
 

 

Honorable Mayor, City Council, Finance Committee and Management 

City of Norman, Oklahoma 
Norman, Oklahoma 
 
 
As part of our audits of the financial statements and compliance of the City of Norman, 
Oklahoma (the City) as of and for the year ended June 30, 2019, we wish to communicate the 
following to you. 
 
 
AUDIT SCOPE AND RESULTS 
 
Auditor’s Responsibility Under Auditing Standards Generally Accepted in the 
United States of America; the Standards Applicable to Financial Audits Contained 
in Government Auditing Standards, Issued by the Comptroller General of the 
United States; and U.S. Office of Management and Budget (OMB) Title 2 U.S. Code 
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance) 
 
An audit performed in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the Uniform Guidance is 
designed to obtain reasonable, rather than absolute, assurance about the financial statements and 
about whether noncompliance with the types of compliance requirements described in the OMB 
Compliance Supplement that could have a direct and material effect on a major federal program 
occurred.  In performing auditing procedures, we establish scopes of audit tests in relation to the 
opinion unit being audited.  Our engagement does not include a detailed audit of every 
transaction.  Our engagement letter more specifically describes our responsibilities. 
 
These standards require communication of significant matters related to the financial statement 
and compliance audits that are relevant to the responsibilities of those charged with governance 
in overseeing the financial reporting process.  Such matters are communicated in the remainder 
of this letter or have previously been communicated during other phases of the audit.  The 
standards do not require the auditor to design procedures for the purpose of identifying other 
matters to be communicated with those charged with governance. 
 
Audits of the financial statements and compliance do not relieve management or those charged 
with governance of their responsibilities.  Our engagement letter more specifically describes 
your responsibilities. 
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Qualitative Aspects of Significant Accounting Policies and Practices 
 
Significant Accounting Policies 
 
The City’s significant accounting policies are described in Note 1 of the audited financial 
statements. 
 
Alternative Accounting Treatments 
 
No matters are reportable. 

 
Management Judgments and Accounting Estimates 
 
Accounting estimates are an integral part of financial statement preparation by management, 
based on its judgments.  The following areas involve significant areas of such estimates for 
which we are prepared to discuss management’s estimation process and our procedures for 
testing the reasonableness of those estimates: 
 

 Other postemployment benefit liability 

 Net pension liability 

 Claims and judgments payable 

 Allowance for uncollectible receivables 
 
Financial Statement Disclosures 
 
The following areas involve particularly sensitive financial statement disclosures for which we 
are prepared to discuss the issues involved and related judgments made in formulating those 
disclosures: 
 

 Pension plans 

 Other postemployment benefits 
 
Audit Adjustments 
 
During the course of any audit, an auditor may propose adjustments to financial statement 
amounts.  Management evaluates our proposals and records those adjustments which, in its 
judgment, are required to prevent the financial statements from being materially misstated.  
Some adjustments proposed were not recorded because their aggregate effect is not currently 
material; however, they involve areas in which adjustments in the future could be material, 
individually or in the aggregate.   
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Areas in which adjustments were proposed include: 
 

Proposed Audit Adjustments Recorded 

 No matters are reportable. 
 

Proposed Audit Adjustments Not Recorded 

 Attached is a summary of uncorrected misstatements we aggregated during the current 
engagement and pertaining to the latest period presented that were determined by 
management to be immaterial, both individually and in the aggregate, to the financial 
statements as a whole. 

 
Auditor’s Judgments About the Quality of the City’s Accounting Principles 
 
No matters are reportable. 
 
Other Material Communications 
 
Listed below are other material communications between management and us related to the 
audit: 
 

 Management representation letter (attached) 

 We orally communicated to management other deficiencies in internal control identified 
during our audit that are not considered material weaknesses or significant deficiencies 

 
 
OTHER MATTERS 
 
We observed the following matters and offer these comments and suggestions with respect to 
matters which came to our attention during the course of the audit of the financial statements.  
Our audit procedures are designed primarily to enable us to form an opinion on the financial 
statements and, therefore, may not bring to light all weaknesses in policies and procedures that 
may exist.  However, these matters are offered as constructive suggestions for the consideration 
of management as part of the ongoing process of modifying and improving financial and 
administrative practices and procedures.  We can discuss these matters further at your 
convenience and may provide implementation assistance for changes or improvements. 
 
Management of the City will be required to implement two potentially significant accounting 
standards changes during upcoming fiscal years.  Implementation of these new standards will 
likely require increased workloads to various departments, primarily the finance department, 
within the City to accumulate the necessary information.   
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The standards are as follows: 
 
GASB Statement No. 84, Fiduciary Activities 
 
The objective of Governmental Accounting Standards Board (GASB) Statement No. 84, 
Fiduciary Activities, is to improve guidance regarding the identification of fiduciary activities for 
accounting and financial reporting purposes and how those activities should be reported. 
  
GASB 84 establishes criteria for identifying fiduciary activities of all state and local 
governments.  The focus of the criteria generally is on 1) whether a government is controlling the 
assets of the fiduciary activity and 2) the beneficiaries with whom a fiduciary relationship exists.  
Separate criteria are included to identify fiduciary component units and postemployment benefit 
arrangements that are fiduciary activities. 
  
An activity meeting the criteria should be reported in a fiduciary fund in the basic financial 
statements.  Governments with activities meeting the criteria should present a statement of 
fiduciary net position and a statement of changes in fiduciary net position.  An exception to that 
requirement is provided for a business-type activity that normally expects to hold custodial assets 
for three months or less. 
  
GASB 84 is effective for the City’s fiscal year ending June 30, 2020.  Earlier application is 
encouraged. 
 
GASB Statement No. 87, Leases 
 
In June 2017, GASB published Statement No. 87, Leases.  GASB 87 was the result of a multi-
year project to re-examine the accounting and financial reporting for leases.  GASB 87 
establishes a single model for lease accounting based on the principle that leases represent the 
financing of the right to use an underlying asset.  Specifically, GASB 87 includes the following 
accounting guidance for lessees and lessors: 
  
Lessee Accounting   
 
A lessee will recognize a liability measured at the present value of payments expected to be 
made for the lease term and an intangible asset measured at the amount of the initial lease 
liability plus any payments made to the lessor at or before the beginning of the lease and certain 
indirect costs.  A lessee will reduce the liability as payments are made and recognize an outflow 
of resources for interest on the liability.  The asset will be amortized by the lessee over the 
shorter of the lease term or the useful life of the asset.  
  
Lessor Accounting   
 
A lessor will recognize a receivable measured at the present value of the lease payments 
expected for the lease term and a deferred inflow of resources measured at the value of the lease 
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receivable plus any payments received at or prior to the beginning of the lease that relate to 
future periods.  The lessor will reduce the receivable as payments are received and recognize an 
inflow of resources from the deferred inflow of resources in a systematic and rational manner 
over the term of the lease.  A lessor will not derecognize the asset underlying the lease.  There is 
an exception for regulated leases for which certain criteria are met, such as airport-aeronautical 
agreements. 
  
The lease term used to measure the asset or liability is based on the period in which the lessee 
has the noncancelable right to use the underlying asset.  The lease term also contemplates any 
lease extension or termination option that is reasonably certain of being exercised. 
  
GASB 87 does not apply to leases for intangible assets, biological assets (i.e., timber and living 
plants and animals), service concession agreements or leases in which the underlying asset is 
financed with conduit debt that is reported by the lessor.  Additionally, leases with a maximum 
possible term of 12 months or less are excluded. 
  
GASB 87 is effective for the City’s fiscal year ending June 30, 2021.  Early application is 
encouraged.  It is anticipated that leases would be recognized using the facts and circumstances 
in effect at the beginning of the period of implementation. 
 
This communication is intended solely for the information and use of management, the City’s 
Finance Committee, the City Council and others within the City and is not intended to be and 
should not be used by anyone other than these specified parties. 
 

 
 
December 6, 2019 
 
 

 





















Before Subsequent to
Misstatements Misstatements Misstatements % Change

Current Assets 187,268,219 187,268,219

Non-Current Assets & Deferred Outflows 495,401,355 495,401,355

Current Liabilities (25,470,407) (25,470,407)

Non-Current Liabilities & Deferred Inflows (238,807,999) (523,762) (239,331,761) 0.22%

Current Ratio 7.35 7.35

Total Assets & Deferred Outflows 682,669,574 682,669,574

Total Liabilities & Deferred Inflows (264,278,406) (523,762) (264,802,168) 0.20%

Total Net Position (418,391,168) 523,762 (417,867,406) -0.13%

General Revenues & Transfers (110,607,397) (110,607,397)

Net Program Revenues/ Expenses 57,751,761 275,811 58,027,572 0.48%

Change in Net Position (52,855,636) 275,811 (52,579,825) -0.52%

City of Norman, OK
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the financial 
statements if the uncorrected misstatements identified were corrected.

Governmental Activities (Government-Wide Statements)
QUANTITATIVE ANALYSIS



Governmental Activities (Government-Wide Statements)
SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Current Non-Current Current Non-Current
General Revenues 

& Transfers

Net Program 
Revenues/ 
Expenses Net Position

Change in Net 
Position Net Position

Description Financial Statement Line Item DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Turnaround effect for recording 
unprocessed travel vouchers

J 0 0 0 0 0 (247,951) 247,951 0 0 

GW-GA Net Position 247,951 N/A N/A
Program Expenses (247,951)

To record an additional accrual for 
the City's loss reserve estimate

J
0 0 0 (523,762) 0 523,762 0 0 0 

Non-Current Other Liabilities (523,762) N/A - Estimate
Program Expenses 523,762

Total passed adjustments 0 0 0 (523,762) 0 275,811 247,951 0 0

Impact on Change in Net Position 275,811

Impact on Net Position 523,762

Client:  City of Norman, OK
Period Ending:  June 30, 2019

Net Effect on Following YearAssets & Deferred Outflows Liabilities & Deferred Inflows

Factual (F), 
Judgmental (J), 

Projected (P)



Before Subsequent to
Misstatements Misstatements Misstatements % Change

Total Assets & Deferred Outflows 47,504,927 47,504,927

Total Liabilities & Deferred Inflows (2,439,876) 33,985 (2,405,891) -1.39%

Total Fund Balance (45,065,051) (33,985) (45,099,036) 0.08%

Revenues (11,214,902) (11,214,902)

Expenditures 20,762,991 (33,985) 20,729,006 -0.16%

Change in Fund Balance 9,598,093 (33,985) 9,564,108 -0.35%

City of Norman, OK
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 
financial statements if the uncorrected misstatements identified were corrected.

Norman Forward
QUANTITATIVE ANALYSIS



Norman Forward
SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Assets & Deferred 
Outflows

Liabilities & 
Deferred Inflows

Change in Fund 
Balance

Fund
Balance

Description Financial Statement Line Item DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

To adjust the construction 
retainage payable balance to actual 
at year end.

F
0 33,985 0 (33,985) 0 33,985 (33,985)

Capital Outlay (33,985) (33,985)
Retainage Payable 33,985 33,985 

Total passed adjustments 0 33,985 0 (33,985) 0 33,985 (33,985)

Impact on Change in Fund Balance (33,985)

Impact on Fund Balance (33,985)

Client:  City of Norman, OK
Period Ending:  June 30, 2019

Revenues Expenditures

Net Effect on Following Year

Fund Balance
Factual (F), 

Judgmental (J), 
Projected (P)



Before Subsequent to
Misstatements Misstatements Misstatements % Change

Total Assets & Deferred Outflows 27,428,893 27,428,893

Total Liabilities & Deferred Inflows (7,837,158) (49,000) (7,886,158) 0.63%

Total Fund Balance (19,591,735) 49,000 (19,542,735) -0.25%

Revenues (70,012,913) (70,012,913)

Expenditures 74,320,492 (198,951) 74,121,541 -0.27%

Change in Fund Balance (685,899) (198,951) (884,850) 29.01%

City of Norman, OK
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 
financial statements if the uncorrected misstatements identified were corrected.

General Fund
QUANTITATIVE ANALYSIS



General Fund
SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Assets & Deferred 
Outflows

Liabilities & 
Deferred Inflows

Change in Fund 
Balance

Fund
Balance

Description Financial Statement Line Item DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Turnaround effect of recording 
unprocessed travel vouchers.

F 0 0 0 (247,951) 247,951 0 0 

Fund Balance 247,951
Expenditures (247,951)

To record unbilled legal fees F 0 (49,000) 0 49,000 0 (49,000) 49,000 
Accrued Liabilities (49,000) 49,000 
General Government Expenditures 49,000 (49,000)

Total passed adjustments 0 (49,000) 0 (198,951) 247,951 (49,000) 49,000

Impact on Change in Fund Balance (198,951)

Impact on Fund Balance 49,000

N/A - No turnaround effect

Client:  City of Norman, OK
Period Ending:  June 30, 2019

Revenues Expenditures Fund Balance

Net Effect on Following Year

Factual (F), 
Judgmental (J), 

Projected (P)



Before Subsequent to
Misstatements Misstatements Misstatements % Change

Total Assets & Deferred Outflows 108,954,885 71,829 109,026,714 0.07%

Total Liabilities & Deferred Inflows (2,890,707) (523,762) (3,414,469) 18.12%

Total Fund Balance (106,064,178) 451,933 (105,612,245) -0.43%

Revenues (29,722,872) (29,722,872)

Expenditures 28,571,163 510,997 29,082,160 1.79%

Change in Fund Balance (1,151,709) 510,997 (640,712) -44.37%

City of Norman, OK
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 
financial statements if the uncorrected misstatements identified were corrected.

ARF
QUANTITATIVE ANALYSIS



ARF
SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Assets & Deferred 
Outflows

Liabilities & 
Deferred Inflows

Change in Fund 
Balance

Fund
Balance

Description Financial Statement Line Item DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Turnaround effect of recording 
portion of insurance expense as a 
prepaid asset

F

0 0 0 59,064 (59,064) 0 0 

Net Position - Beginning (59,064)
Services, maintenance and claims 59,064

To record the portion of insurance 
expense that should be a prepaid 
asset

F

71,829 0 0 (71,829) 0 71,829 (71,829)

Prepaid Asset 71,829 (71,829)
Services, maintenance and claims (71,829) 71,829 

To record an additional accrual for 
the City's loss reserve estimate

J

0 (523,762) 0 523,762 0 0 0 

Liability for Incurred Claims (523,762) N/A - Estimate
Services, maintenance and claims 523,762

Total passed adjustments 71,829 (523,762) 0 510,997 (59,064) 71,829 (71,829)

Impact on Change in Fund Balance 510,997

Impact on Fund Balance 451,933

N/A - Turnaround Effect

Client:  City of Norman, OK
Period Ending:  June 30, 2019

Revenues Expenditures Fund Balance

Net Effect on Following Year

Factual (F), 
Judgmental (J), 

Projected (P)


