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Legislation

·Rivers & Harbors Act (P.L. 75-392) ɀ1937

·Reclamation Project Act (P.L. 76-260) ɀ1939

·Department of Energy Organization Act  (P.L. 95-91) ɀ
1977

·Coordinated Operating Agreement (P.L. 99-546) ɀ
1986

·Subtitle G - Aging Infrastructure (P.L. 111-11) ɀ2009

·American Recovery and Reinvestment Act (ARRA) -
2009
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Rivers & Harbors Act (P.L. 75-392) ɀ1937

·First authorization of CVP for construction and 
operation and maintenance of dams, canals, power 
plants, pumping plants, transmission lines and 
incidental works deemed necessary for the entire 
project

·Established the generation and sale of electric energy 
as a means of financially aiding and assisting the 
project
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Reclamation Project Act (P.L. 76-260) ɀ1939

·Provided for the repayment of CVP construction 
charges and authorized the sale of water to 
municipalities and other public corporations or 
agencies

·Establishes a 50 year repayment as a matter of policy
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Department of Energy Organization Act  
(P.L. 95-91) ɀ1977

·Established the Department of Energy 

·Transferred power marketing and power repayment 
functions, including the construction, operation and 
maintenance of power transmission lines and 
attendant facilities associated with Reclamation 
projects from DOI to DOE
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Coordinated Operating Agreement (P.L. 99-
546) ɀ1986

·Requires the Secretary of Interior to include in new or 
amended contracts for the delivery of water within the CVP 
a provision requiring an adjustment of rates if the rate is 
not adequate to recover appropriate share of the existing 
Federal investment in the project by the year 2030*

·The Secretary of Interior is required to include both capital 
and operation and maintenance deficit recovery (with 
interest) in new or amended contracts for the delivery of 
water

* Pending interpretation from the DOI Solicitor
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Subtitle G - Aging Infrastructure (P.L. 111-11) 
ɀ2009

·Authorizes extraordinary operation and maintenance 
work be repaid within 50 years.  Interest begins from 
the year in which the work is undertaken.

·Any extraordinary operation and maintenance over 
$100,000 is authorized for long term repayment.
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American Recovery and Reinvestment Act 
(ARRA) ɀ2009

·Provided for job preservation, infrastructure 
investment, energy efficiency and science, assistance 
to the unemployed, and State and local fiscal 
stabilization

·Reclamation ɀ

·Must be obligated by September 30, 2010

·Must be repaid within 50 years with interest 

·Western ɀ

·Borrowing Authority

·Repayment terms to be determined
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Accounting

11

Capital versus Expense



Accounting Terms:

·Additions ɀfacilities or equipment that are installed and 
provides benefits beyond the original specifications of the 
facility or plant. 
·Capital ɀAsset life >ά ÙÅÁÒÓ ÁÎÄ ÍÅÅÔÓ !ÇÅÎÃÉÅÓȭ 

thresholds
·Expense ɀ!ÇÅÎÃÉÅÓȭ ÁÎÎÕÁÌ ÃÏÓÔ ÏÆ ÏÐÅÒÁÔÉÏÎÓȢ  )ÎÃÌÕÄÉÎÇ 

labor, maintenance, etc.
·Extraordinary Maintenance ɀmajor, nonrecurring 

maintenance intended to ensure the continued use of the 
authorized project benefits.
·RAX  (Reclamation) ɀReplacements, Additions, and 

Extraordinary Maintenance
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Accounting Terms continued:

·Replacements ɀthe act of replacing major sections or 
pieces of equipment to bring a facility to a state similar to 
the level of services when it was constructed or installed.
·Retirements ɀproperty which has been removed, sold, 

abandoned, destroyed, or which for any cause, has been 
withdrawn from service.
·22!$ȭÓ  ɉ7ÅÓÔÅÒÎɊ ɀRetirements, Replacements, and 

Additions
·Unit of Property ɀ(a) an item that will be replaced as a 

complete unit one or more times within the period of 
analysis and (b) an item that is significant in terms of 
annual maintenance expense but is not ordinarily replaced 
as a part of the normal recurring maintenance program. 
The period of analysis is generally considered to be 100 
years.
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Accounting Basics

·Activities are primarily accounted for in two ways:

·Capital Investment 

·Annual Expense
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Guidance for Accounting Classifications

·What tools are available for the finance staff to 
use in determining whether to capitalize or 
expense an activity?

·Federal Accounting Standards Advisory Board (FASAB)

·Replacement Manual (Blue Book)

·Agency Accounting Policy/Procedures

·Subject Matter Experts (i.e. Engineers & Project 
Managers) ɀfor clarification of activity
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Capital Investment vs. Annual Expense

Capital Investment

·Benefits future periods (has an 
estimated life > 2 years)

·Acquisition of a fixed asset
·)Ó ÆÏÒ 22!$ȭÓȾ2!8ɛ
·Meets threshold:
·Fixed Assets
·Capitalized movable equipment
·Software^

^Threshold differences between 
Reclamation and Western are defined on 
the following slide.

Annual Expense

·Benefits current period (e.g., most 
O&M)

· Is for routine maintenance (e.g., 
painting, replacing insulators, 
etc.)

· Is for extraordinary maintenance 
(RAX)*

·For equipment and software if less 
than capitalized threshold, 
regardless of benefit period

*RAX can be capitalized or expensed 
depending on Blue Book.
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Capital Investment

·Benefits future periods (has an estimated life > 2 years)

·Is for new construction

·)Ó ÆÏÒ 2!8Ⱦ22!$ȭÓ ÐÒÏÊÅÃÔÓ ÁÓ ÄÅÆÉÎÅÄ ÂÙ ÔÈÅ "ÌÕÅ "ÏÏË

·When adding to, or replacing an existing asset, investment 
generally will substantially enhance performance or increase life 
of asset

·Meets threshold:
· Fixed Assets (> $0)

· Capitalized Movable Equipment (> $15K) 

· Software:

· Reclamation: If software costs > $100K  and has a service life of  > 2 years

· Western: If software costs > $150K  and has a service life of  > 3 years
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