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Introduction

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

How this guide will help you

AtStepChangeDebtCharity,wehelppeople
withproblemdebtbygivingfree,impartial
debthelp.

Althoughdebtconsolidationcompaniesoften
promotetheirservicesasthebestwaytomanage
debts,therearemanydifferentwaystogetoutof
financialdifficulty,anddebtconsolidationisnot
alwaysthebestsolutionforeveryone.

Thisguideexplains:

•Whatdebtconsolidationis

•If consolidationisrightforyou

•Whatothersolutionsareavailable

•Howwecanhelpwithyourdebtproblem

•howyoucancontactus

Asthisguidewillexplain,youmustalwaysthink
carefullybeforetakingoutadebtconsolationloan,as
itcouldmakeyoursituationworseratherthanbetter.

Formoreadviceaboutyourdebtproblem,contactus,
oruseouronlineStepChangeDebtRemedytool.

www.stepchange.org
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Debt consolidation loans

What is debt consolidation?

Debtconsolidationisthenameforaloan
thatyouusetopayoffallyourother
unsecureddebts.

Adebtconsolidationloancanbetakenouttopay
debtssuchascreditcardsandstorecards,
cataloguesandpersonalloans.

Takingoutadebtconsolidationloanmeansthat
youwillonlyhavetomakeonemonthlypayment
ratherthanseveralmonthlypaymentstocoveryour
debts.Thiscanmakeiteasierforyoutomanageyour
financesand,intheory,makeskeepingupwithyour
paymentssimpler.

Debtconsolidationisnotthebestsolutionfor
everyone.Takingoutadebtconsolidationloancould
leaveyouinaworsefinancialsituationthanyouare
currentlyin.Pleasethinkcarefullybeforetakingout
adebtconsolidationloan.

Is debt consolidation right 
for you?

Althoughdebtconsolidationcanhelpsome
people,forothers,itcancreateevenbigger
debtproblems.

Formanypeople,paymentstoadebtconsolidation
loancanworkoutmoreexpensive.

Higherinterestrates

Itisimportanttorememberthatif youhavedebt,orif
youhavemissedpaymentsonyourdebts,thiswill
haveaffectedyourcreditrating.Youwillusuallyfind
thattheonlywayyoucanborrowmoremoneyisata
higherinterestrate.If youhavetoborrowmoneyata
higherinterestrateyouwillpaymoremoneyback
overthelifetime(orterm)of theloan.

Biggermonthlypaymentsandlongerloans

Youmayhavetomakealargepaymenttoyourdebt
consolidationloaneachmonth,oryoucouldfindthat
youarepayingthemoneybackforalongperiod.

If you’reapplyingforanykindof loanyoushould
alwayscheckhowmuchthepaymentsareeach
month,andhowmanypaymentsyouwillneedto
makeoverthelifetimeof theloan.

Debtconsolidationfees

Somedebtconsolidationloancompaniescharge
arrangementfeesandthesewillbeaddedtothe
moneyyouareborrowing,thereforeincreasingthe
amountandpossiblythetermof yourloan.

If youarethinkingabouttakingoutadebt
consolidationloanitisveryimportantthatyou
considerallof thesethings,andcarefullycheckthe
termsandconditions.

TheGovernmentandtheMoneyAdviceServicehave
moreinformationaboutdebtconsolidationloanson
theirwebsites.Visitwww.gov.uk or
www.moneyadviceservice.org.uk

www.moneyadviceservice.org.uk
www.gov.uk
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Debt consolidation loans

Secured and unsecured 
debt consolidation

Therearetwotypesof debtconsolidation
loans–securedandunsecured.

Securedandunsecuredloanshavedifferent
consequencesforyourfinancesanditisvery
importantthatyouunderstandthedifferences
betweenthetwo.

Securedloans

Asecuredloaniswhenadebtissecuredagainst
yourproperty.Takingoutasecuredloanislike
takingoutanothermortgage.If youcannotpaythe
loanback,theloancompanycansellyourproperty.
Wewouldneverrecommendthatyoutakeouta
securedloantopaybackyourunsecureddebts.

Asecuredloanisusuallycheaperthananunsecured
loan,becauselendersknowthattheycansellyour
assetsif youdonotpaythemoneyback.Asthereis
lessrisktolenders,theyareusuallyabletooffer
lowerinterestratesforsecuredloans.

Butasecuredloanismuchmoreriskyforyou.You
neverknowhowyourcircumstancesmightchangein
thefutureandyoucouldbeputtingyourhomeatrisk
withasecuredloan.

Unsecuredloans

Anunsecuredloanisalsoknownasapersonalloan.
If you’restrugglingwithyourfinancesandyoudon’t
keepupwithyourrepayments,yourcreditratingwill
beaffected,buttheloancompanywillnotbeableto
repossessyourhome.

Inthesecircumstances,youmaybeabletoreachan
agreementwiththelenderforthemtoacceptlower
paymentsorrefinanceyourloanoveralongerperiod.
Formoreadviceaboutconsolidationloansand

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

informationonotherwaysof dealingwithyourdebt
problems,pleasecontactus,oruseouronline
StepChangeDebtRemedytool.

www.stepchange.org
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Debt consolidation loans

Can you afford a debt
consolidation loan?

Takingoutadebtconsolidationloanisnot
thebestsolutionforeveryone.

If youdodecidetotakeoutadebtconsolidation
loan,youwillonlyhaveonecompanytopayback
eachmonth.However,youmaybemakinglarge
paymentstothatcompanyeverymonthandovera
longperiodof time.

If you’restrugglingtopaythedebtsyouhaveatthe
moment,youmaynotbeabletoaffordthepayments
toadebtconsolidationloan.Lookatyourincome
andexpendituretoseewhatmoneyyouhave
availableandmakesurethatyoucancomfortably
affordtherepayments.

If youcan’taffordthepayments,youwillendup
strugglingevenmoreinthefuture.Tofindoutwhat
otheroptionsareavailabletoyou,getintouchwith
ustoday. Free debt advice

FreedebthelpfromStepChangeDebtCharity
call0800 138 1111

After a debt consolidation loan

If youdodecideonadebtconsolidation
loan,makesurethatyouuseittopayoffall
yourdebtforgood.

Youaremostlikelyconsideringadebtconsolidation
loanbecauseyoucannotaffordtopaythemonthly
repaymentsonthedebtsyouhaveatthemoment.

If youdecidetotakeoutadebtconsolidationloan,
alwayspayyourexistingdebtsoffinfull.Cutupall
yourcreditcardsandcanceltheagreementin
writing,otherwiseyoumightbetemptedtoborrow
moremoney.

Beawarethatif youdoborrowmoremoneyafter
consolidatingeverythingintoonedebt,youwillhave
anevenbiggerdebtproblemthanyoustartedwith.
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Other debt solutions

If youarehavingdifficultypayingbackyour
debts,theremaybeabettersolutionforyou
thangettingadebtconsolidationloan.

Everyone’scircumstancesaredifferent,andwhat
worksforsomepeople,won’tnecessarilyworkbest
foryou.Wecanhelpyoutoidentifyyourbestway
forward.OuronlineStepChangeDebtRemedytool,
willassessyourfinancesandrecommendtheright
debtsolutionforyou.

Thissectionof theguidewilltakeyouthroughsome
of thesesolutions.Itwilllookat:

•Debtmanagementplans

•Individualvoluntaryarrangements

•Debtrelief orders

•Bankruptcy

Debt management plan

Whoisitfor?

Adebtmanagementplan,orDMP,isforthosewho
havesomemoneyleftoverattheendof eachmonth,
butnotenoughtopayalltheirdebts.

Howdoesitwork?

Athirdpartywillnormallyarrangeadebt
managementplanforyou–thiscouldbeacharity
likeus,oradebtmanagementcompany.The
organisationarrangingyourDMPwilldrawupa
proposalforyourcreditors,whichasksthemto
acceptreducedpayments.Theywillalsoaskfor
interestandanychargestobestopped.

Howcanwehelp?

Unlikefee-chargingdebtmanagementcompanies,
ourservicesarecompletelyfreeandwedon’tcharge
youforarrangingandmanagingyourdebt
managementplan.Thatmeanseverythingyoupay
willgotowardsreducingyourdebts.

Thekeytothesuccessof anydebtmanagementplan
isthatyouonlypaywhatyoucanaffordand,asyour
situationimproves,youpaythedebtoffassoonas
youcan.

If wearrangeaDMPforyouwewillmakesureyou
haveareasonableamountof moneytoliveon,so
thatyoucankeepupwithallyourhouseholdbills,
whileclearingyourdebtsasquicklyaspossible.

PleasenotethataDMPwilltakelongertorepay
debtsandchargesmayincreasethetotaldebt.The
DMPwillalsoimpactonyourcreditfile.

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

www.stepchange.org
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Other debt solutions

Individual voluntary
arrangement

Whoisitfor?

Anindividualvoluntaryarrangement,orIVA,isalegal
processforthosewithunsecureddebtsinEngland,
WalesorNorthernIreland.If youliveinScotlandyou
canapplyforaPTD,pleaseseeourwensitefor
details.

Howdoesitwork?

AnIVAisarrangedbyaninsolvencypractitioner.Your
insolvencypractitionerwillhelpandadviseyou
throughouttheprocess.Theywillassessyour
financesanddrawupaproposalforyourcreditors.
WithanIVA,youravailableincomeisusedtomake
affordablemonthlypaymentstowardsyourdebtover
anagreedperiodof time–usually5years.

Youmayalsopayalumpsumtowardsyourdebts.At
theendof theagreedperiod,yourremainingdebts
arewrittenoff.Thereisafeeinvolvedinorganising
theIVA,butthiswillbeincludedinthepayments
youmake.Creditorsrepresentingatleast75%of
yourtotaldebtmustvoteinfavourof theIVAforitto
beabletogoahead.Whenyourcreditorsagreeto
theIVAtheyarealsoagreeingtotakenofurtherlegal
actionagainstyoutorecoverthedebt,providingyou
keeptothetermsof thearrangement.

Yourinsolvencypractitionerwillcontactyouoncea
yeartoreviewyourfinances.Youandyourcreditors
willreceiveannualprogressreportsandyouwillbe
notifiedwhenyourIVAiscomplete.

PleasenoteanIVAappearsonthepublicregister
andwillimpactonyourcreditfile,thereisalsoarisk
of bankruptcyif itfails.Youwillneedtoliveona
restrictedbudgetduringtheIVA.

Howcanwehelp?

StepChangeDebtRemedy,ouronlinetool,willbe
abletotellyouif anIVAisthebestsolutionforyou.
Shouldyoudecidetogoahead,StepChange
VoluntaryArrangements,ourIVAservice,willsupport
youthroughout.YoumayalsocontactyourownIVA
providerif youwish.

Debt relief order

Whoisitfor?

Adebtrelief order,orDRO,isalegalprocedure.To
qualifyforadebtrelief orderyoumusthavedebtsof
lessthan£20,000(from2014/15)intotalandnomore
than£50leftovereachmonthafterpayingessential
livingcosts.

Adebtrelief orderisnotsuitableforanyonewho
ownsahomeorhasassetsof morethan£1,000
(from2014/15).Thislimitexcludesonecaruptothe
valueof £1,000.OnlyavailableinEngland,Walesand
NorthernIreland.If youliveinScotland,pleasesee
ourwebsite.

Howdoesitwork?

AnintermediarymustsubmityourDROapplication
totheofficialreceiver.Youwillhavetopayafeeof
£90,whichyouwillnotgetbackif yourapplication
isunsuccessful.

If yourDROapplicationissuccessful,yourdebtswill
bewrittenoffafterayear,providingyoukeeptothe
termsandconditionsof theorder.Duringthis12-
monthperiod,yourcreditorscannotchaseyoufor
payments.PleasenoteyourDROwillappearonthe
publicregisterandimpactyourcreditfile.

Howcanwehelp?

Weareoneof thefewapprovedorganisationsableto
submityourdebtrelief orderapplication.Wehavea
teamof intermediarieswhocanhelpyouwithyour
DROapplication.
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Debt solutions

Bankruptcy

Whoisitfor?

Bankruptcyisalegalprocedureforpeoplewho
cannotpaytheirdebtswithinareasonabletime.It’sa
formof insolvencysotobeeligible,yourunsecured
debtsmustoutweighyourassets,includingproperty
andvehicles.

Howdoesitwork?

If youmakeyourself bankrupt,creditorswriteoffyour
unsecureddebts,meaningyouhaveafreshstart.
However,youwillbesubjecttocertainrestrictions
duringthetermof thebankruptcy,whichisusually
12months.

Inordertofileforbankruptcy,youhavetopaya
depositof £525pluscourtfees.If thebankruptcyis
approved,creditorsmuststopcharginginterestand
arepreventedfromcontactingyouortakinglegal
actiontorecover
thedebt.

Insomecases,youareaskedtomakemonthly
paymentstowardsyourdebtsfromyouravailable
income.ThisisknownasanIncomePayment
Arrangement,andcanlastforthreeyears.

Bankruptcyshouldnotbetakenlightlyasitisabig
stepandyoumayhavetogiveupyourassets.You
shouldalwaysgetexpertadvicebeforemakingthe
decisiontogoaheadwithit.

Bankruptcymayimpactyourjobandseriouslyaffect
yourcreditrating.

Howcanwehelp?

Wecanprovideyouwithfree,confidentialdebt
adviceandfindthebestdebtsolutionforyour
situation.Wecanadviseyoumoreonbankruptcyif
youuseouronlinetool,DebtRemedy,whichwill
adviseif bankruptcyisthebestoptionforyou.

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

www.stepchange.org
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Our debt help

SCDCG02/15

Weknowdebtandunderstandthatdebt
problemscanbeverystressful.

Howeverbigorsmallyourdebtproblemis,wecan
helpyou.Wewillgiveyoualltheinformationand
supportthatyouneedtotackleitandtakethefirst
steptowardsgettingdebtfree.

Firststeps

Thesooneryoustarttodealwithyourproblem,the
better.Itisimportantthatyougetintouchwithus
straightaway.Also,putastoptoanymoreborrowing:

•Don’ttakeoutanymoreloans

•Don’tincreaseyouroverdraft

•Stopusingyourcreditcardsandcutthemup

•Don’tconsolidateyourdebtsintooneloan

•Don’tsecureanyloansagainstyourhome

How we can help

If youareworriedaboutyourdebts,make
sureyougetexpertdebthelpstraightaway.

Weprovidefree,impartialandconfidentialdebt 
advicethatwillhelpyouthroughyourfinancial 
difficulties.Wehelpthousandsof peopleeachyear 
andwewillbeabletogiveyouthedebthelp
youneed.

OuronlineStepChangeDebtRemedytoolwill 
recommendasolutionforyoubasedonyourunique 
situation.StepChangeDebtRemedywillalso 
buildyouapersonalactionplan,soyoucansee 
exactlywhereyourmoneyisgoingeachmonth,and 
begintotakecontrolof yourspendingagain.

© 2015 Foundation for Credit Counselling
Registered Office: 123 Albion Street, Leeds, LS2 8ER
Registered in England No 2757055
Registered Charity No 1016630

Contact us

OurStepChangeDebtRemedytoolisfree
andconfidential,givingyouonlinedebthelp,
adviceandsupportwhenyouneeditmost.

If youwouldprefertotalktosomeoneinconfidence,
callourfreeHelplineon08001381111toarrange
atelephoneappointment.

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

www.stepchange.org

