


ON THE COVER: On October 13, 2015 the voters of Norman approved a one-half percent
(1/2%), fifteen-year sales tax increase to fund quality of life improvement projects throughout Nor-
man. The NORMAN FORWARD citizen initiative passed with over a 72% approval rate and is
funding projects long anticipated in the City’s Parks and Recreation Master Plan, Library Master
Plan and Transportation Master Plan. Over $195 million in capital projects are envisioned to be
built through the NORMAN FORWARD program.

One of the major NORMAN FORWARD projects (budgeted at $6 million) is the construction of a
new regional park in northwest Norman, “Ruby Grant Park”. Ruby Grant was a long time educator
in the central Oklahoma community. Her estate bequeathed her family’s quarter-section homestead
of farmland (approximately 160 acres), in a rapidly-developing section of Norman along Interstate
35, to the University of Oklahoma (OU). Ruby Grant’s requirement for the bequest was that the land
be sold and the proceeds used for programs at the University, and the land remain largely undevel-
oped and used for a public park.

In 2006, the City of Norman purchased the Ruby Grant Family Homestead from the OU Foundation
and developed a Master Plan for the development of the Ruby Grant Park into a “passive” park,
maintaining the urban wilderness nature of the area while providing recreational opportunities for the
public. The Park will contain major walking and jogging trail systems, competitive cross-country
and disc golf courses, and the City’s first inclusive playground facilities for differently-abled users.
There will also be a public art installation, picnic facilities, restrooms and practice fields for youth
football and soccer. Most important, however, is that the Park will uphold Ruby Grant’s wish that
her family’s homestead benefit OU and be used as an open, nature preserve in the middle of urban
Norman. The first phase of the development of Ruby Grant Park is nearing completion, funded by
the NORMAN FORWARD Sales Tax.
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THE CITY OF NORMAN

OUR MISSION

“WORKING TOGETHER TO DELIVER EXCEPTIONAL
SERVICE”

To fulfill our mission, City of Norman employees pledge themselves to
these values:

TEAMWORK

We value each other’s contribution and encourage teamwork.

CARING

We value service to others in a caring manner. We listen with a willingness to
understand the needs of others. We respond in a friendly, helpful way.

ACCOUNTABILITY

We are responsible for our work and actions.

SERVICE
We are committed to providing exceptional service in a courteous, dependable and
efficient manner.

RESPECT
We respect our differences and treat each other with understanding and dignity.

FAIRNESS

We seek to understand the needs of others. We strive for equity in the delivery of
services and in the treatment of individuals.

PROFESSIONALISM

We value a knowledgeable, capable and effective organization.

RESPONSIVENESS

We value a timely response to both customer and employee.

We believe that these values are the foundation of all our endeavors to
make our community a better place now and for future generations.




CITY OF NORMAN

The Government Finance Officers Association of the United States and Canada (GFOA)
presented a Distinguished Budget Presentation Award to the City of Norman, Oklahoma, for
its annual budget for the fiscal year beginning July 1, 2019.

In order to receive this award, a governmental unit must publish a budget document that
meets the program criteria as a policy document, as an operations guide, as a financial plan,
and as a communications device.

The award is valid for a period of one year only. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to determine its
eligibility for another award.
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The City of

NORMAN

201 West Gray, Bldg. e P.0. Box 370 CITY MANAGER’S OFFICE
Norman, Oklahoma 73069 e 73070 Phone: 405-366-5402

April 8, 2021

The Honorable Mayor and City Council Members
Municipal Building
Norman, Oklahoma

Dear Mayor Clark and Council Members:

INTRODUCTION

It is my privilege and responsibility to present to you the proposed budget for the fiscal year July
1, 2021 — June 30, 2022 (FYE 2022). The adoption of an annual budget is required by the City
Charter (Article III, Section 4) and by State law (Title 11, Oklahoma Statutes, Section 17-205).
An annual budget must be adopted by the City Council at least seven days before the beginning of
the new fiscal year, certified by the Cleveland County Excise Board before the start of the fiscal
year (July 1) and transmitted to the State Auditor and Inspector within 30 days of the start of the
fiscal year. We encourage our citizens to explore their City’s budget document, which contains
interesting and vital information on all aspects of the City’s operation as well as information of
general interest on Norman.

As we present the FYE 2022 budget, we look back on a period of unprecedented turmoil in
Norman. In the last 12 months, our city has experienced:

e A once-in-a-century pandemic (the Novel Coronavirus of 2019, or “COVID-19”);

e A national confrontation of racial divisions and unrest that have been centuries in the
making and that have played themselves out on a smaller scale in Norman;

e Two federally-declared, weather-related disasters that caused the City to activate its
emergency response protocols;

e Political turmoil, reflected in (unsuccessful) recall petitions for the Mayor and several
Council Members;

e Unprecedented turnover amongst Council members between election cycles;

e The failure of the most ambitious General Obligation Bond proposal in Norman’s history,
and the resulting actions to keep the desired quality of life improvement projects moving
forward.

In short, “it has been a YEAR”.

Building an Inclusive Community



From a financial or budgetary standpoint, the City’s finances and budget have been remarkably
resilient through these times. Despite tremendous volatility (discussed below), the City’s General
Fund has maintained a stable position and is projected to meet all mandated reserve levels through
the end of FYE 2022. This is a great credit to the leadership of the Mayor and Council and the
professionalism, ingenuity and dedication of our City staff. There is still uncertainty related to the
timing of anticipated reimbursement of disaster recovery expenses from the Federal Emergency
Management Agency (the General Fund has advanced payment of millions of dollars to debris
removal contractors), but it is anticipated that the City’s out-of-pocket expenditures will be
manageable.

The fiscal year 2021-2022 budget maintains basic City services and expands services in some
targeted areas of priority identified by the Council. Several major capital improvement programs,
financed by the NORMAN FORWARD Sales Tax and by voter-approved General Obligation
Bond projects, primarily for transportation system improvements (i.e., road widening) are ongoing.
These capital projects will themselves have a “stimulative” effect on our local economy. Federal
assistance, particularly through the Coronavirus Aid, Relief and Economic Recovery (CARES)
Act of 2020; the American Rescue Plan Act (ARP) of 2021; and the proposed American Jobs Plan
of 2021, has benefitted the City of Norman in the millions of dollars. These CARES Act funds
have been used to replenish our General Fund and Room Tax Fund balances and programs,
including a Small Business Relief Program which has provided funds to assist hundreds of Norman
businesses that were negatively impacted by the COVID pandemic, and funds to complete the
long-awaited Senior Wellness Center. Norman’s Community Development Block Grant
entitlement programs for our low and moderate-income residents have also expanded from
CARES Act funding.

It is unusual for Norman to receive federal assistance on the scale that we are anticipating over the
next few months. The 2021-2022 budget does not include anticipated funding from the ARP Act
or the American Jobs Plan, but early indications are that over $20 million may be received by
Norman through these federal programs. Council will consider the allocation of these funds as
federal regulations are developed for their use, but preliminary discussions have included (but have
not been limited to) one-time expenditures for such things as (in order of priority):

= Completion of the Emergency Operations/Communication Center at its full scale
(approximately $8,000,000);

* Funding of the full cost of widening 36" Avenue N.W. from Tecumseh to Indian Hills
Road (approximately $11,500,000, to replace Federal Highway Administration funds that
were anticipated to match City GO Bond funding);

= Payment of annual debt service, reduction of principal on outstanding Norman Municipal
Authority indebtedness for, or construction of “Critical Capital Needs” envisioned in the
Public Safety Sales Tax Ordinance of 2014 (Fire Station 5 Reconstruction, amount to be
determined);

= Traffic and Roadway Improvements funded by the voter-approved General Obligation
Bond programs of 2019, for which anticipated Federal Highway Administration matching
funds may be reduced or delayed (amount TBD).

= Prioritized Capital Improvement Projects identified in the 2009 Stormwater Master Plan
(amount TBD);
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» Funding for replacement of City fleet vehicles (amount TBD)

* Funding for completion of Municipal Complex renovations (discussed below; additional
funding is needed to match voter-approved GO Bond funds to complete the project;
approximately $11,000,000).

As our budget consideration processes progress, Council will discuss and direct these and other
matters which will have long-lasting impacts on Norman’s City budget and local economy.

The total budget for all City of Norman funds for fiscal year ending 2021 was $264,413,701 and
for FYE 2022, the total proposed budget is $226,629,655. The primary reason for this budget
decrease is the reduction of major GO Bond-funded transportation projects and NORMAN
FORWARD projects, which are ongoing, from the proposed fiscal year budget.

STRATEGIC PLANNING

At the start of each fiscal year, which is also the start of new Council Member terms, the Norman
City Council conducts a facilitated strategic planning retreat, at which goals and plans for the
coming year or years are discussed. Through the Retreat discussions, priority is given to those
strategic areas in which the most interest is shown by Council Members. Through Council
consensus at this Retreat, the various Council committees are given assignments of areas of
concentration within their committee’s purview, which will result in Council action and directions
to the City Manager and Management Team over the coming fiscal year, or longer-term if
addressing the priority will take longer than a year, or require future voter consideration.

Examples of priority strategic areas directed by Council in fiscal year 2020-2021 were services to

home insecure population, review of medical marijuana ordinances, and implementation of short
term rental regulations.

NORMAN SALES TAX TRENDS

Council has had ongoing discussions about the health of our City’s sales tax-driven revenue base
and the challenges that presents. Sales tax is not only the major source of revenue for the City’s
major operational fund, the General Fund, sales tax is the major (or only) source of revenue related
to expanded public safety initiatives approved by our voters in 2008 and 2014; major quality of
life improvements (“Norman Forward”) approved in 2015; public transportation (approved in
2019) and for earmarked capital programs, originally approved in 1976. The City is dependent
on sales tax revenue to fund over half of its general purpose (non-utility fee based) operational
and capital programs and is becoming more dependent.

Sales tax is very volatile by nature, and is made more so by recent marketplace trends toward
service-based purchases and on-line purchases of retail goods. We continue to support judicial
and legislative actions to better enforce existing sales and use tax statutes and ordinances; to
broaden the sales tax base; to concentrate the allocation of available sales and use tax revenues on
core, general purpose operational and capital services; and to diversify our revenue base. The
ability of the City of Norman to continue to provide the level of services that our citizens demand
and deserve will depend in large part on the success of these initiatives.
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As consumer spending patterns change to more service-based and remote (on-line) purchases,
municipalities have had some success in gaining compliance with laws and regulations that enable
taxes to be collected on remote purchases in the form of increased “use tax” collections. Use taxes
are basically sales taxes applied to purchases of goods from out-of-state vendors for use within the
City where the goods are delivered. This trend is reflected in Norman’s pattern of slow growth in
overall sales tax collections, moderated somewhat by increased use tax revenue:

Considering that over more than 30 years, Norman’s monthly general purpose sales tax variances
tend to be within a band of -3% to +8%, the impacts on the local economy of the COVID-19
pandemic and the related emergencies actions (“‘shelter in place” orders) taken to slow the spread
of the virus were dramatically reflected in the month-over month comparisons of Norman’s sales
tax receipts during the last 12 month period:
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It is encouraging that a healthy growth pattern in Norman’s combined sales and use tax revenues
seems to be reflected as Norman emerges from the “Pandemic Period”, but the uncommon
volatility in monthly returns indicates that extreme caution and prudence should be followed going
forward. The City must continue to work on the revenue initiatives discussed above as we move
into the future:

e Support judicial and legislative actions to better enforce existing sales and use tax statutes
and ordinances;

e Broaden the sales tax base by supporting state legislation to reduce the number of sales tax
exemptions, particularly in targeted service areas;

e Promote the use of existing and proposed future sales and use tax rate measures on core,
general purpose operational and capital services, rather than upon earmarked projects
which may be better supported by bonds proposed for specific purposes;

e Diversify our revenue base into new areas and sources.

The City’s sales tax revenue projections for fiscal year 2021-2022 are based on a slow growth

pattern of two percent (2%) in the coming year. This projection is based on recent growth
patterns, moderated by concerns of recent volatility in monthly collections.

MAJOR GENERAL FUND REVENUE SOURCES, Fiscal Year 2020-2021

Sales and Use Taxes - Overall City general purpose sales tax collections for FYE 2021 are
currently 2.5 percent (+2.46%) above FYE 2020 levels, and substantially on budgeted levels
(budgeted increase of 2%).

In FYE 2022, General Fund and overall City sales tax collections are projected to grow at a rate
of 2% from FYE 2020 projected levels. In the longer term the combined impact of sales and use
tax will be closely monitored.

Use Tax is similar to a sales tax collected on purchases of goods outside of the City for use within
the City. Staff will emphasize the monitoring of use tax collections going forward, as out-of-state
purchases of goods for use in Norman, such as internet purchases and purchases of construction
materials for the local home building industry should be captured in use tax collections. Future-
year use tax is projected to grow at four percent (4%) per year.

Enforcement of the requirement for out-of-state vendors to collect sales/use tax for their sales in
Oklahoma is still difficult. The ongoing concern of proper payment of sales and use taxes by
out-of-state vendors is a Federal (interstate commerce) issue, about which the City of Norman
will continue to partner with other cities and agencies to gain wider compliance (Federal
legislation, such as the Remote Transactions Parity Act or the Marketplace Fairness Act have been
proposed, but not enacted).



Franchise Fees — These are payments made by private utility companies (Oklahoma Gas and
Electric, Oklahoma Natural Gas, Cox Cable, etc.) to the City of Norman General Fund for their
use of the public rights-of-way. Franchise payments are directly tied to utility revenues, which are
heavily influenced by seasonal weather patterns (similar to the direct impact of weather on Norman
Water Utility revenues). Franchise Fee revenues are projected to be below budget (-10.77%) for
FYE 2021, due to unseasonably mild summer weather. Fourth quarter Oklahoma Natural Gas
revenue may be above budgeted levels, due their revenues during the extremely cold February,
2021 weather (these revenues have not been received as of this writing). Collections are projected
to increase by three percent overall, from projected final FYE 2021 revenues, in FYE 2022.

Licenses and Permits — These are payments made for obtaining trade, food or liquor licenses to do
business in Norman and for obtaining permits to build or alter structures in Norman. Permit
volume and revenues are, therefore, an important proxy for the vitality of the local homebuilding
industry, which in turn has impact on sales and use tax growth rates, and a direct and significant
impact on revenues from the Sewer Excise Tax on New Development (Wastewater Utility
revenues are separated from the General Fund). License and permit revenues are projected to be
slightly below budget in FYE 2021 (-6.5%), and to grow by one percent (1%) from those projected
levels in FYE 2022. Staff will continue to monitor these trends, as the homebuilding industry can
act as an indicator of the health of the overall local economy and sales tax base.

Other Taxes — This revenue category primarily reflects the City of Norman’s receipt of state shared
Motor Vehicle and Tobacco Taxes. FYE 2020 collections are substantially on budget.

Fines and Forfeitures — This revenue category is for citation payments for municipal offenses (non-
traffic, traffic and /parking fines, etc.). Fine and forfeiture revenue is substantially below budget
for FYE 2021 (-34.5%). Revenues are projected to increase by three percent above projected FYE
2021 levels in FYE 2022.

Investment Income — Investment income reflects the return on the investment of General Fund
moneys on hand before they are expended. Due to the decline in fund balances available for
investment, investment income is not a major source of General Fund revenue, but investment
returns are on budgeted levels in FYE 2021. Consolidated Investment Portfolio practices and
municipal bond market conditions will continue to be closely monitored due to their impact on all
City funds. Current market conditions are reducing the amount of interest revenues being currently
collected and projected into the future, due to depressed market interest rates.

GENERAL FUND RESERVE LEVELS

The City of Norman, in keeping with State law and standards of financial prudence, seeks to
maintain adequate levels of fund balance to meet emergency expenditure demands, unexpected
claims for worker’s compensation, medical or torts against the City. Fund balance can only be
appropriated for expenditure by an act of the City Council, and the adoption of the budget
appropriates projected funds for expenditure in the upcoming fiscal year, less funds that are held
in fund balance. Norman has adopted fund balance policies in keeping with accepted accounting
standards. By Ordinance O-1011-58 (adopted June 28, 2011) and as amended by Ordinance O-
1819-10 (adopted September 11, 2018), the City has adopted formal reserve policies for the
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General Fund which require that an Emergency Reserve allocation of one percent (1%) of budgeted
General Fund expenditures be appropriated within the General Fund budget; at least three percent
(3%) of budgeted General Fund expenditures be held in General Fund balance (these are
considered Operating, or “unrestricted” reserves by accounting standards) and at least an additional
four percent (4%) of General Fund expenditures must be held in a segregated Net Revenue
Stabilization (or “Rainy Day’’) Fund.

The Ordinance targets 5% of General Fund expenditures and up to a maximum of 6% of General
Fund expenditures to be held in the Net Revenue Stabilization Fund. The Ordinance requires that
at least the minimum fund balances be restored to the Rainy Day Fund within three years of any
appropriation of fund balance in the Fund. Funds held in Net Revenue Stabilization Fund balance
can only be appropriated by the Council if at least one of three circumstances is met:

e The General Fund Operating Reserve falls below one percent of budgeted expenditures;

e A natural or man-made disaster, declared by the President of the United States or the
Governor of Oklahoma for the Norman area, has been declared which necessitates
emergency expenditures to be made above the 2% Emergency Reserve appropriation;

e A major one-time or capital expenditure has been necessitated, such as for major repairs to
City of Norman facilities or equipment damaged in storms or other circumstances.

Net Revenue Stabilization Fund balances are considered to be “Committed” fund balances under
accounting standards. The combination of these fund balance reserve requirements results in a
minimum of eight percent (8%) of General Fund expenditures to be held in reserve, a target of 9%
and a maximum of 10 percent (10%). The City Council has never made any appropriations to
spend money from the Rainy Day Fund.

As of the end of FYE 2021, the City projects to meet its Operating Reserve requirements in the
General Fund, and the Rainy Day Fund is expected to exceed its (4%) Minimum balance (by
$333,595), but fall short of its (5%) Target balance (by $-601,550). The Council appropriated
CARES Act funding of $135,000 to be deposited to the Rainy Day Fund.

The required reserves at fiscal year-end (as of June 30, 2021) are inflated by one-time expenditures
projected to be paid to debris removal contractors (and largely offset by federal and state
emergency reimbursements). Without this consideration, the Rainy Day Fund would be meeting
its Targeted level. Council is required by the Rainy Day Fund Ordinance to review the position
of the Fund during the fiscal year, at the close of the prior fiscal year audit, to consider whether to
make a “deposit” to the Rainy Day Fund to restore its Minimum level, to bring it to its Target or
Maximum level, or to draw down Rainy Day Fund balances.

Because of the inherent volatility in Norman’s primary sources of General Fund revenue (sales
and use tax) and our susceptibility to extreme weather conditions (necessitating unexpected
emergency expenditures), it is very important for Norman to maintain adequate fund balances.
Projected and actual reserve levels will continue to be proactively managed and balanced with the
ability to provide adequate levels of service to our citizens.
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FISCAL YEAR 2021-2022 OPERATIONAL BUDGET PREPARATION

General Fund Budget Preparation

As noted in the Community Profile Section, the City of Norman runs a very small, efficient
operation compared to cities with similar populations. The cost of providing these General
Governmental services have historically grown at a faster rate than the revenue sources to pay for
them. FYE 2022 General Fund revenues are projected to exceed expenses; however, future-year
Net Revenues are projected to be negative. There continue to be critical areas in which services
and personnel are below desirable levels. The City’s General Fund provides revenue “subsidies”
to the Public Safety Sales Tax and Public Transit Sales Tax Special Revenue Fund operations, and
the City’s General Fund provides the full cost of maintaining the storm water drainage systems of
the City. In each of these areas, services need to be expanded, particularly in the PSST and storm
water areas.

The fiscal year 2021-2022 budget does add personnel to more adequately maintain the additional
park spaces that have been added in the NORMAN FORWARD program. Three Park
Maintenance personnel are proposed to be added, with their cost covered through an inter-fund
revenue transfer from the NORMAN FORWARD Fund. One additional Plumber (Tradesworker)
position is proposed to be added to the Facilities Maintenance Division and one Traffic Technician
position is proposed to be added, primarily to maintain the City’s optical fiber network systems.

The Council directed that additional staffing be added to provide services to the City’s home
insecure populations, to replace previously grant-funded personnel. Despite the need for
additional personnel and service expansions, often mandated by regulatory action or by voter-
approved ordinances, the proposed fiscal year 2021-2022 General Fund and subsidized Special
Revenue funds do not add any personnel.

The Council is aware and has been reminded by the Public Safety Sales Tax Citizen’s Oversight
Committee of the need to add personnel that was promised to the voters with the passage of the
permanent PSST Ordinance (O-1314-33). The City’s budget has not allowed for the addition of
two Emergency Communications Officers (Dispatchers; with personnel cost of approximately
$135,000 per year) and four School Resource Officer positions (annual personnel cost of
approximately $650,000, to potentially be shared with the Norman Public School District) that
were mandated by this Ordinance. The need for the expanded services provided by these positions
has not gone away. In future budget years, the General Fund budget will need to be positioned to
absorb these costs, as Public Safety Sales Tax revenues are not sufficient to fund them.

The City’s National Pollutant Discharge Elimination System permit from the U.S. Environmental
Protection Agency requires the addition of services in the City’s stormwater management
programs to improve the quality of Norman’s downstream water supplies and to protect against
flooding. To meet these minimum permit standards, the City needs to add an additional staffed
Street Sweeper (approximately $325,000 for equipment and $75,000 annually for personnel) and
a Stormwater Maintenance Crew (approximately $160,000 for equipment and $300,000 annually
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for personnel). In most cities of the size and character of Norman, stormwater management is paid
for, fully or partially, from revenues generated from a Stormwater Utility Fee that operates
similarly to Norman’s Water, Water Reclamation and Sanitation Utilities. The Council has
referred the question of providing for a Stormwater Utility fee to pay for these services to the
voters (the Norman City Charter requires a vote of the people to implement or raise utility rates)
and the voters have turned down the proposal twice. The need for the expanded services provided
by these positions and equipment has not gone away. In future budget years, the General Fund
budget will need to be positioned to absorb these costs, or the voters will need to be convinced of
the necessity of the services to protect Norman’s downstream water supplies and to protect against
flooding during storms.

More detailed information on all departmental budget requests, along with their written
justification, will be provided to Council upon request.

Personnel Cost Assumptions

As a provider of public services, personnel costs are the major driver of expenditures in the
General Fund and impact on expenditures in every City operation. A major component of
personnel costs is the cost of benefits provided to City of Norman employees. The provision of
health care benefits to City employees and their dependents is a major cost related to all City
functions. Health care cost increases (accounted for in the City’s Risk Management Fund) have
been moderated in recent years due to prudent actions taken by City administrators and third-
party consultants.

The FYE 2022 budget is based on the following assumptions for personnel costs:

e Budgeted positions are assumed to be filled for the full fiscal year;

e No salary increases (cost-of-living raises) are assumed, but allowance is made for the one-
time costs of implementing a new Classification/Compensation System, completed by
consultants in fiscal year 2020-2021;

e Employees are assumed to receive a merit step raise, if they qualify;

e An Employer Contribution of $662 per month (single) and $1359 per month (family) for
health insurance;

¢ An Employer Retirement contribution of 8.5% of payroll for Norman Employees Defined
Contribution Retirement System members;

e An Employer Pension contribution of 13% of payroll for state-mandated Police Pension
System members and 14% for Firefighter Pension System employees;

e Mandated Social Security and Medicare contributions for all non-fire employees;

e An assumption of $800,000 in “Employee Turnover Savings” is built into the budget
(approximately 1.6% of Salary and Benefit Category allocations), under the assumption
that the net impact on the General Fund of the savings achieved by employees leaving
during the course of the year and hiring replacement employees at a lower salary at a later
time will outweigh the cost of one-time leave payouts to employees who leave;

e Other allowances and payments, as mandated by union contracts and City policies, are
anticipated and included in budgeted benefit costs (approximately 80% of the City
workforce is unionized, as illustrated in the Overview Section).
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Public Transportation and Parking Fund Budget Preparation

The City of Norman assumed the administration of the public transportation system from the
University of Oklahoma in August, 2019. On November 12, 2019, the voters of Norman approved
a one-eighth percent (1/8%, or .125) sales tax to fund the City’s public transportation service. This
“Public Transit Sales Tax” (“PTST”) was effective on April 1, 2020. T