          FREE TIPS – HOW TO BUDGET
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	Welcome to our Budgeting Advice pages. Here, you'll find detailed, practical advice on running your finances more effectively. From managing your use of credit to shopping strategies, it's designed to help you become a little better off each month. 
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  Call   

07790 533884 

  Stay in control

·  Keep your own accounts and always check your bank statement 

·  Budget for irregular bills and expenses 

·  Use direct debits which may give you small discounts 

· Educate your family about managing money - it could save you much heartache 

· Start a regular savings plan - no matter how small the amount 

· Seek help immediately if debts start to build up 
	Why Budget?

· Budgeting gives an accurate picture of your financial position. It will almost certainly demonstrate that money is not being spent according to the priorities and will highlight where changes in spending habits can be made and, possibly, where savings can be made. 

· Budgeting also helps make money go further. The fundamental aim of Budgeting is to ensure that basic needs are met and that, where necessary, steps are taken to get you out of debt. 

· A budget can be a very effective brake on large impulse spending. 

· Budgeting can help prevent the running up of debts to the point where contractual payments can no longer be maintained. 

· It will help to reduce stress levels. 

Evaluate your standard of living. Advertisers are constantly telling us that, as consumers, we should happily gratify ourselves today with no thought of tomorrow. Following this route exposes you to enormous risks, particularly if you use credit to finance your standard of living. 

As millions of people have eventually found out to their cost, there are no longer many, if any, guaranteed jobs for life. When evaluating how you live you need to think about what you would do if your circumstances changed dramatically. 

Develop some form of cushion to help cope with a negative change in circumstances rather than spending to the limit. 

Set out your financial goals - these may include such things as a pension, savings accounts for the children, etcetera. Then prioritise these and try to establish how long it will take to reach these goals. Bear in mind that all your goals will not be achievable immediately, but you may need to start planning for them now. 

If you feel your situation is spiralling out of control, start to buy everything on a cash basis. 

When you are thinking of buying something that is non-essential ask yourself whether it is something you or your family really need or whether it is something you just want. 

Don't be afraid to haggle over prices, especially if you are paying cash. A cash customer is in a much stronger position to bargain than a credit customer. 


Preparing a Personal Budget

Having a budget that details all your income and expenditure will help you to maintain control of your finances and, if necessary, help to illustrate the problems you may be having to your creditors. 

Step 1 - Start with the reality of your current situation 

Keep a record of everything you spend money on to complete an accurate picture of your monthly expenditure. 

Make a conservative estimate of your annual income and divide it by 12 to get a monthly figure. 

You also need to work out expenses that do not necessarily occur every month, such as insurance, holidays, car repairs, vet bills etcetera. Estimate how much you spend on these each year and then divide by 12 to determine your monthly cost. 

Step 2 - Complete a monthly budget 

The information below will give you a good idea of what needs to be included. 

	MONTHLY INCOME:

	

	Your basic salary

	Partner's basic salary

	Guaranteed overtime

	Pensions

	Child Benefit

	Income Support

	Tax Credit

	Other benefits

	Maintenance

	

	TOTAL INCOME £

	

	MONTHLY EXPENDITURE:

	

	Commitments
	Everyday Spending
	Occasional

	Mortgage / Rent
	Food & sundries
	Christmas

	Water
	Pocket money
	Birthdays

	Ground rent
	Childminder
	Holidays

	Service charge
	Toys & books
	Car repairs

	Council tax
	Pet food
	House repairs

	Property insurance
	Laundry
	Decorating

	Contents insurance
	Chemist
	Replacement

	Electricity
	Parking
	Furniture

	Gas
	Public transport
	Vet bills

	Oil
	TV rental
	Clothing

	Telephone
	Video rental
	Dentist

	TV licence
	Evening classes
	Opticians

	Car MOT
	CD's
	Trips/outings

	Road tax
	Alcohol
	Meals out

	Vehicle insurance
	Cigarettes 
	Other

	Personal insurance
	Newspapers
	

	Private pension 
	Magazines
	

	Maintenance
payments
	Petrol
Other
	

	Second mortgage
	
	

	Loan repayments
	
	

	HP repayments
	
	

	Credit card payments
	
	

	School fees
	
	

	Other
	
	

	Total Commitments £
	Everyday £
	Occasional £

	

	Total Monthly Expenditure:

	Total commitments
	     £

	Total everyday spending
	     £

	Total occasional
	     £

	Grand total
	     £

	

	Balance:

	Monthly Income
	     £

	Monthly Expenditure
	     £

	Monthly surplus/deficit
	     £


If the difference between your income and expenditure is a positive amount, you have a budget surplus and have money to pay towards your unsecured creditors. If, however, you have more expenditure than income, you have a budget deficit and will need to make changes to your spending habits to find money to pay your unsecured creditors. You should also ensure you are maximising your income. You would benefit from speaking to one of our counsellors who will be able to help you evaluate your spending and make suggestions on how best to manage this situation. 

Click here to contact us. (The link will create an blank email in your Email Client).

Step 3 - Evaluate and reduce your spending 

If you have maximised your household income, the only alternative solution to increasing you budget surplus is to reduce your spending. 

The first thing to do is look at your expenses (as detailed in the step 2). Ask yourself the following 3 questions for each category: 

· Is this category absolutely necessary? 

· If not can we do with out it? 

· If not can we substantially reduce our spending? 

Once you have identified the areas where substantial reductions can be made, you will need to think of ways to actually achieve your goal. Below is a list of ideas to help you get started: 

· Housing - look for D.I.Y. opportunities and shop carefully for furniture and appliances. Take advantage of genuine sales wherever possible. 

· Transport - do what you can to use one car and perform routine maintenance yourself. If you are going to town try to use public transport. 

· Utility Bills - make sure you are with the cheapest supplier for gas and electricity. 

· Food - prepare packed lunches for work and school. When purchasing food, prepare a list and stick to it. Try to use money off coupons from papers and magazines where possible. 

· Clothing - plan your spending in advance and do not over purchase. 

· Insurance - shop around for the best deal and make sure you only get the cover your family really needs. 

· Entertainment/Recreation - draw up a list of things you and your family can do in the vicinity of your home that are cheap or completely free. Try to stick to a limit on spending money and holidays and book accordingly. 

· Savings - open a separate savings account where you can deposit the required monthly allowance for bills that do not fall due on a regular monthly basis or to deposit monthly amounts to help save for a holiday etcetera. 

Maximising Income

Maximising your income means that you are taking all the opportunities available to you: 

· To increase your earnings 

· To reduce the amount of tax you pay by making sure your tax code is correct and checking that you are claiming any tax credits you are due 

· To claim any benefits you are entitled to 

You should start by checking that you are receiving all the tax and welfare benefits that you are entitled to. 

Inland Revenue 

Information about Tax credits can be obtained from the Inland Revenue website - www.inlandrevenue.gov.uk/taxcredits/index.htm 

Welfare Benefits

Information about benefit entitlement can be obtained from your local Citizens Advice or local authority welfare rights office. Information about how to claim can be found on Benefits Agency website www.dwp.gov.uk/lifeevent/benefits/index.asp 

Other Possible Sources of Income Maximisation 

Employment - overtime. This can be useful to help clear priority arrears. 

Lodgers - but, bear in mind the following points: 

· You may need permission from the landlord or mortgage lender under your tenancy or loan agreement. 

· The effect on any benefit income. 

· Contents and/or buildings insurance policies may sometimes be affected, although this is less likely where the owner or tenant remains in the property. 

· The personal situation of a family should be carefully considered. Debt is extremely stressful and the family may not be able to cope with the additional stress of a lodger. 

Re-mortgage - if you have an amount of equity in your property you may consider selling and moving to a smaller property. This has considerable personal implications and sale/removal costs must be considered. 

Using Credit Wisely

Personal Loans

There are a number of ways to obtain a personal loan, over the Internet, replying to a letter received in the post offering credit, general advertisements or a visit to your local bank branch. Shop around and look for the best rate of interest and bear in mind that the longer the term of the loan the more you will pay. 

Overdrafts

If you need to temporarily overdraw, it is essential that you get approval from your bank before you do so, to avoid higher interest rates and charges for unauthorised lending - typically £25. 

Credit Cards

Even though they are very convenient they promote the feeling that you are not actually paying money for something you buy on a credit card. This means you can spend what you like, when you like as long as you do not exceed the agreed credit limit. However, as you approach your agreed limit, you may find that the credit card company informs you that your credit limit has been raised substantially, instead of warning you that you are nearing the limit. 

If you do not pay off the balance in full each month, you will be charged interest. As time goes by, you will be paying less of what you borrowed and more of the interest as well as being charged interest on the interest allocated to your account in the previous month. Therefore after a period of time a large amount of what you owe will be accumulated interest. 

Store Cards

Store cards work in the same way as credit cards but usually attract a higher rate of interest. Unless you receive other valuable benefits from having a store card, you would most likely gain from using a credit card instead. 

Interest Free Credit

Before signing an interest free agreement, make sure it is exactly that. It is possible to obtain interest free goods where the total value of the item you are buying is split over a period of time and you only repay the value of the goods. However, some agreements have an interest free period only for a short time and then revert to interest bearing. To be sure, it is best to ask for a quote for the total amount repayable before signing. 

Hire Purchase

The main difference between other forms of borrowing and hire purchase is that with other forms of borrowing the goods belong to you straight away, whereas with HP they become legally yours only when you have finished paying for them. If for some reason you stop paying for the goods, they can be repossessed if you have paid less than one third of the total or you can be taken to court to pay the balance. This form of credit is usually more expensive than for example a loan from your bank, also if your circumstances change for the worse during the agreement, you may lose both your goods and the money you have already paid. 

Catalogues

Many people who buy goods through catalogues pay for the items they purchase on a monthly basis. The risk with a catalogue is that during the time you're paying for the items you already have, a new catalogue will arrive and you will be tempted to buy items you don't really need. 

Secured and Unsecured Loans

One of the main factors in determining the rate of interest you will be charged when you borrow is whether your loan is secured against one of your assets - usually an item of significant value e.g. your house. If you fail to repay, the asset can be forcibly repossessed by the lender or at least they can make you sell the asset so that the amount can be reclaimed. 

A secured loan is when you offer such an asset as security to the lending organisation. The advantage here is that you will pay a much lower rate of interest than with an unsecured loan. However when balancing this out against the fact that you may lose your home if you fail to repay, the disadvantages can be huge. 

Think before taking on new commitments

Most people fall into debt through no fault of their own - often as a result of redundancy, illness or relationship breakdown etcetera. But it may be that you simply took on more credit card borrowing or interest-free loans than you could afford to repay. If so, resolve to do things differently in future. Having an up-to-date budget showing your income and expenditure will show what money you have available. Check carefully to ensure that any new commitment really is affordable before you sign up for it. 

Better still, try to save up for the things you would like to have. Don't buy on impulse. 

When it comes to the wise use of credit, being able to afford the repayments is not the only consideration. It is also important to match the repayment period to the 'useful life' of the thing you are buying. For example, if you are taking out a loan for a holiday, you don't want to be paying for it in 3 years time! 

We at TIP Consultancy have you at the forefront of any solution to your financial circumstances.

If you would like further information or to simply chat through what you have in place already – feel free to call us or e-mail.

