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 Handbook
Budgeting
Why Prepare a Budget?

Everyone budgets, don’t they?

Most households will have some sort of budget – whether it is formally written down or not. However, the increased availability of credit and the multiple ways of paying for things have increased the complexity of managing personal finances, and it is easy for people to simply lose track of the overall picture.

The need for a good budget and a regular ‘health check’ of the state of the family finances is not very high on the list of favourite things to do for most people. It can be less than straight-forward, and is sometimes seen as something to be done another day. Unfortunately facing up to the need to prepare a budget is sometimes put off until a crisis is reached.
One in three adults – or around 12.4 million people – refuse to plan their finances at all, and those that do find the time to review them set aside on average a miserly five minutes a week.

Preparing a realistic budget that reflects the means and needs of a family/household may take a bit of organising and thought, but is essential if informed choices are to be made. 

It is a great way to get finances organised and helps to take control and plan for the future.

For many people the thought of putting together a family budget fills them with dread. Where to start? What to include? Where to get the information from? Some bills are monthly – others, like Council Tax, have to be paid twice a year – or over ten months - how to deal with that? And what if, in doing the budget, I discover that I am spending more than I can afford?

Positive advantages of preparing a budget

There are many advantages of preparing a budget. Some of these are listed below:

· Gives an accurate picture of how money is being spent 

· Helps us stay in control. We can make “informed choices” which is a key element in reducing stress

· Helps anticipate problems 

· Establishes priorities and is a good basis of discussion and conversation for couples

· Helps us to reach our life goals as we can plan the financial elements of these goals into our budget
· Helps us to save
· It can help to make money go further.  Regardless of income, most people have difficulties at one time or another in making ends meet 

· Helps people to consider their needs and how they would like to spend money.  It can put a brake on impulse purchases

· It can prevent people from running up debts which accumulate interest and develop a life of their own
On the face of it, preparing a budget is a straightforward process of writing down what money is coming in and what money is going out, and hopefully discovering that income exceeds expenditure. However, things are not always quite as simple as that. The notes below and our training in Money Mentors Session 2 will enable us to draw up a budget that is accurate enough to enable decisions to be made about any changes needed to help people live within their means, or to decide that a referral to a specialist debt or financial advisor is required.
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Who should be involved in making a budget?

Before drawing up a budget it will be necessary to decide whether or not to include the income and expenditure of any spouse or partner. It is better if the budget not only includes all the household income and expenditure, but is put together by everyone concerned. This is particularly true if decisions then have to be made about changes to expenditure. 

Money issues are involved in some 70% of relationship breakdowns. The stress of worrying about money can put an enormous strain on a relationship. Sitting down and calmly setting out exactly what comes in and what goes out can help to bring order and reduce the fear of being out of control.
When a family budget reveals that spending needs to be reduced, it is important that the family understands the need to reduce spending. It is also important that they come to some sort of agreement about what can be cut out – and they need to have some understanding of the consequences of choosing to pay one bill and not another.  Not going on holiday has different consequences from not paying the Council Tax.

Making priorities

To manage money well, it is important to prioritise spending (decide which items are most important). This may vary from person to person but here is a general guide:
· First, pay the bills. Make sure the most important expenses are covered each month – for example, rent or mortgage, council tax, TV Licence utility bills (gas,  electricity and, except in Scotland, water) and the car payment
· Then pay the day-to-day needs, like food and travel

· Occasional costs come up every three months or every year. Make sure money has been put aside to pay for those

· Save some money for emergencies. Unexpected situations can occur and it is helpful to have an emergency fund

· When all these expenses are covered, the next step would be to save money for future plans such as buying a house, education, starting a family, etc.
The budget sheets we use on the training course are colour coded to help the personal budget coach check the relative priorities of expenditure. 
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e.g. housing costs, utilities 

and other important items 

Medium Priority

e.g. everyday expenditure

Lower Priority 

e.g. other expenditure


For some having a summer holiday is a must, and they will be prepared to sacrifice other non–essential spending in order to have that holiday. For others a hobby or pastime is important. For many the reality is that there is very little or no money available for this discretionary spending. Indeed once a budget has been drawn up, many people have to make tough decisions about what they cut down on, just to make ends meet.
Budgeting Top Tips

Interesting tips, tools, and services you may want to adopt to help you save extra £s!

Food
· Go food shopping at the end of the day

Visit supermarkets at the end of the day, when fresh food is often marked down in price.
· Make a packed lunch

Save yourself loads of dosh by making a packed lunch during the week. If you usually buy a coffee and a sandwich; you could be spending up to £5 a day! That’s £25 a week, £100 a month, or £1,300 a year!   
· Plan it out and shop for the month

Obviously this would only be an option to suit certain individuals, but planning your meals in advance and shopping accordingly could help you stick to financial budgets for food.
· BOGOF deals

‘Buy one, get one free deals’ can be really helpful, but don’t get caught up in hype. For example, two punnets of strawberries will perish fast, so ask yourself do you really need to buy two or three of the same item…or are you just spending money unnecessarily?
· Don’t shop hungry

Don't shop when you are hungry.  People tend to buy more, and a larger amount of the things they don't need when they are hungry, so always shop with a full stomach.  Also, prepare to dress more warmly, since supermarkets are often cold, because the cold temperature actually makes you hungry so you buy more. Furthermore, research has shown that ghrelin, a hormone is released when we are hungry, making food look tastier!
· Explore different brands

Downshifting on brands has been shown to save families 15% of their shopping bill, that’s typically £800! The supermarket comparison site mySupermarket now includes a downshift challenge section based exactly on this theory. So when you enter your shopping trolley, as well as comparing the price across online supermarkets, it gives you the downshifted option!
· Shop around

If you can spare the time; why not visit different shops to get the things you want, this strategy can save you loads. Often people will go to the supermarket to buy everything they need; however, with the likes of £1 shops and farmers markets, you may find that it is cheaper to mix it up. 
· Use a shopping list

The high cost of many items nowadays requires careful budgeting. If you carefully select your purchases and create a shopping list, you'll be able to get what you need without overspending.
· Leave the cards at home

Don't overspend! Sure, a credit card may provide convenience but it also carries the temptation to spend more than you can afford.
· Check the expiry and best before dates

Make sure you check and know the difference between best before and expiry dates; many people don’t realise that food (when stored well) can still be consumed after its expiry date. At the moment 8.3 million tonnes of food is thrown away by households in the UK every year. Reducing food waste is a major issue and not just about good food going to waste; wasting food costs the average family with children £680 a year and has serious environmental implications too.
· Buy seasonal fruit and veg

If you've ever wondered why those strawberries taste so sour or carrots completely flavorless, it's probably because they weren't in season. Seasonal food is often cheaper than out of season produce because it doesn't require anywhere near as much effort to produce.
Energy
· Turn the lights off

You could cut your lighting costs by as much as 15%, just by making sure you turn lights off in rooms and corridors that aren’t being used.
· Turn the thermostat down by 1°

Research by the Energy Saving Trust found that almost half of households in the UK have their thermostats set above this, and one in five turn theirs up to over 25°C. Turning your room thermostat down by even one degree, which the body can easily acclimatise to in a matter of days or less, would make a huge annual CO2 saving of around 300kg, as well as save 10% off heating costs!
· Upgrade heating and boiler systems

Upgrading heating/boiler systems can be costly and price from about £500 - £1,000. If it gets to the point where you’re exhausting the terms of your boiler cover, then it’s probably a sign that you should be looking around. If you decide to take the plunge, grants for energy efficient home heating may help! Furthermore, from April 2010, if you replace an old, inefficient boiler (G-rated or worse) with a modern, energy-efficient boiler or other renewable technology you will be able to claim back £400 of the cost. The government hopes this £50m scheme will help lower expensive energy bills as well as significantly reduce our carbon footprint.
· Conduct a home energy check

Comparison site uSwitch performs the widest ranging search, though Energyhelpline and MoneySupermarket are also worth a five-minute check. After that, get a quote from Direct Line as it’s not included in either comparison.
· Social tariffs/grants
The Government, energy suppliers and local authorities all provide grants to help you implement energy saving measures. The best place to start is the Government's Energy Saving Trust (EST) which lists most of these grants in one place. Just use its grant search tool or call 0800 512 012
· Duel fuel contracts

Logically, dual fuel (gas and electricity from the same supplier) should be cheaper and it often is, yet not always. During your comparison, also compare the cost of the cheapest dual fuel supplier with separate cheap gas and cheap electricity suppliers.
· Change from a key meter to bills

Whilst there are both pros and cons with both payment schemes and some households find the prepayment meter system a useful way to help them manage their budget, it is commonly accepted that almost all prepayment gas and electricity meters are set at the supplier’s most expensive tariff. That means that the least well-off in society pay the most for their energy.
· Insulate your loft

Loft insulation is an effective way to save energy and money at home. A well insulated house keeps warmth exactly where you need it - indoors. Call your local Energy Saving Trust advice centre on 0800 512 012 for free, impartial, one-to-one advice on saving energy at home.
· Double glazing

Replacing all single glazed windows with energy efficient glazing could save you around £130 per year on your energy bills!
· Energy saving bulbs

By fitting just one energy saving light bulb you can save on average £2.50 a year - and by swapping all the light bulbs in your home for energy saving ones you could save around £37 per year.

Banking
· Read the small print

Most of us are not legal experts. When applying for a bank loan or purchasing an item on credit it is tempting to simply sign the contract; however it really does pay to read the terms and conditions hidden away in the small print. Taking a few minutes to examine them thoroughly can help you avoid the unexpected shock of hidden fees.
· Familiarise yourself with financial terms

It would do you a lot of good if you could take the time to understand some of the financial terms that you come across often and advance your knowledge as you move on. By doing this, you become better placed to make sound financial decisions without having to rely on a professional every time. For some help with this and to get ahead start check out cfeb’s/FSA’s moneymadeclear (moneymadeclear.org.uk). 
· Review bank statements regularly

· Make sure that overdraft is authorised

True, cashback offers could be attractive for those who remain in credit on their current accounts. However, it could be a mistake to be blinded by the promise of cashback if you routinely go overdrawn. In some cases you can go overdrawn for a little as a penny, and end up being charged £35 for the privilege! Make sure you authorise any overdrafts with your bank…just don’t become dependent on it!  
· Choose a high interest savings account

· Choose an account that has the features you want

· Communicate with your bank/creditors

Other

· Shop out of season for clothes

Seasoned shoppers never hit the store when new clothes hit the racks. Shop for spring and summer items in the autumn, and buy your autumn and winter looks when spring rolls around. For the fashion conscious: If you pay attention to the fashion week previews, you can even shop the trends on a bargain, provided you choose looks that will be around for more than one season.
· Chuck a clothes swap party/buy second hand.

There’s nothing wrong with purchasing clothes second hand, you can find some amazing bargains’ at charity shops, bric-a-brac stalls and car boot sales. What’s more the clothes-swap movement is known as the art of Swishing and it covers a wide range of swapping. It’s easy to set up your own swapping party. Just invite as many friends or family members as you can and ask them all to bring their unwanted clothes and accessories!
· Make presents/cards for special occasions

From cards to furniture, there are tons of things you can make yourself whilst saving the pounds! Check out www.instructables.com
· Sell unwanted stuff online
Use auction sites such as eBay or Amazon to sell valuable collectibles, antiques and out of-print books to the highest bidder. However, be aware of the fees that it costs to auction such items. Use an oyster card or walk
· Loyalty cards

Never feel the shop’s giving you something for nothing, as schemes are incorporated into pricing policies. To evaluate the overall cost, consider loyalty points gained like a discount. 
· Comparison sites

From finding out the best bank account to the cheapest car insurance or food shopping; check comparison sites, they really can help you save £s. Check out moneysavingexpert.com for the best comparison sites to help you do this.  
· Don’t be solely enticed by the freebies

Whilst you should always weigh up whether something is worth buying into because of the freebies offered alongside it (e.g. student accounts), you actually can just take advantage of free stuff. Remember that to qualify as a freebie, something must not only be free to get, but it must also be sent without postage or packaging costs. While it still may be a bargain without, it doesn’t count as a freebie. Check out moneysavingexpert.com as they actually list a freebies directory!
· Keep a spending diary/calendar

Have you ever taken £20 out of a cash machine (ATM) and wondered later where it went? Start keeping a daily spending diary to keep track of where your money goes. Try it out for one week and you'll be amazed at how much you can spend on the little things like coffee, eating out and entertainment. Knowledge is power, and when you know what you are spending, you will have more control over your finances. By increasing your awareness of what goes out of your account, you will increase your sense of control over what can and can’t slip through your fingers. By reviewing what your money has been spent on, you will see where you could have cut back on ‘luxuries’, and if money could have been better spent. It is a step towards learning to manage your money better.
· Check you are getting everything you are entitled to

Is your family income under £66,350? If so, you may be entitled to benefits and tax-credits. Many are simply unaware of their eligibility, including a million plus low income pensioners who sadly fail to collect their pension credit. Yet it's easy to do a five minute benefit check up, using a special web-calculator for the under and over 60s. A rather nifty site Turn2us does the work for you: it has a regularly updated calculator that works everything out, in one go, whether you're 22 or 72. It's very simple to use: just input basic details about your personal situation, such as income, council tax bill, and your savings and it reveals what, if any, benefits you're entitled to
· What suits you best pay as you go or contract?

Some people think a pay as you go phone costs more than a contracted one. Really this comes down to lifestyle, so give some thought about which option best suits you!
· Quit smoking

For a smoker that spends £3.00 on a packet of cigarettes a day, this ends up costing £547. 50 a year! Smoking is expensive whilst also being bad for your health, and with the free NHS quit smoking helpline (0800 022 4 332) and website available (smokefree.nhs.uk) it’s never been easier to stub those cigarettes out! 
· Get some funding!
FunderFinder is one of many UK charities producing online and offline applications, mainly for grant-seekers based in the UK. Some of the things they produce are free, some cost. Funderfinder specialise in information and advice about charitable trusts and foundations that fund in the UK. If you want charitable grants for an organisation or group, their GIN application should be able to help. If you’re looking for money for yourself or someone in need use the PIN application!
· NUS cards

Exclusively for students; the National Union of Student’s provide a two NUS cards (Associate and Extra). In particular, and for a small fee, the NUS Extra Card is recognised locally, nationally, internationally and online and also incorporates the International Student Identity Card (ISIC) providing you with an additional 35,000 discounts in 116 countries worldwide, which means that your ‘Extra' card can be used both at home and abroad! You can also check how much you will actually save by investing in this card by taking a short online survey. Visit nus.org.uk for more on this.
· Check the tyre pressures regularly/avoid extra weight in the car

As well as cutting your carbon footprint and avoiding an accident, Keeping an eye on your tyre pressure (low pressure increases drag on the car and uses more fuel), taking off roof racks and de-cluttering your car (so you are not carrying unnecessary weight), not filling up completely at the pump (petrol weighs a lot!) and only using air conditioning when necessary (as it uses up an awful lot of fuel) will help cut the costs of driving.
· Get rid of the extra TV channels

Forking out extra pounds every month for entertainment can be quite a drain on the wallet! While many people cannot dream of giving up their cable television, there are ways to be entertained without it. This will save money, and give you a healthier lifestyle.


 Guidelines on Giving Money Support: produced by Credit Action
These guidelines have been produced for those who assist people struggling to manage their money.
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Credit Action has set down this policy as part of our commitment to promoting good practice. 

It is also written to ensure that volunteers giving debt advice adhere to the necessary regulatory/legislation requirements and have the necessary professional training and professional indemnity insurance. 

Debt Advice compared to Guidance – a vital difference!!
As Money Mentors we are providing guidance to those we work with, not specific financial advice!!!  This is important to understand we are not providing the necessary professional training to enable you to give advice, nor consumer credit licence and professional indemnity insurance that is required to fulfil an advisor role.
What comes under the term debt advice? 

A few examples:

· explaining the implications of the non-payment of each of a client’s debts and on this basis deciding which are the priorities;

· helping someone choose a strategy (usually to reduce or stop payments) that will minimise the effects of their debts on their financial, social or medical wellbeing by giving them impartial, independent and confidential advice which enables them to make informed choice about the options available to them;

· assisting by advice or representation with the implementation of whatever strategy is chosen;

· negotiating on their behalf, eg by writing letters to creditors;

· giving someone options on how to discharge specific debts;

· helping people with their debt problems by taking over their debts.

What would not be classed as giving advice? In which case it’s guidance
A few examples:

· helping someone to prepare a budget, eg the Budget Coach role; 

Note: when the client/couple/family have completed the budget, if BC finds their income is less than their expenditure, then any advice given on how to sort out their debts would be classed as debt advice. If someone has unmanageable debts they should be referred to a specialist debt adviser who provides free, independent, impartial advice. They will have the necessary professional training, consumer credit licence and professional indemnity insurance.

· giving general budgeting advice on how to save money or increase income:

· Can you think of ways to save money on food shopping, buy in bulk, bake your own food?
· Have you checked that you are getting the cheapest gas possible?

Note: any specific advice should be avoided as this could be classed as financial advice, eg BT are the best value for broadband  internet; I would switch to British Gas as they are the cheapest gas provider;; the best credit card is Halifax; if you need a loan go to Northern Rock, etc.

Debt Advice requirements:

If a volunteer/staff member is giving debt advice on behalf of a local money advice/debt advice centre then that centre should have already arranged the following requirements. The volunteer/staff member should check to make sure they are all in place.

If a volunteer/staff member is giving debt advice they will need to ensure that they have put the following in place before starting to give any debt advice:

1)  Consumer Credit Licence 
If you are giving debt advice then you will need a Consumer Credit Licence 

Details on obtaining a debt adjusting and debt counselling licence can to be obtained from the Office of Fair Trading. Details can be found on their web site at www.oft.gov.uk/Business/licence/default.htm
2)  Professional Indemnity Insurance
If you are giving debt advice then you need to have professional indemnity insurance.  

Many free, independent advice centres join adviceUK which links over 1000 free independent advice agencies – over 300 of these offering debt advice. adviceUK can provide professional indemnity insurance at reduced rates. adviceUK can be contacted on 020 7407 4070 or www.adviceuk.org.uk.

3)  Professional Training
Anyone giving debt advice should have the necessary skills and resources to do this. 

Any individual who is a member of a Citizens Advice Bureau or the Money Advice Association and/or whose organisation is registered with adviceUK can take advantage of Money/Debt Advice training which is run by the Money Advice Trust (MAT). It runs a number of excellent professional courses starting with a generalist Money Advice course. It also provides a full range of advanced courses, eg Debts in the County Court, Bankruptcy, Mortgage debt, Council Tax debt, Consumer Credit Act. It also has a website with lots of help and support for debt advisers. The Money Advice Trust can be contacted on 020 7489 7791 or www.wiseradviser.org . Birmingham Settlement runs a range of courses which individuals can join. It can be contacted on 0121 248 3026 or www.birminghamsettlement.org.uk.

Ongoing training should ensure advisors are kept up to date with changes in regulatory requirements, legislation changes and changes in best practice.

4) Policies and Procedures
The volunteer should make sure he/she has all necessary policies and procedures in place to ensure he/she provides a well managed service. These will include policy statements like equal opportunities, confidentiality, complaints etc. 

The Institute of Money Advice (IMA) has a code which outlines very clearly many aspects of good practice. The IMA encourages membership for individuals giving debt advice. Details can be found on its website. Contact details are:

Institute of Money Advisers (IMA)

Stringer House, 34 Lupton Street, Hunslet, Leeds, LS10 2QW

Tel: 0845 094 2384; Fax: 0845 094 2175

Email: office@i-m-a.org.uk;   Website: www.theima.org.uk
5) Data Protection
Any debt advisor keeping client records will need to register with the Data Protection Register. www.dpr.gov.uk .
6) Reference Material
There is a whole range of reference material that should be obtained. Child Poverty Action Group (CPAG) has a number of books covering debt advice, benefits etc. 

The Debt Advice Handbook 6th Edition can be ordered direct from CPAG, 94 White Lion Street, London, N1 9PF (020 7837 7979). It can also be ordered from local bookstores or borrowed from some libraries (ISBN 1-901698-66-1). 

7) Case Recording
The professional debt advisor will need effective administrative systems. These should include computers, stationary, budget packs, standard letters and case recording. There are a number of software packages like PG Debt 8, a professional programme which can be used by case workers. Details can be obtained from:

PG Computing Limited on 01295 690647 or www.pgcomputing.co.uk 

The British Bankers Association and the Money Advice Trust (MAT) have developed a common budget pack and financial statement. These can be obtained from the MAT web site www.moneyadvicetrust.org. The Common Financial statement is incorporated into PG Debt v8.

Stewardship Credit Action has also developed a range of budget sheets (some of these are in EXCEL format).

The debt advice centre will also want to monitor the effectiveness and quality of the debt advice given.

8) Referral

The advisor will need a list of contacts where he/she can get additional information to help the client on a range of topics.

He/she will also need to know local and national organisations where the client can be referred for specialist help, eg insolvency practitioners; resources for specific groups – students, retired, children, single parents etc; details of government/regulatory departments; benefits; help lines;  bankruptcy; County Court process; local support groups; local CAB, etc. 
9) Commitment to Social Policy

A professional debt advisor should not allow the same problem to affect adversely the lives of countless users or potential users, but should make known the lessons which can be learnt from his/her work to as wide an audience of policy makers as possible.
10) Money Education

Education is key to help prevent people getting into debt in the first place. Professional debt advisors will look for ways to provide education as well as cure. This is why Credit Action has produced a range of money manuals to help people manage their money better. Details can be found on our website www.creditaction.org.uk .

11) Staffing and Funding

Resources to staff the centre will need to be considered. Often this will be by volunteers who need to be recruited, trained and managed effectively.

12) Opening Times

The most important thing is that opening times are made clear and rigidly stuck to. There is nothing worse than a client turning up at a centre at the advertised time only to find it closed. 
13) Free, Independent & Impartial

Debt advice should be free, independent of creditors and impartial. To enable this funding will need to be secured to set up a debt advice centre, train advisers and fund the ongoing day to day running costs.
14) Timing
To set up a debt advice centre, put all the above into practice, and provide initial training for advisors will probably take about 9 months.
Note: NEITHER LONDON CITIZENS nor OUR PARTNERS - CREDIT ACTION, moneysavingexpert.com, or TOYNBEE HALL do provide the above (e.g. Consumer Credit Licence or professional indemnity insurance) for this course.  
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