NOTES TO THE PRINCIPAL FINANCIAL STATEMENTS

Asset Category Estimated Useful Life

Aircraft:
INL air wing managed 10 years
Host-country managed 5 years
Vehicles:
Department managed 3 to 6 years
Contractor-held in Iraq and Afghanistan 2 '/, years

Security Equipment 3 to 15 years
Communication Equipment 3 to 20 years
ADP Equipment 3 to 6 years

Reproduction Equipment 3 to 15 years

Estimated useful
life or 5 years

Internal Use Software

See Note 7, Property and Equipment, Net, for additional

information.

Capital Leases

Leases are accounted for as capital leases if the value is

$1 million or more and they meet one of the following criteria:
(1) the lease transfers ownership of the property by the end

of the lease term; (2) the lease contains an option to purchase
the property at a bargain price; (3) the lease term is equal to

or greater than 75 percent of the estimated useful life of the
property; or (4) at the inception of the lease, the present value
of the minimum lease payment equals or exceeds 90 percent
of the fair value of the leased property. The initial recording

of a lease’s value (with a corresponding liability) is the lesser

of the net present value of the lease payments or the fair value
of the leased property. Capital leases that meet criteria (1) or
(2) are depreciated over the useful life of the asset (30 years).
Capital leases that meet criteria (3) or (4) are depreciated over
the term of the lease. Capital lease liabilities are amortized over
the term of the lease; if the lease has an indefinite term, the
term is capped at 50 years. Additional information on capital
leases is disclosed in Note 12, Leases.

Stewardship Property and Equipment

Stewardship Property and Equipment, or Heritage Assets,

are assets that have historical or natural significance; are of
cultural, educational, or artistic importance; or have significant
architectural characteristics. They are generally considered
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priceless and are expected to be preserved indefinitely. As such,
these assets are reported in terms of physical units rather than
cost or other monetary values. See Note 7.

Grants

The Department awards educational, cultural exchange, and
refugee assistance grants to various individuals, universities,
and non-profit organizations. Budgetary obligations are
recorded when grants are awarded. Grant funds are disbursed
in two ways: grantees draw funds commensurate with their
immediate cash needs via HHS” Payment Management System;
or grantees request reimbursement for their expenditures.

Accounts Payable

Accounts payable represent the amounts accrued for contracts
for goods and services received but unpaid at the end of the
fiscal year and unreimbursed grant expenditures. In addition to
accounts payables recorded through normal business activities,
unbilled payables are estimated based on historical data.

Accrued Annual, Sick, and Other Leave

Annual leave is accrued as it is earned by Department
employees, and the accrual is reduced as leave is taken.
Throughout the year, the balance in the accrued annual leave
liability account is adjusted to reflect current pay rates. The
amount of the adjustment is recorded as an expense. Current
or prior year appropriations are not available to fund annual
leave earned but not taken. Funding occurs in the year the
leave is taken and payment is made. Sick leave and other

types of non-vested leave are expensed as taken.

Employee Benefit Plans

Retirement Plans: Civil Service employees participate in
either the Civil Service Retirement System (CSRS) or the
Federal Employees Retirement System (FERS). Members of
the Foreign Service participate in either the Foreign Service
Retirement and Disability System (FSRDS) or the Foreign
Service Pension System (FSPS).

Employees covered under CSRS contribute 7 percent of their
salary; the Department contributes 7 percent. Employees
covered under CSRS also contribute 1.45 percent of their
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