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SUBJECT: MONTHLY STATUS REPORT – JANUARY 2020
Attached is the January Monthly Status Report on the budgetary and fiscal performance of the Commission. The
report provides summary information delineating the Commission’s current and projected financial status for Fiscal Year 2020
(FY’20). As this is the first year of our new four-tier rate structure, we are closely monitoring the water and sewer use charge
revenue streams in order to understand and accurately project any impact on our financial status. At this time, we are not making
changes to our projected financial results as presented in the December Monthly Status Report
In previous reports for the sewer operating fund, projected sewer use charge revenue was reduced by 1.1% to begin
to recognize an adjustment to the sewer rate calculation based on the last two years’ results and additional sewer use charge
revenue reductions were projected due to lower than anticipated sewer billing factors and lower projected fee income. The $12.0
million projected revenue shortfall is expected to be more than offset by $3.5 million in higher interest income, and lower projected
net expenses. Although our All Other expenses are projected to be $9.9 million higher than budgeted due to ongoing Project
Cornerstone stabilization and the holistic sewer rehab work in the Piscataway sewer basin, projected expense decreases of $13.1
million in debt service, $4 million in regional sewage disposal, $4.0 million in salary and wages expenses and other minor
adjustments result in a projected year-end fund income of $4.8 million. In developing the sewer rates for the FY 21 budget, the
recovery of an $8.7 million shortfall was incorporated. Our staff continues to analyze sewer revenues to identify the factors driving
the lower than expected revenue.
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In the water operating fund, salaries and wages expenses are projected to be $10.3 million higher than budgeted due
to both a budget under-allocation between the water and sewer operating funds and significantly higher overtime expenses in
Customer Service and Utility Services. The higher expense is partially offset by $6.6 million projected reduction in the use of
PAYGO. Including some other minor adjustments, the fund is currently projected to show a loss of $4.4 million. However, we will
continue to review expenditure patterns with the various departments and look at other adjustments between now and the end of
the year to close the gap.
Overall for the combined water and sewer operating funds, the net projected lower expenses will offset the projected
revenue shortfalls. At this point, we are projecting a combined water and sewer operating fund net income of $0.4 million for the
fiscal year.
Capital spending on both sewer reconstruction programs is significantly slower than planned and is tracking close to
the FY’19 pace. We anticipate spending only 61% of the capital budget. Due to the slower spending, we’ve delayed our sewer
bond sale until next fall. The delay along with the February 25th bond refunding at lower interest rates resulted in the projected
debt service savings in the operating funds.
Fiscal to date water production, at 166.0 MGD, is 0.3% ahead of the five-year average and 1.0% ahead of last year’s
pace over the same period, primarily due to drought conditions across our service area during the first quarter. Water production
for the month of January, at 153.3 MGD, was 4.7 MGD below the five-year average for the month. Water and sewer revenue
depend not only on the water produced and ultimately consumed, but also on the average billing rate. Historically, the average
billing rate has represented the water and sewer revenue received per thousand gallons of water produced. However, with the
change from a 16-step to a 4-step rate structure we anticipate that a number of adjustments to our revenue projections may be
required based upon changes in customer use patterns. In previous reports, adjustments to projected sewer use revenue have
lowered the average end-of-year combined water and sewer billing rate per thousand gallons produced from the $10.977
budgeted to the current projected $10.779.
To increase accountability and ease of budget management of moveable assets by operating departments, a
budgeting change was implemented in FY’20 to reflect the full cost of moveable assets to be purchased. The change also
required an accounting adjustment removing the $31.3 million undepreciated balance or net book value of those moveable assets.
This approach is fairly standard in governments for management's internal financial statements. No adjustment was required in the
GAAP based financial statements that are relied upon by rating agencies and other external parties. Those financial statements
continue to present the net book value of all WSSC Water’s assets.
The accumulated net revenue at year end is projected to be $128.4 million (see page 2 of the report), of which $77.2
million is restricted for our working capital reserve, $8.0 million is planned for use in the FY’21 budget, and $18.0 million is
projected to be used in the FY’22 through FY’24 budgets, and to maintain the targeted 10% operating reserve.
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Other highlights of the January 2020 report are as follows:
Revenues
• Total revenues (all funds) through January were $462.1 million or 58% of total budgeted.
• Total revenues (all funds) are projected to be $786.6 million; $9.7 million less than budgeted.
Expenses
• Total net expenses (all funds) through January were $424.9 million or 53% of total budgeted.
• Total net expenses (all funds) are projected to be $787.7 million; $10.1 million less than budgeted.
Water Production
•

Water production through January averaged 166.0 MGD (page 4).

Workyears
• Cumulative workyears through the end of January were 1,680 (page 5).
System Development Charge
• The System Development Charge available account balance through January was $13.6 million. The account
balance is used during the year to fund water and sewer growth-related capital projects (page 13).
I recommend transmittal of the attached report to Prince George's and Montgomery Counties.

