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Important items Amount Re-​evaluated amount

Car £ £

Internet £ £

Non-​essential items Amount Re-​evaluated amount

Designer clothes £ £

Gym membership £ £

Activity 16.3: Dealing with debt: eliminate bad 
debt and avoid excessive costs

Step 1: Distinguish debt types

•	 Useful debt (e.g. a low-​interest mortgage) can increase 
your income/net worth.

•	 Bad debt (e.g. high-​interest credit cards) reduces income 
and harms your finances.

Worksheet:

Debt type Description Amount Interest 
rate

Useful 
debt

Bad 
debt

Mortgage Home loan £ % Yes No

Credit card Monthly expenses £ % No Yes

Car loan Car purchase £ % No Yes
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Step 2: Prioritise debt reduction

1.	 Review the loan interest figures from Activity 16.1 and 
compare total expenses to income.

2.	 If expenses exceed income and you have bad debt, 
address this urgently.

3.	 Focus on reducing high-​interest debts (e.g. e.g. credit 
cards).

4.	 Reconsider expenses and cut non-​essentials.
5.	 Reduce debt by paying bills on time and clearing 

ongoing debts monthly.
6.	 Seek additional income or sell items to pay off debt.
7.	 Get reputable debt advice, verifying any fees payable.

Worksheet:

Total expenses £

Total income £

Remaining income £

Action plan Description Deadline

Cut non-​essential items E.g. reduce dining out

Pay bills on time Avoid late fees Ongoing

Seek additional income Part-​time job or freelance work

Seek debt advice Contact reputable debt advisory 
service
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