












BUDGET GLOSSARY 
 

 
 

BUDGET TERMS 
 
 
Accrual Basis of Accounting.  Method of 
accounting that recognizes the financial effect of 
transactions, events, and interfund activities when 
they occur, regardless of the timing of related cash 
flows. 
 
Activities.  Specific services performed in 
accomplishing program objectives and goals. 
 
Appropriation.  An authorization made by the 
Council that permits the City to incur obligations and 
to make expenditures of resources. 
 
Assessed Valuation.  A value established for real 
property for use as a basis in levying property taxes.  
In California, assessed value is established by the 
County for the secured and unsecured property tax 
rolls while the utility property tax roll is valued by the 
State Board of Equalization.  Under Article XIII of the 
State Constitution (Proposition 13 adopted by the 
voters on June 6, 1978), properties are assessed at 
100% of full value and property taxes for general 
purposes cannot exceed 1% of assessed value.  
This law rolled back values for fiscal 1979 to fiscal 
1976 levels and limits increases to a maximum of 
2% per year.  However, increases to full value are 
allowed for property improvements or upon change 
in ownership.  Personal property is subject to annual 
reappraisal.   
 
Audit.  Prepared by an independent certified public 
account (CPA).  An audit’s primary objective is to 
determine if the City’s financial statements fairly 
present the City’s financial position and results of 
operations in conformity with generally accepted 
accounting principles.  In conjunction with 
performing an audit, independent auditors normally 
issue a Management Letter stating the adequacy of 
the City’s internal controls as well as recommending 
improvements to the City’s financial management 
practices. 
 
Balanced Budget.  A balanced budget in the 
general fund requires operating revenues to fully 
cover operating expenditures, including debt service 
except reserves can be used to fund capital 

improvement plan projects, or other “one-time” non-
recurring expenditures. 
 
A balanced budget for all other governmental funds 
requires that resources including available individual 
fund balances, fully cover operating expenditures. 
 
A balanced budget in the enterprise funds requires 
that there are enough revenues to pay operating 
expenses exclusive of depreciation and debt 
service. 
 
Bond.  A form of borrowing (debt financing) which 
reflects a written promise from the City to repay a 
sum of money on a specific date at a specified 
interest rate.  Bonds are used to finance large 
capital projects such us improvements to the City’s 
water and sewer infrastructure. 
 
Budget.  A financial plan for a specified period of 
time that matches projected revenues and planned 
expenditures to municipal services, goals and 
objectives.  The Town of Hillsborough uses a budget 
establishing management policies, goals and 
objectives for the year and presenting projections for 
the next 2 subsequent years. 
  
Budget Amendment.  Pursuant to the Town’s 
budget and fiscal policies, the Council may amend 
or supplement the budget at any time after it is 
adopted by majority vote of the members.  The City 
Manager may make administrative adjustments to 
the budget as long as those changes will not have a 
significant policy impact nor affect budgeted year-
end fund balances. 
 
Budget Message.  Included in the Introduction 
Section of the budget document, it provides the 
Council and the public with a general summary of 
the most important aspects of the budget, changes 
from previous fiscal years, and the views and 
recommendations of the City Manager. 
 
Budget and Fiscal Policies.  General and specific 
guidelines adopted by the Council that govern 
budget preparation and administration. 
 
Capital or Debt Financing.  Borrowing funds for 
capital improvements needed today and pledging 
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future revenues to repay principal and interest 
expenditures (See Debt Service).  The City uses 
debt financing only for one-time capital 
improvements whose life exceed the term of 
financing and where expected revenues are 
sufficient to cover long-term debt. 
 
Capital Improvement Plan (CIP).  A rolling multiple-
year plan for maintaining or replacing existing public 
facilities and assets, and for building or acquiring 
new ones.  THE CIP only includes projects that cost 
$10,000 or more;  capital projects costing less than 
$10,000 are included in the operating budget. 
 
Capital Projects Fund.  This fund is used to 
account for financial resources used in acquiring, 
building or renovating major capital facilities other 
than those financed by Proprietary Funds.  (See 
Fund) 
 
Cash Basis of Accounting.  Basis of accounting 
that recognizes transactions or events when related 
cash amounts are received or disbursed. 
 
Certificates of Participation.  Form of lease-
purchase financing used to construct or acquire 
capital facilities and equipment. 
 
City Goals.  Provides policy guidance and direction 
for the objectives to be accomplished during a 
budget period. 
 
Consumer Price Index (CPI).  A measure of 
inflation in area of consumer products. 
 
Cost-reimbursement Basis.  Setting of charges so 
that costs are systematically recovered on a break-
even basis over time. 
 
Coverage Ratio.  Ratio of pledged revenues to 
related debt service payments. 
 
Debt Service.  Payments of principal and interest on 
bonds and other debt instruments according to a 
predetermined schedule. 
 
Department.  A major organizational unit of the City 
that has been assigned overall management 
responsibility for an operation or a group of related 
operations within a functional area. 
 

Education Revenue Augmentation Fund (ERAF) 
– a fund established in 1992, to redirect property tax 
revenues from cities, counties and special districts in 
the State of California to public education program 
with the purpose of reducing the State’s General 
Fund obligations. 
 
Enterprise Funds.  This fund type is used to 
account for operations that are:  (a) financed and 
operated in a manner similar to private sector 
enterprises and it is the City’s intent that the costs 
(including depreciation) of providing goods or 
services to the general public be financed or 
recovered primarily through user charges; or (b) the 
City or an outside grantor agency has determined 
that a periodic determination of revenues earned, 
expenses, and net income is appropriate for capital 
maintenance, public policy, management control, 
accountability, or other purposes.  The City has 
established enterprise funds for its water and sewer 
operations.  (See Fund) 
 
Expenditure.  The outflow of funds paid or to be 
paid for an asset, goods or services regardless of 
when the invoice is actually paid.  This term applies 
to all funds. 
 
Expenditure Savings.  Under the City’s budgeting 
procedures, staffing cost projections are based on 
all positions being filled throughout the year.  Cost 
projections for major supply purchases and service 
contracts are projected on a similar basis.  However, 
costs may be less, due to vacancies and purchase 
cost-savings.  Past experience indicates that actual 
expenditures are likely to be less than budgeted 
amounts, due in large part to this costing 
methodology.  
 
Fiscal Year.  The beginning and ending period for 
recording financial transactions.  The City’s fiscal 
year covers the period from July 1 to June 30. 
 
Fixed Assets.  Assets of long-term nature such as 
land, buildings, machinery furniture and other 
equipment.  The City has defined such assets as 
those with an expected life in excess of one year 
and an acquisition cost in excess of $2,000. 
 
Fund.  Fiscal and accounting entity with a self-
balancing set of accounts that are segregated for the 
purpose of carrying on specific activities or attaining 
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certain objectives in accordance with special 
regulations, restrictions or limitations.  The five 
general fund types used by the City are:  General 
Fund, Special Revenue, Capital Project, Internal 
Service and Enterprise Funds. 
 
Fund Balance.  Fund balance is the excess of a 
fund’s assets over its liabilities in a governmental 
fund while Net Assets is the equity associated with 
the general government’s assets and liabilities. 
 
Function.  Group of related activities aimed at 
accomplishing a major service or regulatory program 
for which a government is responsible.  The five 
functions in the City’s budget are:  Public Safety, 
Public Utilities, Transportation, Community 
Development and General Government. 
 
General Fund.  The primary operating fund of the 
City, all revenues that are not allocated by law or 
contractual agreement to a specific fund are 
accounted for in the General Fund.  Except for 
subvention or grant revenues restricted for specific 
uses, General Fund resources can be utilized for 
any legitimate governmental purpose.  (See Fund) 
 
Generally Accepted Accounting Principles 
(GAAP).  Conventions, rules, and procedures that 
serve as the norm for the fair presentation of 
financial statements. 
   
Goal.  A statement of broad direction, purpose or 
intent. 
 
Governmental Accounting Standards Board 
(GASB).  Ultimate authoritative accounting and 
financial reporting standard-setting body for state 
and local governments. 
 
Governmental Funds.  Funds generally used to 
account for tax-supported activities.  The City has 
three governmental funds:  the general fund, special 
revenue funds and the capital projects fund. 
 
Infrastructure.  Long-lived capital assets that 
normally are stationary in nature and normally can 
be preserved for a significantly greater number of 
years than most capital assets.  Examples of 
infrastructure assets include roads, bridges, tunnels, 
drainage systems and water and sewer systems. 
 

Interfund Transfers.  Flows of assets (such as cash 
or goods) between funds without equivalent flows of 
assets in return and without a requirement for 
repayment. 
 
Internal Control.  Integrated set of policies and 
procedures designed to assist management to 
achieve its goals and objectives.  A government’s 
internal control framework must (a) provide a 
favorable control environment, (b) provide for the 
continuing assessment of risk, (c) provide for the 
design, implementation, and maintenance of 
effective control-related policies and procedures, (d) 
provide for the effective communication of 
information, and (e) provide for the ongoing 
monitoring of the effectiveness of control-related 
policies and procedures as well as the resolution of 
potential problems identified by controls. 
 
Internal Service Fund.  This fund is used to report 
any activity that provides goods or services to other 
funds and departments.  The City uses this fund to 
account for activities related to maintaining and 
replacing facilities and equipments and payment of 
certain services utilized by all the other funds and 
departments. 
 
Legal Level of Budgetary Control.  Level at which 
the city’s management may not reallocate resources 
without special approval from the City Council. 
 
Line-Item Budget.  A budget that lists detailed 
expenditure categories (Salaries, Postage, Utilities, 
Travel, etc.) separately, along with the amount 
budgeted for each specified category.  The City 
presents a program budget in the main budget 
document as well as a detail line-item budget in the 
Appendix for use of the departments.  The line-item 
budget is maintained and recorded for financial 
reporting and control purposes. 
 
Modified Accrual Basis of Accounting.  Basis of 
accounting used in conjunction with the current 
financial resources measurement focus that modifies 
the accrual basis of accounting in two important 
ways 1) revenues are not recognized until they are 
measurable and available, and 2) expenditures are 
recognized in the period in which governments in 
general normally liquidate the related liability rather 
than when that liability is first incurred (if earlier). 
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Objective.  A statement of specific direction, 
purpose, or intent based on the needs of the 
community and the goals established for a specific 
program. 
 
Operating Budget.   The portion of the budget that 
pertains to daily operations and delivery of basic 
governmental services.  
 
Other Post Employment Benefits (OPEB).  Post 
employment benefits other than pension benefits.  
Other post employment benefits include healthcare 
benefits and all post employment benefits provided 
separately from a pension plan, excluding benefits 
defined as termination offers and benefits.   
 
Reserve.  An account used to indicate that a portion 
of the fund balance is legally restricted for a specific 
purpose and is, therefore, not available for general 
appropriation. 
 
Special Revenue Funds.  This fund type is used to 
account for the proceeds from specific revenue 
sources (other than major capital projects) that are 
legally restricted to expenditures for specific 
purposes.  (See fund) 
 
Subventions.  Revenues collected by the State (or 
other level of government) that are allocated to the 
City on a formula basis.  The major subventions 
received by the City from the State of California 
include motor vehicle in-lieu and gasoline taxes. 
 
Working Capital.  Also known as financial position 
in private sector accounting and in enterprise fund 
accounting in the public sector, working capital is the 
excess of current assets over current liabilities. 
 
 
OTHER COMMONLY USED ACRONYMS 
 
ABAG Association of Bay Area Governments 
ARRA American Recovery and Reinvestment  
 Act of 2009 
ADRB  Architecture and Design Review Board 
CAFR  Comprehensive Annual Financial Report 
CCAG City/County Association of Governments 
CCF One Hundred Cubic Feet 
CDO Cease and Desist Order 
CEC California Energy Commission 

CSMFO California Society of Municipal Finance 
Officers 

EIR  Environmental Impact Report 
EMT Emergency Medical Technicians 
FEMA Federal Emergency Management 

Agency 
GIS Geographic Information System  
GFOA Government Finance Officers 

Association 
JPA Joint Power Authority 
LIBOR London Inter Bank Offering Rate 
MD Metro Division 
OSHA Occupational Safety and Health 

Administration 
PCI Pavement Condition Index 
PMP Pavement Management Program 
SBWMA South Bay Waste Management 

Authority  
SCADA Supervisory Control and Data 

Acquisition 
SEP Supplemental Environmental Project 
SFPUC San Francisco Public Utilities 

Commission 
SFPUC San Francisco Public Utilities 

Commission 
SFWD San Francisco Water Department 
SRF State Revolving Fund 
SSMP Sewer System Master Plan 
SSO Sanitary Sewer Overflow 
UAAL Unfunded Actuarial Accrued Liability 
UL Unfunded Liability 
VLF Vehicle License Fee 
VOIP Voice-Over Internet Protocol 
 
 
 
 




