NOTES TO THE PRINCIPAL FINANCIAL STATEMENTS

are assessed interest, penalties, and administrative fees if they
become delinquent. Interest and penalties are assessed at the
Current Value of Funds Rate established by Treasury. Accounts
Receivable is reduced to net realizable value by an Allowance
for Uncollectible Accounts. This allowance is recorded using
aging methodologies based on an analysis of past collections
and write-offs. See Note 5 for more information on Accounts
and Loans Receivable, Net.

Interest Receivable

Interest earned on investments, but not received as of

September 30, is recognized as interest receivable.

Advances and Prepayments

Payments made in advance of the receipt of goods and services
are recorded as advances or prepayments, and recognized as
expenses when the related goods and services are received.
Prepayments are made principally to other Federal entities
or lease holders for future services. Advances are made to
Department employees for official travel, salary advances to
Department employees transferring to overseas assignments,
and other miscellaneous prepayments and advances for
future services. Advances and prepayments are reported as
Other Assets on the Consolidated Balance Sheet. Typically,
USAID Federal assistance results in a net advance in Other
Assets. Additional information may be found in Note 8.

Investments

The Department has several accounts that have the authority
to invest cash resources. For these accounts, the cash resources
not required to meet current expenditures are invested in
interest-bearing obligations of the U.S. Government. These
investments consist of U.S. Treasury special issues and
securities. Special issues are unique public debt obligations
for purchase exclusively by the Foreign Service Retirement
and Disability Fund and for which interest is computed

and paid semi-annually on June 30 and December 31.

They are purchased and redeemed at par, which is their
carrying value on the Consolidated Balance Sheet.

Investments by the Department’s Gift, Israeli Arab
Scholarship, Eisenhower Exchange Fellowship, Middle
Eastern-Western Dialogue, and International Center accounts

are in U.S. Treasury securities. Interest on these investments
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Hétel Rothschild, the official residence of the U.S. Ambassador to
France and Monaco was constructed between 1852 and 1855. It
measures over 7,000 square meters and occupies a 1.2-hectare site
at 41 Rue du Faubourg Saint-Honoré in Paris, a short distance from

the U.S. Embassy and the home and offices of the French President,

the Elysée Palace. Department of State/0OBO

is paid semi-annually at various rates. These investments
are reported at acquisition cost, which equals the face value
net of unamortized discounts or premiums. Discounts and
premiums are amortized over the life of the security using
the straight-line method for Gift Funds investments, and
effective interest method for the other accounts. Additional
information on Investments can be found in Note 4.

Property and Equipment
Real Property

Real property assets primarily consist of facilities used for
U.S. diplomatic missions abroad and capital improvements
to these facilities, including unimproved land; residential
and functional-use buildings such as embassy/consulate
office buildings; office annexes and support facilities; and
construction-in-progtess. Title to these properties is held
under various conditions including fee simple, restricted
use, crown lease, and deed of use agreement. Some of
these properties are considered historical treasures and are
considered multi-use heritage assets. These items are reported
on the Consolidated Balance Sheet, in Note 7 to the
financial statements, and in the Heritage Assets Section.
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