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2.  BACKGROUND 
 

BPA’s capitalization policy for Fish & Wildlife has been developed based on BPA’s 
unique legislative authorities, including those contained in the Pacific Northwest 
Electric Power Planning And Conservation Act (Northwest Power Act).  BPA’s 
investment in fish and wildlife programs is unique to the utility industry.  There is no 
precedent for capitalizing non-utility owned assets with no recognized future 
economic benefit to utility ratepayers.  BPA is able to capitalize certain fish and 
wildlife costs based on our ability to recover the costs in future rates.  Our ability to 
capitalize these costs is based solely on the recognition, under GAAP, of BPA as a 
“Rate Regulated Utility” with the ability to capitalize intangible asset costs since 
those costs will be recovered in future rates. 
 
The current policy for capitalizing fish and wildlife costs is based on guidance from 
the Northwest Power Act.  The Northwest Power Act states in Sec. 4(h)(10)(B) that 
budgets for the construction of capital facilities with an estimated life of greater than 
15 years and an estimated cost of at least $1,000,000 shall be funded in the same 
manner and in accordance with the same procedures as major transmission facilities 
under the Federal Columbia River Transmission System Act.  Based on this 
guidance and provisions under FAS 71, BPA capitalizes expenditures where 
expected future benefits are reasonably determinable for facilities that meet the 
criteria described above.  Based on long-standing policy and practice, BPA 
capitalizes facilities only if they have an estimated life of greater than 15 years and 
an estimated cost of at least $1,000,000. 
 
To capitalize costs under FAS 71, the following are required: 

 Rates are subject to review by an independent third party;  
 Rates are set to recover the costs of regulated services/products; and 
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 The rates set to recover costs can reasonably be expected to be charged to 
and collected from customers. 

 
FAS 71 also references and incorporates Accounting Principle Board (APB) Opinion 
17, which requires that to be considered a capitalized intangible asset, an asset 
must have a measurable future benefit. 
 
Fish and wildlife assets are capitalized with a 15 year life, which is the same period 
those expenditures are being recovered in future rates.  BPA appears to be the only 
utility capitalizing costs associated with fish and wildlife programs that purchase 
assets not owned by the utility.  

 
3.  PURPOSE OF THIS POLICY 
 

The purpose of this policy is to guide BPA Managers and staff in determining 
whether to capitalize or expense a fish and wildlife project.  This accounting policy 
applies only to BPA expenditures; it does not affect expenditures of the Army Corps 
of Engineers or the Bureau of Reclamation. 

 
4.  REVISIONS TO POLICY 
 
 The following changes were made to the policy document on October 1, 2004 and 

this update replaces the last policy document dated April 1, 2004. 
 

The revision was made at 6.B.4), which relates to land acquisitions involving more 
than one parcel.  The revision was made to recognize that there are fish and/or 
wildlife habitat protection, mitigation and enhancement plans created prior to 
December 31, 2000, that identify mitigation areas that may encompass an area 
greater than a council defined sub-basin. 
 

5.  DEFINITIONS 
 

A. GAAP – Generally Accepted Accounting Principles; principles promulgated by all 
the relevant standard-setting bodies – currently the FASB and the AICPA's 
Accounting Standards Executive Committee. 

B. FASB – Financial Accounting Standards Board 
C. AICPA – American Institute of Certified Public Accountants 

D. Accounting Standards Executive Committee - the senior technical body of the 
AICPA who are authorized to speak for the Institute in the areas of financial 
accounting and reporting. 

E. FAS 71 – Statement of Financial Accounting Standard 71; Accounting for the 
Effects of Certain Types of Regulation 
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F. FAS 2 – Statement of Financial Accounting Standard 2; Accounting for Research 
and Development Costs. 

G. FCRPS – Federal Columbia River Power System 
 
6.  POLICY 
 

All BPA organizations and individuals shall adhere to the following policy regarding 
Fish and Wildlife Accounting. 
 
A. General Facility Construction 

BPA capitalizes investments in facilities for fish and wildlife that are made to fulfill 
its obligations under the Northwest Power Act or other authorities, consistent with 
the Northwest Power Act.  In order to be capitalized these investments must 
meet the criteria outlined below: 
1) Rates must have been set to recover the costs over time.  
2) The facility must provide a measurable future benefit.  This benefit is defined 

as fulfilling a legal obligation of the FCRPS. 
3) The facility must have a 15 year life or greater.   
4) Facilities must cost $1 million or more.  If the project includes facilities at 

multiple locations, the project may be capitalized if it meets the following 
additional criteria: 
- The facilities together must have a total cost of at least $1 million; AND 
- The facilities must be shown to be functionally interdependent (i.e. in order 

for the benefit of the project to be achieved, all of the facilities must be 
constructed.) 

 
B. Land Acquisitions 
 

BPA intends to include in its capital program its investment in land acquisitions 
for fish and wildlife (i.e., securing a real property interest for the primary benefit of 
fish and/or wildlife), consistent with the Northwest Power and Conservation 
Council’s Columbia River Basin Fish and Wildlife Program, provided such costs 
exceed $1 million, and such investment provides a creditable and quantifiable 
benefit against a defined obligation for BPA.  Acquisitions must meet the 
capitalization criteria outlined below: 
1) Rates must have been set to recover the costs over time (i.e., land 

acquisitions have been included in the current rate case). 
2) The property interest must provide a measurable benefit and irrevocable 

credit against the FCRPS’ legal obligations.  As an example, in the case of 
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wildlife habitat acquisitions, the receipt of "Habitat Units"1 accomplishes this 
requirement.    
The minimum credit obtained (e.g., HUs for wildlife) must be identified at the 
time of acquisition. 

3) Acquisitions must have a 15-year life or greater.   
a. The 15-year threshold is met if the Habitat Units for wildlife habitat 

acquisitions, or other units of credit for resident and/or anadromous fish 
habitat acquisitions, are permanently protected (e.g., the land itself is 
permanently protected for maintaining the habitat units and the “credit” of 
the units is not reducible). 

4) Acquisitions must cost $1 million or more.  If an acquisition includes more 
than one parcel2 the acquisition may be capitalized if it meets the following 
additional criteria: 
- The parcels together must total at least $1 million in acquisition cost; AND 
- The parcels must all be providing mitigation for a single FCRPS 

hydroelectric project; AND 
- The parcels must all be purchased within a single fiscal year; AND  
- The parcels must be in an area identified by a single fish and/or wildlife 

habitat protection, mitigation and enhancement plan created prior to 
December 31, 2000 or be located in the same Council-defined sub-basin, 
whichever encompasses the greatest area; AND 

- The parcels must be shown to be functionally interdependent by meeting 
one of the following elements: 
 Title will be held by the same entity; or 
 Parcels are contiguous; or 
 If not contiguous with each other, each parcel is contiguous with a 

unified block of lands that are already permanently managed for 
protection of fish and/or wildlife (e.g., a wildlife refuge, a former ranch 
now permanently managed for wildlife, etc); or 

 If not contiguous, would establish a properly functioning habitat unit 
appropriate to the species life history needs addressed by the 

 
1 Each FCRPS hydropower project was evaluated to identify the habitat lost due to the construction and inundation 
created by the project. These “loss assessments” describe the losses in Habitat Units, which are a means of 
measuring the habitat values lost in terms of habitat quantity, type, and quality.  The United States Fish and Wildlife 
Service established Habitat Units and the Habitat Evaluation Procedure used to identify them. The Northwest Power 
and Conservation Council formally adopted the wildlife habitat loss assessments and the corresponding Habitat 
Units into the Fish & Wildlife Program, which are summarized in Technical Appendix Table 11-4. BPA uses Table 
11-4 to help define the mitigation for which it is responsible.  As BPA acquires Habitat Units through the acquisition 
of appropriate lands or interests in lands, BPA is able to extinguish a corresponding obligation noted on the ledger. 
2 For the purposes of this policy “parcel” or “parcels” means a real property interest including, but not limited to, fee 
title and conservation easements. 
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acquisition project; e.g., a migration corridor, winter range, or genetic 
refuge. 

  
7.  PROCEDURES 
 
 A project may consist of one or more contracts with various entities.  Only the 

contracts, or portion of a contract, that relates to the capital portion of the project 
may be capitalized.  Operation & Maintenance and Research, Monitoring and 
Evaluation costs are always expensed. 

 
Preliminary Project Stage 
The Accounting Standards Executive Committee (AcSEC) views activities performed 
during the preliminary project stage as being similar to Research & Development 
costs (SFAS 2), as there is no assurance that a project will become a capital asset.  
AcSEC also refers to FASB Interpretation No. 6 for a determination of when a project 
will become capital.  Both standards should be applied when determining when to 
begin capitalizing as it relates to preliminary project costs.  Until that determination is 
made, preliminary costs must be expensed. 
 
Capitalization of costs would begin when both of the following occur: 
a. The preliminary project stage is completed.  
b. Management, with the relevant authority, implicitly or explicitly authorizes and 

commits to funding a capital project. 
 

Project Implementation 
A. General Facility Construction  

For fish and/or wildlife construction projects that meet the capitalization policy 
listed under Section 5.A. above, project costs can be capitalized. 

B. Land Acquisitions 
1. For single parcel land acquisitions that meet the capitalization policy listed 

under Section 5.B. above, project costs can be capitalized. 
2. Projects with multiple parcels will most likely have a longer preliminary project 

stage and result in a greater amount of the preliminary costs being expensed 
prior to the determination being made that a project meets the policy for 
capitalization.  Once a project is determined to meet the capitalization policy, 
project costs from that point on can be capitalized; prior costs must remain as 
expense costs.  

3. Projects with multiple parcels must be documented, reviewed and approved 
as consistent with this policy in advance of acquisition. 
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In the event the capital criteria are not met, the accumulative costs associated 
with the project will be expensed in the current period.  In the event there is a 
determination that the project no longer meets the capitalization criteria, because 
of changes in project scope, etc., after capital costs have been incurred (i.e., 
either while in CWIP or after any transfers to Plant in Service), these costs will be 
expensed in the current period (the period in which the determination is made). 
 
8.  RESPONSIBILITIES 
 

A. The BPA Vice President, Finance and Chief Financial Officer (CFO) is 
delegated the authority by the Chief Executive Officer/Administrator to oversee 
the financial operations of the Agency.  The CFO in turn has delegated certain 
authorities to the Manager, Financial Operations, to fulfill his/her delegated 
responsibilities. 

B. The Manager, Financial Operations, is delegated the authority by Section 21.5 
of the Bonneville Power Administration (BPA) Manual, “to provide, on a BPA-
wide basis, those financial management systems, policies, and procedures 
deemed necessary to keep complete and accurate accounts of operations, 
including all funds expended and received in connection with acquisition, 
transmission and sale of electric energy and other BPA services.” 

C. BPA Managers are responsible to ensure that the financial policies described in 
this Fish and Wildlife Capitalization Policy are followed by their organizations. 

D. BPA Staff are responsible for following the financial policies described in this 
Fish and Wildlife Capitalization Policy. 

 
9.  OTHER CONSIDERATIONS & REFERENCES 
 

A. Pacific Northwest Electric Power Planning And Conservation Act 
B. FAS 71 – “Accounting for the Effects of Certain Types of Regulation” which 

specifically address regulation created assets 
C. Accounting Operations website: 

http://webip1/Corporate/DFR/dfro/accounting.htm 
 

10.  REVIEW/UPDATE SCHEDULE 
 
This policy will be reviewed annually no later than the anniversary of the effective 
date unless conditions dictate that a more frequent review is needed.  The policy will 
be updated as necessary following each review. 

 

http://webip1/Corporate/DFR/dfro/accounting.htm
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