





























Exhihit D
(continued)

NOTE 1 - SUMDMIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases

The Department determines 1f an arrangement contains a lease at tneeption. Leases are
then classified as either operating or finance leases depending on the charactenisties of
the lease. Right-of-use (ROU) assets represent the Department’s right to control the use
of a specified asset for the lease term, and lease Labilities represent the Department’s
obligation to make lease payments arising from the lease. ROU assets and lease
liabilities are recognized at the commencement date based on the present value of lease
payments: the Department uses the risk-free discount rate when the discount rate 1s not
unplictt in the lease. The lease term 1s the non-cancellable period of the lease. mcluding
any options to extend, purchase, or termunate the lease depending on whether the
Department 1s reasonably certain to exercise those options.

The costs asseciated with operating leases are recogmized on a straight-line basis over
the pertod of the leases. Finance leases ROU assets are amortized on a straight-line basis
over the shorter of the estimated usetul lives or the lease terms. and interest expense
incurred 1s on the lease habilities 15 included in interest expense. If the lease transters
ownership to the Department or the Department 1s reasonably certain to exercise the
option te purchase the underlying asset, the ROU asset 15 amortized to the end of the
useful life of the underlving asset. Assumptions made by the Department at the
commencement date are re-evaluated upon occurrence of certain events, including lease
modifications when that modification 1s not accounted tor as a separate contract.

The Department does not recognize ROU assets and Iease Habilittes on short-term Jeases
but recognize lease expense for these leases on a straight-line basis over the lease terms
and any variable lease payments in the period in which the obligation for those payments
are incurred.

The Department had no right of use assets or habiltties related to leases during 2024 and
2023 respectively.

Subsequent events
In preparing the financial statements, the Department has evaluated events amd

transactions for potential recognition or disclosure through May 19, 2025, which 1s
the date the financial statements were avatlable to be tssued.
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