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COVID-19’s public health and economic crises are already impacting our everyday lives: Since mid-March,
26 million U.S. households have lost their jobs,! and over 30 percent of households were not able to pay
their rent in April 2020 due to economic disruption.? As families are encouraged to shelter in place, access
to fundamental utilities like electricity, gas, water, and broadband are more critical than ever, but also less
affordable. Emergency relief through the CARES Act does not replace regular income; many will need
further assistance to keep the lights on. Compounding the issue, low-income and low-wealth households
and families of color are simultaneously more likely to already pay more of their paycheck to their utility
bills,®> more likely to be economically disrupted,* and more likely to contract the disease.> Addressing
utility debt, disconnection and nonpayment is more critical than ever to ensure vulnerable families are
able to stay safe, healthy, and economically secure.

In many states, utility companies and lawmakers have worked quickly to ensure customers are not
disconnected from their critical utilities, but these responses do not address recurring non-payment
over the course of the crisis, or the mounting debt (called an “arrearage”) that customers face. We can
ensure that households are safe, healthy, and economically secure throughout this crisis by protecting
consumers from these arrearages. In this white paper, we calculate the utility debt a typical household
could accumulate over this crisis, and estimate the total need for debt relief for all impacted families across
the country. We also provide some principles for addressing the current utility crisis, and for addressing
the underlying causes of high utility burdens.
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) KEY FINDINGS

The typical American household pays more than $250 per month for critical
utilities, and over four months of non-payment, average household debt to utilities
would mount to almost $1,100.

TYPICAL U.S. HOUSEHOLD, MONTHLY UTILITY IN BILLS
(for households that recieve the utility)
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Credible estimates of U.S. unemployment in this crisis have identified a peak at 20 percent of the
workforce unemployed in mid-2020,% and state unemployment agencies are already operating at
capacity.” Assuming these households are unable to pay their utility bills for four months, we predict
that total arrearages for households over this period would accumulate to $26 billion. Based on
total arrearages and an estimated cost of administering a federal program to provide relief, a utility
arrearage relief program that provided households in need with support for four months would have
a budget of $27.1 billion. In the context of current federal relief efforts, this program would be only 1
percent of the total CARES Act budget.

9 VoteSolar.org/Debt



TOTAL BUDGET, ARREARAGE RELIEF vs. CARES ACT PROGRAMS
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Providing payments to households or utilities to mitigate arrearages represents a direct approach to
solving an imminent crisis, but it does not address the fundamental utility affordability issues that pre-
date this crisis and will be exacerbated by it. Over the long term, it’s critical that we invest in long-term
solutions for unaffordable utility bills and ensure that customers have opportunities to stay out of debt.
A solution to this crisis must include a moratorium on disconnections and relief for utility debt. Utility
companies should also report on the scale of arrearage and disconnection relief in their service areas, and
waive late fees and negative credit reporting for a substantial period after the worst of the crisis. Finally,
federal and state policymakers should ensure that we build back better by making strategic investments
to reduce utility rates.
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) BACKGROUND

Even before the current crisis, as much as a third of households in the United States struggled to pay
their energy bills.® When customers are unable to pay their bills, they typically go into debt to the
utility company, called an “arrearage.” When arrearages for a particular customer accumulate to a
large amount or customers are unable to pay for several months, utilities disconnect their customers.

Economic disruption from the COVID-19 crisis promises to plunge households, and especially low-
income households, further into precarity. Without a change to business-as-usual, unemployment
and economic disruption could result in a wave of households disconnected from utility service at a
critical time.

States and utilities have both responded to this humanitarian issue. As of April 16, 25 states and the
District of Columbia have instituted moratoria on shutoffs on disconnections, at least for the duration
of the acute COVID-19 crisis.®? Outside of state policy action, many electric utilities have voluntarily
suspended disconnections in the short term.”°

However, disconnection moratoria do not solve the problem; they only delay it. Throughout a
disconnection moratorium, households who are contending with economic disruption may not
be able to keep up with their bills, and as a result will continue to accumulate a balance on their
account that they are unable to pay. Over the months covered by the moratorium, these customers
are protected from disconnection, but they may face an unmanageable accumulation of bills and
immediate, widespread shut-offs when the moratoria end.
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) HOW MUCH UTILITY DEBT DO WE EXPECT?

To estimate the size of oncoming utility debt we compiled national surveys that provide customers’
monthly utility bills across electricity, gas, water and wastewater, and broadband. Then we looked
at reasonable estimates of the magnitude of the economic disruption from COVID-19 to build a
reasonable estimate of total utility non-payment. To account for the cost of administering a program
that addresses these arrearages, we also include an administrative budget.

Most usage, cost, and household count data is taken from the U.S. Energy Information Administration
2015 Residential Energy Consumption Survey (RECS). Then, we account for the growth of households
since 2015 using average growth estimates from the U.S. Census Bureau and inflation using the
Consumer Price Index. The RECS does not track water and wastewater or broadband costs; for
those, we used summary statistics from water utility trade organizations,” the 2018 National Digest
of Education Statistics,”? and an estimate of typical broadband costs from the Leichtman Research
group.” Electricity and gas payments are estimated for low-income customers, who are most likely
to be impacted by economic disruption during the COVID-19 crisis.*

TYPICAL U.S. HOUSEHOLD, MONTHLY UTILITY IN BILLS
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AVERAGE U.S. MONTHLY RESIDENTIAL PAYMENTS, BY UTILITY

UTILITY HOUSEHOLDS ENROLLED  AVERAGE MONTHY PAYMENT
(Millions) ($/month)
Electricity 123.0 $106
Gas 71.4 $47
Water 4.8 $42
Wastewater 110.7 $44
Broadband 103.4 $62
TOTAL $268*

We found that customers typically pay over $250 per month to cover their utilities, or over $3,200 per
year. For 50 million low-income households in the U.S., this represents at least 10 percent of their total
income--significantly greater than the 6 percent of a household’s income that is commonly held as the
threshold for a high energy burden.”® If any household were unable to pay utilities for four months due to
economic disruption from COVID-19, they could accumulate arrears of almost $1,100, before accounting
for late payment fees or interest. Estimates of monthly utility bills by state are provided in the Appendix
at the end of this paper.

There is inevitable uncertainty in estimating the length and depth of the economic crisis. The estimates
used here are not intended to be an exact prediction of economic disruption, but an estimate of the
magnitude of a reasonable response to the arrearage crisis. Our analysis estimates that the predicted 20
percent peak unemployment rate is roughly equivalent to the share of households who will be unable
to pay their utility bills for four months, based on JP Morgan economic forecasting.® This approach is
validated by econometric studies that use unemployment as a useful proxy for estimating utility bill
hardship.” This analysis estimates coverage for four months as an initial benchmark, which is consistent
with national legislation passed to support disrupted households with other economic impacts.®
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Utility debt for 20 percent of U.S. households would accumulate to $6.5 billion in total arrearages every
month. Over four months, the total arrearage would be $26 billion dollars. Electricity and water (including
wastewater) arrearages would come to $10.4 and $7.7 billion over this period, respectively. For the
electricity industry, this accumulated arrearage represents 5.5 percent of total residential revenues and
2.5 percent of total revenues from all sources.”® For both industries, the potential revenue shortfall for non-
payment will likely coincide with a broader reduction in demand and revenues due to changing usage
patterns.?® Estimates of total arrearage accumulation at the state level are provided in the Appendix at
the end of this report.

NATIONAL ARREARAGE RELIEF PROGRAM BUDGET

ARREARAGE RELIEF, BY UTILITY IN BILLIONS

Electricity $10.4
Gas $275
Water $3.9
Wastewater $3.8
Broadband $5.2
TOTAL ARREARAGE RELIEF $26.0
Administrative Costs $1.1
TOTAL PROGRAM BUDGET $27.1 billion

Any national program that might seek to reduce or eliminate these arrearages would also require staff
and time to administer. This analysis estimates that administrative costs would comprise 4 percent of
a total arrearage relief program budget, based on the comments of utility support program experts.
Administrative costs add $1.1 billion to the program budget, for a total of $27.1 billion.
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) NEXT STEPS: PROTECTING FAMILIES
AND BUILDING BACK BETTER

Policymakers should act swiftly to provide households with the protection they need to stay safe,
healthy, and economically secure through this crisis. Supporting access to critical utilities through
arrearage relief is a critical part of that protection. But short-term relief will not address the underlying
drivers that already make utility bills unaffordable for one-third of Americans.?’ Even as this economic
crisis unfolds, utilities, advocates, and policymakers should look to put policies and programs in place
that address the causes of utility unaffordability, both in terms of utility billing, rate design practices
and the built environment. We outlined three time scales for action and point toward programs that
can support families and businesses struggling to pay their utility bills during these periods. These
interventions are intended for electric utilities specifically, but many of the same principles can be
applied to other critical services.

SHORT TERM: DISCONNECTION PROTECTION AND DEBT RELIEF

Short-term solutions are policy changes with minimal obstacles to implementation that can respond
to the urgent, short-term needs of households in crisis. Utilities and policymakers should put shutoff
moratoria in place to ensure that households are not thrust into crisis. While many customers are
already covered by a shutoff moratorium, the total scope and duration is inconsistent and unclear.??

Policymakers should also enable utility customer debt relief to support customers over the most
intense portion of the economic crisis. Debt relief, administered federally to utilities, would allow
utilities the working cash they need to keep operating and relieve households in crisis.
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MEDIUM TERM: CHANGING UTILITY PRACTICES

Medium-term solutions enabling an appropriate response begin to address the underlying causes of
utility unaffordability. As the impact of the economic crisis continues, utilities can and should adjust their
practices to minimize the burden on their customers.

As a baseline, utilities need data reporting standards on disconnections and utility debt, at a minimum,
to ensure policymakers have the information they need to make informed decisions. This data is typically
not accessible to decisionmakers because utilities are not obligated to report it or the obligated reporting
may not be timely or accessible.?® In the midst of this crisis, information on arrearages and shutoffs is
critical for understanding the scope of the problem and getting people the support they need. Public
service commissions and state governments in states like North Carolina®* and Michigan® are already
acting to ensure utilities report appropriate information and policymakers have the data they need to
make decisions and support utility customers.

Second, utilities should eliminate late fees and negative credit reporting for customers who are behind on
their bills, which often further exacerbate customers’ burden. Right now, utility companies may respond to
30-day delays on payment by levying an additional fee on a customer’s balance, or reporting a delinquent
payment to the “Big Three” credit reporting agencies, which can in turn affect housing and employment
applications and insurance rates.?® These approaches only make the burden of paying off arrearages
even greater. Utilities could strike a balance between supporting customers in making timely payments
and managing total burden by setting rates according to customers’ ability to pay (percent-of-income
payment plans) or working with utility customers to set a reasonable timeline for repayment, according
to their unigque financial situation (arrearage management plans).>’” Arrearage management plans in lowa,
for example, set a timeline of a year or greater for utility customers to repay any accumulated balance.?®

Finally, electric utilities can and must equip their customers with the means to address the root causes
of utility unaffordability by managing their usage and reducing their bills. Utilities can support customers
by providing access to equipment to make their homes more efficient (energy efficiency programs),
or empowering customers to reduce usage at peak times, saving money on their bill and for the whole
system (demand-side management programs). As part of its demand-side management program, Steele-
Waseca Cooperative Electric provides customers a free upgrade to their hot water heater when they
subscribe to community solar. Together, the programmable water heater and community solar installation
save money for customers and the cooperative as a whole.?®
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LONG TERM: BUILDING BACK BETTER

Over the long-term, we need solutions that address the underlying factors that cause high utility burdens,
while providing sustainable jobs and healthy communities. Investing in the clean energy economy, and
ensuring that low-income households and communities of color have access to distributed clean energy,
will provide the lower utility bills, healthier air, and economic growth that we will need to emerge from this
crisis more resilient than we started. A clean energy economy will help us build back better.

The good news is there are already great examples out there to build on. Distributed, renewable energy
has massive potential to not only reduce utility burdens for low-income customers, but mitigate climate &
local air pollution and contribute to the clean energy economy at the same time. Rooftops of low-income
households represent 42 percent of all potential residential rooftop solar. With access to supportive
investments and financing, distributed solar can deliver bill savings for these households on day one.?°
When combined with energy efficiency and other distributed clean energy technologies, savings increase
even more.’ Investing in a distributed, inclusive clean energy economy will provide communities the
resilience to weather economic stresses through lower utility bills, as well as physical stresses from a
changing climate. Community solar and storage, combined with programs allowing for community control
and ownership, can provide local resiliency and income building opportunities. More such examples can
be found in the Low Income Solar Policy Guide we developed in partnership with GRID Alternatives.*?

Any investment in an inclusive clean energy economy should also meaningfully include the voices of
impacted communities. We recommend that as public and private decisionmakers weigh any of the
programs above, they do so in conversation with a wide array of stakeholders, including frontline
communities, and with an eye toward ensuring the most vulnerable benefit.
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) APPENDIX: STATE-LEVEL UTILITY BILL
AND ARREARAGE ESTIMATES

To better understand how unpaid utility bills and arrearages will affect households across the
country, we also estimated monthly utility bills, total economically disrupted households, and total
accumulated arrearages at the state level. Expenditures data from EIA 2015 Residential Energy
Consumption Survey was not available at a sufficient granularity for state-level estimation, and
therefore estimations at the state level draw on other sources of household, price, consumption, and
expenditure data. As a result, state-level estimates and the national estimates in this report may not
match exactly. Nevertheless, we believe that the state-level estimates presented below are useful
approximations of the utility bill debt crisis.

MONTHLY UTILITY BILLS, BY STATE

This analysis uses total residential customer and usage data and average price reporting from the
U.S. Energy Information Administration for estimating monthly residential electricity®® and natural
gas® payments. This data is derived at an aggregate level from providers, rather than as a statistical
sample from consumers; as such, the figures reported here are averages across the whole residential
population over a year, rather than an estimate based on actual expenditure data. To account for
relatively smaller usage by low-income households more likely to be at risk of economic disruption,
these numbers were adjusted downward by the same factor used in the national-level analysis,
derived from the 2015 Residential Energy Consumption Survey.

Wastewater bills are estimated based on National Association of Clean Water Agencies’ Cost of Clean
Water Index 2018 findings, which reported average residential wastewater bills on a regional basis.*®

At the time of publishing, state-level estimates on monthly water and broadband expenditures were
not available. This analysis uses national average bill values for these utilities.
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ECONOMICALLY DISRUPTED HOUSEHOLDS

We estimated the total number of economically disrupted households (i.e. households that would be
unable to pay utility bills) by state using U.S. Department of Labor unemployment insurance claims data
between March 14 and April 24, and economic forecasting used in the national-level estimate from JP
Morgan.’” We project that the relative distribution of unemployment rates between states will remain
consistent with rates reported on April 24, but that the average unemployment rate across all states will
increase from 14% to 20% at the peak of the economic crisis. To calculate total impacted households, we
multiplied the total number of households that pay for each utility by state by the state-specific economic
disruption rate. Data on households specifically paying for water, wastewater, and broadband were not
available at the time of publishing, so we assumed that the relative rate of subscription to electricity vs.
subscription to broadband, water, and wastewater was consistent across states.

Table A-1, which shows average monthly utility expenditures and arrearages by state, is presented below.
As a note, not every household is individually billed for each utility; apartment dwellers, for instance, may
not pay a distinct water or wastewater bill. However, state-level and federal research indicates that a large
percentage of households do pay for all listed utilities.
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TABLE A-1. MONTHLY UTILITY BILLS, BY STATE

PROJECTED TOTAL SINGLE-HOUSEHOLD ALL DISRUPTED

ECON?)MIC HOUSEHOLDS ARREARAGES HOUSEHOLDS

DISRUPTION RATE DISRUPTED

PER OVER 4 PER MONTH OVER 4 MONTHS
MONTH ($) | MONTHS ($) ($, MILLIONS) | ($, MILLIONS)

Alaska 24% 68,945 $374 $1,497 $20 $79
Alabama 21% 459,087 $330 $1,322 $124 $495
Arkansas 16% 218,177 $293 $1173 $51 $204
Arizona 16% 445,130 $285 $1,138 $107 $428
California 23% 3,166,901 $264 $1,055 $730 $2,919
Colorado 13% 299,478 $240 $961 $62 $247
Connecticut 16% 240,377 $408 $1,633 $76 $302
District of Columbia 21% 57,664 $310 $1,239 $14 $58
Delaware 20% 85,534 $318 $1,270 $22 $86
Florida 15% 1,416,978 $297 $1,189 $335 $1,340
Georgia 29% 1,256,377 $338 $1,354 $335 $1,341
Hawai'i 35% 1,51,892 $348 $1,393 $40 $159
lowa 18% 2,49,683 $293 $1,172 $62 $248
Idaho 17% 122,894 $274 $1,097 $28 $112
Illinois 16% 824,078 $288 $1,150 $201 $804
Indiana 21% 589,616 $298 $1,190 $148 $591
Kansas 17% 216,107 $313 $1,253 $58 $231
Kentucky 33% 643,831 $309 $1,238 $161 $643
Louisiana 28% 593,180 $283 $1,131 $140 $560
Massachusetts 23% 641,218 $389 $1,555 $200 $801
Maryland 14% 334,950 $329 $1,314 $90 $359
Maine 20% 139,439 $369 $1,474 $33 $132
Michigan 32% 1,407,549 $288 $1,151 $347 $1,389
Minnesota 22% 527,897 $286 $1,145 $126 $504
Missouri 17% 476,658 $319 $1,275 $124 $497
Mississippi 17% 225,488 $3M $1,244 $58 $232
Montana 21% 105,611 $251 $1,003 $22 $87
North Carolina 17% 782,898 $310 $1,240 $192 $768
North Dakota 17% 65,307 $271 $1,083 $14 $57
Nebraska 12% 105,926 $292 $1,169 $26 $104
New Hampshire 25% 156,056 $370 $1,481 $42 $167
New Jersey 24% 865,233 $297 $1,189 $222 $889
New Mexico 15% 131,398 $246 $983 $27 $109
Nevada 30% 352,776 $269 $1,078 $83 $330
New York 20% 1,422,284 $340 $1,360 $393 $1,573
Ohio 22% 1,116,515 $298 $1,190 $281 $1,124
Oklahoma 17% 291,709 $290 $1162 $70 $282
Oregon 15% 258,448 $285 $1,142 $60 $239
Pennsylvania 31% 1,664,976 $327 $1,306 $438 $1,751
Rhode Island 32% 141,315 $380 $1,522 $43 $172
South Carolina 20% 449,874 $321 $1,283 $mz $468
South Dakota 8% 32,525 $273 $1,091 $7 $29
Tennessee 15% 445,244 $314 $1,257 $15 $461
Texas 12% 1,389,521 $295 $1179 $340 $1,360
Utah 10% 13,823 $241 $963 $24 $96
Virginia 15% 516,020 $328 $1,312 $135 $538
Vermont 20% 64,039 $355 $1,421 $16 $63
Washington 25% 754,462 $289 $1,156 $172 $687
Wisconsin 17% 460,918 $271 $1,084 $105 $420
West Virginia 16% 134,996 $314 $1,258 $34 $136
Wyoming 12% 32,108 $258 $1,034 $7 $28
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