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GLOSSARY OF TERMS 
 

[A] 
 

ACCRUAL BASIS - Method of accounting in which transactions are recognized at the time 
they are incurred as opposed to when cash is received or spent. 
 
AD VALOREM TAX - A tax based on value (e.g., a property tax). 
 
ADOPTED BUDGET - The official expenditure plan as authorized by the Town Council for 
a specified fiscal year. 
 
APPROPRIATION - An authorization made by the Town Council permitting officials to 
incur obligations and make expenditures for specific purposes.  Appropriations are usually 
for fixed amounts and are typically granted for a one-year period. 
 
ASSESS - To establish an official property value for taxation. 
 
ASSESSED VALUATION - A valuation set upon real estate or other property by a 
government as a basis for levying taxes. 
 
ASSET - A probable future economic benefit obtained or controlled by a particular entity as a 
result of past transactions or events. 
 
AUDIT - A systematic collection of the sufficient, competent evidential matter needed to 
attest to the fairness of management’s assertions in the financial statements or to evaluate 
whether management has efficiently and effectively carried out its responsibilities.  The 
auditor obtains this evidential matter through inspection, observation, inquiries and 
confirmations with third parties. 
 
AUTHORIZED BONDS - Bonds that are legally authorized to be sold which may or may 
not have been sold. 
 

[B] 
 

BALANCED BUDGET – A budget is balanced when current expenditures are equal to 
revenues. 
 
BOND ANTICIPATION NOTES (BANs) - 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. 
 
BOND (DEBT INSTRUMENT) - A written promise to pay a specific sum of money, 
principal plus interest, within a specific period of time (maturity date).  Bonds are typically 
used for long term debt to pay for specific capital expenditures. 
 
BONDS AUTHORIZED AND UNISSUED - Bonds that have been authorized legally but 
not issued and that can be issued and sold without further authorization. 
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GLOSSARY OF TERMS, continued 
 

BUDGET - A financial plan containing estimated expenditures and revenues to cover those 
expenditures for a specified period of time, usually a fiscal year. 
 
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 ORDINANCE - Legal instrument used by the Town Council to establish spending 
authority for the Town. 
 

[C] 
 

CAPITAL EXPENDITURE BUDGET - A financial plan for proposed capital expenditures 
and the means of financing them.  The capital expenditure budget is the first year of the 
Capital Expenditure Plan and must be adopted by Ordinance. 
 
CAPITAL EXPENDITURE PLAN (CEP) - A long-range plan covering 5 years which outlines 
proposed capital improvement projects, estimates their costs and identifies funding sources 
for those projects. 
 
CAPITAL NON RECURRING (CNR) - An account established to pay for capital needs on a 
“cash” basis in lieu of borrowing funds through the issuance of debt financing. 
 
CAPITAL PROJECT - A project which is expected to have a useful life of 5 years or more 
and which constitutes an expense in excess of $110,000. 
 
COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) - The annual financial report 
of a government that contains, at a minimum, three sections:  1) introductory, 2) financial, 
and 3) statistical, and whose financial section provides information on each individual fund 
and component unit. 

[D] 
 

DEBT SERVICE - Payment of interest and repayment of principal to the holders of the 
Town’s bonds. 
 
DEBT SERVICE FUND - Governmental fund type used to account for the accumulation of 
resources for, and the payment of, general long-term debt principal and interest. 
 
DEFERRED COMPENSATION PLANS - Retirement 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. 
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GLOSSARY OF TERMS, continued 
 

DEFINED BENEFIT PENSION PLAN - A pension plan that defines an amount of pension 
benefit to be provided, usually as a function of one or more factors, such as age, years of 
service and final average compensation. 
 
DELINQUENT TAXES - Taxes remaining unpaid on and after the date to which a penalty 
for nonpayment is attached. 
 
DEPRECIATION - In accounting, is the process of allocating in a systematic and rational 
manner the cost of a capital asset over the period of its useful life. 
 

[E] 
 

EFFICIENCY – Indicator of how well an organization is using its resources, expressed as a 
ratio between input and outcome or output. 
 
ENCUMBRANCE - A reserve of financial resources (i.e. purchase order) that will be used to 
pay for specified goods and services that have not yet been delivered. 
 
ENTERPRISE FUND – Proprietary fund type used to report an activity for which a fee is 
charged to external users for goods or services. 
 
EXPENDITURES - The total amount of funds paid out by a government to acquire various 
goods and services. 
 
EQUALIZED MILL RATE - The adjusted tax levy divided by the equalized net Grand List. 
 
EQUALIZED NET GRAND LIST - The estimate of the market value of all taxable property 
in a municipality. 
 

[F] 
 

FIDUCIARY FUND - Funds used to account for assets in a trustee or agency capacity for 
others and which therefore cannot be used to support the government’s own programs. 
 
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. 
 
FIXED ASSETS - Long-lived tangible assets obtained or controlled as a result of past 
transactions, events or circumstances.  Fixed assets include buildings, equipment, 
improvements other than buildings and land.  In the private sector, these assets are referred 
to most often as property, plant and equipment. 
 
FIXED COSTS - Cost 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). 
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GLOSSARY OF TERMS, continued 
 

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. 
 
FUNCTION - A group of related activities aimed at accomplishing a major service or 
regulatory program for which a government is responsible (e.g., public safety). 
 
FUND - A fiscal and accounting entity, with a self-balancing set of accounts, segregated for 
the purpose of carrying on specific activities or attaining certain objectives in accordance with 
special regulations, restrictions or limitations. 
 
FUND BALANCE - The difference between fund assets and liabilities reported in a 
governmental fund. 
 
FUND TYPE - Any one of eleven classifications into which all individual funds can be 
categorized. Governmental fund types include the general fund, special revenue funds, debt 
service funds, capital projects funds, and permanent funds.  Proprietary fund types include 
enterprise funds and internal service funds.  Fiduciary fund types include pension (and other 
employee benefit) trust funds, investment trust funds, private-purpose trust funds, and 
agency funds. 
 

[G] 
 

GASB #34 - Government Accounting Standards Board (GASB) Statement #34, Basic Financial 
Statements - and Management’s Discussion and Analysis - for State and Local Governments - a 
pronouncement issued by the GASB in June 1999, establishing a whole new financial 
reporting framework, or governmental financial reporting model, for state and local 
governments. 
 
GENERAL FUND - The fund supported by taxes, fees and other revenues that may be used 
for any lawful purpose.  The general fund accounts for all financial resources except those 
required to be accounted for in another fund. 
 
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) - GAAP refers to a set of 
accounting rules and procedures used by governmental agencies to account for the receipt 
and expenditure of funds. 
 
GENERAL OBLIGATION BONDS - Bonds issued by the government that are secured by 
the issuers full faith and credit. 
 
GRAND LIST - Compilation of all taxable and non-taxable real estate, personal property, 
and motor vehicles within the boundaries of the Town of Cheshire.  This list shows all gross 
assessments and exceptions and is filed in the Town Clerk’s Office by the Assessor annually 
by January 31st, unless otherwise specifically provided by law. 
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GLOSSARY OF TERMS, continued 

 

GRANT - A contribution by a government or other organization to support a particular 
function or program (i.e. education). 
 
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. 
 

[I] 
 

INPUT – The amount of resources used to produce a program or provide a service, generally 
expressed in expenditure or labor units. 
 
INTERNAL SERVICE FUND – Proprietary fund type that may be used to account for the 
financing of goods or services provided by one department to another on a cost-
reimbursement basis. 
 

[J], [K], [L] 
 
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 a government. 
 

[M] 
 

MILL - One one-thousandth of a dollar of assessed value. 
 
MILLAGE - Rate used in calculating taxes based upon the value of property, expressed in 
mills per dollar of property value. 
 
MODIFIED ACCRUAL - A method of accounting for recording the receipt and expenditure 
of funds in which revenues are recorded when the amount becomes measurable and 
available to pay current liabilities and expenditures are recorded when the liability is actually 
incurred. 
 

[N] 
 

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). 
 

[O] 
 

OBJECT/OBJECT OF EXPENDITURE - As used in expenditure classification, 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). 
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GLOSSARY OF TERMS, continued 
 

OPERATING BUDGET - Plans for current expenditures and the proposed means of 
financing them.  The annual 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. 
 
OPERATING RESULTS - The amount by which actual revenues varied from budgeted 
revenues and actual expenditures varied from budgeted expenditures, aggregated in total, 
during a fiscal period. 
 
ORDINANCE - A formal legislative enactment by the governing body 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. 
 
OUTCOME – Indicator of how well a program or service is accomplishing its mission. 
 
OUTPUT - The amount of a service or program provided expressed in units of service 
delivered. 
 

[P] 
 

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 MEASURE – A systematic collection of data measuring an organization’s 
effectiveness and efficiency in delivering a service. 
 
P.I.L.O.T. - An acronym for payment in lieu of taxes. 
 
PROPERTY TAX - A tax levied on the value of real property set annually by the Town 
Council to fund general government expenditures.  The property tax is expressed as a dollar 
value per $1,000 of assessed valuation. 
 

[Q], [R] 
 

REFUNDING BONDS - Bonds issued to retire bonds already outstanding. The refunding 
bonds may be used to provide the resources for redeeming outstanding bonds, or the 
refunding bonds may be exchanged with the holders of the outstanding bonds. 
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GLOSSARY OF TERMS, continued 
 
RESOLUTION - A special or temporary order of a legislative body; an order of legislative 
body requiring less legal formality than an ordinance or statute. 
 
REVALUATION - Involves the reappraisal of all real estate in town in order to bring about 
uniformity in property valuations and to assure all property owners that they are paying 
only their fair share of taxes. 
 
REVENUES - The gross income received by a government to be used for the provision of 
programs and services. 
 

[S] 
 

SPECIAL ASSESSMENT - A compulsory levy made against certain properties to defray all 
or part of the cost of a specific capital improvement or service deemed to benefit primarily 
those properties. 
 
STATUTE - A written law enacted by a duly organized and constituted legislative body. 
 
SURPLUS - The amount by which revenues exceed expenditures during a fiscal period. 
 

[T] 
 

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). 
 
TRANSFERS - Movement of funds from one distinct accounting entity to another. 
 

[U], [V], [W], [X], [Y], [Z] 
 

# 
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