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City of Norman 
Municipal Finance Series 

Session II

October 21, 2010

WELCOME
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Opening Comments & 
Staff Introductions
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Why are we having this series?
• Inform citizens about Municipal Financing 

and Budgets
• Address current & long-term financial 

plans
• Answer questions about the City’s 

financing and budget

What do we want to accomplish?
• Inform and receive input

PURPOSE



4

Topics in Municipal Finance Series

Series I – Fund Accounting & Budget Basics (Oct. 14)

Series II – Detail of Funds (Oct. 21)

Series III – Capital & Economic Development
Financing (Oct. 28)

Series IV – Panel of other Cities (Nov. 4)

Series V – Long-Term Planning, Public Forum
and Closing (Nov. 18)
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Detail of Funds
• Fund Balance
• General Fund
• Capital Funds
• Special Revenue Funds
• Enterprise Funds
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FUNDS
FUNDS - the assets of the City are divided 
into distinct funds.  Funds have their own 
separate set of financial records for 
recording and reporting assets, liabilities, 
fund balance, and changes in fund 
balance.

Transfers between funds require City 
Council approval and are only made in 
special circumstances.
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• Public and nonprofit sectors use fund accounting
• Why funds? – control and accountability of 

resources dedicated for certain activities and 
uses.

• 3 classifications of funds:  Governmental 
(account for tax-supported activities), Proprietary 
(account for business-type activities) and 
Fiduciary (account for resources held by govt. as 
a trustee or agent for outside parties that cannot 
be used to support the government’s own 
programs)

FUNDS cont.
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 GENERAL - used to account for all financial resources 
except those required to be accounted for in another fund.  It 
is the general operating fund.  

Includes budgets for Parks, Public Works, Police, Fire, HR, 
City Council, City Clerk, City Manager, Finance, Legal, 
Municipal Court and Planning Departments.

 SPECIAL REVENUE - used to account for the proceeds 
of specific revenue sources that are legally restricted to 
expenditure for specified purposes. (PSST, SEIZURES & 
RESTITUTIONS, EMERGENCY COMMUNICATIONS, 
CDBG, WESTWOOD, ROOM TAX, ART IN PULIC PLACES)
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ENTERPRISE - used to account for operations in a 
manner similar to private business enterprises - where 
the intent of the City is that the costs of providing goods 
or services to the general public on a continuing basis be 
financed or recovered primarily through user charges.  
(WATER, WASTEWATER, SANITATION)

CAPITAL PROJECTS - used to account for capital 
improvements funded with dedicated sales tax revenue, user 
fees, etc.  
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Main Revenue Sources
• Sales Tax (8.25% Total)

– State (4.5%)
– County Jail (.25%)
– City (3.5%)

• Public Safety Sales Tax (.5%)
• City General (2.3%)
• Capital Sales Tax (.7%)

– In 1976 Citizens voted on and approved a portion of sales 
tax to be used only for capital improvements.

Sales Tax - 8.25% Total

State, 
4.50%

County, 
0.25%

City, 3.50%

Sales tax is volatile and unpredictable, makes it difficult to plan 
and budget.  There is an over reliance on this source that has to 
be competed for.
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Other Main Revenue Sources

• Use Tax (internet/catalog sales)
• User Charges (Water, Wastewater, Sanitation, 

Recreation Programs)
• Franchise Fee (fees pd. by utility companies 

for use of ROW)
• Fines (traffic/parking violations)
• Permits (building, business licenses, garage 

sale)
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Expenditure Categories

• Salaries & Benefits
• Supplies & Materials
• Services & 

Maintenance
• Capital Equipment
• Capital Projects
• Cost Allocations & 

Inter-fund Transfers
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Fund Balance
• What is Fund Balance?

– Governmental funds report the difference between 
their assets and liabilities as fund balance, which is 
divided into reserved and unreserved portions.  

• Reserved fund balance – portion of fund balance 
not available for the following period’s budget
– Reserves in City of Norman funds vary (self- 

insurance, operations, capital, encumbrances)
• Unreserved fund balance – portion of fund 

balance available for current use
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City of Norman Reserve Policies

• Operating reserve - Portion of fund 
balance equal to 8% of each fund’s 
operating expenditures 

• Capital reserve – Portion of fund balance 
equal to avg. of forecasted capital 
expenditures during 5-yr. period

• Debt reserve – Portion of fund balance 
equal to avg. annual debt svc. requirement
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Fund Balance cont.
• Oklahoma Municipal Budget Act requirement – “No expenditure may 

be incurred, which exceeds the fund balance for any fund.  Any fund 
balance remaining in a fund at the end of the fiscal year shall be 
carried forward to the credit of the fund for the next year.  No 
expenditure may be authorized or made which exceeds the 
appropriation of any fund.”

• We cannot legally have a negative fund balance in any fund for the 
adopted budget year.

• GAAP vs. Budget Fund Balance – will differ in practice, 
reconciliation in CAFR

• GASB 54
– Effective for FYE 11 CAFR
– Instead of reserved and unreserved fund balance, 5 new categories of 

Nonspendable, Restricted, Committed, Assigned and Unassigned Fund 
Balance
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General Fund
• General Operating Fund of City
• Primary sources of revenues are sales tax, use 

tax and other taxes. Projected 69% of total 
General Fund revenues in FYE 11

• Largest expenditure is personnel costs at 67% of 
total General Fund expenditures in FYE 11 
(usually closer to 70%)

• Reserve requirement of 6%, with 2% additional 
for emergencies

• FYE 11 Budget had no reserves for self- 
insurance, but had a 2% Emergency Reserve 
($1,286,557)
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GENERAL FUND REVENUES BY SOURCE
FYE 2010-2011

Sales/Use Tax
55%

Interest
0.3%

Internal Charges
10%

Licenses/Fees
2%

Fines/Forfeits
4%

Other Taxes
3%

Other Revenues
2%

Cost Allocations
5%

Franchise Tax
11%

Transfers
8%
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GENERAL FUND EXPENDITURES BY DEPARTMENT
FYE 2010-2011

Municipal Court
1%

Human Resources
1%

Legal
3%

Admin & Legislature
5%

Fire
20%

Other
5%

Public Works
21%

Planning
5%

Police
25%

Parks
4%

 Finance
8%
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General Fund Summary FYE 11
Beginning Fund Balance 3,753,850$         
Operating Revenues 59,683,392$       
Transfers 5,185,263$         
Total Revenues 64,868,655$      
Salary/Benefits 45,952,627$       
Supplies/Materials 5,949,630$         
Services/Maintenance 7,363,317$         
Internal Services 2,471,249$         
Capital Equipment 2,578,000$         
Other Expenditures 4,083,296$         
Total Expenditures 68,398,119$      
Employee Turnover Savings (200,000)$           
Net Difference (3,329,464)$       
Ending Fund Balance 424,386$           
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Capital Fund(s)
• Capital Improvement Projects (CIP), 

Parkland & Development, UNP TIF 
• Main revenue source for CIP is 0.7% 

dedicated sales tax, Parkland & 
Development is developer fees, and UNP TIF 
is TIF sales tax portion

• Main expenditures are for projects
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Special Revenue Funds

• Funds that account for proceeds of 
specific revenue sources legally restricted 
to expenditures for specified purposes.

• Emergency Communications, Public 
Safety Sales Tax, Recreation, CLEET, 
CDBG, Room Tax, Special Revenue 
(grants), Art in Public Places, Westwood

• Main revenue source varies for each fund
• Main expenditure varies for each fund
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Sample Ordinances for Special 
Revenue Funds

• Room Tax Fund established by Ordinance Number O- 
7980-58, passed in May 1980, (4% tax on gross 
revenues of hotel/motel establishments) revenues are to 
be set aside and “used exclusively for the purpose of 
encouraging, promoting and fostering the convention 
and tourism development of the City of Norman.  Use in 
parks development and in promotion of arts and 
humanities are thus contemplated.”

• CLEET (Council on Law Enforcement Education & 
Training) Fund established by state law to be utilized for 
law enforcement education and training (Title 20 § 
1313.2-1313.4) – any person convicted of offense shall 
be ordered to pay $9 (excluding parking & standing 
violations)
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Enterprise Funds

• Water Fund

• Wastewater Funds

• Sewer Maintenance

• New Development Excise 

• Sewer Sales Tax

• Sanitation Fund
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Water Fund

• Used to account for resources utilized to treat 
and supply water to City of Norman customers

• Main revenue source is user fees/charges

• Main expenditures – operating chemicals, 
electricity, COMCD and capital projects.

• 8% operating reserve not being met currently
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Wastewater Fund(s)

• Used to account for resources utilized to 
provide wastewater collection and 
treatment to City of Norman customers

• Main revenue source is user fees/charges
• Main expenditures are operating 

chemicals, biosolids removal and capital 
projects

• 8% operating reserve not being met 
currently
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Wastewater Funds cont.

• Sewer Maintenance Fund – accounts for 
revenues from the $5/month sewer 
maintenance rate and used to finance 
sewer maintenance projects ($2.6 million)

• Projects are done on a “worst things first” 
approach

• Receives transfer from “parent” 
Wastewater Fund to cover sewer 
maintenance operations (FYE 11 = $1.2 
million)
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Wastewater Funds cont.

• New Development Excise Tax Fund – accounts 
for revenues and capital project expenditures 
from excise tax levied and collected on new 
development (building permits)

• FYE 11 capital projects of $3.8 million for design 
of Wastewater Treatment Plant expansion & 
improvements

• Spent $7.8 million to date, encumbered $4.6 
million and have balance of $7.8 million
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Wastewater Funds cont.
• Sewer Sales Tax Fund – accounts for revenues 

from 5-year wastewater system sales and use 
tax (0.5% sales tax generated $32 million from 
October 1, 2001 to September 30, 2006) and 
expenditures for capital projects, have earned 
additional $4 million in interest

• FYE 11 capital projects of $4.1 million for design 
of Wastewater Treatment Plant expansion & 
improvements

• Spent $29.7 million to date and have remaining 
$6.6 million
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Sanitation Fund

• Used to account for operations associated with 
solid waste collection and disposal in the City of 
Norman 

• Main revenue source is user fees/charges
• Main expenditures are landfill tipping fees, fleet 

fuel and capital equipment (trucks)
• 8% operating reserve not being met currently
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Questions/Comments
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Next week . . .

Thursday, October 28th, 
6:00 p.m.

Series III – Capital & 
Economic Development 

Financing
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