5 Spending money and budgeting

This section explains different ways of spending and managing your money and will show you how you can use budgets. 
To have a budget means to manage your spending so that it is not more than your income. It should help you to balance your money.

Choose from any of the following:
5.1. What am I spending my money on? 

5.2. Budgeting 

5.3. What happens if I don't pay? 

5.4. Paying the bills 

5.5. Help - I'm spending too much! 

You may also want to take a look at our ‘Where money goes’ and ‘Financial records and information’ sections.

5.1 What am I spending my money on? 

How much do you think you spend on each item below?

· Rent

· Gas /Electricity

· Water

· Food

· TV Licence

· Satellite/Cable TV

· Alcohol/Tobacco

· Credit Cards

· Store Cards

· Travel

· Children

· HP/Catalogue Shopping

· Entertainment

· Leisure/Hobbies

· Special occasions (Christmas)

· Anything else

Now what do you really spend?
Revise your list by checking your bills. For more information on how to start a record of your spending you could also see ‘Keeping track of records - home book keeping.’

Taking care of the pennies - small items

[image: image25.png]


[image: image1.png]



Example cost in pounds
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Example cost in pounds
Breod (4 imes & week) 080x

Mk (once o dey) 040

Sweet (5 times o week)

4 sonduich (5 imes o week) 1,99 x
Newspaper (5 times o week)

Crips (twice a week) 100

Tea or Coffee (5 cups a week)

A stamp ( 3 0 week) 027 x

An emvelope (3 a week) 020x





Make a list of the big things that you spend money on. You can use the example shown below to give you an idea.
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Car costs

Example cost in pounds
New Tyres 160.00
An MoT .00
Car Tox 160.00
Cor Tnsurance 165.00
ToTAL

FOR YEAR 520.00

£520.00 divided by 52 = £10.00





Car costs

£520.00 divided by 52 = £10.00

In this example a good amount to put aside for car costs would be £10 a week, possibly even a little more if you can afford it to cover unexpected repairs.
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Clothing

Example cost in paunds

winter caat 0.0

Toshirts 000

A pair of eans 000
A pair of shoes 50.00

‘Socks and underwear 30,00
A warm jumper. 000
260.00

£260.00 divided by 52 = £5.00





5.2 Budgeting
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Think about which items are most important. And remember – they can only spend the money they have. So if they spend more than £200 they are not keeping their budget and they will get into debt! Try to decide if they really need something. To find out more about that you can take a look at the section below;
’Things that I need – things that I want.’

Choose 8 of the 10 items you feel are most important and write them down on the right side. See how you manage to balance their budget and what happens when you can't pay for everything. Remember, they have £200 to spend!
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Council tax | £12 [

Waterrates | £5 |

Gas | £10 |
Electricity | =10 |

Phone | &5 |
TVicence | £2 |

Children | £20 |
HPlcatelogues | £5 |

Food | 230 Total £





To find out what happens if you can’t or don’t pay your bills, take a look at the section ‘what happens if I don’t pay?’
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Add up all the income on the one side, and all the spending on the other side. To keep a positive budget, you have to make sure that your income is more than your spending.

[image: image8.png]INCOME

Benefits1:
Benefits2:

Wages1:

Wages2:
Other1:
Other2:
Other3:
Other4:
Other5:

OUTGOINGS

0.00

Balance: £




 

To draw up a more detailed budget for yourself try our Budgeter in the Workshops section.
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Planning for the unexpected
Sometimes life throws up things that we didn't expect. Perhaps something needs replacing or repairing, or there may be an emergency. Lots of things can stop a budget from working. Keeping insurance as a priority expense may protect us against some situations such as burglary, loss or accidental damage. It is also a good idea to put a bit of money set aside for a rainy day.

Robbing Peter to pay Paul

The most important expenses are the ones which:

· keep a roof over your head (rent, mortgage, secured loan) 

· keep you out of prison (Council Tax, court fines) 

· keep you warm, fed and clothed. 

You should try and avoid juggling payments. If there isn't enough money to go around and you have done all that you can then you should seek further help from an advice centre (e.g. the Citizen Advice Bureau). You could also see our Dealing with debt page in the Implications of finance section.
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Before you rush out and get that loan remember that a loan this Christmas may mean less money next Christmas.

If you have to get a loan look carefully at how much it will cost overall and how much you have to pay each week. 

5.3 What happens if I don’t pay?
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Find what happens if you don’t pay:

If I don’t pay my mortgage: You would get evicted or your property would be repossessed

If I don’t pay my Council Tax: Involvement of bailiffs/attachments of earnings, you might go to prison

If I don’t pay my gas or electric bill: you will get cut off

If I don’t pay my phone bill: you will get cut off

If I don’t pay my TV licence: You will have to pay a fine, or may go to prison if it is not paid

If I don’t have enough money for food- your health would suffer

If I don’t have enough money to get to work: you would lose your job

If I don’t pay a secured loan secured on my house: You would lose your house

5.4 Paying the bills

Paying the bills

Besides paying for your accommodation you also get regular bills for services such as water, gas, electricity, telephone and Council Tax. Paying for the bills might use most of your income.

This section covers:

· different ways of paying your bills 

· how to make a weekly budget for paying your bills 

· what to do if you cannot pay the bills 

· gas and electricity bills and meter readings. 

Different Ways of paying your bills

Prepayment meters

If you have problems paying for gas or electricity you may have to have a special meter fitted. 

· You will either have to buy cards to put into the meter or use a special card that tells the meter that you have made a payment.

· Electricity or gas bought using a prepayment meter costs more.

· You may be without electricity or gas if you have no money.

· Quarterly bills

Usually bills are sent every 3 months (every quarter).

· This can mean that there is a lot to pay at once.

· You will usually be sent a reminder if you don't pay the bill when it comes. 

· It is a good idea if you are budgeting to put money to one side so that you can pay the bill when it comes.

· Keep your old bills so that you have an idea of how much to save.

· Regular payment plans

Companies will usually accept regular payments. These can be made at the post office or at a bank.

· You can set up a plan with the company to pay weekly, fortnightly or monthly. 

· You will be given a card or payment book. You can use these to make payments.

· If you miss payments the company may be reluctant to set up another plan.

· Paying by monthly direct debit

This can be the cheapest way to pay a bill, but only if you have enough money in a bank account.

· You have no control over how much is taken out of your account.

·  You should be told how much is going to be taken in advance.

· The amount taken can change from month to month. 

This may not be the best option if you are trying to work out a budget.

· Paying by standing order

With a standing order you tell the bank how much to pay and when.

This makes it easy to plan a budget. 

· Some companies don't accept standing orders. They have to estimate how much your bills will be and may be worried that they won't get enough money.

· If there isn't enough money in your account to pay the standing order you will be charged by your bank.

Making a weekly budget for paying your bills
To keep a budget it is important that you know how much you have to spend on your regular bills. It can be hard to work out how much we spend on bills each week because:
· At different times of the year we may use more gas, water or electricity. 

· We might pay bills weekly, fortnightly, monthly, quarterly or every six months. 

Quarterly bills: Quarterly means that every quarter of the year there is a bill. A quarter means one out of 4 – so if you divide 12 months (of a year) by 4 = 3 months. So a quarterly bill covers a period of 3 months and comes 4 times a year.

· Many bills are sent every 3 months (every quarter). 

· This can mean that there is a lot to pay at once. 

· You will usually be sent a reminder if you don't pay the bill when it comes. 

· It is a good idea if you are budgeting to put money to one side so that you can pay the bill when it comes. 

· Keep your old bills so that you have an idea of how much to save. 

So how can you budget to put enough money aside every week?

First you have to multiply by 4 – this is to find out about how much you have to spend per year. Then you will divide that amount by 52 – because one year has 52 weeks.

Example:
My last gas bill was £147 for a quarter.
£147 x 4 = £588 (This is the amount for a year)
£588 divided by 52 = £11.31 (to the nearest penny)
I should save £11.31 a week for gas.

Work this out for yourself. 
My last electric bill was £65 for a quarter. How much should I save weekly? You can use our pop-up calculator for that.

Does your answer sound reasonable?

Monthly bills: You can convert monthly bills as well so you can make a weekly budget. Because one year has twelve months, you have to multiply the amount by 12 and then divide it by 52 to get the weekly amount you should save.

Example:
My last electricity bill was £20 for a month
£20 x 12 = £240 (this is the amount for the year)
£240 divided by 52 = £4.62 (to the nearest penny)
I should save £4.62 a week for electricity.

What if I can’t pay the bills?
If you make your own budget it can help you to manage your money so you have enough to pay your bills. Nevertheless, it might happen that you can’t pay the bills.

Spreading the cost of payments can take away the pain of large bills. If you have a bill that you can't pay then phone your supplier and speak to one of their advisers. They will give you a number of options.

Remember when you phone to:

· Allow plenty of time – it can take a long time to get connected. 

· Be patient and polite – the person who answers the phone is just trying to do a job. 

· Have everything to hand – you will need paper and a pen as well as any bills or letters that you have been sent. 

· Make a note of when you called, who you spoke to and what was agreed. 

If you owe money you may be asked to pay more than you can afford. Make a list of the money you have coming in and the money you are paying out. Have this in front of you when you call or write. Explain any difficulties that you have been having.

If you are still being asked for too much ask for any action to be put on hold to allow you time to go to an advice centre, such as the Citizens Advice Bureau. In the meantime keep paying as much as you can.

Gas and electricity bills and meter readings
Before you get your gas or electricity bill, the company should take a meter reading. They do not always do this and may estimate your meter reading – they are guessing how much you have used. This estimate is very likely to be more than you actually used, so you should make sure you do the meter reading, you can tell them to get an estimate corrected. 

Take a look at the meters below: most meters show numbers, although some will have dials.
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If you want to find out more about how to read meters you can take a look at the section ‘How to read meters’.
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Changing gas or electricity companies
Because there are now lots of companies that can supply electricity, gas or telephone services it is easy to get in a muddle about who to pay.

· When you change companies it takes a while to sort everything out. 

· If you are trying to budget think very carefully before changing suppliers.

· If you want to change companies ask the new company how you should make payments. Also check to make sure you won't be charged if you make payments at a post office.

· If you pay the wrong company you should tell your supplier what has happened. They should be able to sort it out, but this may take a long time. 
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[image: image17.png]Buying food at a supermarket can be a lot cheaper than using a local
shop. It may be a problem to do this if you don't have transport or
don't have enough room to store food.

Do you have a friend or neighbour who can shop at the same time?
You can share taxi costs or take advantage of special offers such as
two for the price of one.

Named brands are often more expensive than supermarkets own
labels, though they may be exactly the same!

But remember, not everything is cheaper at a supermarket. Fresh
fruit and vegatables in particular are often more expensive in a
supermarket than at a small greengrocer's or a market stall. So if you
can, try to buy all your fresh produce from a local market.




[image: image18.png]Many of us, when we feel depressed or under pressure, buy
things that we don't really need, just because it makes us feel
better. The good feeling only lasts a short time - it is like a
drug. It is possible to get addicted to shopping in the same
way that it is possible to get addicted to taking a drug.

If you think that you may be a 'shopaholic', see your doctor

and tell them how you have been feeling and what you have

been doing. They should be able to help you or may know of
self-help groups set up by people with the same problem.




[image: image19.png]Drink or drugs may provide a temporary escape but as well as
health problems they can also cause severe, ever-deepening
money problems. It is possible to get free and confidential help
and advice. Advice and support services are usually advertised in
doctor's surgeries; you can also find them listed in the phone book.

Be realistic about how much you spend on cigarettes, drugs or
alcohol. Keep it in your mind how much easier it would be if you
had that money to spend on other things.




[image: image20.png]It’s very tempting to think you can solve all your money problems with
a big win on the horses, or by winning the National Lottery.

But gambling won't help with your financial situation unless you're
very, very lucky - in fact it will make you worse off. You could have
spent the money you used for gambling on something else, after all.

Sometimes gambling can become an addiction, just as drinking, taking
drugs, or even shopping can. If you think you might have a problem
with gambling you can contact Gamblers Anonymous for help




[image: image21.png]When you borrow money you make a
promise to pay it back. If you know

that you can't afford to pay it back
before you borrow it then you may
be accused of fraud.

Borrowing more money when you
already owe a lot is more likely to
cause problems than solve them.

Many companies offer loans to
consolidate debts. Often they will
want to secure these against a
property. This will put your home
at risk. Even if the loan is not
secured you will pay a lot more in
the long run. Don't rush into anything.

Other companies promise to help you to sort out your debts. They
charge for a service that is provided free by an advice centre such
as the Citizens Advice Bureau (CAB). If debt is a problem then
contact the nearest CAB or other advice centre for free advice.




[image: image22.png]One of the biggest expenses can be keeping
a car on the road. It isn't just the petrol that
you have to think of, but also tax, MOT,
insurance, repairs and parking fees.

You may want to ask yourself:

© Do I really need the car?
© Are there any alternatives such as bus or train?
© Should T get a smaller or cheaper car?

If you have a car on hire purchase you cannot sell it - the car doesn't
belong to you until it is paid for. If the car is repossessed you may still
be left owing money. It may be that you have no real choice but to
keep the car. The finance company may be prepared to accept reduced
payments as they may lose out if they repossess.




[image: image23.png]A good way of reducing your monthly bills s to reduce the amount you
spend on gas and electricity.
You can do this by improving the fuel efficiency of your home. Things
to consider include:

© double glazing - are all your windows double-glazed? Double
glazing reduces the amount of heat lost through windows, meaning
you can have your heating on a lower setting, or use it less often

© draught excluders - add draught excluders or draught stripping
to doors and windows

© loft insulation - having your loft properly insulated can save you
as much as 20-30% on your heating bills

© wall insulation - if your home has cavity walls, adding cavity wall
insulation can reduce the heat lost from your home by as much as
30%. For solid walls internal insulation can reduce heat loss by
almost as much



[image: image24.png] immersion tank jacket - make sure your hot water tank is
properly insulated, to keep the hot water hot for longer

© turn things off - always turn off electrical appliances when you're
not using, and turn off lights when you leave a room

 low-energy light bulbs - using low-energy light bulbs can save
you as much as £35 per bulb over its lifetime (they last for about
8,000 hours of use, which is eight times more than a conventional
bulb).

Some of these measure, such as installing double-glazing or insulating
the loft, can be quite expensive.
However, you may be able to get a grant from your local council or
from the EAGA partnership.




When we work out how much we spend it's often the little things that we ignore.


Make a list of all of the little things that you spend your money on. 


You can use the list below to give you an idea of things that you may spend money on.








From this list you can see how easily you can spend more than you think you do.


Some of the things in the list you may buy more than once a week. Then the pennies really start adding up. 


This is just a guide – everyone spends money differently. Try making a note of what you buy and how much it costs. If you can, do this for a few weeks. That way you won't forget the pennies.








Example:


If you don't have much money it may be best to put a little bit of money aside so you can afford these things when you need them.


To work out how much to put aside divide the yearly amount by 52. The year has 52 weeks, so if you divide the amount by 52 you will find out how much you should put aside weekly.








Clothing�£260.00 divided by 52 = £5.00


In this example a good amount to put aside for clothing would be £5 a week.








Budgeting means managing your spending so it is not more than your income. So, if you have £200 of income a week you should try not to spend more than £200. Before looking at your own budget try this one for fun.


Mr & Mrs Smith's budget�Mr and Ms Smith have one child of school age and a weekly income of £200. Which of the following items would they need to budget for? 








Activity: Now fill in your own details: �You can add your own headings next to 'other1' etc on the 'income' column and also name your own headings under the 'outgoings' column. 








Activity: Things that I need – things that I want


Everybody needs a roof over their head as well as food and clothes.





There are also other things that you might need as well as those you think you need. Try to make a priority list by filling in the sheet on the right– put the things that you need the most top and the things that you want but may not need bottom.


So what do you need?


�





you also need electricity, water, a telephone, you need to pay the Council Tax and the TV licence. It is illegal to have a TV and not pay the licence!





You do not only need a place to live and food;





What about Christmas, birthdays and holidays? �The special times in life are also the most expensive. Try to spread the cost over the year. In January it may be a long time until next Christmas but there are some bargains in the sales. The important thing to remember is that your children won't be happy if they have nowhere to live! Presents don't have to be expensive and they should never be prioritised over rent, mortgage or other important expenses.





As a consumer and customer you have certain rights, but you also have responsibilities. There are more details in our � HYPERLINK "http://www.moneymatterstome.co.uk/8-Consumer-rights-responsibilities/Default.htm" �Consumer rights and responsibilities� section.��If you live somewhere you use services. You use electricity and/or gas and you need water. If you are using these services you have to pay for them.��Below we give you some examples of what can happen if you don’t take your responsibilities seriously and pay your bills.





Is the bill right?


A bill should show the current meter reading, the last reading, the number of units used, the cost per unit, any standing charge or service charge and the total amount payable.


Example��The bill in this example is £19.30.


Look at your last gas or electric bill (not a reminder – it won't have the readings on it).


Can you see how the bill is worked out?


Do you have to pay a service charge or standing charge?


Was the bill based on an estimated reading?


Can you work out what the bill should be? 








Tip: Remember to keep an eye on your bills. Changing companies to get a short-term benefit is not always best value in the long term.





5.5 Help - I'm spending too much! 


It's easy to overspend. Running a home uses a lot of money. Here are a few handy hints for taking the pressure off. You might also like to take a look at the section � HYPERLINK "http://www.moneymatterstome.co.uk/9-Implications-of-finance/default.htm" �Dealing with debt�.


Here are some things to think about which might save you money.











