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CITY OF PALESTINE
2007-08 ANNUAL BUDGET
REVENUE DEBT SERVICE FUND

FUTURE DEBT REQUIREMENTS

FISCAL

YEAR PRINCIPAL INTEREST TOTAL
2008 1,002,805 448,813 1,451,618
2009 1,044,895 414,054 1,458,949
2010 1,137,293 377,517 1,514,810
2011 1,365,013 337,822 1,702,835
2012 1,396,664 291,438 1,688,102
2013 1,255,000 246,684 1,501,684
2014 1,025,000 203,531 1,228,531
2015 1,070,000 164,580 1,234,580
2016 445,000 122,849 567,849
2017 460,000 107,979 567,979
2018 470,000 92,198 562,198
2019 495,000 75,605 570,605
2020 510,000 57,767 567,767
2021 525,000 42,062 567,062
2022 535,000 25,368 560,368
2023 135,000 8,140 143,140
2024 55,000 3,245 58,245
2025 55,000 1,623 56,623
$ 12,981,670 $ 3,021,274 $ 16,002,944
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CITY OF PALESTINE
2007-08 ANNUAL BUDGET
WATERWORKS AND SEWER SYSTEM JUNIOR LIEN REVENUE IMPROVEMENT
REFUNDING BONDS 2003-A (REFUNDING PORTION)
FUTURE DEBT REQUIREMENTS

FISCAL

YEAR PRINCIPAL INTEREST TOTAL
2008 340,000 65,744 405,744
2009 350,000 58,519 408,519
2010 275,000 50,206 325,206
2011 280,000 42,988 322,988
2012 295,000 34,938 329,938
2013 300,000 26,088 326,088
2014 245,000 16,713 261,713
2015 250,000 8,750 258,750
$ 2,335,000 $ 303,946 $ 2,638,946
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CITY OF PALESTINE
2007-08 ANNUAL BUDGET
REVENUE BONDS, 1995A (WASTEWATER)

FUTURE DEBT REQUIREMENTS

FISCAL

VEAR PRINCIPAL INTEREST TOTAL
2008 340,000 139,445 479,445
2009 355,000 125,335 480,335
2010 370,000 110,247 480,247
2011 385,000 94,153 479,153
2012 405,000 77,213 482,213
2013 420,000 59,190 479,190
2014 440,000 40,500 480,500
2015 460,000 20,700 480,700

$ 3,175,000 666,783 $ 3,841,783
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CITY OF PALESTINE
2007-08 ANNUAL BUDGET
CERTIFICATES OF OBLIGATION BONDS, SERIES 2006

FUTURE DEBT REQUIREMENTS

FISCAL PRINCIPAL INTEREST TOTAL
YEAR
2008 175,000 72,263 247,263
2009 180,000 64,985 244,985
2010 190,000 57,400 247,400
2011 195,000 49,508 244,508
2012 205,000 41,308 246,308
2013 215,000 32,698 247,698
2014 220,000 23,780 243,780
2015 230,000 14,555 244,555
2016 240,000 4,920 244,920
$ 1,850,000 $ 361415  $ 2,211,415
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Debt Service Fund

Fund Description

The debt service funds, also known as interest and sinking funds, are established by
ordinances authorizing the issuance of bonds and providing for the payment of bond
principal and interest as they come due. For general obligation debt, an ad valorem
(property) tax rate and tax levy is required to be calculated and levied to meet the
required amount that satisfies annual debt service requirements. General obligation
bonds of the City carry an “Aa3” rating from Moody'’s Investor's Service and an AA from
Standard & Poor’s Ratings Service.

Fund Narrative

On April 24, 2006, the City issued $2,000,000 of General Obligation bonds that included
The annual general obligation debt added approximately $250,000 for the next 10 years
for these projects that otherwise could not be funded in one years time. Use of the new
bond proceeds will be accounted for in the Capital Improvement — 2006 Series (Fund
671).

Below is the remaining debt from the 2006 Series and shows the City’s debt position as
of the beginning of fiscal year 2007-2008:

CURRENT REQUIREMENTS DEBT
PRINCIPAL INTEREST TOTAL BALANCE
2006 Certificates of Obligation 175,000 72,263 247,263 1,850,000
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The call for for debt was a decision based principally on the maintenance needs of
existing facilities and repair of existing road infrastructure. The General obligation was
incurred for the following purposes:

= Construction and improvements to City roadways.

= Construction and improvements to storm drainage and flood control facilities.

= Construction, improving and equipping City parks and parks facilities.

» Repairing and improving roof for City Hall and Civic Center.

» Professional fees for downtown master plan, HVAC study for city facilities and an
emergency action plan for City-owned lakes.

= Acquisition of Rusk School.



CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
310-DEBT SERVICE
REVENUES
BEGINNING FUND BALANCE $ 65490  $ 70,985  $ 57,940
PROPERTY TAX
310-4-1001 AD VALOREM TAXES $ 3 8 227,835  $ 247,263
310-4-1002 DELINQUENT TAX REVENUE 9,707 3,626 5,000
310-4-1003 PENALTY & INTEREST TAXES 5,431 3,926 5,000
TOTAL PROPERTY TAX $ 15142 % 235387  $ 257,263
OTHER INCOME
310-4-1901 INTEREST ON INVESTMENTS $ 409 $ 4716 % -
TOTAL OTHER INCOME $ 409  $ 4716 % -
TOTAL REVENUE: $ 15551 $ 240,102 $ 257,263
TOTAL FUNDS AVAILABLE: $ 81,041  $ 311,087  $ 315,203
310-DEBT SERVICE
SERIES 2005
SUNDRY
310-5-283-5010 BOND ISSUANCE COSTS $ 8,057 % - % -
310-5-283-5402 AGENT FEES 2,000 - -
310-5-284-5140 PRINCIPAL/DEBT SERVICE - 150,000 175,000
310-5-284-5150 INTEREST/DEBT SERVICE - 97,147 72,263
310-5-284-5160 MAINTENANCE FEE/DEBIT - 6,000 1,500
TOTAL SUNDRY $ 10,057 % 253,147  $ 248,763
TOTAL SERIES 2005 $ 10,057 % 253,147  $ 248,763
TOTAL FUND EXPENSES: $ 10,057 $ 253,147 $ 248,763
REVENUE OVER/(UNDER) EXPENDITURES $ 5494 $ (13,045)  $ 8,500
PROJECTED ENDING FUND BALANCE $ 70,985  $ 57,940  $ 66,440

DEBT SERVICE
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Tourism Fund

Fund Description

The Tourism Fund accounts for the use of Hotel/Motel Occupancy tax revenue
generated by the City’s hotels and which is restricted by State legislation to directly
enhancing and promoting tourism and the convention and hotel industry. Also, the visitor
center and civic center is operated out of this fund with additional revenue from the
operation of the civic center. The department is to provide quality and innovative
services to increase tourism and leisure to the City of Palestine.

Budget Changes for FYE 2008

» Reduction of revenue and expenditures related to the Victorian Ride.

= Additional funding for a part-time Visitor Center Greeter. The visitor center is
open to weekend traveling guest and staffing is essential to keeping the center
functional to its purpose.

= The department is projecting an increase of call volume relating to area interest.
Additional funding for telecommunications has been appropriated.

= Additional funding for advertising was requested by this department in the advent
that American Heritage Railways will begin operations of the Texas State
Railroad. Tourism will promote the City of Palestine with several media outlets
and will print additional brochures in efforts to increase our market exposure.

TOURISM FUND
SUMMARY OF SELECTED SUPPLEMENTAL DECISIONS

Account No. Line Item Request Program Cost
Visitor Center Greeter - Part-time $ 3,973
150-5-750-1010 Salaries 3,644
150-5-750-1040 Social Security 279
150-5-750-1061 Workers Comp 25
150-5-750-1060 Unemployment 25
150-5-750-3040 Communications - Cost Increase 3,100
150-5-751-4010 Civic Center Maintenance 9,000
150-5-750-3112 Printing - Brochures 5,000
150-5-750-2020 Postage - Cost Increase 5,000
150-5-750-3110 Advertising - Cost Increase 5,000
$ 31,073

Personnel Allocation

Position FYE 06 FYE 07 FYE 08
Tourism Director 1.0 1.0 1.0
Events Coordinator 1.0 1.0 1.0
Visitor Center Greeter (part-time) 0.0 0.5 0.5
Custodian 0.5 1.0 1.0

Total Department: 2.5 35 35



CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
150-TOURISM FUND
REVENUES
BEGINNING FUND BALANCE $ 87,253 $ 133,475 $ 91,764
OTHER INCOME
150-4-1901 INTEREST ON INVESTMENTS $ 3,111 $ 3,000 $ 3,000
150-4-1921 HOTEL/MOTEL OCCUPANCY TAX 309,119 280,000 329,051
150-4-1930 CIVIC AUDITORIUM RENTAL 32,515 13,308 48,576
150-4-1931 SECURITY GUARD FEES 17,967 7,818 18,000
150-4-1932 SOUND TECH FEES 2,855 1,125 3,500
150-4-1940 FESTIVALS 33,671 35,000 -
150-4-1970 OTHER CHARGES 1,712 1,100 1,000
TOTAL OTHER INCOME $ 400,950 $ 341,351 $ 403,127
TOTAL TOURISM FUND REVENUE: $ 400,950 $ 341,351 $ 403,127
TOTAL TOURISM FUNDS AVAILABLE: $ 488,203 $ 474,826 $ 494,891

Tourism Revenue Sources

OCCUPANCY TAX
81%

INVESTMENTS
1%

AUDITORIUM
FEES & CHARGES 12%

6%
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CITY OF PALESTINE

2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
150-TOURISM FUND
TOURISM
PERSONNEL
150-5-750-1010 SALARIES AND WAGES $ 67,236 69,712 81,071
150-5-750-1012 TEMPORARY EMPLOYMENT 2,939 - -
150-5-750-1030 LONGEVITY 198 432 576
150-5-750-1040 SOCIAL SECURITY 5,012 5,366 6,246
150-5-750-1050 HEALTH INSURANCE 15,556 15,768 15,768
150-5-750-1060 UNEMPLOYMENT INSURANCE 312 1,613 1,819
150-5-750-1061 WORKER'S COMPENSATION 206 274 330
150-5-750-1070 RETIREMENT 9,026 9,385 10,437
TOTAL PERSONNEL $ 100,485 102,550 116,247
SUPPLIES AND MATERIALS
150-5-750-2010 OFFICE SUPPLIES $ 2,104 3,000 3,750
150-5-750-2020 POSTAGE 4,033 4,500 11,500
150-5-750-2030 JANITORIAL SUPPLIES 490 600 600
150-5-750-2070 GASOLINE AND OIL - 2,000 2,000
150-5-750-2210 PROMOTIONAL ITEMS 695 - -
TOTAL SUPPLIES AND MATERIALS $ 7,322 10,100 17,850
SERVICES
150-5-750-3030 PROFESSIONAL SERVICES $ 14,230 12,000 12,000
150-5-750-3040 COMMUNICATIONS 4,981 5,000 9,100
150-5-750-3050 UTILITIES - ELECTRIC SERVICES 629 1,000 1,000
150-5-750-3051 UTILITIES - CITY SERVICES 1,510 - -
150-5-750-3060 JANITORIAL SERVICES 344 850 -
150-5-750-3082 TRAVEL AND TRAINING 10,808 10,000 10,000
150-5-750-3110 ADVERTISING 36,065 30,000 36,000
150-5-750-3112 PRINTING SERVICES 19,190 19,000 24,500
150-5-750-3310 EQUIPMENT RENTAL / LEASE 2,315 2,700 3,500
150-5-750-3330 CONTRACT SERVICES 467 600 1,300
150-5-750-3340 PROMOTIONS AND ADVERTISING 9,382 8,600 9,600
150-5-750-3350 FESTIVALS 14,077 29,000 -
150-5-750-3360 TRADE SHOWS $ 2,851 2,500 3,000
TOTAL SERVICES $ 116,849 121,250 110,000
MAINTENANCE & REPAIR
150-5-750-4010 BUILDINGS, STRUCTURES $ 304 1,000 1,500
150-5-750-4110 MOTOR VEHICLES - - 800
TOTAL MAINTENANCE & REPAIF $ 304 1,000 2,300
SUNDRY
150-5-750-5050 ART AND CULTURAL PROJECTS $ 15,000 15,000 15,000
TOTAL SUNDRY $ 15,000 15,000 15,000
TOTAL TOURISM $ 239,960 249,900 261,397
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CITY OF PALESTINE

2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
150-TOURISM FUND
CIVIC CENTER
PERSONNEL
150-5-751-1010 SALARIES AND WAGES - 20,800 $ 18,954
150-5-751-1012 TEMPORARY EMPLOYMENT 174 - -
150-5-751-1020 OVERTIME 37 - -
150-5-751-1030 LONGEVITY - - 72
150-5-751-1040 SOCIAL SECURITY 3 1,592 1,456
150-5-751-1050 HEALTH INSURANCE 16 - 10,428
150-5-751-1060 UNEMPLOYMENT INSURANCE 45 478 438
150-5-751-1061 WORKER'S COMPENSATION 63 992 74
150-5-751-1070 RETIREMENT 5 - 2,546
TOTAL PERSONNEL 343 23,862 $ 33,968
SUPPLIES AND MATERIALS
150-5-751-2010 OFFICE SUPPLIES 1,138 1,150 $ 1,000
150-5-751-2020 POSTAGE 1,632 1,650 1,250
150-5-751-2030 JANITORIAL SUPPLIES 2,546 2,400 2,400
150-5-751-2220 SPECIAL EVENT MATERIALS 394 750 750
TOTAL SUPPLIES AND MATERIALS 5,710 5,950 $ 5,400
SERVICES
150-5-751-3040 COMMUNICATIONS 2,285 2,500 $ 2,500
150-5-751-3050 UTILITIES - ELECTRIC SERVICES 45,516 43,500 43,500
150-5-751-3060 JANITORIAL SERVICES 14,736 14,000 -
150-5-751-3080 MEMBERSHIP & CERTIFICATIONS 100 100 950
150-5-751-3210 FINANCIAL SERVICE CHARGES 1,164 2,100 1,400
150-5-751-3211 INVESTMENT SERVICE CHARGES 20 200 50
150-5-751-3310 EQUIPMENT RENTAL / LEASE 1,165 1,500 1,500
150-5-751-3330 CONTRACT SERVICES 764 750 1,750
150-5-751-3370 SECURITY GUARDS 20,210 20,500 21,500
150-5-751-3371 SOUND & LIGHT TECHNICIAN 3,440 4,000 5,000
TOTAL SERVICES 89,400 89,150 $ 78,150
MAINTENANCE & REPAIR
150-5-751-4010 BUILDINGS AND STRUCTURES 11,793 14,200 $ 23,200
TOTAL MAINTENANCE & REPAIF 11,793 14,200 $ 23,200
EQUIPMENT
150-5-751-8010 FURNITURE & OFFICE EQUIPMENT 5,789 - $ -
150-5-751-8015 COMPUTER EQUIPMENT 1,733 - -
TOTAL EQUIPMENT 7,522 - $ -
TOTAL CIVIC CENTER 114,768 133,162 $ 140,718
TOTAL TOURISM FUND EXPENSES: 354,728 383,062 $ 402,115
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CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET

2005-2006 2006-2007 2007-2008
REVENUE OVER/(UNDER) EXPENDITURES $ 46,222 $ (41,711) $ 1,012
PROJECTED ENDING FUND BALANCE $ 133,475 $ 91,764 $ 92,776
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CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
060-LIBRARY MEMORIAL FUND
REVENUES
BEGINNING FUND BALANCE $ 18,733 $ 12,748 $ 14,070
OTHER INCOME
060-4-1912 CONTRIBUTIONS $ 6,698 $ 1,505 $ 1,500
TOTAL OTHER INCOME $ 6,698 $ 1,505 $ 1,500
TOTAL REVENUE: $ 6,698 $ 1,505 $ 1,500
TOTAL FUNDS AVAILABLE: $ 25,431 $ 14,253 $ 15,570
060-LIBRARY MEMORIAL FUND
GRANT ADMINISTRATION
CAPITAL OUTLAY
060-5-110-7451 MEMORIAL FUND EXPENSE $ 12,683 $ 183 $ 3,600
TOTAL CAPITAL OUTLAY $ 12,683 $ 183 $ 3,600
TOTAL GRANT ADMINISTRATION $ 12,683 $ 183 $ 3,600
TOTAL FUND EXPENSES: $ 12,683 $ 183 $ 3,600
REVENUE OVER/(UNDER) EXPENDITURES $ (5,985) $ 1,322 $ (2,100)
PROJECTED ENDING FUND BALANCE $ 12,748 $ 14,070 $ 11,970

SPECIAL REVENUE FUNDS



CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
061-GATES "PAC HUG" GRANT
REVENUES
BEGINNING FUND BALANCE $ - $ - $ 2,500
AGENCY CONTRIBUTION
061-4-1804 STATE & FEDERAL GRANTS $ - $ 6,250 $ -
TOTAL AGENCY CONTRIBUTION $ - $ 6,250 $ -
TOTAL REVENUE: $ - $ 6,250 $ -
TOTAL FUNDS AVAILABLE: $ - $ 6,250 $ 2,500
061-GATES "PAC HUG" GRANT
GRANT ADMINISTRATION
EQUIPMENT
061-5-110-8050 GRANT EQUIPMENT $ - $ 3,750 $ 2,500
TOTAL EQUIPMENT $ - $ 3,750 $ 2,500
TOTAL GRANT ADMINISTRATION $ - $ 3,750 $ 2,500
TOTAL FUND EXPENSES: $ - $ 3,750 $ 2,500
REVENUE OVER/(UNDER) EXPENDITURES $ - $ 2,500 $ (2,500)
PROJECTED ENDING FUND BALANCE $ - $ 2,500 $ 5,000

SPECIAL REVENUE FUNDS



CITY OF PALESTINE
2007- 08 ANNUAL BUDGET

ACTUAL ESTIMATED BUDGET
2005-2006 2006-2007 2007-2008
410-REVOLVING LOAN FUND
REVENUES
BEGINNING FUND BALANCE $ 463,704 $ 475,741 $ 489,679
OTHER INCOME
410-4-1901 INTEREST ON INVESTMENTS $ 12,879 $ 14,184 $ 30,000
TOTAL OTHER INCOME $ 12,879 $ 14,184 $ 30,000
TOTAL REVENUE: $ 12,879 $ 14,184 $ 30,000
TOTAL FUNDS AVAILABLE: $ 476,583 $ 489,925 $ 519,679
410-REVOLVING LOAN FUND
ECONOMIC LOAN SERVICES
SERVICES
410-5-110-3211 INVESTMENT SERVICE CHARGE $ 842 $ 246 $ 1,000
410-5-110-3442 LOAN - ECONOMIC DEVELOPMENT - - 300,000
TOTAL ECONOMIC LOAN SERVICES $ 842 $ 246 $ 301,000
TOTAL ADMINISTRATION $ 842 $ 246 $ 301,000
TOTAL FUND EXPENSES: $ 842 $ 246 $ 301,000
REVENUE OVER/(UNDER) EXPENDITURES $ 12,037 $ 13,938 $ (271,000)
PROJECTED ENDING FUND BALANCE $ 475,741 $ 489,679 $ 218,679

SPECIAL REVENUE FUNDS
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GLOSSARY

ACCOUNTING PROCEDURES. All procedures which discover, record, classify, and
summarize financial information to produce financial reports and to provide internal
control.

ACCRUAL BASIS. The basis of accounting under which transactions are
recognized when they occur, regardless of the timing of related cash flows.

ALLOCATION. A part of a lump-sum appropriation which is designated for
expenditure by specific organization units and/or for special purposes, activities, or
objects.

AMOUNT AVAILABLE IN DEBT SERVICE FUNDS. An “other debit” account in the
General Long-Term Debt Account Group which designates the amount of assets
available in Debt Service Funds for the retirement of general obligation debt.

ANNUAL BUDGET. A budget applicable to a single fiscal year.

APPRAISAL. (1) The act of appraising, (2) The estimated value resulting from such
action.

APPRAISE. To make an estimate of value, particularly of the value of property. If
the property is valued for purposes of taxation, the less-inclusive term “assess” is
substituted for this term.

APPROPRIATION. A legal authorization granted by a legislative body to make
expenditures and to incur obligations for specific purposes. An appropriation is
usually limited in amount and as to the time when it may be expended.

ASSESS. To value property officially for the purpose of taxation.

ASSESSED VALUATION. A valuation set upon real estate or other property by a
government as a basis for levying taxes.

ASSESSMENT. (1) The process of making the official valuation of property for
purposes of taxation. (2) The valuation placed upon property as a result of this
process.

ASSETS. Resources owned or held by a government which have monetary value.

BOND. A written promise to pay a specified sum of money, called the face value or
principal amount, at a specified date or dates in the future, called the maturity 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.
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BUDGET. A plan of financial operation embodying an estimate of proposed
expenditures for a given period and the proposed means of financing them. Used
without any modifier, the term usually indicates a financial plan for a single fiscal
year. The term “budget” is used in two senses in practice. Sometimes it designates
the financial plan presented to the appropriating body for adoption and sometimes
the plan finally approved by that body. It is usually necessary to specify whether the
budget under consideration is preliminary and tentative or whether it has been
approved by the appropriating body. See ANNUAL BUDGET, CAPITAL BUDGET,
and CAPITAL PROGRAM.

BUDGET DOCUMENT. The instrument used by the budget-making authority to
present a comprehensive financial program to the appropriating body. The budget
document usually consists of three parts. The first part contains a message from the
budget-making authority, together with a summary of the proposed expenditures and
the means of financing them. The second consists of schedules supporting the
summary. These schedules show in detail the information as to past year’s actual
revenues, expenditures, and other data used in making the estimates.

BUDGET MESSAGE. A 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.

BUDGETARY COMPARISIONS. Governmental GAAP financial reports must
include comparisons of approved budgeted amounts with actual results of
operations. Such reports should be subjected to an independent audit, so that all
parties involved in the annual operating budget/legal appropriation process are
provided with assurances that the government monies are spent in accordance with
the mutually agreed-upon budgetary plan.

CAPITAL BUDGET. A plan of proposed capital outlays and the means of financing
them.

CAPITAL OUTLAYS. Expenditures which result in the acquisition of or addition to
fixed assets.

CAPITAL PROGRAM. A plan for capital expenditures to be incurred each year over
a fixed period of years to meet capital needs arising from the long-term work program
or otherwise. It sets forth each project or other contemplated expenditure in which
the government is to have a part and specifies the full resources estimated to be
available to finance the projected expenditures.
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CAPITAL PROJECTS FUND. A fund created to account for financial resources to
be used for the acquisition or construction of major capital facilities (other than those
financed by proprietary funds, special assessment funds, and trust funds.

CASH. An asset account reflecting currency, coin, checks, postal and express
money orders, and banker’'s drafts on hand or on deposit with an official or agent
designated as custodian of cash and bank deposits. All cash must be accounted for
as a part of the fund to which it belongs. Any restrictions or limitations as to its
availability must be indicated in the records and statements. It is not necessary,
however, to have a separate bank account for each fund unless required by law.

CASH BASIS. A basis of accounting under which transactions are recognized only
when cash changes funds.

COVERAGE. The ratio of net revenue available for debt services to the average
annual debt service requirements of an issue of revenue bonds. See NET
REVENUE AVAILABLE FOR DEBT SERVICE.

CURRENT. A term which, applied to budgeting and accounting, designates the
operations of the present fiscal period as opposed to past or future periods. It usually
co notates items likely to be used up or converted into cash within one year.

CURRENT TAXES. Taxes levied and becoming due within one year.

DEBT. An obligation resulting from the borrowing of money or from the purchase of
goods and services. Debts of governments include bonds, time warrants, notes, and
floating debt.

DEBT LIMIT. The maximum amount of gross or net debt which is legally permitted.

DEBT SERVICE FUND. A fund established to account for the accumulation of
resources for, and the payment of, general long-term debt principal and interest.
Formerly called a SINKING FUND.

DEBT SERVICE FUND REQUIREMENT. The amounts of revenue which must be
provided for a Debt Service Fund so that all principal and interest payments can be
made in full on schedule.

DELINQUENT TAXES. Taxes remaining unpaid on and after the date on which a
penalty for nonpayment is attached. Even though the penalty may be subsequently
waived and a portion of the taxes may be abated or canceled, the unpaid balances
continue to be delinquent taxes until abated, canceled, paid or converted into tax
liens.

DEPRECIATION. (1) Expiration in the services life of fixed assets, other than
wasting assets attributable to wear and tear, deterioration, action of the physical
elements, inadequacy, an obsolescence. (2) The portion of the cost of a fixed asset
other than a wasting asset which is charged as an expense during a particular
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period. In accounting for depreciation, the cost of a fixed asset, less any salvage
value, is prorated over the estimated service life of such an asset, and each period is
charged with a portion of such cost. Through this process, the entire cost of the
asset is ultimately charged off as an expense.

ENCUMBRANCES. Commitments related to unperformed (executor) contracts for
goods or services.

ENTERPRISE FUND. A fund established to account for operations (a) that are
financed and operated in a manner similar to private business enterprises where the
intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has
decided that periodic determination of revenues earned, expenses incurred, and/or
net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes. Examples of Enterprise Funds are those for water,
gas, and electric utilities; swimming pools; airports; parking garages; and solid waste
collection and disposal.

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. The unmodified use of the term
expenditures in this text is intended to mean budgetary expenditure.

EXPENSES. Decreases in net total assets. Expenses represent the total cost of
operations during a period regardless of the timing of related expenditures.

FISCAL PERIOD. Any period at the end of which government determines its
financial position and the results of its operations.

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. Assets of a long-term character which are intended to continue to
be held or used, such as land, buildings, improvements other than buildings,
machinery and equipment.

FRANCHISE. A special privilege granted by a government permitting the continuing
use of public property, such as city streets, and usually involving the elements of
monopoly and regulation.

FULL FAITH AND CREDIT. A pledge of the general taxing power for the payment of
debt obligations. Bonds carrying such pledges are referred to as general obligation
bonds or full faith and credit bonds.

FUND. A fiscal and accounting entity with a self-balancing set of accounts recording
cash and other financial resources, together with all related liabilities and residual
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