FINANCIAL SECTION

The Department also owns several domestic real properties,
including the National Foreign Affairs Training Center
(Arlington, Va.); the International Center (Washington,
D.C.); the Charleston Financial Services Center (S.C.); the
Beltsville Information Management Center (Md.); the Florida
Regional Center (Ft. Lauderdale); and consular centers in
Chatleston, S.C., Portsmouth, N.H., and Williamsburg,

Ky. The Foreign Missions Act authorizes the Department

to facilitate the secure and efficient operation in the United
States of foreign missions. The Act established the Office of
Foreign Missions to manage acquisitions, including leases,
additions, and sales of real property by foreign missions.

In certain cases, based on reciprocity, the Department owns
real property in the United States that is used by foreign
missions for diplomatic purposes. The IBWC owns buildings
and structures related to its boundary preservation, flood

control, and sanitation programs.

Buildings and structures are carried at either actual or
estimated historical cost. The Department capitalizes all costs
for constructing new buildings and building acquisitions
regardless of cost, and all other improvements of $1 million
or more. Costs incurred for constructing new facilities, major
rehabilitations, or other improvements in the design or
construction stage are recorded as construction-in-progress.
After these projects are substantially complete, costs are
transferred to Buildings and Structures or Leaschold
Improvements, as appropriate. Depreciation is computed on
a straight-line basis over the asset’s estimated life and begins
when the property is placed into service. The estimated

useful lives for real property are as follows:

Asset Category Estimated Useful Life

Land Improvements 30 years
Buildings and Structures 10 to 50 years
Assets Under Capital Lease Lease term or 30 years

Leasehold Improvements Lesser of lease term or 10 years

Personal Property

Personal property consists of several asset categories including
aircraft, vehicles, security equipment, communication

equipment, automated data processing (ADP) equipment,
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reproduction equipment, and software. The Department
holds title to these assets, some of which are operated in
unusual conditions, as described below.

The Department’s Bureau of International Narcotics and
Law Enforcement (INL) uses aircraft to help eradicate and
stop the flow of illegal drugs. To accomplish its mission, INL
maintains an aircraft fleet that is one of the largest Federal,
nonmilitary fleets. Most of the aircraft are under direct INL
air wing management. However, a number of aircraft are
managed by host-countries. The Department holds title

to most of the aircraft under these programs and requires
congressional notification to transfer title for any aircraft to
foreign governments. INL contracts with firms to provide
maintenance support depending on whether the aircraft are
INL air wing managed or host-country managed. INL air
wing managed aircraft are maintained to Federal Aviation
Administration standards that involve routine inspection, as
well as scheduled maintenance and replacements of certain
parts after given hours of use. Host-country managed aircraft
are maintained to host-country requirements, which are less
than Federal Aviation Administration standards.

The Department also maintains a large vehicle fleet that
operates overseas. Many vehicles require armoring for security
reasons. For some locations, large utility vehicles are used
instead of conventional sedans. In addition, the Department
contracts with firms to provide support in strife-torn areas,
such as Iraq and Afghanistan. Contractor support includes the
purchase and operation of armored vehicles. Under the terms
of the contracts, the Department has title to the contractor-

held vehicles.

Personal property and equipment with an acquisition cost of
$25,000 or more, and a useful life of two or more years, is
capitalized at cost. Additionally, all vehicles are capitalized, as
well as internal use software with cost of $500,000 or more.
Except for contractor-held vehicles in Iraq and Afghanistan,
depreciation is calculated on a straight-line basis over the
asset’s estimated life and begins when the property is placed
into service. Contractor-held vehicles in Iraq and Afghanistan,
due to the harsh operating conditions, are depreciated on a
double-declining balance basis. The estimated useful lives

for personal property are as follows:
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