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March 10, 2006 
 
 
 
 
Citizens of Keller, Honorable Mayor Julie Tandy, Members of the  
   City Council and City Manager 
City of Keller 
Keller, Texas: 
 
The Comprehensive Annual Financial Report for the City of Keller, Texas (the City) for the fiscal year ended 
September 30, 2005, is hereby submitted.  This report was prepared through the cooperative effort of the Finance 
Department and the City’s independent auditors, in accordance with §103.001 of the Texas Local Government Code 
and Article VII, Section 15 of the Charter of the City of Keller.  The purpose of the report is to provide the City Council, 
management, staff, the public, and other interested parties with detailed information reflecting the City's financial 
condition. 
 
Full responsibility for the accuracy and reliability of the data, as well as completeness and fairness of this report, 
including all disclosures, rests with City management.  The City has established and maintains a system of internal 
accounting controls designed in part to provide a reasonable assurance that assets are safeguarded against loss, 
theft, or unauthorized use, and that financial records can be relied upon to produce financial statements in 
accordance with generally accepted accounting principles (GAAP). The concept of reasonable assurance recognizes 
that the cost of maintaining the system of internal accounting controls should not exceed the benefits likely to be 
derived.  We believe the data, as presented, is accurate in all material aspects; that it is presented in a manner 
designed to fairly set forth the financial position and results of operations of the City as measured by the financial 
activity of its various funds; and that all disclosures necessary to enable the reader to gain the maximum 
understanding of the City’s financial affairs have been included.  As management, we assert that, to the best of our 
knowledge and belief, this financial report is complete and reliable in all material respects.  
 
The comprehensive annual financial report (CAFR) is organized in three sections: Introductory, Financial, and 
Statistical.  The introductory section includes this transmittal letter, a list of principal officials, an organization chart, 
and other general information useful in assessing the City's financial condition.   
 
The financial section contains the opinion of the City's independent auditors, Rutledge Crain & Company, PC, 
Certified Public Accountants, a firm of licensed certified public accountants.  The goal of the independent audit was to 
provide reasonable assurance that the financial statements of the City for the fiscal year ended September 30, 2005, 
are free of material misstatement.  The independent audit involved examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements; assessing the accounting principles used and significant 
estimates made by management; and evaluating the overall financial statement presentation.  The independent 
auditors concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified opinion on 
the City's financial statements for the fiscal year ended September 30, 2005, and that the financial statements are 
fairly presented in conformity with GAAP.  The independent auditors' report is presented as the first component of the 
financial section of this report.   
 
Also included in the financial section is management's discussion and analysis (MD&A), which provides users of the 
basic financial statements a narrative introduction, overview, and analysis of the basic financial statements.  The 
basic financial statements, including the accompanying notes, represent the core of the financial section.  These 
financial statements present the financial condition of the City as a single entity, as well as the individual funds that 
account for the City's various governmental and business-type activities.  This transmittal letter is designed to 
complement the MD&A, and should be read in conjunction with it. 

jphifer
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The statistical section includes a variety of financial, economic, and demographic information generally presented in a 
table format, on a multi-year basis, with comparative information, to give users of the report a perspective on the 
City's performance over a number of years. 
 
 
City Profile 
 
The City was incorporated on November 16, 1955 under the general laws of the State of Texas, and the current 
Home-rule Charter was approved by the voters in 1982.  The City is a home-rule city and operates under the Council-
Manager form of government.  The City Council is comprised of a mayor and five council members, who enact local 
legislation, determine overall City policies, pass ordinances, appoint committees, and adopt the City's budget.  The 
Mayor and Council Members are all elected at-large on a non-partisan basis.  Council members are elected for a two-
year term on a rotating basis, with the Mayor and two council members elected in odd-numbered years, and the 
remaining three council members elected on even-numbered years.  The City Manager is appointed by the Mayor 
and City Council and is responsible to them for proper administration of the daily affairs of the City, and appointing 
the heads of the various departments. 
 

 

 
 
The City is located in Northeast Tarrant County, Texas, approximately 10 miles north of Fort Worth on U.S. Highway 
377, and 25 miles northwest of downtown Dallas.  It is part of the "Metroplex" of North Central Texas, which includes 
the cities of Fort Worth and Dallas, as well as the surrounding communities, with an estimated population exceeding 
4.5 million.  The city limits of Keller currently encompasses approximately 19 square miles. 
 
The City provides a full range of municipal services including general government, public safety (police and fire), 
streets, parks and recreation, community development, planning and zoning, code enforcement, a public library, and 
business-type activities, such as water and sewer, and drainage utilities.  Sanitation collection services are provided 
through private contractors; non-residential customers contract with the collection firm of their choice, while 
residential customers contract through the City with collection fees added to their municipal water, sewer, and 
drainage utility bills.   
 
 
The Reporting Entity. For financial reporting purposes, the City is a primary government.  As previously, mentioned 
the City's governing body is elected by the citizens of Keller.  This report includes all organizations and activities for 
which the elected officials exercise financial policy control.  Included in the financial statements of the City are the 
activities of the Keller Development Corporation (KDC), the Keller Crime Control and Prevention District (KCCPD), 
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Ad valorem 
(property) taxes

23%

Other taxes
16%

Other
3%

Charges for 
services

42%

Capital grants 
and 

contributions
16%

 
 
 

 
 

Total Expenses by Activity – $50,430,945 
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Capital Assets at Year-end 

Net of Accumulated Depreciation  
 

Government Activities Business-type Activities Total

2005 2004 2005 2004 2005 2004

Land 18,311,087$   16,476,035$    1,122,492$   1,106,536$   19,433,579$    17,582,571$    
Buildings 42,828,641     42,749,808      –                   –                   42,828,641      42,749,808      
Equipment 4,567,792       4,458,135        861,255        929,577        5,429,047        5,387,712        
Improvements 87,985,163     89,783,515      59,407,273   58,642,434   147,392,436    148,425,949    
Construction in Progress 2,924,805       224,380           5,257,155     782,535        8,181,960        1,006,915        
Total 156,617,488$ 153,691,873$  66,648,175$ 61,461,082$ 223,265,663$ 215,152,955$  

 
 
Additional information on the City's capital assets can be found in Note D. to the financial statements. 
 
 
Debt administration.  At the end of the current fiscal year, the City of Keller had a total bonded debt outstanding and 
notes payable of $121,174,121.  Of this amount, $97,172,061 comprises bonded debt backed by the full faith and 
credit of the City, and $24,002,060 represents bonds secured solely by self-supporting activities, i.e., the water and 
sewer revenues.  
 

Outstanding Debt at Year End 
Bonds and Notes Payable 

 

Type of Debt 2005 2004 2005 2004 2005 2004

General Obligation 22,927,061$ 14,606,478$    10,198,030$ 7,840,279$   33,125,091$    22,446,757$    
Revenue Bonds 1,035,000     1,130,000        –               –               1,035,000        1,130,000        
Certificates of Obligation 73,210,000   85,305,000      11,785,000   15,370,000   84,995,000      100,675,000    
Contractual Obligations –               –                  2,019,030     2,354,899     2,019,030        2,354,899        
Total 97,172,061$ 101,041,478$  24,002,060$ 25,565,178$ 121,174,121$ 126,606,656$  

Government Activities Business-Type Activities Total

 
 
As of September 30, 2005, of the $97,172,061 in outstanding debt of governmental activities backed by the full faith 
and credit of the City, approximately 57%, or $55,155,000, is self-supported debt from the following sources: 
 
 Keller Tax Increment Reinvestment Zone No. 1    $32,675,000 
 Keller Development Corporation         19,535,000 
 Keller Crime Control Prevention District         2,945,000 
 
Therefore 43%, or $42,017,061, is backed by the full faith and credit of the City's general tax base. 
 
 
During the fiscal year, the City's total outstanding bonded debt decreased by $5,435,532, or 4.3%.  The decrease 
was primarily due to current year debt payments, with no new debt issued during the year.  The only debt issued by 
the City during was to refund the following:  
 

• The City issued $13,370,000 in General Obligation Refunding Bonds, Series 2005 in August 2005, refunding 
outstanding bond issues from 1997 through 2000.  The General Obligation Refunding Bonds had a net 
interest rate of 4.0961414%, resulting in a present value benefit of $624,305.    The net debt of the City 
increased $785,000 as a result of the refunding.  The refunded bonds are supported by both the Water and 
Wastewater Fund ($3,390,000, or 25.4%) and the general obligation (tax-supported) debt service fund 
($9,980,000, or 74.6%). 
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