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Introduction

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

How this guide will help you

AtStepChangeDebtCharity,wehelppeople
withtheirdebtproblemsbygivingfree,
impartialadvice.

Makingyourself bankruptisabigdecision,soit’s
importantthatyoureadasmuchinformationabout
bankruptcyaspossible.Whetheryou’vealready
decidedtogobankrupt,orjustwantsomemore
information,thisguidewillhelpyou.

Ourguideexplains:

•Whatbankruptcyisandwhoitissuitablefor,

•Howtomakeyourself bankrupt,

•Howmuchbankruptcycosts,

•Whatdebtsareincludedinbankruptcy,

•Howbankruptcywillaffectyourbankaccount,job,
home,car,business,pension,creditrating
andconfidentiality,

•Otherdebtsolutions,and

•Howyoucancontactus.

Bankruptcyisnotthebestoptionforeveryone,sowe 
mayalsobeabletohelpyouwithbetterwaysto
solveyourdebtproblems.Ouronline DebtRemedy
toolwillhelpidentifythebestsolution foryou.

www.stepchange.org
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Bankruptcy

What is bankruptcy and who is it
suitable for?

Bankruptcywritesoffallyourunsecured
debtssothatyoucanmakeafreshstart.
ThisappliesinEngland,Walesand
NorthernIreland.ForScotlandplease
seeourwebsite.

Bankruptcyisgenerallymoresuitableforpeople 
whosefinancialsituationisunlikelytoimproveinthe 
foreseeablefuture.

It’saformof insolvency,soit’sonlysuitableif you 
can’tpayyourdebtsinarealistictime.Yourassets 
maybesoldif yougobankrupt(e.g.yourhouseand 
car).Thiswillbedependentonwhattheassetsare 
worthandif theyareneededforwork.If yourassets 
areworthmorethanyourtotaldebt,bankruptcyis 
unlikelytobesuitableforyou.

Bankruptcyhasseriousconsequencesandcan 
affectyourjoborhomeanditdoesaffectyourcredit 
rating,whichiswhyit’simportanttogetexpert, 
impartialadvicebeforedecidinganything.

How do I make 
myself bankrupt?

Bankruptcyisalegalprocedure.
Inordertogobankruptyouhaveto
submitabankruptcyapplication.

Yourfinancesaretheninvestigatedbyacourtofficer 
calledtheofficialreceiver.Althoughthissounds 
intimidating,it’susuallyaverystraightforward 
process.Peopleareusuallydischargedfrom 
bankruptcyafter12months.

How much does
bankruptcy cost?

Inordertogobankruptyouwillhavetopayafee.

Thebankruptcyfeeissplitintotwoparts
–anadministrationfeeandabankruptcydeposit.

InEnglandandWales:

•theadministrationfeeis£130and
•thebankruptcydepositis£550.

InNorthernIreland:

•theadministrationfeeis£127,

•thebankruptcydepositis£525,and

•thereisasolicitor’sfeeof £7. 

If youareonalowincomeorreceivecertainbenefits,
thecourtfeemaybewaived(NorthernIrelandonly).
Whateveryourcircumstances,thebankruptcydeposit
alwayshastobepaid.

Onceyou’vepetitionedforbankruptcy,theofficial
receiverwilllookthroughyourfinancesanddecideif
youneedtopayanythingtowardsyourdebts.You
mayhavetopayamonthlycontributiontowardsyour
debtsforuptothreeyears.

Theofficialreceiverwillnotmakeyoupayanything
towardsyourbankruptcyif youcannotaffordto,and
willalwaysleaveyouwithenoughmoneytoliveon
eachmonth.

If youhaveanyvaluableitems,suchasproperty,
expensiveitemsof jewelleryorsavings,theofficial
receivermayarrangeforthemtobesold,andthe
moneygeneratedisusedtopaybacksomeof 
yourdebts.
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What debts are included 
in bankruptcy?

Mostunsecureddebtsareincluded
inbankruptcy.

Unsecureddebtsinclude:

•Creditcards

•Storecards

•Overdrafts

•Personalloans

•Catalogues

•Mobilephonecontracts

•Utilitybillarrears

Someunsecureddebtsarenotincludedin
bankruptcy.Forexample;studentloans,TVlicence,
criminalfinesordebtsresultingfromfraud.

If yougobankrupt,yoursecureddebtsarenot
included,soyouwillstilloweanyamountthatis
outstandingandhavetomeetthesepayments.

Secureddebtsinclude:

•Mortgagesandsecuredloans

•Hirepurchaseagreements

•Logbookloans

However,dependingonyoursituationyoursecured
debtsmaybeaffectedbyyourbankruptcy.For
example,if youhaveacaronhirepurchase,the
financecompanymightmakeyoureturnit.
Informationabouthowbankruptcymightaffectyour
homeisprovidedinthenextsectionof thisguide.

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org

Jointdebts

Ajointdebtisonethatyouandanotherperson
appliedfortogether.Thismeansthatyouare
bothnamedonthecreditagreement.If youhavea
jointdebtandyougobankrupt,theotherperson
namedonthecreditagreementwillberesponsible
forpayingallof thedebtbacktothecreditor.

If youhavejointdebtsyoushouldconsiderhowthe
otherpersonwillbeaffectedif theyhavetopaythe
entireamountbackbythemselves.

www.stepchange.org
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How will bankruptcy affect me?

Bankruptcycanhaveveryserious
consequencesforyourhomeandmay
affectyourjob,soitisimportantthatyou
getexpertdebtadvicebeforeyoudecide
togobankrupt.

Bankruptcywritesoffmostof yourdebts.Your
creditorswillnolongerbeabletocontactyouorask
youtorepaythesedebts.Goingbankruptisawayof
startingagainfinancially,andformanypeopleitcan
bethebestwayof dealingwithdebtsthattheywill
neverbeabletorepayovertheirlifetime.

However,bankruptcycanhaveanadverseeffect
onmanyareasof yourlifeandthesemustbe
consideredcarefully.

Yourbankaccounts

If yougobankrupt,youarestillabletohaveabank
account,butitwillbeabasicbankaccount,
soyouwillnotbeallowedanoverdraftoracheque
book.Somebanksmayallowyouabasicdebitcard.

Yourcurrentbankmaynotallowyoutoremainwith
themonceyouhavegonebankrupt(especiallyif you
owethemmoney)soyoumayhavetoopenan
accountatadifferentbank.

Yourjob

Sometypesof employmentareaffectedby
bankruptcy.If youworkinthefinancialservices
industry(forexampleinabank),orif youworkina
positionwhereyouhandlemoney,bankruptcyislikely
toaffectyourjob.Bankruptcycanalsoaffect
membershipof anyprofessionalbodies.

Youshouldalwayscheckyouremploymentcontract
orspeaktoyourhumanresourcesdepartment
tomakesurethatbankruptcywon’taffect
youremployment.

Yourhome

Bankruptcyaffectsyourhomeindifferentways,
dependingonwhetheryourentorownyourhome.If
yourentyourhome,youmaybeabletocontinue
livingthereafteryourbankruptcy,unlessyouhave
rentarrears.Docheckyourtenancyagreement,as
somehaveclausesrequiringyoutoleavethe
propertyif youdeclareyourself bankrupt.

If youownyourhome,andthereisequityinit,the
officialreceivermaydecidetosellyourproperty.
Theofficialreceiverwillalwaysgiveyoutimeto
findsomewhereelsetolive.

Free debt advice
FreedebthelpfromStepChangeDebtCharity
call0800 138 1111
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If there’snoequityinyourhouse,youmaybeallowed
tostaythere.If youhaveamortgageshortfall
(negativeequity)anddecidetosellyourhome,the
shortfallisusuallyincludedinthebankruptcy.This
areacanbecomplex,sopleasecontactusfor
furtheradvice.

Yourcar

Yourcarmaybeaffectedbybankruptcywhetheritis
ownedoutrightbyyouoryouarepayingforitthrough
afinancepackage.

If youownyourcaroutright,theofficialreceivermay
askyoutosellit,unlessitisworthonlyaverysmall
amount.If theofficialreceiverasksyoutosellyour
car,andyoucanprovethatitisessentialyouhavea
car,youmaybegivenasmallamountof moneyback
fromthesaleinordertobuyanothercar.

If yourcarisonfinance,itislikelythatthefinance
companywillendtheagreementandthatyou’llhave
toreturnyourcar.

Yourbusiness

If youareself employedyoumaybeabletocontinue
tradingafteryouhavedeclaredyourself bankrupt.If
youhavealimitedcompanyyouwillnotbeallowedto
continueasadirector.Thisisacomplexarea,sowe
recommendyoucontactusforfurtheradvice.

Yourpension

Bankruptcyisveryunlikelytoaffectyourpension
fund,butitmayaffectyouif youareat,orcloseto,
retirement.If youareworriedaboutthis,please
contactusandwecanadviseyouinmoredetail.

Yourcreditrating

Declaringyourself bankruptdoesaffectyourcredit
ratingfor6yearsfromthedateyougobankrupt.This
willmakeitdifficultforyoutoapplyforcredit.Your
Personalbankruptcyispublicinformation.Thedetails
of yourbankruptcywillberecordedontheInsolvency
Register,whichisavailabletoreadontheInternet.
However,theonlypeoplewhoarelikelytolookatthe
InsolvencyRegisterarecreditors.

Bankruptcynoticesarenotnormallyincludedinyour
localpaper.Theofficialreceiverwillonlytellthose
whoneedtoknowaboutyourbankruptcy.
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Other debt solutions

Bankruptcyisn’tsuitableforeveryone.
Theremaybeamoresuitabledebtsolution
foryou.

If yourassetsareworthmorethanthemoneyyou 
oweinunsecureddebts,orif youcanaffordtorepay 
yourdebtsoverareasonabletime,yourapplication 
mayberejected.

Wecanhelpyoudecidewhichdebtsolutionis 
suitableforyouandwe’llsupportyouonwhichever 
routeyoutake.

VisitDebtRemedy,ouronlinetool,foran immediate
assessmentof yourfinancesandtofind theright
debtsolutionforyou.Thissectionof the guide
describessomeof thoseothersolutionsand the
situationstheyapplyto.

Coveredinthissectionare:

•Debtrelief orders

•Individualvoluntaryarrangements

•Debtmanagementplans

Debt relief order

Who’sitfor?

Adebtrelief order(DRO)isavailableinEngland,
WalesandNorthernIrelandandissuitableforthose
whohavedebtsof lessthan£20,000(£15,000inNI)
andnomorethan£50leftovereachmonthafter
payingessentiallivingcosts.

Adebtrelief orderisalegalproceduresimilarto
bankruptcy.Itisnotsuitableforanyonewhoowns
theirhomeorhasassetsworthmorethan£1,000
(£300inNI),excludingonecaruptothevalueof
£1,000).

Howdoesitwork?

AnintermediarysubmitsyourDROapplicationtothe
officialreceiver.Youhavetopayafeeof £90,which
youwon’tgetbackif yourapplicationis
unsuccessful.If yourapplicationissuccessful,your
debtsarewrittenoffafter12months,if youkeepto
thetermsandconditionsof theorder.

Duringthe12-monthperiod,yourcreditorsarenot
allowedtochaseyouforpaymentsoraddinterest
andchargestothedebt.YourDROwillappearon
publicregistersandyourcreditratingisaffected.

Howcanwehelp?

StepChangeDebtCharityisamongthefewapproved
organisationsabletosubmityourdebtrelief order
application,andwehaveateamof intermediaries
whocanhelpyoueverystepof 
theway.
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Other debt solutions

Individual voluntary
arrangement

Who’sitfor?

Anindividualvoluntaryarrangement(IVA)isalegal 
processtodealwithunsecureddebtsonly.

Howdoesitwork?

AnIVAisarrangedbyaninsolvencypractitionerwho 
willhelpandadviseyouthroughouttheprocess.The 
insolvencypractitionerassessesyourfinancesand 
drawupaproposalforyourcreditors.Youravailable 
incomeisusedtomakeaffordablemonthlypayments 
towardsyourdebtoveranagreedperiod–usually5 
or6years.

AnIVAisonlyavailableinEngland,Walesand 
NorthernIreland(ProtectedtrustdeedinScotland, 
pleaseseeourwebsite).Therewillbearestrictionof 
expenditureandthereisariskof bankruptcyif the 
IVAfails.AnIVAwillappearonpublicregistersand 
willaffectyourcreditfile.Youcanalsopayalump 
sumtowardsyourdebts.Attheendof theagreed 
period,yourremainingdebtiswrittenoff.YourIVA 
canonlygoaheadif over75%of yourcreditorswho 
voteacceptyourIVAproposal.Byagreeingtothe 
IVA,yourcreditorsconsenttotakenofurtherlegal 
actiontorecoverthedebt,providingyoukeeptothe 
termsof theproposal.

ThereisafeeinvolvedinorganisingtheIVA,butthis 
willbeincludedinthepaymentsyoumake.Your 
insolvencypractitionerwillcontactyouonceayearto 
reviewyourfinances.Youandyourcreditorswill 
receiveanannualprogressreportandtoldwhenthe 
IVAiscomplete.

Howcanwehelp?

Ouronlinetool,DebtRemedy,isableto tellyouif an
IVAissuitableforyou.If youdecideto goahead,
StepChangeVoluntaryArrangements,our IVA
service,willsupportyouthroughoutyourIVA.You 
mayalsocontactyourownIVAproviderif youwish.

Debt management plan

Who’sitfor?

Adebtmanagementplan(DMP)helpspeoplewho
havesomemoneyleftoverattheendof themonth,
butnotenoughtopayalltheirdebts.

Howdoesitwork?

Adebtmanagementplanisnormallyarrangedbya
thirdparty–forexample,acharitylikeStepChange
DebtCharityoradebtmanagementcompany.The
organisationarrangingyourDMPusuallysendsa
proposaltoyourcreditors,askingthemtoaccept
reducedpaymentsandtoputastoponinterest
andcharges.

WithaDMPyoupayonlyonemonthlypayment,
whichthedebtmanagementorganisationdivides
betweenyourcreditors.

Howcanwehelp?

Ourservicesarecompletelyfreeandwewon’t
chargeyouforarrangingandmanagingyourplan.

Thatmeanseverythingyoupaygoestowards
reducingyourdebts.Thekeytothesuccessof any
debtmanagementplanisthatyouonlypaywhatyou
canaffordandasyoursituationimproves,youpay
thedebtoffassoonasyouareableto.

OurpriorityinarrangingaDMPistomakesureyou
haveareasonableamountof moneytoliveon,
meaningyoucankeepuptodatewithallyour
householdbills,whileclearingyourdebtsasquickly
aspossible.

PayingyourdebtthroughaDMPtakeslonger
becauseyou’remakingsmallerpaymentsthatyou
canafford.Creditorsmayaddinterestorcharges,
increasingthetotalyouoweandyourcreditratingis
affected.
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Our debt help

If youhavedebtproblems,weknowhow
stressfulitcanbe.

You’reboundtobeworriedandmaybefeellike
there’snowayout,buthere’sthegoodnews–we
canhelpyou.

Itdoesn’tmatterwhoyouareorwhereyoulivewithin
theUK–wehelppeoplefromallwalksof life.Wecan
giveyoutheinformationandsupportyouneedto
tackleyourfinancialtroublesandwinyourbattle
withdebt.

Don’tmakeitworse

Althoughwecanhelpyouatanystageof yourdebt
problem,it’simportantyougetintouchwithus
assoonaspossible,notleasttosaveyouanymore
sleeplessnights.It’salsoimportantthatyoudon’t
borrowanymoremoneybeforetalkingtous.So:

•Don’ttakeoutanymoreloans

•Stopusingyourcreditcards

•Don’tincreaseyouroverdraft

•Don’tconsolidateyourdebtsintooneloanand
secureitagainstyourhome

You’renotalone

Therearemillionsof peopleintheUKhaving
problemswiththeirdebts.There’snoneedtofeel
ashamedorembarrassed.Don’tpunishyourself or
worryanylonger–dosomethingpracticalinstead.
Getfree,professionaldebtadvicefromustoday.

How we can help

If youarethinkingaboutbankruptcy,or
you’restrugglingtopayyourdebts,we
canhelp.

AtStepChangeDebtCharity,wearededicatedto 
providingfreeandimpartialdebtadvice.AstheUK’s 
leadingdebtadvicecharityyoucanbeconfidentthat 
wehavetheknowledgetohelpyouwithyour
debtproblems.

Byusingouronline DebtRemedytool, youcanget
animmediateassessmentof your financialsituation
andwecanprovideemergency debthelpif you
needit.

We’llconductafullreviewof yourdebts,incomeand 
spending,andrecommendthebestdebtsolutionfor 
yourcircumstances.Whateveryoursituationis,we 
willbeabletogiveyousomedebthelpsoyoucan 
resolveyourproblems.

Contact us

DebtRemedyisfreeand confidential,
givingyouonlinedebthelp,
adviceandsupportwhenyouneeditmost.

If youprefertospeaktosomeoneconfidentially,call 
ourHelplineon08001381111toarrangea 
telephoneappointment.

Free anonymous debt advice
FreedebthelponlinefromStepChangeDebt
Charityatwww.stepchange.org
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