WATER

With the threat of disconnection removed, water companies have to rethink
how they approach customers in multi-debt situations - Susan Jordan reports

Slippery customers

here appears to be a certain lack of

ity about how a debt makes it on

toney advisers’ priority payment

This has become a major issue

for water companies. since the relegation of

water debt on to-the non-priority list after the

ban on-disconnections in 1999. An overview of

priority debts is necessary to address common

misconceptions of many water company repre-

sentatives, particularly those who are still hop-

ing to get water debt promoted back up to a
higher division.

Priority debts are those thar. if unpaid,
pose a real threat to home, liberty, essential
goods and services or a place in the communi-
1y (see box).

It is the ultimate sanction available (o the
creditor that determines the status of a debt.
Until 1999 water debt was included on the pri-
ority list, as non-payment could result in dis-
connection of the essential ‘water supply. As
that:is no longer possible, water debt has taken

its ‘place alongside, but not
below, credit cards, unsecured 5
loans and the like. i
However, water: debt is [
unique among other non-priority
debts because the supplier has an :I
obligation to maintain supply. In
all other non-priority cases, e
goods-¢can be repossessed, credit [
cards discontinued and so on.
Government clearly consid-
ers water to be a priority (hence |
the ban on disconnections) but
money advisers can only treat it
as a non-priority. Therefore, with
the ban on disconnections here
to stay and imprisonment not an Water debt: in
option, the industry needs to
accept the fact and find alternative methods to
deal with escalating domestic water debt.
Despite common misconceptions, money
advice workers-share similar ambitions to the
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& 4 They too want their
1 clients (companies’
customers) to be
able to meet their
finaneial  obliga-
tions as far as is
& practicable.  The
fupdamental differ-
ence is that money
advisers have an
| over-riding duty to
assist their clients
in identifying and
meeting those
7 debts that carry
v serious risk for

them and their fam-
ily ~ their priorities. Once that has been
achieved, all other non-priority debts are deait
with in a consistent manner by a pro-rata dis-
tribution of the remaining disposable income
(if clients are fortunate cnough to have any).

It is not, and necver will be, a money advis-
er’s rolc to “decide’ what is or is not a priority
debt. They are mere messengers of fact and-are
therefore unable to place water in the priority
category as it no longer carries an ultimate sanc-
tion that-threatens home, liberty, essential goods
or services or a place in the community.

Guidance for money advice workers states

. that they should ‘allow a realistic amount 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 with clearing outstand-
ing arrears. If such help is not available in
their region, arrears shouid be treated along
with other non-priority debts.

Looking to the future, it would be wise for
companies 10 accept the new found position
and to think laterally about how they are going
to approach debt collection in the light of
reduced priority before things get much worse.
The time is long overdue for a radical rethink
of debt collection in the walter industry. Until
the industry recognises its own limitations in
dealing with customers in multiple debt situa-
tions, progress will be muted and debts will
continue to rise. Debt is an issue that often
extends far beyond finance. It has implications
on the health and well-being of individuals
and families and poses a threat to physical and
emotional stability.

Treating one debt in isolation may bring
about temporary relief by shifting the problem
elsewhere. By assisting the customer 1o achieve
financial sustainability by a process of support
and education, companies would be investing
in the customers’, and their own, future. a
® Susan Jordan is director of the Anglian
Warer Trust Fund, a grant-making body-which
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