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ON THE COVER   –  The  City  of  Norman  will celebrate the 125th Anniversary of its  
incorporation as a municipal township in 2016.  The City organization has prospered along 
with the city, and is well-positioned to continue to provide excellent public services to our 
citizens and utility customers in the future.  The cover and divider page artwork was pre-
pared by the City of Norman’s Office Services Division staff, with sources as cited. 

ABOVE –  University North Park Town Center, a Tax Increment Finance District, in north-
west Norman continues to be developed on what had been the site of a World War II naval 
aviation base. 
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December 3, 2014 

Citizens of the City of Norman, Oklahoma 
Honorable Mayor and City Council 

State law requires that every general-purpose local government publish, within six months of the 
close of each fiscal year, a complete set of audited financial statements.  This report is published 
to fulfill that requirement for the fiscal year ended June 30, 2014. 

Management assumes full responsibility for the completeness and reliability of the information 
contained in this report, based upon a comprehensive framework of internal control that it has 
established for this purpose.  Because the cost of internal control should not exceed the 
anticipated benefits of providing the control, the objective is to provide reasonable, rather than 
absolute, assurance that the financial statements are free of any material misstatements. 

BKD, LLP has issued an unmodified (“clean”) opinion on the City of Norman (“City”) financial 
statements for the year ended June 30, 2014.  The independent auditors’ report is located at the 
front of the financial section of this report. 

Management’s discussion and analysis (“MD&A”) immediately follows the independent 
auditor’s report and provides a narrative introduction, overview, and analysis of the basic 
financial statements.  The MD&A complements this letter of transmittal and should be read in 
conjunction with it. 

Profile of the Government

An elected Mayor and eight-member Council govern the City of Norman.  Daily operations of 
the City are administered by a City Manager appointed by majority vote of the City Council. 

The Basic Financial Statements of the City include all governmental and business-type activities, 
organizations and functions, including those legally separate organizations for which the City is 
financially accountable as defined by the Governmental Accounting Standards Board (“GASB”). 

The City provides a full range of municipal government services to over 118,000 residents and 
numerous visitors annually.  Municipal services provided include traffic control, municipal 
courts, water production and distribution, stormwater management and flood control, wastewater 
collection and treatment, solid waste collection and disposal, emergency response services, city 
code enforcement, crime enforcement and adjudication, construction and maintenance of streets 
and certain bridges, maintenance of park land, and recreation. 
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The City does not operate hospitals, schools, or public transportation systems.  Special districts 
and governmental entities with independent authority administer the public hospital, public 
schools and the university within the City.  The City contributes to a public transportation system 
operated by the University of Oklahoma, which operates throughout Norman. 

The Council is required to adopt a final budget by no later than ten days before the close of the 
fiscal year.  This annual budget serves as the foundation for the City’s financial planning and 
control.  The budget is prepared by fund, department and category (e.g., salary and benefits).  
Department managers may transfer resources within their department as they see fit.  Transfers 
between departments, however, need special approval from the City Manager.  City Council 
approval is needed for transfers between funds or between capital projects. 

Local Economy; Relevant Financial Policies

The City of Norman is located in the geographic center of Oklahoma and is within the Oklahoma 
City metropolitan area.  Norman’s quality of life is sought by people of all ages and in all walks 
of life, and is demonstrated in the population growth over the past ten years.  The University of 
Oklahoma, National Severe Storms Laboratory and National Weather Service, Hitachi Computer 
Products, U.S. Postal Service Technical Training Center, SYSCO Food Services Corporation, 
Astellas Pharmaceuticals Corporation, and Johnson Controls/York International Unitary 
Products Group are some of the leading institutions and businesses located in Norman.  Several 
of the businesses have recently expanded or are planning major expansions in the near future, 
helping to sustain the health of the local economy for years to come. 

One of the best indicators of the economic condition of the City is the evaluation of trends in 
some key factors.  Sales and use taxes and franchise fees collectively represent 68% of the City’s 
total General Fund revenue.  Overall, sales tax collections increased 5% from FYE 2013 levels.  
Collections from the City’s franchise fees (charges to private electric, natural gas and cable 
companies to operate within the City’s rights-of-way) increased 3.2% from FYE 2013 levels.  
Sales tax receipts increase in proportion to the level of retail sales and therefore provide a good 
indication of the economic condition of the community.  Trends in City sales tax for the last ten 
fiscal years are illustrated below: 
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Since sales and use taxes and building permit revenues are a primary source of the City’s general 
governmental revenue and are by nature volatile, and because Norman is subject to volatile 
weather conditions which can necessitate significant unexpected expenditures during the course 
of the budget year, the City must budget conservatively and maintain sufficient fund balances to 
absorb any shortfalls that may occur.  As a result of this factor, prudent reserve policies have 
been codified in a Net Revenue Stabilization (“Rainy Day”) Fund Ordinance.  The Ordinance 
requires a budgetary fund balance of at least three percent (3%) of budgeted expenditures in the 
General Fund, an “Emergency Reserve” appropriation of 2% and a minimum of 3 percent of 
General Fund expenditures to be maintained in a separate “Rainy Day” Fund.  Fund balance in 
the Net Revenue Stabilization Fund can only be appropriated for expenditure in case of 
federally-declared disasters or extraordinary capital expense requirements in the General Fund, 
or if the General Fund balance falls below one percent.   The Ordinance requires that the Net 
Revenue Stabilization Fund balance be built or rebuilt to its minimum level within three years of 
the establishment of the Fund, or within three years of any expenditure of Rainy Day Fund 
balances.  The City of Norman’s Rainy Day Fund is being maintained at its minimum level as of 
June 30, 2014, and all required General Fund reserve levels are met. 

The Net Revenue Stabilization Ordinance also targets a total balance of 4.5% of General Fund 
expenditures to be held in the “Rainy Day Fund.”  The City is taking actions to meet this targeted 
reserve level during fiscal year 2014-2015. 

The City also targets a fund balance level in other operating funds of at least eight percent (8%) 
of budgeted expenditures to protect citizen/customer service delivery from unexpected revenue 
shortfalls or cost overruns.  The City also seeks to set utility rates within utility enterprise funds 
at a level to meet average net income and reserve requirements over a five-year period without 
the need for interim adjustments.  The City’s unique Charter requirement that utility rate 
increases must be approved by a majority vote of the people of Norman makes this policy more 
difficult to achieve.

Long-term Financial Planning

The long-term financial status of the City’s major operating funds (General Fund and Special 
Revenue Funds) is driven in large part by personnel expenses. As illustrated below, the City of 
Norman has an extremely small general governmental workforce compared to similar cities. 
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The City continues to provide adequate service levels, but the ability to maintain these service 
levels without new revenue sources to support increased staffing will become doubtful.  The City 
also provides relatively generous employee benefits, particularly for health insurance and 
retirement (information on employee benefits is given in the Notes to Financial Statements 
Section).  Much of the City’s long-term financial planning efforts in the general governmental 
service areas relate to controlling the rate of growth in these employee costs.    

The financial status of the City’s utility enterprise funds is driven in large part by capital 
expenditures.  Major capital improvement programs are under way in the Water and Wastewater 
Utility operations, financed by ratepayer revenues, a temporary sales tax dedicated to sewer 
improvements (expired in October, 2006), and development charges.    The Council, acting as 
Trustees of the Norman Utilities Authority, has studied future improvements and expansion that 
are needed to the Norman Water and Wastewater Treatment Plants.  Voter referenda will be 
required to provide adequate ratepayer funding for these needed improvements.  On November 
12, 2013, voters approved a sewer rate increase to finance $63,000,000 in improvements to and 
expansion of the City’s Water Reclamation Facility (sewage treatment plant).  These 
improvements are now underway. 

Major Initiatives 

On May 13, 2008, the voters of Norman approved a temporary 7-year, one-half percent sales tax 
to add police and fire staffing and more improvements in the public safety area.  This dedicated 
Public Safety Sales Tax (PSST), accounted for in a separate special revenue fund, has provided 
funding for the addition of 41 police personnel and 30 firefighter staff members.  The PSST has 
also financed the construction and equipping of two new fire stations; the renovation of a former 
U.S. Army Reserve Armory into a new Norman Investigations Center; replacement of fire 
apparatus; and the replacement of the City’s Computer Aided Dispatch, Mobile Data and 
Records Management Systems.  The 2008 PSST had generated $51,652,049 from its inception 
through October 31, 2014.  The original PSST authorization expires on September 30, 2016. 

On April 1, 2014, the voters of Norman approved a permanent extension of the Public Safety 
Sales Tax, effective on October 1, 2016.  The “new” PSST (“PSST II”) will add 13 police officer 
positions to implement a School Resource Officer program at Norman Public Schools (with costs 
shared with the school district); additional dispatcher and emergency vehicle mechanic staffing; 
and several major capital facilities to support the public safety function: 

Emergency Communication Systems Replacement   $15,000,000* 
Construction of Emergency Operations/Dispatch Facility $  6,500,000* 
Fire Apparatus Replacement     $  6,800,000* 
Reconstruction/Relocation of Fire Station #5   $  3,500,000* 

  *ESTIMATED 

At the time that the capital facilities listed above have been completed and paid for, the ongoing 
PSST II revenue will be permanently recorded in the City’s General Fund (3/8%) and Capital 
Fund (1/8%) to offset the costs of maintaining the added public safety staffing and facilities. 
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In May, 2006 the City of Norman established the University North Park Tax Increment Finance 
District to provide for capital improvements to support development of the area along Interstate 
35 in northwest Norman.  Incremental sales and property taxes are apportioned into a TIF capital 
fund, which had generated approximately $24,466,785 through October, 2014.  UNP TIF Project 
Plan authorizes a total of $54,725,000 in capital projects and development incentives, which has 
to date included various engineering and feasibility studies; the construction of major access 
roads; an overpass of I-35 at Rock Creek Road; and the construction of Legacy Park, which is 
slated to open within the next few months.  An ongoing project is for the construction of an 
extended interstate frontage road to serve the development and tie in to industrial access roads 
being constructed by the Norman Economic Development Coalition to support the University 
North Park Corporate Center, a major economic driver for Norman and the Oklahoma City 
metropolitan area.  The NEDC has contracted with the first commercial employer in UNP 
Corporate Center, Immuno Mycologics Incorporated (“IMMY”), a manufacturer of disease 
prevention and detection devices marketed to developing nations throughout the world. 

Norman’s Water and Wastewater (Water Reclamation) Utility enterprises continue to plan for 
needed system expansion and improvement projects.  As discussed above, the Water 
Reclamation Utility is progressing with the construction of major improvements and expansion 
to the Water Reclamation Facility (wastewater/sewer treatment plant).  The Water Utility, as 
directed by the adopted 2060 Norman Strategic Water Supply Plan, proposes to construct 
additional water supply wells and major improvements to the Water Treatment Plant, totaling 
and estimated $50,000,000, pending voter approval of adequate rate structures to finance the 
projects (the Norman City Charter requires voter approval of utility rate increases).  The SWSP 
calls for ongoing improvements and expansions to the Water Enterprise Utility system in the 
future. 

Awards and Acknowledgements

The Government Finance Officers Association (“GFOA”) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the City for its Comprehensive Annual Financial Report 
(“CAFR”) for the fiscal year ended June 30, 2013.  In order to be awarded a Certificate of 
Achievement, a government must publish an easily readable and efficiently organized 
comprehensive annual financial report.  This report must satisfy both accounting principles 
generally accepted in the United States of America and applicable legal requirements.   

A Certificate of Achievement is valid for a period of one year only.  We believe our current 
report continues to conform to the Certificate of Achievement program requirements, and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 

Preparation of a CAFR is a complex task and one that requires considerable expertise and 
experience.  More important, the ongoing maintenance and reporting of the City’s financial 
condition at the level to which Norman has been accustomed requires professionalism and 
dedication far beyond what could be expected from a paycheck.  The City is fortunate to have a 
very talented accounting staff willing to undertake these magnanimous efforts year after year.  It 
is our pleasure to express sincere thanks to the accounting staff of the City.  Chief Accountant 
Clint Mercer, CPA, CPFO, and Municipal Accountant Debbie Whitaker deserve particular 
recognition for their efforts in preparing representative financial statements.  We would also like 
to thank BKD, LLP, independent auditors of the City, for their guidance and technical assistance. 
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Finally, we would like to express our gratitude and appreciation to the members of the Norman 
City Council and the Council’s Finance and Audit Committee for your policy guidance which is 
contained in this document.  As the governing body, your commitment to ensure accurate and 
reliable financial accounting and reporting systems, and to provide adequate staffing levels to 
ensure them, establishes an environment influencing all other decisions that are made.  We are 
proud to convey the City Council’s commitment to excellence to our citizens and all readers of 
the FYE 2014 CAFR. 

Respectfully submitted, 

________________________________ ____________________________________ 
Steven Lewis     Anthony Francisco, CPFO, CTP, CPFA, CPFIM 
City Manager     Director of Finance/City Controller 
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Governmental activities – Governmental activities increased the City’s net position by $14.9 million.  In 
the prior year, governmental activities increased the City’s net position by $13.5 million.  Key elements of 
this change are as follows: 

Sales tax revenue within the governmental activities (the City’s primary fund source) increased by 
$3,021,981 or 4.99% over the prior fiscal year.  This increase was due to continued improvement 
within the economy as a whole. 
Property taxes increased $949,751 or 8.2% over the prior fiscal year.  This increase was due to an 
increase in the property tax assessment to fund payment of general obligation bonds and judgments 
awarded against the City. 
Hotel/Motel taxes increased $296,141 or 21.9% over the prior fiscal year.  This increase was primarily 
due to an increase in the tax rate from 4% to 5% effective May 1, 2013. 
General government expenses increased $1,228,852 or 12.2% over the prior fiscal year.  This increase 
was due to several items, the most significant being:  a $161,443 increase in Legal Administration 
expenses; a $134,766 increase in Library expenses; and a $169,139 increase in Special Studies 
expenses.  The legal expense increase was due to the increased use of out-side legal counsel.  The 
library increase was due to lease payments for the new west side library branch.  The increase in 
special studies expenses was due to various special studies done relating to the City’s fleet inventory, 
Center City Study and information systems operations. 
Interest on long-term debt increased $568,188 or 31.4% over the prior fiscal year.  The City sold an 
additional $20,050,000 in general obligation bonds during the prior fiscal year.  As such, interest 
amounts due have increased in the current fiscal year. 
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Expenses and Program Revenues – Governmental Activities 
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Although governmental expenses exceed program revenue, most governmental activities are financed 
through general revenues such as taxes. 
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Revenues by Source - Governmental Activities 
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Business-type activities – Business-type activities increased the City’s net position by $4.6 million.  In the 
prior year, business-type activities increased the City’s net position by $7.2 million.  Key elements of this 
change are as follows: 

Charges for service revenue increased $2,180,642 or 5.3% from the prior fiscal year.  The majority of 
this increase was due to a sewer rate increase that went into effect December 1, 2013.  Norman citizens 
voted to increase sewer rates by an additional $1.10 per month to the base charge and an additional 
$1.10 per thousand gallons of sewage treated to the sewer use charge.  These increases raised the total 
monthly base charge to $5.00 and the total average monthly sewer use charge to $2.70 per thousand 
gallons.  The last sewer rate increase was in 1996.     
Tax revenue increased $336,874 or 23.5% from the prior fiscal year.  This tax represents an excise tax 
on development to fund wastewater improvements.  The increase is directly attributable to development 
activity. 
Wastewater expenses increased $3,416,583 or 27.9% over the prior fiscal year.  Most of this increase 
was due to completion of a large sewer line maintenance project during the fiscal year. 
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Sanitation expenses increased $1,200,267 or 9.7% over the prior fiscal year.  Most of this increase was 
due to the purchase of replacement refuse receptacles (i.e., polycarts). 

Expenses and Program Revenues – Business-type Activities 
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Revenues by Source – Business-type Activities 
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Financial Analysis of the Government’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 

Governmental funds – The focus of the City’s governmental funds is to provide information on near-term 
inflows, outflows and balances of spendable resources.  Such information is useful in assessing the City’s 
financing requirements.  In particular, unassigned fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of a fiscal year. 

As of end of the current fiscal year, the City’s governmental funds reported combined ending fund balances 
of $101,302,696, a decrease of $7,855,382 from the prior year.  Approximately 8.3 percent of this total 
amount ($8,384,756) constitutes unassigned fund balance, which is available for spending at the 
government’s discretion.  The remainder of fund balance is either nonspendable, restricted, committed or 
assigned to indicate that it is not available for new spending. 

The General Fund is the chief operating fund of the City.  At the end of the current fiscal year, unassigned 
fund balance of the General Fund was $8,384,756 while total fund balance reached $13,139,229.  As a 
measure of the General Fund’s liquidity, it may be useful to compare both unassigned fund balance and 
total fund balance to total fund expenditures.  Unassigned fund balance represents 11 percent of total 
General Fund expenditures, while total fund balance represents 18 percent of that same amount. 

The fund balance of the City’s General Fund increased by $716,576 during the current fiscal year compared 
to a decrease of $1,052,868 in the previous year.  Key factors in the current year change are as follows: 
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Sales tax revenues within the General Fund increased $1,003,905 or 2.74% over the prior fiscal year.  
This increase was due to the continued improvement within the overall local economy.   
Other revenue increased $824,059 or 98.1% over the prior fiscal year.  The most significant portion of 
this increase ($449,149 or 87.9%) was within the miscellaneous sales category that includes:  a 
$126,771 or 69.1% increase in compressed natural gas sales; a $104,687 or 95.9% increase in mutual 
fire aid reimbursement; and a $170,289 or 168% increase in parking fees. 
General government activities increased $915,564 or 15.5% over the prior fiscal year.  See comments 
noted above regarding these activities. 

The Public Safety Sales Tax Fund has a total fund balance of $9,795,435 all of which is restricted for 
public safety activities.  The net decrease in fund balance during the current year was $1,216,035.  This 
decrease was due to the transfer of $1,031,330 to the Net Revenue Stabilization Fund.  The half-cent sales 
tax was extended indefinitely by voters on April 1, 2014. 

The Debt Service Fund has a total fund balance of $8,967,019 all of which is restricted for the payment of 
debt service.  The net decrease in the fund balance during the current year was $153,939 due to normally 
scheduled payments.   

The Capital Projects Fund has a total fund balance of $64,357,671.  The net decrease in fund balance 
during the current year was $7,266,602.  This decrease was due to spending down of general obligation 
bond monies received in previous years. 

Proprietary funds – The City’s proprietary funds provide the same type of information found in the 
government-wide financial statements, but in more detail. 

Unrestricted net position of the NMA and NUA funds were $6,709,159 and $24,284,070, respectively.  The 
total growth in net position for these funds was $595,540 and $3,959,517, respectively.  Other factors 
concerning the finances of these two funds have already been addressed in the discussion of the City’s 
business-type activities. 

General Fund Budgetary Highlights

During the year there was a $2,507,289 increase in appropriations between the original and final amended 
budget.  Following are the main components of the increase: 

$788,549 in increases to the public safety budget.  The Patrol division received $286,950 in increases 
with the most significant portion representing carryover appropriations for purchases of vehicles and 
computer equipment.  The Fire Suppression division also received $282,389 in increases with the most 
significant portion representing carryover appropriations for purchase of equipment. 
$1,320,986 in increases to the public works budget.  The Stormwater Drainage division received 
$643,632 in increases with the most significant portion representing transfers from the City Council 
division of a portion of the 2% emergency reserve and the City Manager division for the December 21, 
2013 ice storm clean-up. 
$430,647 in increases to the city controller budget primarily within Information Services for increases 
related to carryover projects from previous years including document archiving, mobile support and 
phone system improvements.   

On June 28, 2011, the City adopted ordinance O-1011-58 changing the City’s reserve policy.  The 
ordinance establishes that the General Fund will have an unappropriated reserve of at least three percent 
(3%) of annually budgeted expenditures, in addition to an appropriated emergency reserve of two percent 
(2%) of annually budgeted expenditures.  In addition, the ordinance establishes the Net Revenue 







































































































A group of people in front of the Santa Fe Railroad Depot in Norman,  

Summer 1909    

 - Courtesy of the OU Western History Collection, Oklahoma Geological Survey #4570 
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Cleveland County Courthouse built in 1906, 
Norman, Oklahoma 

-Courtesy of the OU Western History Collection , E.A. Coleman #9 

Oklahoma Sanitarium Building.  Later known as Central State Hospital. Norman, 1897  

- Courtesy of the OU Western History Collection , E.A. Coleman #14 
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Main Street of Norman 

- Courtesy of the OU Western History Collection, E.E. Dale #211 
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Oklahoma Memorial Stadium at the University of Oklahoma over the years, and a rendering of renova ons to
come. The south end zone will be enclosed to form a con nuous bowl and many new ameni es will be added.

h p://gfoms.com/



1995

2005

2014

Interstate 35 through west Norman and the new Main Street Interchange (top le ) Source Google Earth
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