
Glossary of Terms  FY18-19
 
Account, General Ledger – the City maintains a chart of accounts, each divided into 5 sections. 

• Fund number, three digits identifying segregated sets of records (e.g. the General Fund is 101). 
• Department number, two digits identifying the responsible department (e.g. the Finance 

department is 60). 
• Division number, three digits identifying service divisions for each department (e.g. the Code 

Enforcement division of Public Safety is 592). 
• Program number, three digits identifying a specific program of services (e.g. the Litigation Legal 

Services program is 112). 
• Object number, four digits identifying the specific type of asset, liability, revenue or expenditure 

(e.g. Professional Service expenditures is 6004). 
 
Appropriation – authorization to expend money.  Appropriations are established by resolution. 
 
Assessed Valuation – the value of real property set by the County Assessor, used as the basis to 
calculate property tax due for each parcel.  California Proposition 13 limits annual increases of assessed 
valuation to the lesser of two percent, or the increase in the Consumer Price Index. 
 
Budget – a quantified policy implementation plan adopted by the legislative body.  The plan allocates 
resources to provide services, and is adopted for one fiscal year at a time. 
 
Budget Control – authority thresholds established by the governing body. 
 
Capital Asset – an asset with a useful life of more than one year.  Capital assets can be tangible property 
such as a roadway or photocopier; or intangible property such as a software license. 
 
Capital Improvement Plan – a financial plan of proposed capital improvement projects to construct or 
rehabilitate pubic assets such as roadways and park buildings. 
 
Deficit – an excess of appropriated expenditures over estimated revenues available.  Deficit spending 
will reduce accumulated fund balance. 
 
Employee Compensation – the cost to compensate a City employee, including wages and benefits such 
as pension and health insurance. 
 
Encumbrance – a reservation of an appropriation for a specific vendor and amount to control the 
expenditure of funds.  An encumbrance is established with a Purchase Order. 
 
Expenditure and Expense – the amount of resources spent for goods or services. 
 
Fee – a charge to an individual for City specific service provided.  State law limits the fee amount to the 
cost of providing the service.  In other words, the City cannot charge fees to derive a profit.  An example 
of a fee is the charge imposed to provide inspect a building for compliance with laws. 
   
Fiscal Year – the annual financial period beginning with July 1 and ending with June 30. 
 
Franchise – a privilege granted by the legislative body to operate in the public right of way.  For 
example, franchises are granted to public utility companies in exchange for a franchise tax payment. 
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Fund – a segregated set of self-balancing financial records.  The General Fund accounts for all general 
revenues that are not restricted by law or agreement to a specific purpose.  Money deposited in the  
 
Fund Balance – the balance of assets minus liabilities within each fund.  Fund balance may be non-
spendable in form (e.g. an account receivable that has not yet been collected), designated, committed 
or assigned for specific future expenditures. 
 
Gann Limit – Article XIIIB of the California Constitution limits the appropriation for the expenditure of 
tax proceeds.  The limit controls the growth of government spending and must be calculated for each 
fiscal year. 
 
General Fund – may be used for any expenditure of the City.  Special Revenue Funds have been 
established to account for the receipt and expenditure of restricted monies. 
 
Grant – a contribution from another governmental entity such as federal, state or county.  Expenditure 
of grant money is typically restricted by both use and time. 
 
Infrastructure – public facilities including roadways, sewers, storm drains, parkland, and buildings. 
 
Internal Control – methods and procedures established to safeguard assets, the legal disbursement of 
public funds, and the accuracy of financial reporting. 
 
Municipal Code – the City’s local law established and modified by City Council ordinance. 
 
Operating Budget – the spending plan for routine or annual operations and services of the City. 
 
Ordinance – formal legislative action of the City Council.  An ordinance has the full force and effect of 
law within City boundaries, unless it is in conflict with a higher form of law, such as state statute or 
constitutional provision. 
 
Resolution – formal documentation of legislative body action.  Resolutions are used to adopt and 
modify the budget, approve disbursements, and accept grants. 
 
Restricted – funds are restricted when the law, outside agencies or legal obligations places restrictions 
on the use of the money.  For example, Gas Tax can only be used for street maintenance activities. 
 
Tax – compulsory charge levied by a government to finance services performed for common benefit.  
For example, property tax can be used for any expenditure of the City, including police service and park 
maintenance. 
 
Transfers – monies transferred from one fund to another to finance activities of that fund.  For example, 
the General Fund may transfer money to a special revenue fund to subsidize expenditures when the 
restricted revenue source is insufficient. 
 
Trust Deposit – money held by the City in a trustee capacity.  For example, a developer may deposit 
money held by the City to ensure project planning complies with the law.  Charges against the deposit 
may include City staff time or the cost of consultants used by the City. 
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