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BETTER COMMUNITIES THROUGH SOUND GOVERNMENT

August 19, 2020

Members of the General Assembly
General Assembly Building
Richmond, Virginia

RE: Concerns regarding draft legislation to establish an Emergency Moratorium Debt 
Repayment Plan for certain local government utilities

Dear Members of the General Assembly:

The Virginia Municipal League appreciates the General Assembly’s work during this Special 
Session to address the COVID pandemic’s impacts on our State economy and on Virginians’ lives.

We understand that legislation is being considered for introduction by Senator McClellan 
and Delegate Aird that would require certain utilities to develop an Emergency Moratorium Debt 
Repayment Plan (EMDRP). Such EMDRPs would, at a minimum, set a statewide disconnection 
freeze during a state of emergency, establish a 24-month repayment period, and limit the 
repayment amount a customer would pay during the repayment period.

We appreciate being provided a working draft of the legislation. It has allowed our members to 
review it and determine how its requirements would be implemented.

VML has concerns with the bill, as drafted.
•	 General	law	already	allows	local	governments	and	utility	authorities	flexibility	to	

avoid service disconnections and to establish repayment plans. Indeed, many, if not 
most, localities and authorities are working with delinquent customers during this 
unprecedented pandemic and economic recession.

•	 The	draft	legislation	poses	numerous	technical	questions.
	 The	legislation	requires	that	“monthly	payments	not	exceed	per	utility,	$45.50	or	4%	

of the customer’s household income, whichever is greater.” Are electric and water bills 
each considered a single utility? Or is this restricted repayment amount for all utilities 
combined? 

 For consistency, we would not oppose and actually would recommend including 
wastewater service in addition to water service. These utilities often use joint billing 
systems	for	efficiency,	and	separating	the	billing	systems	would	be	costly	for	a	short-
term issue.  

•	 The	legislation’s	requirement	for	a	statewide	disconnect	prohibition	and	a	two-year,	
restricted repayment plan may impact utility bond covenants that require certain debt 
collection efforts to ensure repayment for capital infrastructure debt.

•	 The	legislation	would	necessarily	require	utility	staffs	to	determine	individual	
customers’	financial	hardship	and	eligibility	for	EMDRP	participation.	Utility	staffs	
– already limited in number – have not historically delved into individual customers’ 
financial	status	to	determine	eligibility	for	public	relief	programs.	This	would	entail	
tens of thousands or hundreds of thousands of accounts. Indeed, utilities do not have 
mechanisms to verify customers’ household incomes.  At a minimum, the responsibility 
should be on the customer seeking relief to disclose their income and hardship and 
the utility should be allowed to accept that documentation without a requirement to 
independently “verify” it.  



•	 Many	localities’	utilities	operate	as	“enterprise	funds,”	which	are	stand-alone	funds	separate	from	their	
general fund and are used solely for utility operations, maintenance, and capital improvements. This 
legislation	could	significantly	impact	those	stand-alone	funds	and	thus	require	local	general	funds	to	be	
shifted from other purposes.

•	 The	extent	to	which	utility	accounting	systems	would	have	to	be	changed	to	adapt	to	mandated	EMDRPs	is	
unknown,	but	will	likely	be	significant.

•	 The	legislation	disallows	utilities	from	requiring	a	deposit	or	application	fee	nor	interest	or	finance	charges.	
Foregoing	finance	charges	would	be	very	difficult	to	implement	given	standard,	widely	used	billing	
software.

•	 In	a	provision	that	seems	relevant	to	rate	proceedings	before	the	SCC	for-profit	utilities	rather	than	
localities rates during by local legislation, the bill states that debt associated with EMDRPs cannot be 
recovered through base rates or rate adjustments. Base-rate revenue is a local government utility’s only 
revenue	source.	This	prohibition	will	have	significant	financial	ramifications	on	utilities’	operations	and	
capital	infrastructure	programs.	This	provision	should	be	clarified	as	applying	to	SCC-regulated	utilities	
only.  

•	 Payments	under	the	EMDRP	cannot	begin	until	after	a	state	of	emergency	or	a	disconnection	moratorium	
expires.	Many	customers	may	have	difficulty	paying	off	many	months	of	unpaid	bills	–	a	better	solution	
is to allow utilities to offer payment assistance and to implement payment plans as soon as possible (as 
allowed under current law).

VML	wishes	to	be	clear	that	we	understand	the	financial	hardship	many	Virginians	–	especially	low-income	
Virginians	–	are	experiencing	during	this	pandemic	and	economic	recession.	That	is	why	so	many	localities	and	
authorities have without question implemented the service disconnect prohibition and instituted – on their own – 
customer repayment plans. Indeed, several localities are using federal CARES Act funds to assist households in 
paying delinquent bills.

The	proposed	legislation	is	fraught	with	operational	and	financial	challenges.	Utility	staffs	are	not	equipped	to	
determine	customers’	financial	hardships	and	program	eligibility;	the	ability	to	comply	with	utility	bond	covenants	
may	become	questionable;	many	billing	systems	are	not	set	to	implement	the	bill’s	requirements;	and	restrictions	on	
debt	collection	may	cause	years	of	financial	challenges.

As drafted, VML opposes this legislation.

      
      Sincerely,

      Michelle Gowdy
	 	 	 	 	 	 Executive	Director


