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GLOSSARY OF ACCOUNTING TERMS

The following explanations of terms are presented to aid in understanding the
terminology generally used in governmental accounting, auditing, financial reporting and
budgeting.

ABATEMENT. A complete or partial cancellation of a levy imposed by a government.
Abatements usually apply to tax levies, special assessments, and service charges.

ACCOUNTABILITY. The state of being obliged to explain one’s actions, to justify what
one does. Accountability requires governments to answer to the citizenry — to justify the
raising of public resources and the purposes for which they are used.  Governmental
accountability is based on the belief that the citizenry has a “right to know,” a right to
receive openly declared facts that may lead to public debate by the citizens and their
elected representatives. See FISCAL ACCOUNTABILITY, FINANCIAL
ACCOUNTABILITY, OPERATIONAL ACCOUNTABILITY.

ACCOUNT. A record of a type of monetary transaction maintained in a ledger. Also
sometimes referred to as “object” (for example, objects of expenditures or revenues).
See OBJECT.

ACCOUNT NUMBER. See CODING.

ACCOUNTING PERIOD. See FISCAL PERIOD.

ACCOUNTING PRINCIPLES BOARD (APB).  Authoritative private-sector standard-
setting body that preceded the FASB.  The APB issued guidance in the form of opinions.

ACCOUNTING PROCEDURES. All processes which discover, record, classify, and
summarize financial information to produce financial reports and to provide internal
control.

ACCOUNTING STANDARDS EXECUTIVE COMMITTEE (AcSEC). An AICPA
committee that is authorized to issue Practice Bulletins.  A Practice Bulletin specifically
targeted to state and local governments and cleared by GASB would enjoy “level 2”
status on the hierarchy of authoritative sources of GAAP.

ACCOUNTING SYSTEM. The methods and records established to identify, assemble,
analyze, classify, record and report a government’s transactions and to maintain
accountability for the related assets and liabilities.

ACCOUNTS PAYABLE. A short-term liability account reflecting amounts owed to private
persons or organizations for goods and services received by a government (but not
including amounts due to other funds of the same government).

ACCOUNTS RECEIVABLE. An asset account reflecting amounts due from private
persons or organizations for goods and services furnished by a government (but not
including amounts due from other funds or other governments).

ACCRETED VALUE. A valuation basis for certain investments and debt instruments that
reports on the balance sheet only that portion of their face value that reflects principal
and interest accrued to date.

ACCRUAL BASIS. The basis of accounting under which transactions are recognized
when they occur, regardless of the timing of related cash flows.
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ACCRUED EXPENSES. Expenses incurred but not paid.

ACCRUED INTEREST PAYABLE. A liability account reflecting interest costs incurred
but not due until a later date.

ACCRUED REVENUE. Revenues earned but not received.  See MODIFIED ACCRUAL
BASIS.

ACCRUED TAXES PAYABLE. A liability account reflecting taxes incurred but not due
until a later date.

ACCRUED SALARIES AND WAGES PAYABLE. A liability account reflecting salaries
and wages earned by employees but not due until a later date.

ACCUMULATED DEPRECIATION. A contra-asset account to report the accumulation of
periodic credits made to reflect the expiration of the estimated service life of capital
assets.

ACQUISITION COSTS. A term used in connection with public-entity risk pools.  Costs
that vary with and are primarily related to the acquisition of new and renewal contracts.
Commissions and other costs that are primarily related to contracts issued or renewed
during the period in which the costs are incurred are considered to be acquisition costs.

AcSEC. See ACCOUNTING STANDARDS EXECUTIVE COMMITTEE.

ACTIVITY. A specific and distinguishable service performed by one or more
organizational components of a government for the purpose of accomplishing a function
for which the government is responsible. For example, “food inspection” is an activity
performed in the discharge of the “health” function. See SUBACTIVITY.

ACTIVITY CLASSIFICATION. Expenditure classification according to the specific lines of
work performed by organization units. For example, “sewage treatment and disposal,”
“garbage collection,” “garbage disposal,” and “street cleaning” are activities performed in
carrying out the function of “sanitation.” The segregation of the expenditures made for
each of these activities constitutes an activity classification.

ACTUARIAL ACCRUED LIABILITY. A term used in connection with defined benefit
pension plans.  That portion, as determined by a particular actuarial cost method, of the
actuarial present value of pension plan benefits and expenses which is not provided for
by future normal costs.

ACTUARIAL ASSUMPTIONS. A term used in connection with defined benefit pension
plans.  Assumptions as to the occurrence of future events affecting pension costs, such
as: mortality, withdrawal, disablement and retirement; changes in compensation and
government-provided pension benefits; rates of investment earnings and asset
appreciation or depreciation; procedures used to determine the actuarial value of assets;
characteristics of future entrants for open group actuarial cost methods; and other
relevant items.
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ACTUARIAL BASIS. A basis used in computing the amount of contributions to be made
periodically to a fund or account so that the total contributions plus the compounded
earnings thereon will equal the required payments to be made out of the fund. The
factors taken into account in arriving at the amount of these contributions include the
length of time over which each contribution is to be held and the rate of return
compounded on such contribution over its life. A Pension Trust Fund for a public
employee retirement system is an example of a fund used to account for a defined
benefit pension plan concerned with actuarial basis data.

ACTUARIAL COST METHOD. A term used in connection with defined benefit pension
plans.  A procedure for determining the actuarial present value of pension plan benefits
and expenses and for developing an actuarially equivalent allocation of such value to
time periods, usually in the form of a normal cost and an actuarial accrued liability.

ACTUARIAL SECTION. One of five sections of a comprehensive annual financial report
of a public employee retirement system.  The contents of this section typically include the
actuary’s certification letter, a summary of actuarial assumptions and methods, a
schedule of active member valuation data, a schedule of retirants and beneficiaries
added to and removed from rolls, a solvency test, an analysis of financial experience, an
independent actuarial review opinion (if available), and a discussion of changes in plan
provisions (if the plan has been amended).

ACTUARIAL VALUE OF ASSETS. A term used in connection with defined benefit
pension plans.  The value of cash, investments, and other property belonging to a
pension plan, as used by the actuary for the purpose of an actuarial valuation.  The
actuarial value of assets, which may represent an average value over time, normally
differs from the amount reported in the financial statements, which is a point-in-time
measure (i.e., as of the date of the statement of net assets).

ADDITIONS. A term used to describe increases in the net assets of fiduciary funds.

ADOPTED BUDGET. The budget document formally approved by the board of
supervisors after the required public hearings and deliberations on the proposed budget.
See FINAL BUDGET.

AD VALOREM TAX. A tax based on value (e.g., a property tax).

ADVANCE FROM ___________ FUND. A liability account used to record noncurrent
portions of a long-term debt owed by one fund to another fund within the same reporting
entity. See DUE FROM ___________ FUND INTERFUND RECEIVABLE/PAYABLE.

ADVANCE REFUNDING.  A transaction in which new debt is issued to provide monies to
pay interest on old, outstanding debt as it becomes due, and to pay the principal on the
old debt either as it matures or at an earlier call date.  An advance refunding occurs
before the maturity or call date of the old debt, and the proceeds of the new debt are
invested until the maturity or call date of the old debt.  Most advance refunding results in
defeasance of debt. [SGAS 7]

ADVANCE TO ___________ FUND. An asset account used to record noncurrent
portions of a long-term loan  from one fund to another fund within the same reporting
entity. See DUE  TO ___________ FUND  INTERFUND RECEIVABLE/PAYABLE.
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ADVERSE OPINION. An opinion stating the auditor’s view that the financial statements
do not present fairly the financial position, results of operations, or changes in financial
position, in conformity with generally accepted accounting principles.

AGENCY FUND. One of four fiduciary funds.  Agency funds are used to account for
resources held by the reporting government in a purely custodial capacity (assets equal
liabilities).  Agency funds typically involve only the receipt, temporary investment, and
remittance of fiduciary resources to individuals, private organizations, or other
governments.  See FIDUCIARY FUNDS.

AGENT MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN. An aggregation
of single-employer plans, with pooled administrative and investment functions.  Separate
accounts are maintained for each employer so that the employer’s contributions provide
benefits only for the employees of that employer.  A separate actuarial valuation is
performed for each individual employer’s plan to determine the employer’s periodic
contribution rate and other information for the individual plan, based on the benefit
formula selected by the employer and the individual plan’s proportionate share of the
pooled assets.

AGGREGATE ACTUARIAL COST METHOD. A term used in connection with defined
benefit pension plans.  A method under which the excess of the actuarial present value of
projected benefits of the group included in an actuarial valuation over the actuarial value
of assets is allocated on a level basis over the earnings or service of the group between
the valuation date and assumed exit.  This allocation is performed for the group as a
whole, not as a sum of individual allocations.  That portion of the actuarial present value
allocated to a valuation year is called the normal cost.  The actuarial accrued liability is
equal to the actuarial value of assets.

ALLOCATE. To divide a lump-sum appropriation into parts which are designated for
expenditure by specific organization units and/or for specific purposes, activities, or
objects.  See ALLOCATION.

ALLOCATED CLAIMS ADJUSTMENT EXPENSES. A term used in connection with risk
financing activities.  Expenses associated directly with specific claims paid or in the
process of settlement, such as legal and adjusters’ fees.

ALLOCATION. A part of a lump-sum appropriation which is designated for expenditure
by specific organization units and/or for special purposes, activities, or objects. See
ALLOCATE.

ALLOT. To divide a budgetary appropriation into amounts that may be encumbered or
expended during an allotment period (e.g., a government may choose to allot its annual
budget to 12 monthly periods). See ALLOTMENT and ALLOTMENT PERIOD.

ALLOTMENT. A part of an appropriation that may be encumbered or expended during a
given period. See ALLOT and ALLOTMENT PERIOD.

ALLOTMENT LEDGER. A subsidiary ledger which contains an account for each
allotment showing the amount allotted, expenditures for the allotment period, outstanding
encumbrances, and net balance. See APPROPRIATION LEDGER.

ALLOTMENT PERIOD. A period of time during which an allotment is effective. Monthly
and quarterly allotments are most common. See ALLOT and ALLOTMENT.
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ALLOWANCE FOR UNCOLLECTIBLES. A contra-asset valuation account used to
indicate the portion of a receivable not expected to be collected.

AMORTIZATION. (1) The portion of the cost of a limited-life or intangible asset charged
as an expense during a particular period. (2) The reduction of debt by regular payments
of principal and interest sufficient to retire the debt by maturity.

AMORTIZATION SCHEDULE. A schedule of debt service payments separating the
portions of payments attributable to principal and interest.

ANALYTICAL REVIEW. The process of attempting to determine the reasonableness of
financial data by comparing their behavior with other financial and nonfinancial data.

ANNUAL BUDGET. A budget applicable to a single fiscal year. See BUDGET and
OPERATING BUDGET.

ANNUAL COVERED PAYROLL. A term used in connection with defined benefit pension
plans.  All elements included in annual compensation paid to active employees on which
contributions to a pension plan are based.

ANNUAL FINANCIAL REPORT. A financial report applicable to a single fiscal year.

ANNUAL OPERATING BUDGET. See OPERATING BUDGET.

ANNUAL REQUIRED CONTRIBUTION (ARC). A term used in connection with defined
benefit pension plans.  The employer’s mandated contribution for the year, calculated in
accordance with certain parameters.  The parameters include requirements for the
frequency and timing of actuarial methods and assumptions that are acceptable for
financial reporting.

ANNUITIES PAYABLE. A liability account reflecting the amount of annuities due and
payable to retired employees in a public employee retirement system.

ANNUITY. A series of equal payments made or received at equal intervals over a
designated period of time.

ANNUITY, AMOUNT OF. The total amount of money accumulated or paid during an
annuity period from an annuity and compound interest at a designated rate.

ANNUITY BONDS. See SERIAL BONDS.

ANNUITY PERIOD. The designated length of time during which annuity payments are to
occur.

APB. See ACCOUNTING PRINCIPLES BOARD.

APPORTIONMENT. See ALLOTMENT.

APPRAISAL. See APPRAISE.

APPRAISE. To estimate the value, particularly the value of property. If the property is
valued for purposes of taxation, the narrower term “assess” is substituted.
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APPROPRIATED BUDGET. The expenditure authority created by the appropriation bills
or ordinances, which are signed into law, and the related estimated revenues. The
appropriated budget would include all reserves, transfers, allocations, supplemental
appropriations, and other legally authorized legislative and executive changes.

APPROPRIATION. A legal authorization granted by a legislative body to make
expenditures and to incur obligations for specific purposes. An appropriation is usually
limited in amount and time it may be expended. See CONTINUING APPROPRIATION
and INDETERMINATE APPROPRIATION.

APPROPRIATION ACCOUNT. A budgetary account set up to record spending
authorizations for specific purposes. The account is credited with the original
appropriation and any supplemental appropriations and is charged with expenditures and
encumbrances.

APPROPRIATION BALANCE. See UNALLOCATED BALANCE OF APPROPRIATION,
UNENCUMBERED ALLOTMENT, UNENCUMBERED APPROPRIATION,
UNEXPENDED ALLOTMENT, and UNEXPENDED APPROPRIATION.

APPROPRIATION BILL, ORDINANCE, RESOLUTION, or ORDER. A bill, ordinance,
resolution, or order through which appropriations are given legal effect.

APPROPRIATION EXPENDITURE. An expenditure chargeable to an appropriation.
Since virtually all expenditures of governments are chargeable to appropriations, the term
expenditures by itself is widely and properly used.

APPROPRIATION EXPENDITURE LEDGER. See APPROPRIATION LEDGER.

APPROPRIATION FOR CONTINGENCIES. A budgetary provision representing that
portion of the financing requirements set aside to meet unforeseen expenditure
requirements.

APPROPRIATION LEDGER. A subsidiary ledger containing an account for each
appropriation. Each account usually includes the amount originally appropriated,
transfers to or from the appropriation, amounts charged against the appropriation, the
available balance and other related information. See ALLOTMENT LEDGER.

ARBITRAGE. Classically, the simultaneous purchase and sale of the same or an
equivalent security in order to profit from price discrepancies. In government finance, the
most common occurrence of arbitrage involves the investment of the proceeds from the
sale of tax-exempt securities in a taxable money market instrument that yields a higher
rate, resulting in interest revenue in excess of interest costs.

ASSESS. To establish an official property value for taxation. See APPRAISE.

ASSESSED VALUATION. A valuation set upon real estate or other property by a
government as a basis for levying taxes.

ASSESSMENT. (1) The process of making the official valuation of property for taxation.
(2) The valuation placed upon property as a result of this process. See SPECIAL
ASSESSMENT.
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ASSESSMENT ROLL. With real property, the official list containing the legal description
of each parcel of property and its assessed valuation. The name and address of the last
known owner usually  are listed. With personal property, the assessment roll is the official
list containing the name and address of the owner, a description of the personal property
and its assessed value.

ASSET. A probable future economic benefit obtained or controlled by a particular entity
as a result of past transactions or events.

ASSET ALLOCATION. A term used in connection with pension plans.  The process of
determining which types of investments are to be included and the percentages that they
are to comprise in an overall investment portfolio.

ATTAINED AGE ACTUARIAL COST METHOD. A term used in connection with defined
benefit pension plans.  A method under which the excess of the actuarial present value of
projected benefits over the actuarial accrued liability in respect to each individual included
in an actuarial valuation is allocated on a level basis over the earnings or service of the
individual between the valuation date and assumed exit.  The portion of this actuarial
present value that is allocated to a valuation year is called the normal cost.  The actuarial
accrued liability is determined using the unit credit actuarial cost method.

AUDIT. A methodical examination of utilization of resources. It concludes in a written
report of its findings. An audit is a test of management’s accounting system to determine
the extent to which internal accounting controls are both available and being used.  See
INTERNAL AUDITING, INDEPENDENT AUDIT, FINANCIAL AUDIT, PROGRAM
COMPLIANCE AUDIT, SINGLE AUDIT, PERFORMANCE AUDITING, PRE-AUDIT, and
POST-AUDIT.

AUDIT COMMITTEE. A group of individuals, selected by the governing body, having
specific responsibility for addressing all issues related to audits of the entity. Ideally, audit
committees form a direct communication link between the auditor and the governing
body; therefore, the majority of the committee’s members normally would be expected
not to have management responsibilities within the entity under audit.

AUDIT FINDING. In the context of a financial audit, a weakness in internal controls or an
instance of noncompliance with applicable laws and regulations that is presented in the
audit report in conformity with GAGAS. A typical audit finding is composed of a statement
of the condition (i.e., weakness or instance of noncompliance) and the criterion or criteria
used to define it, an explanation of the cause of the condition, a discussion of its results,
and recommendations for improvement. Findings ordinarily are presented together with a
response from management, which states management’s concurrence or non-
concurrence with each finding and its plan for corrective action.

AUDIT GUIDES. A series of AICPA publications that enjoy “level 2” status on the
hierarchy of authoritative sources of GAAP.

AUDIT MANAGEMENT. The process used to procure auditing services (See AUDIT
PROCUREMENT), to monitor the performance of the auditor, and to ensure the
satisfactory resolution of issues raised by the audit.

AUDIT PROCUREMENT. The process used to obtain auditing services from independent
public accountants.

AUDIT PROGRAM. A detailed outline of work to be done and procedures to be followed
in any given audit.
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AUDITOR’S REPORT. In the context of a financial audit, a statement by the auditor
describing the scope of the audit and the auditing standards applied in the examination,
and setting forth the auditor’s opinion on the fairness of presentation of the financial
information in conformity with GAAP or some other comprehensive basis of accounting.

AUDIT RESOLUTION. The process whereby corrective action is planned, implemented
and monitored to remedy weaknesses discovered and reported in conjunction with an
audit.

AUDIT SCOPE. In the context of a financial  statement audit, the coverage provided by
the independent auditor’s opinion on the financial statements.

AUDITED CLAIMS PAYABLE. See ACCOUNTS PAYABLE.

AUDITOR. See INTERNAL AUDITOR and INDEPENDENT AUDITOR.

AUDITOR-CONTROLLER. If the office of the controller is established by the county, the
county auditor is the ex-officio controller, charged with the additional duties of auditing
and statistical and financial reporting. See COUNTY AUDITOR.

AUDITOR ROTATION. Policy that a government periodically change the independent
auditor of its financial statements.

AUDITOR’S OPINION. An expression in the audit report of the auditor’s position on
whether the financial information of the entity is presented fairly, in all material respects,
in conformity with generally accepted accounting principles (or with other specified
accounting principles applicable to the auditee).

AUDITOR’S REPORT ON INTERNAL CONTROLS AND COMPLIANCE OVER
FINANCIAL REPORTING. Report issued in conjunction with a financial audit performed
in accordance with GAGAS.  In this report, the independent auditor reports on internal
control weaknesses and instances of noncompliance discovered in connection with the
financial audit, but does not offer an opinion on internal controls or compliance.

AUTHORITY. A government or public agency created to perform a single function or a
restricted group of related activities. Usually, such units are financed from service
charges, fees, and tolls, but in some instances they also have taxing powers. An authority
may be completely independent of other governments or partially dependent upon other
governments for its financing or the exercise of certain powers. See SPECIAL DISTRICT.

AVAILABLE FINANCING. In governmental fund types, the sum of the components
which are available to meet the financing requirements for the accounting period
involved. It includes unreserved/undesignated fund balance, decreases in reserves and
designations, revenues, other financing sources, and transfers in. This is a conventional
term and should not be used in the financial statement presentation.

AVAILABLE FUND BALANCE. That portion of the governmental type fund equity which
is available for financing the budget requirements for the accounting period involved. This
is a conventional term, which is synonymous with the accepted term “fund balance
unreserved/undesignated,” and should not be used in the financial statement
presentation.
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AVAILABILITY CRITERION.  Principal of the modified accrual basis of accounting,
according to which revenues may be recognized only when they are collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period.

AVAILABILITY PERIOD.  A specified period immediately following the close of the fiscal
year, by the end of which cash must be collected for related revenue to be recognized in
accordance with the availability criterion of modified accrual accounting.

BALANCE SHEET. The financial statement disclosing the assets, liabilities and equity of
an entity at a specified date in conformity with GAAP.

BANK BALANCE. In the context of GASB Statement No. 3, Deposits With Financial
Institutions, Investments (Including Repurchase Agreements), and Reverse Repurchase
Agreements, the amount credited by a financial institution to the government’s account as
opposed to the government’s own ledger balance for the account (e.g., if checks have
been written against an account but have not yet cleared the bank, the ledger balance
would be lower than the bank balance).

BANK HOLDING COMPANY.  A company that controls one or more banks and may own
subsidiaries with operations closely related to banking.  When branch banking was
severely limited, bank holding company statutes allowed banking systems to develop by
permitting common ownership of several banks.  Generally, the Bank Holding Company
Act provides that a holding company has control over a bank if it owns, controls, or holds
25 percent or more of the voting stock of the bank.

BANK INVESTMENT CONTRACTS.  A separate account at a financial institution that
functions like a guaranteed investment contract.

BANKER’S ACCEPTANCES. Short-term, non-interest-bearing notes sold at a discount
and redeemed by the accepting banks at maturity for face value. Banker’s acceptances
generally are created based on a letter of credit issued in a foreign trade transaction.

BANKING POOLS. One of four different types of public-entity risk pools.  An
arrangement by which monies are made available for pool members in the event of loss
on a loan basis.

BASIC FINANCIAL STATEMENTS (BFS).  The minimum combination of financial
statements and note disclosures required for fair presentation in conformity with GAAP.

BASIS DIFFERENCES. Differences that arise through the employment of a basis of
accounting for budgetary purposes that differs from the basis of accounting prescribed by
GAAP for a given fund type.

BASIS OF ACCOUNTING. A term used to refer to when revenues, expenditures,
expenses, and transfers — and the related assets and liabilities—are recognized in the
accounts and reported in the financial statements. Specifically, it relates to the timing of
the measurements made, regardless of the nature of the measurement, on either the
modified accrual or the accrual basis.

BETTERMENT. An addition made to, or a change made in, a capital asset, other than
maintenance, to prolong its life or to increase its efficiency. The cost of the addition or
change is added to the book value of the asset. The term is sometimes applied to
sidewalks, sewers, and highways, but it is preferable to designate these as
“improvements.”



ACCOUNTING STANDARDS AND PROCEDURES

C.12

BFS.  See BASIC FINANCIAL STATEMENTS.  

BILL. A term used to denote a law or statute passed by certain legislative bodies. A bill
has greater legal formality and standing than a resolution. See APPROPRIATION BILL,
ORDINANCE, RESOLUTION, ORDER.

BLENDING. The method of reporting the financial data of a component unit that presents
the component unit’s balances and transactions in a manner similar to the presentation of
the balances and transactions of the primary government.

BLUE BOOK. A term commonly used to designate the Government Finance Officers
Association’s publication, Governmental Accounting, Auditing, and Financial Reporting.

BOND. A written promise to pay a specified sum of money, called the face value or
principal amount, at a specified date or dates in the future, called the maturity date(s),
together with periodic interest at a specified rate. Sometimes, however, all or a
substantial portion of the interest is included in the face value of the security. See DEEP-
DISCOUNT DEBT and ZERO-COUPON DEBT. The difference between a note and a
bond is that the latter is issued for a longer period and requires greater legal formality.
See GENERAL OBLIGATION BONDS PAYABLE, REVENUE BONDS PAYABLE, and
SURETY BOND.

BOND ANTICIPATION NOTES. Short-term interest-bearing notes issued by a
government in anticipation of bonds to be issued at a later date. The notes are retired
from proceeds of the bond issue to which they are related. See INTERIM BORROWING.

BOND COVENANT. A legally enforceable promise made by an issuer of bonds to the
bondholders, normally contained in the bond resolution or indenture (e.g., pledged
revenues).

BOND DISCOUNT. The difference between the present value and the face amount of
bonds when the former is less than the latter. In common usage, the term also often
includes issuance costs withheld from the bond proceeds by the underwriter.

BOND INDENTURE. A formal agreement, also called a deed of trust, between an issuer
of bonds and the bondholder.

BOND ORDINANCE OR RESOLUTION. An ordinance or resolution authorizing a bond
issue.

BOND PREMIUM. The difference between the present value and the face amount of
bonds when the former is greater than the latter.

BONDED DEBT. That portion of indebtedness represented by outstanding bonds. See
also GROSS BONDED DEBT and NET BONDED DEBT.

BONDS AUTHORIZED AND UNISSUED. Bonds that have been legally authorized but
not issued and that can be issued and sold without further authorization.

BONDS ISSUED. Bonds sold by the government.

BONDS PAYABLE. Generally, the face value of bonds issued and unpaid. In the case of
deep-discount and zero-coupon bonds, however, only the accreted value of the security
is reported as bonds payable on the balance sheet.
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BOOK ENTRY SYSTEM. A system that eliminates the need to physically transfer bearer-
form paper or to register securities by using a central depository facility.

BOOKS OF ORIGINAL ENTRY. The record in which the various transactions are
formally recorded for the first time (e.g., cash journal, check register, or general journal).
With automated bookkeeping methods, one transaction may be recorded simultaneously
in several records, one of which may be regarded as the book of original entry.
Memorandum books, check stubs, files of duplicate sales invoices, etc., on which first or
prior business notations may have been made, are not books of original entry in the
accepted meaning of the term, unless they are also used as the media for direct posting
to the ledgers.

BOOK VALUE. Value as shown by books of account. In the case of assets which are
subject to reduction by valuation allowances, “book value” refers to cost or stated value
less the appropriate allowance. Sometimes a distinction is made between “gross book
value” and “net book value,” the former designating value before deduction of related
allowances and the latter the value after their deduction. In the absence of any modifiers,
however, the term “book value” is understood to be synonymous with “net book value.”

BUDGET. A plan of financial operation embodying an estimate of proposed expenditures
for a given period and the proposed means of financing them. Used without any modifier,
the term usually indicates a financial plan for a single fiscal year. The term “budget” is
used in two senses in practice. Sometimes it designates the financial plan presented to
the board of supervisors for adoption and sometimes the plan finally approved by that
body. See ANNUAL BUDGET, CAPITAL BUDGET, CAPITAL PROGRAM, LONG-TERM
BUDGET, OPERATNG BUDGET, PERFORMANCE BUDGET, PROGRAM BUDGET
and TRADITIONAL BUDGET.

BUDGET DOCUMENT. (1) The instrument used by the budget-making authority to
present a comprehensive financial program to the appropriating body. The budget
document usually consists of three parts. The first part contains a message from the
budget-making authority, together with a summary of the proposed expenditures and the
means of financing them. The second consists of schedules supporting the summary.
These schedules show in detail past years’ actual revenues, expenditures, and other
data used in making the estimates. The third part is composed of drafts of the
appropriation, revenue, and borrowing measures necessary to put the budget into effect.
(2) The instrument used to present the plan of financial operations of the county and of
the special district whose affairs and finances are under the supervision and control of
the board of supervisors.

BUDGET-GAAP BASIS DIFFERENCES. Differences arising from the use of a basis of
accounting for budgetary purposes that differs from the basis of accounting applicable to
the fund type when reporting on operations in conformity with GAAP. For example, a
cash-basis budget would produce a budget-GAAP basis difference.

BUDGET-GAAP DIFFERENCES. Differences between the GAAP reporting model and a
government’s budgetary practices.

BUDGET-GAAP ENTITY DIFFERENCES. Differences arising from the inclusion or
exclusion in the budget of organizations, programs, activities and functions that may or
may not be compatible with the criteria defining the government reporting entity.
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BUDGET-GAAP PERSPECTIVE DIFFERENCES. Differences that result when the
structure of financial information for budgetary purposes is not compatible with the fund
structure prescribed by GAAP (i.e., some governments budget on the basis of
organizational or program structures that differ from the funds used for financial reporting
purposes).

BUDGET-GAAP TIMING DIFFERENCES. Variations such as continuing appropriations,
project appropriations, automatic reappropriations, and biennial budgeting that separate
budgetary accounting from GAAP.

BUDGET MESSAGE. A general discussion of the proposed budget as presented in
writing by the budget-making authority to the legislative body. The budget message
should contain an explanation of the principal budget items, an outline of the
government’s experience during the past period and its financial status at the time of the
message, and recommendations regarding the financial policy for the coming period.

BUDGET TABULATION. The budget document which serves as the basis for the board
of supervisors’ deliberations in approving the proposed budget.

BUDGET UNIT. That classification of the budget expenditure requirements into
appropriately identified accounting or organizational units deemed necessary or desirable
for control of the financial operation.

BUDGETARY ACCOUNTS. In governmental fund types, accounts which integrate the
budgeted operations and condition into the general ledger of the fund.

BUDGETARY BASIS OF ACCOUNTING. The method used to determine when
revenues and expenditures are recognized for budgetary purposes.

BUDGETARY COMPARISONS. Statements or schedules presenting comparisons
between approved budgetary amounts (as amended) and actual results of operations on
the budgetary basis.

BUDGETARY CONTROL. The control or management of a government or enterprise in
accordance with an approved budget to keep expenditures within the limitations of
available appropriations and available revenues.

BUDGETARY GUIDELINES. Recommendations on budgeting issued by the National
Advisory Council on State and Local Budgeting (NACSLB).  The NACSLB’s budgetary
guidelines are chiefly of interest to accountants because of the emphasis they place on
performance measurement in the context of the budgetary process.

BUDGETARY INTEGRATION. The management control technique by which the annual
operating budget is recorded in the general ledger through the use of budgetary
accounts.  Budgetary integration is intended to facilitate control over revenues and
expenditures during the year.

BUDGETARY JOURNAL ENTRIES. Journal entries involving budgetary accounts.
Budgetary journal entries arise in connection with budgetary integration.
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BUDGETARY REPORTING. The requirement to present budget-to-actual comparisons
in connection with financial reporting.  Budgetary reporting is required in connection with
the basic financial statements for both the general fund and individual major special
revenue funds with legally adopted annual budgets.  Budgetary reporting also is required
within the comprehensive annual financial report to demonstrate compliance at the legal
level of control for all governmental funds with legally adopted annual budgets.

BUILDINGS AND IMPROVEMENTS. A capital asset account reflecting the acquisition
cost of permanent structures owned or held by a government, and improvements
thereon.

BUSINESS-TYPE ACTIVITIES. Those activities of a government carried out primarily to
provide specific services in exchange for a specific user charge.

CAFR. See COMPREHENSIVE ANNUAL FINANCIAL REPORT.

CALLABLE BOND. A type of bond with a feature that permits the issuer to pay the
obligation before the stated maturity date by giving notice of redemption in a manner
specified in the bond contract.

CAP. See COMMITTEE ON ACCOUNTING PROCEDURE.

CAPITAL AND RELATED FINANCING ACTIVITIES. A term used in connection with
cash flows reporting.  Capital and related financing activities include: (a) acquiring and
disposing of capital assets used in providing services or producing goods, (b) borrowing
money for acquiring, constructing, or improving capital assets and repaying the amounts
borrowed, including interest, and (c) paying for capital assets obtained from vendors on
credit.

CAPITAL ASSETS. Long-lived tangible assets obtained or controlled as a result of past
transactions, events or circumstances. Capital assets include buildings, equipment,
improvements other than buildings, infrastructure, and land. In the private sector, these
assets are referred to most often as property, plant and equipment.

CAPITAL BUDGET. A plan of proposed capital outlays and the means of financing them.
See CAPITAL PROGRAM.

CAPITAL EXPENDITURES. Expenditures resulting in the acquisition of or addition to the
government’s general capital assets.

CAPITAL GRANTS. Grants restricted by the grantor for the acquisition and/or
construction of capital assets. See OPERATING GRANTS.

CAPITAL IMPROVEMENT PROGRAM. See CAPITAL PROGRAM.

CAPITAL IMPROVEMENT SPECIAL ASSESSMENTS. Special assessment projects
that are capital in nature and enhance the utility, accessibility, or aesthetic value of the
affected properties. Usually, the projects also provide improvements or additions to a
government’s general capital assets. Typical special assessment capital improvements
are streets, sidewalks, parking facilities, and curbs and gutters. Sometimes the
improvements provide capital assets that become an integral part of a government’s
enterprise activities (e.g., water or sewer main construction).

CAPITAL LEASE. An agreement that conveys the right to use property, plant or
equipment, usually for a stated period of time, that meets one or more of the criteria set
forth in SFAS No. 13 for lease capitalization.
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CAPITAL OUTLAYS. See CAPITAL EXPENDITURES.

CAPITAL PROGRAM. A plan for capital expenditures to be incurred each year over a
fixed period of years to meet capital needs arising from the long-term work program or
other capital needs. It sets forth each project or other contemplated expenditure in which
the government is to have a part and specifies the resources estimated to be available to
finance the projected expenditures.

CAPITAL PROJECTS FUND. A fund created to account for financial resources to be
used for the acquisition or construction of major capital facilities (other than those
financed by proprietary funds and trust funds).

CAPITALIZATION CONTRIBUTION. A term used in connection with public-entity risk
pools.  A contribution to meet initial or ongoing capital minimums established by statute,
regulation, or the pooling agreement itself.  Capitalization contributions generally take the
form of cash.

CAPITALIZATION POLICY. The criteria used by a government to determine which
outlays should be reported as capital assets.

CAPITALIZATION THRESHOLD. The dollar value at which a government elects to
capitalize tangible or intangible assets that are used in operations and that have initial
useful lives extending beyond a single reporting period.  See CAPITALIZATION POLICY.

CAPPING. A term used in connection with municipal solid-waste landfills (MSWLF).  The
cost of final cover expected to be applied near or after the date that the MSWLF stops
accepting solid waste.

CARRYING AMOUNT. The amount at which assets and liabilities are reported in the
financial statements. Carrying amount also is known as book value. See BOOK VALUE.

CASH. An asset account reflecting currency, coin, checks, postal and express money
orders, and bankers’ drafts on hand or on deposit with an official or agent designated as
custodian of cash and bank deposits. Cash also includes deposits in other kinds of
accounts or cash management pools that have the general characteristics of demand
deposit accounts.  All cash must be accounted for as a part of the fund to which it
belongs. Any restrictions or limitations as to its availability must be indicated in the
records and statements. It is not necessary, however, to have a separate bank account
for each fund unless required by law.

CASH BASIS. A basis of accounting under which transactions are recognized only when
cash is received or disbursed.

CASH DISCOUNT. An allowance received or given if payment of an account is
completed within a stated period of time.

CASH EQUIVALENT. A term used in connection with cash flows reporting.  Short-term,
highly liquid investments that are both (a) readily convertible to known amounts of cash
and (b) so near their maturity that they present insignificant risk of changes in value
because of changes in interest rates.  Generally, only investments with original maturities
of three months or less meet this definition.  For this purpose, “original maturity” means
the original maturity to the entity holding the investment.
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CASH-FLOW UNDERWRITING. The practice of an insurance enterprise depending on
investment income rather than on positive underwriting results to achieve a profit.

CASH WITH FISCAL AGENT. An asset account reflecting deposits with fiscal agents,
such as commercial banks, for the payment of long-term debt principal and interest.

CEDED PREMIUMS/CLAIMS COSTS. Terms used in connection with public-entity risk
pools.  Ceded premiums are those transferred to another enterprise in connection with a
reinsurance arrangement.  Ceded claims costs are those transferred to another
enterprise through reinsurance.

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING
PROGRAM. A voluntary program administered by GFOA to encourage governments to
publish efficiently organized and easily readable CAFRs/CUFRs and to provide peer
recognition and technical assistance to the finance officers preparing them.

CERTIFICATES OF PARTICIPATION (COP). Certificates issued for the financing of
capital assets. COPs represent undivided interests in the rental payments under a tax-
exempt lease.

CERTIFIED PUBLIC ACCOUNTANT (CPA). An accountant who has met all the
statutory and licensing requirements of a given state for use of that designation. All U.S.
states require accountants, at a minimum, to complete successfully a uniform national
examination before being allowed to designate themselves as CPAs.

CHARACTER CLASSIFICATION. Expenditure classification according to the time
periods expenditures are presumed to benefit. The four character groupings are:  (1)
current operating expenditures, presumed to benefit the current fiscal period; (2) debt
service, presumed to benefit prior fiscal periods as well as current and future fiscal
periods; (3) capital outlays, presumed to benefit the current and future fiscal periods, and
(4) intergovernmental, where one government transfers resources to another.

CHECK. A bill of exchange drawn on a bank and payable on demand; a written order on
a bank to pay on demand a specified sum of money to a named person, to his or her
order, or to the bearer out of money on deposit to the credit of the maker. A check differs
from a warrant in that the latter is not necessarily payable on demand and may not be
negotiable. It differs from a voucher in that the latter is not an order to pay. A voucher-
check combines the distinguishing characteristics of a voucher and a check; it shows the
propriety of a payment and is an order to pay.

CLAIM. (1) Potential losses that can rise from (a) employment (e.g., workers’
compensation and unemployment), (b) contractual actions (e.g., delays or inadequate
specifications), (c) actions of government personnel (e.g., medical malpractice, damage
to privately owned vehicles by government-owned vehicles, improper police arrest), and
(d) governmental properties (e.g., personal injuries, property damage). (2) In the context
of insurance, a demand for payment of a policy benefit because of the occurrence of an
insured event, such as the destruction or damage of property and related deaths or
injuries.

CLAIMS-MADE POLICY. A term used in connection with public-entity risk pools.  A type
of policy that covers losses from claims asserted (reported or filed) against the
policyholder during the policy period, regardless of whether the liability-imposing events
occurred during the current or any previous period in which the policyholder was insured
under the claims-made contract or other specified period before the policy period (the
policy retroactive date).
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CLAIMS-SERVICING POOL. One of four different types of public-entity risk pools.  An
arrangement by which a pool manages separate accounts for each pool member from
which the losses of that member are paid.  Also referred to as an “account pool.”

CLASSIFIED PRESENTATION. The separate presentation on the statement of position
of the current and long-term portions of assets and liabilities.

CLOSED AMORTIZATION PERIOD. A term used in connection with the unfunded
actuarial accrued liability associated with defined benefit pension plans.  A specific
number of years that is counted from one date and, therefore, declines to zero with the
passage of time.  For example, if the amortization period is initially 30 years on a closed
basis, 29 years remain after the first year, 28 years after the second year, and so forth.

CLOSED-END MUTUAL FUND. An SEC-registered investment company that issues a
limited number of shares to investors that are then traded as an equity security on a stock
exchange.

CODE. See CODING.

CODING. A system of numbering or otherwise designating accounts, entries, invoices,
vouchers, etc., in such a manner that the symbol used reveals quickly certain required
information. To illustrate the coding of accounts, numbers in the 400 range could be used
for expenditures, numbers between 420 and 430 for expenditures within the public safety
function, and the number 421 for expenditures incurred in connection with the police
activity classification. Within the police activity classification, the number 421.5 could be
used for support services, and the number 421.51 for communications support services.
Accordingly, an expenditure for police radios would be classified as 421.51 (i.e.,
expenditures for communications services, within support services, within the police
activity classification, within the public safety function).

COLLATERAL. Assets pledged to secure deposits, investments or loans.

COLLATERAL POOL. As applied to single financial institutions, a group of securities
pledged by a single financial institution against all the public deposits it holds. A multiple
financial institution collateral pool is a group of securities pledged by various financial
institutions to provide common collateral for their deposits of public funds. In such a
collateral pool, the assets of the pool and the power to make additional assessments
against the members of the pool, if necessary, ensure that there will be no loss of public
funds because of the default of a member.

COLLECTOR’S ROLL. See TAX ROLL.

COMBINATION BOND. A bond issued by a government that is payable from the
revenues of a governmental enterprise but that is also backed by the full faith and credit
of the government.

COMBINING FINANCIAL STATEMENTS. Financial statements that report separate
columns for individual funds or component units.  Combining financial statements
normally are required in a comprehensive annual financial report to support each column
in the basic financial statements that aggregates information from more than one fund or
component unit.
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COMMERCIAL PAPER. An unsecured promissory note issued primarily by corporations
for a specific amount and maturing on a specific day. The maximum maturity for
commercial paper is 270 days, but most is sold with maturities of up to 30 days. The
credit risk of almost all commercial paper is rated by a rating service.

COMMITMENTS. In the context of note disclosure, contingent obligations at the balance
sheet date, arising from the terms of executory contracts.

COMMITTEE ON ACCOUNTING PROCEDURE (CAP). Authoritative private-sector
standard-setting body that preceded the Accounting Principles Board and the FASB.  The
CAP issued guidance in the form of Accounting Research Bulletins.

COMMODITIES PROGRAMS. The distribution of surplus agricultural products as a form
of assistance.

COMPARABILITY. The principle according to which differences between financial
reports should be due to substantive differences in the underlying transactions or the
governmental structure rather than the selection of different alternatives in accounting
procedures or practices.

COMPARATIVE DATA. Information from prior fiscal periods provided to enhance the
analysis of financial data of the current fiscal period.

COMPARATIVE FINANCIAL STATEMENTS. Financial statements providing all of the
information required by GAAP for two or more fiscal periods.

COMPENSATED ABSENCES. Absences, such as vacation, illness and holidays, for
which it is expected employees will be paid. The term does not encompass severance or
termination pay, postretirement benefits, deferred compensation, or other long-term
fringe benefits, such as group insurance and long-term disability pay.

COMPLIANCE AUDITING. Auditing for compliance with applicable laws and regulations.
Tests of compliance with laws and regulations are substantive tests; therefore, the term
“compliance auditing” should not be confused with the similar term “compliance testing,”
which usually refers to testing for compliance with internal control procedures.

COMPLIANCE SUPPLEMENT. A term used in connection with single audits.  A
publication of the U.S. Office of Management and Budget outlining compliance
requirements for federal awards programs.  The publication is designed to assist
independent auditors performing single audits.

COMPONENT UNIT. A separate governmental unit, agency, or non-profit corporation
that is combined with other component units to constitute the reporting entity in
conformity with GAAP.

COMPONENT UNIT FINANCIAL REPORT (CUFR). A report covering all funds of a
component unit.

COMPONENT UNIT FINANCIAL STATEMENTS. Financial statements of a component
unit that may be issued separately from the component unit financial report.   

COMPOSITE DEPRECIATION METHODS. Depreciation methods applied to groups of
assets rather than to individual assets.
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COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR).  A financial report that
encompasses all funds and component units of the government.  The CAFR should
contain: (a) the basis financial statements and required supplementary information, (b)
combining statements to support columns in the basis financial statements that
aggregate information from more than one fund or component unit, and (c) individual fund
statements as needed. The CAFR is the government unit’s official annual report and also
should contain introductory information schedules necessary to demonstrate compliance
with finance-related legal and contractual provisions and statistical data.  The CAFR of a
public employee retirement system or an investment pool also should provide information
on investments.  Likewise, the CAFR of a public employee retirement system should
provide actuarial information.

COMPREHENSIVE FRAMEWORK OF INTERNAL CONTROLS. A structure of internal
controls that provides for: (a) a favorable control environment, (b) the continuing
assessment of risk, (c) the design, implementation, and maintenance of effective control-
related policies and procedures, (d) the effective communication of information, and (e)
the ongoing monitoring of the effectiveness of control-related policies and procedures as
well as the resolution of potential problems identified by controls.

CONDENSED FINANCIAL STATEMENTS. Abbreviated financial statements sometimes
required by GAAP to be presented within the notes to the financial statements in
connection with component units, external investment pools, and segments.  In addition,
GAAP prescribes the presentation of condensed financial information for the prior fiscal
year as part of management’s discussion and analysis.

CONDUIT DEBT. Certain limited-obligation revenue bonds, certificates of participation, or
similar debt instruments issued by a state or local governmental entity for the express
purpose of providing capital financing for a specific third party that is not a part of the
issuer’s financial reporting entity.  Although conduit debt obligations bear the name of the
governmental issuer, the issuer has no obligation for such debt beyond the resources
provided by a lease or loan with the third party on whose behalf they are issued.

CONNECTION FEES. Fees charged to join or to extend an existing utility system. Often
referred to as TAP FEES or SYSTEM DEVELOPMENT FEES.

CONSISTENCY. The principle that, once an accounting principle or reporting method is
adopted, it will be used for all similar transactions and events.  The concept of
consistency in financial reporting extends to many areas, such as valuation methods,
basis of accounting, and determination of the financial reporting entity.

CONSTRUCTION CONTRACTS PAYABLE. A liability account reflecting amounts due
on contracts for construction of buildings and other improvements.

CONSTRUCTION IN PROGRESS. A capital asset account reflecting the cost of
construction work for projects not yet completed.

CONSUMPTION METHOD. The method under which inventories are recorded as
expenditures/expenses when used. See PURCHASES METHOD.

CONTINGENCY APPROPRIATION. See APPROPRIATION FOR CONTINGENCIES.
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CONTINGENT LIABILITIES. Items which may become liabilities as a result of conditions
undetermined at a given date, such as guarantees, pending law suits, judgments under
appeal, unsettled disputed claims, unfilled purchase orders, and uncompleted contracts.
Contingent liabilities should be disclosed within the financial statements (including the
notes) when there is a reasonable possibility that a loss may have been incurred.
Guarantees, however, should be disclosed even though the possibility of loss may be
remote.

CONTINUING APPROPRIATION. An appropriation that, once established, is
automatically renewed without further legislative action, period after period, until altered
or revoked. The term should not be confused with INDETERMINATE APPROPRIATION.

CONTRACTS PAYABLE. A liability account reflecting amounts due on contracts of
goods or services furnished to a government. Amounts withheld as guarantees on
contracts should be classified separately in an account entitled “Retainage Payable.” See
ACCOUNTS PAYABLE.

CONTROL ACCOUNT. An account in the general ledger where there is recorded the
aggregate of debit and credit postings to a number of related accounts called subsidiary
accounts. For example, Taxes Receivable is a control account supported by the
aggregate of individual balances in individual property taxpayers’ subsidiary accounts.
See GENERAL LEDGER and SUBSIDIARY ACCOUNT.

CONTROL CYCLE. A term used in connection with the evaluation of internal controls.  A
series of logically connected transactions/processes and associated control-related
policies and procedures.

CONTROLLER. See AUDITOR-CONTROLLER.

CORRECTIVE ACTION PLAN. A plan that state and local officials are required to submit
to appropriate federal officials under the Single Audit Act. The plan details how material
noncompliance or weaknesses found in the audit will be eliminated or why corrective
action is not necessary.

COST. The amount of money or other consideration exchanged for property or services.

COST ACCOUNTING. The method of accounting that provides for the assembling and
recording of all the elements of cost incurred to accomplish a purpose, to carry on an
activity or operation, or to complete a unit of work or a specific job.

COST LEDGER. A subsidiary record wherein each project, job production center,
process, operation, product, or service is given a separate account to which all items
entering into its cost are posted in the required detail. Such accounts should be arranged
and kept so that the results shown in them may be reconciled with and verified by a
control account or accounts in the general books.

COST OF REPLACEMENT. See REPLACEMENT COST.

COST OF REPRODUCTION. See REPRODUCTION COST.

COST RECORDS. All ledgers, supporting records, schedules, reports, invoices,
vouchers, and other records and documents reflecting the cost of projects, jobs,
production centers, processes, operations, products, or services, or the cost of any of the
component parts thereof.
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COST REIMBURSEMENT BASIS. A term used in connection with internal service funds.
The setting of charges so that costs are systematically recovered on a break-even basis
over time.

COST-SHARING MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN. A
single plan with pooling (cost-sharing) arrangements for the participating employers.  All
risks, rewards, and costs, including benefit costs, are shared and are not attributed
individually to the employers.  A single actuarial valuation covers all plan members and
the same contribution rate(s) applies for each employer.

COST UNIT. A term used in cost accounting to designate the unit of product or service
whose cost is computed. These units are selected for the purpose of comparing the
actual cost with a standard cost or with actual costs of units produced under different
circumstances or at different places and times. See UNIT COST and WORK UNIT.

COUNTERPARTY. A term used in connection with custodial credit risk.  Another part to a
transaction.  In the case of deposits and investments made by governmental entities, a
counterparty could be the issuer of a security, a financial institution holding a deposit, a
broker-dealer selling securities, or a third party holding securities or collateral.

COUNTY AUDITOR. In counties, a statutory office charged with being the county’s chief
accounting officer, and with performing various fiscal duties, including the receipt and
disbursement of money by the county treasurer, settlement of payment due the county,
etc. See AUDITOR-CONTROLLER.

COUNTY TREASURER. In counties, a statutory office charged with the receipt, custody,
and payment of money in the county treasury.

COUPON RATE. The interest rate specified on interest coupons attached to a bond. The
term “nominal interest rate” is also used in this sense.

COVENANT. See BOND COVENANT.

COVERAGE. The ratio of pledged revenues to related debt service for a given year. See
NET REVENUES AVAILABLE FOR DEBT SERVICE.

CROSSOVER REFUNDING. A type of advance refunding in which the escrow
established with the proceeds of the refunding bonds only begins to secure repayment of
the refunded debt at some designated future time, known as the “crossover date.”

CURRENT. As applied to budgeting and accounting, the operations of the present fiscal
period, as opposed to past or future periods. It usually connotes items likely to be used
up or converted into cash within one year.

CURRENT ASSETS. Those assets which are available or can be made readily available
to finance current operations or to pay current liabilities. Those assets which will be used
up or converted into cash within one year. Some examples are cash, temporary
investments, and taxes receivable that will be collected within one year.

CURRENT COSTS. A term used in connection with municipal solid-waste landfills.  The
amount that would be paid if all equipment, facilities, and services included in the
estimate of closure and postclosure care costs were acquired during the current period.

CURRENT LIABILITIES. Liabilities which are payable within one year.
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CURRENT REFUNDING. A refunding transaction in which the proceeds of the refunding
debt are applied immediately to redeem the debt to be refunded.  This situation differs
from an advance refunding, where the proceeds of the refunding bonds are placed in
escrow pending the call date or maturity of the debt to be refunded.

CURRENT RESOURCES. Resources to which recourse can be had to meet current
obligations and expenditures. Examples are current assets, estimated revenues of a
particular period not yet realized, transfers from other funds authorized but not received,
and, in the case of certain funds, bonds authorized and unissued.

CURRENT TAXES. Taxes levied and becoming due within one year.

CUSTODIAL AGREEMENT. A written contract establishing the responsibilities of a
custodian who holds collateral for deposits with financial institutions, investment
securities, or securities underlying repurchase agreements.

CUSTODIAL CREDIT RISK. The risk that a government will not be able (a) to recover
deposits if the depository financial institution fails or (b) to recover the value of investment
or collateral securities that are in the possession of an outside party if the counterparty to
the investment or deposit transaction fails.

CUSTOMER DEPOSITS. A liability account used in an Enterprise Fund to reflect
deposits made by customers as a prerequisite to receiving services and/or goods
provided by the fund.

DATA PROCESSING. (Information Systems) (1) The preparation and handling of
information and data from source media through prescribed procedures to obtain such
end results as classification, problem solution, summarization, and reports. (2)
Preparation and handling of financial information wholly or partially by mechanical or
electronic means. See ELECTRONIC DATA PROCESSING (EDP).

DEBT. An obligation resulting from the borrowing of money or from the purchase of
goods and services. Debts of governments include bonds, time warrants, and notes. See
ACCOUNTS PAYABLE, BOND, NOTE PAYABLE, TIME WARRANT, LONG-TERM
DEBT, GENERAL LONG-TERM.

DEBT EXTINGUISHMENTS. See ADVANCE REFUNDING BONDS, DEFEASANCE, IN-
SUBSTANCE DEFEASANCE.

DEBT LIMIT. The maximum amount of outstanding gross or net debt legally permitted.

DEBT PROCEEDS. The difference between the face amount of debt and the issuance
discount or the sum of the face amount and the issuance premium. Debt proceeds differ
from cash receipts to the extent issuance costs, such as underwriters’ fees, are withheld
by the underwriter.

DEBT RATIOS. Comparative statistics illustrating the relation between the issuer’s
outstanding debt and such factors as its tax base, income or population. These ratios
often are used as part of the process of determining the credit rating of an issue,
especially with general obligation bonds.

DEBT SERVICE FUND. A fund established to account for the accumulation of resources
for, and the payment of, general long-term debt principal and interest. Sometimes
referred to as a SINKING FUND.
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DEBT SERVICE FUND REQUIREMENTS. The resources which must be provided for a
Debt Service Fund so that all principal and interest payments can be made in full and on
schedule.

DEBT SERVICE REQUIREMENTS. The amount of money required to pay interest on
outstanding debt, serial maturities of principal for serial bonds, and required contributions
to accumulate monies for future retirement of term bonds.

DEDUCTION. A term used in connection with fiduciary funds. A decrease in the net
assets of a fiduciary fund.

DEEP-DISCOUNT DEBT. Debt issued with a stated interest rate significantly less than
the effective interest rate (e.g., less than 75 percent of the effective interest rate).

DEFEASANCE. The legal release of a debtor from being the primary obligor under the
debt, either by the courts or by the creditor. Also referred to as a legal defeasance. See
IN-SUBSTANCE DEFEASANCE.

DEFERRED CHARGES. Expenditures which are not chargeable to the fiscal period in
which they are made but are carried on the asset side of the balance sheet, pending
amortization or other disposition (e.g., bond issuance costs). Deferred charges differ from
prepaid items in that they usually extend over a long period of time (more than five years)
and are not regularly recurring costs of operation. See PREPAID ITEMS.

DEFERRED COMPENSATION PLANS. Plans that offer employees the opportunity to
defer receipt of a portion of their salary and the related liability for federal income taxes.
Several sections of the Internal Revenue Code authorize certain state and local
governments to provide deferred compensation plans for their employees.

DEFERRED CREDITS. Credit balances or items which will be spread over following
accounting periods, either as additions to revenue or as reductions of expenses.
Examples are taxes collected in advance and premiums on bonds issued.

DEFERRED MAINTENANCE. The act of not performing (deferring) maintenance at the
time it should have been, or was scheduled to be, performed. Maintenance in this context
means more than routine preventive maintenance and repairs. It includes replacement of
parts, periodic road resurfacing and other activities needed to maintain the capital asset
at its originally contemplated serviceability for its originally estimated life.

DEFERRED REVENUE. Amounts for which asset recognition criteria have been met, but
for which revenue recognition criteria have not been met. Under the modified accrual
basis of accounting, amounts that are measurable but not available are one example of
deferred revenue.

DEFICIENCY. A general term indicating the amount by which anything falls short of some
requirement or expectation. The term should not be used without qualification.

DEFICIT. (1) The excess of the liabilities of a fund over its assets. (2) The excess of
expenditures over revenues during an accounting period; or, in the case of proprietary
funds, the excess of expenses over revenues during an accounting period.

DEFINED BENEFIT PENSION PLAN. A pension plan having terms that specify the
amount of pension benefits to be provided at a future date or after a certain period of
time; the amount specified usually is a function of one or more factors, such as age,
years of service, and compensation.
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DEFINED CONTRIBUTION PENSION PLAN. A pension plan having terms that specify
how contributions to a plan member’s account are to be determined, rather than the
amount of retirement income the member is to receive.  The amounts received by a
member will depend only on the amount contributed to the member’s account, earnings
on investments of those contributions, and forfeitures of contributions made for other
members that may be allocated to the member’s account.

DELINQUENT SPECIAL ASSESSMENTS. Special assessments remaining unpaid on
and after the date to which a penalty for nonpayment is attached.

DELINQUENT TAXES. Taxes remaining unpaid on and after the date a penalty for
nonpayment is attached. Even though the penalty may be subsequently waived and a
portion of the taxes may be abated or canceled, the unpaid balances continue to be
delinquent taxes until abated, cancelled, paid or converted into tax liens.

DEMAND BONDS. Long-term debt issuances with demand (“put”) provisions that require
the issuer to repurchase the bonds upon notice from the bondholder at a price equal to
the principal plus accrued interest. To ensure their ability to redeem the bonds, issuers of
demand bonds frequently enter into short-term standby liquidity agreements and long-
term “takeout” agreements.

DEPLETION. The allocation of the cost of wasting assets (e.g., timber, oil, coal) to the
periods benefited by their use.

DEPOSITS. In the context of required note disclosures, cash and near cash items placed
on account with a financial institution or fiscal agent. Some deposits (e.g., checking
accounts) are subject to withdrawal upon demand without notice or penalty (demand
deposits) and others (e.g., certificates of deposit) can be withdrawn without penalty only
upon completion of a fixed period (time deposits).

DEPOSITORY INSURANCE. Insurance on deposits with financial institutions. FDIC,
FSLIC and some state governments provide this insurance.

DEPOSIT WARRANT. A financial document prepared by a designated accounting or
finance officer authorizing the treasurer of a government to accept for deposit sums of
money collected by various departments and agencies of the government. See
WARRANT.

DEPRECIATION. (1) Expiration in the service life of capital assets, other than wasting
assets, attributable to wear and tear, deterioration, action of the physical elements,
inadequacy and obsolescence. (2) The portion of the cost of a capital asset, other than a
wasting asset, charged as an expense during a particular period. In accounting for
depreciation, the cost of a capital asset, less any salvage value, is prorated over the
estimated service life of such an asset, and each period is charged with a portion of such
cost. Through this process, the entire cost of the asset is ultimately charged off as an
expense.

DEPRECIATION SCHEDULE. A schedule listing the annual allocation of the cost of
capital assets to future periods, using one of the depreciation methods acceptable under
GAAP.

DERIVATIVE. A contract whose value depends on, or derives from, the value of an
underlying asset, reference rate, or index.  The term also is applied to similar
transactions, such as structured financial instruments (for example, mortgage-backed
securities).
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DERIVED TAX REVENUES. Nonexchange revenues that result from assessments
imposed on exchange transactions (for example, income taxes, sales taxes, and other
assessments on earnings or consumption).

DESIGNATION. For governmental fund types, a segregation of a portion of the
unreserved fund balance to indicate tentative plans for financial resource utilization in a
future period, such as for general contingencies and for equipment replacement.

DEVELOPER FEES. Fees charged to developers to cover, in whole or in part, the
anticipated cost of improvements that will be necessary as a result of the development
(e.g., parks, sidewalks).

DIRECT CHARGES. See DIRECT EXPENSES.

DIRECT COSTS. See DIRECT EXPENSES.

DIRECT COSTING. A term used in connection with the valuation of capital assets.  Use
of source data (e.g., invoices) to establish the historical cost of a capital asset.

DIRECT DEBT. The debt which a government has incurred in its own name or assumed
through the annexation of territory or consolidation with another government. See
OVERLAPPING DEBT.

DIRECT EXPENSES. Expenses specifically traceable to specific goods, services, units,
programs, activities or functions. Direct expenses differ from indirect expenses in that the
latter cannot be specifically traced and so must be allocated on some systematic and
rational basis.

DIRECT LABOR. The cost of labor directly expended in the production of specific goods
or rendition of specific services.

DIRECT MATERIALS. The cost of materials which become an integral part of a specific
manufactured product or which are consumed in the performance of a specific service.

DIRECTOR OF FINANCE. An office, created by the voters, with the power and duties of
the auditor-controller, treasurer, and tax collector, and such other duties as prescribed by
the board of supervisors.

DISALLOWED COSTS. Claims for grantor resources that have been rejected by the
grantor.  Disallowed costs are to be distinguished from “questioned costs,” which are
potential disallowed costs that have not yet been rejected by the grantor.

DISCLAIMER OF OPINION. A report stating that the auditor does not express an opinion
on the financial statements. The disclaimer of opinion is appropriate when the auditor has
not performed an examination sufficient in scope to enable him to form an opinion on the
financial statements. A disclaimer of opinion should not be expressed because the
auditor believes, on the basis of the examination, that there are material departures from
GAAP. In such circumstances, an adverse opinion would be appropriate. See ADVERSE
OPINION and QUALIFIED OPINION.

DISCOUNT. In the context of bonds payable and investments, the amount by which par
value exceeds the price paid for a security. The discount generally represents the
difference between the nominal interest rate and the actual or effective rate of return to
the investor.
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DISCOUNT RATE. The rate used to adjust a series of future payments to reflect the time
value of money. For the purpose of calculating the pension benefit obligation defined by
GASB, this rate is equal to the estimated long-term rate of return on current and future
investments of the pension plan. For capitalized leases, the discount rate used by the
lessee is the lessee’s incremental borrowing rate unless the lessee is aware of the
lessor’s implicit rate and that rate is less than the lessee’s incremental borrowing rate.

DISCOUNTED PRESENT VALUE. See PRESENT VALUE.

DISCRETE PRESENTATIONS. The inclusion of a separate column for a component unit
in the applicable basic financial statements. GAAP permits discrete presentations if a
component unit has adopted accounting principles inconsistent with authoritative
governmental pronouncements but considered to be generally accepted, and if the
inclusion of the component unit would distort a fund type of the reporting entity. State
colleges and universities are often presented by means of discrete presentations.

DISCUSSION MEMORANDUM (DM). A document issued by either GASB or FASB as a
basis for written comments by respondents, leading to the issuance of one or more
GASB or FASB pronouncements. In a DM, neither GASB nor FASB attempts to reach
any conclusions about the issues and related arguments and implications presented. A
DM is not an authoritative document and should not be used to justify departures from
GAAP.

DOLLAR REPURCHASE/REVERSE REPURCHASE AGREEMENT. An agreement that
involves the transfer of securities and in which the parties agree that the securities
returned usually will be of the same issuer but will not be the same certificates. Fixed-
coupon and yield-maintenance agreements are the most common types of dollar
agreements.

DOUBLE ENTRY. A system of bookkeeping that requires, for every entry made to the
debit side of an account or accounts, an entry or entries be made in an equal amount to
the credit side of another account or accounts.

DRY PERIOD FINANCING. The cash required to cover those times when cash receipts
are insufficient to meet the cash demands.

DUE FROM ___________ FUND. An asset account used to indicate amounts owed to a
particular fund by another fund for goods sold or services rendered. This account
includes only short-term obligations on open account, not interfund loans. See ADVANCE
FROM ___________ FUND and INTERFUND RECEIVABLE/PAYABLE.

DUE FROM ___________ GOVERNMENT. An asset account reflecting amounts due to
the reporting government from another government. These amounts may represent
grants-in-aid, shared taxes, taxes collected by another unit, loans, and charges for
services rendered by a reporting unit for another government.

DUE PROCESS. The procedures followed by GASB to ensure that the views of all
interested parties are solicited and considered prior to issuing an authoritative
pronouncement.  At a minimum, due process requires that all statements and
interpretations be preceded by an exposure draft.

DUE TO FISCAL AGENT. A liability account reflecting amounts due to fiscal agents,
such as commercial banks, for servicing a government’s maturing interest and principal
payments on indebtedness.
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DUE TO ___________ FUND. A liability account reflecting amounts owed by a particular
fund to another fund for goods sold or service rendered. These amounts include only
short-term obligations on open account and not interfund loans. See ADVANCE TO
___________ FUND and INTERFUND RECEIVABLE/PAYABLE.

EARLY RECOGNITION OPTION. A term used in connection with debt service funds.
The option to recognize an expenditure in the current period in a debt service fund for
principal and interest payments due early in the subsequent period.  This option is
available only in situations involving the nondiscretionary transfer of resources to a debt
service fund in the current period for payments due shortly after the end of the fiscal year
(i.e., usually within one to several days, and never more than one month later).

EARNINGS. See INCOME and REVENUES.

ECONOMIC GAIN/LOSS. In the context of an advance refunding, the difference between
the present value of the old debt service requirements and the present value of the new
debt service requirements, discounted at the effective interest rate and adjusted for
additional cash paid.

ECONOMIC RESOURCES MEASUREMENT FOCUS. A measurement focus under
which the aim of a set of financial statements is to report all inflows, outflows, and
balances affecting or reflecting an entity’s net assets.  The economic resources
measurement focus is used for proprietary and fiduciary funds, as well as for
government-wide financial reporting.  It also is used by business enterprises and not-for-
profit organizations in the private sector.

EDP. See ELECTRONIC DATA PROCESSING.

EFFECTIVE INTEREST RATE. The rate of earnings on a bond investment, based on the
actual price paid for the bond, the coupon rate, the maturity date, and the length of time
between interest dates, in contrast with the nominal interest rate.

EFFECTIVENESS. A term used in connection with the evaluation of internal controls and
performance measurement.  The degree to which an entity, program, or procedure is
successful at achieving its goals and objectives.

EFFICIENCY. A term used in connection with the evaluation of internal controls and
performance measurement.  The degree to which an entity, program, or procedure is
successful at achieving its goals and objectives, with the least use of scarce resources.

ELECTRONIC DATA PROCESSING (EDP). Data processing by means of high-speed
electronic equipment. See DATA PROCESSING.

ELIGIBILITY REQUIREMENTS. A term used in connection with government-mandated
and voluntary nonexchange transactions.  Conditions established by the provider of
resources stipulating matters such as the qualifying characteristics of recipients, time
requirements, allowable costs, and other contingencies.

EMERGING ISSUES TASK FORCE. A group established under the auspices of an
authoritative standard-setting body and authorized to publish consensus positions on
technical issues not specifically addressed by that body. GASB has not established an
emerging issues task force, although it is empowered to do so.
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EMINENT DOMAIN. The power of a government to acquire private property for public
purposes. It is frequently used to obtain real property that cannot be purchased from
owners in a voluntary transaction. When the power of eminent domain is exercised,
owners are compensated by the government in an amount determined by the courts.

ENCUMBRANCES. Commitments related to unperformed (executory) contracts for
goods or services.  Used in budgeting, encumbrances are not GAAP expenditures or
liabilities, but represent the estimated amount of expenditures ultimately to result if
unperformed contracts in process are completed.  Encumbrances are a reservation of
fund balance.

ENDOWMENT. Funds or property that are donated with either a temporary or permanent
restriction as to the use of principal. Endowments with the stipulation that the principal
balance not be disbursed are often accounted for in permanent funds. See PERMANENT
FUND.

ENTERPRISE FUND. (1) A fund established to account for operations financed and
operated in a manner similar to private business enterprises (e.g., water, gas and electric
utilities; airports; parking garages; or transit systems). In this case the governing body
intends that the costs (i.e., expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily
through user charges. (2) A fund established because the governing body has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control accountability, or
other purposes.

ENTITLEMENT. The amount of payment to which a state or local government is entitled,
pursuant to an allocation formula contained in applicable statutes.

ENTITY.  The basic unit upon which accounting and/or financial reporting activities focus.
The basic governmental legal and accounting entity is prescribed by GAAP to be the
reporting entity for financial statement reporting purposes and it alone may issue CAFRs
and BFS.

ENTITY DIFFERENCES. A difference between the budgetary basis of accounting and
GAAP, arising because the appropriated budget either includes or excludes
organizations, programs, activities, and functions which may or may not be compatible
with the criteria defining the governmental reporting entity.

ENTRY. The record of a financial transaction in the appropriate book of account.

ENTRY AGE ACTUARIAL COST METHOD. A term used in connection with defined
benefit pension plans.  A method under which the actuarial present value of the projected
benefits of each individual included in an actuarial valuation is allocated on a level basis
over the earnings or service of the individual between entry age and assumed exit age(s).
The portion of this actuarial present value allocated to a valuation year is called the
normal cost.  The portion of this actuarial present value not provided for at a valuation
date by the actuarial present value of future normal costs is called the unfunded actuarial
accrued liability.

EQUIPMENT. See MACHINERY AND EQUIPMENT.

EQUITY ACCOUNTS. In those accounts presenting either fund balance or net assets,
the difference between assets and liabilities of the fund.
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EQUITY SECURITIES. Investments that represent an ownership interest in an
enterprise.

EQUIVALENT SINGLE AMORTIZATION PERIOD. The weighted average of all
amortization periods used when components of the total unfunded actuarial accrued
liability are separately amortized and the average is calculated in accordance with the
parameters.

ESCHEAT. The reversion of private property to a government because there is no one to
inherit or because of a breach of condition.

ESTIMATED LIFE. The expected economic useful life of an asset, from the date placed
in service to the projected retirement date.

ESTIMATED REVENUE. The amount of revenue estimated to accrue or to be collected
during a fiscal period.

ESTIMATED UNCOLLECTIBLE ACCOUNTS. See ALLOWANCE FOR
UNCOLLECTIBLES.

ESTIMATED UNCOLLECTIBLE RECEIVABLES. See ALLOWANCE FOR
UNCOLLECTIBLES.

ETHICS RULE 202. An ethics rule established by AICPA that places upon auditors the
burden of proof for justifying any material departures from the guidance found on levels
2,3, or 4 of the GAAP hierarchy.

ETHICS RULE 203. An ethics rule established by AICPA that makes it an ethical
violation for an auditor to state that financial statements are “fairly presented in conformity
with GAAP” if those statements materially violate standards issued by FASB, GASB, or
the Federal Accounting Standards Advisory Board.  A special exception applies when
unusual circumstances would make the application of an authoritative standard
misleading.

EXCHANGE TRANSACTION. A transaction in which each party receives and gives up
essentially equal values.

EXCHANGE-LIKE TRANSACTION. A transaction in which there is an identifiable
exchange between the reporting government and another party, but the values
exchanged may not be quite equal or the direct benefits of the exchange may not be
exclusively for the parties to the exchange.  Examples include certain fees for regulatory
or professional licenses and permits, certain tap fees, certain developer contributions,
certain grants and donations, and other transactions that, regardless of the label applied
to them, are based on an exchange of similar but not equal values.

EXPECTED USEFUL LIFE. See ESTIMATED LIFE.

EXPENDITURE-DRIVEN GRANTS. Government-mandated or voluntary nonexchange
transactions in which expenditure is the prime factor for determining eligibility.  Also
referred to as “reimbursement grants.”

EXPENDITURES. Decreases in net financial resources. Expenditures include current
operating expenses which require the present or future use of net current assets, debt
service and capital outlays, and intergovernmental grants, entitlements and shared
revenues.
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EXPENSES. Outflows or other using up of assets or incurrences of liabilities (or a
combination of both) from delivering or producing goods, rendering services or carrying
out other activities that constitute the entity’s ongoing major or central operations.

EXPLICIT MEASURABLE EQUITY INTEREST. A term used in connection with joint
ventures.  An asset resulting from a stipulation in the joint venture agreement that the
participants have a present or future claim to the net resources of the joint venture and
setting forth the method to determine the participants’ shares of the joint venture’s net
resources.

EXPOSURE DRAFT  (ED). A proposed statement or interpretation issued for public
comment by GASB or FASB.

EXTERNAL AUDIT. See INDEPENDENT AUDIT.

EXTERNAL AUDITOR. See INDEPENDENT AUDITOR.

EXTERNAL FINANCING SOURCES. In governmental fund types, includes revenues,
other financing sources, and transfers in. This is a conventional term and should not be
used in the financial statement presentation.

FACE VALUE. As applied to securities, the amount of the issuer’s liability stated in the
security document. See PAR VALUE.

FAIR VALUE. A term used in connection with the valuation of investments.  The amount
at which a financial instrument could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale.

FEDERAL FINANCIAL ASSISTANCE. For purposes of applying the provisions of the
Single Audit Act of 1997 and OMB Circular A-133, Audits of State and Local
Governments, assistance provided by a federal agency in the form of grants, contracts,
loans, loan guarantees, property, cooperative agreements, interest subsidies, insurance,
or direct appropriations. Federal financial assistance does not include direct federal cash
assistance to individuals.

FIDELITY BOND. A written promise to indemnify against losses from theft, defalcation,
and misappropriation of public monies by government officers and employees.

FIDUCIARY FUND. A fund used to account for assets held by a government unit in a
trustee capacity or as an agent for others and which therefore cannot be used to support
the government’s own programs.  The fiduciary fund category includes pension (and
other employee benefit) trust funds, investment trust funds, private-purpose trust funds,
and agency funds. A trustee acquires legal title to the assets entrusted, but, in the agency
relationship, title rests with the principal.

FINAL AMENDED BUDGET. A term used in connection with budgetary reporting.  The
original budget adjusted by all reserves, transfers, allocations, supplemental
appropriations, and other legally authorized legislative and executive changes applicable
to the fiscal year, whenever signed into law or otherwise legally authorized.
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FINAL BUDGET. The budget document formally approved by the board of supervisors
after the required public hearings and deliberation on the proposed budget, together with
subsequent additions, cancellations, or transfers. The final budget, is a changing
document reflecting the current status of the authorized budget at any time between its
initial adoption and year-end.  This term begins with the  “original budget” (the authorized
budget initially adopted) through and including the “final amended budget” concepts (the
authorized budget as amended at year-end).

FINANCIAL ACCOUNTABILITY. A term used in connection with the definition of the
financial reporting entity.  The level of accountability that exists if a primary government
appoints a voting majority of an organization’s governing board and either is able to
impose its will on that organization or there is a potential for the organization to provide
specific financial benefits to, or impose specific financial burdens on, the primary
government.  A primary government may also be financially accountable for
governmental organizations with a separately elected governing board, a governing
board appointed by another government, or a jointly appointed board that is fiscally
dependent on the primary government.

FINANCIAL ACCOUNTING FOUNDATION (FAF).  A not-for-profit organization
responsible for overseeing the operations of both GASB and FASB.

FINANCIAL ACCOUNTING STANDARDS ADVISORY COUNCIL (FASAC). Advisory
group that assists FASB. FASAC includes representatives of all of FASB’s major
constituents.

FINANCIAL ACCOUNTING STANDARDS BOARD (FASB). The authoritative
accounting and financial reporting standard-setting body for business enterprises and
not-for-profit organizations. FASB is the direct successor of the Committee on Accounting
Procedure and the Accounting Principles Board. GASB and its predecessors have
elected to apply a number of FASB’s standards, as well as those of its predecessors, to
state and local government.

FINANCIAL AUDIT. An audit made to determine whether the financial statements of a
government are presented fairly, in conformity with GAAP.

FINANCIAL REPORTING ENTITY. A primary government, organizations for which the
primary government is financially accountable, and other organizations for which the
nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.  However, a governmental organization other than a primary government
(such as a component unit, a joint venture, a jointly governed organization, or other
stand-alone government) serves as the nucleus for its own reporting entity when it issues
separate financial statements.

FINANCING REQUIREMENTS. In governmental fund types, the total financing needs for
the accounting period involved. This is a conventional term and should not be used in the
financial presentation.

FINANCIAL RESOURCES. Cash and other assets that, in the normal course of
operations, will become cash.
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FINANCIAL RESOURCES MEASUREMENT FOCUS. A Measurement focus according
to which the aim of a set of financial statements is to report the near-term (current)
inflows, outflows, and balances of expendable (spendable) financial resources.  The
current financial resources measurement focus is unique to accounting and financial
reporting for state and local governments and is used solely for reporting the financial
position and results of operations of governmental funds.

FINANCIAL SECTION. One of the three basic sections of a comprehensive annual
financial report.  The financial section is used to present the independent auditor’s report
on the financial statements, the basic financial statements (including the notes to the
financial statements), required supplementary information, combining statements,
individual fund statements and schedules, and supplementary information, as needed.

FINANCIAL STATEMENTS. See BASIC FINANCIAL STATEMENTS.

FINANCIAL USES. In governmental fund types, decreases, excluding expenditure
refunds, in the net current assets of a fund. “Financing uses” includes expenditures, other
financing uses, and transfers out.

FINDING. A published communication of an internal control weakness or instance of
noncompliance in connection with an audit.

FISCAL ACCOUNTABILITY. The responsibility of governments to justify that their
actions in the current period have complied with public decisions concerning the raising
and spending of public moneys in the short term (usually one budgetary cycle or one
year).  This term is used in contrast to “operational accountability.”

FISCAL AGENT. A fiduciary agent, usually a bank or county treasurer, who performs the
function of paying debt principal and interest when due.

FISCAL DEPENDENCE. A term used in connection with the definition of the financial
reporting entity.  A situation requiring the inclusion of a legally separate entity as a
component unit within the financial reporting entity because the governing board of the
primary government may “arbitrarily” override the financial decisions of the legally
separate entity regarding (a) its budget, (b) the levying of taxes or the setting of rates or
charges, or (c) the issuance of bonded debt.

FISCAL FUNDING CLAUSE. A clause in a lease agreement providing that the lease is
cancelable if the legislature or other funding authority does not appropriate the funds
necessary for the government unit to fulfill its obligations under the lease agreement.

FISCAL PERIOD. Any period at the end of which a government determines its financial
position and the results of its operations.  Often referred to as Accounting Period.  

FISCAL YEAR. A 12-month period to which the annual operating budget applies and at
the end of which a government determines its financial position and the results of its
operations.

FIVE PERCENT CRITERION. The second of two tests used to determine whether a
given governmental fund or enterprise fund must be reported as a major fund in the basic
financial statements.  This test is applied to the combined total assets, liabilities,
revenues or expenses/expenditures of all governmental and enterprise funds for which
the 10 percent criterion has been met.  See TEN PERCENT CRITERION.
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FIXED BUDGET. A budget setting forth dollar amounts that are not subject to change
based on the volume of goods or services to be provided.  See FLEXIBLE BUDGET.

FIXED COSTS. Costs of providing goods or services that do not vary proportionately to
the volume of goods or services provided (e.g., insurance and contributions to retirement
systems).

FIXED COUPON REPURCHASE/REVERSE REPURCHASE AGREEMENT.
Agreements in which the parties agree that the securities returned will have the same
stated interest rate as, and maturities similar to, the securities transferred. See
REPURCHASE AGREEMENT and REVERSE REPURCHASE AGREEMENT.

FIXED-INCOME SECURITIES. Securities that offer a specified, measurable cash flow
(e.g., most bonds).

FIXTURES. Attachments to buildings that are not intended to be removed and cannot be
removed without damage to the buildings. Those fixtures with a useful life presumed to
be as long as that of the building itself are considered a part of the building; all others are
classified as equipment.

FLEXIBLE BUDGET. A budget whose dollar amounts vary according to the volume of
goods or services to be provided.  See FIXED BUDGET.

FLOW OF CURRENT FINANCIAL RESOURCES. See CURRENT FINANCIAL
RESOURCES MEASUREMENT FOCUS.

FLOW OF ECONOMIC RESOURCES. See ECONOMIC RESOURCES
MEASUREMENT FOCUS.

FOOD STAMPS. A federal award program that is intended to improve the diets of
members of low-income households by increasing their ability to purchase food.

FORCE ACCOUNT. A method employed in the construction and/or maintenance of
capital assets whereby a government’s own personnel are used instead of an outside
contractor. This method also calls for the purchase of materials by the government and
the possible use of its own equipment, but the distinguishing characteristic of the force
account method is the use of the government’s own personnel.

FORECLOSURE. The seizure of property as payment for delinquent tax or special
assessment obligations. Ordinarily, property foreclosed is resold to liquidate delinquent
tax or special assessment obligations, but on occasion governments retain possession
for their own needs.

FORFEITURE. The automatic loss of cash or other property as a punishment for not
complying with legal provisions and as compensation for the resulting damages or
losses. This term should not be confused with confiscation. The latter term designates
the actual taking over of the forfeited property by the government. Even after property
has been forfeited, it cannot be said to be confiscated until the government claims it.

FORMAL BUDGETARY INTEGRATION. The management control technique through
which the annual operating budget is recorded in the general ledger through the use of
budgetary accounts. It is intended to facilitate control over revenues and expenditures
during the year.
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FORMULA GRANTS. Government-mandated or voluntary nonexchange transactions
involving the provision of resources based upon established criteria (e.g., number of full-
time equivalent students) other than the incurrence of qualifying expenditures.

FRANCHISE. A special privilege granted by a government permitting the continued use
of public property, such as city streets, and usually involving the elements of monopoly
and regulation.

FROZEN ENTRY AGE ACTUARIAL COST METHOD. A term used in connection with
defined benefit pension plans.  A method under which the excess of the actuarial present
value of projected benefits of the group included in an actuarial valuation, over the sum of
the actuarial value of assets plus the unfunded frozen actuarial accrued liability, is
allocated on a level basis over the earnings or service of the group between the valuation
date and assumed exit.  This allocation is performed for the group as a whole, not as a
sum of individual allocations.  The frozen actuarial accrued liability is determined using
the entry age actuarial cost method.  The portion of this actuarial present value allocated
to a valuation year is called the normal cost.

FULL FAITH AND CREDIT. A pledge of the general taxing power for the payment of
debt obligations. Bonds carrying such pledges are referred to as general obligation bonds
or full faith and credit bonds.

FULL SCOPE AUDIT. An audit covering: (1) Financial and Compliance, to determine (a)
whether the financial statements of an audited entity present fairly the financial position,
results of operations, and (when applicable) cash flows in accordance with generally
accepted accounting principles, and (b) whether the entity has complied with the various
legal and contractual requirements that may have a material effect upon the financial
statements; (2) Economy and Efficiency, to determine (a) whether the entity is managing
and utilizing its resources (such as personnel, property, space) economically and
efficiently, (b) the causes of inefficiencies or uneconomical practices, and (c) whether the
entity has complied with laws and regulations concerning matters of economy and
efficiency; and (3) Program Results, to determine (a) whether the desired results or
benefits established by the legislature or other authorizing body are being achieved, and
(b) whether the agency has considered alternatives that might yield the desired results at
a lower cost.

FUNCTION. A group of related activities aimed at accomplishing a major service or
regulatory program for which a government is responsible. For example, public health is
a function. See SUBFUNCTION.

FUNCTIONAL-BASIS COMBINING. The process of grouping or combining similar funds
and/or component units on a functional basis (e.g., transportation, economic
development) for financial reporting purposes.

FUNCTIONAL CLASSIFICATION. Expenditure classification according to the principal
purpose for which expenditures are made. Examples are public safety, public health,
public welfare, etc.

FUND. A fiscal and accounting entity with a self-balancing set of accounts in which cash
and other financial resources, all related liabilities and equities, or balances, and changes
therein, are recorded and segregated to carry on specific activities or attain certain
objectives in accordance with special regulations, restrictions or limitations.
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FUNDAMENTAL ANALYSIS. A method of estimating the fair value of a security when it
is thinly traded or when quoted market prices are not available.  Fundamental analysis
considers assets, liabilities, operating statement performance, management, and
economic environment of the issuer in estimating a fair value.

FUND BALANCE. The difference between fund assets and fund liabilities of
governmental funds.

FUND BALANCE SHEET. A balance sheet for a single fund. See FUND and BALANCE
SHEET.

 FUND BALANCE – RESERVED FOR ADVANCE TO OTHER FUNDS. An account used
to segregate a portion of the fund balance to indicate that noncurrent portions of long-
term interfund receivables do not represent expendable available financial resources.

FUND BALANCE – RESERVED FOR DEBT SERVICE. An account used to segregate a
portion of the fund balance for resources legally restricted to the payment of general long-
term debt principal and interest maturing in future years.

FUND BALANCE – RESERVED FOR EMPLOYEES’ RETIREMENT SYSTEM. Accounts
used to account for PERS and pension trust reserved fund balances. These normally
include: (1) fund balance – reserved for member contributions, (2) fund balance –
reserved for employer contributions, (3) fund balance – reserved for benefits, (4) fund
balance – reserved for disability, and (5) fund balance – reserved for undistributed
interest earnings.

FUND BALANCE – RESERVED FOR ENCUMBRANCES. An account used to
segregate a portion of the fund balance for expenditure upon vendor performance.

FUND BALANCE – RESERVED FOR ENDOWMENTS. An account used to indicate that
the trust fund balance amounts representing endowment principal are legally restricted.

FUND BALANCE – RESERVED FOR CAPITAL ASSETS HELD FOR RESALE. An
account used to segregate a portion of the fund balance to indicate that capital assets
held for resale do not represent expendable available financial resources.

FUND BALANCE – RESERVED FOR INVENTORIES. An account used to segregate a
portion of the fund balance to indicate that, under the purchases method, inventories of
supplies do not represent expendable available financial resources, even though they are
a component of net current assets.

FUND BALANCE – RESERVED FOR NONCURRENT LOANS RECEIVABLE. An
account used to segregate a portion of the fund balance to indicate that noncurrent
portions of long-term loans receivable do not represent expendable available financial
resources.

FUND BALANCE – RESERVED FOR PREPAID ITEMS. An account used to segregate
a portion of the fund balance to indicate that prepaid items do not represent expendable
available financial resources, even though they are a component of net current assets.

FUND CAPITAL ASSETS. Those capital assets associated with proprietary or trust
funds.

FUND CLASSIFICATIONS. One of the three categories (governmental, proprietary, and
fiduciary) used to classify fund types.
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FUND FINANCIAL STATEMENTS. Basic financial statements presented on the basis of
funds.  A term used in contrast with “government-wide financial statements.”

FUND TYPE. Any one of 11 categories into which all funds are classified in governmental
accounting. The governmental fund types are:  General, Special Revenue, Debt Service,
Capital Projects, and Permanent.  The proprietary fund types are Enterprise and Internal
Service.  The fiduciary fund types are Pension (and Other Employee Benefit) Trust,
Investment Trust, Private-Purpose Trust, and Agency.

FUNDED DEBT. The same as BONDED DEBT, which is the preferred term.

FUNDED MANDATE. Also known as a government-mandated nonexchange transaction.
A situation where a government at one level provides resources to a government at
another level and requires the recipient to use the resources for a specific purpose (for
example, federal programs that state or local governments are mandated to perform).

FUNDED RATIO. The actuarial value of assets expressed as a percentage of the
actuarial accrued liability.

GAAFR. See GOVERNMENTAL ACCOUNTING, AUDITING, AND FINANCIAL
REPORTING.

GAAP. See GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

GAAP HIERARCHY. An authoritative list of the sources of GAAP.  The GAAP hierarchy
for state and local governments is set forth in Statement of Auditing Standards No. 69,
The Meaning of “Present Fairly in Conformity with Generally Accepted Accounting
Principles” in the Independent Auditor’s Report.

GAAS. See GENERALLY ACCEPTED AUDITING STANDARDS.

GAGAS. See GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS.

GAO. See GENERAL ACCOUNTING OFFICE.

GASB. See GOVERNMENTAL ACCOUNTING STANDARDS BOARD.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). Uniform minimum
standards and guidelines for financial accounting and reporting. They govern the form
and content of the financial statements of an entity. GAAP encompasses the
conventions, rules and procedures necessary to define accepted accounting practice at a
particular time. The principles include not only broad guidelines of general application,
but also detailed practices and procedures. GAAP provides a standard by which to
measure financial presentations. The primary authoritative body on the application of
GAAP to state and local governments is GASB.

GENERALLY ACCEPTED AUDITING STANDARDS (GAAS). Standards established by
AICPA for the conduct and reporting of financial audits. There are 10 basic standards,
classed into three broad categories: general standards, standards of fieldwork, and
standards of reporting. The Auditing Standards Board of AICPA publishes Statements on
Auditing Standards (SAS’s) to comment and expand upon these basic standards. SAS,
together with the 10 basic standards, constitute GAAS. GAAS sets forth the objectives of
the audit and establishes measures that can be applied to judge the quality of its
performance.
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GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS (GAGAS).
Standards established by the GAO in its publication, Standards for Audit of Governmental
Organizations, Programs, Activities and Functions (“yellow book”), for the conduct and
reporting of both financial and performance audits. GAGAS sets forth general standards
applicable to both types of audits and separate standards of fieldwork and reporting for
financial and performance audits. The GAGAS standards of fieldwork and reporting for
financial audits incorporate and build upon GAAS.

GENERAL ACCOUNTING OFFICE (GAO). The investigative arm of the U.S. Congress,
charged with improving the performance and accountability of the federal government.  In
the context of accounting, auditing, and financial reporting for state and local
governments, the GAO is best known for issuing Government Auditing Standards, which
are the source of GAGAS.

GENERAL CAPITAL ASSETS. Capital assets that are not assets of any fund, but of the
government unit as a whole. Most often these assets arise from the expenditure of the
financial resources of governmental funds.

GENERAL FUND. The fund used to account for all financial resources, except those
required to be accounted for in another fund.

GENERAL JOURNAL. A journal in which are recorded all entries not recorded in special
journals. See JOURNAL and SPECIAL JOURNAL.

GENERAL LEDGER. A record containing the accounts needed to reflect the financial
position and the results of operations of a government. In double entry bookkeeping, the
debits and credits in the general ledger are equal  (i.e., the debit balances equal the
credit balances). See SUBSIDIARY LEDGER, CONTROL ACCOUNT, and SUBSIDIARY
ACCOUNT.

GENERAL LONG-TERM DEBT. Long-term debt expected to be repaid from
governmental funds. See LONG-TERM DEBT.

GENERAL OBLIGATION BONDS PAYABLE  Bonds backed by the full faith and credit
of government. See FULL FAITH AND CREDIT.

GENERAL RESERVE. A fund equity restriction to provide for dry period financing.

GENERAL REVENUES. All revenues that are “not required” to be reported as program
revenues.  All taxes, even those that are levied for a specific purpose, are general
revenues and should be reported by type of tax (for example, sales tax, property tax,
franchise tax, income tax). All other nontax revenues (including interest, grants, and
contributions) that do not meet the criteria to be reported as program revenues should
also be reported as general revenues.

GOVERNMENTAL EXTERNAL INVESTMENT POOL. An arrangement that commingles
(pools) the moneys of more than one legally separate entity and invests, on the
participants’ behalf, in an investment portfolio; one or more of the participants not being
part of the sponsor’s reporting entity.  In California counties, it is typical for external pools
to be used.  The participants that are not typically part of the county’s reporting entity may
include school districts as well as local-board-governed special districts.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION (GFOA). Formerly the Municipal
Finance Officers Association. An organization comprised of accounting and finance
professionals from throughout the United States and Canada, whose goals include but
are not limited to improving programs to encourage excellence in financial reporting and
budgeting by state and local governments.

GOVERNMENTAL ACCOUNTING. The composite activity of analyzing, recording,
summarizing, reporting and interpreting the financial transactions of governments.

GOVERNMENTAL ACCOUNTING STANDARDS ADVISORY COUNCIL (GASAC). An
advisory body established to assist GASB.  The membership of GASAC represents all
major groups with an interest in accounting and financial reporting for state and local
governments.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB). The authoritative
accounting and financial reporting standard-setting body for government entities.

GOVERNMENTAL ACCOUNTING, AUDITING AND FINANCIAL REPORTING
(GAAFR). The Government Finance Officers Association’s publication, providing detailed
guidance to the application of principles to the accounting and financial reporting
activities of state and local governments.

GOVERNMENTAL ACTIVITES. Those activities of a government that are carried out
primarily to provide services to citizens and that are financed primarily through taxes and
intergovernmental grants.

GOVERNMENTAL ENTITY. For accounting and financial reporting purposes, an entity
subject to the hierarchy of GAAP applicable to state and local governmental units.  The
criteria used to distinguish governmental entities from nongovernmental entities are set
forth in the AICPA’s Audits of State and Local Governmental Units.

GOVERNMENTAL FINANCIAL REPORTING MODEL. The minimum combination of
financial statements, note disclosures, and required supplementary information
prescribed for state and local governments by GASB.

GOVERNMENTAL FUNDS. Funds generally used to account for tax-supported activities.
There are five different types of governmental funds: the general fund, special revenue
funds, debt service funds, capital projects funds, and permanent funds.

GOVERNMENT-MANDATED NONEXCHANGE TRANSACTIONS. Transactions that
occur when a government at one level provides resources to a government at another
level and requires the recipient to use the resources for a specific purpose (for example,
federal programs that state or local governments are mandated to perform).

GOVERNMENT-WIDE FINANCIAL STATEMENTS. Financial statements that
incorporate all of a government’s governmental and business-type activities, as well as its
nonfiduciary component units.  There are two basic government-wide financial
statements:  the statement of net assets and the statement of activities.  Both basic
government-wide financial statements are presented using the economic resources
measurement focus and the accrual basis of accounting.

GRANT ANTICIPATION NOTES (GANs). Short-term interest-bearing notes issued by a
government in anticipation of grants to be received at a later date. The notes are retired
from proceeds of the grants to which they are related. See INTERIM BORROWING.
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GRANTS. Contributions or gifts of cash or other assets from another government to be
used or expended for a specified purpose, activity or facility. See CAPITAL GRANTS and
OPERATING GRANTS.

GRANTS-IN-AID. See GRANTS.

GROSS BONDED DEBT. The total amount of direct debt of a government, represented
by outstanding bonds before deduction of any assets available and earmarked for their
retirement.

GUARANTEED INVESTMENT CONTRACT. A group annuity contract designed to
provide guarantees of principal and interest on funds deposited with an insurance
company for a specified party.

HISTORICAL COST. See COST.

HOLD-HARMLESS AGREEMENT  A contract under which the liability of one party for
damages is assumed by another.

IMPACT FEES. Fees charged to developers to cover, in whole or in part, the anticipated
cost of improvements that will be necessary as a result of the development (e.g., parks,
sidewalks).

IMPLEMENTATION GUIDES. Guidance on the proper implementation of authoritative
accounting and financial reporting standards issued by the staff of GASB.
Implementation guides use a question-and-answer format and enjoy “level 4” status on
the hierarchy of GAAP for state and local governments.

IMPOSED NONEXCHANGE REVENUES.  Revenues that result from assessments
imposed on nongovernmental entities, including individuals, other than assessments on
exchange transactions (for example, property taxes and fines).

IMPREST ACCOUNT. An account into which a fixed amount of money is placed for the
purpose of minor disbursements or disbursements for a specific purpose (e.g., payroll).
When disbursements are made, a voucher is completed to record their date, amount,
nature and purpose.  From time to time, a report with substantiating vouchers is
prepared; the account is replenished for the exact amount of the disbursements and
appropriate general ledger accounts are charged. The total of cash plus substantiating
vouchers always should equal the total fixed amount of money set aside in the imprest
account. See PETTY CASH.

IMPROVEMENTS. Buildings, other structures, and other attachments or annexations to
land which are intended to remain so attached or annexed, such as sidewalks, trees,
drives, tunnels, drains, and sewers. Sidewalks, curbing, sewers, and highways are
sometimes referred to as “betterments,” but the term “improvements” is preferred. See
BUILDINGS AND IMPROVEMENTS.

IMPROVEMENTS OTHER THAN BUILDINGS. Attachments or annexations to land that
are intended to remain so attached or annexed, such as sidewalks, trees, drives, tunnels,
drains and sewers. Sidewalks, curbing, sewers and highways are sometimes referred to
as “betterments,” but the term “improvements” is preferred.
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“IN-RELATION-TO” OPINION. An indication in the independent auditor’s report that the
auditor does “not” render an opinion on the fair presentation “per se” of certain
information contained in the financial report (e.g., combining and individual fund financial
statements), but does assert that the information in question is fairly presented “in
relation to” the audited financial statements).

INCOME. A term used in proprietary fund type accounting to represent (1) revenues or
(2) the excess of revenues over expenses. See OPERATING INCOME, INCOME
BEFORE TRANSFERS, and NET INCOME.

INCOME BEFORE TRANSFERS. Proprietary fund operating income plus nonoperating
revenues and minus nonoperating expenses.

INCURRED BUT NOT REPORTED (IBNR) CLAIMS. A term used in connection with risk
financing.  Claims for insured events that have occurred but have not yet been reported
to the governmental entity, public entity risk pool, insurer, or reinsurer as of the date of
the financial statements.  IBNR claims include (a) known loss events that are expected to
be presented later as claims, (b) unknown loss events that are expected to become
claims, and (c) expected future development on claims already reported.

INDETERMINATE APPROPRIATION. An appropriation which is not limited either to any
definite period of time or to any definite amount. A distinction must be made between an
indeterminate appropriation and a continuing appropriation. First, whereas a continuing
appropriation is indefinite only as to time, an indeterminate appropriation is indefinite as
to both time and amount. Second, even indeterminate appropriations that are indefinite
only as to time are to be distinguished from continuing appropriations in that such
indeterminate appropriations may eventually lapse (e.g., an appropriation to construct a
building may be made to continue in effect until the building is constructed; once the
building is completed, however, the unexpended balance of the appropriation lapses).  A
continuing appropriation, on the other hand, may continue forever; it can be abolished
only by specific action of the legislative body.

INDIRECT CHARGES COSTS. See OVERHEAD.

INDIRECT EXPENSES. See OVERHEAD.

INDIVIDUAL INVESTMENT ACCOUNTS. An investment service provided by a
governmental entity for other, legally separate entities that are not part of the same
reporting entity.  With individual investment accounts, specific investments are acquired
for individual entities and the income from and changes in the value of those investments
affect only the entity for which they were acquired.

INDUSTRIAL DEVELOPMENT BONDS. Bonds issued by governments, the proceeds of
which are used to construct facilities for a private business enterprise.

INFORMATION SYSTEMS. See DATA PROCESSING.

INFRASTRUCTURE ASSETS. Public domain capital assets such as roads, bridges,
curbs and gutters, streets and sidewalks, drainage systems, lighting systems and similar
assets that are immovable and of value only to the government unit.

IN-SUBSTANCE DEFEASANCE OF DEBT. An advance refunding in which the
government is not legally released from being the primary obligor on the refunded debt,
but the possibility of the government having to make additional payments is considered
remote under criteria provided by GAAP.  See ADVANCE REFUNDING.
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INSURED DEFINED BENEFIT PENSION PLAN. A pension financing arrangement
whereby an employer accumulates funds with an insurance company, while employees
are in active service, in return for which the insurance company unconditionally
undertakes a legal obligation to pay the pension benefits of those employees or their
beneficiaries, as defined in the employer’s plan.

INTEREST METHOD. In the context of bonds, a method of periodic amortization of
issuance costs and premium or discount over the term of the related debt. The objective
of the interest method is to arrive at a periodic interest cost (including amortization) that
will represent a level effective rate on the sum of the face amount of the debt and (plus or
minus) the unamortized premium or discount and issuance costs at the beginning of each
period. The difference between the periodic interest cost so calculated and the nominal
interest on the outstanding amount of the debt is the amount of periodic amortization.

INTEREST RECEIVABLE ON INVESTMENTS. An asset account reflecting the amount
of interest receivable on investments.

INTERFUND ACTIVITY. Activity between funds of the primary government, including
blended component units.  Interfund activities are divided into two broad categories:
reciprocal and nonreciprocal.  Reciprocal interfund activity comprises interfund loans and
interfund services provided and used.  Nonreciprocal interfund activity comprises
interfund transfers and interfund reimbursements.

INTERFUND LOANS. Loans made by one fund to another, where both funds are
included in the primary government’s reporting unit.  See INTERFUND ACTIVITY.

INTERFUND RECEIVABLE/PAYABLE. Short-term loans made by one fund to another,
or the current position of an advance to or from another fund, where both funds are
included in the primary government’s reporting unit.  See INTERFUND ACTIVITY.

INTERFUND REIMBURSEMENTS. Repayments made by one fund to another, where
both funds are included in the primary government’s reporting unit.  See INTERFUND
ACTIVITY.

INTERFUND SERVICES PROVIDED AND USED. Sales and purchases of goods and
services by one fund to/from another at a price approximating their external exchange
value, where both funds are included in the primary government’s reporting unit.  See
INTERFUND ACTIVITY.

INTERFUND TRANSACTIONS. Transactions between funds of the same government
reporting entity. See INTERFUND ACTIVITY.

INTERFUND TRANSFERS. Transfers between funds of the same government reporting
entity.  See INTERFUND ACTIVITY.

INTERGOVERNMENTAL PAYABLE. A liability account reflecting amounts owed by the
reporting government to another government.

INTERGOVERNMENTAL RECEIVABLE. An asset account reflecting amounts due to
the reporting government from another government. These amounts may represent
grants-in-aid, shared taxes, taxes collected by another unit, loans, and charges for
services rendered by the government for another government.

INTERGOVERNMENTAL REVENUES. Revenues from other governments in the form of
grants, entitlements, shared revenues, or payments in lieu of taxes.
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INTERIM BORROWING. (1) Short-term loans to be repaid from general revenues during
the course of a fiscal year. (2) Short-term loans in anticipation of tax collections, grants or
bond issuance.  See BOND ANTICIPATION NOTES, GRANT ANTICIPATION NOTES
and TAX ANTICIPATION NOTES.

INTERIM FINANCIAL STATEMENTS. Financial statements prepared as of a date or for
a period during the fiscal year and including only financial transactions during the current
year to date.

INTERNAL AUDITING. An independent appraisal of the diverse operations and controls
within a government entity to determine whether acceptable policies and procedures are
followed, established standards are met, resources are used efficiently and economically,
and the organization’s objectives are being achieved. The term covers all forms of
appraisal of activities undertaken by auditors working for and within an organization.

INTERNAL CONTROL STRUCTURE. Policies and procedures established to provide
reasonable assurance that specific government objectives will be achieved.

INTERNAL FINANCIAL REPORTING. Financial reporting specifically designed to meet
the needs of management.

INTERNAL SERVICE FUND. A proprietary type fund used to account for the financing of
goods or services provided by one department or agency to other departments or
agencies of a government, or to other governments, on a cost-reimbursement basis.

INTERPERIOD EQUITY. The measure of the extent to which current-year revenues are
sufficient to pay for the services provided by the government entity during the year, and
whether current-year citizens are receiving services by shifting part of the payment
burden to future years’ citizens or by using up previously accumulated resources.

INTRAFUND TRANSFER. A transfer of central staff costs to the operating units in the
same governmental type fund.

INTRODUCTORY SECTION. The first of three essential components of any
comprehensive annual financial report.  The introductory section typically provides
general information on a government’s structure and personnel, as well as information
useful in assessing the government’s financial condition.  The contents of the introductory
section normally fall outside the scope of the independent audit of the financial
statements.

INVENTORY. (1) A detailed list showing quantities, descriptions, and values of property
and, frequently, units of measure and unit prices. (2) An asset account reflecting the cost
of goods held for resale or for use in operations. Under some circumstances, inventory is
not valued at cost but at the lower of cost or market.

INVESTING ACTIVITIES. A term used in connection with cash flows reporting.  Investing
activities include making and collecting loans (except program loans) and acquiring and
disposing of debt or equity instruments.

INVESTMENT IN CAPITAL ASSETS, NET OF RELATED DEBT. One of three
components of net assets that is required by GAAP to be reported in both government-
wide and proprietary fund financial statements.  Related debt, for this purpose, includes
the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of capital assets of the
government.
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INVESTMENTS. Most commonly, securities and real estate held for the production of
revenues in the form of interest, dividends, rentals, or lease payments. The term does not
include capital assets used in government operations.

INVESTMENT SECTION. One of the sections of a comprehensive annual financial report
for an investment pool or public employee retirement system.

INVESTMENT TRUST FUND. A fiduciary fund type used to report governmental external
investment pools in separately issued reports and the external portion of these same
pools when reported by the sponsoring government.

INVITATION TO COMMENT. A due-process document that may be released by GASB to
solicit the views of interested parties on a topic under study by the board prior to the
release of an exposure draft.

JOB ACCOUNT. An account pertaining either to an operation which occurs regularly (a
“standing order”) or to a specific piece of work (a “job order”), showing all charges for
material and labor used and other costs incurred, together with any allowances or other
credits.

JOINT VENTURE. A legal entity or other contractual arrangement in which a government
participates as a separate and specific activity for the benefit of the public or service
recipients and in which the government retains an ongoing financial interest.

JOINTLY GOVERNED ORGANIZATION. A regional government or other multi-
governmental arrangement that is governed by representatives from each of the
governments that create the organization, but that is not a joint venture because the
participants do not retain an ongoing financial interest or responsibility.

JOURNAL. A book of original entry. See GENERAL JOURNAL, SPECIAL JOURNAL,
and REGISTER.

JOURNAL VOUCHER. A standard form provided for the recording of certain transactions
or information in place of, or supplementary to, the journals or registers. The journal
voucher usually contains an entry or entries, explanations, references to documentary
evidence supporting the entry or entries, and the signature or initials of one or more
properly authorized officials.

JUDGMENT. An amount to be paid or collected by a government as the result of a court
decision, including a condemnation award in payment for private property taken for public
use.

JUDGMENT BONDS. Bonds issued to finance judgments.

JUDGMENTS PAYABLE. A liability account reflecting amounts owed as the result of
court decisions, including condemnation awards for private property taken for public use.

LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS. Costs incurred to provide
for the protection of the environment that occur near or after the date that a municipal
solid-waste landfill stops accepting solid waste and during the postclosure period.
Closure and postclosure care costs include the cost of equipment and facilities (e.g.,
leachate collection systems and final cover) as well as the cost of services (e.g.,
postclosure maintenance and monitoring costs).
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LAPSE. As applied to appropriations, the automatic termination of an appropriation.
Except for indeterminate appropriations and continuing appropriations, an appropriation
is made for a certain period of time. At the end of this period, any unexpended or
unencumbered balance thereof lapses, unless otherwise provided by law.  Also referred
to as the LAPSE PERIOD.

LEASEHOLD. The right to the use of real estate by virtue of a lease, usually for a
specified term of years, for which consideration is paid.

LEASE-PURCHASE AGREEMENTS. Contractual agreements that are termed “leases,”
but which in substance amount to purchase contracts. See CAPITAL LEASE.

LEASE RENTAL BOND. A bond usually issued by a non-profit authority and secured by
lease payments to be made by the government leasing the project financed by bond
proceeds.

LEDGER. A group of accounts in which are recorded the financial transactions of an
entry. See GENERAL LEDGER and SUBSIDIARY LEDGER.

LEGAL DEBT LIMIT. See DEBT LIMIT.

LEGAL DEBT MARGIN. The excess of the amount of debt legally authorized over the
amount of debt outstanding.  See DEBT LIMIT.

LEGAL DEFEASANCE. A situation that occurs when debt is legally satisfied based on
certain provisions in the debt instrument, even though the debt is not actually paid.  When
debt is defeased, it is no longer reported as a liability on the face of the statement of
position; only the new debt, if any, is reported as a liability.

LEGAL LEVEL OF BUDGETARY CONTROL. The level at which spending in excess of
budgeted amounts would be a violation of law.

LEGAL INVESTMENTS. (1) Investments that savings banks, insurance companies,
trustees and other fiduciaries (individual or corporate) are permitted to make by the laws
of the state in which they are domiciled, or under the jurisdiction in which they operate or
serve. The investments which meet the conditions imposed by law constitute the legal
investment list. (2) Investments that governments are permitted to make by law.

LEGAL OPINION. (1) An opinion of an authorized official such as an attorney or county
counsel regarding the legal issues applicable to a particular situation. (2) In the case of
government bonds, the opinion of a specialized bond attorney as to the legality of a bond
issue.

LENT SECURITIES. The securities lent by the lender to the borrower in a securities
lending transaction.  Also referred to as “underlying securities.”

LETTER OF CREDIT. A financial institution’s written guarantee of a customer’s drafts, up
to a specified amount, for a certain period of time.

LEVEL (1-4) GUIDANCE. In the context of the hierarchy of GAAP for state and local
governments, a reference to the relative authority of a given source of GAAP guidance.
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LEVEL OF BUDGETARY CONTROL. One of the three possible levels of budgetary
control and authority to which organizations, programs, activities and functions may be
subject. These levels of budgetary control are (a) appropriated budget, (b) legally
authorized nonappropriated budget review and approval process, which is outside the
appropriated budget process, and (c) nonbudgeted financial activities, which are not
subject to the appropriated budget and the appropriation process or to any legally
authorized nonappropriated budget review and approval process, but still are relevant for
sound financial management and oversight. See LEGAL LEVEL OF BUDGETARY
CONTROL.

LEVEL OF EFFORT REQUIREMENTS. A requirement that a grant recipient not use
grant resources to reduce its own participation in a given program or activity.

LEVY. (1) (Verb) To impose taxes, special assessments or service charges for the
support of government activities. (2) (Noun) The total amount of taxes, special
assessments or service charges imposed by government.

LIABILITIES.  Obligations of an entity to transfer assets or provide services to other
entities in the future as a result of past transactions or events.

LIEN DATE. For property (ad valorem) taxes, the date when an enforceable legal claim
to taxable property arises.  Generally the lien date is specified in the relevant enabling
legislation.  Many governments use the term “lien date” even though a lien is not formally
placed on the property at that date.  Alternatively, the term “assessment date” is used to
describe this same date.

LIQUIDITY. The ability to convert assets to cash quickly without significant losses.

LOAN PREMIUM OR FEE. A term used in connection with securities lending
arrangements.  Payments from the borrower to the lender as compensation for the use of
the underlying securities when the borrower provides securities or letters of credit as
collateral.

LOANS RECEIVABLE. An asset account reflecting amounts loaned to individuals or
organizations external to a government, including notes taken as security for such loans.
Loans to other governments should be recorded and reported separately.

LOCAL IMPROVEMENT TAX. See SPECIAL ASSESSMENT.

LONG-TERM BUDGET. A budget prepared for a period longer than a fiscal year; or, in
some state governments, a budget prepared for a period longer than a biennium. Long-
term budgets concerned with capital outlay plans and capital improvement programs are
referred to as capital budgets.

LONG-TERM DEBT.  See GENERAL LONG-TERM DEBT.

LUMP-SUM APPROPRIATION. An appropriation made for a stated purpose, or for a
named department, without specifying further the amounts that may be spent for specific
activities or for particular objects of expenditure  (e.g., a lump-sum appropriation for the
police department would not specify the amounts to be spent for uniform patrol, traffic
control, etc., or for salaries and wages, materials and supplies, travel).

MACHINERY AND EQUIPMENT. Property that does not lose its identity when removed
from its location and is not changed materially or consumed immediately (e.g., within one
year) by use.



ACCOUNTING STANDARDS AND PROCEDURES

C.47

MAINTENANCE. The act of keeping capital assets in a state of good repair. It includes
preventive maintenance; normal periodic repairs; replacement of parts, structural
components and so forth and other activities needed to maintain the asset so that it
continues to provide normal services and achieves its optimum life.

MAJOR FUND. A term used in the context of GAAP defined basic fund financial
statements for a governmental fund or enterprise fund reported as a separate column.
The general fund is always a major fund.  Otherwise, criteria for determining major funds
is defined in GAAP literature.  However, any other governmental or enterprise fund not
meeting this criteria may be reported as a major fund if the government’s officials believe
that fund is particularly important to financial statement users.

MAJOR PROGRAM. A term used in the context of single audits.  As part of the single
audit, the independent auditor must gain an understanding of internal controls over
compliance for each major federal award program and then test those controls.  In
addition, the independent auditor must render an opinion on whether the government
complied with laws, regulations, and provisions of contracts or grant agreements that
could have a direct and material effect on each major federal award program.

MANAGEMENT LETTER. A term used in connection with the independent audit of the
financial statements.  A formal communication by the auditor to management that
focuses on internal control weaknesses discovered in the course of the audit of the
financial statements.  The management letter, as just described, should be distinguished
from the management “representation” letter.  The latter is a communication by
management to the independent auditor in which management takes formal responsibility
for the fair presentation of the financial statements and makes certain specific
representations regarding their contents.

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A). A component of required
supplementary information used to introduce the basic financial statements as defined by
GAAP.  It also provides an analytical overview of the government’s financial activities.

MARGIN. In the context of repurchase agreements and reverse repurchase agreements,
the excess of the market value, including accrued interest of the securities underlying a
repurchase-reverse repurchase agreement or a fixed-coupon repurchase-reverse
repurchase agreement, over the agreement amount, including accrued interest. It is
common practice for a margin to be built into an agreement to protect against declines in
the market value of the underlying securities.

MARKET RISK. The risk that the market value of an investment, collateral protecting a
deposit, or securities underlying a repurchase agreement will decline. Market risk is
affected by the length to maturity of a security, the need to liquidate a security before
maturity, the extent to which collateral exceeds the amount invested, and how often the
amount of collateral is adjusted for changing market values.

MASTER AGREEMENT. A written contract covering all future transactions between the
parties to repurchase-reverse repurchase agreements and establishing each party’s
rights in the transactions. A master agreement often will specify, among other things, the
right of the buyer-lender to liquidate the underlying securities in the event of default by
the seller-borrower.

MATCHED POSITION. When the proceeds from a reverse repurchase agreement are
invested in securities that mature at, or almost at, the same time as the reverse
repurchase agreement and the proceeds from those securities will be used to liquidate
the agreement.
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MATCHING REQUIREMENT. A requirement that a grant recipient contribute resources
to a program that equal or exceed a predetermined percentage of amounts provided by
the grantor.

MATERIAL WEAKNESS. A reportable condition (internal control weakness) of such
magnitude that it could potentially result in a material misstatement of the financial
statements.

MATERIALITY. The magnitude of an omission or misstatement of accounting information
that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would have been changed or influenced by
the omission or misstatement  The objective of accountability in governmental financial
reporting adds another perspective to materiality.  Specifically, accountability requires
materiality to be judged not only in a quantitative manner, but also in a qualitative
manner.  That is, accountability involves such issues as legal and contractual compliance
that may not have a “material” effect on the entity’s reported operating results and
financial position but that would influence or change the judgement of a reasonable
person about how the government conducted its affairs during the period.

MATRIX PRICING. A method of estimating the fair value of a security when it is thinly
traded or when quoted market prices are not available.  Matrix pricing estimates a
security’s fair value by considering coupon interest rates, maturity, credit rating, and
market indexes as they relate to the security being valued and to similar issues for which
quoted prices are available.

MATURED BONDS PAYABLE. A liability account reflecting unpaid principal on bonds
that have reached or passed their maturity date.

MATURED INTEREST PAYABLE. A liability account reflecting unpaid interest on bonds
that have reached or passed their maturity date.

MEASUREMENT FOCUS. The accounting convention that determines (1) which assets
and which liabilities are included on a government’s balance sheet, and where they are
reported there, and (2) whether an operating statement presents information on the flow
of financial resources (revenues and expenditures) or information on the flow of
economic resources (revenues and expenses).

MODIFIED ACCRUAL BASIS OF ACCOUNTING. The accrual basis of accounting
adapted to the governmental fund type measurement focus. Under it, revenues and other
financial resource increments (e.g., bond issue proceeds) are recognized when they
become susceptible to accrual, that is when they become both “measurable” and
“available to finance expenditures of the current period.”   “Available” means collectible in
the current period or soon enough thereafter to be used to pay liabilities of the current
period. Expenditures are recognized when the related fund liability is incurred except for:
(1) inventories of materials and supplies that may be considered expenditures either
when purchased or when used, and (2) prepaid insurance and similar items that may be
considered expenditures either when paid for or when consumed.   

MODIFIED APPROACH. The election “not” to depreciate infrastructure assets that are
part of a network or subsystem of a network that meet two specific requirements.  First,
the government manages the eligible infrastructure assets using an asset management
system that has certain specified characteristics; second, the government documents that
the eligible infrastructure assets are being preserved approximately at (or above) a
condition level established and disclosed by the government.
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MONEY MARKET INVESTMENT. A short-term, highly liquid debt instrument, including
commercial paper, banker’s acceptances, and U.S. Treasury and agency obligations.
Asset-backed securities, derivatives, and structured notes are not included in this term.

MORTGAGE BONDS. Bonds secured by a mortgage against specified properties of a
government, usually its public utilities or other enterprises. If primarily payable from
enterprise revenues, they are also classed as revenue bonds. See REVENUE BONDS.

MULTI-PURPOSE GRANTS. A term used in connection with the identification of program
revenues.  Grants intended to finance activities reported in different functional categories
in the government-wide statement of activities.  Multipurpose grants that do not provide
for specific identification of the programs and amounts should be reported as general
revenues.

MUNICIPAL. In its broadest sense, an adjective which denotes the state and all
subordinate units of government. In a more restricted sense, an adjective which denotes
a city or village, as opposed to other local governments.

MUNICIPAL BOND. A bond issued by a state or local government.

MUNICIPAL CORPORATION. A political and corporate body established pursuant to
state statutes to provide government services and regulations for its inhabitants. A
municipal corporation has defined boundaries and a population, and is usually organized
with the consent of its residents. It usually has a seal and may sue and be sued. Cities
and villages are examples of municipal corporations. See QUASI-MUNICIPAL
CORPORATION.

MUNICIPAL FINANCE OFFICERS ASSOCIATION.  See GOVERNMENT FINANCE
OFFICERS ASSOCIATION.

MUNICIPAL IMPROVEMENT CERTIFICATES. Certificates issued in lieu of bonds for
the financing of special improvements. As a rule, these certificates are placed in the
contractor’s hands for collection from the special assessment payers.

MUNICIPAL SOLID-WASTE LANDFILL. A discrete area of land or an excavation that
receives household waste, and that is not a land application unit, surface impoundment,
injection well, or waste pile, as those terms are defined in regulations of the
Environmental Protection Agency.  It may also receive other types of Resource
Conservation and Recovery Act Subtitle D wastes such as commercial solid waste, non-
hazardous sludge, and industrial solid waste.  The term “municipal” indicates the primary
type of solid waste received by the landfill, not its ownership.

NATIONAL ADVISORY COUNCIL ON STATE AND LOCAL BUDGETING (NACSLB).
A working group created by eight public-sector organizations to establish a
comprehensive framework for public-sector budgeting that could be used by state and
local governments as an ideal against which to measure and improve the quality of their
own budget practices.  The Government Finance Officers Association has formally
recommended NACSLB guidelines to its members.

NATIONAL COMMITTEE ON MUNICIPAL ACCOUNTING (NCMA). A committee of the
Municipal Finance Officers Association that served as the authoritative accounting and
financial reporting standard-setting body for local governments prior to 1946.  NCMA was
one of the predecessors of GASB.
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NATIONAL COMMITTEE ON GOVERNMENTAL ACCOUNTING. A committee of the
Municipal Finance Officers Association that served as the authoritative accounting and
financial reporting standard-setting body for local governments from the late 1940s until
the establishment of the National Council on Governmental Accounting (NCGA) in the
1970s.

NATIONAL COUNCIL ON GOVERNMENTAL ACCOUNTING (NCGA). An organization
established through the sponsorship of the Government Finance Officers Association to
develop, promulgate, and interpret principals of accounting, financial reporting, and
related financial management activities for the state and local governments in the United
States and Canada. In 1984, the Governmental Accounting Standards Board (GASB)
became the successor organization to  NCGA. See GASB.

NEGOTIABLE CERTIFICATES OF DEPOSIT. Transferable certificates of deposit.
Because they are transferable, negotiable certificates of deposit are subject to custodial
credit risk.

NET BONDED DEBT. Gross bonded debt less any cash or other assets available and
earmarked for its retirement and less all self-supporting debt (e.g., revenue bonds).  Also
referred to as “Net General Obligation Debt.”

NET BOOK VALUE. See BOOK VALUE.

NET COST. A term used in the context of the government-wide statement of activities.
The difference between functional expenses and program revenues.

NET INCOME. The proprietary fund excess of operating revenues, nonoperating
revenues, and transfers-in over operating expenses, nonoperating expenses, and
transfers out.

NET INTEREST COST. A method used to calculate a bond issuer’s interest cost.  The
net interest cost (NIC) does not take into account the time value of money. The NIC is
equal to the total interest payments plus discount (or minus premium), divided by the
number of bond years.

NET PENSION OBLIGATION. A term used in connection with defined benefit pension
plans.  The cumulative difference between annual pension cost and the employer’s
contributions to the plan, including the pension liability (asset) at transition, and excluding
(a) short-term differences and (b) unpaid contributions that have been converted to
pension-related debt.

NET PROFIT. See NET INCOME.

NET REVENUES. See NET INCOME and NET REVENUES AVAILABLE FOR DEBT
SERVICE.

NET REVENUES AVAILABLE FOR DEBT SERVICE. Proprietary fund gross operating
revenues less operating and maintenance expenses (which normally does not include
depreciation expense or interest expense on bonds). “Net revenues available for debt
service” as thus defined is used to compute “coverage” on revenue bond issues. Under
the laws of some states and the provisions of some revenue bond indentures, to compute
revenue bond coverage, net revenues available for debt service must be computed on a
cash basis rather than in conformity with GAAP. See COVERAGE.
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NO-COMMITMENT SPECIAL ASSESSMENT DEBT. Special assessment debt that is
secured solely by liens on assessed properties and resources provided from bond
proceeds and is not backed by either the full faith and credit of the government or by any
other type of general government commitment.

NOMINAL ACCOUNT. Those accounts whose balances are transferred to equity or net
asset accounts at the close of each fiscal year. Examples are revenue and expense
accounts.

NOMINAL INTEREST RATE. The contractual interest rate shown on the face and in the
body of a bond and used to compute the amount of interest to be paid, in contrast to the
effective interest rate. See COUPON RATE.

NONCAPITAL FINANCING ACTIVITIES. A term used in connection with cash flow
reporting.  Noncapital financing activities include borrowing money for purposes other
than to acquire, construct, or improve capital assets and repaying those amounts
borrowed, including interest.  This category includes proceeds from all borrowings (such
as revenue anticipation notes) not clearly attributable to acquisition, construction, or
improvement of capital assets, regardless of the form of the borrowing.  Also included are
certain other interfund and intergovernmental receipts and payments.

NONEXCHANGE TRANSACTION. A transaction in which a government (including the
federal government, as a provider) either gives value (benefit) to another party without
directly receiving equal value in exchange or receives value (benefit) from another party
without directly giving equal value in exchange.

NONFINANCIAL ASSETS. A term used in connection with the current financial
resources measurement focus and the modified accrual basis of accounting.  Assets that
are expected to be used in the provision of goods or services rather than converted to
cash.  Financial statement preparers have the option of treating prepaid items and
inventories of supplies as either a financial asset (consumption method) or as a
nonfinancial asset (purchases method).

NONOPERATING EXPENSES. Proprietary fund expenses which are not directly related
to the fund’s primary activities (e.g., interest).

NONOPERATING PROPERTIES. Properties owned by an enterprise fund but not used
in the provision of the fund’s primary service activities.

NONOPERATING REVENUES. Proprietary fund revenues incidental  to  or  byproducts
of the fund’s primary activities.

NONPARTICIPATING INTEREST-EARNING INVESTMENT CONTRACTS. Investment
contracts whose value is not affected by market (interest rate) changes (e.g.,
nonnegotiable certificates of deposit with redemption terms that do not consider market
rates).  This definition excludes investment contracts that are negotiable or transferable,
or whose redemption value considers market rates.

NONRECIPROCAL INTERFUND ACTIVITY. The internal counterpart to nonexchange
transactions. This category includes both interfund transfers and interfund
reimbursements.
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NORMAL COSTING. A term used in connection with the valuation of capital assets.
Estimate of historical cost based on current cost of reproduction new indexed by a
reciprocal factor of the price increase of a specific item or classification from the appraisal
date to the estimated date of acquisition.  That is, the historical cost of an asset is
estimated by taking the value of acquiring the asset new today and then discounting that
amount by an appropriate inflation factor back to the date of acquisition.

NORMALLY. A term used in connection with the application of the modified accrual basis
of accounting to certain long-term liabilities.  Specifically, certain accrued liabilities are
recognized as expenditures in governmental funds only when they are “normally”
expected to be liquidated with current available financial resources (e.g., compensated
absences, claims and judgements, special termination benefits, landfill closure and
postclosure care costs).  For this purpose, the term “normally” should be interpreted from
the perspective of the practice of state and local governments generally.

NOTE PAYABLE. In general, an unconditional written promise signed by the maker to
pay a certain sum in money on demand or at a fixed or determinable time, either to the
bearer or to the order of a person designated therein. See TEMPORARY LOANS.

NOTE RECEIVABLE. A legal right to receive payment of a certain sum of money on
demand or at a fixed or determinable time, based on an unconditional written promise
signed by the maker.

NOTES TO THE FINANCIAL STATEMENTS. The summary of significant accounting
policies and other disclosures required for a fair presentation of the financial statements
of a government in conformity with GAAP and not included on the face of the financial
statements themselves. The notes to the financial statements are an integral part of a
CAFR/CUFR.

NUMBER OF FUNDS PRINCIPLE. The principle that only the minimum number of funds
consistent with legal and operating requirements should be established, since
unnecessary funds result in inflexibility, undue complexity, and inefficient financial
administration.

OBJECT. As used in expenditure classification, this term applies to the article purchased
or the service obtained, rather than to the purpose for which the article or service was
purchased or obtained (e.g., personal services, contractual services, materials, and
supplies). See ACTIVITY, ACCOUNT, CHARACTER, CLASSIFICATION, FUNCTION,
and OBJECT CLASS.

OBJECT CLASS. Expenditure classification according to the types of items purchased or
services obtained (e.g., personal services, materials, supplies and equipment).

OBJECT OF EXPENDITURE. See OBJECT.
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OBLIGATED IN SOME MANNER. A term used in connection with special assessment
debt and the determination of the financial reporting entity.  A government is obligated in
some manner for debt if (a) it is legally obligated to assume all or part of the debt in the
event of default or (b) the government may take certain actions to assume secondary
liability for all or part of the debt and the government takes, or has given indications that it
will take, those actions.  Stated differently, the phrase “obligated in some manner” is
intended to include all situations “other than” those in which (a) the government is
“prohibited” (by constitution, charter, statute, ordinance, or contract) from assuming the
debt in the event of default or (b) the government is not legally liable for assuming the
debt and makes no statement, or gives no indication, that it will, or may, honor the debt in
the event of default.

OBLIGATIONS. Amounts a government may be legally required to meet out of its
resources. They include not only actual liabilities but also unliquidated encumbrances.

OBSOLESCENCE. The decrease in the value of capital assets, resulting from economic,
social, technological or legal changes.

OFFICE OF MANAGEMENT AND BUDGET (OMB). An agency of the federal
government with regulatory oversight of Single Audits.  In fulfillment of this responsibility
the OMB has issued Circular A-133, Audits of States, Local Government, and Non-Profit
Organizations.

OFFICIAL STATEMENT. A document published by a government planning to issue
long-term debt that provides information on the proposed long-term debt issue, the
purpose of the issue, and the means of servicing the indebtedness, as well as other
information about the issuer that may be helpful in evaluating credit-worthiness.

ON-BEHALF PAYMENTS OF FRINGE BENEFITS AND SALARIES. Direct payments
made by one entity (the paying entity or paying government) to a third-party recipient for
the employees of another, legally separate entity (the employer entity or employer
government).  They include payments made by governmental entities on behalf of
nongovernmental entities and payments made by nongovernmental entities on behalf of
governmental entities, and may be made for volunteers as well as for paid employees of
the employer entity.

OPEN AMORTIZATION PERIOD. A term used in connection with defined benefit
pension plans.  An open amortization period (open basis) is one that begins again or is
recalculated at each actuarial valuation date.  Within a maximum number of years
specified by law or policy (for example, 30 years), the period may increase, decrease, or
remain stable.

OPEN-END MUTUAL FUNDS. An open-end mutual fund is one that continuously offers
its shares for sale to the public, compared with a closed-end company, which may issue
only a limited number of shares.  Mutual funds generally do not issue share certificates;
instead, they send out periodic statements showing deposits, withdrawals, and dividends
credited to the investor’s account.

OPERATING ACTIVITIES. A term used in connection with cash flow reporting.
Operating activities generally result from providing services and producing and delivering
goods, and include all transactions and other events that are not defined as capital and
related financing, noncapital financing, or investing activities.
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OPERATING BUDGET. Plans of current expenditures and the proposed means of
financing them. The annual operating budget (or, in the case of some state governments,
the biennial operating budget) is the primary means by which most of the financing,
acquisition, spending, and service delivery activities of a government are controlled. The
use of annual operating budgets is usually required by law. Even where not required by
law, however, annual operating budgets are essential to sound financial management
and should be adopted by every government. See BUDGET.

OPERATING EXPENSES. Proprietary fund expenses related directly to the fund’s
primary activities.

OPERATING GRANTS. Grants that are restricted by the grantor to operating purposes
or that may be used for either capital or operating purposes, at the discretion of the
grantee. See CAPITAL GRANTS.

OPERATING INCOME. The excess of proprietary fund operating revenues over
operating expenses.

OPERATING LEASE. A lease agreement that does not meet the criteria for capitalization
set forth in GAAP pronouncements.

OPERATING REVENUES. Proprietary fund revenues directly related to the fund’s
primary activities. They consist primarily of user charges for goods and services.

OPERATIONAL ACCOUNTABILITY. Governments’ responsibility to report the extent to
which they have met their operating objectives efficiently and effectively, using all
resources available for that purpose, and whether they can continue to meet their
objectives for the foreseeable future.

OPTIONAL BOND. See CALLABLE BOND.

ORDER. A formal legislative enactment by the governing board of certain local
governments; that has the full force and effect of law (e.g., county governing bodies in
some states pass “orders” rather than laws, resolutions  or ordinances).

ORDINANCE. A formal legislative enactment by the governing board of a municipality. If
it is not in conflict with any higher form of law, such as a state statute or constitutional
provision, it has the full force and effect of law within the boundaries of the municipality to
which it applies. The difference between an ordinance and a resolution is that the latter
requires less legal formality and has a lower legal status. Ordinarily, the statutes or
charter will specify or imply those legislative actions that must be by ordinance and those
that may be by resolution. Revenue raising measures, such as the imposition of taxes,
special assessments and service charges, universally require ordinances. See  also
RESOLUTION.

ORIGINAL BUDGET. The first complete appropriated budget officially adopted by the
governing body.  The original budget may be adjusted by reserves, transfers, allocations,
supplemental appropriations, and other legally authorized legislative and executive
changes before the beginning of the fiscal year.  The original budget should also include
actual appropriation amounts automatically carried over from prior years by law.  For
example, a legal provision may require the automatic rolling forward of appropriations to
cover prior-year encumbrances.  For California counties this is generally the “Final
Budget Document” required to be published by November 1st of the fiscal year.  See
FINAL BUDGET.
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OTHER FINANCING SOURCE. An increase in current financial resources that is
reported separately from revenues to avoid distorting revenue trends.  The use of the
“other financing sources” category is limited to items so classified by GAAP.

OTHER FINANCING USE. A decrease in current financial resources that is reported
separately from expenditures to avoid distorting expenditure trends.  The use of the
“other financing uses” category is limited to items so classified by GAAP.

OTHER POSTEMPLOYMENT BENEFITS (OPEB). Postemployment benefits provided
by an employer to plan participants, beneficiaries, and covered dependents through a
plan or other arrangement that is separate from a plan to provide retirement income.
OPEB also include postemployment health care benefits provided through a public
employee retirement system or pension plan.  In addition to postemployment health care
benefits (such as illness, dental, vision, and hearing), OPEB may include, for example,
life insurance, disability income, tuition assistance, legal services, and other assistance
programs.

OTHER SOURCES OF GAAP. Potential sources of accounting and financial reporting
guidance that may be used in the absence of authoritative guidance on one of the four
levels of the hierarchy of GAAP for state and local governments.  Examples of other
sources of GAAP for state and local governments include concept statements of GASB,
pronouncements of FASB that are not authoritative for government, professional
publications, textbooks, and position papers of professional organizations.  GASB
concepts statements take precedence as an other source of GAAP.

OUTLAYS. Synonymous with EXPENDITURES. See CAPITAL EXPENDITURES.

OUTCOME MEASURES. A term used in connection with service efforts and
accomplishments reporting.  Indicators that measure accomplishments or results that
occur (at least partially) because of services provided.  Results also include measures of
public perceptions of outcomes.

OUTPUT MEASURES. A term used in connection with service efforts and
accomplishments reporting.  Indicators that measure the quantity of services provided.
Output measures include both measures of the “quantity of service provided” and
measures of the “quantity of a service provided that meets a certain quality requirement.”

OVERDRAFT. (1) The amount by which checks, drafts or other demands for payment on
the treasury or on a bank exceed the amount of the credit against which they are drawn.
(2) The amount by which requisitions, purchase orders, or audited vouchers exceed the
appropriation or other credit to which they are chargeable.

OVERHEAD. Those elements of cost necessary in the production of a good or service
which are not directly traceable to the product or service. Usually these costs relate to
objects of expenditure which do not become an integral part of the finished product or
service, such as rent, heat, light, supplies, management and supervision.
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OVERLAPPING DEBT. The proportionate share that property within each government
must bear of the debts of all local governments located wholly or in part within the
geographic boundaries of the reporting government. Except for special assessment debt,
the amount of debt of each unit applicable to the reporting unit is arrived at by (1)
determining what percentage of the total assessed value of the overlapping jurisdiction
lies within limits of the reporting unit, and (2) applying this percentage to the total debt of
the overlapping jurisdiction. Special assessment debt is allocated on the basis of the ratio
of assessments receivable in each jurisdiction, which will be used wholly or in part to pay
off the debt, to total assessments receivable, which will be used wholly or in part for this
purpose.

OVERLAPPING GOVERNMENTS. All local governments located wholly or in part within
the geographic boundaries of the reporting government.

OVERSIGHT RESPONSIBILITY. The basic — but not the only — criterion for including a
government department, agency, institution, commission, public authority or other
organization in a government unit’s reporting entity for basic financial reports. Oversight
responsibility is derived from the government unit’s power and includes, but is not limited
to, financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations, and accountability for fiscal
matters.

OVERSIGHT UNIT. In defining the reporting entity, the component unit that has the
ability to exercise oversight responsibility. Typically, an oversight unit is the primary unit
of government directly responsible to the chief executive and the elected legislative body.

PAR VALUE. In the case of bonds, the amount of principal that must be paid at maturity.
Par value is referred to as the face value of the security.

PARTICIPATING INTEREST-EARNING INVESTMENT CONTRACTS. Interest-earning
investment contracts whose value is affected by market (interest rate) changes (e.g.,
contracts that are negotiable or transferable, or whose redemption value considers
market rates).

PASSENGER FACILITIES CHARGES (PFCs). A fixed fee authorized by the Federal
Aviation Administration that airports may impose on each departing passenger for use in
eligible construction projects or for related debt service.  This charge is collected by
whoever sells the ticket and then remitted to the airport.

PASS-THROUGH GRANTS. Grants and other financial assistance received by a
governmental entity to transfer to or spend on behalf of a secondary recipient.

PAY-AS-YOU-GO BASIS. In the context of pension accounting and risk management,
the failure to finance retirement obligations or anticipated losses on a current basis, using
an acceptable actuarial funding method.

PAYING AGENT. An entity responsible for paying long-term debt principal and interest
on behalf of the government.

PAYMENT IN LIEU OF TAXES. A payment that a property owner not subject to taxation
makes to a government to compensate it for services that the property owner receives
that normally are financed through property taxes.
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PENSION (AND OTHER EMPLOYEE BENEFIT) TRUST FUND. A trust fund used to
account for public employee retirement systems and other employee benefit plans.
Pension (and Other Employee Benefit) Trust Funds use the accrual basis of accounting
and have a capital maintenance measurement focus.   

PENSION COST. A measure of the periodic cost of an employer’s participation in a
defined benefit pension plan.

PENSION OBLIGATION BONDS. Bonds issued by employers to finance one or more
elements of their pension obligation to employees.  Pension obligation bonds may be
used, for example, to provide funds for one or more of the following purposes:  to reduce
or eliminate the employer’s net pension obligation, to pay the employer’s annual required
contribution for the year, or to reduce or eliminate the plan’s unfunded actuarial accrued
liability.

PENSION PLAN. An arrangement for the provision of pension benefits in which all
assets accumulated for the payment of benefits may legally be used to pay benefits,
including refunds of member contributions, to any of the plan members or beneficiaries,
as defined by the terms of the plan.

PENSION-RELATED DEBT. All long-term liabilities of an employer to a pension plan, the
payment of which is not included in the annual required contributions of a sole or agent
employer or the actuarially determined required contributions of a cost-sharing employer.
Payments generally are made in accordance with installment contracts that usually
include interest.  Examples include contractually deferred contributions and amounts
assessed to an employer upon joining a multiple-employer plan.

PENSION TREND DATA. Actuarially based data over time concerning the funding
progress of a defined benefit pension plan and employers’ actual and annual required
contributions to the plan.

PERFORMANCE AUDITING. A systematic process of objectively obtaining and
evaluating evidence regarding the performance of an organization, program, function or
activity. Evaluation is made in terms of its economy and efficiency of operations and its
effectiveness in achieving desired regulations, for the purpose of ascertaining the degree
of correspondence between performance and established criteria and communicating the
results to interested users. The performance audit function provides an independent,
third-party review of management’s performance and the degree to which the
performance of the audited entity meets prestated expectations.

PERFORMANCE BUDGET. A budget that bases expenditures primarily upon
measurable performance of activities and work programs. A performance budget may
also incorporate other bases of expenditure classification, such as character and object
class, but these are secondary to activity performance.

PERFORMANCE MEASUREMENT. A commonly used term for service efforts and
accomplishments reporting.

PERMANENT FUND. A governmental  fund type used to report resources held in a
fiduciary capacity that are legally restricted to the extent that only earnings, and not
principal, may be used for purposes that support the reporting government’s program that
is, for the benefit of the government or its citizery.
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PERPETUAL INVENTORY. A system whereby the inventory of units of property at any
date may be obtained directly from the records, without resorting to an actual physical
count for each item or group of items to be inventoried. This system provides an ongoing
record of goods ordered, received, and withdrawn, and the balance on hand, in units and
frequently also in value.

PERSPECTIVE DIFFERENCES. Differences between the budgetary basis of accounting
and GAAP that result when the structure of financial information used for GAAP financial
reporting differs from the structure of financial information used for budgetary purposes.

PETTY CASH. A sum of money set aside on an imprest basis to make change or to pay
small obligations for which the issuance of a formal voucher and check would be too
expensive and time-consuming. Petty cash accounts are sometimes referred to as petty
cash “funds.” However, they are not “funds” in the sense of governmental accounting.
Petty cash accounts should be reported as assets of the fund of ownership. See
IMPREST ACCOUNT.

PETTY CASH VOUCHER. A form used to record individual disbursements of petty cash.
See IMPREST ACCOUNT.

PLEDGED REVENUES. Funds generated from revenues and obligated to debt service
or to meet other obligations specified by the long-term debt contract.

POLICYHOLDER DIVIDENDS. A term used in connection with public-entity risk pools.
Payments made or credits extended to the insured by the insurer, usually at the end of a
policy year, that result in reducing the net insurance cost to the policyholder.  These
dividends may be paid in cash to the insured or applied by the insured to reduce
premiums due for the next policy year.

POPULAR ANNUAL FINANCIAL REPORTING. Supplementary financial reporting
designed to meet the special needs of interested parties who are either unable or
unwilling to use the more detailed financial information provided in traditional
comprehensive annual financial reports.

POPULAR ANNUAL FINANCIAL REPORTING AWARD. An awards program
sponsored by the Governmental Finance Officers Association with the objective of
encouraging and assisting governments to prepare and publish high-quality popular
annual financial reports.

POSTEMPLOYMENT HEALTHCARE BENEFITS. Medical, dental, vision, and other
health-related benefits provided to terminated employees, retired employees,
dependents, and beneficiaries.

POSTING. The act of transferring to an account in a ledger the data, either detailed or
summarized, contained in a book or document of original entry.

POTENTIAL COMPONENT UNIT. A separate government unit, agency or nonprofit
corporation that needs to be evaluated to determine if it is to be included with other
component units and the oversight unit to constitute the reporting entity.

POTENTIALLY MISLEADING TO EXCLUDE. A term used in connection with defining
the financial reporting entity. The basis for including a legally separate entity within the
financial reporting entity even though that separate entity does not meet either of the
normal criteria for inclusion as a component unit (i.e., board appointment or fiscal
dependency).
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PRELIMINARY PROJECT STAGE. A term used in connection with computer software
developed or obtained for internal use.  Costs incurred prior to the development stage of
computer software (e.g., the conceptual formulation of alternatives, the evaluation of
alternatives, the determination of the existence of needed technology, and the final
selection of alternatives).

PRELIMINARY VIEWS. A due-process document issued by GASB that solicits
comments from interested parties on a proposed authoritative pronouncement prior to the
issuance of an exposure draft.

PREMIUM. (1) The excess of the price of a security over its face value, excluding any
amount of accrued interest bought or sold. (2) The consideration paid for an insurance
contract.

PREMIUM DEFICIENCY. A term used in connection with public-entity risk pools.  A
situation that occurs if the sum of expected claims costs (including incurred but not
reported claims) and all expected claim adjustment expenses, expected dividends to
policyholders or pool participants, and unamortized acquisition costs exceeds related
unearned premiums.

PREPAID ITEMS. Payment in advance of the receipt of goods and services in an
exchange transaction. Prepaid items differ from deferred charges in that they are spread
over a shorter period of time than deferred charges and are regularly recurring costs of
operations. Examples of prepaid items are prepaid rent, prepaid interest, and unexpired
insurance premiums.  See DEFERRED CHARGES.

PREPAYMENT OF TAXES. The deposits of money with a government on condition that
the amount deposited is to be applied against the tax liability of a designated taxpayer
after the taxes have been levied and such liability has been established. See TAXES
COLLECTED IN ADVANCE.

PRESENT VALUE. The discounted value of a future amount or amounts of cash,
assuming a given rate of interest.

PRIMARY GOVERNMENT. A term used in connection with defining the financial
reporting entity.  A state government or general-purpose local government.  Also, a
special-purpose government that has a separately elected governing body, is legally
separate, and is fiscally independent of other state or local governments.  The primary
government is the focus of the financial reporting entity.

PRIMARY USERS OF GENERAL-PURPOSE EXTERNAL FINANCIAL REPORTS.
Those groups of financial statement users whose needs guide the development of GAAP.
For state and local governments, the primary users of general-purpose external financial
reports are (a) those to whom government is primarily accountable (the citizenry), (b)
those who directly represent the citizens (legislative and oversight bodies), and (c) those
who lend or participate in the lending process (investors and creditors).

PRINCIPAL. In the context of bonds other than deep-discount debt, the face value or par
value of a bond or issue of bonds payable on stated dates of maturity. See FACE VALUE
and PAR VALUE.

PRIOR YEARS’ TAX LEVIES. Taxes levied for fiscal periods preceding the current one.
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PRIVATE-PURPOSE TRUST FUND. A fiduciary trust fund type used to report all trust
arrangements, other than those properly reported in pension and other employee benefit
trust funds or investment trust funds, under which principal and income benefit
individuals, private organizations, or other governments.

PRO FORMA. For form’s sake; an indication of form; an example. The term is used in
conjunction with a noun to denote merely a sample form, document, statement,
certificate, or presentation, the contents of which may be either wholly or partially
hypothetical, actual facts, estimates, or proposals.

PROGRAM. Group activities, operations or organizational units directed to attaining
specific purposes or objectives.

PROGRAM BUDGET. A budget wherein expenditures are based primarily on programs
of work and secondarily on character and object class, on the one hand, and
performance, on the other. See PERFORMANCE BUDGET and TRADITIONAL
BUDGET.

PROGRAM COMPLIANCE AUDIT. An examination leading to the expression of an
opinion on the degree of the audited entity’s compliance with requirements imposed by
intergovernmental grantors and the audited entity’s eligibility for grant monies.

PROGRAM LOAN. A term used in connection with cash flows reporting.  A loan made
and collected as part of a governmental program that provides a “direct” benefit to
“individual” constituents.

PROGRAM REVENUE. A term used in connection with the government-wide statement
of activities.  Revenues that derive directly from the program itself or from parties outside
the reporting government’s taxpayers or citizenry, as a whole; they reduce the net cost of
the function to be financed from the government’s general revenues.

PROJECTED UNIT CREDIT ACTUARIAL COST METHOD. A method under which the
projected benefits of each individual included in an actuarial valuation are allocated by a
consistent formula to valuation years.  The actuarial present value of benefits allocated to
a valuation year is called the normal cost.  The actuarial present value of benefits
allocated to all periods prior to a valuation year is called the actuarial accrued liability.

PROPRIETARY ACCOUNTS. Those accounts which show actual financial position and
results of operations, such as actual assets, liabilities, fund equity balances, revenues,
expenditures, and expenses, as distinguished from budgetary accounts. See
BUDGETARY ACCOUNTS.

PROPRIETARY FUNDS.  Sometimes referred to as income determination or
commercial-type funds, the classification used to account for a government’s ongoing
organizations and activities that are similar to those often found in the private sector (i.e.,
enterprise and internal service funds). All assets, liabilities, equities, revenues, expenses
and transfers relating to the government’s business and quasi-business activities are
accounted for through proprietary funds. The GAAP used are generally those applicable
to similar businesses in the private sector and the measurement focus is on
determination of net income, financial position and changes in financial position.
However, where GASB has issued pronouncements applicable to those entities and
activities, they should be guided by these pronouncements.
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PROPOSED BUDGET. The budget document formally approved by the board of
supervisors to serve as the basis for public hearings prior to the determination of the
adopted budget.

PROVISIONS. In governmental fund types, budgeted amounts to provide for increases or
decreases in reserves and designations.

PUBLIC AUTHORITY. See AUTHORITY.

PUBLIC CORPORATION. See MUNICIPAL CORPORATION and QUASI-MUNICIPAL
CORPORATION.

PUBLIC EMPLOYEE RETIREMENT SYSTEM (PERS). A state or local governmental
entity entrusted with administering one or more pension plans; it also may administer
other types of employee benefit plans, including postemployment healthcare plans and
deferred compensation plans.  A public employee retirement system also may be an
employer that provides or participates in a pension plan or other types of employee
benefit plans for employees of the system.

PUBLIC-ENTITY RISK POOL. A cooperative group of governmental entities joining
together to finance an exposure, liability, or risk.  Risk may include property and liability,
workers’ compensation, or employee health care.  A pool may be a stand-alone entity or
included as part of a larger governmental entity that acts as the pool’s sponsor.

PURCHASE ORDER. A document authorizing the delivery of specified merchandise or
the rendering of certain services and the making of a charge for them.

PURCHASES METHOD. The method under which inventories are recorded as
expenditures when acquired. See CONSUMPTION METHOD.

PURE CASH CONDUIT. A term used in connection with pass-through grants.  A grantor
that merely transmits grantor-supplied moneys without having administrative or direct
financial involvement in the program.

PURPOSE RESTRICTIONS. A term used in connection with government-mandated and
voluntary nonexchange transactions.  Legal limitations that specify the purpose or
purposed for which resources are required to be used.

QUALIFIED OPINION. An opinion stating that, “except for” the effect of the matter to
which the qualification relates, the financial statements present fairly the financial
position, results of operations, and (when applicable) cash flows in conformity with
GAAP. Such an opinion is expressed when a lack of sufficient, competent evidential
matter or restrictions on the scope of the auditor’s examination have led the auditor to
conclude that an unqualified opinion cannot be expressed, or when the auditor believes,
on the basis of the examination, that (1) the financial statements contain a departure from
GAAP, the effect of which is material, (2) there has been a material change between
periods in accounting principles or in the method of their application, or (3) there are
significant uncertainties affecting the financial statements, and the auditor has decided
not to express an adverse opinion or to disclaim an opinion. See ADVERSE OPINION
and DISCLAIMER OF OPINION.
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QUASI-MUNICIPAL CORPORATION. An agency (e.g., a county or school district)
established by the state primarily to help the state to carry out its functions. Some
counties and other agencies ordinarily classified as quasi-municipal corporations have
been granted the powers of municipal corporations by their states. See MUNICIPAL
CORPORATION.

QUESTIONED COST.  A determination by an auditor that an expenditure under a grant
does not meet all of the grantor’s requirements and therefore may be subject to
disallowance and subsequent refund to the grantor.

RATE BASE. The value of utility property used in computing an authorized rate of return
as authorized by law or a regulatory commission.

RATING. In the context of bonds, normally an evaluation of credit-worthiness performed
by an independent rating service.

REAL ACCOUNT. An account, the balance of which is carried forward into the next fiscal
year (a balance sheet account).  See NOMINAL ACCOUNT.

REALIZED GAINS AND LOSSES. The cumulative effect of appreciation and
depreciation in the value of investments reported at fair value at the time those
investments are sold.

REAPPROPRIATION. The inclusion of a balance from the prior year’s budget as part of
the budget of the subsequent fiscal year.  Reappropriation is common for encumbrances
outstanding at the end of a fiscal year that a government intends to honor in the
subsequent fiscal year.

REASONABLE ASSURANCE. A term used in connection with financial auditing.  The
principle that the goal of the independent audit of the financial statements is to ensure
that financial statements are free from “material” misstatement.  The principle of
reasonable assurance rests upon the assumption that it is not cost beneficial to attempt
to ensure that financial statements are free of immaterial misstatements.

REBATABLE ARBITRAGE. A term used in connection with the reinvestment of the
proceeds of tax-exempt debt.  A requirement to remit to the federal government interest
revenue in excess of interest costs when the proceeds from the sale of tax-exempt
securities are reinvested in a taxable money market instrument with a materially higher
yield.

RECOMMENDED BUDGET. The budget document recommended to the board of
supervisors by the designated county official as the proposed budget.

RECIPROCAL INTERFUND ACTIVITY. The interfund counterpart to exchange and
exchange-like transactions.  This category includes both interfund loans and interfund
services provided and used.

RECOVERABLE EXPENDITURE. An expenditure that is made for or on behalf of
another government, fund, or department or for a private individual, firm or corporation
and that will subsequently be recovered in cash or its equivalent.



ACCOUNTING STANDARDS AND PROCEDURES

C.63

REFUND. (1) (Noun) An amount paid back or credit allowed because of an overcollection
or because of the return of an object sold. (2) (Verb) To pay back or allow credit for an
amount because of an overcollection or because of the return of an object sold. (3) (Verb)
To provide for the payment of an obligation through cash or credit secured by a new
obligation.

REFUNDING. New long-term debt issued to retire long-term debt already outstanding.
The refunding debt may be used to provide the resources for redeeming the outstanding
long-term debt, in cash, or the refunding debt may be exchanged with holders of the
outstanding debt. See ADVANCE REFUNDING.

REGISTER. A record for the consecutive entry of a certain class of events, documents,
or transactions, with proper notation of all the required details. See JOURNAL.

REGISTERED BOND. A bond whose owner is registered with the issuing government. A
registered bond cannot be sold or exchanged without a change of registration.

REGISTERED SECURITY. A security that has the name of the owner written on its face.
A registered security cannot be negotiated except by the endorsement of the owner.

REGISTERED WARRANT. A warrant which is registered by the paying officer for future
payment due to a present lack of monies and which is to be paid in the order of its
registration. In some cases, such warrants are registered when issued; in others, when
first presented to the paying officer by the holders. See WARRANT.

REGULAR SERIAL BONDS. Serial bonds in which all periodic installments of principal
repayment are equal.

REGULATED ENTERPRISES. Enterprises for which (a) rates for regulated services or
products are either established by, or subject to approval by, an independent, third-party
regulator (or the governing board itself if it is empowered by statute or contract to
establish rates that bind customers), (b) the regulated rates are designed to recover the
specific enterprise’s costs of providing regulated services or products, and (c) it is
reasonable to assume that the regulated activity can set and collect charges sufficient to
recover its costs.  Regulated enterprises have the “option” of adopting certain specialized
guidance issued by FASB.  In practice, the term “regulated enterprise” normally is applied
only to enterprises that elect this option.

REIMBURSABLE EXPENDITURES. See RECOVERABLE EXPENDITURE.

REIMBURSEMENT GRANT. A grant for which a potential recipient must first incur
qualifying expenditures to be eligible.  Reimbursement grants are also referred to as
“expenditure-driven grants.”

REIMBURSEMENTS. (1) Repayments of amounts remitted on behalf of another party.
(2) Interfund transactions that constitute reimbursements of a fund for expenditures or
expenses initially made from it that properly apply to another fund (e.g., an expenditure
properly chargeable to a Special Revenue Fund is initially made from the General Fund,
and is subsequently reimbursed). These transactions are recorded as expenditures or
expenses (as appropriate) in the reimbursing fund and as reductions of the expenditure
or expense in the fund that is reimbursed.



ACCOUNTING STANDARDS AND PROCEDURES

C.64

REINSURANCE. A transaction in which an assuming enterprise (reinsurer), for a
consideration (premium), assumes all or part of a risk undertaken originally by another
insurer (ceding enterprise).  However, the legal rights of the insured are not affected by
the reinsurance transaction, and the ceding enterprise issuing the original insurance
contract remains liable to the insured for payment of policy benefits.

RELATED ORGANIZATION. A term used in connection with defining the financial
reporting entity.  An organization for which a primary government is accountable,
because that government appoints a voting majority of the board, but is not “financially”
accountable.

RELATED PARTY TRANSACTION. A transaction that an informed observer might
reasonably believe reflects considerations other than economic self interest, based upon
the relationship that exists between the parties to the transaction.  The term often is used
in contrast to an “arm’s length transaction.”

RELATIVE ORDER OF LIQUIDITY. An order for presenting assets and liabilities on the
statement of net assets, based upon how readily they may be converted to cash or will
require the use of cash.

RELEVANCE. The principle that there should be a close logical relationship between the
financial information provided and the purpose for which it is needed.  Information is
relevant if it is capable of making a difference in a user’s assessment of a problem,
condition, or event.

RELIABILITY. The principle that financial information should be verifiable, free from bias,
and faithfully represent what it purports to represent.

REPLACEMENT COST. The amount of cash or other consideration that would be
required today to obtain the same asset or its equivalent.  See REPRODUCTION COST.

REPORT. (Noun) A statement or description. (Verb) The process of communicating
information.

REPORTABLE CONDITION. A term used in connection with financial auditing.  A
significant deficiency in internal controls discovered in the course of the financial
statement audit that must be communicated by the independent auditor to the entity’s
audit committee or its equivalent.

REPORTING ENTITY. The oversight unit and all of its related component units, if any,
that are combined in the CAFR/BFS.

REPORTING PACKAGE. A term used in connection with single audits.  A package that
the auditor must communicate to the Federal Audit Clearing House that includes (a) the
government’s financial statements, (b) the government’s supplementary schedule of
expenditures of federal awards, (c) the auditor’s reports, (d) a summary schedule of prior
audit findings, and (e) a corrective action plan.  The reporting package must be
accompanied by a special data collection form that summarizes the information
contained in the reporting package.
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REPRODUCTION COST. The cost as of a certain date of reproducing an exactly similar
new property in the same place. Sometimes this term is designated as “reproduction cost
new” to distinguish it from “depreciated reproduction cost,” which is the reproduction cost
of a given property less the estimated accumulated depreciation applicable to it. In the
absence of any modifier, however, “reproduction cost” is understood to be synonymous
with “reproduction cost new.” See REPLACEMENT COST.

REPURCHASE AGREEMENT. A generic term for an agreement in which a government
entity (buyer-lender) transfers cash to a broker-dealer or financial institution (seller-
borrower); the broker-dealer or financial institution transfers securities to the entity and
promises to repay the cash plus interest in exchange for the same securities or for
different securities.

REQUESTED BUDGET. The sum of the organizational estimates of available financing
and financing requirements for the period involved.

REQUEST FOR PROPOSAL (RFP). A formalized method used in the procurement of
services by soliciting information concerning the qualifications, experience and proposed
compensation arrangements of prospective firms. The RFP sets forth the services being
sought and requests information from firms interested in procuring the engagement.

REQUIRED SUPPLEMENTARY INFORMATION. Statements, schedules, statistical
data, or other information which, according to GASB, is necessary to supplement,
although not required to be a part of, the basic financial statements.

REQUISITION. A written demand or request, usually from one department to the
purchasing officer or to another department, for specified articles or services.

RESERVED FUND BALANCE. Those portions of fund balance that are not appropriable
for expenditure or that are legally segregated for a specific future use. See specific
examples of FUND BALANCE – RESERVED FOR _______ accounts.

RESOLUTION. A special or temporary order of a legislative body; an order of a
legislative body requiring less legal formality than an ordinance of statute. See
ORDINANCE.

RESOURCE. An element of the means available to a government to carry out its
functions and activities. This includes money, property, equipment, manpower and other
assets both tangible and intangible.

RESTRICTED ASSETS. Monies or other resources, the use of which is restricted by
legal or contractual requirements. In governmental accounting, special treatments are
applied to restricted assets arising out of revenue bond indentures in Enterprise Funds.
These are sometimes called restricted “funds” but such terminology is not preferred.

RESTRICTED NET ASSETS. A component of net assets calculated by reducing the
carrying value of restricted assets by the amount of any related debt outstanding.

RETAINED EARNINGS. An equity account reflecting the accumulated earnings of a
commercial business in the private sector.  The term is not used in governmental
accounting, which uses a “net assets” concept instead.

RETENTION. A liability account reflecting amounts due on construction contracts not
paid pending final inspection of the project or the lapse of a specified period, or both. The
unpaid amount is usually a stated percentage of the contract price.
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RETIREMENT ALLOWANCES. Amounts paid to government employees who have
retired from active service or to their survivors.

RETIREMENT FUND. See PENSION (AND OTHER EMPLOYEE BENEFITS) TRUST
FUND.

RETROSPECTIVELY (EXPERIENCE) RATED POLICY. A term used in connection with
public-entity risk pools.  An insurance policy for which the final amount of the premium is
determined by adjusting the initial premium based on actual experience during the period
of coverage (sometimes subject to maximum and minimum limits).  A retrospectively
rated policy is designed to encourage safety by the insured and to compensate the
insurer if larger-than-expected losses are incurred.

REVENUE AND CLAIMS DEVELOPMENT TREND DATA. Required supplementary
information mandated by GASB for public-entity risk pools.

REVENUE ANTICIPATION NOTE. A short-term, interest-bearing note issued by a
government in anticipation of revenues to be received at a later date.  The note is retired
from the revenues to which it is related.

REVENUE BONDS. Bonds whose principal and interest are payable exclusively from
earnings of an Enterprise Fund. In addition to a pledge of revenues, such bonds
sometimes contain a mortgage on the Enterprise Fund’s property.

REVENUE BONDS PAYABLE. A liability account which reflects the face value of
revenue bonds issued and outstanding.

REVENUES. (1) Increases in the net current assets of a governmental fund type from
other than expenditure refunds and transfers. Also, general long-term debt proceeds and
transfers in are classified as “other financing sources” rather than as revenues. (2)
Increases in the net total assets of a proprietary fund type, net total assets from other
than expense refunds, capital contributions, and transfers. Also, transfers in are classified
separately from revenues.

REVERSE REPURCHASE AGREEMENT. An agreement in which a broker-dealer or
financial institution (buyer-lender) transfers cash to a government entity (seller-borrower);
the entity transfers securities to the broker-dealer or financial institution and promises to
repay the cash plus interest in exchange for the same securities or different securities.

REVOLVING FUND. An imprest account which is accounted for as an asset of a fund.

RISK-SHARING POOLS. One of four different types of public-entity risk pools.  An
arrangement by which governments pool risks and funds and share in the cost of losses.

SALARY-RELATED PAYMENTS. A term used in connection with compensated
absences.  Payments by an employer that are directly and incrementally associated with
payments made for compensated absences on termination.  Such salary-related
payments include the employer’s share of Social Security and Medicare taxes and also
might include, for example, the employer’s contributions to pension plans.

SALVAGE VALUE. An estimate of the amount that will be realized at the end of the
useful life of an asset.
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SCHEDULE OF EMPLOYER CONTRIBUTIONS. A term used in connection with defined
benefit pension plans.  Trend data on employers’ annual required contribution to a
pension plan and actual contributions.

SCHEDULE OF FUNDING PROGRESS. A term used in connection with defined benefit
pension plans.  Trend data on the relationship between the actuarial value of pension
plan assets and the related actuarial accrued liability.

SCHEDULES. See SUPPORTING SCHEDULES.

SCOPE OF PUBLIC SERVICE. One of the criteria used to determine whether the
statements of a potential component unit should be included in the financial statements of
a reporting entity. This criterion embraces two aspects:  (1) is the activity for the benefit of
the reporting entity and/or its residents? and (2) is the activity conducted within the
geographic boundaries of the reporting entity and is it generally available to the citizens
of that entity?

SCRAP VALUE. The amount that would be realized if property were sold for its recovery
value.

SCRIP. An evidence of indebtedness, usually in small denomination, secured or
unsecured, interest-bearing or noninterest-bearing, stating that the government, under
conditions set forth, will pay the face value of the certificate or accept it in payment of
certain obligations.

SEC 2a7-LIKE POOL. An external investment pool that is not registered with the
Securities and Exchange Commission (SEC) as an investment company, but
nevertheless has a policy that it will, and does, operate in a manner consistent with the
SEC’s Rule 2a7.  Rule 2a7 allows SEC-registered mutual funds to use amortized cost
rather than market value to report net assets to compute share prices if certain conditions
are met. Those conditions include restrictions on the types of investments held,
restrictions on the term-to-maturity of individual investments and the dollar-weighted
average of the portfolio, requirements for portfolio diversification, requirements for
divestiture considerations in the event of security downgrades and defaults, and required
actions if the market value of the portfolio deviates from amortized cost by a specified
amount.

SECURITY. A negotiable or nonnegotiable instrument that signifies an ownership
interest, the right to an ownership interest, or creditor status.

SECURITIES LENDING TRANSACTIONS. Transactions in which governmental entities
transfer their securities to broker-dealers and other entities for collateral—which may be
cash, securities, or letters of credit—and simultaneously agree to return the collateral for
the same securities in the future.

SEGMENT. An identifiable activity (or grouping of activities) required to be accounted for
separately which is reported as or within an enterprise fund or another stand-alone entity
for which one or more revenue bonds or other revenue-backed debt instruments (such as
certificates of participation) are outstanding. A segment has a specific identifiable
revenue stream pledged in support of revenue bonds or other revenue-backed debt and
has related expenses, gains and losses, assets, and liabilities that can be identified.
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SEGMENT INFORMATION. In the context of governmental financial reporting, the
presentation of selected information on certain individual enterprise funds. Such
disclosures are required by GAAP for primary governments with activities meeting the
definition of segments.  See SEGMENT.

SEGREGATION OF INCOMPATIBLE DUTIES. A term used in connection with the
evaluation of internal control.  The principle that no single employee should be placed in
a position that allows that employee both to commit and to conceal an irregularity in the
ordinary course of the employee’s duties.

SELF-SUPPORTING or LIQUIDATING DEBT. Debt obligations whose principal and
interest are payable solely from the earnings of the enterprise for whose construction or
improvement the bonds were originally issued. See REVENUE BONDS.

SERIAL BONDS. Bonds whose principal is repaid in periodic installments over the life of
the issue. See REGULAR SERIAL BONDS and STRAIGHT SERIAL BONDS.

SERVICE ASSESSMENTS. Special assessment projects for operating activities that do
not result in the purchase or construction of capital assets. Often such service
assessments are for services that are normally provided to the public as general
government functions and that would otherwise be financed by the general fund or a
special revenue fund. Those services include street lighting, street cleaning and snow
plowing. Financing for these routine services typically comes from general revenues.
However, when routine services are extended to property owners outside the normal
service area of the government or are provided at a higher level or at more frequent
intervals than that provided the general public, special assessments are sometimes
levied. Only the affected property owners are charged for the additional services.

SERVICE EFFORTS AND ACCOMPLISHMENTS REPORTING. A term used by GASB
to describe the presentation of performance measures in connection with general
purpose external financial reporting.

SHARED REVENUES. Revenues levied by one government but shared on a
predetermined basis, often in proportion to the amount collected at the local level, with
another government or class of governments.

SHARED TAXES. See SHARED REVENUES.

SHORT-TERM DEBT. Debt with a maturity of one year or less after the date of issuance.
Short-term debt usually includes variable-rate debt, bond anticipation notes, tax
anticipation notes, and revenue anticipation notes.

SINGLE AUDIT. An audit performed in accordance with the Single Audit Act of 1984 and
Office of Management and Budget (OMB) Circular A-133, Audits of State and Local
Governments. The Single Audit Act allows or requires governments (depending on the
amount of federal assistance received) to have one audit performed to meet the needs of
all federal grantor agencies.

SINGLE AUDIT ACT OF 1984. Federal legislation that provides for state and local
government recipients of federal financial awards to have one audit performed to meet
the needs of all federal grantor agencies.  The Single Audit Act was amended in 1996.
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SINGLE-PROGRAM GOVERNMENTS. A term used in connection with financial
reporting.  A government that budgets, manages, and accounts for its activities as a
single program.  Single-program governments that use only governmental funds have the
option to combine their fund financial statements and their government-wide financial
statements into a single, combining presentation.

SINKING FUND. See DEBT SERVICE FUND.

SINKING FUND BONDS. Bonds issued under an agreement which requires the
government to set aside periodically out of its revenues a sum that, with compound
earnings thereon, will be sufficient to redeem the bonds at their stated date of maturity.
Sinking fund bonds are usually term bonds.

SOLVENCY TEST. A term used in connection with pension plan financial reporting.
Comparison of a pension plan’s present assets to the aggregate accrued liabilities
classified into the following categories:  (a) liability for active member contributions on
deposit, (b) liability for future benefits to present retired lives, and (c) liability for service
already rendered by active members.  In preparing this schedule, valuation assets are
arbitrarily allocated first to the liability for active member contributions on deposit, second
to the liability for future benefits to present retired lives, and third to the liability for service
already rendered by active members, regardless of the method used for allocation.

SPECIAL ASSESSMENT. A compulsory levy made against certain properties to defray
part or all of the cost of a specific capital improvement or service deemed to primarily
benefit those properties.

SPECIAL ASSESSMENT BONDS. Bonds payable from the proceeds of special
assessments. If the bonds are payable only from the collections of special assessments,
they are known as special assessment bonds. If, in addition to the assessments, the full
faith and credit of the government are pledged, they are known as general obligation
special assessment bonds.

SPECIAL ASSESSMENT LIENS RECEIVABLE. Claims a government has upon
properties until special assessments levied against them have been paid. The term
normally applies to those delinquent special assessments the government has taken
legal action to collect through the filing of claims.

SPECIAL ASSESSMENT ROLL. The official list showing the amount of special
assessments levied against each property presumed to be benefited by an improvement
or service.

SPECIAL ASSESSMENTS RECEIVABLE – CURRENT. Uncollected special
assessments that a government has levied and are due within one year and are not yet
considered delinquent.

SPECIAL ASSESSMENTS RECEIVABLE – DELINQUENT. Special assessments
remaining unpaid on and after the date to which a penalty for nonpayment is attached.

SPECIAL ASSESSMENTS RECEIVABLE – NONCURRENT. Uncollected special
assessments that a government has levied but that are not due within one year.
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SPECIAL DISTRICT. An independent unit of local government organized to perform a
single government function or a restricted number of related functions. Special districts
usually have the power to incur debt and levy taxes; however, certain types of special
districts are entirely dependent upon enterprise earnings and cannot impose taxes.
Examples of special districts are water districts, drainage districts, flood control districts,
hospital districts, fire protection districts, transit authorities, port authorities, and electric
power authorities.

SPECIAL DISTRICT BONDS. Bonds issued by a special district.

SPECIAL FUNDING SITUATIONS. A term used in connection with pensions.  A situation
in which a governmental entity is legally responsible for contributions to pension plans
that cover the employees of another governmental entity or entities.  For example, a state
government may be legally responsible for the annual “employer” contributions to a
pension plan that covers employees of school districts within the state.

SPECIAL ITEMS. Significant transactions or other events within the control of
management that are either unusual in nature or infrequent in occurrence.

SPECIAL JOURNAL. A journal in which are entered all entries of a particular type.
Examples include cash receipts journals, cash disbursement journals, and purchases
journals. See JOURNAL and GENERAL JOURNAL.

SPECIAL LIEN BONDS. Special assessment bonds that are liens against particular
pieces of property.

SPECIAL REVENUE FUND. A governmental fund used to account for the proceeds of
specific revenue sources (other than for major capital projects) that are legally restricted
to expenditure for specified purposes. GAAP requires the use of Special Revenue Funds
only when legally mandated.

SPECIAL TERMINATION BENEFITS. Benefits offered for a short period of time to
employees in connection with their termination of employment.  Special termination
benefits serve as an inducement to take early retirement, and often are used to help
alleviate near-term budgetary problems.

STANDARD COST. The predetermined cost of performing an operation or producing a
product when labor, materials and equipment are utilized efficiently under reasonable and
normal conditions. Normal conditions exist when there is an absence of special or
extraordinary factors affecting the quality or quantity of the work performed or the time or
method of performing it.

STANDARD COSTING. In the context of the valuation of capital assets, an estimate of
original cost using a known average installed cost for a like unit at the estimated
acquisition date.

STATE AND LOCAL GOVERNMENT SERIES (SLGS, “slugs”). Direct obligations of
the federal government that the U.S. Treasury issues specifically to provide state and
local governments with required cash flows at yields that do not exceed Internal Revenue
Service arbitrage limits.

STATE CONTROLLER. The elected state fiscal officer prescribed by the constitution
with such additional powers, duties, and functions as the legislature may confer or
impose upon the office.
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STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS. A financial presentation
summarizing an entity’s cash transactions in an accounting period. This statement is not
currently required by GAAP.

STATISTICAL SECTION. The third of three essential components of any comprehensive
annual financial report.  The statistical section provides a broad range of trend data
covering key financial indicators from the past 10 fiscal years (e.g., general government
revenues and expenditures, property tax collections, debt burden).  It also contains
demographic and miscellaneous data useful in assessing a government’s financial
condition.  The contents of the statistical section normally fall outside the scope of the
independent audit of the financial statements.

STATISTICAL TABLES. Presentations included in the Statistical Section of the
CAFR/CUFR providing detailed data on the physical, economic, social and political
characteristics of the reporting government.  See STATISTICAL SECTION.

STATUTE. A written law enacted by a duly organized and constituted legislative body.
See ORDINANCE, RESOLUTION, and ORDER.

STRAIGHT SERIAL BONDS. Serial bonds in which the annual installments of bond
principal are equal or nearly equal.

STRUCTURED SETTLEMENT. A term used in connection with risk financing.  A means
of satisfying a claim liability, consisting of an initial cash payment to meet specific present
financial needs combined with a stream of future payments designed to meet future
financial needs, generally funded by annuity contracts.

SUBACTIVITY. A special line of work performed in carrying out a governmental activity.
(e.g., “cleaning luminaries” and “replacing defective street lamps” would be subactivities
under the activity of “street light maintenance”).

SUBFUNCTION. A grouping of related activities within a particular governmental
function. (e.g., “police” is a subfunction of the function “public safety”).

SUBOBJECT. A subdivision within an expenditure object classification (e.g., “regular
employees” is a possible subobject classification within the “personal services – salaries
and wages” expenditure object classification).  May be used in a similar context when
revenues utilize object classifications.

SUBSIDIARY ACCOUNT. One of a group of related accounts supporting in detail the
debit and credit summaries recorded in a control account (e.g., the individual property
taxpayers’ accounts for the taxes receivable control account in the general ledger). See
CONTROL ACCOUNT and SUBSIDIARY LEDGER.

SUBSIDIARY LEDGER.  A group of subsidiary accounts, the sum of the balances of
which should equal the balance of the related control account. See GENERAL LEDGER
and SUBSIDIARY ACCOUNT.

SUBVENTION. A grant.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (SSAP).  A disclosure of
accounting policies, required by GAAP, that should identify and describe the accounting
principles followed by the reporting entity and the methods of applying those principles
that materially affect the determination of financial position, cash flows or results of
operations.   In general, the disclosure should encompass important judgments as to the
appropriateness of principles relating to the recognition of revenue and the allocation of
asset costs to current and future periods; in particular, it should encompass those
accounting principles and methods that involve any of the following: (1) a selection from
existing acceptable alternatives, (2) principles and methods peculiar to government, and
(3) unusual or innovative applications of accounting principles, including those peculiar to
government.

SUPPLEMENTARY INFORMATION. Financial information presented together with basic
financial statements that is not included within the scope of the audit of those statements.
When the presentation of certain supplementary information is mandated by the GASB, it
is referred to as “required supplementary information.”

SUPPORTING SCHEDULES. Financial presentations used: (1) to demonstrate
compliance with finance-related legal and contractual provisions; (2) to aggregate and
present in greater detail information spread throughout the financial statements (e.g.,
cash balances, investments, current and delinquent taxes); (3) to present in greater detail
information reported in the financial statements (e.g., additional revenue sources detail,
changes in general capital assets by function); and (4) to present information not
disclosed in GAAP basic financial statements (e.g., cash receipts and disbursements,
changes in Agency Fund assets and liabilities).   

SURETY BOND. A written promise to pay damages or to indemnify against losses
caused by the party or parties named in the document, through nonperformance or
through defalcation (e.g., a surety bond might be required of an independent contractor).
Surety bonds also include fidelity bonds covering government officials and employees.

SUSCEPTIBLE TO ACCRUAL. A term used in connection with the application of the
modified accrual basis of accounting.  Revenues that are collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period.

SUSPENSE ACCOUNT. An account which carries charges or credits temporarily,
pending the determination of the proper account or accounts to which they are to be
posted.

SYSTEM DEVELOPMENT FEES. See CONNECTION FEES.

TAP FEES. See CONNECTION FEES.

TAX AND REVENUE ANTICIAPATION NOTES (TRAN)

TAX ANTICIPATION NOTES. Notes or warrants issued in anticipation of collection of
taxes, usually retired only from tax collections, and frequently only from the proceeds of
the tax levy whose collection they anticipate.

TAX ANTICIPATION WARRANTS. See TAX ANTICIPATION NOTES.
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TAX CERTIFICATE. A certificate issued by a government as evidence of the conditional
transfer of title to tax-delinquent property from the original owner to the holder of the
certificate. If the owner does not pay the amount of the tax arrearage and other charges
required by law during the specified period of redemption, the holder can foreclose to
obtain title. Also called tax sale certificate and tax lien certificate in some jurisdictions.
See TAX DEED.

TAX DEED. A written instrument by which title to property sold for taxes is transferred
unconditionally to the purchaser. A tax deed is issued upon foreclosure of the tax lien and
is obtained by the purchaser at the tax sale. The tax lien cannot be foreclosed until the
expiration of the period during which the owner may redeem the property by paying the
delinquent taxes and other charges. See TAX CERTIFICATE.

TAX-EXEMPT BONDS. State and local government securities whose interest is exempt
from taxation by the federal government or within the jurisdiction issued.

TAX-INCREMENT FINANCING. Financing secured by the anticipated incremental
increase in tax revenues resulting from the redevelopment of an area.

TAX LEVY ORDINANCE. An ordinance through which taxes are levied.

TAX LIENS. Claims governments have upon properties until the taxes levied against
them have been paid. This term is sometimes limited to those delinquent taxes the
government has taken legal action to collect through the filing of liens.

TAX LIENS RECEIVABLE. Legal claims against property that have been exercised
because of nonpayment of delinquent taxes, interest and penalties. Amounts
accumulated in this account include delinquent taxes, interest and penalties receivable
thereon, and costs of converting delinquent taxes into tax liens.

TAX NOTES. See TAX ANTICIPATION NOTES.

TAX RATE. The amount of tax stated in terms of a unit of the tax base (e.g., 25 mills per
dollar of assessed valuation of taxable property).

TAX-RATE LIMIT. The maximum rate at which a government may levy a tax. The limit
may apply to taxes raised for a particular purpose or to taxes imposed for all purposes,
and may apply to a single government or to a class of governments operating in a
particular area. Overall tax-rate limits usually restrict levies for all purposes and of all
governments, state and local, having jurisdiction in a given area.

TAX ROLL. The official list showing the amount of taxes levied against each taxpayer or
property. Frequently, the tax roll and the assessment roll are combined, but even in these
cases the two can be distinguished.

TAX SUPPLEMENT. A tax levied by a local government having the same base as a
similar tax levied by a higher level of government, such as a state. The local tax
supplement is frequently administered by the higher level of government along with its
own tax (e.g., locally imposed, state-administered sales tax).

TAX TITLE NOTES. Obligations secured by pledges of the government’s interest in
certain tax liens or tax titles.
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TAXES. Compulsory charges levied by a government to finance services performed for
the common benefit. This term does not include specific charges made against particular
persons or property for current or permanent benefits, such as special assessments.
Neither does the term include charges for services rendered only to those paying such
charges (e.g., sewer service charges).

TAXES COLLECTED IN ADVANCE. A liability account reflecting taxes collected before
they are formally levied.

TAXES LEVIED FOR OTHER GOVERNMENTS. An asset account reflecting taxes that
are levied by the reporting government for other governments that, when collected, are to
be paid over to those governments.

TAXES RECEIVABLE – CURRENT. The uncollected portion of taxes which a
government has levied, which are due within one year, and which are not considered
delinquent.

TAXES RECEIVABLE – DELINQUENT. Taxes remaining unpaid on and after the date
on which a penalty for nonpayment attaches. Delinquent taxes receivable are classified
as such until paid, abated, canceled, or converted into tax liens.

TECHNICAL AGENDA. A term used in connection with the operation of GASB.  A list of
research projects formally undertaken by GASB as part of its development of
authoritative standards of accounting and financial reporting.

TECHNICAL BULLETIN. A document issued by the staff of GASB to provide guidance
for applying GASB statements and interpretations and resolving accounting issues not
directly addressed by them.  The Accounting Standards and Procedures Committee of
the County Auditor’s Association of California issues similar documents that relate to
specific accounting issues and their related treatments that are unique to California
counties.

TEMPORARY LOANS. Short-term obligations representing amounts borrowed for short
periods of time and usually evidenced by notes payable or warrants payable. They may
be unsecured or secured by specific revenues to be collected. See TAX ANTICIPATION
NOTES.

TEN PERCENT CRITERION. The first of two tests used to determine whether a given
governmental fund or enterprise fund must be reported as a major fund in the basic
financial statements.  For governmental funds, this test is applied to the total assets,
liabilities, revenues, and expenditures of all governmental funds.  For enterprise funds,
this test is applied to the total assets, liabilities, revenues, and expenses of all enterprise
funds.  The test need be met for only one of these four items.   See FIVE PERCENT
CRITERION.

TERM BONDS. Bonds that mature, in total, on one date.

TERMINATION PAYMENTS METHOD. A method of calculating the liability for earned
sick leave for which it is probable that the benefits will result in termination payments.
Under this method, the amount of the liability is estimated based on a governmental
entity’s past experience of making termination payments for sick leave, adjusted for the
effect of changes in its termination policy and other factors.

TIMELINESS. The principle that financial statements must be issued soon enough after
the reported events to affect decisions.
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TIMING DIFFERENCES. Differences between the budgetary basis of accounting and
GAAP that occur when the period used for budgeting differs from the period used for
GAAP reporting (e.g., a special revenue fund that uses a grant-year budget rather than a
fiscal-year budget).

TRADE DISCOUNT. An allowance, usually varying in percentage with the volume of
transactions, made to those engaged in certain businesses and given without respect to
when the account is paid. These discounts are commonly considered a reduction of the
sales or purchase price, not earnings. The term is not to be confused with “cash
discount.”

TRADITIONAL BUDGET. A term sometimes applied to the budget of a government
wherein expenditures are based entirely or primarily on objects of expenditure. See
PROGRAM BUDGET and PERFORMANCE BUDGET.

TRANSFERS.  See INTERFUND TRANSFERS and INTRAFUND TRANSFERS.

TRIAL BALANCE. A list of the balances of the accounts in a ledger kept by double entry,
with the debit and credit balances shown in separate columns. If the totals of the debit
and credit columns are equal or their net balance agrees with a control account, the
ledger from which the figures are taken is said to be “in balance.”

TRUST FUNDS. See FIDUCIARY FUND.

TRUSTEE. A fiduciary holding property on behalf of another.

TYPE A PROGRAM. A term used in connection with the determination of major
programs for purposes of single audits.  Type A programs are defined on the basis of the
relationship between program expenditures and total federal awards expended.

TYPE B PROGRAM. A term used in connection with the determination of major
programs for purposes of single audits.  A Type B program is any program with
insufficient program expenditures to qualify as a Type A program.

UNALLOCATED BALANCE OF APPROPRIATION. An appropriation balance available
for allotment.

UNALLOCATED CLAIM ADJUSTMENT EXPENSES. A term used in connection with
risk financing.  Costs that cannot be associated with specific claims but are related to
claims paid or in the process of settlement, such as salaries and other internal costs of
the pool’s claims department.

UNALLOCATED DEPRECIATION.  A term used in connection with the government-wide
statement of activities.  Depreciation not properly reported as a direct expense of a
functional category.

UNAMORTIZED DISCOUNTS ON BONDS SOLD. A contra-liability account used to
reflect that portion of the face value of bonds exceeding the amount received from their
sale (excluding amounts paid for accrued interest) which remains to be amortized over
the remaining life of the bonds.

UNAMORTIZED PREMIUMS ON BONDS SOLD. A liability account used to reflect that
portion of the excess of bond proceeds over exceeding par value and which remains to
be amortized over the remaining life of such bonds.
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UNAMORTIZED PREMIUMS ON INVESTMENTS. An asset account used to reflect that
portion of the excess of the amount paid for investments (excluding amounts paid for
accrued interest) over their face value which remains to be amortized over the remaining
life of such investments.

UNANTICIPATED AVAILABLE FINANCING. Material sums of available financing not
included in the budget which may legally be made available for the financing
requirements of the county.

UNAVAILABLE FUND BALANCE. That portion of the governmental-type fund equity
which is unavailable for financing the budget requirements for the accounting period
involved. This is a conventional term, which identifies the reserved and designated
portion of the fund balance, and should not be used in a GAAP financial presentation.
See UNRESTRICTED NET ASSETS.

UNBILLED ACCOUNTS RECEIVABLE. An account designating the estimated amount
of accounts receivable for service that have not yet been billed (e.g., if a utility bills its
customers bimonthly but prepares monthly financial statements, the amount of goods
sold or services rendered during the first month of the bimonthly period would be
reflected in the balance sheet under this account title).

UNCOMMITTED BALANCE OF APPROPRIATIONS. The portion of an appropriation
remaining after the deduction of expenditures and encumbrances.

UNDERLYING SECURITIES. Securities transferred in accordance with a
repurchase/reverse repurchase agreement.

UNDERSTANDABILITY. The principle that information in financial reports should be
expressed as simply as possible.

UNDERWRITER. In the context of bonds, a dealer who purchases a new issue for
resale.

UNDERWRITING. The process of selecting, classifying, evaluating, rating and assuming
risks.

UNDESIGNATED UNRESERVED FUND BALANCE. Available expendable financial
resources in a governmental fund that are not the object of tentative management plans
(i.e., designations).

UNDIVIDED INTEREST. An arrangement (also known as a “joint operation”) that
resembles a joint venture but no entity or organization is created by the participants.  An
undivided interest is an ownership arrangement in which two or more parties own
property in which title is held individually to the extent of each party’s interest.  Implied in
that definition is that each participant is also liable for specific, identifiable obligations (if
any) of the operation.  Because an undivided interest is not a legal entity, borrowing to
finance its operations often is done individually by each participant.  An additional
consequence of the absence of a formal organizational structure is that there is no entity
with assets, liabilities, expenditures/expenses, and revenues—and thus, equity—to
allocate to participants.

UNEARNED REVENUE. A type of deferred revenue account used in connection with
resources that have not yet been earned.
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UNENCUMBERED ALLOTMENT. That portion of an allotment not yet expended or
encumbered.

UNENCUMBERED APPROPRIATION. That portion of an appropriation not yet
expended or encumbered.

UNEXPENDED ALLOTMENT. That portion of an allotment not yet expended.

UNEXPENDED APPROPRIATION. That portion of an appropriation not yet expended.

UNFUNDED ACTUARIAL ACCRUED LIABILITY. The excess of the actuarial accrued
liability over the actuarial value of assets.  This value may be negative, in which case it
may be expressed as a “negative unfunded actuarial accrued liability,” the “excess of the
actuarial value of assets over the actuarial accrued liability,” or the “funding excess.”

UNIT COST. In the context of cost accounting, the cost of producing a unit of product or
rendering a unit of service (e.g., the cost of treating and purifying 1,000 gallons of
sewage).

UNLIQUIDATED ENCUMBRANCES. Encumbrances outstanding. See
ENCUMBRANCES.

UNQUALIFIED OPINION. An opinion rendered without reservation by the independent
auditor that financial statements are fairly presented.

UNREALIZED GAINS AND LOSSES. A term used in connection with the valuation of
investments.  Cumulative change in the market value of investments prior to their
disposition.

UNREALIZED REVENUES. A term used in connection with budgeting.  The difference
between estimated revenues and actual revenues.

UNRESTRICTED NET ASSETS. That portion of net assets that is neither restricted nor
invested in capital assets (net of related debt).

VALUE. As used in governmental accounting, (1) the act of describing anything in terms
of money or (2) to measure in terms of money. The term should not be used without
further qualification. See BOOK VALUE and FACE VALUE.

VARIABLE INTEREST RATE. A rate of interest subject to adjustment (e.g., the rate of
interest specified may be a percentage of the prime rate on certain set dates).

VESTING METHOD. A method of calculating the liability from earned sick leave for which
it is probable that the benefits will result in termination payments.  Under this method, the
amount of the liability is estimated based on the sick leave accumulated at the date of the
statement of position for those employees who currently are eligible to receive
termination payments, as well as other employees who are expected to become eligible
in the future to receive such payments.  In calculating the liability, these accumulations
are reduced to the maximum amount allowed as a termination payment.  Accruals for
those employees who are expected to become eligible in the future are based on
assumptions concerning the probability that individual employees or classes or groups of
employees will become eligible to receive termination payments.

VOUCHER. A written document that evidences the propriety of transactions and usually
indicates the accounts in which they are to be recorded.
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VOUCHER SYSTEM. A system which calls for the preparation of vouchers for
transactions involving payments and for the recording of such vouchers in a special book
of original entry, known as a voucher register, in the order in which payment is approved.

VOUCHERS PAYABLE. Liabilities for goods and services, evidenced by vouchers that
have been preaudited and approved for payment but that have not been paid.

VOLUNTARY NONEXCHANGE TRANSACTIONS. Transactions that result from
legislative or contractual agreements, other than exchanges, entered into willingly by the
parties to the agreement (for example, certain grants and private donations).

VOTING MAJORITY. A term used in connection with defining the financial reporting
entity.  A situation in which the number of the primary government’s appointees to a
component unit’s board is sufficient to control decisions of the component unit.

VULNERABILITY ASSESSMENT. A term used in connection with evaluations of internal
controls.  The risk-based systematic prioritization of internal control evaluations.

WARRANT. An order drawn by the legislative body or an officer of a government upon its
treasurer, directing the latter to pay a specified amount to the person named or to the
bearer. It may be payable upon demand, in which case it usually circulates the same as a
bank check; or it may be payable only out of certain revenues when and if received, in
which case it does not circulate as freely. See REGISTERED WARRANT and DEPOSIT
WARRANT.

WARRANTS PAYABLE. The amount of warrants outstanding and unpaid.

WASTING ASSETS. Mines, timberlands, quarries, oil fields and similar assets that
diminish in value by the removal of their contents.

WIDELY RECOGNIZED AND PREVALENT PRACTICE. A term used in connections
with the hierarchy of GAAP for state and local governments.  The principal that
accounting and financial reporting practice should itself serve as a source of GAAP in the
absence of higher level guidance.

WORK IN PROCESS. The cost of partially completed products manufactured or
processed, such as a partially completed printing job. Sometimes referred to as “work in
progress.” See CONSTRUCTION IN PROGRESS.

WORK IN PROGRESS. See CONSTRUCTION IN PROGRESS and WORK IN
PROCESS.

WORK ORDER. A written order authorizing and directing the performance of a certain
task and issued to the person who is to direct the work. Among the items of information
included on the order are the nature and location of the job, specifications of the work to
be performed, and a job number, which is referred to in reporting the amount of labor,
materials and equipment used.

WORK PROGRAM. A plan of work proposed to be done during a particular period by the
administrative agency in carrying out its assigned activities.

WORK UNIT. A fixed quantity that will consistently measure work effort expended in the
performance of an activity or the production of a good.

WORKING CAPITAL FUND. See INTERNAL SERVICE FUND.
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YELLOW BOOK. A term used in connection with public-sector auditing.  A non-technical
term commonly used to describe the General Accounting Office’s publication,
Government Auditing Standards.

YIELD. See EFFECTIVE INTEREST RATE.

YIELD-MAINTENANCE REPURCHASE/REVERSE REPURCHASE AGREEMENT. A
type of dollar repurchase/reverse repurchase agreement in which the securities returned
provide the seller-borrower with a yield specified in the agreement. See REPURCHASE
AGREEMENT and REVERSE REPURCHASE AGREEMENT.

ZERO-COUPON DEBT. Deep discount debt issued with a stated interest rate of zero
percent.


