
appears to be a certain I.ack of
cl.arity abouthow a debt makes it on
to money advisers' priority payment
I.ist. This has become a major issue

for water compnnies since the relegntion of
water debt on to the non-priority list after the
ban ondiscorulections in 1999. An overvie~' of
priority debts is necessary to address common
misconceptions of many water company repre-
sentatives,partictl.larly those who are !)tin hop-
ing to get water debt promoted back up to a
higher division.

Priority debts are those that, if unpaid,
pose areal threat to home, liberty, es1ient.ial
goods and services or a place in the communi-
ty(see box),

It is the ultimatc sanction available to thc
creditor that dctcrmincs the status of a debt.
Until.l999 watcr debt was included on the pri-
ority list, as non-payment could resu1tin dis-
conncction of the essential water supply. As
that is no longer possible, water debt has taken

its place alongside. but not
below, credit cards. unsecured
loans and the like,

However. water debt is
\.mique among other non-priority
debtsbeca\.lse the supplier has an
obligation tomaintai.ll supply, In
all other non-priorlty ca&es.,
good " be e'. dd '

tJl scan r po&&e&se ..cre 1

cardsdi&continuedand soon,
Governmentctearty consid-

ers water to be a priority {hen(;c
the ban on disconnections) but
money advise,rscan only treat it
as a non-priority, Tbercfore.. with
the ban on disconnections here
to stay and imprisonment not an Water debt: implications beyond finance
option. the industry needs to
adcePt,the facta~d find alte!.nativemethods to Ideal WIth escalatlngdomestlc water debt.

Despite co.lnmon misconceptions, money
advice worketSshare similar atnbitions to the
.ili!--C"~"-

Debt

Rent or mortgage arrears

SecuredJoans

Counci' Tax (and Community
Charge arrears)

Fines; maintenance and.
compensatIOn arrears

Gas and electricity charges

Tax and VAT

National.lnsufancecontributions

H irepurc hasej condition a IsaJe

Debts to family and friends

Sanction available to creditor

Non-payment could lead to repossession/eviction and
homelessness. Goods can be seized for rent arrears.

Non-payment could result in repossession and sale
of property to recover outstanding amounts.

Non-payment could result in local authorities using
baiJiffs to seize debtors' property and could lead to

imprisonment.

Unpaid finescould.result in loss of essentiaJ. items to
bailiffs or, ultimately, to imprisonment.

Suppliers have.the power to disconnect fornon-pay-
ment of bills (though this does not apply to non-fuel
items which would be treated as non-priority)

tnland Revenue and Gustoms &Excise can seize
goods from the debtor to cover adebtwithout the
requirements of a court order. Either can instigate

bankruptcy proceedings and the...Jn.landRevenue can
take court action inthe magistrates' or county court.
If the debtor defaults on the court order it couldJead
to imprisonment for contempt of cOurt.

Glass 4 National Insurance contributions for self-
emptoyedearners are assessed and collected by the
Inland Revenue aJong with unpaid income tax.

To prevent repossession of goods considered
essential to .the debtor -for exampte, a car for work
where there isno access to suitable public transport.
The creditor would have the power to repossess
goods if payments were not met.

Only possible in exceptional circumstances -for
example, whereaf.amily member has acted as
guarantor for a loan orapartner'sf.amily have loaned
money which, if. unpaid, may resuJt inthe breakdown
of the reJationship.

water companies.
They toowart.t their
clients (companies ,

customers) to be
able to mect their
financial obliga-
tions as far as is".

practicable\ , ~he
fundamental d1f1er-

!ence is that money
advisers have an
over-riding duty to
assist their clients
in identifying and
meeting those
debts thai carry

I serious risk for
them and theirfam-

ily their priorities. Once that ha," been
achieved, all other non-priority debts are dealt
with in a consistent manner by a pro-rata dis-
tribution of the remaining disposable income
(ifclien.tsare fortunate en()ugh tohave any),

It is not, andneverwitl be, a money advi,!i-
er's rolcto 'decide' what is or is nota priority
debt. They are mere messengers of fact andar.e
therefore unable to pl.a~e water. in theprior.ity
~aICgory as itnol.onger carries aJJultimate sanc-
tionthat threaten:; home, libel1y, essential goods
or services or a place in the community.

Guidance for money advice worker.s states
that. they should 'allow a realistil: amOltnt for
current consumption' on their clients' financial
statements. They are also advised that help
may be available from one of the water indus-
try's trust funds to help withcl.earing o.utstand-
lng arrears. If such help is not available in
their region, arrears should be treated along
with other non-priority debts.

l...0oking to the future, it would bc wise for.
companies to accept the new found position
and to think laterally about how they are going
to approach debt collection in the light of
redllced priority before things get much worse.
The time is long overdue for a radi~alrethink
oIdebt concction in the water industry. Until
the industry recognises its own limitations in
dealing with customers in. multiple debt sltua-
tions, progress will be muted and debts win
continue t.o rise, Debt. is an issue that. often
extends far beyond finance. It has implications
on the health and well-being of indlvidIJals
and families and poses a threat to physical and
emotional stability.

Treating one debt in isolation may bring
abollt temporary relief by shifting the problem
elsewhere. By assisting the customer to achieve
financial ~ustainabitity by a process of supP<)rt
and education, companies would be inve~tjng
in th,ecustonlers.', a~d t~eiT own, future. ..
.,'ju."(l.n Jordan i." dlreclor 01 the Anghan
W(lter lru.",tFund, a grant-making b()d)'~~'hich
help", CUSl()mer"in »'llter debt (01 73.~ ,1.~ll77;
,\'/.I."aniorda"(ifia~j,.tf:()rf!.lik)


