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worries for more than twenty years and having a family myself, I know that 
planning your personal finance can sometimes be daunting. Often the jargon is 
difficult to understand and, when you’re juggling all aspects of a busy family life, 
worrying about money is often an additional stress you can do without. 

This ebook is the first in The Rough Guide to Personal Finance series. Each 
guide in the series is designed to help you manage your money whatever life 
stage you’re at, whether you’re starting university, bringing up a family or soon to 
be retiring. I’ve provided links to useful websites so you can find out more about 
anything you’re particularly interested in. There’s no magic trick to organizing 
your finances but, if you do your research and understand what you need to know, 
it can make family life a bit easier.”  
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Foreword
Legal & General has teamed up with Rough Guides to create this new and  
much-needed book.  

At first glance, travel and personal finance seem worlds apart, as do our two 
organizations. But dig a little deeper and a common purpose emerges: visiting 
new countries and sorting out personal finances are both, to greater or lesser 
extent, journeys of discovery.  

Over the past twenty years, Rough Guides has provided independent and  
reliable guides to countries and regions across the world. I and my family have 
used them on many occasions and have discovered and learned about new 
places as a result – they’ve enabled us do things which we might not otherwise 
have done, like visiting Myanmar (Burma) and South America.

We want The Rough Guide to Personal Finance series to achieve the same 
result by acting both as a prompt to get started on the financial planning path 
and to serve as a reference throughout the different stages of our lives. 

We are ambitious –  our intended audience is everyone. A young person’s  
decision on the purchase of a pension plan is as important as how someone 
nearing retirement should spend and invest their pension pot. Too often, these 
crucial decisions are made with insufficient knowledge, information and guid-
ance. Indeed, we devote more time and energy to planning holidays than our 
financial future.  

The Rough Guide to Personal Finance series was commissioned to help fill 
that gap. It comprises seven ebooks covering the key events of life. It is firmly 
independent: the authors of each ebook have been selected by Rough Guides 
and are respected personal finance writers. They have been chosen for their 
expertise, personal experience and no-nonsense approach to financial planning. 

At Legal & General we make a promise that every day we will help make 
financial security easier to achieve. This Rough Guide is an important new tool 
to help us fulfil that promise. It is designed to help you take control of your 
finances and plan for the future, whatever financial life stage you are at.

Dr. Nigel Wilson
CEO, Legal & General
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Financial security
Running your finances in tandem with other members of your family is not 
always as easy as it might at first seem. It would be great if you could simply 
work on the principle that “two can live as cheaply as one”, and just bank the 
second salary when you move in with a partner, or spend the extra income on 
fun things like holidays or going to the movies. Yet each partner in a relationship 
will make a different financial contribution – or maybe none – and will certainly 
have different spending needs. To make matters trickier, everything changes 
when children come along as new costs begin and priorities change.

Where to start
Helping to make your family financially secure will involve three main things:

› Ensuring that you have sufficient income: You’ll need to have enough 
money coming in to meet your family’s daily needs, such as food, fuel  
and a roof over their heads.

› Planning for the future: This will help ensure you are not left in dire 
straits if ever things go wrong. Your plan will probably include putting 
savings aside for expected and unexpected costs (such as holidays, replacing 
the boiler, etc.) and for your eventual retirement. Savings give you more 
flexibility to do things when you want to, without worrying that you won’t 
be able to pay for essentials or that you might fall into debt. But they 
also help you to turn things around should the worst happen – perhaps 
protection for the breadwinners of the family in case they are unable to 
provide, or cover for your possessions in the event of fire or burglary.

› A budget: This enables you to meet your first two goals. A budget is simply 
a list of all your incomings, such as wages and benefits, and a list of all your 
outgoings, such as energy bills, clothing and leisure time expenses. You need 
to ensure that your spending never exceeds your income, and this may mean 
making cuts and adjusting spending in one area so that you can devote 
resources to another. There’s more on how to budget and manage your 
savings in the Simple family budgeting chapter (pp.30–39). 

☞ TOP TIP Part of achieving financial security is not to be intimidated. Much 
of what you need to do is common sense, and thinking about your spending 
will help you to keep it under control. 
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Involving your family
Though it may be convenient for one person to be in control of the family 
budget and pay the bills, it’s a good idea if everyone is involved, including the 
youngest members. Encouraging a sense of financial responsibility in children 
helps them to be aware of the importance of budgeting as they grow up. 

Make sure your children know how much domestic bills cost and encourage 
them to save – for instance, by turning the heating down, not leaving gadgets on 
standby, or not leaving the water running when they clean their teeth. Learning 
the value of money is an important life skill, so don’t be afraid to tell your 
children if things are tight and you can’t afford something they want. After all, 
there’s an incentive to save electricity when they realize that £50 off the bill could 
mean a new pair of trainers.

If your children are more computer 
savvy than you, get them to help you 
use comparison websites to find deals 
on gas and electricity, or to choose a 
mobile phone tariff. 

Helping to choose savings accounts 
and comparing interest rates is great 
for children’s maths skills, and brings 
home to them how all those figures and 
tables that they learn at school have a 
practical use.

☞ TOP TIP Paying the younger 
members of the family to do 
chores, either for pocket money 
or an addition to it, is another 
good idea. Don’t think of it as 
“bribery”, more as teaching them 
about money and its relationship 
with work. They can start to save, 
too, and learn how money can 
grow with interest over time if 
invested wisely.
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How you run your finances is largely a matter of personal choice. Families 
can pool their income – for instance by having a joint account for household 
or other spending that involves the whole household  – or they can keep their 
finances apart in separate accounts and have an agreement about who pays 
for what.

Make sure that everyone pays their way to the best of their ability, particularly 
older children who are still living at home after finishing their education,  
especially if they have started working.

How banks talk about interest rates
It’s not always easy to compare how much interest you are receiving on your 
savings, or paying on a loan, particularly if you are considering deals that last 
different periods of time. As well as the “headline rate” – which is usually 
the big number quoted by banks in advertising – the law requires banks to 
quote the rate you would pay or receive if you held the product for a whole 
year. For a loan this is called the APR, the “annual percentage rate”; for 
savings and bank accounts it is called the AER, the “annual equivalent rate”.

When taking out a loan, you may need to consider other features, such as 
how much the repayments cost every month or how long the loan lasts for, 
which may be important in your final choice. Similarly with savings, you may 
want to withdraw interest monthly or leave it invested to receive yet more 
interest. The APR or AER allow you to compare the loans or accounts on a 
level playing field, so you can see which is the cheapest and which the most 
expensive in real terms.
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Benefits explained
In addition to your earnings, pension or unemployment benefits, you may 
qualify for one or more of the various income boosters provided by the state. 
These range from Child Benefit, paid to parents and carers of the young, to tax 
credits that top up a low wage, allowances for the disabled, and travel perks for 
the elderly.

Budgeting is useful for everyone, no matter how financially comfortable you 
feel. If you are on a low or fixed income, or on benefits, it is essential.

Rules about benefits can be complex, and it is not always obvious that you 
qualify. Find out what you are entitled to claim, whether in work or unemployed, 
by looking on the government’s Money Advice Service website or by using  
a calculator, such as the ones on entitledto.co.uk or turn2us.org.uk. The Citizens 
Advice website is another good source of information. 

Make sure you claim. Don’t be put off by difficult forms or hard-to-answer 
questions. There are many agencies that can help you to get what you are  
entitled to, including Citizens Advice, AgeUK (if you are an older person), and 
IncomeMax. Turn2Us can also help you to find financial and other support from 
non-governmental grant-giving funds.

Saving for a pension
The government has made big changes to pensions, including the age at 
which the state pension can be claimed. See the Pensions Advisory Service 
website for further details. It is never too early to consider your retirement 
needs and, if you are able to, you should start putting as much as possible 
aside for your retirement as soon as you can. Bear in mind that money saved 
in a pension plan is tied up and cannot normally be accessed until the age of 
55 at the earliest (rising to the age of 57 by 2028). 

Your future financial security is just as important as your current situation, 
and the earlier you start saving the more potential your pension will have  
to grow. A good pension income will give you much more choice about how 
you spend your retirement. It will also lessen your dependency on anyone else, 
such as your children who, by the time you retire, will have spending priorities 
of their own. 

http://www.moneyadviceservice.org.uk/en/categories/benefits
http://www.entitledto.co.uk
http://www.turn2us.org.uk
http://www.adviceguide.org.uk/england/benefits_e.htm
http://www.adviceguide.org.uk/england/benefits_e.htm
http://www.adviceguide.org.uk/
http://www.ageuk.org.uk/
http://www.incomemax.co.uk/
http://www.turn2us.org.uk/
http://www.pensionsadvisoryservice.org.uk/state-pensions/know-your-state-pension-age
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Balancing work and  
family life
Many people who go out to work enjoy the status of their job, the social aspects 
and the feeling of doing something worthwhile. Others work because they have 
to, simply because the family needs the income.

To achieve the right work-life balance it is important to understand why you 
are working. If your reason is simply to earn money, budgeting may often bridge 
an income gap more successfully than taking on a second job. Just as when you 
are calculating whether you can afford to buy something, you need to work out 
the advantages or disadvantages of family members going out to work or taking 
on extra work.

Your own health and your family’s wellbeing are just as important, if not more 
so, than the amount of money coming in.

The earlier you start to save, the better. Not only do you give yourself the 
chance to save more because you are saving for longer, but should you have a 
tricky period in your life, such as a period of unemployment, you will already 
have a solid bedrock of retirement saving in place. This means that you can 
concentrate your finances on other spending priorities, such as your family’s 
immediate needs, if times are hard. In short, starting to save as early as possible 
is a no-brainer.

The cost of delay is shown in 
research by Legal & General. With 
a personal pension plan, for 
example, to save enough to get 
an annual pension of £5,000 when you’re 65 in today’s terms you need to save 
£216 a month (£172 with tax relief) from the age of 25. If you waited until you 
were 45, you would need to save £405 to get the same pension; if you delayed 
until you were 55, you would need £708 a month. These calculations take  
into account the effects of inflation and exclude your state pension, which you 
may also receive.

“the earlier you start saving  
the more potential your  
pension will have to grow”

http://www.legalandgeneral.com/existing-customers/pensions/the-cost-of-delay/?cid=roughguide_familyfinance_costofdelay_p14


15

MANAGING YOUR FAMILY FINANCES

Universal Credit
In an attempt to simplify the system, the government has begun introducing 
a Universal Credit, paid monthly to those people who are looking for work 
or on a lower income. Universal Credit was launched in 2013 to replace six 
means-tested benefits and tax credits:

›	 Income-based Jobseeker’s Allowance

› Income-related Employment and Support Allowance

› Income Support

› Child Tax Credits

› Working Tax Credits

› Housing Benefit

The idea is that Universal Credit will simplify the benefits system by bringing 
together a range of working-age benefits into a single payment, and that this 
will help claimants and their families to become more independent.

Rolling out the new system 

Universal Credit is being rolled out across the country with completion set for 
2017. However, it has been subject to many setbacks, including IT failure and 
implementation delays by the Department for Work and Pensions.

New claimants are already receiving Universal Credit in some areas of 
the north west of England and others will gradually be switched across as 
the programme progresses. For a list of Jobcentres that currently handle 
Universal Credit, see the GOV.UK website.

If you currently receive benefits and haven’t yet switched, the point at which 
you move to the new system will depend on where you live and the type of 
benefits you claim. If you want to know when you are likely to be affected, ask 
your local Jobcentre as the timetable is subject to changes.

Adapting to the change

People who are used to receiving benefits weekly or fortnightly, or having 
benefits paid on their behalf (such as a rent paid directly to their landlord), 
may find it hard to switch to receiving a lump sum monthly and having to 
stretch it out over the month ahead. Anyone struggling to adapt to the new 
system should seek help – The Money Advice Service and Citizens Advice are 
good places to start. 

http://www.gov.uk/universal-credit
https://www.gov.uk/jobcentres-where-you-can-claim-universal-credit
http://www.moneyadviceservice.org.uk/en/categories/benefits
http://citizensadvice.org.uk


CHAPTER TWO:

BRINGING UP 
YOUR
CHILDREN



17

BRINGING UP YOUR CHILDREN

Planning with the family
While raising a family may enrich your life, it is unlikely to enrich you. Parents 
spend somewhere between a quarter and a third of their household income on 
their children. It therefore makes sense for you to sit down with a notebook and 
do some financial planning. Many new parents will find that they can barely 
make ends meet, but here are some tips that should make your life easier.

Keep your first year costs down
Everyone wants the best for a new arrival in the world and, if you can afford it, 
why not splash out? Don’t, however, feel you have to. 

It may be tempting to create a nursery in the spare room, with special “baby 
furniture” such as a changing table and nappy storage drawers. But, if your 
money won’t stretch that far, your little one won’t notice and will certainly have 
outgrown anything you buy new before it wears out. As long as the baby clothing 
and equipment are clean and safe, hand-me-downs and charity shop purchases 
will do just as well, especially if you are on a tight budget. 

The exception is safety equipment such as car seats and pushchairs, where 
you should not stint on buying new. Avoid second-hand equipment if you don’t 
know where it’s from, or if it has been involved in an accident, in case it no 
longer offers adequate protection.
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Financial help for  
a new parent
The state recognizes that families with children have more expenses than those 
without children. It provides assistance in a number of ways with allowances such 
as Child Benefit (p.22), a payment made to the parent or carer, and the waiving 
of charges for such things as dental care while a mother is pregnant or caring for 
a young child. Everyone who is expecting a child or caring for one should ensure 
that they are receiving their full entitlement.

Men and women have the same pay and employment rights if they are in 
identical parental roles. For instance, if a father wishes to take time off work to 
be the main carer of a new-born child, he may be granted Paternity Leave. The 
rules apply to both natural and adoptive parents, and to different-sex and same-
sex couples. Shared Parental Leave (p.22) is being introduced from 5 April 2015. 

New parents can get the following support from the state:

Free prescriptions and dental care 
If you are pregnant, you can get free prescriptions and dental care until your 
baby is twelve months old. Prescriptions are free for under-16s throughout 
the UK (this includes the baby) and you may be able to continue with free  
prescriptions, depending on your circumstances and in which county of the UK 
you live. Prescriptions are free for everyone in Wales, Scotland and Northern 
Ireland, but only free in England if you qualify because of age, low income, or 
you have certain medical conditions. For more about prescription costs, see the 
NHS website. 

There’s more information about free prescriptions and dental care during and 
after pregnancy on both The Money Advice Service and NHS websites. 

Healthy start for pregnant women on  
a low income
If you are on a low income and at least ten weeks pregnant or have a child under 
the age of 4, you could be entitled to vouchers every week for free milk, fresh 
fruit and vegetables, infant formula and vitamins. You usually qualify if you’re 
on benefits, or if you’re pregnant and under 18.

http://www.nhs.uk/Planners/Yourhealth/Pages/Prescriptioncosts.aspx
https://www.moneyadviceservice.org.uk/en/articles/free-prescriptions-and-nhs-dental-care-in-pregnancy
http://www.nhs.uk/chq/Pages/953.aspx?CategoryID=54&#close
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Sure start maternity grant
Mothers on a low income and who receive certain benefits or tax credits may be 
able to claim a one-off payment of £500 to help with the cost of their first baby. 
The grant is tax-free and is useful for anyone who needs to buy expensive items 
such as a pushchair or a cot. See GOV.UK for more information. 

Maternity pay 
If you are employed and pregnant, or about to adopt a child, you may be entitled 
to maternity pay, either from your employer or from the state. Entitlements are 
effectively the same for adopters as those who give birth, but some details may 
be different. 

Individual contracts of employment may contain enhanced terms and condi-
tions for new mothers, particularly where the terms have been negotiated by a 
trade union. Anyone who does not have enhanced terms must by law receive  
a minimum amount of pay known as Statutory Maternity Pay (SMP). You 
qualify for this if you have been working continuously for your employer for at 
least 26 weeks up until the date 15 weeks before your baby is officially due (so 
you would need to have started your job at least 41 weeks before your due date 
to be eligible). You must be earning a minimum amount per week to receive 
statutory maternity pay. For the 2014–5 tax year this amount is £111 per week.

Statutory Maternity Pay is paid for 39 weeks at the following rates:
› For the first six weeks Statutory Maternity Pay is equal to 90% of a woman’s 

average weekly earnings before tax.
› For the remaining 33 weeks it is £138.18 (2014–15 rate), or 90% of her 

earnings if that’s less.
See also the Statutory Maternity Pay chart (p.20). See GOV.UK to find out 

about your rights on maternity pay.

https://www.gov.uk/sure-start-maternity-grant
https://www.gov.uk/maternity-pay-leave/overview
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Source: gov.uk
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Maternity allowance
If you do not qualify for Statutory Maternity Pay, perhaps because you are  
self-employed or have not been with the same employer long enough, you 
may be able to claim Maternity Allowance instead. This is paid by the state for  
39 weeks. You can start to claim it eleven weeks before the baby is born or later 
as preferred.

The amount of Maternity Allowance you can receive is based on your earn-
ings. You can receive 90% of your average weekly earnings (before tax) up to a 
maximum of £138.18 per week (in the tax year 2014–15).

You can claim Maternity Allowance by visiting your local Jobcentre Plus or call-
ing 0800 055 6688; or by downloading a claim form from the GOV.UK website.

Maternity and paternity leave
Both men and women in employment have a right to paid and unpaid leave at 
the time of a birth or adoption.

A woman has the right to take a year off work at the time of the birth of a child. 
You must tell your employer that you intend to return to work, but can change 
your mind at any time. When you feel ready to return you must notify your 
employer no later than eight weeks before the date you wish to resume your job. 

As much as 52 weeks’ maternity leave is available, which is divided into two 
parts: 
› Ordinary Maternity Leave: This applies to the first six months, or 26 weeks. 

If you return to work during this period you have the right to exactly the 
same job that you had before.

› Additional Maternity Leave: This applies to the second six months. After 
this period of leave you have the right to return to the same job, as long as 
it is still available. If it is not, you must be offered a job that is suitable and 
appropriate. Employment should be on the same terms and conditions as 
the previous job – at the same pay grade and of equivalent status. 

At the time of the birth of his child, a man can choose to take one or two  
consecutive paid weeks off work as Ordinary Paternity Leave. You must inform 
your employer no later than the end of the fifteenth week before the expected 
week of childbirth.

During your leave, you may be entitled to Statutory Paternity Pay at the 
same rate as Statutory Maternity Pay, depending on your earnings and length of 
service. You cannot take ordinary paternity leave until the birth of the baby has 
taken place, and you must take it within 56 days of this date. 

https://www.gov.uk/maternity-allowance/how-to-claim
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Until 5 April 2015, a man can also claim Additional Paternity Leave if he takes 
over the responsibility for care from his partner because the partner has returned 
to work before the end of her (or his) leave period. This enables parents to divide 
the care between them. From 5 April 2015, Additional Paternity Leave is being 
replaced by Shared Parental Leave. An eligible mother can end her maternity 
leave early and apply for Shared Parental Leave with her partner. This will allow 
them to share time off work to look after their newborn or adopted child.

See the GOV.UK website for more on Maternity pay and leave and Paternity 
pay and leave and Shared parental leave and pay.

Child Benefit
The main benefit available to help you with the cost of a new arrival is Child 
Benefit, which you can claim as soon as your baby is born. Until very recently 
the benefit was universal but since 2014 it has been restricted to families where 
no one parent earns more than £50,000. See GOV.UK for more information. 

The current rates for Child Benefit, set until April 2015, are £20.50 per week 
for the first child and £13.55 for the second and each subsequent child. You 
receive the money every four weeks unless you are a single parent in which case 
you can get it weekly.

First child:
£20.50 Subsequent children:

per child
£13.55

CHILD BENEFIT
UNTIL APRIL 2015 Families with children under 16 can claim:

• Child benefit
• Tax credits
• Childcare vouchers
• Free school meals
To be replaced by Universal credit in 2017.

FAMILY BENEFITS

First child:
£20.50 Subsequent children:

per child
£13.55

CHILD BENEFIT
UNTIL APRIL 2015 Families with children under 16 can claim:

• Child benefit
• Tax credits
• Childcare vouchers
• Free school meals
To be replaced by Universal credit in 2017.

FAMILY BENEFITS

https://www.gov.uk/child-benefit-tax-charge/overview
https://www.gov.uk/maternity-pay-leave
http://www.gov.uk/paternity-pay-leave
http://www.gov.uk/paternity-pay-leave
https://www.gov.uk/shared-parental-leave-and-pay
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Tax credits
If you are on a low income, you may be able to receive Child Tax Credit, 
Working Tax Credit, or both to ensure that your income reaches a minimum 
amount. Child Tax Credit can be paid if you don’t work, while Working Tax 
Credit will depend on your earnings and the hours you work.

If you live with a partner, your incomes will be added together when your 
claim is assessed. Because what you get depends on your circumstances, it is 
best to use a calculator to see whether you qualify. Alternatively, contact an 
experienced adviser, such as Citizens Advice. Your income does not have to be 
very low to get at least some Child Tax Credit, so it is always worth investigating. 

Child Tax Credit is one of the benefits that is being replaced with Universal 
Credit (see box, p.15).

Help with childcare
If you are in employment, you may be able to receive childcare vouchers from 
your employer to help you with the cost of childcare, which includes nursery and  
preschool; a nanny or registered childminder, a crèche, or holiday play schemes. 

Childcare vouchers are a tax-free perk aimed at encouraging employers to 
support parents by subsidizing the cost of childcare. Vouchers work like a tax-
free pay increase, with no National Insurance paid by either the employer or the 
employee. They can also work in reverse like a pay cut. An employee may be able 
to opt to “buy” more vouchers – up to £243 per month for basic rate taxpayers 
(20%) or up to £124 per month for higher rate taxpayers (40%) – in exchange 
for taking a lower salary. For example, you might want to do this to reduce your 
pay below the level at which Child Benefit is withdrawn. 

Whether it is better to receive higher pay or to receive more childcare vouch-
ers depends on your circumstances and your level of pay. The calculator on  
GOV.UK can help you work out which is the best option. For more information, 
see The Money Advice Service website.

Free school meals
All children in reception, Years One and Two (ages four to seven) now receive 
free school meals. Children from low-income families in other school years 
may also be eligible. Find out more information on the GOV.UK website.

If you are on benefits or have a low income, it can be well worth taking up the 
free school meals option. Not only does it save you the cost of making a packed 
lunch, it also ensures that your child gets a hot meal in the middle of the day.

Find out more about what you may be entitled to on The Money Advice 
Service website.

https://www.gov.uk/tax-credits-calculator
https://www.gov.uk/childcare-vouchers-better-off-calculator
https://www.moneyadviceservice.org.uk/en/categories/having-a-baby
https://www.gov.uk/apply-free-school-meals
https://www.moneyadviceservice.org.uk/en/categories/having-a-baby
https://www.moneyadviceservice.org.uk/en/categories/having-a-baby
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Protecting your loved ones
We all want to do the best for our families, and one way we can do this is to make 
sure that they are financially secure. 

You never know what the future will bring and it can therefore be a good idea 
to be prepared in case things go wrong. Insurance is a financial product that 
provides compensation if some sort of disaster or loss occurs in your life. For 
example, you can buy insurance in the event of your death; your house burning 
down; losing your job; becoming so ill you can’t work; or losing your luggage 
when on holiday.

Insurance – a valuable safety net
There are a number of different types of protection insurance, which can be 
bought individually or together. Insurance is a complicated issue and you don’t 
necessarily need to get everything. 

Insurance companies take contributions – known as premiums – from anyone 
who wants to receive compensation in the event of something bad happening. 
Should something unexpected happen and a successful claim is made, an insurer 
will make a payment to you to reimburse you for your loss.

Most insurance policies only pay out if the disaster you have insured against 
occurs. However, if you never make a claim some companies offer you a “no 
claims bonus”: a discount on your premium. 

Saving for your children
Growing children mean growing bills, and most parents will want to make sure 
they have some savings that will provide a cushion against the biggest items of 
expenditure. Parents are advised to have their own savings accounts to provide 
emergency funds if ever they should be needed. They will probably also want to 
set money aside for their children.

Children’s savings accounts, Child Trust Funds and Junior ISAs are three exam-
ples of how to do this. For more information, see Junior ISAs (pp.26–28).

Children’s accounts
As soon as your child is ready to learn about money you should consider  
opening an account for them at a bank or building society. Many offer accounts 
with attractive names to appeal to younger people. While they can be a fun way 

http://www.legalandgeneral.com/your-life/money/family/looking-after-your-family
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TYPE OF 
INSURANCE

WHAT IT COVERS WHAT IT PAYS OUT WHEN IT PAYS OUT

Life Insurance Death of the 
policyholder. 

A lump sum. When a policyholder 
dies.

Critical Illness 
Cover

Critical medical 
conditions.

A lump sum to the 
policyholder.

During the policy 
term if a diagnosis 
of a specified critical 
medical condition is 
made.

Income 
Protection

Lost income if the 
policyholder is  
unable to work 
due to illness or 
accident.

A percentage of an 
earner’s normal 
monthly income for a 
set period.

During the 
policy term if the 
policyholder is 
unable to work due 
to illness or accident 
which results in loss 
of earnings.

Family Income 
Benefit

Death of the 
policyholder.

A regular monthly 
income to dependants 
for a fixed period 
if the family 
breadwinner dies. 

When a policyholder 
dies.

Private 
Medical 
Insurance

Indemnity policies 
cover private 
medical treatment 
for an acute 
illness or injury 
on a short-term 
basis. 
“Cash plan” 
policies provide 
a lump-sum 
payment for up to 
100% of treatment 
costs.

Depending on the policy 
you buy: 
• most in-patient 
treatments (tests and 
surgery) 
• day-care surgery 
• out-patient 
treatments (such 
as specialists and 
consultants)  
• a small fixed amount 
for each night you 
spend in an NHS 
hospital

When a policyholder 
requires medical 
treatment. The 
proposed medical or 
surgical treatment 
must be authorised 
by the insurer before 
the treatment takes 
place.

Health Cash 
Plans

Pays towards  
the cost of 
healthcare bills. 

Cash sums up to a 
maximum annual limit.

After treatment, 
when a claim has 
been made.

Protection insurance options

Please note: Life insurance protection products are not savings or investment 
products and have no cash value until a valid claim is made.

for your child to explore banking for the first time, accounts targeted at children 
don’t always offer the best rates. Opening an adult’s account for your child could 
be a better option. 

These accounts are an ideal way to introduce children to savings. Children 
can deposit and withdraw pocket money, and can top up the account with cash 
gifts at birthdays and Christmas. When choosing an account, look for things like 
an attractive rate of interest and find one where the child can get experience of 
managing money by taking part in the transactions.
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Tax on children’s accounts
Apart from tax-efficient Junior ISAs and Child Trust Funds, banks and 
building societies will deduct tax at basic rate (currently 20%) from  
interest paid on children’s account, unless you ask them not to. This means 
that your child could be receiving interest amounting to a fifth less than 
they should be getting.

Children – even the newly born – have an annual personal allowance just 
like adults do. Parents can therefore ask the bank for “Form R85” so that 
they can apply for interest on the child’s account to be paid gross – without 
any tax taken off.

Don’t, however, be tempted to put your own savings into your child’s name to 
avoid tax. If interest in total comes to more than £100 a year on money given 
by a parent (£200 if given by two parents) the money is taxed as if it belonged 
to the parents. Money given by grandparents and other family members is 
not affected by the £100 rule.

For more information see the HM Revenue & Customs website.

Savings on behalf of your child
This will probably be an account that your child – or, depending on your child’s 
age, a parent acting on their behalf – accesses infrequently. It could be any type 
of account that you think is suitable, including instant access, regular savings or 
a fixed term bond.

It will, however, allow money to be withdrawn without any legal restriction, 
unlike a Junior ISA. There may be restrictions placed on the account by the 
bank or building society, particularly if it is a fixed-term account, but that aside 
you or your child will be able access the money when it is needed. 

This type of account can be used, for example, for saving up for a new bike, 
driving lessons or a special school trip. The account that is chosen may be a 
specially designated children’s account or simply an “adult” account controlled 
by an adult on behalf of the child.

Junior ISA
These are tax-efficient savings accounts for children under the age of 18. They 
allow parents and other family members to put money aside for their child, who 
cannot touch the money until they are 18 years old.

http://www.hmrc.gov.uk/manuals/saimmanual/saim2430.htm
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Junior ISAs have replaced Child Trust Funds (CTFs), a similar type of 
account, which was available to children born between 1 September 2002 and 2 
January 2011. CTFs have now been discontinued and no new accounts can be 
opened. However, those children who already have CTFs will retain them until 
they reach 18, and contributions can still be added to them.

The original CTFs received top-up money from the government while Junior 
ISAs do not. Since 1 July 2014, the maximum annual amount that can be 
invested in either a Junior ISA or CTF is £4,000. With a Junior ISA, the start date 
for the year is the first day of the tax year (6 April); with a CTF the start date 
of the year is the child’s birthday.

Anyone with parental responsibility for an eligible child may open a Junior 
ISA for a child under 16 years old. Children aged 16 or 17 may open one 
for themselves. 

Junior ISAs are available from a wide range of providers including banks, 
building societies and insurance companies. You can choose to invest in stocks 
and shares or in cash, as there are two types of Junior ISA: 
› Cash Junior ISA: This has no tax on interest on the cash you save
› Stocks and shares Junior ISA: Your cash is invested; you have no personal 

liability to tax on any capital growth or income you receive 

Elegibility for a Junior ISA
A Junior ISA can generally only be opened for a child who is:

› Under 18 years old

› Resident in the UK

› Not qualified to hold a CTF

The residency requirement does not apply if you are a child of parents in the 
Armed Forces living abroad. For more information, see GOV.UK.

A child can have one cash Junior ISA and/or one stocks and shares Junior 
ISA, but only £4,000 can be contributed in total in any tax year. Once set up, 
the account can then be topped up to the annual limit by parents, grandparents 
and family friends, or indeed by anyone else, including the children themselves. 
Since no withdrawals may be made until the child turns 18, Junior ISAs (and 
CTFs) are mostly suitable for long-term savings goals, such as funding univer-
sity study or the eventual deposit on a home in many years’ time. 

http://www.gov.uk/junior-individual-savings-accounts
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From April 2015, a CTF can be transferred into a Junior ISA with the same 
provider, although it may be necessary to change provider (if the parent so 
wishes). One of the reasons a parent might wish to switch might be potentially 
better returns from a wider range of investment funds. 

☞ TOP TIP The general consensus is that shares can offer a better return  
compared to cash on deposit over the medium to long term of five years 
or more. However, you need to remember that the money invested for the 
child is at risk. This means that its value can fall as well as rise. 

Your children’s education
School should be a happy and fulfilling time for your child, and for some people 
it’s worth paying in order to get it right.

While the cost of schooling in the state system may be free, in the sense 
that there are no fees to pay, other costs soon mount up whether they be  
uniforms, shoes, sports gear, lunches, transport and computers, or school trips. 
According to an inquiry by the Children’s Commission on Poverty, parents face  
an overall average annual bill of £800, while some state secondary schools 
charge as much as £500 for school uniforms. Apart from the state benefits 
described in the Financial help for a new parent section (pp.18–23), there is 
no specific state help for the many parents on low incomes who have difficulty 
meeting school-related costs.

Going private
If you go down the route of paying for private schooling, the cost can run into 
hundreds of thousands of pounds. A survey by UK stockbroker Killik & Co put 
the price of sending two children to an independent school at over half a million 
pounds, with the cost rising to more than £800,000 if you want your children to 
board from the age of 13. 

To fund fees you could set up a long-term savings strategy. If you start saving 
as soon as the child is born, you could save, for example, up to £15,000 per year 
in an ISA. By the time the child is due to go to secondary school, that could total 
as much as £165,000, plus growth or interest added to the account. You should be 
aware, though, that if you choose to invest in a stocks and shares ISA, the value of 
your investment can fall as well as rise and you may get back less than you invest. 
Even £30 a month, or £1 a day, at 3% a year could give you £8,578.21 after 18 years.

http://www.childrenscommission.org.uk
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Other family members, such as 
grandparents, are often willing to help. 
Paying for a grandchild’s school fees 
is not simply an act of generosity, it 
could also be part of their inherit-
ance tax (IHT) planning strategy. 
Regular gifts out of income, which 
can include insurance premiums and 
a commitment to pay school fees, are 
exempt from IHT.

Re-mortgaging your home is a way of funding any shortfall in the fees 
needed immediately. This strategy should be considered with caution after 
taking advice from a financial adviser because of the risk of losing your home 
should you be unable to repay your mortgage. It could, however, help you out if 
there is a temporary, short-term shortage of cash.

If you opt for private education, remember that the fees are only the start 
of your expenses. As with state schooling, there will be many extras, such as 
uniform, equipment and school trips to pay for, and these are likely to be con-
siderably more expensive than at a state school. Several schools insist you buy 
all items of their uniform from an official supplier rather than allowing you to 
shop around.

☞ TOP TIP There are ways that 
the cost of private schooling can 
be mitigated. Look for schools 
that offer scholarships and bur-
saries or for those offering special 
terms for parents on low incomes. 
See The Good Schools Guide web-
site for further information. 

http://www.goodschoolsguide.co.uk/help-and-advice/choosing-a-school/finance-school-fees/52/scholarships-bursaries-grants-and-awards


CHAPTER THREE:

SIMPLE FAMILY 
BUDGETING



SIMPLE FAMILY BUDGETING

Planning your income
Life is rather more complicated than in the old days, when the typical working-
class family breadwinner’s wages were brought home in cash and divided up 
between the jam jars on the mantelpiece to pay for rent, fuel, food and other 
necessities. Nowadays payments are made electronically into bank accounts and 
bills are paid by direct debit and standing order. Choosing the right financial 
products may not only save us money in terms of lower costs but also keep our 
finances organized.

Bank accounts and credit cards
The different types of bank current account on offer – the sort you have your 
wages paid into and pay your bills from – can be confusing. When it comes to 
current accounts, “best buy” tables that you often find in the financial pages of 
newspapers and magazines are not that helpful. They tend to highlight only one 
aspect of the account, usually the interest rate you’ll get when you’re in credit. In 
truth, there really is no one “best buy” account. One that is great for somebody 
else may not be right for you.

The table on the next page highlights at a glance what the various different 
accounts offer you.



32

THE ROUGH GUIDE TO FAMILY FINANCE

TYPE WHAT IT IS FEATURES ELIGIBILITY NEED TO KNOW

Current 
accounts

An account for 
day-to-day use 
where you can 
put money into 
a bank (deposit) 
and take money 
out (withdraw).

Cheque books, 
cash and debit 
cards, overdraft 
facilities, bank 
statements; 
telephone, mobile 
and/or online 
banking.

Depending 
on the bank’s 
terms and 
conditions, 
almost any 
adult in the UK 
who has a good 
credit rating is 
eligible.

Some banks 
offer incentives 
to sign up, 
such as £100 
deposited 
in your new 
account or high 
interest rates. 

Watch out for 
hidden charges.

Packaged 
accounts

These are 
current 
accounts 
that include 
additional 
services or 
perks, usually 
in return for 
a fee.

As current 
accounts plus 
additional 
benefits, such 
as good rates on 
savings accounts 
and loans, car and 
travel insurance.

Usually, 
eligibility is 
the same as 
for current 
accounts, but 
some packaged 
accounts are 
income-based. 

A packaged 
account can 
offer a good 
deal. However, 
avoid overpaying 
for an account 
that has 
features you  
will never use.

Basic 
bank 
accounts

A simple 
account that 
allows you to:  
• receive 
payments from 
third parties

• withdraw 
cash from 
ATMs (cash 
machines)

• set up direct 
debits and 
standing orders

Cash and/or 
debit cards, bank 
statements; 
telephone, mobile 
and/or online 
banking.

Basic bank 
accounts do not 
offer cheque 
books, overdraft 
facilities or credit 
interest. 

Anyone in the 
UK but they are 
designed for 
people with poor 
credit ratings. 

Applications 
by people 
with criminal 
convictions for 
fraud might be 
turned down. 
They may also 
not be available 
to undischarged 
bankrupts.

Watch out for 
hidden charges, 
such as a fee 
for making debit 
card payments 
when you don’t 
have money in 
the account.

Savings 
account

An account that 
offers a higher 
interest rate;  
for longer-term 
savings.

As per the terms 
of the particular 
account. 

Varies – check 
the bank’s 
terms and 
conditions. 

Some accounts 
pay higher 
interest rates 
but charge a 
penalty fee 
if you make 
frequent 
withdrawals.

Interest on 
savings is 
taxable, and 
you will usually 
receive interest 
with basic rate 
tax already 
taken off. 

Bank account options



33

SIMPLE FAMILY BUDGETING

Individual Savings Accounts
These are tax-efficient accounts that allow you to save up to a certain amount 
each year. From April 2015, the limit to the amount you can save is £15,240.  

With an Individual Savings Accounts (ISA), you can invest up to the 
limit in cash, or in stocks and shares, and you can switch your savings between 
the two if you wish. So, if you did decide to invest the maximum amount, you 
could divide the money between your cash ISA and your stocks and shares ISA 
– for example, £3,500 in cash £11,500 in stocks and shares.

If you take money out you can only put it back if you have not reached the 
savings limit. It is the amount you pay in 
that is key, not the amount that ends 
up in the account. For example, in the 
2014/2015 tax year, you can only make 
£15,000 worth of deposits per year, 
irrespective of any withdrawals.

There is more information about how 
ISAs work on the GOV.UK website.

☞ TOP TIP You should always 
bear in mind that the value of an 
investment in a stocks and shares 
ISA can fall as well as rise, and 
you may get back less than you 
invest.

https://www.gov.uk/individual-savings-accounts
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pros
✔	 You can put all your monthly 
spending on your credit card and pay 
the bill all at once and at your con-
venience when your salary comes in.
✔	 Many cards offer perks, such as 
cashback or loyalty points, that can 
give you extra benefits. Special inter-
est rates can often work out cheaper 
than other borrowing.
✔	Under the terms of the Consumer 
Credit Act, a credit card company is 
jointly liable for reimbursing you if a 
retailer or service provider defaults.

cons
✘	 Credit cards can be a liability 
because it is extremely easy to let 
your spending run away with you 
and end up with a bill that you can’t 
afford to pay.
✘	 Standard interest rates are high, 
and these kick in when special offers 
end. If you fail to pay your bill in full 
each month the interest charges soon 
rack up, adding to what you owe 
on your purchases and getting you 
deeper into debt.

Credit cards
Many people’s lifestyles mean that access to credit is useful and sometimes 
essential. That’s what a credit card is for. But you need to be cautious about 
using it. Like fire, a credit card is a good servant but a bad master. If you fail to 
repay your bill each month it can be a very expensive form of borrowing and, 
unless you are careful, credit card debt can start to rule your life. At the very 
least, you should set up regular minimum payments, as forgetting to make a 
repayment can seriously damage your credit score.

Credit cards can be a good idea for disciplined spenders, but can easily catch 
some people out. Unless you can clear the bill in full at the end of the offer period 
you will be faced with charges you may not be able to afford. Industry figures 
show that nearly two-thirds of people transferring balances on to 0% interest 
cards fail to repay the balance at the end of the free period and potentially end up 
paying more interest than if they hadn’t taken up the offer. This is because you 
will invariably be charged a much higher rate of interest after any special offer 
ends than you would with a card that had no special offer attached to it.

Interest-free offers
Many credit cards offer interest-free periods for as long as 36 months. If you 
are experienced and confident at managing your money, such interest-free 
periods can be useful, but make sure you continue to pay down the outstand-
ing balance. Alternatively, make payments into a parallel savings account 
that pays you interest. That way you will have the money to hand to pay the 
debt in full when the 0% period ends and avoid a nasty interest rate shock.

http://www.which.co.uk/consumer-rights/regulation/section-75-of-the-consumer-credit-act
http://www.which.co.uk/consumer-rights/regulation/section-75-of-the-consumer-credit-act
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A guide to budgeting
You can budget on a weekly or monthly basis, depending on how it suits you. 
The best method will be in line with how your income comes in. 

If your outgoings work on a different 
timescale – perhaps you get paid weekly, 
but pay your council tax or house insur-
ance monthly or annually – then you 
need to make sure you leave enough 
aside each week to meet the bill when 
it’s due.

How to draw up a budget
The simplest way to budget is to use an old-fashioned cash book, with a list of 
your income on one side of the page and outgoings on the other. This method 
will work well for many people. Alternatively, if you are comfortable with com-
puters, you can keep your records using a simple spreadsheet, which will work 
out the figures for you as you go along.

You can make a budgeting spreadsheet yourself if you have a spreadsheet 
programme, such as Microsoft Excel or OpenOffice.org’s Calc or you can use 
a ready-made budget planner – see box below.  

Budget planning on your computer or phone
There’s plenty of personal finance software available on the internet. It’s 
worth taking advantage of the free trials that many of these companies offer 
to see what best suits your needs. Smartphone users can also download 
budgeting apps: some of these cost money to download and others are free. 
The best apps will “sync” the data across different compatible devices so that 
you can update the information wherever you are or between different users.

Your bank or building society may give you access to online budgeting 
tools, or you can use the calculator on The Money Advice Service website 
or on the Income Max website, a social enterprise company that helps 
people on low incomes. 

☞ TOP TIP If you are paid weekly, 
divide an annual bill by 52 and a 
monthly bill by 4 to give you the 
approximate amount you need to 
set aside each week to meet it.

http://www.moneyadviceservice.org.uk/en/tools/budget-planner
http://www.myincomemax.org.uk
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You should also make an entry for other occasional but necessary spending, 
such as school uniforms for children. Be sure not to leave anything out. For 
instance, when working out your car costs it’s not just a matter of keeping up the 
instalments and paying for fuel. You will have insurance and vehicle excise duty 
(“road tax”) plus maintenance and servicing costs to include as well. 

To get started, use an online budgeting calculator, such as the ones on  
The Money Advice Service and Income Max websites.

Making your budget work for you
Your essential spending will always be your rent or mortgage, keeping the roof 
over your head and providing food to keep you healthy. No one likes having 
to go without the fun things in life but you can always treat yourself another 
day. Losing your home or your health can have long-lasting effects that can be 
damaging for all the family.

It may seem obvious that you can’t spend what you haven’t got, but these days, 
with the availability of credit cards, you can end up spending far more than you 
can afford. This could land you in a debt spiral, as you then need to borrow 
more to buy essentials.

Using a budget planner allows you to prioritize your spending. Rather than 
just spending first and then trying to play catch-up because you are running out 
of money for the essentials, a budget planner enables you to see whether you 
can in fact afford that holiday or a new pair of shoes.

A good budgeting plan, therefore, means moving money from one side of the 
balance sheet to the other, making savings on one side to give you more spend-
ing power on the other. 

What your budget should include

RENT OR MORTGAGE

HOUSEHOLD BILLS

TAX 

NATIONAL INSURANCE

TRAVEL COSTS

SPENDING ON CHILDREN

LEISURE ACTIVITIES

HOLIDAYS

BIRTHDAYS AND CHRISTMAS

http://www.moneyadviceservice.org.uk/en/tools/budget-planner
http://www.myincomemax.org.uk
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Here are some simple steps to help you 
manage your spending:
› Cutting down: Make savings by, 

for instance, switching to a value 
supermarket for your shopping, or 
buying cheaper brands.

› Prioritizing: For example, deciding 
to save money for the wedding of 
a family member by not taking a 
summer holiday.

› Funding the planned expenditure 
over time: This could be by taking 
out a personal loan over a fixed period, with  
the monthly repayments included in your budget plan.

☞ TOP TIP Don’t do all your  
“essential” monthly spending 
and then put anything that’s left 
into your savings account. This 
could mean that in some months 
you won’t save anything. Instead, 
decide how much you want to 
save each month, add it to how 
much you need for essentials, put 
that aside and then spend from 
what you have left. It works!
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Payday loans
People who need extra money often resort to payday loans, so-called 
because payday lenders provide short-term loans (with borrowers intend-
ing to pay back on “pay-day”). Wonga is the best-known of the many loan 
companies that, until recently, operated with few restrictions, charging inter-
est rates of up to 6000% and imposing harsh penalty charges if a borrower 
defaulted. This has resulted in many people getting into a spiral of debt with 
the amount they owe rapidly accelerating.

The government has now limited the activities of payday lenders. In January 
2015, they set a 0.8% daily limit on the interest and charges added to any loan 
not paid on time, as well as a £15 limit on any default or penalty fees. This 
means that no one will have to pay back more than twice what they borrowed. 

For more information, see the Financial Conduct Authority website. 

Good and bad borrowing
We are often told that borrowing money – and by association being in debt – is 
bad. Though there is much truth in this, it is important to understand that some 
borrowing can be good. Good borrowing involves three elements: 
› Making an investment that could bring you a measurable benefit in the 

future, such as the purchase of a house
› Having a firm plan to pay back the money borrowed within your budget
› Minimizing the risk associated with taking out the loan

Good borrowing could include such things as taking out a mortgage to buy 
your own home, or a student loan to pay for a university education that would 
give you a better job at the end of it. This is something that your children will 
increasingly need to get to grips with.

Bad borrowing might include asking a friend to “sub” you £50 for a night 
out because you’ve spent your wages, or taking on new loans to make the repay-
ments on old loans that you can’t afford. You should avoid borrowing in a “bad” 
way. If you find you are tempted to borrow more just to make repayments on 
existing loans, you should be urgently reviewing your budget to make the neces-
sary savings.

If the situation has gone too far and you have serious debt worries, seek 
help from one of the free debt counselling charities, such as National Debtline, 
StepChange or Citizens Advice. See also the Avoiding Debt box (p.45).

http://www.fca.org.uk/news/fca-confirms-price-cap-rules-for-payday-lenders
https://www.nationaldebtline.org/EW/Pages/default.aspx
http://www.stepchange.org
http://www.adviceguide.org.uk/england/debt_e/debt_help_with_debt_e/how_to_sort_out_your_debts.htm
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Saving on your spending
The easiest way to make savings and spend less is to make sure you are getting 
the best deals. This means shopping around both for financial products and for 
things like your utilities, television package and mobile phone. Use comparison 
sites to see if you can pay less for the service you are getting already, and think 
about changing your provider or downshifting to a less expensive tariff.

Online shopping sites, such as Amazon and Ebay, provide a shopfront for 
many smaller retailers who often offer their goods more cheaply than the 
equivalent in the high street or shopping mall. “Shopbots”, such as pricerunner 
and kelkoo, are search engines that trawl retailers’ websites to find the lowest 
price for the item you want.

Nectar, Tesco Clubcard and Boots Advantage are just some of the loyalty 
cards that enable you to clock up points as you spend, which you can turn 
into cash or use for future purchases. Most airlines operate a similar scheme 
for regular fliers. Never buy through a particular outlet purely for the rewards, 
however. Always make the keenest prices your priority, making sure you collect 
your loyalty points if a retailer offers them.

Always try to pay your bills in the most cost-effective way. For instance, util-
ity companies will invariably offer you a discount for paying by direct debit or 
signing up to a “paperless” web tariff. Don’t pay extra for paying by cheque or 
receiving a bill through the post if you can save money by paying another way.

Finally, think about car sharing with a friend or neighbour, especially if you 
have children of the same age. You can take it in turns to do the school run, or 
even co-ordinate your supermarket shop so that you go together using just one car.

☞ TOP TIP Investigate cashback sites such as topcashback.co.uk and 
quidco.com, to get a discount on everything from shopping to insurance, and 
look out for bargains and discount vouchers on websites such as hotukdeals.
com and vouchercodes.co.uk

http://www.pricerunner.co.uk
http://www.kelkoo.co.uk
http://www.topcashback.co.uk/
http://www.quidco.com/
http://www.hotukdeals.com
http://www.hotukdeals.com
http://www.vouchercodes.co.uk/
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Tying the knot
How much you splash out on a wedding is a matter of preference: some people 
are happy with a quick visit to the register office and a drink in the pub after-
wards, others wouldn’t feel properly married without the big meringue-like 
dress, horse-drawn carriage to the church and a wedding breakfast for 200. 

Estimates of the average cost of a wedding in the UK vary enormously.  
A survey by Brides magazine in 2014 put the figure at just below £25,000  
(see Average Wedding Costs chart, p.42). It’s worth considering the all-
inclusive deals offered by some hotel chains providing cheaper basic packages. 
If you do decide to plan it yourself, the rules – as with any large purchase – are 
straightforward:
› Decide on a budget.
› Shop around for the best deals, 

particularly cars, flowers and  
a photographer. There can be  
huge price differences for a near 
identical service.

› Be prepared to trade down, or even 
ditch some items, so you can get the 
features you really want.

› Put a plan in place to make sure 
you have the money to pay the bills 
when they come in.

If you use a cash ISA (Individual Savings Account) for your savings, the 
interest is tax free, giving the amount you have set aside a boost.

Who pays?
Traditionally, the bride’s parents pay the lion’s share of the cost, and many  
parents have a long-term savings plan in place. Nowadays many couples pay for 
their own weddings and often find they don’t have sufficient time to save enough 
for their ideal event. 

Be wary about paying for your wedding with a credit card or other type of 
loan. You don’t want to start out married life in debt, and you could find yourself 
in real financial trouble if, say, children come along quickly and you have only 
one income and rising expenses.

☞ TOP TIP Putting aside a certain 
amount each month in a regular 
saver account is a great way to 
save for a wedding. You know how 
much is going in and how long 
you’ve got before the big day, so 
you can see exactly what you will 
have to spend. 

For more useful tips, see the 
Legal & General website.

http://www.legalandgeneral.com/your-life/money/family/getting-married-without-breaking-the-bank/?cid=roughguide_familyfinance_gettingmarried_p41
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£296
Cake

AVERAGE 
WEDDING COSTS, UK

TOTAL: £24,716

£313
Groom’s 

Outfit

£465Attendants’ 

Outfits

£682
Entertainment

£1,746
Bride’s 

Outfit

£647Wedding Rings

£240Stationary

£7,252
Reception

£560Flowers

£3,931Honeymoon

£2,223Wedding Venue

£1,399Photography / Video

£220
Beauty

£337
Mother-of-
the-bride Outfit

£2,451
Engagement

Ring

£1,954Gift list

Source: bridesmagazine.co.uk

http://www.bridesmagazine.co.uk/planning/general/planning-
service/2013/01/average-cost-of-wedding

http://http://www.bridesmagazine.co.uk/planning/general/planning-service/2013/01/average-cost-of-wedding
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Paying for university
Higher education is expensive. According to estimates made by the National 
Union of Students (NUS) the average cost of a university education in the UK is 
£22,000 per year – more if you study in London. 

Many parents will want to help their children meet the bill. Most students 
take out loans from the Student Loans Company to cover fees and living costs. 
The loans are available to both undergraduates and, since December 2014, post-
graduates. See GOV.UK for information about how to apply. It also gives details 
of maintenance and special support grants for members of low-income families. 

There are two types of loan:
› Mortgage-style loan: People who began studying before September 1998 

will have this type of loan. It is paid off in regular monthly instalments. 
› Income-contingent loan: People who began studying after September 1998 

will have this type of loan, which is paid back via the tax system. Money 
is deducted from your salary or, if you’re self-employed, your tax return 
(which is why it is often referred to as a type of “graduate tax”). 

http://www.nus.org.uk/en/advice/money-and-funding/average-costs-of-living-and-study/
http://www.nus.org.uk/en/advice/money-and-funding/average-costs-of-living-and-study/
https://www.gov.uk/student-finance/overview
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With an income-contingent loan, when and how much you start paying  
back depends on which part of the UK you live in. There are either Plan 1 or Plan 
2 loans (see table above). If you earn less than the threshold or are unemployed 
you don’t have to repay anything, although interest will continue to accrue. 
The charts below show some 
example rates of repayment 
for each type of loan.  

If a graduate is likely to 
be a high earner then paying 
off the loan faster with help 
from parents will reduce the 
total amount of interest due 
but won’t affect the size of 
the monthly repayments that 
come out of the graduate’s  
salary. Monthly deductions 
always remain at 9% of 
salary over and above the  
repayment threshold.

Whether to make extra 
payments for graduates who 
are likely to be middle or low earners is a harder decision. This is because lower 
earners may still have a large amount of student debt outstanding by the time the 
loan is written off after 30 years. 

For more information, see the Student Loans Company website.

PLAN 2
LOAN REPAYMENTS

Salary Monthly 
repayment

Yearly 
repayment

£20,000 £0 £0
£25,000 £30 £360
£30,000 £67 £810
£35,000 £105 £1260

PLAN 1
LOAN REPAYMENTS

Salary Monthly 
repayment

Yearly 
repayment

£16,000 £0 £0
£25,000 £60 £720
£30,000 £98 £1176
£35,000 £135 £1620

PLAN 2
LOAN REPAYMENTS

Salary Monthly 
repayment

Yearly 
repayment

£20,000 £0 £0
£25,000 £30 £360
£30,000 £67 £810
£35,000 £105 £1260

PLAN 1
LOAN REPAYMENTS

Salary Monthly 
repayment

Yearly 
repayment

£16,000 £0 £0
£25,000 £60 £720
£30,000 £98 £1176
£35,000 £135 £1620

☞ TOP TIP The best way for parents or grandparents to help with the  
challenge of student finances is to pay off their child or grandchild’s credit 
card debts or bank loans and by contributing towards other expensive items, 
such as the deposit on a flat or the cost of running a car.

PLAN TYPE WHERE AND WHEN YOU STUDY WHAT YOU PAY BACK

PLAN 1 For courses in Scotland and 
Northern Ireland.

9% of anything you earn over the 
threshold salary of £16,910 a year.

PLAN 1 For courses in England  
and Wales begun before  
1 Sept 2012.

9% of anything you earn over the 
threshold salary of £16,910 a year.

PLAN 2 For courses in England  
and Wales begun after  
1 September 2012.

9% of anything you earn over the 
threshold salary of £21,000 a year.

http://www.slc.co.uk
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Avoiding debt
Sometimes borrowing money is beneficial. For instance, a credit card can 
enable you to buy something when you don’t have the cash available. However, 
you should be careful, as it is easy to get into financial difficulty. You need to 
pay the debt off quickly, preferably by the end of the month, so you don’t incur 
interest, and you should always try to pay off your most expensive debt first. 
Bear in mind that a personal loan could end up being less expensive than a 
credit card. 

An overdraft is when you go “into the red” because you have spent more 
money than is in your account. Make sure you agree to a planned overdraft 
with your bank to keep fees low. Unauthorized overdrafts can incur hefty fees 
and some banks can charge you as much as £5–10 per day. Before you take 
out any kind of loans or account cards, check out the deals offered by dif-
ferent banks. For loans, compare the same amount to be paid back over the 
same time period. For credit cards, pay attention to the following:

› The Annual Percentage Rate (APR): This takes into account various 
factors including the interest rate and borrowing period

› Type of interest rate: Whether the card offers a variable or fixed rate

› Fees and charges: Not all fees are included in the quoted rates – for 
instance, cash withdrawal fees and default fees

› Insurance cover: Payment Protection Insurance (PPI) is sometimes 
offered along with the card. It allows you to insure repayment of loans, 
but it can be expensive and unnecessary for some people. For more 
information, see The Money Advice Service website 

Looking at the APR can help you to work out the actual cost of repayment. 
For example, if you borrowed £1,000 over ten years:

APR You will pay in total

5% £1,266

10% £1,557

15% £1,867

20% £2,191

25% £2,523

30% £2,860

If you find yourself in debt, act quickly. The following agencies can offer 
advice:

StepChange: stepchange.org

National Debtline: nationaldebtline.org

[Source: Citizens Advice]

https://www.moneyadviceservice.org.uk/en/articles/do-you-need-payment-protection-insurance-ppi
http://www.stepchange.org/Debtremedy.aspx?domain=http://www.moneyadviceservice.org.uk
https://www.nationaldebtline.org/EW/Pages/default.aspx#
http://www.adviceguide.org.uk/england/debt_e/debt_borrowing_money_e/getting_the_best_credit_deal.htm#checking_you_can_afford_the_repayments
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How to find a solicitor
In England and Wales, through the Solicitors Regulation Authority 

The Cube, 199 Wharfside Street, Birmingham, B1 1RN

0370 606 2555

sra.org.uk

In Scotland, through the Law Society of Scotland 

26 Drumsheugh Gardens, Edinburgh EH3 7YR

0131 226 7411

lawscot.org.uk

In Northern Ireland, through the Northern Ireland Law Society 

96 Victoria St, Belfast, County Antrim BT1 3GN

028 9023 1614

lawsoc-ni.org

Making a will
Everyone should seriously consider 
having a will. No adult is too young or 
too poor. Writing down officially who 
is to inherit from you can save family 
arguments in the event of your death. 
A will is particularly important if you 
have property, savings or investments 
– and if you need to make provision for 
your loved ones, having a will is a must.

You can get a will written for you by a solicitor or member of The Institute of 
Professional Willwriters (ipw.org.uk). If you are confident about the legal details 
and have done your research, DIY will writing is another option, but as with 
DIY hairdressing, it is not recommended: the results can be expensive to put 
right and in some cases may be irreversible. 

The cost of a simple will could be as little as £80. A more complicated will 
costs more, depending on the work involved. Solicitors will usually do a deal 

☞ TOP TIP When writing a will, 
it’s worth giving some thought to 
your funeral – whether you want 
to be buried or cremated. You 
don’t have to put this in your will 
but some people like to.

http://www.sra.org.uk/consumers/using-solicitor/find-solicitor.page
http://www.sra.org.uk/consumers/using-solicitor/find-solicitor.page
http://www.lawscot.org.uk/wcm/lssservices/find_a_solicitor/Core/directory.aspx
http://www.lawscot.org.uk/wcm/lssservices/find_a_solicitor/Core/directory.aspx
http://www.lawsoc-ni.org/solicitors-directory/
http://www.ipw.org.uk/
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Non-married couples
The new rules on intestacy have not changed the status of non-married 
partners. There is no such thing as a “common law” wife or husband, and 
if you live with a partner of the opposite or same sex outside of marriage 
or civil partnership, you have no rights under the intestacy rules even if you 
have children. However long you’ve been together, you and your late partner 
are treated as if single (unless you are still married to someone else). All 
the more reason to make sure you write a will in order to avoid a long-term 
partner losing everything, including the roof over their head.

on “mirror wills”, whereby a couple will make almost identical individual wills, 
leaving assets to each other or to the same people.

Before you visit a solicitor make a list of your assets, such as your house, your 
savings and investments, and anything else of value. Also note those things that 
may not have much monetary value but which you would like certain people  
to have, such as a particular painting that someone has admired or the old  
family photo album.

Choosing your executors
Executors are the people you appoint to sort out your affairs when you die 
and make sure that your wishes are carried out, so it’s important to select the 
right ones. They could be friends or family members, or a professional person 
or organization such as your solicitor or bank – or one of each. Both have 
advantages and disadvantages. 

You need between one and four, two being the optimum number, so that if 
one dies the survivor can take on the responsibility alone. Estates with more 
executors can take longer to administer, as they may need to consult each other. 
Always ask permission before you name an executor in your will.

A solicitor or an accountant will charge a fee for their services, as will a bank. 
Non-professional executors can’t charge, so it’s a nice gesture to leave them a 
bequest as a thank-you for their work. The advantage of professionals is that 
they will remain available to do the work, while circumstances may change for 
private individuals. The disadvantage is that it can be hard for a family to get 
rid of them if they are doing a poor job or charging too much. For this reason 
people often prefer to appoint a family member who can call in professional help 
if they feel they are out of their depth with any of the legal or tax details. 
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Having no will
If you die without a will, the distribution of your assets will come under the  
so-called “intestacy rules”. (See GOV.UK to find out who is entitled to what 
when someone dies without making a will.) Changes to these rules came in on  
1 October 2014, altering who gets what if you leave assets and fail to make a will. 

The new rules don’t change for anyone who dies leaving less than £250,000 
in assets – the spouse or registered civil partner still gets everything – but they 
do affect those who leave more and, with rocketing house prices, a higher figure 
is not unusual. The biggest change is for married couples and civil partnerships 
without children. In the past the surviving spouse got over half the assets, now 
he or she receives all of them. 

Under the new rules, if the married couple have children, the surviving  
partner takes all of the first £250,000 and half of everything in excess of that 
amount. The children receive the other half of the assets above £250,000, but 
need to be 18 years old or over to be able to get their hands on it.

Marriage supersedes a will
Any will made before you marry is automatically made invalid by a marriage  
or registered civil partnership, and if you don’t make a new will the rules of 
intestacy will apply. If you marry for a second time, it is particularly important 
to make a will to ensure that your wishes are reflected and the interests of your 
first family – particularly children and grandchildren – are protected as they 
could otherwise find themselves disinherited. 

Retirement plans
These days no one should rely entirely on the state to provide for their  
retirement. Average life expectancy is increasing and the savings you make 
during your working life need to last into old age, if you are to avoid hardship 
in your twilight years. It is not unreasonable to assume that you could spend a 
quarter or more of your life in retirement.

The key to saving for this time is not simply to put something aside when you 
think you can “afford” it. It is all about saving enough both to last a long time 
and to provide a decent standard of living. 

There are three main types of pension: workplace pension schemes, the State 
Pension and personal pensions. See Legal & General for more information.

http://www.legalandgeneral.com/your-life/money/retirement/our-guide-to-pensions/?cid=roughguide_familyfinance_pensionsexplained_p50
https://www.gov.uk/inherits-someone-dies-without-will
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Workplace pension schemes
The government has begun introducing “auto-enrolment” into workplace  
pension schemes, meaning that every employee will be signed up to a retirement 
savings plan unless they opt out. Workplace schemes save not just your own 
money but are boosted by a contribution from your employer and tax relief 
from the government, all of which help your savings grow.

If you can join a workplace pension scheme, you should do. If you don’t, you 
are effectively turning down a pay rise. However, merely saving the minimum that 
your scheme requires is unlikely to be sufficient. You need to keep an eye on your 
plan and make sure that you are on track 
to have enough in your “pension pot” to 
pay for the level of retirement income that 
you would like. This may mean making 
extra contributions, or finding a different way to top up the sum that your pension 
plan is likely to achieve. You could do this by saving in an ISA (see Individual 
Savings Accounts section, p.33) or investing in a business or property.

Remember that putting money into a business or property can be unreliable: 
the business could fail, or you might be unable to let or sell a property. You 
should be particularly wary of relying on your own home to give you a retire-
ment income, because unless the property is substantial and you can move to 
somewhere much smaller and cheaper, it is unlikely to yield very much in the 
way of cash since you will still need somewhere else to live.

The basic state pension
Most people will get the basic state pension when they retire. The rules have 
recently changed and anyone reaching state retirement age from April 2016 
will receive their pension under the 
new regime. This means women born 
on or after 6 April 1953 and men 
born on or after 6 April 1951. People 
reaching state retirement age before 
April 2016 will receive their pension under the old rules. Which rules apply to you 
depends on your birth date, so delaying taking your pension makes no difference.

Women’s pension ages are rising to align with men’s at 65 by 2018 and both 
will rise to 66 by 2020. You can find out the date on which you will reach state 
retirement age with this calculator on GOV.UK.

“Women’s pension ages are  
rising to align with men’s 
at 65 by 2018”

“If you can join a work-
place pension scheme, 
you should do.”

https://www.gov.uk/calculate-state-pension
https://www.gov.uk/inherits-someone-dies-without-will
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From April 2016, a new “flat rate” state pension of no less than £148.40 per 
week will be paid to everyone eligible after this date, as long as they have paid 
full National Insurance contributions for 35 years, or received credits such as 
during periods of unemployment or when acting as a carer.

The government recognizes that many people will have contributed under the 
old scheme to the additional state pension, known in the past as State Earnings 
Related Pension Scheme (SERPS) and the State Second Pension (S2P). There 
will be transitional arrangements so that these people do not lose out from  
having made extra contributions. See GOV.UK for more information about how 
this will work.

If you have already reached state pension age, or will do before 6 April 2016, 
you will receive your pension under the old rules. This may be less than the new 
flat rate pension but if it is more, it will not be reduced. You will continue to 
receive your pension and any benefits associated with it, such as pension credit 
(the minimum guarantee), just as before. 

See GOV.UK or The Money Advice Service website for more information on 
the state pension.

Pensions for employees
There are basically two types of pension scheme available to employees in the 
UK. The first is commonly known as a “defined benefit” or “final salary” scheme 
and is provided by your employer. The amount you receive each month during 
your retirement is related to how much you were earning when you ceased 
employment – your final salary. It will also, of course, depend on how long you 
worked for that employer. Final salary schemes are becoming quite rare in the 
private sector, though some big employers still have them. They still exist in  
the public sector for, among others, the police force, the army, the health and  
fire services, and local government workers. 

The second type of scheme is known as “defined contribution” or “money 
purchase”. With this type of scheme you save up yourself, often with contributions 
from an employer, to provide a 
“pot” of money that can be used 
in your retirement to provide an 
income. Under new regulations, 
from April 2015 you can also take 
out lump sums. 

Until recently most people would use the money they had saved to purchase 
an annuity – an “income for life”. Your money is handed over to an insurance 
company, which in return undertakes to pay you a certain level of income for the 

“Changes to the pension rules 
have made it easier for people 
to choose different options.”

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/181237/single-tier-pension-fact-sheet.pdf
https://www.gov.uk/state-pension
https://www.moneyadviceservice.org.uk/en/articles/state-pensions
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rest of your life, however long you live. Changes to the pension rules have made 
it easier for people to choose different options if they don’t want an annuity, and 
instead to “draw down” money from their pot as their income. This provides 
much more flexibility and the possibility of leaving any money left over to your 
heirs. With an annuity, if you die soon after you take it out, the annuity dies with 
you. The exception to this is when you purchase an “extra”, such as provision for 
a spouse or a guarantee that payment will be made for a certain number of years.

The downside of the new rules is that the income is not guaranteed, and 
if you spend your money too fast it could run out. Many people, therefore, 
may continue to opt for an annuity because it will guarantee that their money 
can never run out. To help you understand your new pension options see the 
Pension Wise website. 

Working out how much you need in retirement
Retirement should mean your expenses are lower: there’s less need to pay fares 
or buy smart work clothes, and you don’t need to pay National Insurance or pen-
sion contributions. Your tax bill may also be less after you retire.

To maintain the standard of living you had during your working life it is 
widely accepted that you would need an income of two-thirds your final salary. 
If, however, you think that is unachievable you should at least attempt to achieve 
half your final salary.

The Money Advice Service website provides another way of calculating what 
you will need to contribute throughout your working life. You will receive some 
money from the state. From 2016, there will be a new flat rate pension of no less 
than £148.40 per week.

Pensions for the self-employed
The self-employed often neglect to provide for their retirement because they 
are too busy running their businesses. Organizing retirement provision should, 
however, be a priority, particularly for sole traders, who could finish up with 

KEY LIFE MOMENTS

☞ TOP TIP One calculation to work out how much you should put aside for your 
pension is to halve your age and that is the percentage of your annual salary 
you should start saving. A 20 year old, for example, would need to contribute 
10% of their salary for the rest of their working life, a 30 year old 15%, a 40 
year old 20% etc.

https://www.pensionwise.gov.uk/
https://www.moneyadviceservice.org.uk/en/tools/estimate-what-you-need-to-save-for-retirement
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nothing more than the state pension if they don’t set up some sort of long-term 
plan during their earning years.

If you are self-employed, remember you are on your own when it comes to 
pension saving: there is no employer contribution going into the pot, although 
there can be generous tax relief. This means that it is even more important for 
you to make plans for the future. An appointment with a financial adviser would 
be time and money well spent.

There’s more information on pension-saving for the self-employed on The 
Money Advice Service website. You could also consider NEST, (the National 
Employment Savings Trust), an organization set up by the government for 
employers who, under the new rules on pensions, must provide a workplace 
scheme for their employees to join, but don’t want to sign up with the big fund 
management or insurance companies.

NEST also allows certain individuals and the self-employed to join. See the 
NEST website for more information. 

The cost of elderly care
Getting old can be expensive, particularly for people who need to pay for care. 
There will almost inevitably come a time when you (or an older relative) will 
need to reassess where to live, for either cost or health reasons. There are plenty 
of options, for example: downsizing, adapting your home to your needs, moving 
in with family or into a care home, or even retiring abroad. 

Whatever you choose needs to be paid for, but, fortunately, there is an array 
of benefits that elderly people can receive. These include:

 
›	Winter Fuel Payment: A regular payment to help with heating costs
›	Attendance Allowance: Payable to people who have a physical or mental 

illness or disability that affects their ability to look after their personal care 
or to keep safe

›	Carer’s Allowance: A cash payment that helps carers to continue looking 
after someone who can’t care for themselves

https://www.nestpensions.org.uk/schemeweb/NestWeb/public/NESTforSavers/contents/self-employed.html
https://www.moneyadviceservice.org.uk/en/articles/pensions-for-the-self-employed
https://www.moneyadviceservice.org.uk/en/articles/pensions-for-the-self-employed
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Find out what benefits you are entitled to using this calculator on the  
Age UK website. 

In April 2016, some important changes to social care funding are being intro-
duced. The amount you will have to pay for care will be capped at £72,000 – once 
it exceeds this figure, the state will pay for care costs for the rest of your life. 
However, if you go into residential care you will have to undergo a means test 
to assess your financial situation and establish whether you have to contribute 
to your own care or whether the council will cover the costs. From April 2016, 
the means-test threshold is rising from £23,250 to £118,500, which means that 
people who have less than £118,500 (including the value of their home) won’t 
have to pay for the full cost of their care. They will, however, have to continue 
paying their accommodation costs (board and lodging), which will now be  
limited to around £12,000 per year. For more information about the new social 
care funding scheme, see the factsheet on GOV.UK.

http://www.ageuk.org.uk/money-matters/claiming-benefits/benefits-calculator/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/268683/Factsheet_6_update__tweak_.pdf
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Buying a home
Many people – especially those wishing to start a family – want to own their own 
home, and sooner or later the question of whether buying is a better option than 
renting, or living with your parents, is bound to arise.

According to a survey by GOV.UK, home ownership peaked in 2003 when 
70.9% of households were owner-occupied. However, the economic shocks of 
the past few years have constrained bank lending and added to soaring house 
prices, particularly in the southeast of England. For first-time buyers, getting 
on to the property ladder is a serious challenge that should not be taken lightly.

Deciding to buy
Before you decide to buy, you must work out how much you can afford.  
First-time house-buyers often don’t realise that there are so many extra costs 
when calculating their overall budget. Costs quickly start to escalate so find out 
as much as you can about what’s involved before you start house-hunting. An 
independent financial adviser or mortgage broker would be able to take you 
through the process and help you make the right decisions. You can also get a 
general idea by using an online cost calculator, such as those on The Money 
Advice Service website. Other useful online resources include zoopla.co.uk, 
rightmove.co.uk and onthemarket.com, which provide an estimate of house 
prices in an area or on a specific street. 

pros
✔	Buying is an attractive option. You 
are putting your savings and earnings 
into something that you are likely, 
ultimately, to own outright. What’s 
more it’s an asset that will probably 
increase in value over the long term.
✔	Most house purchasers buy with a 
mortgage: a loan from a mortgage 
lender (usually a bank or building 
society) that is secured against the 
value of the property and paid off over 
a pre-set term. Once the loan is fully 
repaid the property is yours.

cons
✘	 When you buy a house, the 
mortgage repayments are just the start 
of your expenditure. You are responsi-
ble for the maintenance of the property 
and, if anything goes wrong, it is up 
to you to sort it out. You will need to 
insure the fabric of the building.
✘	If you fall on hard times and don’t 
keep up the mortgage payments, you 
could lose your home and the money 
you invested in it. Selling is not always 
an option if the property has fallen in 
value or becomes difficult to market. 

https://www.gov.uk/
https://www.moneyadviceservice.org.uk/en/tools/mortgage-calculator
https://www.moneyadviceservice.org.uk/en/tools/mortgage-calculator
http://www.zoopla.co.uk/
http://www.rightmove.co.uk/
https://www.onthemarket.com/
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Costs of buying a home
Once you have found the house you want and put in an offer, there’s an array of 
expenses you’ll have to pay. Here’s a guide to the costs involved:
› The purchase price: The amount of money that you agree to pay to the 

person selling the property, known as “the vendor”.
› Stamp Duty Land Tax: This is a tax, paid by the buyer, on land and property 

transactions in the UK worth over £125,000. Under a new system, introduced 
in December 2014, you’ll only pay the rate for the proportion of the property 
that’s above that price (see chart above). This means you pay nothing for 
the first £125,000, then 2% between £125,000 and £250,000, and 5% above 
£250,000 and so on. Work out costs using the calculator on HMRC.gov.uk. 
From April 2015, Scotland is introducing its own similar scheme – the Land 
and Buildings Transaction Tax – which will have different thresholds. For 
more, see the Stamp Duty Land Tax: the basics page on the HMRC website.

› Solicitor’s Fees: A solicitor or a specialist lawyer called a conveyancer usually 
does the legal work. Charges vary enormously, and may depend on the 
complexity of the work, but it is always worth shopping around. It is possible 
to do the work yourself, but this is inadvisable as it’s easy to make a mistake.

› Legal fees: There are additional legal fees for “searches”. These are essential legal 
checks about such things as whether the vendor is actually entitled to sell the 
property or whether you have any legal obligations once the property is yours. 
Expect to pay fees between £250 and £300. There’s a list of typical fees on the 
reallymoving.com website.

› Mortgage fees: If you are buying the property with a mortgage, the lender may 
make charges, such as an “arrangement fee” for doing the paperwork and a 

STAMP DUTY LAND TAX (SDLT) 
Residential properties

0%
2%

5%
10%

5%
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125,000
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£125,001–
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£250,001–
925,000

£925,001–
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Over 
£1.5 million

Actual cost
£0

£0.02–
2500

£2,500–
£36,250

£36,250–
£93,750

£93,750+

Source: GOV.UK

http://www.hmrc.gov.uk/tools/sdlt/land-and-property.htm
http://www.hmrc.gov.uk/sdlt/intro/basics.htm
http://www.reallymoving.com/moving-advice/conveyancing/what-are-conveyancing-disbursements?ab=h
http://www.gov.uk/stamp-duty-land-tax-rates


57

YOUR HOME

“booking fee” for reserving the loan for you at a particular rate. These fees will 
vary from lender to lender and loan to loan, and are an important loan cost.

› Valuation and survey fees: Your mortgage lender will charge a fee for 
valuing the property to ensure that it is worth the money it is advancing. 
You should also obtain a report from a surveyor about the condition of the 
property, to find out whether there are any defects in the building. There are 
different types of survey (see Types of Survey box below), but you should 
opt for at least one of them in addition to the mortgage lender’s valuation.

› Removal fees: Most people use a removal company to transport their 
furniture and belongings. The cost varies depending on how much you 
are moving, the distance involved and whether you pack your possessions 
yourself. Get a range of quotes and check that who you use is a member of 
the British Association of Movers (BAR).

› Renovations and improvements: You should make an allowance in your 
budget for any alterations or improvements, not just for major structural 
works such as an extension or new kitchen but also for smaller things. 

› Other incidental expenses: These include items such as a telegraphic 
transfer fee of around £50 to transfer the mortgage money to the seller’s 
solicitor, and an “insurance fee”. Many lenders charge this for checking that 
you have suitable insurance on the new property if you don’t buy insurance 
from the lender itself. Leave at least a couple of hundred pounds in your 
budget for unexpected charges.

Types of survey
Home Condition Report: This is the lowest cost survey. It is suitable for  
conventional properties and newer homes where no major defects are 
likely. It shows the general condition of the property, offers guidance to legal  
advisers, and highlights any urgent defects.

Homebuyer Report: This is based on the Home Condition Report, but it 
adds a market valuation and a calculation of rebuilding costs for insurance  
purposes. It will notify you of defects that may affect the value of the property 
and give advice on repairs and ongoing maintenance. This type of report will be 
suitable for most homebuyers wanting more than the home condition report.

Building Survey: This type of survey (previously called a full structural 
survey) is the most comprehensive report you can have and is essential for 
larger or older properties, or if you are planning major works. It will tell you 
about the property’s condition and includes advice on defects, repairs and 
maintenance options.

There’s more information on types of survey and how to find a surveyor on 
the website of the Royal Institution of Chartered Surveyors (RICS).

http://www.rics.org/uk/knowledge/more-services/consumer-guides/home-surveys/
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Finding the money
Having decided to go ahead with the purchase of a property, your largest 
expenditure (apart from all the fees listed in the Costs of buying a home 
section, pp.56–57) will be the initial deposit, which is a one-off payment, 
and the mortgage, which is paid off over several years.

The deposit
This is the money that you put down yourself. Some people get help from 
parents. Otherwise it is down to you to save the money. One hundred percent 
mortgages (those with no deposit) are a thing of the past. You need to find at 
least 5% of the purchase price and possibly more. This means that, if you want 
to buy a home costing £300,000, you need to have saved or been given at least 
£15,000. A 15% deposit would mean finding £45,000.

The mortgage
Most people buying their own home 
need a mortgage. A walk down the 
high street looking at what’s advertised 
in banks and building societies will 
give you a good idea of what’s on offer. 
Alternatively, a mortgage broker may 
be worth consulting: they will be able to 
look across many lenders, finding offers that are not available from familiar high 
street names and are better suited to your particular needs.

A broker will be particularly useful if you are paid in a non-standard way – 
such as with commission or bonuses – or are self-employed. A broker will also 
be helpful if you are buying a property that is in any way unusual, such as one 
with non-standard construction or ownership terms. Non-standard construction 
might be a so-called “system built” home built of metal and concrete rather 
than bricks or blocks, or one with a thatched roof. Non-standard-ownership 
would include “flying freehold”, where you own the building but not the  
land underneath it.

The bigger your deposit, the lower the “loan to value” (LTV), the propor-
tion of the value of the property being paid for by the mortgage. Mortgages with 
a low LTV are usually cheaper than those with high LTVs, with the best rates 
going to people who can put down 40% or more. 

☞ TOP TIP Some lenders don’t 
offer their loans via brokers so 
it is a good idea to do some 
research on the internet.
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Help to buy
Help to Buy is a government-backed scheme to support buyers who may 
previously have struggled to raise a sizeable deposit. It’s the same as a tra-
ditional mortgage, except the government guarantees a portion of the loan 
to an affiliated lender (though the agreement is between the lender and the 
government, not you). You will barely notice the difference. You can apply 
for one of two different schemes: an Equity Loan or a Mortgage Guarantee.

Equity Loan: In this scheme the government lends you up to 20% of the price 
of a new build house costing no more than £600,000. This means you only 
need a 5% cash deposit, with a 75% mortgage making up the rest. In the 
sixth year, you’ll be charged a fee of 1.75% of the loan’s value. After this, the 
fee will increase every year. You will need to pay the whole loan back after 25 
years or when you sell your house, whichever is earliest.

Mortgage Guarantee: In this scheme the government guarantees the 
mortgage on the purchase of a house costing no more than £600,000. This 
enables lenders to offer you a bigger mortgage – up to 95% of the price 
of the property. The borrower is still responsible for the mortgage repay-
ments for the full amount of the loan. The Mortgage Guarantee scheme 
comes to an end in December 2016.

For more information visit the Help to Buy website.

Shared Ownership
Another scheme aimed at helping you buy is Shared Ownership, which is  
available through some housing associations. This is a combination of buying and  
renting in which you buy a share of the house or flat – between 25% and 75% of 
the property’s value – and pay rent on the remaining share. You’ll need to take 
out a mortgage to pay for your share of the purchase price.

When you can afford it, you can opt to buy a bigger share of the property and 
pay rent on a smaller proportion. You can repeat this many times over until you 
own the entire property.

There’s more information about Help to Buy and other schemes on The 
Money Advice Service website.

http://www.helptobuy.org.uk
https://www.moneyadviceservice.org.uk/en/articles/help-to-buy-homebuy-and-other-housing-schemes
https://www.moneyadviceservice.org.uk/en/articles/help-to-buy-homebuy-and-other-housing-schemes
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Renting
Not everyone is able or even wants to own a home. Renting can give you much 
more flexibility, such as the ability to move at short notice, and it carries less 
responsibility in terms of larger repairs or structural maintenance of the prop-
erty. It can also work out cheaper, provided you keep it in good condition in 
accordance with your tenancy agreement. 

Most tenancies for private residential accommodation are known as assured 
shorthold tenancies, which usually last for six or twelve months before being 
renewed or terminated.

If you are using a letting agent to find a suitable property to rent, make sure it 
is a member of one of the following schemes:
› The Association of Residential Lettings Agents (ARLA) 
› National Association of Estate Agents (NAEA) 
› Royal Institution of Chartered Surveyors (RICS) 
› UK Association of Letting Agents (UKALA) 

Membership of one of these organizations guarantees you recourse to the 
Property Ombudsman, a free arbitration service, which should be able to help 
you if things go wrong. It is a legal requirement for all lettings agencies to be 
a member of a legal redress scheme so that you have an appeal mechanism 
if you feel your landlord is not treating you fairly. Other redress schemes are 
Ombudsman Services: Property and the Property Redress Scheme which also 
offers independent investigation into complaints about hidden fees or poor 
service. If a redress scheme upholds a tenant’s complaint, he or she may be able 
to receive compensation.

Is it cheaper to rent?
The answer to this question is not always an obvious one, and can easily 
change over time. It can depend on your personal circumstances, such as the 
size of your family and whether you qualify for social housing. It can also be 
affected by rising rent levels in your area, or interest rates in the general econ-
omy which determine the amount you pay for your mortgage and your home. 

http://www.arla.co.uk/
http://www.naea.co.uk/
http://www.rics.org/uk/
http://www.ukala.org.uk/agents
http://www.tpos.co.uk/
http://www.ombudsman-services.org/property.html
https://www.theprs.co.uk/
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The cost of renting
As well as the monthly rent asked for by the landlord you will need to find:
› Agents’ fees: Agents can’t charge tenants simply for registering to find a 

property or providing a list of rental properties. They can charge you if they 
provide other services, including administration fees for undertaking credit 
checks and the cost of preparing a tenancy agreement.

› A holding deposit: You will typically be asked to make a non-returnable 
holding deposit to secure the property you wish to rent and to have it 
removed from the market. The sum will normally be deducted from the 
security deposit or the first month’s rent. If you don’t go ahead with the 
tenancy having handed over this money, you will forfeit it.

› Security deposit: As well as your first month’s rent in advance, most 
tenancies will require you to pay at least a further deposit to cover damage 
to the property or contents during your residence and cleaning costs at the 
end of it. If there is no damage to the property, or any damage is made good, 
this deposit should be returned to you. An agent who charges a security 
deposit must hold the money in a government-approved scheme, such as the 
Deposit Protection Scheme in England and Wales, the Letting Protection 
Service in Scotland, and Northern Ireland, and give you details of the scheme. 
This applies to all tenancies commencing after 6 April 2007 or tenancies 
renewed after this date.  

› Miscellaneous fees: Agents may also charge other fees, such as an 
“inventory fee” for checking the contents of a property, particularly  
if it is furnished. They may do this either before or after you have moved 
in or both. To avoid nasty surprises, make sure the agent gives you a list 
of anything that you might be charged for and that you are happy with 
it. Don’t be afraid to challenge fees and discuss them with the letting 
agent if they seem unreasonable. 

☞ TOP TIP As a guide, you only want to spend around 25% of your total 
income on rent. So your rent each month should only come to as much as a 
week’s salary. Annually, if you are earning £20,000 per year you may wish to 
spend around £5,000 per year on rent.

http://www.depositprotection.com/
http://www.lettingprotectionscotland.com/
http://www.lettingprotectionni.com/
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Mortgage and rent arrears
If you are struggling to meet your bills for any reason, whether as a result of job 
loss, bereavement, relationship breakdown or simply rising costs, you should 
take action to get your finances back in kilter right away. Never ignore financial 
problems that mean you could potentially lose the roof over your head.

With a mortgage the first port of call should be your lender, to see if they 
can offer any help. If your financial 
problems are likely to be temporary 
– you may have lost your job but 
are likely to get another one soon – 
you may be able to take a “payment 
holiday”, or extend the term of your 
loan to reduce the monthly payments due. Each case will be treated differently, 
depending on circumstances, so it’s important to find out what help you can get.

If you find that you are having problems meeting your bills in  
general, get help from a third party, such as a debt counsellor. You should never 
feel you are alone with debt worries, with no one to turn to. The Money Advice 
Service offers lots of help for dealing with debt and arrears. 

They can help you to:
› Draw up a budget to reduce your outgoings
› Prioritize your debts so that you pay the most important ones first
› Negotiate with your creditors, or do this for you, to reduce monthly 

payments, write off part of the debt or otherwise make your situation  
easier to manage

There are also many agencies and charities that can advise, including 
StepChange; National Debtline; and Citizens Advice. See also Avoiding Debt 
box (p.45.) 

“Never ignore financial 
problems that mean you 
could potentially lose the 
roof over your head.”

https://www.moneyadviceservice.org.uk/en/categories/taking-control-of-debt
https://www.moneyadviceservice.org.uk/en/categories/taking-control-of-debt
http://www.stepchange.org/
https://www.nationaldebtline.org
http://www.citizensadvice.org.uk/


Next steps
Financial troubles can put pressure on family life, and cause sleepless nights. 
According to research by Legal & General, 41% of people say that money is their 
biggest worry. Many people find it difficult to talk about their finances with  
family, but the more open you are, the better, as you can tackle the issue together.

Hopefully, this book has helped make personal finance less intimidating.
Keeping control of your finances is really quite simple if you learn what benefits 
are available to you, avoid bad borrowing, make the most of whatever income 
you have, and perhaps even invest to make it go that little bit further. It’s impor-
tant to plan, to ensure a secure future for your children and to take care of older 
family members. Even a small adjustment can make a big difference to your 
finances and your family. 

Visit www.roughguidetopersonalfinance.com to subscribe to  
The Rough Guide to Personal Finance series.

63

THE ROUGH GUIDE TO FAMILY FINANCE

http://www.legalandgeneral.com/your-life/tackling-the-money-taboo/whats-taboo/?cid=roughguide_familyfinance_nextsteps_p63
http://www.roughguidetopersonalfinance.com
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Jargon buster
AER (annual equivalent rate): The rate of interest that you would receive if you 
deposited your money for a whole year. The AER on an account paying a six-month 
introductory bonus would be considerably lower than the headline rate for the 
first six months that included the bonus.

Annual personal allowance: An amount of income that you can earn each year 
without paying tax. Anything you earn above this amount is taxed. 

Annuity: A term usually used in common parlance to mean the guaranteed income for 
life that you can buy with your pension savings, although there are other types of annuity. 

APR (annual percentage rate): An interest rate that shows the true cost of  
borrowing in terms of interest and fees. It includes any arrangement fees or set-up 
costs, expressed as an annual figure, allowing easy comparison of loan products.

Child Trust Fund (CTF): A tax-free savings account for children, now replaced by 
Junior ISAs. The government provided an initial payment of £250 at birth (£500 for 
low-income families) to all children born between 1 September 2002 and 2 January 2011. 

Executors: The people you nominate in your will to organize your affairs when you die.

Headline rate: The advertised interest rate before distorting factors have been removed.  

HM Revenue and Customs (HMRC): A government department that is responsi-
ble for collecting taxes to make sure that money is available to fund the UK’s public 
services. It also administers National Insurance and state benefits.

Individual Savings Account (ISA): A type of savings account that allows you to 
save money without paying income tax or capital gains tax on it. 

Inheritance tax (IHT): A tax paid on the estate – the money and property – of a 
deceased person. 

Intestacy rules: The rules that apply if someone dies without a will. 

Junior Individual Savings Account (Junior ISA): A tax-free savings account for 
children. 

Loan to Value (LTV):  The size of your mortgage loan compared with the value of 
your property. 

Mortgage: A loan provided by a bank or building society (the “lender”) to a person 
buying a property (the “borrower”). 
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National Insurance: The state insurance system comprising contributions by 
employers and workers to fund health services, income and other welfare benefits  
for the sick, unemployed and elderly.

Overdraft: A banking facility that allows you to withdraw more money than you 
have in your account. The bank temporarily lets you borrow extra funds. 

Payday lender: A loan company that specializes in short-term unsecured lending.  

Personal pension: A retirement savings scheme that you set up for yourself and pay 
money into to create a fund of money to be used in later life. 

Re-mortgage: The replacement of an existing mortgage with a new one. You might 
want to do this to save money, for example, if another lender offers a better deal. 

Representative APR: The interest rate that at least 51% of those who obtain a loan 
or credit card would be charged if they were to borrow £1200 over a year. 

Retail Prices Index (RPI): A measure of UK inflation that compares the price of 
goods and services each month. Published by the Office for National Statistics. 

Stakeholder pension: A type of low-cost personal pension. 

Stamp Duty: Stamp Duty Land Tax or SDLT is a tax, paid by the buyer, on land and 
property transactions in the UK worth over £125,000. The rate at which it is paid 
depends on the purchase price of the property.

Stocks and shares: Investments in companies, whose value may go up and down 
depending on how the companies’ business performs and the sentiment of other 
investors. When you buy a stock or share, you become a part-owner of the company, 
along with all the other investors.  

Tax year: The period over which taxes and benefits are calculated. The year used by 
the government for calculating personal taxes is April 6–April 5. Other entities, such 
as companies, may use different periods for their tax year.

Tax relief: A deduction in the amount of tax a person or company has to pay. 

Tenancy agreement: A contract between a landlord and someone who rents their 
property, which sets out the legal rights and obligations of both parties. 

Universal Credit: A new single payment for people who are looking for work or on 
a low income (introduced in 2013). It replaced a range of benefits, such as income 
support and housing benefit.

Vendor: The person selling a property.
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ADVICE & CHARITIES
›  Age UK ageuk.org.uk
›  Citizens Advice  

citizensadvice.org.uk
›  entitledto entitledto.co.uk
›  IncomeMAX incomemax.co.uk
›  Independent Age independentage.

org
›  The Money Advice Service 

moneyadviceservice.org.uk
›  National Debtline 

nationaldebtline.org
›  StepChange Debt Charity 

stepchange.org
›  Turn2us turn2us.org.uk

EDUCATION
›  The Good Schools Guide 

goodschoolsguide.co.uk
›  National Union of Students 

nus.org.uk
›  Student Loans Company 

slc.co.uk

GOVERNMENT & PUBLIC BODIES
›  The Children’s Commission  

on Poverty 
childrenscommission.org.uk

›  Financial Conduct Authority  
fca.org.uk

›  GOV.UK gov.uk 
›  HM Revenue & Customs 

hmrc.gov.uk
›  National Health Service  

nhs.uk

LAW
›  The Law Society of Scotland 

lawscot.org.uk
›  Northern Ireland Law Society 

lawsoc-ni.org
›  Solicitors Regulation Authority 

sra.org.uk

PENSIONS
›  National Employment Savings 

Trust nestpensions.org.uk
›  The Pensions Advisory Service 

pensionsadvisoryservice.org.uk

PROPERTY
›  Association of Residential Letting 

Agents arla.co.uk
›  Deposit Protection Scheme 

depositprotection.com
›  The Letting Protection Service 

Northern Ireland 
lettingprotectionni.com

›  The Letting Protection Service 
Scotland 
lettingprotectionscotland.com

›  National Association of Estate 
Agents naea.co.uk

›  Ombudsman Services 
ombudsman-services.org

›  The Property Ombudsman  
tpos.co.uk

›  Property Redress Scheme 
theprs.co.uk

›  Royal Institution of Chartered 
Surveryors rics.org

›  UK Association of Letting Agents 
ukala.org.uk

Useful links

http://www.ageuk.org.uk/
http://www.citizensadvice.org.uk/
http://www.entitledto.co.uk/
http://www.incomemax.co.uk/
https://www.moneyadviceservice.org.uk/en
https://www.nationaldebtline.org/
http://www.stepchange.org/
http://www.turn2us.org.uk/
http://www.goodschoolsguide.co.uk/
http://www.nus.org.uk/
http://www.slc.co.uk/
http://childrenscommission.org.uk/
http://fca.org.uk/
https://www.gov.uk/
https://www.gov.uk/government/organisations/hm-revenue-customs
http://www.nhs.uk/Pages/HomePage.aspx
https://www.lawscot.org.uk/
http://lawsoc-ni.org/
http://www.sra.org.uk/home/home.page
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/home/contents/homepage.html
http://www.pensionsadvisoryservice.org.uk/
http://www.arla.co.uk/
http://www.depositprotection.com/
https://www.lettingprotectionni.com/
https://www.lettingprotectionscotland.com/
http://www.naea.co.uk/
http://www.ombudsman-services.org/
http://tpos.co.uk/
https://www.theprs.co.uk/
http://www.rics.org/uk/
http://www.ukala.org.uk/
http://www.independentage.org
http://www.independentage.org
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As an experienced personal finance writer, Annie Shaw 
is the perfect guide to help you navigate your family’s 
finances. She has worked as property editor for the 
Sunday Telegraph, as a money journalist at The Times 
and as a financial “agony aunt” for both the Daily 
Express and the Independent on Sunday. Annie was co-
author of the book 100 Ways to Beat the Credit Crunch, 
published in 2008, and was the resident money expert 
on BBC London 94.9’s The Breakfast Show for four 
years. She now writes for several national newspapers as 
well as the Money Clinic column in Saga magazine, and 
makes frequent guest appearances as a personal finance 
expert on radio and television news.

Annie Shaw

http://www.roughguides.com/
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