











GLOSSARY

- Capital Project: Major construction, acquisition, or renovation activities (generally
greater than $25,000) which add value to the physical assets of a government, or
significantly increase their useful life. Also called capital improvements.

Cash Basis: A basis of accounting which recognizes transactions only when cash is
increased or decreased.

Chart of Accounts: This is a set of codes held in common throughout the State of
Florida and established for use by the State for use by all governmental entities.

Collective Bargaining Agreement: A legal contract between the employer and a
verified representative of a recognized bargaining unit (CBU — collective bargaining unit)
for specific terms and conditions of employment (e.g., hours, workings conditions,
salary, fringe benefits, and matters affecting health and safety of employees).

Constant or Real Dollars: The presentation of dollar amounts adjusted for inflation to
reflect the real purchasing power of money as compared to a certain point in time.

Consumer Price Index (CPI): A statistical description of price levels provided by the
U.S. Department of Labor. The index is used as a measure of the increase in the cost
of living. Sometimes broadly called an “inflationary index.”

Contingency: A budgetary reserve set aside for emergencies or unforeseen
expenditures not otherwise budgeted.

Contractual Services: Services rendered to a government by private firms,
individuals, or other governmental agencies. Examples include utilities, rent,
maintenance agreements, and professional consulting services.

Cost-of-Living Adjustment (COLA): An increase in salaries to offset the adverse
effect of inflation on compensation. See Annual Salary Adjustment.

Debt Service: The payments of principal and/or interest on borrowed money according
to a predetermined payment schedule.

Deficit: The excess liability of an entity over its assets; or the excess of expenditures
or expenses over revenues during a single accounting period.

Department: The basic organizational unit of government which is functionally unique
in its delivery of services.

Employee (or Fringe) Benefits: Contributions made by a government to meet
commitments or obligations for an employee’s compensation package in excess of
salary. Included are the government’s share of costs for Social Security and the
various pension, medical, and life insurance plans.
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Encumbrance: The lawful commitment of funds to purchase an item or service. To
encumber funds means to set aside or commit funds for a specified future expenditure.
Purchase orders are one way in which encumbrances are created.

Expenditure: The payment of cash on the transfer of property or services for the
purpose of acquiring an asset, service or settling a loss.

Expense: Charges incurred (whether paid immediately or unpaid) for operations,
maintenance, interest or other charges.

Fiscal Policy: A government’s policies with respect to revenues, spending, and debt
management as these relate to government services, programs and capital investment.
Fiscal policy provides an agreed-upon set of principles for the planning and
programming of government budgets and their funding.

Fiscal Year: A twelve-month period designated as the operating year for accounting
and budgeting purposes in an organization. For municipalities in the State of Florida,
this twelve (12) month period is October 1 to September 30.

Fixed Assets: Assets of long-term character which are intended to continue to be held
or used, such as land, buildings, machinery, furniture, and other equipment.

Franchise Fee: Fees assessed on public utility corporations in return for granting a
privilege to operate inside the Town limits. Examples include gas operators and electric
companies.

Full Faith and Credit: A pledge of a government's taxing power to repay debt
obligations.

Fund: A fiscal entity with revenues and expenses which are segregated for the purpose
of carrying out a specific purpose or activity.

Fund Balance (Assigned): Comprises amounts intended to be used by the
government for specific purposes. In governmental funds other than the general fund,
assigned fund balance represents the amount that is not restricted or committed. This
indicates that resources in other government funds are, at a minimum, intended to be
used for the purpose of that fund

Fund Balance (Committed): Includes amounts that can be used only for the specific
purposes determined by a formal action by the Town Commission. Commitments may
be changed or lifted only by the Town Commission taking the same formal action that
imposed the constraint originally.

Fund Balance (Non-Spendable): Includes amounts that are not in a spendable form

or are required to be maintained intact.
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Fund Balance (Restricted): Includes amounts that can be spent only for the specific
purposes stipulated by external resources providers, constitutionally or through enabling
legislation. Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

Fund Balance (Unassigned): Is the residual classification for the general fund and
includes all amounts not contained in the other fund balance classifications.
Unassigned amounts are technically available for any purpose.

GAAP: This acronym stands for: Generally Accepted Accounting Principles. It is a set
of uniform minimum standards for financial accounting and recording, encompassing
the conventions, rules, and procedures that define accepted accounting principles.

General Obligation (G.0.) Bond -- This type of bond is backed by the full faith, credit
and taxing power of the government

Goal: A statement of broad direction, purpose or intent based on the needs of the
community. A goal is general and timeless.

Grants: A contribution by a government or other organization to support a particular
function. Grants may be classified as either operational or capital, depending upon the
grantee.

Growth Rate: A term related to millage growth under Amendment 1. This item is
defined as the "adjustment for growth in per capita Florida income.”

Indirect Cost: A cost necessary for the functioning of the organization as a whole, but
which cannot be directly assigned to one service.

Infrastructure: The physical assets of a government system as a whole (e.g., streets,
water, sewer, public buildings and parks).

Interfund Transfers: The movement of monies between funds of the same
governmental entity.

Intergovernmental Revenue: Funds received from federal, state and other local
government sources in the form of grants, shared revenues, and payments in lieu of
taxes.

Levy: To impose taxes for the support of government activities.

Line-item Budget: A budget prepared along departmental lines that focuses on what is
to be bought, presents each purchase with a separate code, appropriates by each
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individual line and generally does not allow for budgetary transfers without new
authorization.

Long-term Debt: Debt with a maturity of more than one year after the date of
issuance.

Market Valuation: This represents the amount that an asset may sell for on the open
market. Market Valuations have a correlation to assessed valuation (as one changes,
so does the other) but is generally higher. Assessed valuation (the lower amount
established by the Property Appraiser) is reduced by exemptions (Save-our-Homes,
Homestead, and others) to arrive at the Taxable Valuation.

Millage (Mill): The property tax rate which is based on the valuation of property. One
mill is equivalent to one dollar of taxes for each $1,000 of taxable property valuation.

Object of Expenditure: An expenditure classification, referring to the lowest and most
detailed level of classification, such as electricity, office supplies, asphalt, and furniture.

Objective: Something to be accomplished in specific, well-defined, and measurable
terms and that is achievable within a specific time frame.

Obligations: Responsibilities, including financial, which a government may be legally
required to meet out of its resources.

Operating Expenses: 1) The cost for personnel, materials and equipment required for
a department to function or 2) the costs of operations excluding personnel and capital
purchases.

Operating Revenue: Unrestricted funds that the government receives as income to
pay for ongoing operations. It includes such items as taxes, fees from specific services,
interest earnings, and grant revenues. Operating revenues are used to pay for day-to-
day operations.

Pay-as-you-go Basis -- A term used to describe a financial policy by which capital
purchases are financed from current revenues rather than through borrowing.

Personnel Services: Expenditures for salaries, wages, and fringe benefits of a
government's employees.

Prior-year Encumbrances: Obligations from previous fiscal years in the form of
purchase orders, contracts or salary commitments which are chargeable to an
appropriation, and for which a part of the appropriation is reserved. They cease to be
encumbrances when the obligations are paid or otherwise terminated.
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Program: A group of related activities performed by one or more organizational units
for the purpose of accomplishing a function for which the government is responsible.

Program Based Budget: A method of budgeting whereby the services provided to the

residents are broken down in identifiable service programs or performance units. A unit
can be a department, a division, or a workgroup. Each program has an identifiable
service or output and objectives to effectively provide the service. The effectiveness
and efficiency of providing the service by the program is measured by performance
indicators.

Purpose: A broad statement of the goals, in terms of meeting public service needs,
that a department is organized to meet.

Reserve: An account used either to set aside budgeted revenues that are not required
for expenditure in the current budget year or to earmark revenues for a specific future
purpose.

Resolution: A special or temporary order of a legislative body; an order of a legislative
body requiring less legal formality than an ordinance or statute.

Resources: Total amounts available for appropriation including estimated revenues,
fund transfers, and unrestricted fund balances.

Revenue: Sources of income.

Revenue Bond: This type of bond is backed only by revenues, which come from a
specific enterprise or project, such as a hospital or toll road.

Rolled-back Rate: The tax rate which when applied to the current year's adjusted
taxable value, generates the same ad valorem tax revenue as the prior year.

Senate Bill 115: passed by Florida legislature and restricts local ability to raise rates
beyond the restraints of Amendment 1 by requiring that roll-back rates be established
on what the taxable valuation would have been had Amendment 1 not passed.

Service Lease: A lease under which the lessor maintains and services the asset.

Taxable Valuation: This is the amount determined by the Property Appraiser after any
discounts and/or exemptions have been applied to the assessed valuation. This
reduced figure is the one against which governments may levy a tax.

Taxes: Compulsory charges levied by a government for the purpose of financing
services performed for the common benefit of the people. This term does not include
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specific charges made against particular persons or property for current or permanent
benefit, such as special assessments or permitting fees.

Temporary Positions: An employee who fills a temporary or short-term position.
Such employees provide contingency staffing for government operations during peak

workloads, or to address temporary staffing needs. Temporary employees are paid on
a per-hour basis, and do not receive benefits.

TRIM: This acronym stands for Truth in millage (Section 200.065, Florida Statute). It is
often associated with the TRIM notice (or preliminary tax bill) which arrives prior to the
final determination of taxation rates.

Unencumbered Balance: The amount of an appropriation that is neither expended
nor encumbered. It is essentially the amount of money still available for future
purposes.

User Charges: The payment of a fee for direct receipt of a public service by the party
who benefits from the service.

Utility Taxes: Municipal charges on consumers of various utilities such as electricity,
gas, water, telecommunications.

Zero-Based Budgeting: a budget process which assumes that the base budget for
operations is zero and requires justification for all expenditure funding requests.
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