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Accounting System – The total structure of 

records and procedures that identify, record, 

classify, and report information on the financial 

position and operations of a governmental unit 

or any of its funds, account groups, and 

organizational components. 

Appropriation – An authorization granted by a 

town meeting, school committee or other 

legislative body to expend money and incur 

obligations for specific public purposes.  An 

appropriation is usually limited in amount and as 

to the time period within which it may be 

expended.  (See Encumbrance, Line-Item 

Transfer, Free Cash) 

Appropriation Control – The level at which a 

district’s management may not reallocate 

resources without approval from the legislative 

body. 

Available Funds – Balances in the various fund 

types that represent non-recurring revenue 

sources.  As a matter of sound practice, they are 

frequently appropriated to meet unforeseen 

expenses, for capital expenditures or other one-

time costs.  Examples of available funds include 

free cash, stabilization funds, overlay surplus, 

water surplus, and enterprise net assets 

unrestricted. 

Budget – A plan for allocating resources to 

support particular services, purposes and 

functions over a specified period of time.  (See 

Goals-Based Budget) 

Capital Assets – All tangible property used in the 

operation of government, which is not easily 

converted into cash, and has an initial useful like 

extending beyond a single financial reporting 

period.  Capital assets include land and land 

improvements; infrastructure such as roads, 

bridges, water and sewer lines; easements; 

buildings and building improvements; vehicles, 

machinery and equipment.  Communities 

typically define capital assets in terms of a 

minimum useful lie and a minimum initial cost. 

Capital Budget – An appropriation or spending 

plan that may include borrowing or direct outlay 

for capital or fixed asset improvements.  Among 

other information, a capital budget should 

identify the method of financing each 

recommended expenditure, i.e., tax levy or 

rates, and identify those items that were not 

recommended. 

Capital Plan – A blueprint for planning the 

district’s capital expenditures that comprises an 

annual capital budget and a five-year capital 

plan.  It coordinates district and member town 

planning, fiscal capacity and physical 

development.  While all of the district’s needs 

should be identified in the program, there is a set 

of criteria that prioritizes the expenditures.   

Chapter 70 School Aid – Chapter 70 refers to the 

school funding formula created under the 

Education Reform Act of 1993 by which state aid 

is distributed through the Cherry Sheet to help 

establish educational equity among municipal 

and regional school districts.   

Cherry Sheet – Named for the cherry colored 

paper on which they were originally printed, the 

Cherry Sheet is the official notification to cities, 

towns and regional school districts of the next 

fiscal year’s state aid and assessments.  The aid 

is in the form of distribution, which provide 

funds based on formulas and reimbursements 

that provide funds for costs incurred during a 

prior period for certain programs or services.  

Cherry Sheet Assessments – Estimates of annual 

charges to cover the cost of certain state and 

county programs.   

Cherry Sheet Offset Items – Local aid that may 

be spent without appropriation in the budget, 

but which must be spent for specific municipal 
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and regional school district programs.  Current 

offset items include racial equality grants, school 

lunch grants, and public libraries grants. 

Collective Bargaining – The process of 

negotiating workers’ wages, hours, benefits, 

working conditions, etc., between an employer 

and some or all of its employees, who are 

represented by a recognized labor union. 

Cost of Living Adjustment (COLA) – It Is often 

used in municipal contracts or collective 

bargaining agreements that provide for annual 

or periodic increases in salaries and wages for 

employees over the course of the contract.  The 

amount of an increase is most often negotiated 

based on a district’s ability to pay, but is 

sometimes tied to the annual change in a 

specified index, i.e., consumer price index (CPI). 

Deficit – The excess of expenditures over 

revenues during an accounting period.  Also 

refers to the excess of the liabilities of a fund 

over its assets.   

Education Reform Act of 1993 – State law that 

authorized the seven-year, Ch. 70 funding 

program for education and that established 

spending targets for school districts as a means 

to remedy educational inequities.  Scheduled to 

end by FY00, the program has been extended, 

pending agreement on further reforms. 

Encumbrance – A reservation of funds to cover 

obligations arising from purchase orders, 

contracts or salary commitments that this 

chargeable to, but not yet paid from, a specific 

appropriation account. 

Estimated Receipts – A term that typically refers 

to anticipated revenues.  Projections of  

revenues are often based on the previous year’s 

receipts and represent funding sources 

necessary to support a district’s annual budget. 

Excess & Deficiency (E & D) – In regional school 

districts, an E & D account is similar to Free Cash 

in a municipality.  According to the Department 

of Revenue, regional school district should 

maintain and E & D account on their general 

ledger.  At the end of each fiscal year, any surplus 

or deficit in the district’s general fund closes to 

the E & D account.  The Division of Local Services 

(DLS) certifies a district’s E & D, similar to a 

community’s free cash certification.  A regional 

school district may use all or part of the certified 

E & D as a revenue source for its next proposed 

budget.  

Expenditure – An outlay of money made by 

districts to provide the programs and services 

within their approved budget. 

Fiduciary Funds – Repository of money held by a 

municipality in a trustee capacity or as an agent 

for individuals, private organizations, other 

governmental units, and other funds.  These 

include pensions (and other employee benefits), 

trust funds, investment trust funds, private-

purpose trust funds, and agency funds. 

Fiscal Year (FY) – Since 1974, the 

Commonwealth and municipalities have 

operated on a budget cycle that begins July 1 and 

ends June 30.  The designation of the fiscal year 

is that of the calendar year in which the fiscal 

year ends.  Since 1976, the federal government 

fiscal year has begun on October 1 and ended 

September 30.   

Fixed Assets – Long-lived, tangible assets such as 

buildings, equipment and land obtained or 

controlled as a result of past transactions or 

circumstances. 

Fixed Costs – Costs that are legally or 

contractually mandated such as retirement, 

FICA/Social Security, insurance, debt service 

costs or interest on loans. 
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Foundation Budget – The spending target 

imposed by the Education Reform Act of 1993 

for each school district as the level necessary to 

provide an adequate education for all students. 

Free Cash – Remaining, unrestricted funds from 

operation of the previous fiscal year including 

unexpended free cash from the previous year, 

actual receipts in excess of revenue estimates 

shown on the tax recapitulation sheet, and 

unspent amounts in budget line items.  Unpaid 

property taxes and certain deficits reduce the 

amount that can be certified as free cash.  The 

calculation of free cash is abed on the balance 

sheet as of June 30, which is submitted by the 

community’s auditor, accountant, or 

comptroller. Important:  Free cash is not 

available for appropriation until certified by the 

Director of Accounts. 

Fund – An accounting entity with a self-balancing 

set of accounts that are segregated for the 

purpose of carrying on identified activities or 

attaining certain objectives in accordance with 

specific regulations, restrictions, or limitations. 

Fund Accounting – Organizing the financial 

records of a district into multiple, segregated 

locations for money.  A fund is a distinct entity 

within the municipal government in which 

financial resources and activity (assets, liabilities, 

fund balances, revenues, and expenditures) are 

accounted for independently in accordance with 

specific regulations, restrictions or limitations.  

Examples of funds include the general fund and 

enterprise funds.  Communities whose 

accounting records are organized according to 

the Uniform Municipal Accounting System 

(UMAS) use multiple funds. 

Fund Balance -  The difference between assets 

and liabilities reported in a governmental fund.  

Also known as fund equity. 

GASB 45 – This is another Governmental 

Accounting Standards Board major 

pronouncement that each public entity account 

for and report other postemployment benefits 

(See OPEB) in its accounting statements.  

Through actuarial analysis, municipalities must 

identify the true costs of the OPEB earned by 

employees over their estimated years of actual 

service.   

General Fund –  The fund used to account for 

most financial resources and activities governed 

by the normal district appropriation process.   

Goals-based budget – Sometimes referred to as 

performance-based or values-based budgeting, 

goals-based budgeting is a budgeting process 

which allocates resources to achieve specific 

goals and objectives and measured results.   

 
Governing Body – A board, committee, 

commission, or other executive or policymaking 

body including the school committee of a 

regional school district.   

Governmental Accounting Standards Board 

(GASB) – The ultimate authoritative accounting 

and financial reporting standard-setting body for 

state and local governments. 

Governmental Funds – Funds generally used to 

account for tax-supported activities.  There are 

five different types of governmental funds:  the 

general fund, special revenue funds, capital 

projects funds, debt service funds, and 

permanent funds.   

Home Rule – This refers to the power of 

municipalities to regulate their affairs by 

bylaw/ordinance or home-rule charter subject to 

certain limitations. 
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House 1 or 1A – Designation given to the 

Governor’s annual budget request, which is 

submitted to the House of Representatives by 

the fourth Wednesday of January.  Except that a 

newly elected governor has eight weeks from 

the day he/she takes office to submit a budget.  

The budget is designated House 1 in the first year 

of the two year legislative session and House 1A 

in the second year. 

Indirect Cost – Costs of a service not reflected in 

the operating budget of the entity providing the 

service.  A determination of these costs is 

necessary to analyze the total cost of service 

delivery.  The matter of indirect costs arises most 

often in the context of enterprise funds. 

Level Funded Budget – A no-growth budget that 

continues appropriations for programs and 

services at their current year levels.  The actual 

appropriation to maintain programs and services 

may still increase due to inflation or other 

factors.   

Levy -  The amount a community raises through 

the property tax.  The levy can be any amount up 

to the levy limit, which is re-established every 

year in accordance with Proposition 2-1/2 

provisions. 

Levy Ceiling – A levy ceiling is one of two types 

of levy (tax) restrictions imposed by MGL Ch. 59 

§21C (Proposition 2-1/2).  It states that, in any 

year, the real and personal property taxes 

imposed may not exceed 2-1/2 percent of the 

total full and fair cash value of all taxable 

property.  Property taxes levied may exceed this 

limit only if the community passes a capital 

exclusion, a debt exclusion, or a special 

exclusion.  (See Levy Limit). 

Levy Limit – A levy limit is one of two types of 

levy (tax) restriction imposed by MGL Ch. 59 

§21C (Proposition 2-1/2).  It states that the real 

and personal property taxes imposed by a city or 

town may only grow each year by 2-12 percent 

of the prior year’s levy limit, plus new growth 

and any overrides or exclusions.  The levy limit 

can exceed the levy ceiling only if the community 

passes a capital expenditure exclusion, debt 

exclusion, or special exclusion.  (See Levy 

Ceiling). 

Line-Item Budget – A budget that separates 

spending into categories, or greater detail, such 

as supplies, equipment, maintenance, or salaries 

as opposed to a program budget. 

Line-Item Transfer – The reallocation of a budget 

appropriation between two line-items within an 

expenditure category (e.g., salaries, expenses).  

Employed as a management tool, line-item 

transfer authority allows cost center 

administrators to move money to where a need 

arises for a similar purpose and without altering 

the bottom line.  Whether or not line item 

transfers are permitted depends on how the 

budget is presented (i.e., format) and what level 

of budget detail school committee approves. 

Local Aid – Revenue allocated by the 

Commonwealth to cities, towns, and regional 

school districts.  Estimates of local aid are 

transmitted to cities, towns, and districts 

annually by the “Cherry Sheets”.  Most Cherry 

Sheet aid programs are considered general fund 

revenues and may be spend for any purpose, 

subject to appropriation.   

Local Receipts – Locally generated revenues, 

other than real and personal property taxes.  

Examples include motor vehicle excise, 

investment income, hotel/motel tax, fees, 

rentals, and charges.  Annual estimates of local 

receipts are shown on the tax rate recapitulation 

sheet.  (See Estimated Receipts) 
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Massachusetts School Building Authority 

(MSBA) – Administers the state program that 

reimburses cities, towns, and regional school 

districts varying percentages of their school 

construction costs depending on the wealth of 

the community or district and the category of 

reimbursement.  Projects that received their first 

reimbursement payment prior to July 26, 2004 

will continue to get annual state payments to 

offset the related annual debt service.  

Thereafter, cities, towns and regional school 

districts will receive a lump sum amount 

representing the state’s share of the eligible 

project costs.   

Minimum Required Local Contribution – The 

minimum that a city or town must appropriate 

form property taxes and other local revenues for 

the support of schools (Education Reform Act of 

1993). 

Municipal Revenue Growth Factor (MRGF) – An 

estimate of the percentage change in a 

municipality’s revenue growth for a fiscal year. It 

represents the combined percentage increase in 

the following revenue components:  automatic 

2-1/2 percent increase in the levy limit, 

estimated new growth, the change in selected 

unrestricted state aid categories, and the change 

in selected unrestricted local receipts (Education 

Reform Act of 1993). 

Net School Spending (NSS) – School budget and 

municipal budget amounts attributable to 

education, excluding long-term debt service, 

student transportation, school lunches and 

certain other specified school expenditures.  A 

community’s NSS funding must equal or exceed 

the NSS Requirement established annually by 

the Department of Education (DOE).  (See 

Education Reform Act of 1993) 

New Growth – The additional tax revenue 

generated by new construction, renovations and 

other increases in the property tax base during a 

calendar year.  It does not include value 

increases caused by normal market forces or by 

revaluations.  New growth is calculated by 

multiplying the assessed value associated with 

new construction, renovations and other 

increases by the prior year tax rate.  The 

additional tax revenue is then incorporated into 

the calculation of the next year’s levy limit.  For 

example, new growth for FY14 is based on new 

constructions, etc. that occurred between 

January and December 2012 (or July 2012 and 

June 2013 for accelerated new growth 

communities).  In the fall of 2013, when new 

growth is being determined to set the FY14 levy 

limit, the FY13 tax rate is used in the calculation.   

Non-Recurring Revenue Source – A one-time 

source of money available to a city or town.  By 

its nature, a non-recurring revenue source 

cannot be relied upon in future years.  Therefore, 

such funds should not be used for operating or 

other expenses that continue from year-to-year.  

(See Recurring Revenue Source) 

OPEB (Other Postemployment Benefits) – 

Employees of state and local governments may 

be compensated in a variety of forms in 

exchange for their services.  In addition to a 

salary, many employees earn benefits over their 

years of service that will not be received until 

after their employment with the government 

ends.  The most common type of these 

postemployment benefits is a pension.  

Postemployment benefits other than pensions 

generally take the form of health insurance and 

dental, vision, prescription, or other h healthcare 

benefits provided to eligible retirees, including in 

some cases their beneficiaries.  They may also 

include some type of life insurance.  As a group, 

these are referred to as OPEB. (See GASB 45) 
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Operating Budget – A plan of proposed 

expenditures for personnel, supplies, and other 

expenses for the coming fiscal year. 

Override – A vote by a community at an election 

to permanently increase the levy limit. An 

override vote may increase the levy limit no 

higher than the levy ceiling.  The override 

question on the election ballot must state a 

purpose for the override and the dollar amount.  

Payments in Lieu of Taxes (PILOT) – An 

agreement between a municipality and an entity 

not subject to taxation, such as charitable or 

educational organizations, in which the payer 

agrees to make a voluntary payment to the 

municipality.  By law, a city or town must make 

such a payment to any other community in 

which it owns land used for public purposes. 

Pension (and other employee benefits) Trust 

Funds – A fiduciary fund type used to report 

resources that are required to be held in trust for 

the members and beneficiaries of defined 

benefit pension plans, defined contribution 

plans, other postemployment benefit (OPEB) 

plans, or other employee benefit plans. 

Pension Cost – A measure of the periodic cost of 

an employer’s participation in a defined benefit 

pension plan.  

Personnel Costs – The cost of salaries, wages and 

related employment benefits. 

Program – A combination of activities to 

accomplish an end. 

Program Budget – A budget that relates 

expenditures to the programs they fund.  The 

emphasis of a program budget is on output. 

Proposition 2-1/2 – A state law enacted in 1980, 

Proposition 2-1/2 regulates local property tax 

administration and limits the amount of revenue 

a city or town may raise from local property 

taxes each year to fund municipal operations. 

Purchased Services – The cost of services that 

are provided by a vendor. 

Recurring Revenue Source – A source of money 

used to support municipal expenditures, which 

by its nature can be relied upon, at some level, in 

future years.  (See Non-recurring Revenue 

Source) 

Regional School Transportation 

Reimbursement – sometimes referred to as 

Chapter 71 for the statute which created it (MGL 

C71 § 16C), it is a Cherry Sheet revenue 

reimbursing regional school districts for a 

portion of actual transportation costs in the 

previous fiscal year. 

Revenues – All monies received by a 

governmental unit from any source. 

Revolving Fund – Allows a community to raise 

revenues from a specific service and use those 

revenues without appropriation to support the 

service.  For departmental revolving funds MGL 

Ch. 44 § 53E-1/2 stipulates that each fund must 

be reauthorized each year at annual town 

meeting or by city council action, and that a limit 

on the total amount that may be spent from 

each fund must be established at that time.  The 

aggregate of all revolving funds may not exceed 

ten percent of the amount raised by taxation by 

the city or town in the most recent fiscal year, 

and no more than one percent of the amount 

raised by taxation may be administered by a 

single fund.  Wages or salaries for full-time 

employees may be paid from the revolving fund 

only if the fund is also charged for all associated 

fringe benefits.   

Sequestration – A term used to describe the 

practice of using mandatory spending cuts in the 

federal budget if the cost of running the 
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government exceeds either an arbitrary amount 

or the gross revenue it brings during the fiscal 

year.  Simply put, sequestration is the 

employment of automatic, across-the-board 

spending cuts in the face of annual budget 

deficits. 

Special Revenue Fund  – Funds, established by 

statute only, containing revenues that are 

earmarked for and restricted to expenditures for 

specific purposes.  Special revenue funds include 

receipts reserved for appropriation, revolving 

funds, grants from governmental entities, and 

gifts from private individuals or organizations. 

Tax Rate – The amount of property tax stated in 

terms of a unit of the municipal tax base; for 

example, $14.80 per $1,000 of assess valuation 

of taxable real and personal property. 

Trust Fund – In general, a fund for money 

donated or transferred to a municipality with 

specific instructions on its use.  As custodian of 

trust funds, the treasurer invests and expends 

such funds as stipulated by trust agreements, as 

directed by the commissioners of trust funds or 

by town meeting.  Both principal and interest 

may be used fi the trust is established as an 

expendable trust.  For nonexpendable trust 

funds, only interest (not principal) may be 

expended as directed. 

Unfunded Mandate – A requirement imposed 

by law, regulation or order without underlying 

financial support, thereby resulting in direct or 

indirect costs to the body made responsible for 

its implementation. 

Unfunded OPEB Liability – This is the difference 

between the value assigned to the benefits 

(other than retirement) already earned by a 

municipality’s employees and the assets the 

local government will have on hand to meet 

these obligations.  While there is no requirement 

in Massachusetts to fund this liability, GASB 45 

requires that the dollar value of the unfunded 

OBEB liability is determined every two years. 

(See GASB 45; OPEB) 

Unfunded Pension Liability – Unfunded pension 

liability is the difference between the value 

assigned to the retirement benefits already 

earned by a municipality’s employees and the 

asses the local retirement system will have on 

hand to meet these obligations.  The dollar value 

of the unfunded pension liability is determined 

every three years and is driven by assumptions 

about interest rates at which a retirement 

system’s assets will grow and the rate of future 

costs of living increase to pensioners.   

Uniform Municipal Accounting System (UMAS) 

– UMAS succeeds the so-called Statutory System 

(STAT) and is regarded as the professional 

standard for municipal accounting in 

Massachusetts.  As a uniform system for local 

governments, it conforms to Generally Accepted 

Accounting Principles (GAAP), offers increased 

consistency in reporting and record keeping, as 

well.   

User Charges/Fees – A funding source where 

payment is collected from the user of a service 

to help defray the cost of providing the service.  

Note that any increases in the fees must satisfy 

the three tests set forth in the so called Emerson 

case.  (See Emerson College v. Boston, 391 Mass. 

415 (1984)) 

Zero Based Budget – A budget building 

technique where each department begins at 

zero and adds the cost of essential programs up 

to an established funding limit.  Each year the 

process begins again at zero prompting close 

scrutiny and prioritization of costs annually. 

Source:  Municipal Finance Glossary, May 2008, 

Massachusetts Department of Revenue Division of Local 

Services. 


