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Town of Westlake 
 
February 22, 2011 
 
Honorable Mayor, Council Members and the Citizens of the Town of Westlake, 
 
The Town of Westlake (the "Town") Fiscal and Budgetary Policies require that the Town's Finance 
Department prepare a complete set of financial statements presented in conformity with generally 
accepted accounting principles (GAAP) and audited in accordance with generally accepted auditing 
standards by a firm of licensed certified public accountants. Accordingly, the Comprehensive Annual 
Financial Report (CAFR) for the Town of Westlake, Texas for the fiscal year ended September 30, 
2010, is hereby issued. 
 
This report consists of management's representations concerning the finances of the Town. 
Consequently, management assumes full responsibility for the completeness and reliability of all the 
information presented in this report. To provide a reasonable basis for making representations, the 
Town established a comprehensive internal control framework that was designed both to protect the 
Town's assets from loss, theft or misuse and to compile sufficient reliable information for the 
preparation of the Town’s financial statements in conformity with GAAP.  Because the cost of 
internal controls should not outweigh their benefits, the Town's comprehensive framework of internal 
controls has been designed to provide reasonable, rather than absolute, assurance that the financial 
statements will be free from material misstatements. 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 Town's financial statements have been audited by Pattillo, Brown and Hill LLP, Independent 
Certified Public Accountants. The goal of the independent audit was to provide reasonable assurance 
that the financial statements of the Town for the fiscal year ended September 30, 2010, were free of 
material misstatements. 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 auditor concluded, based upon the audit, that there was a 
reasonable basis for rendering an unqualified opinion that the Town's financial statements for the 
fiscal year ended September 30, 2010, were fairly presented in conformity with GAAP. The 
independent auditors' report is presented as the first component of the financial section of this report. 
 
The Governmental Accounting Standards Board (GASB) requires that management provide a 
narrative introduction, overview, and analysis to accompany the basic financial statements in the form 
of management’s discussion and analysis (MD&A).  This letter of transmittal is designed to 
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compliment, and should be read in conjunction with the MD&A.  The Town of Westlake’s MD&A 
can be found immediately following the independent auditor’s report.   
 

Profile of the Town 
 

Minutes from downtown Fort Worth, Texas and DFW 
International Airport, the Town of Westlake is home to 
several upscale residential communities and Fortune 500 
companies, all of which share a unique character and 
charm, along with a commitment to excellence.  The 
Town is located in northeast Tarrant County and may be 
conveniently accessed by several major thoroughfares, 
including SH 114 and US 377.  The Town occupies 
approximately 7 square miles and serves a population of approximately 850 with the average 
appraised home value at $1.2 million. 
  
The Town, incorporated in 1956, is considered a Type A general-law municipality and has the power 
by state statute to extend its corporate town limits by annexation, which is done periodically when 
deemed appropriate by the Council.  The Town operates under the Council-Manager form of 
government. The Council is comprised of a mayor and five (5) council members and is responsible 
for, among other things, passing ordinances, adopting the budget, appointing committees, and hiring 
the Town Manager. The Town Manager is responsible for carrying out the policies and ordinances of 
the Council, for overseeing the day-to-day operations of the Town and appointing and supervising 
heads of various departments. The Mayor and Town Council members serve two (2) year terms. All 
elected officials are elected at-large. 
 
The financial reporting entity (the government) includes all funds of the primary government (i.e. the 
Town of Westlake), as well as all of its component units.  Component units are legally separate 
entities for which the primary government is financially accountable.  The following entities are 
considered blended component units: 
 
Lone Star Public Facilities Corporation is a Texas nonprofit corporation that acts on behalf of the 
Town to further the public purposes under the Public Facilities Corporation Act, as it’s duly 
constituted authority and instrumentality.  The board of directors, appointed by the Town’s governing 
body, is comprised of seven members, of whom five must be members of the Town’s governing 
body. 
 
4B Economic Development Corporation is a Texas nonprofit industrial corporation under the 
Development Corporation Act of 1979 formed to promote economic development within the Town 
and the State of Texas in order to eliminate unemployment and underemployment, and to promote 
and encourage employment and the public welfare of, for, and on behalf of the Town by developing, 
implementing, financing, and providing one or more projects defined and permitted under Section 4B 
of the Act.  The board of directors is composed of seven persons appointed by the members of the 
Town’s governing board.  Four of the members of the board of directors are members of the Town’s 
governing board. 
 
Westlake Academy (Academy) is an open-enrollment charter school, as provided by Subchapter D, 
Chapter 12, of the Texas Education Code.  The Town of Westlake (“Charter Holder”) applied for and 
became the first municipality in Texas to ever receive this special charter designation.  The Academy 
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currently has 520 students and serves Kindergarten thru 12th grade.  The Academy graduated their 
first class in FY 2009-2010.  The Board consists of six (6) trustees and is appointed by the Town’s 
governing body.  Currently, all members of the board of trustees are members of the Town’s 
governing body.  The Academy’s year-end is August 31.   
 
Discretely presented component units are legally separate entities and not part of the primary 
government’s operations.  These component units are as follows:  Texas Student Housing Authority-
Ballpark Austin Project, Texas Student Housing Corporation-The Ridge at North Texas Project, 
Texas Student Housing Authority-Town Lake Austin Project, Texas Student Housing Authority-
College Station Project, and Texas Student Housing Authority.   
 
Services Provided 
 
The Town provides to its citizens those services that have proven to be necessary and meaningful and 
which the Town can provide for the least amount of cost.  Major services provided under the general 
government and enterprise functions are:  Fire and emergency medical services, police, water and 
sewer utility services, park and recreational facilities, street improvements, education and 
administrative services.   

 
Economic Conditions and Outlook 

 
The information presented in the financial statements is perhaps best understood when it is 
considered from the broader of the specific environment within which the Town operates. 
 
Local Economy  
 
There is no question that Texas, and especially the Fort Worth-Dallas Metroplex, has fared better than 
most of the country in the current recession.  Nonetheless, the Town of Westlake has been affected by 
the current economic downturn, as have other municipalities across our area, state, and nation.  This 
current economic downturn has negatively affected our Town’s budget due to its heavy reliance on 
sales tax revenue to fund Town services and our debt obligations.  Sales tax can be a very viable 
revenue source during stable economic times.  However, since it is a volitional tax, i.e. - paid when 
someone decides to buy a service or product, during times of economic down turn it often declines.  
 
During FY 2009-2010 the following milestones and strategic priorities were achieved: 
 

  Construction on the $15 Million Phase 1 FM 1938 (Precinct Line Rd) Improvements Project 
commenced.  This will be a major north/south arterial roadway which will greatly enhance 
mobility for this region, our residents, and employees of Westlake businesses.  It will have a 
major impact on future business attraction and economic development in Westlake. 

  Occupancy of Fidelity Regional Headquarters Phase II began.  

  The Town’s Five (5) Year Strategic Plan was reviewed for progress with the Town Council 
during the fiscal year with significant time spent by the Council and staff on addressing the 
Town’s long term financial sustainability, a key part of the Strategic Plan. 

  The Town received a Scenic Cities designation as a Gold level Scenic City, a marked 
distinction given only to cities with codes, ordinances, and plans that encourage, create, and 
maintain a high standard of pleasing community appearance, aesthetics, and community 
livability. 
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  The Stagecoach Hills Subdivision Drainage Improvements Project was completed and Phase 1 
water distribution system improvements for the Stagecoach Hills Subdivision began. 

  A Five (5) Year Comprehensive Capital Improvement Plan was adopted by the Town Council. 

  The Town continued to receive recognition for the transparency and high quality of its financial 
reporting, receiving the Certificate of Achievement for Excellence in Financial Reporting as 
well as the Distinguished Budget Presentation Award from the Governmental Finance Officers 
Association (GFOA) for both its FY 2008-2009 Comprehensive Annual Financial Report 
(CAFR), also known as the annual audit and its FY 2009-2010 Budget.  

  The new $5.1 Million Sam and Margaret Lee Arts & Sciences Center at Westlake Academy 
was opened and operated for the 2009-2010 school year. 

  Ground was broken and construction began on the $300 million Deloitte University project 
which is on schedule and set to open in Fall 2011. 

  The Terra Bella and Solana trail systems were linked with a connection on Sam School Road. 

  Westlake’s first gas well was successfully drilled in Solana under the standards and 
requirements of the Town’s Oil and Gas Drilling/Production Ordinance adopted in 2009. 

  The Town’s second Direction Finders (Citizens’) Survey was conducted and the results were 
compared to the 2009 results as well as used to help guide the FY 2010-2011 budget 
preparation process. 

  New Westlake e-Tube Videos were launched on the Town web site. 

  New home construction began in the Town’s newest residential neighborhood, Terra Bella. 

  For the second consecutive year, the Town continued its “Westlake Windows” initiative for 
transparent government with citizen outreach meetings held in every Westlake Neighborhood. 

  Westlake was the recipient of a Municipal Excellence Award for Management Innovation from 
the Texas Municipal League for the cities of 25,000 populations or less, recognizing the Town’s 
multi-faceted, low cost citizen engagement program entitled Westlake Windows:  TGIF 
(transparent government in focus). 

 
Sales tax collections increased by 3.4% for fiscal year 2010.  Approximately 17% of the total 
revenues received were due to collections based on an economic development agreement, 2% from 
audit collections and approximately 21% was received from presumed one-time payments.  Sales tax 
revenues were .5% ($12K) more when comparing “actual” sales tax revenues with fiscal year 2009.   
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Long-Term Financial Outlook 
 

The Town of Westlake has developed a comprehensive capital improvements document as well as a 
multi-year strategic plan.  Such strategic planning assists both the Council and staff in establishing 
priorities and allocating resources appropriately.      
 
One of the outcome strategies set out in the Town’s Strategic Plan is to “Establish a strategy for 
achieving long-term financial sustainability for the Town government, including Westlake Academy.”  
As a part of the systemic framework of governing and managing for outcomes, we knew from the 
regularly updated and Town Council reviewed Five (5) year Financial Forecast that if nothing 
changed, beginning in FY 2012-2013, the Town’s present revenue sources and fund balances would 
not be able to keep pace with projected expenditures.  In turn, the projected fund balance in the 
General Fund would fall below the 90 day minimum requirement set by Town Council financial 
policy.   
 
Financial forecasts are used by the Town to identify important warning “sign posts” that should not 
be ignored.  The FY 2009-2010 and original 2010-2011 forecasts indicated we were heading into 
severe financial distress.  Our Strategic Plan established financial sustainability as a priority for the 
Town and Westlake Academy.  However, as the Town’s financial condition worsened, the need to 
make hard decisions regarding key services and potential revenue sources including an ad valorem 
tax became more apparent.   
 
The decision to “wait out the storm” in FY 2009-2010 meant we had even less time to make critical 
decisions to deal with this issue.  Waiting would have prolonged the continued decline by spending 
our reserves and not being able to meet our short or long-term financial obligations.   Thus, in FY 
2010-2011, we found ourselves at a juncture where we could still continue to face critical challenges 
and critical choices financially.  However, we had an opportunity to deal with them in a proactive, 
thoughtful manner that placed Westlake’s future as a premier knowledge based community on a firm 
financial foundation. The FY 2010-2011 budget established an additional revenue source with the 
imposition of a property tax and in so doing, helps to secure our long-term financial stability.     
 
Continuing factors that remain a challenge as we enter FY 2010-2011 include:   
 

  The Town’s heavy reliance on sales tax and one-time permits/fees to fund its operation and debt 
service costs. 
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  As noted above, during this current recession, Texas, and especially the Fort Worth-Dallas 
metroplex, has fared better than many other parts of the country.  However, this economic 
downturn continues to impact local governments’ revenue streams throughout this area and 
Westlake is no exception.   

  Retail development that could help increase sales tax revenue has not occurred to date and based 
on retail industry conditions, is unlikely to occur at any significant level in the near to medium 
term. 

  A significant source of sales tax is “situs agreements” that generate sales tax revenue from 
construction materials purchased for major economic development projects such as Deloitte and 
Fidelity.  Again, these sales tax revenues are one-time revenues. 

  Hotel/motel occupancy tax revenue has not grown at an appreciable rate due primarily to 
decreased business travel, even though the Marriott Solana expanded their room count two 
years ago. 

  Residential building permits have decreased due to the current economic climate 

  Large building permits from major economic development projects such as Fidelity and Deloitte 
have helped fund Town services; however, these economic development projects take years to 
develop.  Currently, there are no such projects even in the preliminary planning stages.  Again, 
these are one-time revenue sources. 

  In FY 2005-2006, Westlake voters approved dissolving the Town’s 4A half cent economic 
development sales tax and replacing it with a half cent sales tax for “property tax reduction”.  
This provided for a $2.2 million transfer to the General Fund and significantly increased the 
fund balance.  This funding infusion, while increasing the General Fund’s fund balance, had 
perhaps masked the volatility and lack of diversity of the Town’s on-going revenue structure. 

  Fixed debt service costs are a significant part of the Town’s costs and were increased in FY 
2007-2008 with the issuance of $2.5 million of general obligation bonds for the new Sam and 
Margaret Lee Arts & Sciences Center at Westlake Academy. 

  Operating costs have increased to fund Town services, including Westlake Academy.  As the 
Town’s population has grown, the Academy’s campus and enrollment growth has increased 
correspondingly.  Another influencing factor related to operating cost adjustments is due to 
natural inflationary increases. 

  The Town’s land use plan, and the zoning that implements it, features corporate office 
campuses and large lot single family residential as the primary land use pattern that is desired 
for Westlake.  Both of these land uses, particularly the office land use, lend themselves more to 
creating a strong ad valorem tax base, not necessarily a strong sales tax base.  As stated earlier, 
FY 2010-2011 became the first year the Town has proposed and implemented a property tax.  
Westlake’s certified 2010 taxable assessed valuation is approximately $654M net of 
abatements; a large ad valorem tax base for a community 6.2 square miles in land area and a 
population of approximately 850. 
 

  Establishment of a property tax, lowest of the area municipalities, will allow the Town to begin 
to address its 5 Year CIP, with a strong focus on maintaining its street infrastructure.  The 
Adopted FY 2010-2011 Budget approves transfer of $3.2 million from the Property Tax 
Reduction Fund and the General Fund to the Capital Projects fund to be combined with $2.0 
million of debt planned to be issued in FY 2010-2011 to fund the first three years’ projects in 
the CIP. 
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Users of this document, as well as others interested in the programs and services offered by the Town 
of Westlake, are encouraged to read the Town's Fiscal Year 2010-2011 Budget.  The budget details 
the Town's long-term goals and financial policies, and describes program accomplishments and 
initiatives.  

 
Other Information 

 
Certificate of Achievement 
 
The Government Finance Officers Association of the United States of America and Canada (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Town of Westlake 
for its comprehensive annual financial report (CAFR) for the fiscal year ended September 30, 2009.  
This was the third year the Town has received this prestigious award.  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 generally accepted accounting 
principles and applicable legal requirements.   
 
A Certificate of Achievement is valid for a period of one year only. We believe that our current 
comprehensive annual financial report (CAFR) continues to meet the Certificate of Achievement 
Program's requirements and we are submitting it to GFOA to determine its eligibility for another 
certificate. 
 
In addition, the government also received their second GFOA Distinguished Budget Presentation 
Award for its annual budget document for the fiscal year beginning October 1, 2009.  In order to 
qualify for the Distinguished Budget Presentation Award, the Town’s budget document had to be 
judged proficient as a policy document, a financial plan, an operations guide, and a communications 
device. 
 
Acknowledgements 
 
The preparation of this report could not be accomplished without the efficient and dedicated services 
of the entire staff of the Finance Department.  Appreciation is expressed to Town employees 
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Respectfully Submitted, 
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