1.  Urgent oral question
6th November 2009

The Greffier of the States (in the Chair):

Yesterday afternoon the Deputy Bailiff granted ke&w Deputy Southern to ask an urgent
oral question. The earliest, under Standing Orer this could be asked was this
morning and, therefore, | invite the Deputy to ek question. It is on Members’ desks.

1.1 Deputy G.P. Southern of St. Helier of the Minister for Treasury and Resour ces
regarding ...

Following the announcement that Jersey Water isnioge negotiations with staff
representatives in relation to 20 staff whose jabes said to be at risk of redundancy
would the Minister inform Members what consultatidhany, has taken place between
the company and the Minister as representativleitajority shareholder in relation to
this matter?

Senator P.F.C. Ozouf (The Minister for Treasury and Resour ces):

| was alerted to the fact that an announcementgoasy to be made on Tuesday evening
although | was not informed of the detail of it.whs informed in parallel with other

parties. While | have had discussions with therai@n subsequently, | need to say to
the Assembly the company has not consulted anytsofshareholders prior to the

announcement on what is clearly an operational enattlt would not have been

appropriate to do so to consult with one shareloldethe potential disadvantage of
others. What | can say is that | require Jerseye¥\&aBoard of Directors generally under
the responsibilities | have with all States ownethpanies to provide efficient, effective

and affordable services to Island while, of counsgjuiring an appropriate financial

return to the States as shareholder. | also expettall States owned companies or
partly owned companies treat their employees resplynand fairly. Jersey Water have,
| am advised, been involved with J.A.C.S. (Jerselyigory and Conciliation Service)

and commenced a consultation with staff and themumn proposed changes to the
company’s operating practices. The company is citiedy | am advised, to treating its

staff fairly and supporting them through the precesThe company is committed to
exceeding the legal requirements of any arrangesmtbiait may be necessary. | have
discussed the matter with the chairman and | wantlace on record that | have full

confidence in the chairman, the board and the comnpatheir actions.

1.1.1 Deputy G.P. Southern:

Given that last year the retiring Chairman was abksay your company generated profits
before tax of £4,034,000, an increase of 14 pet oenthe previous year, does the
Minister consider it is appropriate behaviour focampany owned by the States to be
behaving in this way?

Senator P.F.C. Ozouf:

| consider it to be absolutely appropriate for biward of directors of a company to act in
the best interests of the shareholders and itsucoers. It is clear that the company has
identified operational efficiencies, and | wouldadr the attention of the Deputy to the



remarks of the Comptroller and Auditor General is teview of Jersey Heritage Trust
that good management does not simply spend monantilghe budget that is available.

1.1.2 Deputy S. Pitman of St. Helier:

Only a few weeks ago we heard the Council of Mersisaying that they had not broken
any collective bargaining in negotiations with th@ons and at 4.00 p.m. on Wednesday
the workers of Jersey Water were brought into tbfice and told that they were going
to lose their jobs to private contractors so theas no consultation contrary to what the
Minister says. Does he think this is appropriate?

Senator P.F.C. Ozouf:

This should not be, in my view, a political matteFhis is an operational matter. | am
happy to answer and | am happy to exchange to Mentbe views that | have had with
the chairman. The Deputy is quite wrong in theedgm that there is no consultation
going on. An announcement of an intention, a gakimtention or a potential decision,
to make changes to the company has been made. isTtxatr and above, | understand,
the statutory requirements that the company haseyThave been a responsible
employer. They are consulting with the union aathmencing a period of consultation.
No final decisions have been made.

1.1.3 Deputy S. Pitman:
Supplementary. Could he explain then what consoiftdnas gone on with the workers?
Senator P.F.C. Ozouf:

| am not an expert or the Assembly’s expert on eypent law. | understand that the
company is abiding by best practice which is ovet above the legal entittement and the
legal requirements of the company and they ara@désirly and they are informing their
staff at the first available opportunity of potetchanges within their organisation and
everything | have heard from, seen in corresponelesnad spoken to the chairman
indicates that that is the case and it would béeqwrong for the Deputy to insinuate
otherwise.

1.1.4 Deputy P.V.F. LeClaireof St. Helier:

The Minister has spoken this morning with nothing praise for the company who he
has full confidence in the board and the operatiot@nduct of the company.
Notwithstanding his adoration for the utility conmya what does he feel about the
workers who are now being faced with potential rethncy ahead of Christmas at a time
that Jersey is in recession along with the rest@fvorld?

Senator P.F.C. Ozouf:

| have every sympathy with the employees. Evepgjsiten of any organisation having to
make difficult decisions in the economic environmignwhich we find ourselves has to
deal with their employees sensitively and, if tleeidions are followed through after the
consultation that there is going to be a changéhénway the company operates, the
company is committed to working with its employessl finding new jobs for its new
employees maybe in other companies. | know alabttie services of Social Security,
Jersey Enterprise and Economic Development wilb dilsd job opportunities for any



workers that are losing their particular opportigsitin this company. We are not in the
state of a massive unemployment in Jersey. Thereraployment opportunities; just as
the sad case of the Woolworths employees who lust jobs because of changes at
Woolworths now have new productive opportunitiesngw retail operations at New

Look. So is the case for any organisation. It \ddee wrong for the States to send a
signal to Jersey Water that they should not benmdgy their operations to market

demands and appropriate value for money for custame

1.1.5 Deputy P.V.F. LeClaire:

Nevertheless, does he not consider this timingetmappropriate? It is just coming up to
Christmas time. There is a definite decline inrapenal and hiring practices at
Christmas apart from seasonal type of jobs antigé¢ functions that the water works
have been using these workers for are going tarammtis this just not the case of classic
outsourcing at an insensitive time, at a time wpeople are finding it difficult to get
meaningful jobs and have meaningful futures?

Senator P.F.C. Ozouf:

There is never a good time in order to make chatmgesmpanies. What | think would
be wrong is for the company if they have come tmwaclusion that they can carry out
certain arrangements and operational matters iffexaht way, in a more efficient way,
it would be quite wrong to withhold from their dtahe reality of what the company
needs to do. It would be quite wrong to come tmaclusion about a reorganisation,
hold that for a period of time, create uncertawith a potential of a leak in relation to
that information and create uncertainty. It istbatter for a board to be absolutely clear,
to be honest with their employees, to be transpared to tell them as soon as possible
of potential changes. While there is never a righte, | think they are operating quite
correctly, if | may say.

1.1.6 Deputy T.M. Pitman of St. Helier:

| did have my light on but | think Deputy Le Clain@s maybe beaten me to the punch a
bit, but | do not think he has stressed this higitpugh, given that the pay freeze was
justified to a significant degree on avoiding redancies, it is not the fact that this is not

real redundancies, this is just outsourcing togigwenterprise for firms using very cheap

labour?

Senator P.F.C. Ozouf:

These are operational matters for the company aanh Ihesitant in allowing this or
permitting this by answering and expressing a wewmthis becoming a political issue. |
have a responsibility to ensure that there are agui@te governance arrangements in
place. As clearly the majority shareholder withting rights at the board, one has
opportunities to make decisions of hiring and firlmoards and that is the extent to which
there should be political involvement. We do ni@ind as a committee of government
and we are certainly not a committee of governn@mntinning these organisations. That
is why we have independent organisations and thewuld be run appropriately by their
boards.

1.1.7 Deputy T.M. Pitman:



Supplementary. Given all the efforts over econostilculus, is the Minister aware and
can he clarify that this firm is actually foreigwoed, it is not even a local firm?

Senator P.F.C. Ozouf:

| have no notice of that and what | can say toRkeuty is that while he wishes to make
political points about pay freezes, what he woud avish perhaps to say is the fact that
this Assembly has injected £44 million into the mmamy. A lot of work is going into
civil and maintenance constructions, a lot of dramprovements in the States and there
are going to be job opportunities as a result ef ihllions of pounds investment in
infrastructure and civil engineering projects.

1.1.8 Deputy P.J. Rondel of St. John:

Will the Minister confirm that there is in excedsl80 staff within that company and also
of the proposed 20 redundancies do those reduretaimatiude any early retirements or
would any early retirements come over and abov&edundancies being spoken of?
At the same time, several months ago | had a ngeetith the water company and asked
them to consider asking the Minister for Treasurgl Resources to return the dividend to
the company this year so that in fact the compamydcextend main services out into the
countryside. Was that ever discussed with the $tien?

The Greffier of the States (in the Chair):
| do not think the second part is very relevant.
Senator P.F.C. Ozouf:

The Deputy asks a number of questions. | am advikat there are some early
retirements that are part of the proposals whiah laging consulted on. No final
decisions have been made. It is important to skateand | can say to the Deputy that |
am improving relations and governance arrangemeitts all the utility companies. |
have commissioned only this week some work in iglato governance on all States
owned utilities to improve the appropriate commatian between the shareholder and
the Treasury so that we can be a good co-operatiaeeholder, so there is a clear
aligning of the objectives of the States of Jerfeyn a general point of view in the
companies concerned.

The Greffier of the States (in the Chair):
We have got 4 Members waiting before we bring thia conclusion. Senator Breckon.
1.1.9 Senator A. Breckon:

| wonder if the Minister could advise the House the cost to the States of 20
unemployed people in loss of social security, saip@ntation, loss of income tax,
benefits that might be payable. Could he givedsaiof what this would be balanced
against any extra dividend we might get from gettid of these 20 people?

Senator P.F.C. Ozouf:

| am surprised at the sentiment that the Senaforesgzes. He seems to indicate that in
the event that there are people that will be magkindant by this decision, if this
decision is made, that these individuals would b@t@able to find alternative, rewarding



productive work. That is exactly the objectivetibé fiscal stimulus, that is exactly the
objective of what social security does and it isven in the case of the sad redundancy
of the Woolworths staff that did manage to fincealative employment and every single
effort will be made in order to help any employdkat are affected. It is the right
approach, it is right for the individuals and itright for the public purse.

1.1.10 Senator S.C. Ferguson:

Will the Minister confirm that the company will Beoking for voluntary redundancies
before compulsory redundancies?

Senator P.F.C. Ozouf:
| understand that is correct, in the event thatéhgsion is made.
1111 Deputy D.J. De Sousa of St. Helier:

Can | just ask that the Minister that the companfully following procedure? Part of
J.A.C.S. information on handling of redundanciessdsay, and | quote: “A redundancy
situation generally arises when an employer nodomgquires a role to be undertaken.”
It is our belief that these people could be madlimdant and replaced and yet the law
states that a redundancy situation should be bedhasole is no longer required.

Senator P.F.C. Ozouf:

The Deputy, | think, suggests that somehow the @myps being inappropriate in the
way that it is dealing with its staff and in terrmsmaking some people redundant and
then redeploying them. 1 have to say that | haweryeconfidence, having spoken with
the chairman overnight, and | know that the chamrnsacommitted to following, in fact,
exceeding best practice in terms of dealing withirtetaff. They are in consultation. No
final decision has been made and the chairman thésdsvery clearly that if plans do
proceed, all staff will be treated fairly, with cpensation payments in excess of statutory
requirements and support for finding new work.

11.12 Deputy D.J. De Sousa:

Supplementary. | will be brief. The Minister hasst gone on to explain that
redundancies will be good and redundancy paymeiitsfollow, but it quite clearly
states in the law that redundancy situations gdgerase when that position is no longer
required. Our belief is that those people couldnmle redundant and replaced by a
company outsourcing.

Senator P.F.C. Ozouf:

The Deputy clearly has a different view than | wbabout the way in which a company
operates. It is absolutely clear that this compaill adhere to and exceed all of the
minimum statutory requirements both in the way #ra decisions are made in relation
to redundancy, if they are made, the way that thpyeeesses are made and consulted
upon and the company is going to be following axceeding best practice. To suggest
that somehow | think the company is inappropriatel &annot make operational
decisions which are in the best interests of comssnand the shareholder I think is
wrong. Companies must be able to run their affiairdhe appropriate way and with the



operational freedom to make the best decisionglation to their shareholders but their
consumers too.

1113 Deputy D.J.A. Wimberley of St. Mary:

That brings me nicely on to my question. We hameta company in which the States is
a major shareholder and the Minister has twice talked about the best interests of its
consumers and its shareholders. Does the Ministieagree that the best interests of the
company are best served in part also by lookirgy #ife best interests of its workforce?

Senator P.F.C. Ozouf:

The workforce is absolutely paramount and a hapggrmed, efficient workforce is
good for its employees in the longer term, andd wot repeat in the last answer the
importance of the employees because | mention&@quently in previous answers. |
know that the company is committed to looking aftemworkforce, but | believe that the
company also must align its operational requiresiémtthat of an efficient organisation
and | hope that the Deputy and the other Deputiashtave questioned me on this issue
are not suggesting that Jersey Water should soméegwotected and cast in aspic and
not able to become efficient and operationallyafie. That is no good for staff, it is no
good for its employees and it is no good for itarsholders. This is an example of a
company that is moving ahead appropriately anchiyatull confidence.

The Greffier of the States (in the Chair):
Do you wish a final question, Deputy Southern?
1114 Deputy G.P. Southern:

Yes, and | will try and wrap 2 into one. The riety chairman says that he continues to
be impressed by the very positive attitude of daffsand their work throughout the
company and: “On behalf of my colleagues on thedyoas well as shareholders, | take
this opportunity to thank all of them for their ¢omed support and commitment to the
company” by sacking them over Christmas apparenilize company also says: “That
the company is in regular contact with its majoatyd controlling shareholder, the States
of Jersey. Details of contact with and the vieWshe States are passed on to the board
as necessary.” Will the Minister pass on the ghtrcondemnation of this House to the
board for such treatment of its workforce which édeen so loyal? Is this not a case,
since the Minister has been talking to the newrohan, of a new broom taking a step too
far?

Senator P.F.C. Ozouf:

No. The Deputy, I think, is attempting to put weiid the mouths of the majority of this
Assembly. Itis | that has to discharge the respmlities, at the service of the Assembly,
of the shareholder and | think the Deputy is wréogattempt to make an operational
matter a political matter. |, of course, will sthaccountable and answer any questions
that he has and any other Member, but these iskhasg to say, should not be political.
They are operational matters and | will continueetgage in the appropriate way with
the wholly owned and partly owned entities and Il wnprove further the governance
arrangements with the companies in the reviewlthate commenced this week.



