a loan may be affected. You may not be able to obtain credit in the short term and there is some likelihood that you will not be able to do so in the medium to long term. Records are normally retained by credit reference agencies for a further six years. 

· Although the holding letters ask for interest to be frozen, your creditors are not obliged to freeze the interest nor are they obliged to accept reduced payments. Most creditors will wait until a suitable offer of repayment has been made before they consider freezing interest. If creditors do not freeze interest or reduce repayments, repaying the same debt over a longer period of time will lead to an increase in the total amount to be paid. 

· You should not ignore correspondence or other contact from creditors and those acting on behalf of creditors. 
· Collection actions, including default notices and litigation can be started by creditors and there is no guarantee that any existing or threatened proceeding will be suspended or withdrawn. Issuing of default notices can cause costs to be added to the debt. 

Please do not hesitate to come back at any time if you are worried about any action your creditors take or if you receive a Court Claim Form.
What happens when you have completed your forms?
The adviser will check through your budget sheets with you in preparation for drawing-up a Financial Statement. This can be a lengthy process, so please allow between one and two hours. Please be aware that it is normal to have more than one interview to complete the process.

The Financial Statement is a summary of the information you have given on your Client Forms, together with a list of your creditors and the repayment offers you are proposing. We see how much money you have left over after your essential spending and, if you have priority debts such as mortgage, rent and utility payments, then repayments to these priority creditors have first call on this money. Usually priority creditors will want the arrears paid off within a particular time period in addition to the regular payments. If there is any money left over, then it is normally offered to your non-priority creditors on a pro-rata calculation basis. These payments are instead of the originally agreed repayments, i.e. they are re-negotiated monthly repayments.
The adviser will work out suitable repayment offers to your priority creditors, if you have them, and help you to negotiate with them.  The adviser will prepare your Financial Statement as soon as we have all the relevant information.  
During the interview we will also:

· Check whether there is any way of increasing your income and if so, assist you to follow this up.

· Check whether debts can be challenged, e.g. if they are not in your name, are out of time or the agreement has been drawn up incorrectly. 

If we think that there could be other suitable options such as bankruptcy for dealing with your debts, then we will discuss these with you. 
When do you contact your creditors?
· If there is money available to make offers of repayment: As soon as your financial statement is ready send this along with your covering letter (please see suggested draft on page 12). Send these ‘offer letters’ out immediately. It is better to enclose the first payment or give a specific date when payment will start rather than wait until you hear your offer has been accepted. This will show your creditors that you are serious and will get you into the routine of making payments.  
· If there is no money available to make offers of repayment: you will need to send letters to your creditors with your financial statement, explaining your present circumstances. There is a suggested draft on Page 13. Some creditors will accept a ‘nil’ payment until things improve, others require a token payment. 

Will you need to keep coming back to see us?
Once your creditors have accepted your offers and you are making the payments regularly, then there is no need to come back unless there are problems.
Sample Letter 1


‘Holding’ Letter to Non-priority Creditors
  Your address










    Date

WITHOUT PREJUDICE

Name of creditor

Address of creditor

Dear Sirs

Re.

Name of Account
    and

Account Number

With reference to the above account, I am writing to advise you that I am experiencing financial difficulties at present.   If you wish, add “This is because........ (for example) I was made redundant on ........ and am now claiming benefits.”

I have been to my local Citizens Advice Bureau for help and they have suggested I write to you for the current balance of my account.  This will enable me to draw up an accurate statement of my financial affairs.  I will then, with the help of the CAB, calculate repayment offers on a pro-rata basis.

In the meantime, I would appreciate interest charges being frozen on this account to enable me to clear the debt as soon as possible.  If it is a credit or store card debt, add...... I enclose my cut-up card(s) and request you to cancel my agreement.
I trust that you will take no further action on this account until this information is received and a financial statement produced.
Thank you for your assistance in this matter,

Yours faithfully

Your signature
Your name

Sample Letter 2


‘Offer’ Letter to Non-priority Creditors
 Your address










    Date

WITHOUT PREJUDICE

Name of creditor

Address of creditor

Dear Sirs

Re.

Name of Account
    and

Account Number

With reference to the above account, I am enclosing my financial statement which has been drawn up with the help of my local Citizens Advice Bureau.
As you will see, at present I can afford to pay £......... per month.

I shall start paying this amount immediately / or please find enclosed the first payment/ or I will make the first payment on ........ , as a sign of my good intent.

If interest is being added to the account, I would appreciate it if this could be frozen to give me a realistic chance to pay off the debt.

Please be kind enough to confirm that this offer is acceptable.  If you wish, add.......and supply me with a paying-in book/ standing order/ direct debit form....... (as applicable).
Thank you for your consideration in this matter,

Yours faithfully

Your signature
Your name
Sample Letter 3



‘No Money’ Letter to Creditors

Your address

Date

WITHOUT PREJUDICE

Name of creditor

Address of creditor

Dear Sirs

Re.

Name of Account
    and

Account Number
With reference to the above account, I am enclosing my financial statement which has been drawn up with the help of my local Citizens Advice Bureau.

As you will see, at present I cannot afford to pay anything. I would be grateful if you could review the situation in six months time/ (However, I will offer to pay a token payment of £........ per month as a goodwill gesture

I shall start paying this amount immediately / or please find enclosed the first payment/ or I will make the first payment on ........ , as a sign of my good intent.)

If interest is being added to the account, I would appreciate it if this could be frozen to give me a realistic chance to pay off the debt.

Please be kind enough to confirm that this offer is acceptable.  If you wish, add.......and supply me with a paying-in book/ standing order/ direct debit form....... (as applicable).
Thank you for your consideration in this matter

Yours faithfully

Your signature
Your name
Household Income:
	Wages
	

	Your net wages
	£

	Partner’s net wages
	£


	Benefits and Tax Credits that you and/or your partner receive
	

	Income Support
	£

	Jobseekers Allowance
	£

	Employment Support Allowance/Incapacity Benefit
	£

	Statutory Maternity Pay
	£

	Maternity Allowance
	£

	Child Benefit
	£

	Working Tax Credit
	£

	Child Tax Credit
	£

	Disability Living Allowance/Personal Independence Payment
	£

	Carer’s Allowance
	£

	Attendance Allowance
	£

	State Retirement Pension
	£

	Pension Credit
	£

	War Pension
	£

	Widows Pension/Bereavement Allowance
	£

	Industrial Injuries Benefit
	£

	Housing Benefit
	£


	Occupational Pensions
	

	Your net Pension
	£

	Partner’s net Pension
	£

	Maintenance / Child Support
	£

	Income from non / dependents / lodgers
	£

	Any other income
	£


Expenditure:
	Essential Expenditure
	

	Rent
	£

	Mortgage
	£

	Additional Mortgages
	£

	Secured Loans
	£

	Council Tax
	£

	Gas
	£

	Electricity
	£

	Oil / Other Fuel
	£

	Water
	£

	House Repairs
	£

	Ground Rent / Service Charge
	£

	Endowments or Mortgage Protection
	£

	Buildings Insurance
	£

	Contents Insurance
	£

	Life Insurance
	£

	Pension
	£

	TV Licence
	£

	Court Fines
	£

	Child Support
	£

	Child Care Costs
	£

	Adult Care Costs
	£

	Hire Purchase 
	£

	Other
	£

	
	

	TOTAL
	£


	Housekeeping
	

	Food / Milk
	£

	Toiletries / Cleaning
	£

	Laundry / Dry Cleaning
	£

	Newspapers / Magazines
	£

	Cigarettes / Sweets / Alcohol
	£

	Children’s Pocket Money
	£

	Clothing / Footwear
	£

	Pet Food
	£

	Other
	£

	
	

	TOTAL
	£


	Travel
	

	Public Transport
	£

	Taxis / Other Travel
	£

	Road Tax
	£

	Fuel
	£

	Vehicle Insurance
	£

	MOT / Repairs
	£

	Breakdown / Recovery
	£

	Other
	£

	TOTAL
	£


	Phone
	

	Home Phone
	£

	Mobile Phone
	£

	Other
	£

	
	£

	TOTAL
	£


	Other
	

	Health
	£

	Health Insurance
	£

	Repairs and Home Maintenance
	£

	Hairdressing
	£

	Pet Insurance / Vet Bills
	£

	Cable / Satellite / Internet
	£

	Appliance (e.g. TV) Rental
	£

	School / Work Meals
	£

	Lottery and Pools etc.
	£

	Hobbies and Leisure
	£

	Gifts (Inc. charitable donations)
	£

	Other
	£

	TOTAL
	£


Creditor List 
Name: 

Address: 

The attached budget shows that I have a total income of £……………….

My total household expenses are £………………………………………..

My disposable income, therefore is £……………………………………..  which is being offered to my creditors to repay my debts. 

I have priority creditors:
	Name of Creditor
	Amount of Arrears
	Agreed Repayments

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


My non-priority creditors and the repayments I would like to offer are: 

	Name of Creditor
	Amount Outstanding
	Repayment Offer

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Free Debt Advice is also available from these organisations:                     
(Please Note: we will refer you to National Debtline if your most suitable option is to take out a Debt Relief Order)
National Debtline:
· National Debtline is a national telephone helpline which gives free advice to people with debt problems. Specialist advice is given by telephone and a self-help pack is sent to the client.  If it is appropriate, it can refer the client to a company offering free debt management plans (DMPs).

· National Debtline has a factsheet about its DMP scheme which can be downloaded from its website at www.nationaldebtline.co.uk.

· The contact details are:-

National Debtline
Tricorn House
51-53 Hagley Road
Edgbaston
Birmingham
B16 8TP


Freephone: 0808 808 4000 (Mon-Fri 9.00am-9.00pm; Sat 9.30am-1.00pm; 24-hour voicemail to request an information pack)   

Fax: 0121 410 6230
Website: www.nationaldebtline.co.uk
Step Change Debt Charity:
· Step Change is a charitable organisation funded by the credit industry to provide free credit counselling to people in the UK. It offers an initial interview by telephone or in person and then reviews the client's debt history and provides a recommendation. This can include a debt management plan, which is administered by Step Change. 

· The contact details are:-

Step Change
Wade House
Merrion Centre
Leeds
LS2 8NG


Freephone: 0800 138 1111 (Mon-Fri 8.00am-8.00pm; Sat 8.00am-4pm)
Website: www.stepchange.org
Payplan:
· Payplan is a company which provides a free debt management service to people in the UK. It is independent and is funded by the credit industry. It will arrange a debt management plan for those who have assets to repay their debts. It will assess the financial position of the client, suggest a repayment plan and approach the creditors with it. The client then pays one monthly payment to Payplan, which pays each of the creditors. 

· The contact details are:-
Payplan
Kempton House
Dysart Road
Grantham
NG31 7LE

Freephone: 0800 280 2816 (Monday to Friday from 8.00am to 9.00pm; Saturday from 9.00am to 3.00pm) 

Email: available through a form on the website
Website: www.payplan.com
Papers/Information to bring with you: Please tick the boxes to show which items you have brought:
Money coming in:
	Pay/wage slips for you and your partner (If self employed, please provide recent accounts or other documents confirming net income). 
	

	Benefit award letters for benefits/State Pensions/ Pension Credits/ Tax Credits (official letters)
	

	Housing Benefit decision notice
	

	Occupational/personal pension payment slips
	

	Maintenance or Child Support payments confirmation (e.g. recent letters from CSA or a copy of recent bank statement)
	

	Any other income  (e.g. from lodgers or grown-up children living with you)
	


Regular payments out: 
	Rent card, statement or tenancy agreement showing current rent
	

	Mortgage statement or bank statement showing current payments
	

	Confirmation of mortgage endowment payments
	

	Confirmation of ground rent or service charges
	

	Any other secured loan statement of payments
	

	Council Tax bill for current year
	

	Confirmation of insurance payments
	

	Electricity and Gas bills (for the past 12 months if possible)
	

	Water and sewerage bills (for the past 12 months if possible)
	

	Telephone and mobile phone bills
	

	Confirmation of Pension and/or Life Insurance payments
	

	TV Licence showing current payments
	

	Confirmation of TV/ Video rental and/or Sky/ Cable costs
	

	Confirmation of any adult or child care costs
	


People you owe money to:
	Rent/Mortgage Arrears (letters or Court Papers)
	

	Council Tax Arrears/Bailiffs’ Letters
	

	Gas/Electricity/Water/Sewerage Arrears (letters, bills or statements)
	

	Child Support/Maintenance Arrears (letters, Court Papers)
	

	Unpaid Fines/County Court Judgments (Court Papers, bailiffs’ letters)
	

	Hire Purchase Arrears (letters, statements, bailiffs’ action)
	

	Unpaid Telephone Bills
	

	Unpaid Bills to local traders or professionals
	

	Bank Loans and Overdrafts/ Credit Loans and Agreements/ Credit and Store Cards/ Catalogue and Mail Order/ Doorstep Lenders eg. Provident, (even if  you’re not  behind with the payments)
	

	Any letters from Debt Collection Agencies or Solicitors
	


Original Agreements: The paperwork you signed for taking on the following:

	Tenancy Agreement
	

	HP Agreement
	

	Bank Loans or Overdrafts
	

	Unsecured Credit Loans/ Credit Agreements/ Credit and Store Cards/ Catalogue or Mail Order Accounts/ Doorstep Loans eg. Provident
	

	Secured loan agreements
	



