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AMES LAKE WATER ASSOCIATION 
 

WATER GENERAL FACILITY CHARGE 
(JULY 2009) 

INTRODUCTION 
 
This report documents the calculation of the general facility charge, or GFC for the 
Association’s water utility.  A GFC is also commonly referred to as a connection charge 
or system development charge. 
 
A GFC is a one-time charge paid by a new customer connecting to a utility system.  A 
GFC can include a pro-rata share of the cost of existing facilities (existing facility 
component) and a pro-rata share of planned facilities (future facility component).  The 
existing facility component offsets the historical contributions from existing customers 
used to acquire existing assets of benefit to a new customer.  The future facility 
component is a customer’s proportional share of the cost of capital improvements 
required to serve future growth and is intended to minimize the impact to existing 
customers of constructing growth related facilities. 
 
This analysis utilizes information prepared by the Association and the Association’s 
engineering consultants Gray & Osborne, Inc (G&O).  G&O provided the following data 
necessary to determine the GFCs recommended in this analysis based on water 
comprehensive planning reports currently being finalized and additional engineering 
analysis: 
 

• Original costs for all existing facilities (see attached 2009 Water System 
Inventory) (G&O) 

• Planned capital costs (2008 water System Plan) 
• Planned number of ERUs in 10 years (2008 Water System Plan) 
• Outstanding debt (Association records) 
• Current customer counts and meter sizes (Association billing records) 

 
OVERVIEW 
 
The water GFC calculated in this study is stated in terms of dollars per equivalent 
residential unit, or ERU.  The term, ERU, is used to convert non-residential (i.e. 
commercial) customers into an equivalent number of residential units based on the 
defined water use of a single-family residence.  Thus the GFC stated in terms of dollars 
per ERU determined in this analysis is an appropriate fee for any new single-family 
residential connection. 
 
The Revised Code of Washington (RCW) addresses some aspects of how a GFC should 
be determined for municipal governments.  However, GFCs are determined primarily 
based on practices that have been upheld by State courts and also by industry standards 
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(e.g. American Water Works Association).  RCW 35.92.025, which authorizes cities and 
towns to charge for connecting to a water or wastewater system, requires that the charge 
be an equitable share of the cost of the existing system and may include up to ten years of 
interest charges at a rate commensurate with the rate of interest applicable at the time of 
construction.  RCW 57.08.005, which address connection charges for special purpose 
districts, also specifically allows districts to charge a pro rata share of the cost of future 
facilities planned in the next ten years and documented in an approved comprehensive 
plan.  An opinion provided by Foster, Pepper, and Shefelman, PLLC concluded that cities 
might also include costs of future facilities intended to serve growth. 
 
Under RCW 57.08.005, special purpose districts are not allowed to include costs 
associated with facilities that are funded from grants/donations.  In 1999, the Washington 
State Supreme Court ruled in the case Landmark Development, Inc. versus the City of 
Roy that cities and towns may include costs associated with facilities funded wholly or in 
part by grants/donations when calculating a connection charge. 
 
Solely for Ames Lake convenience, the water GFC proposed in this study has been 
modeled using a methodology consistent with RCW and case law requirements for a city 
in the State of Washington.  Notwithstanding the use of City guidelines, Ames Lake is a 
non-profit cooperative and it is not subject to the same statutes as cities and districts.  By 
adopting the proposed GFC Ames Lake does not intend to subject itself to statutes and 
rules for a city, rather they have been used as approximate guidelines and our opinion that 
their use results in a fair and reasonable GFC.  
 
 
GENERAL FACILITY CHARGE DETERMINATION 
 
The existing and planned facility components of the water system GFC are analyzed in 
this section. 
 

EXISTING FACILITY COMPONENT OF THE WATER GFC 
 
The pro-rata share of the original cost of existing facilities, or existing facility 
component, is determined by dividing the cost of existing utility assets that will benefit 
future customers by the number of existing customers, or ERUs.  The cost of each 
existing water infrastructure asset that will benefit future customers is based on an 
engineering analysis performed by Gray & Osborne, Inc (see attached 2009 Water 
System Inventory).  As documented in the Inventory Analysis, the original cost for most 
system assets is based on an engineering estimate of the cost to replace the asset deflated 
to the time of each asset’s installation in order to estimate the original cost. 
 
The attached Technical Memorandum (T.M.) from G&O describes the processes used to 
identify existing facilities that provide a general benefit to the system and therefore will 
benefit future customers and to determine original installation costs. 
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Table 1 summarizes the original costs for all existing Association water assets as listed in 
the attached 2009Water System Inventory. 
 

TABLE 1 
Original Costs for Existing Water Assets that Benefit Future Customers  

 
All assets included in Table 1 are assumed to benefit future customers due to the general 
benefit to all residential and commercial customer of being provided fire flow.  
Additionally, the assets listed in Table 1 are integral to the system in terms of the 
system’s reliability, redundancy, and the importance of water movement in order to 
maintain water quality.  Note also that the assets included in Table 1 do not include any 
land, buildings, or rolling stock (equipment) in order to be conservative. 
 
The original costs of existing assets that are included in a GFC must be adjusted to 
account for outstanding debt principal and for ten years of accumulated interest costs.   
Some of the assets listed in Table 1 have outstanding debt principal.  Since the 
Association pays for annual debt costs using revenues from monthly rates, all customers 
(both existing and new) will pay their pro-rata of the remaining unpaid for capital costs 
associated with outstanding debt through monthly rates.  Therefore all outstanding debt 
principal is removed from the total assets included in the existing facility components of 
the GFC.  Table 2 provides a list of all outstanding debt principal of the Association as of 
the start of 2009. 
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TABLE 2 
Outstanding Debt Principal 

 
A City may include up to ten years of accumulated interest costs in the calculation of a 
GFC.  An interest rate applicable to the time of major system construction is to be used in 
calculating the ten years of interest charges.  It is reasonable for Ames Lake to adopt the 
same methodology.  According to the data provided in the 2009 Water System Inventory, 
most assets have been installed since 1980.  Based on a review of historical Treasury 
Bills returns from 1980 through 2005, the average annual bond return was 6.19 percent.  
However, since actual installation years are somewhat ambiguous and in order to be even 
more conservative, this analysis uses an average annual interest rate of 5.05 percent that 
reflects the average T-Bill return from 1950 through 2005. 
 
Table 3 lists total original costs for existing assets from Table 1 and the corresponding 
amount of interest based on up to ten years and a 5.05 percent annual interest rate.  Note 
that assets installed after 1999 have not been in place for ten years and therefore the 
accumulated interest is based on less than ten years as indicated in Table 3. 
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TABLE 3 
Accumulated Interest Costs on Existing Water Assets 
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The current and projected number of ERUs in the year 2018 are required in order to 
calculate the existing and future facility components of the GFC.  Table 4 lists the 
number of ERUs as of 2008 through the year 2018 that corresponds to a ten-year horizon 
beginning with the start of this study and corresponding to the 2008 Water System (the 
source of data for Table 4). 
 

TABLE 4 
Current and Projected Number of Water ERUs 

 
 
Table 5 shows the calculation of the existing facility component of the GFC based on the 
total cost of existing assets that will benefit future customers from Table 1, outstanding 
debt from Table 2, accumulated interest costs from Table 3 and the current number of 
ERUs from Table 4.  As shown in Table 5 total existing assets costs have been adjusted 
for the Association’s current total outstanding debt principal balance of $892,000.  The 
existing facility component of the GFC is then calculated by dividing the total existing 
costs included in the GFC by the total number of current ERUs in the system of 1,085. 
 

TABLE 5 
Existing Facility Components of the Water GFC 
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FUTURE FACILITY COMPONENT OF THE GFC 
 
A GFC typically includes a pro–rata share of the cost of facilities planned within the next 
ten years and therefore it is reasonable for Ames Lake to use this same methodology.  
The future facility component is calculated by dividing the total cost of planned capital 
improvement costs by the number of benefiting customers (or ERUs).  In this analysis all 
projects that are included in the GFC are presumed to benefit both existing as well as new 
customers.  The projected number of ERUs in ten years (2018) is as listed in Table 4, 
1,289. 
 
Table 6 lists capital improvement projects planned to occur within the next ten years as 
identified in the draft 2008 Water System Plan..  Note that two projects, main 
replacements and water meter replacements have not been included in the GFC.  The 
main replacement project has not been included because all existing piping has been 
included in the existing facility component and therefore including main replacement 
costs would double charge new customers for some existing piping that has or will be 
replaced.  The water meter replacement project has also been excluded since new 
customers pay for the installation of their new meters and will not benefit from another 
customer’s meter replacement. 
 

TABLE 6 
 

Planned Facilities Included in the Future Facility Component of the GFC 

 
 
The future facility component of the GFC can now be calculated based on the total cost 
of planned capital improvements included in the GFC from Table 7 divided by the total 
number of ERUs in 10 years (2018) of 1,289 from Table 4. 
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TABLE 7 
Future Facility Component of the GFC 

 
 
GENERAL FACILITY CHARGE 
 
The total proposed GFC can now be expressed in terms of the existing facility component 
plus the future facility component. 

 
TABLE 8 

Maximum Proposed General Facility Charge 
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GFC IMPLEMENTATION 
 
The maximum proposed GFC is appropriate for all new single-family residences.  Non-
residential growth is expected to be minimal over the next ten years as documented in the 
2008 Water System plan.  If the Association adds new commercial customers then 
appropriate GFCs for a commercial customer can be established based on an engineering 
review.  Alternatively there are established methods for computing commercial GFCs 
based on the use of AWWA meter equivalent flow factors or by estimating the number of 
ERUs in water use expected from a new commercial customer and multiplying this by the 
proposed GFC that is stated in dollars per ERU. 
 

TABLE 9 
General Facility Charges 

 
 
Note that the GFCs determined in this analysis only represent a new customer’s pro rata 
share of buying into the physical water system.  Proposed GFCs do not include the cost 
of the physical connection and or meter drop in costs, new membership fee, or 
administration/account set up fees. 
 
 


