
GLOSSARY OF TERMS

A D O P T E D O P E R A T I N G
B U D G E T F I S C A L Y E A R

2 0 0 9

24_Appendix Terms Index_90.qxd:23_Appendix Terms Index.qxd  8/20/08  1:32 PM  Page 10





24.6

A
Accrual Basis of Accounting
A method of accounting that recognizes the financial effect of
transactions, events, and interfund activities when they occur,
regardless of the the timing of related cash flows.

Ad Valorem Tax
(which means "according to its value.") A state or local govern-
ment tax based on the value of real property as determined by the
county tax assessor. In the State of California, Proposition 4 limits
Ad Valorem taxes. Proposition 13 limits property tax to 1 percent
of the assessed valuation of the property.

Adopted Budget
The City Council approved annual budget establishing the legal
authority for the expenditure of funds as set forth in the adopting
Council budget resolution.

Affiliated Agency
A legally separate\entity which, because its operations are
substantively part of the City's mission and operations, and because
the City bears responsibility and accountability for fiscal matters
of the entity, is budgeted for and reported on by the City in its
budgetary and financial statements.

Agency Fund
See Fund, this section.

Appropriation
An authorization by the City Council to make expenditures/expenses
and to incur obligations for a specific purpose within a specific time
frame.

Assessed Valuation
A dollar value placed on real estate or other property by Los
Angeles County as basis for levying property taxes.

Assets
Physical items owned by the City for which a value has been
attached.

Audit
An examination and evaluation of the City's records and
procedures to ensure compliance with specified rules and
regulations, best practices. The City Charter requires a yearly
independent financial audit, by an independent certified public
accountant that forms an audit opinion regarding the legitimacy
of transactions and internal controls. The City complies with
provisions of the Single Audit Act of 1984 and US Office of
Management & Budget (OMB) Circular A-128, which review
federal financial assistance, internal controls and compliance
with federal laws and regulations. Internal Audits to ensure
conformity to the City's investment and other corporate polices,
and Management Audits and evaluations of managerial efficiency
and effectiveness, are also ongoing. (See also CAFR).

B
Balanced Budget
When the total of revenues and other financing sources is equal to
or greater than the total of expenditures and other financing uses,
the budget is balanced.

Basis of Accounting
The timing of recognition, that is, when the effects of transactions or
events are recognized for financial reporting or budgeting purposes.
The three basis of accounting for governmental agencies are: (1) cash
basis (when cash is received or paid), (2) accrual basis (when the
underlying transaction or event takes place), and (3) modified accrual
basis (revenues are recognized in the accounting period in which they
become available and measurable and expenditures are recognized in
the accounting period in which they become available and measurable
and expenditures are recognized in the accounting period in which the
fund liability occurred).

Bond
A written promise issued by the City to pay a specific sum of
principal amount, at a specific date(s) in the future, together with
periodic interest at a special rate to raise capital, usually to pay
for the construction of long-term infrastructure projects. Two
major types of bonds include General Obligation Bonds and
Revenue Bonds.

Bond Proceeds
Funds received from the sale or issuance of bonds.
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Bonded Debt
The amount at which a bond or note is bought or sold above its
par value or face value without including accrued interest.

Budget
A plan of financial operation comprised of estimated expenditures
for a given period (usually a single fiscal year) and the proposed
means of financing the expenditures (through revenues).

Budget Preparation
Process by which the annual fiscal spending plan is prepared by
City staff for presentation as the City Manager's Recommended
Budget to the City Council. City Charter requires that presentation
of the City Manager's Recommended Budget occur on or before the
third Monday in May.

Budget Review Process
Process by which the Recommended Budget is discussed and
finalized in Public Hearing by the City Manager and City Council.

C
CD
Certificates of Deposit. Investment vehicles issued by nationally or
state charted banks or state or federal savings institutions.

Capital Budget
A financial plan showing planned expenses, and revenues associat-
ed with those expenses, for purchase or construction of capital
improvements which have a useful life of over a year. The City of
Pasadena prepares a six-year plan called the Capital Improvement
Program (CIP) Budget. Appropriations are added to projects each
fiscal year as the CIP is adopted.

Capital Expenditures
Money spent to purchase or construct capital improvement projects.

Capital Improvements
A permanent physical addition to the City's assets including the
design, construction, and/or purchase of lands buildings, facilities,
or major renovations.

Capital Outlay
A budget appropriation category for equipment having a unit cost of
more than $10,000 and an estimated useful life of over one year.

Capital Projects Fund
See Fund, this section.

Cash Basis Accounting
A basis of accounting under which transactions are recognized
only when cash is received or disbursed.

Certificates of Participation (COPs)
Debt instruments used to raise revenue for the City to fund
items or activities such as equipment purchases or capital projects.
Specific City assets or operating revenues are pledged to
guarantee payment of the certificates.

Charges for Services
Reimbursement for services rendered to the public or to some
other program/fund in the City.

City Charter
The legal authority granted by the State of California establishing
the entity known as the City of Pasadena and giving it the ability
to provide services and collect revenue to support those services.

City Manager's Transmittal Letter
A general discussion of the budget. The letter contains an explana-
tion of principal budget items and summaries.

Community Development Block Grant (CDBG)
A federal intergovernmental transfer program to state and local
governments, which provides minimally- restricted grant moneys for
the provision of local health, human service, housing, education and
public welfare needs. The grants are minimally restricted in that the
federal government allows the local government to determine the
grant uses. Pasadena makes this determination by performing a
needs assessment and then conducting public grant award hearings.
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Comprehensive Annual Financial Report (CAFR)
A yearly report published by the Director of Finance in accordance
with Section 907.5 of the City Charter. It provides the Council,
residents and other interested parties with information on the finan-
cial position of the City and its various agencies and funds. Report
contents include a statement of the financial position of the City, a
summary of adopted, amended, and previous fiscal years,
tabulations of unfunded obligations; amounts paid to retirement
systems, and all available reports by the City's independent auditors.

Consumer Price Index (CIP)
A statistical description of price levels provided by the US
department of Labor. The change in this index from year to year is
used to measure the cost of living and economic inflation.

Corp Bond or Corporate Bond
Debt issued by corporations.

D
Debt Service
The payment of principal and interest on an obligation resulting
from the insurance of bonds, notes, or certificates of participation.
Details of expenditures can be found in the Non-Departmental
section of the Operating Budget.

Debt Service Requirements
The amount of money required to pay interest on outstanding
debt and required contributions to accumulate moneys for future
retirement of bonds.

Deficit
An excess of expenditures or expenses over revenues (resources)
during a single accounting period.

Department
A major organizational group of the City with overall management
responsibility for an operation or a group of related operations
within a functional area.

Departmental Expenditures
Planned spending by individual departments in the City associated
with the provision of services and programs to the public.

Depreciation
(1) Expiration in the service life of capital outlay assets attributable
to wear and tear, deterioration, action of the physical elements,
inadequacy or obsolescence. (2) The portion of the cost of a capital
asset that is charged as an expense during a particular period.

Direct Costs
Expenses associated with the actual provision of a service
or program.

Division
An organizational subgroup of a department.

E
Encumbrance
A legal obligation or commitment to expend resources in the future
for a service or item, such as a long-term contract or purchase
order. The use of encumbrances helps prevent overspending and
provides officials with information on the amount of money
remaining to be spent.

Enterprise
Governmental entities that operate in a manner similar to, and
provide services competitive with, those of private business
enterprises. Enterprises are self-supporting - service fees rather
than taxes or transfers are used to fund the business on a
continuing basis.

Environmental Advisory Commission
The Commission provides policy advice for promoting environmental
stewardship and urban sustainability in accordance with the United
Nations Urban Environmental Accords.

Expenditures
Decreases in net financial resources. Expenditures include current
operating expenses, which require the current or future use of net
current assets, debt service and capital outlays.

Expenses
Decreases in net total assets. Expenses represent the total cost
of operations during a period regardless of the timing of related
expenditures.
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F
Fed Agencies
Federal Agency or United States government-sponsored enterprise
obligations, participations, or other instruments, including those
issued by or fully guaranteed as to principal and interest by the
federal agencies or United States government-sponsored enterprises.

Fiduciary
See Fund, this section.

Fire & Police Retirement System (FPRS)
A City retirement system which is no longer available to new
employees, but continues to pay out money to a small number of
beneficiaries.

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, the results of its operations, and adopts a budget for
the coming year. The City of Pasadena's fiscal year is July 1 to
June 30.

Full Time Equivalent (FTE)
The conversion of part-time employee hours to an equivalent of a
full-time position. For example: one person working half time would
count as 0.5 FTE.

Fund
A fund is defined as an independent fiscal and accounting entity
with a self-balancing set of accounts, recording resources, related
liabilities, obligations, reserves and equities segregated
for the purpose of carrying out specific activities or attaining
certain objectives in accordance with special regulations,
restrictions or limitations. Pasadena uses the following fund types
and account groups:

Fund Balance
The amount of financial resources immediately available for use.
Generally, this represents the excess of unrestricted current assets
over current liabilities.

Governmental Fund Types
•General Fund is the general operating fund of the City and

accounts for all unrestricted financial resources except those
required to be accounted for in another fund.

•Special Revenue Funds account for the proceeds of specific
revenue sources (other than expendable trusts or capital
projects) that are restricted by law or administrative action to
expenditures for specified purposes.

•Debt Service Funds account for the accumulation of resources
for, and the payment of, interest and principal on general
long-term debt and related costs.

•Capital Project Funds account for financial resources segregated
for the acquisition, construction, and renovation of major capital
projects or facilities (other than those financed by proprietary
fund types).

Proprietary Fund Types
•Enterprise Funds account for operations in a manner similar to

private business enterprises where the intent is that the costs
(expenses, including depreciation) of providing goods or services
to the general public on a continuing basis is to be financed or
recovered primarily through user charges.

• Internal Service Funds account for the financing of goods or serv-
ices provided by one department or agency to other
departments or agencies of the City or to other governmental
units on a cost-reimbursement basis.

Fiduciary Fund Types
•Agency Funds account for assets held by the City as trustee or

agent for individuals, private organizations, other governmental
units, and /or other funds. These funds are custodial in
nature (assets correspond with liabilities) and do not involve
measurement of results of operations.

Account Groups
•General Fixed Asset Group accounts for and controls all City

general fixed assets, other than those in the proprietary funds, of
long-term character such as land, buildings and structures, and
major equipment.

• General Long-Term Debt Account Group accounts for the City's
outstanding long-term liabilities that are expected to be paid from
future revenues of the governmental funds.
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G
Gann Appropriations Limit
Article XIII-B of the California State Constitution provides limits
regarding the total amount of appropriations in any fiscal year
from tax proceeds.

General Fund
See Fund, this section.

General Obligation Bond (G.O.)
A bond secured by a pledge of the issuer's taxing powers (limited
or unlimited). More commonly the general obligation bonds of
local governments are paid from ad valorem property taxes
and other general revenues. Considered the most secure of all
municipal debt. Limited in California by Proposition 13 to debt
authorized by a vote of two thirds of voters in the case of local
governments or a simple majority for state issuance.

Generally Accepted Accounting Principles (GAAP)
Uniform minimum standards of/and guidelines for financial
accounting and reporting. They govern the form and content of the
basic financial statements of an entity. GAAP encompasses the
conventions, rules, and procedures necessary to define accepted
accounting practices at a particular time.

They include not only broad guidelines of general application, but
also detailed practices and procedures. GAAP provides a standard
by which to measure financial presentations.

Governmental Fund Types
See Fund, this section.

Grant
Contributions, gifts of cash, or other assets from another
governmental entity to be used or expended for a specific purpose,
activity, or facility. An example is the Community Development
Block Grant provided by the Federal Government.

I
Interfund Transfers
These budgetary transactions consist of quasi-external transactions
which would be treated as revenues and expenditures if they
involved organizations external to the governmental unit,
reimbursements of expenditures initially made in one fund which
are attributable to another fund, and operating transfers where
monies are appropriated from one fund to another fund to reimburse
expenses which are of benefit to the first fund.

Infrastructure
Physical facilities on which an entire community depends, such as
sewers, storm drains, streets, buildings, utility lines and parks.

Intergovernmental Revenue
Revenue collected by one government and distributed (usually
through some predetermined formula) to another level of
government(s).

Internal Services Charges
Charges used to account for the services provided by one
department to another on a cost-reimbursement basis. These
charges are accounted for in a separate fund, which is profit and
loss oriented.

J
Joint Powers Authority (JPA)
A JPA is formed when it is to the advantage of two or more
public entities with common powers to consolidate their forces to
acquire or construct a joint-use facility.

L
LAIF
Local Agency Investment Fund. An investment pool managed by
the State of California.

LEED
The Leadership in Energy and Environmental Design (Leed) Green
Building Rating System is a voluntary, consensus-based national
standard for developing high-performance and sustainable buildings.
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Legal Debt Limit
In accordance with City Charter section 910, the City is
subject to a bonded debt limit, for any amount which, in the
aggregate, may not exceed 15 percent of the assessed value
of all real and personal property in the City subject to taxation for
municipal purposes. For purposes of this limit, indebtedness is
evidenced by general obligation bonds issued by the City. Each
year, the legal debt limit is calculated by the Director of Finance.

M
MBS/GNMA
Mortgage-backed securities including mortgage pass-through
securities and collateralized mortgage obligations.

Modified Accrual Basis
The accrual basis of accounting where revenues are recognized
when they become both "measurable" and "available" to finance
expenditures of the current period. All governmental funds and
agency funds are accounted for using the modified accrual basis
of accounting.

Muni
Municipal securities, bonds, notes, warrants or other vehicle payable
solely out of the revenues from a revenue-producing property owned,
controlled, or operated by a local governmental agency.

Municipal Code
A book that contains the City Council approved ordinances
currently in effect. The Code defines City policy with respect to
areas such as planning, etc.

N
Non-Regular Employees
City employees, usually part-time or temporary workers, who
receive no medical, dental or retirement benefits.

O
Operating Budget
A financial, programmatic and organizational plan for furthering
the goals of the City Council through the departments of the City,
which does not include one-time capital improvements projects.

Operating Transfers
Legally authorized transfers from a fund receiving revenue to the
fund through which the resources are to be expended, such as
transfers from the General Fund to a Special Revenue or Capital
Projects Fund.

Ordinance
A formal legislative enactment by the City Council. It has the full
force and effect of law within City boundaries unless pre-empted
by a higher form of law.

Organization Chart
A pictorial representation of the administrative and functional
structure of a City unit.

P
Pasadena Community Development Commission (PCDC)
A body succeeding the Pasadena Redevelopment Agency in 1981,
whose purpose is to revitalize older neighborhoods, stimulate
production of additional housing, encourage economic growth
and create new jobs for Pasadena residents (see Redevelopment
Agency).

Pasadena Housing Authority (PHA)
Formerly known as the Local Housing Authority (LHA), this body
administers the City's federally funded housing programs under
contract with the United States Department of Housing and Urban
Development (HUD).

Performance Measures
Data collected regarding program results, which indicate the level
of achievement of a desired result.

Performance Target
The level of achievement towards desired program results expected
for the stated fiscal year.

Personnel Expenses
Compensation paid to, or on behalf of, City employees for salaries
and wages, overtime and benefits.

Principal
The face value of a bond, exclusive of interest.
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Program Budget
A budget organized by programs. A program used in this
application is a grouping of related activities, projects and services
that are similar in purpose. The expenditure focus of a program
budget is related to the nature of work and services performed.

Program/Section
Level at which the City Council appropriates funds within a
department. In general, programs refer to distinct work units or
service providing groups within departments.

Property Maintenance Ordinance
A program established to address code compliance complaints
received on commercial and residential properties.

Property Tax
A tax levied on real estate and personal property.

Property Transfer Tax
A tax assessed on all real property transfers at the current rate of
$.55 per $500 in assessed value, and is collected at the time of
the transfer with the County receiving half the
collected amount.

Public Employees Retirement System (PERS)
Statewide retirement system that covers most City of Pasadena
employees.

R
Recommended Budget
The draft financial budget document detailing the City Manager's
recommended spending plan for the next fiscal year. The
Recommended Budget is reviewed and modified by the City
Council before formal adoption as the Adopted Operating Budget.

Redevelopment Agency
A legislatively established subdivision of government established
to revitalize blighted and economically depressed areas of a
community and to promote economic growth (see Pasadena
Community Development Commission). Tax Allocation Bonds are
issued to pay the cost of land and building acquisition and their
redevelopment and are repaid by the incremental increase in
property tax revenues produced by the increased assessed value

of the area after redevelopment. Redevelopment agencies may
also sell Housing Mortgage Revenue Bonds to finance housing
units within an area, a fixed percentage of which must be for
low-cost housing.

Refunding Bond
The issuance of a new bond for the purpose of retiring an already
outstanding bond issue.

Regular Employees
City employees, usually full-time, who receive some form of
medical, dental and retirement benefits.

Rep or Repurchase Agreements
A purchase of securities by a local agency pursuant to an
agreement by which the counterparty seller will repurchase the
securities on or before a specified date and for a specified amount.

Reserves
A portion of the fund balance set aside for a specific purpose.

Resolution
A special order of the City Council which has a lower legal
standing than an ordinance.

Resources
Supply of funds to be used in paying for planned expenditures.

Retained Earnings
An equity account reflecting the accumulated earnings of
Proprietary Fund types. For budgeting purposes, the working
capital definition of fund balance is used.

Revenue
Moneys that the City receives as income such as tax payments,
fees from specific services, receipts from other governments, fines,
forfeitures, grants, rents and interest income.

Revenue Bond
A municipal bond whose debt service is payable solely from
the revenues received from operating the facilities acquired or
constructed with the proceeds of the bonds.
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S
Salary Resolution
Document approved by the City Council detailing employee
classifications and associated salary rates.

Senate Bill 481 (SB481)
A complex bill passed by the California Legislature in FY 1988
allowing the City to divert some funds received from
Redevelopment Areas to fund the Fire and Police Retirement System
(FPRS). Provisions require the City to set aside significant funds for
the provision of low and moderate income housing.

Securities
A legal document of a financial nature. Securities can be ownership of
a company (as in stocks), or statements of indebtedness (as in bonds,
notes payable), a right (options), or any other financial arrangement
to exchange payment and title or rights for some benefit.

Self-insurance
A term used to describe the retention of liabilities, arising out of the
ownership of property or from some other cause, instead of trans-
ferring that risk to an independent third party through the
purchase of an insurance policy. The City currently provides
self-insurance for workers' compensation, general liability and unem-
ployment. The City has purchased outside insurance for excess cov-
erage in these areas.

Service Level
Selected level of performance, based upon a performance standard,
for a public service, product or outcome.

Services & Supplies
A major expenditure classification detailed in the budget containing
items such as consultant services, supplies and contractual services.

Special Revenue Fund
See Fund, this section.

Stranded Investment Reserve
A reserve established prior to deregulation of the California electri-
cal industry, which was intended to offset the cost of long-term
purchase power agreements thereby bringing the City's rates for
electricity in-line with anticipated market rates.

Subventions
Moneys received from the State of California to reimburse the
City for the costs associated with state-mandated programs
and services as well as the City's allocations of various State
collected funds.

Supplemental Roll Property Taxes
Assessed on property that changes ownership during the year and is
based on the difference between the new and old assessed values.

T
Tax Allocation Bond
Bonds issued in conjunction with a redevelopment project.
The taxes pledged to their repayment come from the increase of
assessed value over and above a pre-established base. The
redevelopment creates this added value, known as the tax increment.

Transient Occupancy Tax (TOT)
A tax imposed on individuals renting accommodations in hotels,
motels and boarding houses.

U
Utility Users Tax
A tax imposed on users for various utilities in the City including
Telephone, Gas, Electric and Cable TV services.

United Nations Urban Environmental Accords
A set of 21 actions for cities to take as first steps in addressing
urban sustainability and provide a clean, healthy and safe
environment for all members of society.

V
Vehicle License Fee
Vehicle License Fee (VLF) is an annual fee on the ownership of a
registered vehicle in California. It has been assessed on all privately
owned registered vehicles in California in place of taxing vehicles as
personal property since 1935. The VLF is paid to the Department of
Motor Vehicles (DMV) at the time of annual vehicle registration.
The fee is charged in addition to other fees, such as the vehicle
registration fee, air quality fees, and commercial vehicle weight
fees. VLF revenues are annually distributed to cities and counties.




