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Sometimes when your circumstances change - for
example you work less hours, become sick, receive a
cutin your pay, lose your job or have high bills to pay-
life seems impossible. Don’t let your debt problems
get on top of you. Get the advice and help you need to
prevent you from losing your home.

Not knowing who to talk to is half of the problem.You
will be able to get free, confidential and independent
advice from the organisations that we have listed at the
back of our leaflet. Please remember, the earlier you get
advice, the better it will be.

This leaflet provides step-by-step information to help
you begin to sort out your money worries and to make
other arrangements for paying your mortgage and
keeping your home.

1 Don’tignore the problem

When you receive a letter or phone call from your mortgage
lender, never ignore it. If you don’t understand the letter, don’t
be afraid to ask your lender or speak to a debt adviser at your
local Shelter advice service or Citizens Advice Bureau.

If you have a fixed-term rate that will be ending soon, you'll get
a letter from the lender warning you of when the interest rate
and monthly payment will change, and how much your new
repayment will be. Don’t ignore the letter.

Your mortgage debt is a priority, so make sure you pay this before
all other debts. Don’t panic and take out another loan to help
catch up with your mortgage payments. Get advice instead.
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2 Look atyour situation and
check what help you can get

Take a good look at what you are spending money on.
Ask yourself the following questions.

Can | cut back on my spending without having to struggle?
Can | get a better deal on my mortgage?
Am | behind on any other loans secured against my home?

Can | change the way | am paying my other debts that are
not a priority, by talking to the people | owe money to?

Would an agreed ‘payment holiday’ or changing to ‘interest
only’ payments help me pay my mortgage?

Is my home worth more or less than the amount | borrowed
to buyit?

Is my loan regulated by the Consumer Credit Act and can
| take action to reduce payments or extend the term of the
mortgage in the short-term?

Do | have mortgage payment protection insurance (MPPI)
that | can make a claim on?

Visit or phone your local advice agency (for example, a
Shelter advice service or Citizens Advice Bureau) to make an
appointment to see a debt adviser. You may see advertisements
forindependent financial advisers who provide money advice,
but these people may charge you for their services, so you must
always check first.

When you go to see the adviser, take with you all relevant
information on your monthly household income and costs,
any benefits you receive and loan payments you are making.
The adviser will:

check that you are getting all the money you and your family
should receive

find out if you are entitled to help with your housing costs
or other benefits from the Department for Work and Pensions
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look into any other help you may be able to receive
help you tell the lender about the problems you are having
come up with ways to manage your debt, and

may help you legally if court action has started.

3 Talk toyour lender

If there's a problem and you cannot pay your monthly mortgage
payments in full, you should tell the lender immediately. They
should be sympathetic and can help if you let them know as
early as possible that you have money problems. Be honest with
them about what is causing the problems. Your lender will have
experience of working with borrowers to help solve problems like
this, and it may be possible to reduce your monthly payments
foratime.

Itis important to contact your lender. If the lender doesn’t
know why you're not paying and doesn’t hear from you, they
are likely to start legal action to repossess your home. And,

even if possession action begins, you may still be given extra
time to prevent you losing your home (for example, while
waiting for help from the Department for Work and Pensions,
waiting for a payment from your mortgage payment protection
insurance, or while waiting to go back to work).

4 Show thatyou are willing to
pay what you can

To keep your home, you must keep payments going. If you are
having problems, work out your budget and look at ways of
making savings or cutting back. If your lender knows you are
trying your best to pay the loan, they should give you
more time to sort out your money problems.

If you have any debts (arrears) but then, after looking at your
budget and making changes or making the most of yourincome
you find you are able to pay from now on, contact the lender and



offer to pay any outstanding debts. You can make payments over
areasonable period, as well as paying your usual monthly payments.

Always contact your lender to tell them about your plan to repay
any debt. If you can’t pay now, but will be able to at a later date,
let the lender know. If the lender does not agree to your plan,
don’t panic. Tell them you will speak with your local advice
agency and contact a Shelter advice service or Citizens Advice
Bureau immediately.

Continue to make payments that you know you can
afford, and tell your lender why you are only able to afford this
much. This shows them that you are willing to make an effort
to pay and increases your chances of keeping your home.

If you cannot pay at all - for example, if you lose your job or
becomeill—don’t panic. Don't avoid speaking to your lender
and don’tsimply hand them the keys to your home —get advice
straightaway. Only hand back your keys if you have sold the
property or thereis a court order to evict you, because you still
have to pay the loan and insurances until you or the lender
sellsyour home.

5 Find out what your options are

Mortgage lenders should only take possession action as a

last option. If you took out your mortgage after October 2004,
there are rules that lenders must follow. The rules explain

how lenders are expected to help borrowers who are having
money problems. If you are unhappy with how your lender
has been dealing with you, including if you think your lender

is ignoring these rules, you can complain to the Financial
Ombudsman Service.

Your lender should think about what they can do to
prevent you losing your home. For example, they may:

agree to change or lengthen the term of your loan
accept reduced payments from you in the short term, or

add your debt to the amount you have borrowed.
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Alender can:

reduce your monthly payments for a certain period

cut the charges they make to you for being in debt
with your mortgage

extend the time of your loan (this reduces the amount
of your monthly payment but you will be making payments
over a longer period, and so paying more for your home)

spread repayment of the total amount you owe
(including debts over the remaining period of your mortgage)

put off part of your repayment, allowing you to make
‘interest only’ payments for a short period (only if you
have a repayment mortgage)

offer you a better loan rate, and

allow you time to sell your home, if that’s what you
want. (Think very carefully about this because you need
somewhere to live, and you may not get help from your
local council if they consider that you've made yourself
‘intentionally homeless’.)

Any changes to your mortgage can lead to penalties or charges,
which may cost more to repay in the long term. If you are
worried about how your household will be affected by these
changes, ask a Shelter adviser or your local Citizens Advice
Bureau. Whatever you arrange may only be a short-term
solution, so as time goes on, your lender will want to keep in
regular contact with you and want to know about any changes
in your circumstances.

6 Make the right decision for
you and your family’s future

Before you and your lender agree any change to your mortgage
repayment, get the lender to tell you about the problems that
may arise in the future from what you are planning. You must
reach a decision that the lender agrees to and that takes you or
your family’s circumstances into account.



[t may help to talk with family members or friends who have
recently dealt with similar changes to their mortgage. You
may also be able to speak to other mortgage lenders
on the high street, to see if there is a better interest rate
or mortgage package that could be available to you

by ‘remortgaging’.

Avoid signing up to schemes that appear too good to
be true because they probably are:

Companies that buy your home and rent it back to you are
offering ‘rent back’ or ‘sell to let’ schemes. Although these are
legal, they are not regulated properly. Selling your house to this
type of scheme may pay off your debts, but you will no longer
own your home. Your new landlord may increase your rent, making
it too expensive, or ask you to leave after six or 12 months.

If you sell your home to one of these schemes, you may not be
able to claim Housing Benefit if you are on a low income or if
you lose your job.

If the company that bought your home gets into financial problems
and cannot pay the mortgage, you may be evicted.Most of these
schemes will offer you less than the actual value of your home.

Please get advice from your local Shelter advice service or Citizens
Advice Bureau before you sign up to one of these schemes. If,
after taking advice and finding out about all the help that is
available you realise you will not be able to keep your home,
you should sell your home. Deciding to sell your home yourself
is better, because it makes the most of any potential equity (the
difference between how much your property is worth and the
amount you owe on your mortgage). You must check for any
extra costs with your mortgage deal, and consider whether

or not you will get the right price for your home, to cover your
financial needs (for example, the costs of moving) as well as
paying off the mortgage.

Before taking steps to sell, always get advice. This is very
important, because in some circumstances you may be seen to
have made yourself ‘intentionally homeless' (for example, if you
sell your home when it could have been saved). If this happens,
the council may not have a duty to rehouse you.
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Useful organisations for information and advice

To help you with your mortgage
and debt problems.

Citizens Advice Bureaux
Helps you to deal with any legal, money,
welfare benefits issues or other
problems. Find your nearest CAB at
www.citizensadvice.org.uk or under
‘C"inyour local phone book, and use
www.adviceguide.co.uk for further
contacts and information.

Community Legal Advice
Provides legal advice in England and
Wales. Phone 0845 345 4 345 or visit
www.clsdirect.org.uk

Consumer Credit
Counselling Service
Offers you help to deal with multiple
debts. Phone 0800 138 1111 or visit
WWWw.cccs.co.uk

Financial Services

Authority (FSA)
Phone the helpline on 0845 606 1234. The
FSA produces a several guides on how to
manage your money and these are available
online at
www.fsa.gov.uk/library/
communication/pr/2008/120.shtml

National Debtline
Helps you to deal with debt problems.
Phone 0808 808 4000 or visit
www.nationaldebtline.co.uk

Payplan
Gives you advice on your debts.
Phone 0800 917 7823 or visit
www.payplan.com
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Shelter
Offers you help with housing, mortgage
debt or problems with welfare benefits.
Phone the free housing advice helpline
on 0808 800 4444 from 8am to 8pm,
seven days a week (some mobile phone
networks may charge for calls to this
number). Or you can visit
england.shelter.org.uk/get_advice

To check you are getting all the
support you are entitled to:

Council Tax Benefit
To see if you're eligible for help with
your council tax bills, phone Jobcentre
Plus on 0800 055 6688, visit
www.jobcentreplus.gov.uk or
contact your local council.

Income Support and
Jobseeker’s Allowance
For information and advice, or to
make a claim, phone Jobcentre Plus
on 0800 055 6688 or visit
www.jobcentreplus.gov.uk

Pension Credit
For information and advice, or to make
a claim, visit your local Pension Centre
or phone the Pension Service on
0800 99 1234, or visit
www.thepensionservice.gov.uk

Working Tax Credit and

Child Tax Credit
For more information, phone
0845 300 3900 or visit
www.hmrc.gov.uk/taxcredits
Please note: If you want advice on employment and
training opportunities or benefits, contact Jobcentre
Plus. Advisers can give you information on the range

of organisations that can give you free financial and
debt advice.
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