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A GLOSSARY OF COMMONLY USED TERMS

Abatement - A complete or partial cancellation of a levy
imposed by a governmental unit, applicable to tax levels
and special assessments.

Amortization - Gradual elimination of an obligation,
such as a bond, according to a specified schedule of
times and amounts. The principal amount of a home
mortgage, for example, is amortized by annual pay-
mernts.

Appropriation - An authorization granted by town
meeting to make expenditures and to incur obligations
for specific purposes. An appropriation is usually limit-
ed in amount and as to the time when it may be expend-
ed.

Assessed Valuation - A valuation set upon real estate or
other property by a government as a basis for levying
taxes. Equalized assessed valuation, as determined by
local assessors, adjusted by the State Department of
Revenue on a biennial basis to reflect a full and fair mar-
ket value (“equalized valuation”). 100% assessment
refers to local assessments which are intended to
approximate full and fair cash value of property.

Available Funds - Sum of funds appropriated and
raised by the town, but not expended in the years for
which they were appropriated, minus uncollected taxes
for prior years. Must be certified by the Massachusetts
Bureau of Accounts before it can be used. Also known
as “Free Cash.”

Betterment - An addition made to, or change made in, a
fixed asset which is expected to prolong its life or to
increase its efficiency. The term is also applied to side-
walks, sewers, and highways; “improvements” could be
another designation.

Bond - Written promise to pay a specified sum of money,
called the face value (par value) or principal amount, at
a specified date or dates in the future, called the maturi-
ty date(s) together with periodic interest at a specified
rate. The difference between a note and a bond is that
the latter runs for a longer period of time and requires
greater legal formality.

Bond Anticipation Note (BAN) - Short-term note of a

government sold in anticipation of bond issuance.
BANSs are full faith and credit obligations.
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Budget - A plan of financial operations embodying an
estimate of proposed expenditures for a given period
and the proposed means of financing them. A budget
may be “preliminary” - the financial plan presented to
the town meeting, or “final” - the plan approved by that
body.

Budget Message - Statement summarizing the plans
and policies contained in the budget report, including
an explanation of the principal budget items, an outline
of the municipality’s experience during the past year
and its financial status at the time of the message, and
recommendations regarding financial policy for the
coming year.

Capital Budget - A plan for the expenditure of public
funds for capital purposes, showing as income the rev-
enues, special assessments, free surplus, and down pay-
ment appropriations to be applied to the cost of capital
project or projects, expenses of issuance of obligation,
engineering supervision, contracts, and any other relat-
ed expenses.

Capital Expenditure - Non-recurring payments for cap-
ital improvements including construction, acquisition,
site development and overhead costs. The fees for archi-
tects, engineers, lawyers, and other professional services
plus the cost of financing; advance planning may be
included.

Capital Improvements - Acquisition, construction,
replacement of, or major repairs to capital plant facili-
ties, with a relatively long useful life.

Capital Project - A major nonrecurring physical acquisi-
tion expenditure often including planning, acquisition,
and construction phases.

Cherry Sheet - An annual statement received by the
assessors from the Department of Revenue detailing
estimated receipts for the next fiscal year from various
state aid accounts and the Local Aid Fund (Lottery) and
estimated charges payable by the assessors in setting the
tax rate. Supplemental Cherry Sheets may be issued
during the year and there is no guarantee that the esti-
mated receipts and charges shown thereon will not vary
from actual receipts and charges. (Name derived from
the pink color of the document.)

Debt Authorization - Formal approval to incur debt
by municipal officials, in accordance with procedures
stated in M.G.L., Ch. 44, specifically Sections 1, 2, 3, 4a,
6 - 15.



Debt Service - The cost (usually stated in annual terms)
of the principal retirement and interest of any particular
issue.

Fiscal Year - The Commonwealth, state and municipali-
ties (as of 1974) operate on a fiscal year which begins on
July 1 and ends on June 30. The number of the fiscal
year ends; e.g. the 1998 fiscal year is July 1, 1997 to june
30, 1998; the 1999 fiscal year will be from July 1, 1998 to
June 30, 1999.

Free Cash (Budgetary Fund Balance) - Free cash repre-
sents the portion of surplus revenue which the munici-
pality is able to appropriate. Technically, free cash is
money that is appropriated but not spent, less unpaid
back taxes. That is, it is money that the community
raised to spend for a particular item but was left over
because the full appropriation was not expended. From
this surplus the municipality’s liabilities are subtracted -
i.e, unpaid taxes. The remainder, if any, is certified
annually by the Department of Revenue as the commu-
nity’s free cash. Amounts from certified free cash may
be appropriated by the community for expenditures or
to offset property taxes.

General Fund - The fund into which the general (non-
earmarked) revenues of the municipality are deposited
and from which money is appropriated to pay the gen-
eral expenses of the munjcipality.

Growth Revenue - The amount of property tax revenue
that a community can add to its allowable tax levy from
new construction, alterations, subdivision or change of
use which increases a parcel value by at least 50%, or
more than $100,000 for commercial and industrial prop-
erty. Itis computed by applying the prior year’s tax rate
to the increase in valuation.

Note - A short-term loan, typically of a year or less in
maturity.

Overlay - The amount raised by the assessors in
excess of appropriations and other charges for the
purpose of creating a fund to cover abatements and to
avoid fractions.
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Reserve Fund - A fund established by the annual town
meeting which is under the control of the finance com-
mittee and from which transfers may be made for
extraordinary or unforeseen expenditures. It may be
composed of an appropriation of not more than 5% of
the tax levy for the preceding year, or money transferred
from the overlay reserve, or both.

Revolving Funds - Those funds which may be used
without appropriation and which are established for
particular uses such as school athletics, continuing edu-
cation programs, school lunch programs, self support-
ing recreation and park services, conservation, etc.

Stabilization Fund - A special reserve account created
to provide for capital improvements which is invested
until used. Towns may appropriate into this fund in any
year an amount no more than ten percent of the prior
year’s tax levy. The outstanding balance in the account
cannot exceed 10% of the town’s equalized valuation.
Generally, it requires a 2/3 vote of Town Meeting to
appropriate money from the Stabilization Fund.

Surplus Revenue - This is the amount by which cash,
accounts receivable and other floating assets exceed the
liabilities and reserves.

Unfunded Pension Liability - Unfunded pension liabil-
ity is the difference between the value assigned to the
retirement benefits already earned by a town’s employ-
¢es and the assets the town’s retirement system will
have on hand to meet these obligations. The dollar
value of the unfunded pension liability is driven by
assumptions about interest rates at which a retirement
system’s assets will grow and the rate of future costs of
living increases to pensioners.

Uniform Municipal Accounting System (UMAS) - A
comprehensive and practical municipal accounting sys-
tem that conforms to Generally Accepted Accounting
Principles (GAAP) for local governments. UMAS is
regarded by the Department of Revenue as the profes-
sional standard for modern municipal accounting in
Massachusetts.



FINANCE COMMITTEE REPORT
ESTIMATED TAX RATE

Current tax rate: $5.07

If approved by voters then the estimated FY 10 tax
rate will be:

Operational budget will decrease the
rate to: $4.89

2009- Capital Exclusion -$2,360,000 - Off Tax Rate ($.36)
2010-Capital Exclusion - $1,100,000 adds - $0.17

CPA Surcharge of 3% adds - $0.15

Estimated New Tax Rate w/CPA &
Exclusion - $4.85 per thousand

The above tax rate estimates are based upon actual FY 2009 real estate values
(as of January 1, 2008). The actual FY 2009 tax rate will be based on values as
of January 1, 2009.





