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Public Hearing 

 

 
SUBJECT 

Public Hearing:  FY24 Washington Suburban Sanitary Commission (WSSCWater) Spending Control 
Limits 
 

EXPECTED ATTENDEES 
 None 
 
COUNCIL DECISION POINTS & COMMITTEE RECOMMENDATION 

T&E Committee review is scheduled for October 24, 2022 at 1:30 p.m. 
 
DESCRIPTION/ISSUE   

Each year by November 1, both the Montgomery and Prince George’s County Councils approve 
spending control limits for the upcoming WSSC Water budget.  WSSCWater staff develops a “base 
case” six-year forecast, which is then reviewed by a Bi-County workgroup in September.  The FY24 
spending control limits assumed in WSSC Water Staff’s Base Case are presented below. 
 

 
 
This report contains:          

Staff Report         Pages 1-6 
WSSC Water Staff Slides from the Bi-County Working Group Meetings  ©1-27 

 
Alternative format requests for people with disabilities.  If you need assistance accessing this report 
you may submit alternative format requests to the ADA Compliance Manager. The ADA 
Compliance Manager can also be reached at 240-777-6197 (TTY 240-777-6196) or at 
adacompliance@montgomerycountymd.gov 

WSSC Water FY24 Change from
FY24 Spending Control Limits Base Case FY23 Budget

Rate Increase 8.0%
New Debt 379,960,000               5.9%
Debt Service 328,467,000               2.1%
Total W/S Oper. Expenses* 915,245,000               6.9%

Residential Customer 
Quarterly Impact** $$$ Percent

Impact at 165 gpd usage $20.56 8.0%
*Assumes $13 million increase in PAYGO
**Assumes fixed fees also increase by 8.0%

WSSC Water Staff Base Case

Quarterly Bill Increase

https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww2.montgomerycountymd.gov%2Fmcgportalapps%2FAccessibilityForm.aspx&data=02%7C01%7Csandra.marin%40montgomerycountymd.gov%7C79d44e803a8846df027008d6ad4e4d1b%7C6e01b1f9b1e54073ac97778069a0ad64%7C0%7C0%7C636886950086244453&sdata=AT2lwLz22SWBJ8c92gXfspY8lQVeGCrUbqSPzpYheB0%3D&reserved=0
mailto:adacompliance@montgomerycountymd.gov


AGENDA ITEM #7 
October 18, 2022 
 
Public Hearing 

 
 

M E M O R A N D U M 
 
 
 

October 13, 2022 
 
 
 
TO:  County Council 
 
FROM: Keith Levchenko, Senior Legislative Analyst 
 
SUBJECT: Public Hearing:  FY24 Washington Suburban Sanitary Commission (WSSC Water) 

Spending Control Limits 
 
PURPOSE: To receive testimony regarding spending control limits for WSSC Water’s FY24 Budget 
 
 

 
 

Background 
 

WSSCWater’s spending control limits process was established in April 1994 via resolution by both 
Montgomery and Prince George’s County Councils.  The goal of the spending control limits process is to 
reconcile both Councils’ actions by November 1 of each year so that WSSC Water can build the approved 
limits into its Operating Budget Public Hearing Draft, which is released for public comment by January 15 
each year.  WSSC Water’s Operating Budget request is formally transmitted to both counties by March 1.  
WSSC Water’s FY24-29 Proposed CIP was transmitted to both Councils in late September. 
  
 The limits are based on a long-range financial plan which is intended to balance projected revenues 
and expenditures over time while keeping key financial metrics within WSSC Water’s policy ranges. 

WSSC Water FY24 Change from
FY24 Spending Control Limits Base Case FY23 Budget

Rate Increase 8.0%
New Debt 379,960,000               5.9%
Debt Service 328,467,000               2.1%
Total W/S Oper. Expenses* 915,245,000               6.9%

Residential Customer 
Quarterly Impact** $$$ Percent

Impact at 165 gpd usage $20.56 8.0%
*Assumes $13 million increase in PAYGO
**Assumes fixed fees also increase by 8.0%

WSSC Water Staff Base Case

Quarterly Bill Increase



    
 

The limits provide direction to WSSCWater, but do not create a ceiling (or a floor) as to what the 
Councils may jointly approve later.1 

 
The Councils have agreed on these limits in most years.  Even in years when there has not been 

agreement, the process has provided a rate increase range which WSSCWater has worked within to build 
its budget. 
 

WSSCWater Budget Schedule 
 
 Bi-County Staff Working Group Meetings on Spending Control Limits:  September 14 and 

September 28, 2022 
 Transmittal of WSSC Water’s FY24-29 Capital Improvements Program:  September 30, 2022 
 Montgomery County Council Public Hearing on Spending Control Limits:  October 18, 2022 
 T&E Committee Discussion on Spending Control Limits:  October 24, 2022 
 Spending Control Limits Action:  By November 1, 2022 (per Council resolution) 
 WSSC Water Operating Budget Public Hearing Draft:  January 15, 2022 
 WSSC Water Operating Budget Transmittal to both Counties:  March 1, 2022. 
 
NOTE:  The County Executive is expected to transmit his recommendations on WSSC Water’s 
spending control limits prior to the T&E Committee worksession. 

 
Spending Control Limits History 

 
 The following chart presents the rate increase limits agreed upon by both Councils (unless 
otherwise noted) since FY96 and the actual rate increase later approved for each fiscal year.  
 

 
 

1 State law defines the annual WSSC Proposed Budget as the “default” budget, should the Montgomery and Prince George’s 
County Councils not agree on changes.  Therefore, the limits are an important first step to define proposed budget parameters 
that are acceptable to both Councils. 

Fiscal Year Approved* Limit Actual Fiscal Year Approved* Limit Actual
FY96 3.0% 3.0% FY10* 9.5% 9.0%
FY97 3.0% 3.0% FY11* 9.9% 8.5%
FY98 3.0% 2.9% FY12* 9.9% 8.5%
FY99 2.0% 0.0% FY13 8.5% 7.5%
FY00 1.5% 0.0% FY14* 8.0% 7.3%
FY01 0.0% 0.0% FY15 6.0% 5.5%
FY02* 2.0% 0.0% FY16** 2.1% (7.0%) 1% (6.0%)
FY03 0.0% 0.0% FY17** 3.5% (7.0%) 3% (6.5%)
FY04 0.0% 0.0% FY18 3.5% 3.5%
FY05 3.0% 3.0% FY19* 5.0% 4.5%
FY06* 2.5% 2.5% FY20 5.0% 5.0%
FY07 3.0% 3.0% FY21 7.0% 6.0%
FY08 5.3% 6.5% FY22 5.9% 5.9%
FY09* 9.7% 8.0% FY23 6.5% 6.5%
*No agreement was reached in FYs 02,06,09,10,11,12, 14, and 19.  Limits shown for those
  years reflect Montgomery County Council recommendations.
**Increases in fixed fees in FYs16-17 resulted in lower rate increases.  The % shown in parenthesis
present the equivalent customer impact in those years.

Table 1:
Spending Control Limits & Actual Rates

Rate Increase Rate Increase

2
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• FY99 through FY04:  Although rate increases were assumed in the approved spending control
limits for FY99 and FY00, the WSSC Water budget was approved in those years without rate
increases.  In fact, there were six straight years without rate increases (FY99-FY04).  During this
time, WSSC Water was implementing its Competitive Action Plan (CAP) effort, which resulted
in a reduction of approximately 1/3 of its workforce.

• FY05 through FY07:  Modest rate increases in the range of 2.5% and 3.0% were approved.

• FY08 through FY15:  The Councils debated, and ultimately approved, substantial rate increases.
These increases were the result of a combination of factors, including:

o Flat revenues:  WSSC Water’s water production remained flat, even as the number of
customer accounts has increased.

o Expenditure Pressures:  Increases in excess of inflationary levels in areas such as Debt
Service (to cover many capital needs, including WSSC Water’s need to ramp up its water
and sewer main reconstruction efforts and its large diameter water main inspections,
repairs, and monitoring program) as well as in many operating cost areas, including:
Chemicals; Heat, Light, and Power; Regional Sewage Disposal; and Benefits and
Compensation.

• FY16-FY17:  The Councils supported a recalibration of the Account Maintenance Fee in FY16
and creation of a new infrastructure investment fee (phased in over two years), which resulted in
increased revenue equivalent to about a 5 percent rate increase in FY16 and a 3.5 percent rate
increase in FY17.  Therefore, lower rate increase ceilings were approved in FY16 and FY17.
Ultimately, the two Councils approved rate increases for FY16 and FY17 of 1.0 percent and 3.0
percent, respectively.

• FY18:  A 3.5% rate limit was approved by both Councils for FY18, and the FY18 budget was
approved with this rate increase assumption.

• FY19:  The two Councils did not agree on a rate increase limit.  The Prince George’s Council
approved a 4.0% rate increase while the Montgomery Council supported a 5.0% rate increase.  The
WSSC Water budget was transmitted with a 4.5% rate increase, which was ultimately supported
by both Councils.

• FY20-FY23:  In each of the last four years, the Councils agreed on rate increase limits.  The
Councils agreed on rate increase limits in FY20 (5.0 percent), FY22 (5.9 percent) and FY23 (6.5
percent) which were later affirmed during the budget processes for those years. For FY21 the
agreed-upon rate increase limit was 7.0 percent.  Ultimately, the Councils agreed to an FY21 rate
increase of 6.0 percent based on the removal of salary enhancements from WSSC Water’s
Proposed budget.

Multi-Year Context/Financial Forecast 

While the spending control limits process is an annual process, the Bi-County Staff Working 
Group takes a multi-year look at trends.  The outyear estimates help staff identify issues that could arise 
in future years.  For instance, rate increases in year one help improve WSSC Water’s fiscal situation in 
future years by increasing WSSC Water’s base revenues.  Conversely, deferring rate increases to future 
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years, or using one-time revenue to reduce a rate increase in the first year, increases future fiscal 
challenges, since the revenue base is lower in future years. 
 
 WSSC Water was recently rated AAA by the three rating agencies (see ©1).  However, Fitch 
maintained its “Negative” outlook from last year and noted that a downgrade could occur under certain 
conditions including “Sustained leverage above 10.0x through fiscal 2023…Failure to secure rate increases 
that satisfactorily support operations while ensuring the ability to continue capital investment and maintain 
satisfactory liquidity and declining leverage.”  Moody’s and S&P’s reports did not include a “Negative” 
outlook but included similar comments. 
 
 Complicating matters, WSSC Water has experienced substantial revenue impacts from the pandemic 
with substantially more past due accounts and amounts than is typical (see ©18).  To date WSSC Water has 
not received any direct pandemic-related assistance nor indirect assistance (such as direct assistance to 
customers with past due bills). 
 
 WSSC Water’s base case scenario (see ©2-7) assumes 8.0 percent rate increases in both FY24 and 
FY25.  The base case accommodates WSSC Water’s debt needs for its Proposed FY24-29 CIP, keeps WSSC 
Water within its debt service coverage target (between of 1.1 and 1.25) in FY23 and beyond, keeps debt 
service as a percentage of the operating budget below 40 percent (with substantial increases in PAYGO 
assumed), and provides for higher than typical inflationary increases, based on current market conditions, 
in most operating expense categories for FY24 (with inflation assumed to return to more normal levels in 
the outyears). 
 
 WSSC Water’s multi-year forecast and its major assumptions will be discussed in more detail at the 
T&E Committee worksession on October 24, 2022.  
 

FY24 Spending Control Limits Base Case 
 

The spending control limits under WSSC Water Staff’s latest base case are summarized in Table 
#2 below: 
 

 
 

This base case scenario includes the following major assumptions: 
 

• Assumes WSSC Water’s fixed fees (i.e., the Infrastructure Renewal Fee and the Account 
Maintenance Fee) are increased at the same percentage (8.0 percent) as volumetric rates. 

WSSC Water FY24 Change from
FY24 Spending Control Limits Base Case FY23 Budget

Rate Increase 8.0%
New Debt 379,960,000               5.9%
Debt Service 328,467,000               2.1%
Total W/S Oper. Expenses* 915,245,000               6.9%

Residential Customer 
Quarterly Impact** $$$ Percent

Impact at 165 gpd usage $20.56 8.0%
*Assumes $13 million increase in PAYGO
**Assumes fixed fees also increase by 8.0%

WSSC Water Staff Base Case

Quarterly Bill Increase
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• Full funding of WSSC Water’s Proposed FY24-29 Capital Improvements Program 
• Large increase in PAYGO (+$13 million or 41.9%) 
• Salary and Wage increases (+5.0% in FY24 and FY25 and 4.5% annually in FY26-29)2 
• Inflationary increases in maintenance and operating programs (+7.4% in FY24, +3.9% in 

FY25, and 3.0% annually in FY26-29 
• Substantial increases in Heat, Light, and Power (+$7.6 million or 40.6 percent) 
• Increases in Regional Sewage Disposal costs of $3.9 million (6.4%) from the FY23 

approved amount, based on the latest information from DCWater 
• Significant decreases are again assumed in “funds available” (about $8.2 million decline 

from FY23).  This continuing trend is caused by continued reduced sewer use revenue (-
$8 million), and expected ongoing uncollectable revenue related to the current pandemic. 

• About $14.2 million in additional cash balance reserves is assumed to get WSSC Water’s 
cash on hand and debt service coverage metrics to meet WSSC Water’s policy goals in 
FY24. 

• Additional and reinstated programs are not specifically allocated in the Base Case and if 
funded would need to be accommodated within the numbers shown. 

 
The major elements of the Base Case funding gap are shown in Table 3 below.  The overall gap is 

$59.4 million, resulting in an 8.0% rate increase requirement (assuming fixed fees are also increased at 
the same rate; bringing in about $6.0 million in revenue).3 
 

 
 

Next Steps 
 
Transportation and Environment (T&E) Committee review is scheduled for October 24, 2022 with 

Council action tentatively scheduled for November 1, 2022.  A County Executive recommendation is 
expected to be received prior to the Committee worksession.  The Prince George’s County Council’s 
review is on a similar schedule. 

 
The goal of the spending control limits process is to reconcile both Councils’ actions by 

November 1 of each year so that WSSC Water can build the approved limits into its Operating Budget 
Public Hearing Draft, which is released for public comment by January 15 each year.  WSSC Water’s 
Operating Budget request is formally transmitted to both counties by March 1. 

 
2 Both Councils have agreed in past years to keep WSSC Water’s compensation increases in-line with County employee 
(non-public safety) increases.  Modifications to WSSC Water’s Proposed Budget for salary and wages, if needed, are made 
later in the budget process when County employee compensation decisions are known. 
3 A one percent increase in volumetric and fixed fee rates generates approximately $7.5 million in revenue. 

Contributors to the FY22 Change from FY23 Use of Budget Impact on Cumulative
Revised Base Case Rate Increase (in $Millions) Fund Bal Impact Rate Rate Incr.
Changes in Funds Available* (2.188)                    2.188            0.3% 0.3%
Operating Reserve Contribution (2.103)                    (2.103)           -0.3% 0.0%
Debt Service 6.623                     6.623            0.9% 0.9%
PAYGO 12.984                   12.984          1.8% 2.7%
Regional Sewage Disposal 3.858                     3.858            0.5% 3.2%
Heat, Light, and Power 7.637                     7.637            1.0% 4.2%
Maintenance and Operating 21.508                   21.508          2.9% 7.1%
Salaries and Wage Increases (4.3% increase) 6.688                     6.688            0.9% 8.0%
Additional and Reinstated Programs -                        -                0.0% 8.0%
Total -                59.383          8.0%
*Assumes Fixed Fees are increased 8.0%

Table #3
Contributors to the FY23 Revised Base Case Rate Increase
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Attachments 
 Spending Affordability Bi-County Workgroup Meeting Materials (Excerpts)  

o Bond Rating Agency Reports (©1) 
o Base Case (8.0% rate increase Scenario) 

 Assumption Summary (©2) 
 Components of the Rate Increase (©3) 
 Long-Range Financial Plan – Revenues (©4) 
 Long Range Financial Plan – Expenditures (©5) 
 Long-Range Financial Plan – Rate Increases and Other Summary Information (©6) 
 Long-Range Financial Plan – Metrics (©7) 

o Impact of the Rate Increase on Revenue (©8) 
o WSSCWater Funding Compared to Counties’ Funding (©9) 
o WSSCWater Compared to Counties’ Growth Trends (©10) 
o Message to Stakeholders (©11) 
o WSSCWater Compared to Peers – Avg Residential Bill (©12) 
o FY24 Operating Budget Challenges (©13) 
o FY24 Department Requests (©14) 
o Additional and Reinstated Program (©15-16) 
o Budget Impacts of Reducing the Rate Increase (©17) 
o Past Due Accounts/Amounts (©18) 
o Operating Affordability Actions (©19) 
o Capital Affordability Actions (©20) 
o Leveraging Loan and Grant Programs (©21) 
o Customer Impact Charts (©22-23) 
o Growth Funding Projections (©24) 
o Aging Infrastructure Challenges (©25-26) 
o FY24 SAG Calendar (©27) 
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