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About the Cover:

On September 4, 2018, the City of Mesquite announced that it is the sixth local government in the
state to receive all five transparency stars through the Texas Comptroller Transparency Stars
Program. The Texas Comptroller's office launched the Transparency Stars program in March 2016
to recognize cities, counties and school districts making strides to greater government transparency
by providing easy on-line access to important financial data. The City has earned stars for
transparency in Traditional Finances, Contracts and Procurement, Economic Development, Public
Pensions and Debt Obligations.

In an effort to meet the demands of the taxpayer for a more transparent government, the City of
Mesquite is providing more fiscal transparency to its citizens through the City's Transparency Stars
portal located at www.cityofmesquite.com/transparency.
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March 18, 2020

Honorable Mayor, City Council, and City Manager,
City of Mesquite, Texas:

The Comprehensive Annual Financial Report (CAFR) of the City of Mesquite, Texas (City), for the fiscal
year ended September 30, 2019, is hereby submitted.

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 is established for this purpose.
Because the cost of internal control should not exceed anticipated benefits, 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’s financial statements for the year ending
September 30, 2019. The independent auditor’s report is located at the beginning of the financial section of
this report.

This letter of transmittal is designed to compliment Management’s Discussion and Analysis (MD&A) and
should be read in conjunction with it. The City’s MD&A can be found immediately following the
independent auditor’s report and provides a narrative introduction, overview and analysis of the basic
financial statements.

Acrticle IV, Section 32 of the City Charter requires an annual audit of the books of account and transactions of
all City departments be conducted by an independent certified public accountant selected by the City Council.
The City is also required to undergo an annual single audit in conformity with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Rewards (Uniform Guidance). Information related to the single audit, including the
supplemental schedule of federal awards, schedules of findings and questioned costs, and independent
auditor’s reports on internal controls and compliance are included at the end of this report.

City of Mesquite, Texas Profile

The City is located in eastern Dallas County, with its corporate limits adjoining the corporate limits of Dallas
for a distance of about eight miles. The central business district of Mesquite is approximately 13 miles from
downtown Dallas. The incorporated area of Mesquite is presently 48.94 square miles.

Mesquite began as a small farming settlement until 1873 when the Texas and Pacific Railroad arrived.
Operating as an unfranchised township, it wasn’t until December 3, 1887, that citizens took action to
incorporate in Dallas County.

Over the years Mesquite grew not only in numbers but in strength and importance, becoming a viable
agricultural center by the turn of the century. The Town’s population increased threefold between the 1890
and 1900 U. S. censuses - from 135 to 405 - and grew to 729 by 1930. Twenty years later, in 1950, Mesquite



was home to 1,696 citizens, and that is when explosive growth began. In 1960 the population jumped to
27,526, and to 67,053 in 1980, and 124,523 in 2000. Today, Mesquite’s population is an estimated 145,000,
making it the 22" largest city in Texas. Mesquite is still one of the most dynamic cities in the Metroplex,
served by excellent schools, churches, healthcare institutions, cultural and entertainment facilities, parks,
playgrounds and many other amenities.
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The City of Mesquite provides a full range of services, including police and fire protection, streets, health and
solid waste services, libraries, parks and recreation, planning and zoning, and general administrative services.
Additionally, water and sewer utility services, drainage utility services, municipal airport and the municipal
golf course are provided under an enterprise fund concept, with user charges set by the City Council to ensure
adequate coverage of operating expenses and timely payments on outstanding debt. Certain public safety,
transportation, and parks and recreation services are provided through a legally separate Quality of Life
Corporation, which functions, in essence, as a department/fund of the City of Mesquite and, therefore, has
been included as an integral part of the City’s financial statements.

The City of Mesquite is a Home Rule City operating under a council/manager form of government. The City
Council is comprised of a Mayor and six Councilmembers. Councilmembers serve two-year terms and are
responsible for appointing the City Manager, Municipal Judge, City Attorney, City Secretary, City Health
Officer, Independent Auditor, and members of various boards and commissions. The Mayor is elected at large
and all six Councilmembers are elected from within their respective districts. The City Manager serves as the
administrative head of the municipal government and is responsible for carrying out policies and for daily
management of the City.

The City’s financial statements include twenty-one component units, which are discussed in Note 1 of the
Notes to The Financial Statements. Component units are legally separate entities for which the primary
government is financially accountable.



Local Economy

A positive factor for the City of Mesquite over the years has been the strength of the Dallas area economy.
The Metroplex has ranked high nationally in attracting new businesses and expansion of existing companies.
The area remains a major distribution and financial center for the Southwest, and the growth of high-tech
industries, services industries, trade, and corporate headquarters have provided a strong, stable and diverse
regional economy.

Mesquite has several other factors which help foster an optimistic economic outlook for the City including the
availability of affordable housing, a well-educated work force, and a strong retail and service-oriented
marketplace. Mesquite also benefits from having four major highways crossing through its corporate limits
and is well served by rail and intermodal facilities. Dallas/Fort Worth International Airport is located nearby
to meet the community’s commercial passenger air transportation needs and the City operates its own
municipal airport facility for corporate and general aviation.

Mesquite continues to see consistent growth in all sectors of the commercial, industrial and retail markets,
with a notable surge in new industrial development. Tremendous residential growth announced in 2018-19 is
taking off as subdivisions have begun site work, preparing for more than 6,000 new homes, which will build-
out Mesquite’s neighborhoods into the next decade. This residential growth will spur continued commercial
growth, especially in the southern Mesquite neighborhoods and along IH-20 in the Trinity Pointe area of
Mesquite. Industrial activity is led by new company relocations and facility expansions, along with over three
million square feet of new speculative development in design or under construction. Retail activity was led
by experiential retail, grocery and new dining options, with new land development preparing for future brand
attraction. In partnership with stakeholders and prospective end-users, redevelopment plans for reuse and
expansion in and surrounding Town East Mall and the Market East Shopping Center are underway with more
than 100,000 square feet of new retail space in Market East opening by year-end 2020. Town East Mall
continues to operate at 97 percent occupancy on a consistent basis.

Ashley Furniture’s 877,000 square foot state-of-the-art manufacturing distribution facility opened in 2019 and
created 350 new jobs. Elements International, LLC consolidated its Texas operations and made Mesquite its
headquarters bringing another 110 new jobs to Mesquite. Urban Logistics Realty broke ground on an 80+
acre industrial development facility named Urban District 30, which consists of five buildings totaling
977,013 square feet of Class A industrial space that will attract new companies to Mesquite. Dalfen
Industrial, Conor Commercial Real Estate and Prologis are also building industrial and office space totaling
980,000 square feet.

On the residential side, Mesquite’s newest developer, Bloomfield Homes, has completed its first and second
phase of 125 lots in the Hagan Hill subdivision, located along the IH-20 corridor and featuring new homes in
the $280’s to $400’s price range, and is now selling homes in its third phase of development. Bloomfield
Homes also began work on a second development, Ridge Ranch, in southeast Mesquite, which will have
another 750 lots with homes priced from $260’s to $400’s. The City now has three Public Improvement
Districts (PIDs) for proposed residential development. Heartland Town Center PID No. 1 is home to the
Trailwind development by DR Horton with 450 new home sites with values ranging from $260s to $400s,
Polo Ridge PID No. 2 will provide 1,007 new homes with values from $260s to the $750s, and Iron Horse
PID No. 3 will provide 330 new homes, townhomes and bungalows with values from the $235s to $300s.
There are a few more proposed residential developments throughout the City in various infill areas and other
major developments in the early planning stages.

Mesquite’s medical community remains a strong economic driver for the City. Construction of a new
medical facility on 1H-30 is now complete and provides 60,000 square feet of professional medical office
space. A new medical rehabilitation facility, Cheyenne Medical Lodge, opened in 2019, and the Sanitas
Medical Center secured space in the newly renovated Town East Crossing Shopping Center.
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On the entertainment side, the Mesquite Arena, home to the Mesquite Championship Rodeo, is nearing
completion of a $4 million renovation project, and is now host to a semi-professional soccer team, the
Mesquite Outlaws. Urban Air, a popular indoor trampoline park, opened in 2019 bringing more family
entertainment options to the Mesquite community.

The Mesquite Metro Airport is now ranked 31% out of 264 by the Texas Department of Aviation for total
economic output by general aviation airports in Texas. The airport completed a $2.8 million improvement
project which included expansion of its runway, upgrades to the taxiway lighting system and other
infrastructure enhancements. The airport has become one of the nation’s top-25 busiest general aviation
airports with an air traffic control tower.

Major Initiatives

Following direction of the City Council, a number of initiatives were undertaken during the year to improve
the quality of governmental services the citizens of Mesquite have come to expect. These improvements were
identified after a systematic review of all activities of the City in which each program was analyzed to ensure
that it was needed and wanted by the community and that it was being provided with maximum efficiency at
the lowest cost possible. An excellent source of information about the City, its services, and current initiatives
can be found at the City’s website at http://www.cityofmesquite.com.

The City continued its residential street bond reconstruction project, which is a $125 million general
obligation bond authorization that was approved by voters in November 2015. The Trinity Pointe corridor
along IH-20 continued to see development interest in multiple residential, commercial and industrial projects.
The City broke ground on the first major capital improvement project in the historic downtown
redevelopment area, Front Street Station, and established a fagade grant program for assisting businesses in
improving their downtown storefronts. The City launched a new myMesquite mobile app that allows citizens
to connect directly with City staff to report non-emergency requests for service or to report issues.

Long Term Financial Planning

In January 2020, City Council met to review their current policy issues and goals for the City. These policy
issues relate to safe community, attractive neighborhoods, improved transportation and mobility, vibrant
economy, high performing/transparent government, and quality recreation and culture. More detail on the
City Council Strategic Goals and Objectives for 2019-20 can be found on the City’s website. City staff
continued to utilize the budgeting for outcomes process to prioritize resources for the fiscal year 2020 budget.
The budgeting for outcomes process allows City staff to better allocate limited resources to the highest
priorities citizens want and which are better aligned with City Council goals.

Capital projects such as new roads, continued traffic improvements along the IH-635 interchange area,
drainage improvements throughout the City, and new water storage and distribution projects will continue to
be a priority as well as maintenance and expansion of the City’s general infrastructure. To address these goals,
the City maintains a 10-year capital improvement plan that provides a long-term framework for the
development and maintenance of infrastructure to meet current and future needs.

The City Council also recognizes that the need to attract and retain a qualified workforce is dependent upon a
competitive compensation and benefit package for City employees. Future plans include continued support of
an adopted pay plan that establishes compensation for City employees at the “market midpoint” as determined
by a survey of peer cities. The City Council is also committed to regular reviews of employee benefits such as
insurance, retirement, paid holidays, and working conditions to ensure that Mesquite is providing an attractive
work environment.
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Relevant Financial Policies

Internal Controls. City management is responsible for establishing and maintaining an internal control
structure design to ensure that the assets of the City are protected from loss, theft, or misuse and to ensure that
adequate accounting data is compiled to allow for the preparation of financial statements in conformity with
accounting principles generally accepted in the United States. The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that (1) the cost of a control should not exceed the benefits likely to be derived and (2)
the valuation of costs and benefits requires estimates and judgments by management.

Accounting System and Budgetary Controls. In addition, the City maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the City Council.

Budagets are legally adopted by the City Council for governmental funds other than Capital Projects Funds and
the Other Special Revenue Fund, at the fund level of control. Project-length financial plans are adopted for
Capital Projects Funds. Advisory budgetary control is maintained at the object class level (personal services,
supplies, contractual services, capital outlay, etc.) in each departmental budget, and encumbrances are entered
at the time a purchase order is issued. Outstanding purchase orders are reported at year-end as assigned fund
balance and the commitments will be honored during the subsequent year.

The budgetary process begins each year with the preparation of both revenue estimates and expenditure
requests by each city department. Budgets are reviewed by members of the city management team, the
Finance Director and Manager of Budget and Financial Analysis. The City Manager makes final decisions
and submits a recommended budget to the City Council prior to August 15. The proposed budget is reviewed
extensively by the City Council, public hearings are conducted, and the budget is legally enacted by passage
of an ordinance prior to October 1.

As part of each year’s budget development process, departments are required to update expenditure estimates
for the current fiscal year. These estimates, as well as revenue estimate revisions, are reviewed by the
Manager of Budget and Financial Analysis, the Finance Director, members of the city management team, the
City Manager, and the City Council. The City Council approves the adoption of the amended budget by
ordinance.

During the course of the fiscal year, monthly expenditure reports are generated by the Accounting Division
using the City’s automated accounting system. These reports provide budget, expenditure, and encumbrance
data for each cost center. In addition, online inquiry capability is provided to every department to review
appropriation, project, document, and vendor file data. At month-end, a summarized Monthly Financial
Report is prepared. The monthly financial reports are presented to the City Council on a quarterly basis.

Revenue Policy. The City maintains a diversified and stable revenue system to shelter it from unforeseeable
short-run fluctuations in any one revenue source.

Transfers between funds are only be authorized by City Council and only to the extent that the basis and
justification for the transfer can be quantified. Fund transfers may occur when surplus fund balances are used
to support non-recurring capital expenses or when needed to satisfy debt service obligations.

One-time revenues are not used for funding on-going appropriations. One-time revenues are used to fund
capital improvements, capital equipment or other one-time appropriations.

Charges for services, or user fees, are reviewed at least every two years for the effects of inflation and revised
subject to City Council approval.

vii



Other Information

Certificate of Achievement. The Government Finance Officers Association of the United States and Canada
(“GFOA”) awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Mesquite, Texas, for its Comprehensive Annual Financial Report (“CAFR”) for the fiscal year ended
September 30, 2018. This was the 40th consecutive year that the City has achieved 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. This CAFR continues to meet the
Certificate of Achievement Program’s requirements, and it has been submitted to GFOA to determine its
eligibility for another certificate.

Acknowledgements. The preparation of this report on a timely basis could not be accomplished without the
efficient and dedicated services of the entire staff of the Finance Department. I would like to express
appreciation to all members of the department who assisted and contributed to its preparation. | would also
like to thank the Mayor, City Council, and City Manager for their support in planning and conducting the
financial operations of the City in a responsible and progressive manner.

Respectfully Submitted,

Deborats A Mol

Deborah A. Mol, CPA
Director of Finance
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Independent Auditor’s Report

The Honorable Mayor and Members of the City Council
City of Mesquite, Texas
Mesquite, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Mesquite, Texas

(City) as of and for the year ended September 30, 2019, and the related notes to the financial statements,

which collectively comprise the City’s basic financial statements listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the City’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

1 QPRAXITY



The Honorable Mayor and Members of the City Council
City of Mesquite, Texas
Page 2

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Mesquite, Texas, as of September 30, 2019,
and the respective changes in financial position and, where applicable, cash flows thereof and the
respective budgetary comparison for the general fund and the housing grants special revenue fund for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and pension and other postemployment benefit information as listed in the table
of contents be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The introductory section, combining and individual fund
statements, budget and actual schedules, statistical section, the schedule of expenditures of expenditures
of federal awards required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards and the schedule of
expenditures of state awards, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.



The Honorable Mayor and Members of the City Council
City of Mesquite, Texas
Page 3

The combining and individual fund statements, budget and actual schedules, schedule of expenditures of
federal awards and schedule of expenditures of state awards are the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining and individual fund statements, budget and actual schedules, schedule of expenditures of
federal awards and schedule of expenditures of state awards are fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we also have issued our report dated March 19,
2020, on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the City's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the City's internal
control over financial reporting and compliance.

BED Lwp

Dallas, Texas
March 18, 2020
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City of Mesquite, Texas
Management's Discussion and Analysis (Unaudited)
For the Year Ended September 30, 2019

As management of the City of Mesquite, we offer readers of the City's financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2019. We
encourage readers to consider the information presented here in conjunction with our letter of transmittal at the
front of this report and the financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

- The assets and deferred outflows of the City exceeded its liabilities and deferred inflows at the close of the
most recent fiscal year by $220.8 million (net position). Within the total net positon, unrestricted is a $107.3
million deficit.

- The City's total net position increased by $13.7 million from operations during fiscal year 2019.
Governmental activities which receive taxes and other non-exchange revenues, increased $5.2 million and
business type activities increased by $8.5 million.

- As of the close of the current fiscal year, the City of Mesquite's governmental funds reported combined
ending fund balances of $117.2 million, an increase of $9.5 million from the prior year due primarily to
revenues trending higher than anticipated and issuance of bonds that will be spent in the future on capital
projects. Of this amount, $20.7 million is available for spending subject to the City's self-imposed
limitations by management for intended use.

- Atyear-end, the unassigned fund balance for the General Fund was $20.7 million and total fund balance was
$22.7 million. Total unassigned fund balance represents approximately 62 days of working capital. On a
current financial resources basis, total fund balance for the General Fund increased $1.8 million which was
primarily the result of revenue resources coming in higher than budgeted.

- The City's debt, excluding premiums, increased by $37.3 million during this current fiscal year. The City
issued certificates of obligation for infrastructure, capital replacement, and municipal building
improvements. The City also issued special assessment bonds for its newly created Polo Ridge and Iron
Horse Improvement Districts for infrastructure development in those districts. In addition, the City issued
revenue bonded debt for water, sewer, and drainage improvements.

- The Group Medical Insurance Internal Service fund revenues exceeded expenses by $243 thousand which
reduced the negative fund balance in the fund. In an effort to address the negative fund balance, the City
Council adopted a fund balance reserve policy in January 2019 that requires adequate revenues to cover
expenditures each operating year with a plan to fund reserves from excess revenues over expenditures as
well as one-time revenue sources. Per the policy, continuous improvements shall be shown each year to
reduce the deficit with a goal of a minimum level of working capital equivalent to three months of regular,
on-going operating expenses. Current year plan changes included a ten percent employer contributions rate
increase and ten percent employee and retiree rate increase.

- The General Liability Insurance Internal Service fund expenses exceeded revenues and investment income
by $26 thousand which increased the negative fund balance. The City incurred a one time settlement on a
claim that came in slightly higher than planned. The City will continue to work on eliminating the deficit
fund balance through increased insurance rates to user departments and continue to closely monitor liability
claims.



OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Mesquite's basic financial
statements. The City's basic financial statements are comprised of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the City’s finances, in a manner similar to a private sector business. One of the
most important questions asked about the City's finances is, "Is the City of Mesquite in a better financial position
at the end of this fiscal year compared to last year?" The government-wide financial statements report information
about the City as a whole and about its activities in a way that helps to answer this question. Other non-financial
factors should be taken into consideration, such as changes in the City's property tax base and the condition of the
City's streets to assess the overall health or financial condition of the City.

The statement of net position presents information on all the City's assets and liabilities and deferred
inflows/outflow of resources with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net position changed during the fiscal
year. All changes in net position are reported when the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).

Both government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from the functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activities). Governmental
activities include most of the City's basic services such as fire, police, code compliance, library, parks and
recreation, and community services as well as general government activities. The business-type activities of the
City include water and sewer, drainage utility, municipal airport services, and municipal golf course.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All the funds of the City can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on current sources and uses of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for the governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental fund balance



sheet and the governmental fund statement of revenues, expenditures, and changes in fund balance provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains ten governmental funds. Information is presented separately in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances
for the General, Housing Grants Special Revenue, Local Finance Capital Project, Bond Finance Capital Project
and Debt Service funds, all of which are major funds. Data from the other five governmental funds are combined
into a single, aggregated presentation titled Other Governmental Funds. Individual fund data for these non-major
other governmental funds is provided in the form of combining statements and individual statements and
schedules section of this report.

The City adopts an annual appropriated budget for the General and the Housing Grants Special Revenue funds,
which are presented as part of the basic financial statements to demonstrate compliance with these budgets.

Proprietary funds. The City maintains two types of proprietary funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its water and sewer, drainage utility, municipal airport and municipal golf course
operations. Internal service funds are an accounting device used to accumulate and allocate costs internally among
the City's various functions. The City uses internal service funds to account for its group health insurance and
general liability insurance programs. Both programs are predominantly governmental activities; however, as they
benefit both governmental and business-type activities, current year results have been allocated by function in the
government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the Water and Sewer and
Drainage Utility funds since both are considered major funds of the City. The non-major funds are the Municipal
Airport and the Municipal Golf. Conversely, both internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the non-major funds and the
internal service funds is provided in the form of combining statements elsewhere in this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources
of those funds are not available to support the City's own programs. The City reports only one fiduciary fund, an
agency fund entitled the Tax Clearing fund. As the City collects ad valorem taxes for the City, the Mesquite
Independent School District, a separate legal entity, and public improvement districts funds are held in the agency
account until amounts due to each government can be determined and distributed. The basic financial statements
include a statement of fiduciary assets and liabilities. The accounting used for this fiduciary fund is much like that
used for proprietary funds.

Notes to the financial statements. The notes provide additional information that is essential to a full under-
standing of the data provided in the government-wide and fund financial statements. The notes can be found
immediately following the basic financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City's progress in funding its obligation to
provide pension benefits to its employees and other postemployment benefits. Required supplementary
information immediately follows the notes to the basic financial statements.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In the
case of the City of Mesquite, assets and deferred outflows exceeded liabilities and deferred inflows by $220.8
million as of September 30, 2019.

The largest portion of the City's net position (118.4 percent) reflects its investment in capital assets (e.g., land,
buildings, equipment, improvements, infrastructure, and construction in progress), less any debt used to acquire
those assets that is still outstanding. The City uses these capital assets to provide service to citizens; consequently,
these assets are not available for spending. Although the City's investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

City of Mesquite's Net Position

(in Thousands)
Governmental Activities  Business-type Activities Total
2019 2018 2019 2018 2019 2018
Current and other assets $ 140,337 $126984 $ 84,715 $ 64,359 $225052 $191,343
Capital assets 304,385 278,975 221,999 214,780 526,384 493,755
Total assets 4447722 405959 306,714 279,139 751,436 685,098
Deferred outflows of resources 35,252 10,592 4,245 2,586 39,497 13,178

Long-term liabilities outstanding 420,046 356,716 114,869 94031 534915 450,747

Other liabilities 17,544 14,636 9,519 8,842 27,063 23,478

Total liabilities 437590 371,352 124388 102,873 561,978 474,225
Deferred inflows of recources 7,408 15,446 730 1,462 8,138 3,885
Net investment in capital assets 144527 131,473 151,897 148423 296,424 279,896
Restricted net position 27,940 27,208 3,798 3,210 31,738 30,418
Unrestricted net position (deficit) (137,491)  (128,928) 30,146 25,757 (107,345) (103,171)

Total net position $ 34976 $ 29,753 $185841 $177,390 $220,817 $207,143

Within the total net positon, unrestricted is a $107.3 million deficit. An additional portion of the City's net position
(14.4 percent) represents resources that are subject to external restriction on how they may be used. The current
and other assets increased in the governmental activities by $13.4 million and the business-type activities increased
by $20.4 million. The increase in the governmental activities assets is primarily due to an increase in pooled cash
and investments from bond proceeds received for major capital projects still in progress and a slight increase in net
receivables. Increase in the business-type activities is primarily due to an increase in pooled cash and investments
and net receivables as a result of current year operations.



The City’s total liabilities increased by $87.8 million. Bonds payable increased $36.9 million for new capital
projects. The Other Post Employment Benefit (OPEB) liability increased $2.4 million and the net pension
liability increased $44.0 million due to additional City contributions to the plan offset by a down year in the
market.

Deferred inflows and outflows of resources are primarily due to pension and other postemployment benefit
valuation activity including less than expected market performance in calendar year 2018.

Analysis of the City's Operations. Governmental and Business-type activities increased the City's net position
by $13.7 million. The key elements of this increase and the prior year results are as follows:

City of Mesquite's Change in Net Position
(in Thousands)

Governmental Activities Business-type Activities Total
2019 2018 2019 2018 2019 2018
Revenues:
Program revenues:
Charges for services $ 35229 $ 31531 $ 76,020 $ 74,474 $111,249 $106,005
Operating grants and contributions 16,414 15,900 53 283 16,467 16,183
Capital grants and contributions 5,755 4,322 982 3,830 6,737 8,152
General revenues:
Ad valorem taxes 57,413 49,921 - - 57,413 49,921
Gross receipts taxes 7,810 7,988 - - 7,810 7,988
Sales taxes 46,869 45,700 - - 46,869 45,700
Sale of capital assets 549 268 14 124 563 392
Investment income 2,687 1,330 1,344 799 4,031 2,129
Total revenues 172,726 156,960 78,413 79,510 251,139 236,470
Expenses:
General government 30,100 31,854 - - 30,100 31,854
Fire services 30,502 28,918 - - 30,502 28,918
Police services 40,496 36,952 - - 40,496 36,952
Public works 23,490 20,675 - - 23,490 20,675
Planning & community development 3,301 3,532 - - 3,301 3,532
Housing & community services 17,962 16,942 - - 17,962 16,942
Library services 2,157 2,264 - - 2,157 2,264
Parks and recreation 11,400 10,481 - - 11,400 10,481
Other - -
Interest on long-term debt 8,892 5,711 - - 8,892 5,711
Water and sewer - - 62,786 55,859 62,786 55,859
Drainage utility - - 2,832 2,196 2,832 2,196
Non major funds - - 3,547 3,600 3,547 3,600
Total expenses 168,300 157,329 69,165 61,655 237,465 218,984
Increase (decrease) in net position
before transfers 4,426 (369) 9,248 17,855 13,674 17,486
Transfers 797 4,537 (797) (4,537) - -
Increase in net position 5,223 4,168 8,451 13,318 13,674 17,486
Net position - Beginning 29,753 53,187 177,390 166,731 207,143 219,918
Restatement to beginning net position,
change in accounting principle * - (27,602) - (2,659) - (30,261)
Net position - Ending $ 34976 $ 29,753 $185,841 $177,390 $220,817 $207,143

* Beginning amounts for 2018 were restated as per GASB Statement No. 75.



Governmental Activities
Governmental activities increased the City of Mesquite's net position by $5.2 million.

The City’s program revenues from governmental activities increased approximately $2.1 million (4.1 percent) as
compared to the prior year. Charges for services increased approximately $3.7 million, operating grants and
contributions increased approximately $514 thousand, and capital grants and contributions decreased
approximately $2.1 million.

Charges for services increased primarily due to an increase in the waste collection/disposal monthly fee, compost
materials charges, public works inspections fees, and ambulance services. Capital and operating grants and
contributions increased primarily due to funding received for development in the Polo Ridge and Iron Horse
Public Improvement Districts and developer contributions in fiscal year 2019.

General revenues of the City’s governmental activities increased $10.1 million (9.6 percent) during the year.
General revenue from property taxes increased $7.5 million due to increased property tax values for the year,
newly created Tax Increment Reinvestment Zones (TIRZ), and an increased tax rate approved by a street bond
election held during November 2015. Gross receipts tax revenue decreased $178 thousand due to decreased
activity from electricity, gas, and cable franchise fees. Sales tax revenues increased $1.2 million due to an
increase in retail activity. Investment income increased $1.4 million due to higher cash balances and improved
yields on investments throughout the year.

Expenses for the City's governmental activities experienced a net increase of $11.0 million (7.0 percent)
compared with the prior fiscal year. The increase can be attributed to Fire services, $1.6 million; Police services,
$3.5 million; Public works, $2.8 million; Housing & community services, $1.0 million; Parks and recreation,
$919 thousand; and Interest on long-term debt, $3.2 million, which were offset by decreases in General
Government, $1.8 million, Planning and development, $232 thousand and Library services, $107 thousand.

e Fire services increased $1.6 million due to a three percent merit increase to all employees, a five percent
step increase for eligible employees with less than five years of service, required step increases for
eligible employees with more than five years of service, training for new recruits, and overtime due to
vacant positions.

e Police services increased $3.5 million due to a three percent merit increase to all employees, a five
percent step increase for eligible employees with less than five years of service, required step increases
for eligible employees with less than six years of service, and overtime due to vacant positions and new
patrol initiatives.

e Public works increased $2.8 million due to a two percent merit increase to all employees, increased
materials for street maintenance and repairs, and a new rear tipper pilot program which is a new semi-
automated residential waste collection pilot program with carts.

e Housing and community services increased $1.0 million due to a two percent merit increase to all
employees and increased program spending in the Community Development Block based on approved
grant expenditures.

e Parks and recreation services increased $919 thousand due to a two percent merit increase to all

employees, additional staffing in Parks services for a new high impact litter control team to combat loose
debris and litter throughout the community, and for various parks and recreation facility improvements.
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e Interest on long-term debt increased $3.1 million due to increasing debt and timing of planned debt
service payments and related interest rates

e General government increased $4.3 million due to an increase for required contributions to the Texas
Municipal Retirement System (TMRS) to set updated service credits to auto renewal. This increase was
partially offset by $5.9 million for administrative reimbursements from business activities providing a net
decrease of $1.8 million.

Business-type Activities
Business-type activities increased the City of Mesquite's net position by $8.5 million.

The City's overall revenues for business-type activities decreased by $1.2 million (1.4 percent) during the fiscal
year. The majority of the program revenues for the City's business-type activities are from its water and sewer
operations. Water and sewer customer charges increased $1.5 million due to a 4.5 percent rate increase. Capital
grants and contributions decreased $2.8 million due to a decrease in developer contributions for the Water Sewer
fund and Drainage Utility District fund.

Expenses attributable to the business-type activities increased approximately $7.5 million (10.9 percent). The
increase is mainly due to a reclass of $4.5 million cost allocation charges from the General Fund from the
transfers line to water and sewer expenses, and increased costs for purchasing treated water and wastewater
pretreatment of approximately $1.7 million. The remainder of the increase is due to a two percent merit to all
employees.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Governmental funds. The focus of the City of Mesquite's governmental funds is to provide information on the
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 the fiscal year.

At the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$114.4 million. Approximately 18.1 percent of this total amount ($20.7 million) constitutes unassigned fund
balance. The remainder of the fund balance is comprised of $2.1 million for non-spendable, which represents
funds already committed for prepaid and inventory items and a note receivable which will be repaid in future
years, $89.9 million for restricted, which represents funds restricted for specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), and $1.8 million for assigned, which represents
amounts the City intends to use for specific purposes (such as encumbrances, promotion of tourism and capital
projects). The fund balance for all governmental funds increased by $6.7 million from the previous fiscal year.
This overall increase is explained below individually by fund.

The General Fund is the chief operating fund of the City of Mesquite. At the end of the current fiscal year,
unassigned fund balance of the General fund was $20.7 million while the total fund balance was at $22.7 million.
The total fund balance increased by $1.8 million.

In the General Fund, total revenues increased $10.9 million from the prior year as follows:

e Ad valorem taxes increased $7.6 million due to an increase in assessed property values and the increase of
the debt service portion of the tax rate for the adopted street maintenance bond from fiscal year 2015.

1"



e Sales tax increased over the prior year by $593 thousand due to an increase in retail activity within the
City.

e Charges for services increased $2.1 million as a result of increases in the waste collection/disposal
monthly fee, compost materials fees, public works inspections fees, and ambulance services fees.

e Fines and forfeitures increased $399 thousand over the prior year. The rise can be attributed primarily to
an increased collection on traffic fines and city code violations.

e Licenses and permits increased $308 thousand over the prior year due to a rate increase for construction
related permits and other public safety permits.

Total expenditures in the General Fund increased $3.7 million over the prior year as follows:

e Fire services increased $1.7 million due to a three percent merit increase to all employees, a five percent
step increase for eligible employees with less than five years of service, required step increases for
eligible employees with more than five years of service, and overtime for vacant positions.

e Police services increased $2.4 million due to a three percent merit increase to all employees, required step
increases for eligible employees with less than six years of service, and overtime due to special impact
operations to minimize crime.

e Public works increased $1.4 million due to a two percent merit increase to all employees, increased street
maintenance, and a new rear loader tipper pilot program which is a new semi-automated residential waste
collection pilot program with carts.

e Parks and recreation had an increased of $1.4 million due to a two percent merit increase to all
employees, an additional two employees and a vehicle for the High Impact Litter Control Program, and a
decrease in budgeted reimbursements from special revenue funds

The Housing Grants Fund is a major special revenue fund used to account for funds awarded the City by the U. S.
Department of Housing and Urban Development under their housing assistance program. The fund balance is $1.3
million at the end of the year. Fund balance decreased by $12 thousand due to increased program activity in the
grant program.

The Local Finance capital projects fund is reported as a major fund and is used to account for capital project
expenditures from the proceeds of local revenue sources. Fund balance at year end is $43.9 million, $42.6 million
of which is restricted for various capital projects and specified spending and $1.2 million is assigned for other
capital projects identified by the City. The fund balance increased $17.0 million primarily due to the issuance of
$24.6 million of special assessment bonds for the City’s new Polo Ridge and Iron Horse Public Improvement
Districts for current and future infrastructure projects in the Districts.

The Bond Finance capital projects fund is a major fund used to account for capital project expenditures from the
proceeds of governmental debt. See the Capital Asset section for highlights on project spending. Fund balance at
year end is $37.1 million, all of which is restricted for use for the capital projects approved within the various
bond issues. The fund balance decreased $12.4 million which is due to timing fluctuations of issuing of bonds
(prior year) versus capital project spending from year to year and the street bond rehabilitation program.

The Debt Service fund is a major fund used to account for the accumulation of financial resources for the payment
of principal, interest and related costs on general long-term debt paid primarily from taxes levied by the City. The
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fund balance was $4.2 million at the end of the year. Fund balance decreased by $42 thousand due to an increase
on the principal and interest payments for the bonds.

Proprietary funds. The City's proprietary fund statements provide the same type of information found in the
government-wide financial statements, but in more detail. Unrestricted net position of the Water and Sewer fund
at the end of the year amounted to $29.2 million and the Drainage Utility District amounted to $3.0 million. The
change in net position was an increase of $7.9 million for the Water/Sewer Fund and an increase of $1.5 million
in the Drainage Utility District Fund. The factors concerning the finances of the Water and Sewer fund have
already been addressed in the discussion of the City of Mesquite’s business-type activities. The Drainage Utility
District fund operating results were consistent with prior year except for a decrease in developer contributions.

GENERAL FUND BUDGETARY HIGHLIGHTS

The City revised the original appropriations approved by the City Council for the 2019 fiscal year budget. Overall,
these changes resulted in an increase in budgeted revenues and transfers in by $3.0 million and an increase in
expenditures and transfers out of $3.6 million from the original budget.

The increase in budgeted revenues was to reflect:

e Adjustments to match revenue trends including an increase in collection of General Property Taxes of
$150 thousand, a decrease in Cable TV Gross Receipts activity of $335 thousand, an increase in
collections of Commercial Sanitation Gross Receipts of $161 thousand, an increase in General Sales Tax
activity of $200 thousand, an increase in earned Interest Income of $355 thousand, and an increase of
$404 thousand related to fee increases approved by City Council;

e An increase of $750 thousand in miscellaneous other revenue for the Medicaid reimbursement program
administered by the Texas Health and Human Services Commission,

e Anincrease of $525 thousand from the Drainage Utility District Fund based on a cost allocation rate and,

e Anincrease of $280 thousand from the Capital Projects Reserve Fund for TIRZ administration.

The increase in budgeted expenditures were:

e General government increased $963 thousand due to additional 380 agreement payments, and legal costs
needed for a planned City attorney retirement and related transition;

e Fire services increased $210 thousand for termination pay due to retirements;

e Police Services increased $1.2 million due to additional overtime expenses related to special impact
operations;

e Parks and Recreation increased $295 thousand due to a rise in user participation in programs requiring
additional staff to provide services; and

e Transfers out of $350 thousand for the General Liability Fund to comply with the funding policy and

$540 thousand to the Debt Service Fund for GO debt as a result of impact fees from development activity
not trending as projected.
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Budget variances as compared to actuals were more revenues of $1.7 million and less expenditures and net transfers
out of $6.6 million. The positive variance in revenues was mainly due to additional Sales Taxes of $411 thousand,
Fines and Forfeitures of $428 thousand, and Charges for Services of $1.1 million. Other positive variances
included $247 thousand in Ad Valorem Taxes, $113 thousand in Gross Receipts Taxes, $296 thousand in Licenses
and Permits, and investment income was more than budget by $78 thousand due to better yields on City
investments throughout the year. Negative variances versus budgeted revenues included $60 thousand in
Intergovernmental revenues, $25 thousand in Contributions and Donations, and $896 thousand in Other Revenues,
which can be attributed to less than expected revenues for City auctions and reimbursements.

The budget variance of $671 thousand less in expenditures and transfers out was due to police services, public
works, planning and community development, library services, housing and community services coming in under
amended budget through a planned effort to control spending. Police services was under budget $255 thousand due
to a reduction in overtime as a result of more patrol officers on staff. Public works was under budget $692
thousand due to savings in electricity costs, and more work order credits due to increased capital projects activity.
Planning and community development was under budget $247 thousand as a result of vacant positions. Fire
services was over budget $291 thousand as a result of termination pay and retirements. General government was
over budget $511 thousand primarily due to increased facility maintenance costs for repairs. Parks and recreation
services was over budget $52 thousand due to increased water costs.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of fiscal year 2019, the City had over $526.4 million (net of accumulated depreciation) invested in
capital assets for its governmental and business-type activities in a broad range of capital assets, including police
and fire equipment, buildings, park facilities, roads, bridges, and water and sewer lines. The total increase in the
City of Mesquite's net investment in capital assets was 6.6 percent for the current fiscal year.

City of Mesquite's Capital Assets
(Net of Depreciation, in Thousands)

Governmental Business-type
Activities Activities Totals
2019 2018 2019 2018 2019 2017
Land $ 24664 $ 23763 $ 12443 $ 12,443 $ 37,107 $ 36,206
Construction in progress 29,878 32,634 8,980 17,342 38,858 49,976
Buildings 64,789 66,826 6,382 6,603 71,171 73,429
Infrastructure 148,574 128,129 187,060 170,919 335,634 299,048
Improvements 10,651 10,870 3,588 3,581 14,239 14,451
Equipment 25,829 16,753 3,546 3,892 29,375 20,645
Totals $ 304,385 $ 278975 $ 221,999 $ 214,780 $ 526,384 $ 493,755

Major capital asset events during the current fiscal year include the following:
e Over $21.2 million was expended for governmental type activities for capital projects in 2019 and $42.0

million was completed and placed into service. Major components of projects placed into service include the
following:
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o Over $25.2 million in infrastructure improvements including residential street reconstruction, Scyene
Road reconstruction, Town East Boulevard reconstruction, other street and alley reconstruction, and
Thomasson Square improvements.

o Over $1.4 million in land purchases to include rights-of-way, and a 48 acre plot on McKenzie Road
for future City use.

o Over $837 thousand in building and facility improvements including Westlake Park and Recreation
Center, Florence Ranch House improvements, the City Lake Park slide project, and various other
facilities upgrades.

o Over $14.0 million was expended on equipment replacements including software upgrades for public
safety and overall city operations, police and fire vehicles and equipment, public works vehicles and
equipment, traffic signal equipment and various other types of equipment.

e Over $6.7 million of infrastructure and equipment was expended on the water and sewer system capital
projects and $9.4 was completed and placed into service.

e Over $7.6 million of infrastructure improvements was expended on drainage system capital projects and
$12.8 million was completed and placed into service.

e Over $89 thousand of improvements was expended on the airport facility and $301 thousand was completed
and placed into service for the runway rehabilitation.

Additional information on the City of Mesquite's capital assets can be found in Note 6 of the Notes to the Basic
Financial Statements.

Debt Administration

At year-end, the City had $324.6 million in net bonded debt outstanding. Of this total amount, $192.8 million,
59.4 percent, is comprised of bonded debt backed by the full faith and credit of the City; $31.8 million, 9.8
percent, is comprised of special assessment bonds which are to be paid from special assessments on each property
owner in the Heartland Town Center PID, Iron Horse PID, Polo Ridge PID and is secured by property values; and
$100.0 million, 30.8 percent, represents revenue bonds secured by specified revenue sources related to the
revenue bond projects.
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City of Mesquite's Outstanding Net Bonded Debt
General Obligation and Revenue Bonds (in Thousands)

Governmental Business-type
Activities Activities Totals
2019 2018 2019 2018 2019 2018
General obligation $ 100,740 $ 108,940 $ - $ - $ 100,740 $ 108,940
Certificates of obligation 80,385 76,200 - - 80,385 76,200
Special Assessment Bonds 31,835 7,245 - - 31,835 7,245
Premium on refunding 11,635 12,808 5,642 4774 17,277 17,582

Revenue bonds - 94,375 77,700 94,375 77,700

Totals $ 224595 $ 205193 $100,017 $ 82,474 $ 324,612 $ 287,667

During the fiscal year, the City had six debt issuances. The first debt issue was for $10.0 million of certificate of
obligation debt for constructing and improving streets, roads, and alleys including related storm drainage,
signalization, landscaping, lighting and signage, major repairs and renovations to existing municipal buildings,
constructing and equipping a new fire station, acquisition of equipment and vehicles for various City departments,
acquisition of computer equipment and software for various City departments, and paying for legal, fiscal,
engineering and other professional fees in connection with such projects. The second and third debt issues were
for $7.0 million and $7.5 million for improvements within the Polo Ridge Public Improvement District for Phase
1 and Phase 2-6 of the development project. The fourth debt issue was for $10.0 million for improvements within
the Iron Horse Public Improvement District. The fifth debt issue was for $7.9 million of municipal drainage utility
revenue bonds to allow for improvements to the drainage system. The sixth debt issue was for $15.2 million of
revenue bonds for water and sewer improvements.

Standard and Poor’s Rating Services assigned its ‘AA’ long-term rating to the city’s series 2019 combination tax
and limited surplus revenue certificates of obligation. In addition, Standard and Poor’s affirmed its ‘AA’ long-
term and underlying rating on the city’s outstanding general obligation debt. Standard and Poor’s Rating Services
assigned its ‘AA’ rating and stable outlook to the city’s series 2019 waterworks and sewer system revenue bonds.
At the same time, Standard and Poor’s affirmed its ‘AA’ rating on the city’s existing system revenue debt.
Standard and Poor’s Rating Service raised its rating on the drainage utility system outstanding debt to ‘AAA’
from ‘AA+’. At the same time, Standard and Poor’s assigned its ‘AAA’ rating and stable outlook to the city’s
series 2019 drainage utility system revenue bonds.

Moody’s Investor Services, Inc. assigned its ‘Aa2’ long-term rating to the city’s series 2019 combination tax and
limited surplus revenue certificates of obligation. In addition, Moody’s affirmed its ‘Aa2’ long-term and
underlying rating on the city’s outstanding general obligation debt. Moody’s assigned its ‘Aa2’ rating to the
city’s series 2019 waterworks and sewer system revenue bonds. At the same time, Moody’s affirmed its ‘Aa2’
rating on the city’s existing system revenue debt. Moody’s assigned its ‘Aa2’ rating to the city’s series 2019
drainage utility system revenue bonds. At the same time, Moody’s affirmed its ‘Aa2’ rating on the city’s existing
drainage utility system revenue debt.

Additional information on the City's long-term bonded debt can be found in Note 8 of the Notes to the Basic
Financial Statements.
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Pensions and Retiree Health Care

Pensions and retiree health care continue to receive negative media attention as governments around the nation
struggle to properly fund these commitments. The City is committed to providing programs in these areas that are
fair to both the employees and taxpayers and that can be sustained over the long term.

Effective for fiscal year 2015, GASB Statement No. 68, created specific reporting requirements for pensions that
are different than that used for funding purposes. Both valuations are important as the reporting valuation
provides a rigorous standard measure that can be used to compare the City’s pension liabilities to other
governments around the nation. The funding valuation is important as the actuarial methods used including
strategies for repaying any unfunded actuarial accrued liabilities combined with the City’s history of making those
contributions provides insights regarding the City’s commitment to and the effectiveness of its funding strategy.
Information contained in the financial statements themselves including the first schedule of the Required
Supplementary Information (RSI), Schedule of Changes in Net Pension Liability and Related Ratios, is based on
the reporting valuation. The second schedule in the RSI, Schedule of Contributions, is based on the funding
valuation. On a reporting basis, the City’s financial statements reflect a Net Pension Liability as of September 30,
2019 of $147,924,157, which is 198.3 percent of the City’s annual covered payroll of $74,609,215.

Retiree health care’s actuarially accrued liability has been calculated in accordance with the new GASB Statement
No.75, “Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions”, to be
$37,413,066 as of September 30, 2019, which is 56.5 percent of the City’s annual covered payroll of $66,209,320.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The financial forecast over the next five years calls for slow to moderate growth highlighted by a more stable
housing market boosted by low inventories and high sales prices. With local sales tax collections remaining
strong but expected to level off in 2020, new revenues will continue to depend on tax roll growth. The city’s
growth in property tax has averaged just over 8 percent for the past five years.

Fiscal year 2020 marks the fourth year of implementing a hybrid form of the budgeting process known as
Budgeting for Outcomes. The City has started to transform its operations and culture under a performance
management framework with involving greater citizen participation and community engagement.

In the 2019-2020 budget General Fund revenues and transfers in are projected to increase by 4.0 percent from the
2018-19 final budget with the majority of this increase coming from property tax. General property tax revenue
(Ad valorem tax revenue) is determined by two major factors: the total assessed property value established by the
Dallas Central Appraisal District and the tax rate set by City Council. Certified assessed valuations increased 7.61
percent over the preceding year. The City’s adopted tax rate is set at $0.734 per $100 of assessed valuation and
represents no change from the prior year tax rate. General sales tax receipts have continued to trend upward from
the 2018-19 budget. Based on historical patterns, it is expected to remain flat for 2019-2020. This revenue
source comprises 25.3 percent of General Fund revenues and transfers in and is the most volatile and subject to
change based on the economy. Charges for services is budgeted with a $675,000 increase mainly due to a fee
increase in residential solid waste collections of $1.50 per month per household. The 2019-20 budget includes
other modest increases and decreases to some of the other revenue line items that make up the remaining change
from the previous year.

General Fund expenditures and transfers out are budgeted at a 3.6 percent increase over the 2018-19 final budget.
The 2019-20 budget includes a two percent merit increase for eligible General Government employees excluding
managers, directors and above along with an increase to the Texas Municipal Retirement System (TMRS) for all
full-time employees. All eligible sworn public safety employees are budgeted to receive a two percent merit
increase effective January 1, 2020 along with five percent step increases for 48 firefighters and 62 police officers
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with less than six years of service. The budget also includes firefighter ride-out pay increase from $30 to $40 per
24-hour shift and bilingual pay to qualified firefighter employees. The budget includes eight new positions
including three firefighters, one police officer, one animal service officer, one police property and evidence
supervisor, one public safety administrator and one building inspector for the Rental Certificate Occupancy
Program. Also included is a 10 percent increase in the City’s contribution to the Group Medical Insurance fund.
There are other increases and decreases between the expenditure categories that offset each other to create the
overall budget increase.

A new General Fund Reserve Policy was approved in 2018-19. The new policy requires maintaining a minimum
unassigned fund balance equivalent to 60 days of working capital to be calculated as 60 days of General Fund
budget revenues. Total fund balance for the General Fund is projected to remain flat in fiscal year 2020. The
projected ending fund balance is approximately 60 days of working capital for the unassigned fund balance based
on total revenues.

The Water and Sewer Fund budget includes rate increases for both water and sewer charges to cover increased
costs for treated water and wastewater treatment charges. The water and sewer rates are set to increase by 4.5
percent in base rates and tiered consumption rates which will be sufficient to meet the City’s 1.5 bond coverage
requirement and 120-days working capital reserve.

CONTACTING THE CITY’S FINANCIAL MANAGMENT
The financial report is designed to provide our citizens, customers, investors and creditors with a general
overview of the City's finances. If you have questions about this report or need any additional information, contact

the Finance Department, Attn: Accounting Manager, at P. O. Box 850137, Mesquite, Texas 75185-0137, call
(972) 216-6219 or e-mail at shaynes@cityofmesquite.com.
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City of Mesquite, Texas

Statement of Net Position
September 30, 2019

ASSETS:

Pooled cash and investments

Receivables (net of allowance for uncollectibles)

Internal balances

Inventory

Prepaids and other assets

Accrued interest

Capital assets-
Land and construction in progress
Other capital assets (net of accumulated

depreciation)

Total Assets

DEFERRED OUTFLOWS OF RESOURCES:

Deferred loss on refunding
Deferred pension contributions

Difference in projected and actual earnings on pension assets

Difference in assumption changes - pension
Difference in assumption changes - OPEB
Change in proportional share - pension

Total Deferred Outflows of Resources

LIABILITIES:
Accounts payable
Accrued interest payable
Deposits and other liabilities
Long-term liabilities:
Due within one year:
Bonds payable
Total other postemployment benefit
(OPEB) liability
Accrued compensated absences
Estimated claims payable
Due in more than one year:
Bonds payable
Total other postemployment benefit
(OPEB) liability
Net pension liability
Accrued compensated absences
Estimated claims payable

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:

Difference in expected and actual pension experience
Difference in expected and actual OPEB experience

Change in proportional share - pension
Total Deferred Inflows of Resources

NET POSITION:
Net investment in capital assets
Restricted for:
Capital projects
Local finance projects
Housing grants
Other grants and special revenue
Debt service
Unrestricted

Total Net Position

The accompanying notes are an integral part of this statement.

Governmental  Business-type

Activities Activities Total
$ 112,923,283 $ 72,370,872 $ 185,294,155
24,733,522 12,918,109 37,651,631
999,970 (999,970) -
1,080,403 353,630 1,434,033
463,010 2,728 465,738
137,410 69,615 207,025
54,542,091 21,423,449 75,965,540
249,842,905 200,575,058 450,417,963
444,722,594 306,713,491 751,436,085
1,997,707 986,071 2,983,778
8,531,428 691,738 9,223,166
20,956,911 1,699,210 22,656,121
769,723 62,411 832,134
2,949,558 239,155 3,188,713
46,434 566,616 613,050
35,251,761 4,245,201 39,496,962
15,261,595 4,983,140 20,244,735
1,073,768 314,036 1,387,804
1,208,168 4,221,854 5,430,022
16,249,034 7,682,710 23,931,744
1,607,428 130,333 1,737,761
7,894,271 203,742 8,098,013
1,852,202 - 1,852,202
208,345,878 92,334,349 300,680,227
32,999,656 2,675,649 35,675,305
136,829,840 11,094,317 147,924,157
12,445,710 748,192 13,193,902
1,822,004 - 1,822,004
437,589,554 124,388,322 561,977,876
4,769,741 386,735 5,156,476
2,190,750 177,629 2,368,379
447,849 165,201 613,050
7,408,340 729,565 8,137,905
144,526,707 151,897,380 296,424,087
5,498,271 - 5,498,271
15,245,822 - 15,245,822
1,287,418 - 1,287,418
5,905,240 - 5,905,240
4,167 3,797,549 3,801,716
(137,491,164) 30,145,876 (107,345,288)

$ 34,976,461 $ 185,840,805 $

220,817,266
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City of Mesquite, Texas

Statement of Activities
For the Year Ended September 30, 2019

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions  Contributions
FUNCTION / PROGRAM ACTIVITIES:

Governmental activities:
General government $ 30,099,532 $ 7,103,374 $ 104,387 $ -
Fire services 30,502,473 2,662,727 12,169 177,459
Police services 40,496,308 5,690,591 140,042 -
Public works 23,489,512 10,418,790 - 5,232,034
Planning and community development 3,300,757 3,055,569 951,273 325,000
Housing and community services 17,962,083 428,729 14,953,866 -
Library services 2,157,215 43,215 4,721 -
Parks and recreation 11,400,109 5,825,654 247,658 20,000
Interest & fiscal charges on long-term debt 8,891,530 - - -
Total governmental activities 168,299,519 35,228,649 16,414,116 5,754,493

Business-type activities:
Water and sewer 62,785,809 69,273,725 3,462 821,991
Drainage utility 2,832,374 4,055,242 - 160,350
Non-major other enterprise funds 3,547,608 2,690,639 50,000 -
Total business-type activities 69,165,791 76,019,606 53,462 982,341
Total function / program activities $ 237,465,310 $111,248,255 $ 16,467,578 $ 6,736,834

General revenues:
Ad valorem taxes
Gross receipts taxes
Sales taxes
Gain on sale of capital assets
Investment income
Transfers

Total general revenues and transfers
Change in net position

Net position, beginning of year
Net position - ending

The accompanying notes are an integral part of this statement.
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Net (Expenses) Revenues and Changes in Net Position

Governmental Business-type

Activities Activities Total
(22,891,771) $ - (22,891,771)
(27,650,118) - (27,650,118)
(34,665,675) - (34,665,675)
(7,838,688) - (7,838,688)
1,031,085 - 1,031,085
(2,579,488) - (2,579,488)
(2,109,279) - (2,109,279)
(5,306,797) - (5,306,797)
(8,891,530) - (8,891,530)
(110,902,261) - (110,902,261)
- 7,313,369 7,313,369
- 1,383,218 1,383,218
- (806,969) (806,969)
- 7,889,618 7,889,618
(110,902,261) 7,889,618 (103,012,643)
57,413,399 - 57,413,399
7,809,774 - 7,809,774
46,869,479 - 46,869,479
549,131 13,598 562,729
2,687,239 1,344,354 4,031,593
796,972 (796,972) -
116,125,994 560,980 116,686,974
5,223,733 8,450,598 13,674,331
29,752,728 177,390,207 207,142,935
34,976,461 $ 185,840,805 $ 220,817,266
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City of Mesquite, Texas

Balance Sheet - Governmental Funds
September 30, 2019

Housing Local Bond
General Grants Finance Finance
ASSETS:
Pooled cash and investments $ 12,018,955 $ 1,320,277 $ 46,596,205 $ 41,468,762
Receivables (net of allowance):
Accounts receivable 9,295,187 84,937 31,903 -
Ad valorem taxes 1,759,577 - - -
Other taxes receivable 1,891,255 - - -
Note receivable 804,560 - - -
Intergovernmental 5,754,624 - - -
Due from other funds 3,430,453 - - -
Inventory 1,080,403 - - -
Prepaids and other assets 41,069 - 50 -
Accrued interest 37,330 1,747 30,160 53,297
Total Assets $ 36,113,413 $ 1,406,961 $ 46,658,318 $ 41,522,059
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable $ 6,178,625 $ 34,606 $ 2,227,630 $ 3,245,056
Retainage payable - - 255,856 1,130,455
Deposits 281,586 - 282,890 -
Unearned revenue - - - -
Due to other funds - - - -
Total Liabilities 6,460,211 34,606 2,766,376 4,375,511
DEFERRED INFLOWS OF RESOURCES:
Unavailable revenue 6,957,907 84,937 19,800 -
Fund Balances:
Nonspendable 1,926,032 - 50 -
Restricted - 1,287,418 42,630,937 37,146,548
Assigned 56,269 - 1,241,155 -
Unassigned 20,712,994 - - -
Total Fund Balances 22,695,295 1,287,418 43,872,142 37,146,548
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances $ 36,113,413 $ 1,406,961 $ 46,658,318 $ 41,522,059

The accompanying notes are an integral part of this statement.
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Other Total
Debt Governmental Governmental
Service Funds Funds

3,383 $ 9,522,347 $ 110,929,929
- 22,557 9,434,584

- - 1,759,577

- 60,298 1,951,553

- - 804,560

- 4,894,447 10,649,071

- - 3,430,453

- - 1,080,403

- 26,758 67,877

784 12,000 135,318
4,167 $ 14,538,407 $ 140,243,325
- 8% 1,280,992 $ 12,966,909

- 406,436 1,792,747

- 616,267 1,180,743

- 27,425 27,425

- 169,843 169,843

- 2,500,963 16,137,667

- 2,595,763 9,658,407

- 127,870 2,053,952
4,167 8,807,747 89,876,817
- 506,064 1,803,488

- - 20,712,994
4,167 9,441,681 114,447,251
4,167 $ 11,942644 $ 140,243,325




City of Mesquite, Texas

Reconciliation of the Balance Sheet
of Governmental Funds

To the Statement of Net Position
As of September 30, 2019

Amounts reported for governmental activities in the statement of net position are
different because:

Total fund balance per balance sheet

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the governmental funds.

Other long-term assets less related uncollectibles are not available to
pay for current period expenditures and therefore are reported as
unavailable revenues in the governmental funds.

Internal service funds are used by management to charge the costs of
health claims and general liability to individual funds. A significant
portion of the internal service fund's net position (deficit) is included
in the governmental activities in the statement of net position.

Accrued interest payable on long-term debt does not require current
financial resources and therefore is not reported as a liability in the
balance sheet of governmental funds.

Long-term liabilities, including bonds payable and net pension liability (and the
related deferred inflows and deferred outflows) are not due and payable in the
current period and therefore are not reported as liabilities, deferred outflows or
deferred inflows in the governmental funds. Long-term liabilities consist of:

General obligation bonds payable

Certificate of obligation bonds payable

Special Assessment Bonds

Deferred charge on refunding

Unamortized premiums/discounts on bonds

Total other postemployment benefit (OPEB) liability
Net pension liability

Deferred pension contributions

Difference in assumption changes - pension
Difference in assumption changes - OPEB

Difference in projected and actual earnings on pension plan assets
Difference in expected and actual pension experience
Difference in expected and actual OPEB experience
Net change in proportional share - pension

Accrued compensated absences

Net position of governmental activities

The accompanying notes are an integral part of this statement.
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(100,740,000)
(80,385,000)
(31,835,000)

1,997,707
(11,634,912)
(34,607,084)

(136,829,840)

8,531,428

769,723

2,949,558

20,956,911
(4,769,741)
(2,190,750)
(401,415)

(20,339,981)

$ 114,447,251

304,384,996

9,658,407

(3,912,029)

(1,073,768)

(388,528,396)

$

34,976,461
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City of Mesquite, Texas

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended September 30, 2019

REVENUES:
Taxes-
Ad valorem
Gross receipts
Sales
Licenses and permits
Fines and forfeitures
Investment income
Charges for services
Intergovernmental
Contributions and donations
Other revenues

Total Revenues

EXPENDITURES:
Current-
General government
Fire services
Police services
Public works
Planning and community development
Library services
Parks and recreation
Housing and community services
Capital outlay
Debt service
Principal
Interest and fiscal charges
Bond issuance costs

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers in
Transfers out
Issuance of debt
Premium on bonds issued
Proceeds from sale of capital assets

Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCES

FUND BALANCES AT BEGINNING OF YEAR

FUND BALANCES AT END OF YEAR

Housing Local Bond
General Grants Finance Finance

$ 55,821,077 $ - $ 1714079 $ -
7,563,867 - - -
33,715,663 - - -
2,558,675 - - -
3,329,898 - - -
776,535 34,093 539,755 1,031,467
16,228,595 - 1,297,872 -
89,829 13,449,251 3,216,776 -
115,410 - 1,184,382 -
812,407 121,487 227,154 -
121,011,956 13,604,831 8,180,018 1,031,467
11,147,923 - 962,831 447,485
29,273,255 - 5,320 86,126
37,400,128 - 67,369 160,599
13,204,428 - 1,199,413 722,115
2,805,050 - 74,653 54,917
2,029,285 - - 22,083
2,670,807 - 297,761 35,942
3,021,890 13,617,016 1,140

- - 11,064,017 22,448,288

- - 483,920 -

- - 1,961,722 131,466
101,552,766 13,617,016 16,117,006 24,110,161
19,459,190 (12,185) (7,936,988) (23,078,694)
1,183,917 - 642,661 2,786
(19,012,661) - (1,300,000) -
- 24,590,000 10,065,000

- - - 564,965

151,391 - 960,039 -
(17,677,353) - 24,892,700 10,632,751
1,781,837 (12,185) 16,955,712 (12,445,943)
20,913,458 1,299,603 26,916,430 49,592,491
$ 22,695295 $ 1,287,418 $ 43,872,142 $ 37,146,548

The accompanying notes are an integral part of this statement.
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Other Total

Debt Governmental Governmental
Service Funds Funds

- $ - % 57,535,156
- 245,907 7,809,774
- 13,153,816 46,869,479
- 39,550 2,598,225
- 757,371 4,087,269
66,349 196,314 2,644,513
- 1,078,175 18,604,642
- 1,523,193 18,279,049
- 357,778 1,657,570
- 2,978,053 4,139,101
66,349 20,330,157 164,224,778
- 1,904,267 14,462,506
- 164,765 29,529,466
- 923,338 38,551,434
- 465,674 15,591,630
- 383,198 3,317,818
- 4,889 2,056,257
- 6,748,549 9,753,059
- 1,130,257 17,770,303
- 5,717,185 39,229,490
14,080,000 - 14,080,000
7,678,421 - 8,162,341
18,499 - 2,111,687
21,776,920 17,442,122 194,615,991
(21,710,571) 2,888,035 (30,391,213)
21,671,830 - 23,501,194
(2,786) (2,388,775) (22,704,222)
- - 34,655,000
- - 564,965
- - 1,111,430
21,669,044 (2,388,775) 37,128,367
(41,527) 499,260 6,737,154
45,694 8,942,421 107,710,097

4167 $ 9441681 $ 114,447,251
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City of Mesquite, Texas

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds

To the Statement of Activities

For the Year Ended September 30, 2019

Amounts reported for governmental activities in the statement of activities are
different because:

Net change in fund balance - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlay exceeds depreciation in the current period.

Capital outlay expenditures
Depreciation expense

The net effect of various transactions involving capital assets (i.e. sales, trade-ins, donations,
and transfers to business-type activities) is to decrease net position.

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the governmental funds. This
adjustment is to recognize contributions of capital assets by developers.

Certain revenues in the government-wide statement of activities that do not provide current
financial resources are not reported as revenues in the governmental funds.
This amount is the net change in deferred inflows of resources.

The issuance of long-term debt (e.g. bond proceeds) provides current financial
resources to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. Also govern-
mental funds report the effect of premiums, discounts, and similar items
when debt is first issued, whereas these amounts are deferred and
amortized in the statement of activities. This amount is the net effect of
these differences in the treatment of long-term debt and related items.

Principal amount of debt issued

Refunded bond debt amortization

Principal amount of debt payed to bondholders/refunding bond agents
Net change in accrued interest payable

Premium on bonds issued

Net deferred offering charges and related debt issuance items

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in governmental funds. This adjustment is to reflect the net change in accrued
compensated absences.

Current year OPEB expenditures are reported on the fiscal year basis in the governmental
statement of revenues, expenditures and changes in fund balance and as actuarially
determined in the government-wide statement of activities. These differences are reflected in
deferred outflows and inflows of resources balances.

Current year pension and expenditures are reported on the fiscal year basis in the governmental
statement of revenues, expenditures and changes in fund balance and as actuarially
determined in the government-wide statement of activities. These differences are reflected in
deferred outflows and inflows of resources balances.

Internal service funds are used by management to charge the co