
 
 

 

MEMORANDUM 

 

October 12, 2023 

 

TO:   Eric C. Olson, Chair  

  Transportation, Infrastructure, Energy and Environment (TIEE) Committee 

 

THRU: Jennifer A. Jenkins 

  Council Administrator  

 

FROM: Lavinia A. Baxter, Senior Budget and Policy Analyst 

  Budget and Policy Division  

  

J. Kenneth Battle, Committee Director 

  Transportation, Infrastructure, Energy and Environment (TIEE) Committee 

 

SUBJECT: Washington Suburban Sanitary Commission (WSSC Water) 

 FY 2025 Spending Control Limits  

 

 

 

I. Spending Affordability Process 

Each year, the spending affordability process focuses on debate, analysis, and evaluation on 

balancing affordability considerations against the provision of resources necessary to serve 

existing customers (including infrastructure replacement/rehabilitation), meet environmental 

mandates, and maintain operating and capital budgets and debt service at prudent and sustainable 

levels.  

WSSC Water’s spending control limits process was established in April 1994 via a resolution by 

both Prince George’s and Montgomery County Councils, with the goal of both Councils agreeing 

on certain budgetary limits by November 1 of each year.  Noted below are key objectives regarding 

the spending affordability guidelines (SAG) process. 

 

1. The process is based on a multi-year planning model.  A strategy to stabilize annual rate 

increases over time and holding customer fee-supported debt service below 40% of the 

operating budget.  

Jennifer A. Jenkins (Oct 11, 2023 19:31 EDT)
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2. The process consists of four (4) spending limits: 

• Maximum Average Rate Increase (The maximum average rate increase limit covers 

volumetric water/sewage charges only.  WSSC Water’s Ready to Serve (fixed fees) 

include the Infrastructure Investment Fee and the Account Maintenance Fee)  

• Debt Service 

• New Debt 

• Total Water and Sewer Operating Expenses 

 

3. The process provides direction to WSSC Water as to what to request but does not create a 

ceiling (or floor) as to what the Councils may jointly approve at a later date.   State law 

defines the annual WSSC Water 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 in defining proposed budget parameters that are acceptable 

to both Councils.   

 

4. The Bi-County process allows for debates to focus on the impacts of the average rate 

increase for the coming year as well as implications for future years.  The other limits are 

then adjusted to consider the impact of the rate decision. 

 

Bi-County Meeting participants representing WSSC Water and Prince George’s County included: 

WSSC Water: 

Kishia Powell, General Manager 

Joseph Beach, Deputy General Manager Mission Support 

Aklile Tesfaye, Deputy General Manager Operations 

Letitia Carolina-Powell, Acting CFO 

Fariha Babar, Operating Budget Section Manger 

Prince George’s County: 

Kenneth Battle, TIEE Committee Director 

Lavinia Baxter, Senior Legislative Budget and Policy Analyst 

Stanley Earley, Director, OMB 

Jared McCarthy, DCAO 

Linda Turner, Senior Advisor to DCAO 

Brian Halloran, Capital Budget Officer 

Shanai Jordan, OMB  

 

Schedule: 

 

• Bi-County Working Group Sessions (virtual): September 7 and September 21, 2023 

• Committee of the Whole Review:   October 24, 2023 

• Council Action:  October 24, 2023 
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II. Spending Control Limits 

  

A. Spending Control Limit Base Case  

 

WSSC WATER Proposed Base Case 

 

The FY 2025 Spending Affordability Guidelines (SAG) work group met on September 7 and 

September 21, 2023. WSSC Water presented an initial base case spending control limit scenario 

to staff of both counties. The initial base case rate increase of 11.6 percent, as proposed by WSSC 

Water, was reviewed and discussed.  For comparison, in FY 2024, both counties approved WSSC 

Water’s rate increase at 7 percent.  Below in Table 1 is a summary of FY 2024 SAG parameters 

compared to the preliminary proposed.  

 

Table 1: FY 2025 Proposed Base Case (11.6%) vs. Approved FY 2024 (7.0%) (in 

millions)WSSC FY 2025 Revised Base Case Scenario Comparison (Proposed 11.6% v. 

Approved 7.0%) 

Spending Control  

Limits 

FY 2025 

WSSC 

Proposed 

($,000) 

FY 2024 

Approved 

Budget 

($,000) 

Percent 

Change 

(%) 

Rate Increase* 11.6% 7.0% 4.6 % 

New Debt $420,387 $379,960 10.6 % 

Debt Service $363,140 $328,467 10.6% 

Total Water and Sewer Operating Expenses $1,040,465 $924,532 12.5 % 
* The overall volumetric and fixed fees revenue increase is 11.6%. The final fixed and volumetric 

rates for FY25 may vary from this based on the final Cost of Service Study and the Commission’s 

consideration of the various rate scenarios in accordance with rate-making principles. 

 

WSSC Water Objectives for 11.6 % Base Case 

• Meeting financial metrics to maintain AAA bond rating. 

• Addressing deferred capital improvements that were deferred as a result of the pandemic-

related revenue downturn. 

• Paying competitive wages to retain and recruit talent and add headcount where too lean.  

• Enhancing financial metrics to protect AAA bond rating.  

• Overcoming declining consumption. 

• Overcoming lag in rate increase requests in prior years. 

• Overcoming inflationary pressures. 
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Proposed FY 2025 Assumptions for Base Scenario Impacts: 

• In the revised base case, WSSC Water fixed fees (i.e., the Infrastructure Renewal Fee and 

the Account Maintenance Fee) are increased at the same percentage as volumetric rates. 

The final fixed and volumetric rates for FY25 may vary from this based on the final Cost of Service 

Study and the Commission’s consideration of the various rate scenarios in accordance with rate-

making principles. 

• Full Funding of WSSC Water’s Proposed FY25-29 Capital Improvement Program 

• Salary and Wages COLAs effective July 2024.  

• Inflationary increases in current programs (5.0% in FY 25) 

• Total work years grows from 1,836 to 1,984 (148 new positions added)  

• Projection for Other Sources and Fees growth by 15.3%  

 

Rating Agency Remarks 

In February 2023, WSSC Water was rated AAA by three rating agencies. However, one rating 

agency (Fitch) has continued to maintain a AAA with a negative outlook rating. The negative 

outlook was maintained, reflecting leverage that may exceed or remain near 10.0x for the next one 

to two years. Please see the full analytical conclusion in Attachment C.  WSSC Water has the 

authority to levy ad valorem taxes (which is subject to review) to prevent default. Despite the 

continuous rate increases, the continued stress of the pandemic on revenues, inflationary pressures 

on the purchase of chemicals and construction, and declining consumption keep the growth of the 

utility flat. In the last few fiscal years, WSSC Water has gained slight ground, making fixed fees 

subject to the annual rate increase for steadier source revenues. Yet the issue still remains that with 

an aging infrastructure, and rising chemical and construction costs, more revenue is needed.  

In the revised base case scenario forecast found in Attachment B, in FY 2026, there is a projected 

12.5 percent rate increase, with a decline to 6.0 percent in FY 2027, 5.5 percent in FY 2028, then 

to 4.2 percent in FY 2029 and FY 2030. We have not had a rate increase that low since FY 2019.  

Some of the cost drivers impacting the rate include the following: 

Revised Base Case Rate Changes to Major Budget Components from Approved FY 2024 to 

Preliminary FY 2025: 

Operating Expenses 

▪ PAYGO        39% annual increase 

▪ Regional Sewage Disposal  20% annual increase 

▪ Salaries and Wages   17% annual increase 

▪ Debt Service        11% increase, 34.9% of total expenditures 

▪ Maintenance and Operating       9% increase 
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Revenues 

▪ Cost Sharing and Reimbursement  64% increase 

▪ Water and Sewer Charges   11.6% increase 

▪ Other Sources and Fees  15% increase 

 

B. Spending Affordability Guideline Limitations 

At the request of County staff, the Commission presented three alternate rate scenarios with the 

following rate at 8.0%, 8.5% and 9.0%.  Below is the summary comparing the base case at 11.6% 

to the requested scenarios. 

Table 2: Base Case vs. Alternate Scenarios (in millions) 

 

 

Table 3: Compares Quarterly Bill Impact with all Scenarios 

 

*These bill impact figures reflect an “across the board” percentage increase. The final fixed and volumetric 

rates for FY25 may vary from this based on the final Cost of Service Study and the Commission’s 

consideration of the various rate scenarios in accordance with rate-making principles. 

 

As in the past, in order to balance the budget in FY 2025, WSSC Water would need to make 

unspecified reductions to specified programs and defer the implementation of some programs if 

the base case is not chosen. At this time, those projects and programs have not been selected, but 

Attachment C “Additional Operating Requests,” represents some items that may be considered 

along with unspecified cuts in other operating categories. Please note that a 1% rate decrease to 

the proposed rate increase would require approximately $8.7 million in operating reductions or 

$155.8 million in deferrals to the Capital Budget. 

Forecast Scenario Rate 
New Debt 

Issues 

Debt 

Service 
PAYGO

Ending Fund 

Balance

Unspecified 

Reductions

Customer Bill 

Impact 

@150gpd

Scenario 1 - Base Case @11.6% 11.6% 420,387$      363,140$   61,144$      315,101$      -$             $29.16

Scenario 2- Base Case  @ 9% + Reductions 9 420,387        363,140      61,144         315,101        22,093         $22.63

Scenario 3 -Base Case @ 8.5% + Additional Unspecified Reductions 8.5 420,387        363,140      61,144         315,101        26,406         $21.37

Scenario 4- Base Case @ 8.0% + Reductions 8 420,387        363,140      61,144         315,101        30,719         $20.11
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The Commission can make changes to PAYGO, along with other operating reductions, including 

finding continued savings in procurement to limit the operational impacts driving the 11.6% rate 

increase request that would have minimal impacts on people and operations. We discourage 

changes to the budget that would necessitate CIP deferrals that disproportionately impact Prince 

George’s County projects. Additionally, we support ongoing maintenance that may come at the 

expense of starting new projects.  

We applaud the Commission’s continued response to customer needs through the Customer 

Affordability Program and other innovative measures the Commission is using to reach ratepayers 

and engage them in dialogue about the mission and operations of WSSC Water. Furthermore, we 

are excited about the new Piscataway Bio-Energy project that will result in a biosolids program 

that can bring additional revenue to the Commission while enabling reduced costs for biosolids 

management and energy efficiency for operations.  

Nationally the costs for utility bills, including water and electricity, have been trending upward. 

Electricity is increasing annually at 4.3%. Water and wastewater bills have increased more than 

30% in less than a decade, with Americans paying an average of $104 per month this year. Water 

and sewer bills are rising faster than inflation and have increased for an eighth consecutive year in 

a study of the country’s 50 largest metropolitan regions. Between 1996 and 2018, charges 

increased 5.09 percent annually for water and 5.64 percent annually for wastewater. 1   In 2018, 

the average quarterly bill was $118. 2 In short, continued rate increases are needed to protect the 

viability of WSSC Water.  

 

History of Rate Increases  

WSSC Water rate increases have varied from as low as zero percent in the early 2000s to as high 

as nine percent in FY 2010. Over the past six years, the average approved rate increase has been 

around 5.8%. Table 3 below represents requested rate increases versus what has been approved.  

  

Table 4: Rate Increase Over Five Years 

SPENDING AFFORDABILITY IMPACTS ON RATE INCREASES    

    FY 2019 FY 2020  FY 2021  
FY 
2022 

FY 
2023  FY 2024 

Requested Rate   5.2% 6.0% 8.0% 7.9% 8.0% 8.0% 

Approved Rate  4.5% 5.0% 6.0% 5.9% 6.5% 7.0% 

  Change -0.7% -1.0% -2.0% -2.0% -1.5% -1.0% 
 Cumulative  -0.7% -1.7% -5.7% -5.7% -7.2% -8.2% 

 
1 Water costs are rising across the U.S. — here's why - CBS News 
2 Rising Water Utility Bills Expected to Go Higher (aarp.org) 

https://www.cbsnews.com/news/water-bills-rising-cost-of-water-creating-big-utility-bills-for-americans/
https://www.aarp.org/money/budgeting-saving/info-2023/why-your-water-bill-keeps-rising.html
https://www.cbsnews.com/news/water-bills-rising-cost-of-water-creating-big-utility-bills-for-americans/
https://www.aarp.org/money/budgeting-saving/info-2023/why-your-water-bill-keeps-rising.html
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Generally, WSSC Water’s rate increases have aligned with other peer utilities, but most years, they 

are lower than DC Water, Baltimore City and Fairfax Water. Please see the below chart.  

 

Table 5: Regional Increase Comparisons 

 

 
 

As General Manager Powell mentioned on Tuesday, October 10, inflationary pressures, and the 

impacts of the COVID-19 pandemic continue to impact costs and revenues. Unfortunately, 

declining consumption is a trend that will also continue to impact revenues going forward. We 

continue to support the Commission as it seeks innovative revenue sources while adequately 

capturing customer revenues. Funding the Commission's priorities for a healthy utility with an 

adequate workforce is also the County’s priority.  

 

Staff Recommended Rate Case Increase 

The SAG process provides a framework within which both counties may review and decide on 

WSSC spending control limits. These limits do not cap what the Councils may approve within the 

regular budget process, which concludes in May. Below is a summary of what the Prince George’s 

County staff recommends for FY 2025.  
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Table 6: Council Staff Recommended – Spending Limit  

FY 2025 –  Staff Recommended Rate Case Scenario @ 9.0% 

Spending Control Limits FY 2025 Staff 

Recommendation 

FY 2024 

WSSC 

Approved 

Change from 

FY 2023 Budget 

(%) 

Rate Increase 9.0% 7.0% 2.0% 

New Debt $420,387 $379,960  10.6% 

Debt Service $363,140 $328,467  10.6%  

Total Water and Sewer Operating 

Expenses 

$1,018,372 $924,532 10.2%  

 

Customer Quarterly Impact at 150 gpd Rate Percent 

11.6% $29.02 

 

Attachments  

Attachment A: Fitch Rating Agency Comments 

Attachment B: Base Case Long-term Financials at 11.6% 

Attachment C: Recommendation at 9.0% 

Attachment D: WSSC Water Additional Budget Requests 
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Attachment A: Fitch Rating Agency Comments  
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Attachment B: Revised Base Case - Long-term Financial Forecast at 11.6% Rate Increase 
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Attachment C: Long-term Financial Plan 9.0% Rate Increase 
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Attachment D: Additional Operating Budget Requests 
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