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MESQUITE

June 30, 2023

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

The Annual Comprehensive Financial Report (Annual Report) of the City of Mesquite, Texas (City), for
the fiscal year ended September 30, 2022, is hereby submitted.

This report provides the City Council, staff, our citizens, our bondholders, and other interested parties with
detailed information concerning the financial condition and activities of the City. 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.

FORVIS, LLP has issued an unmodified (“clean) opinion on the City’s financial statements for the year
ending September 30, 2022. The independent auditor’s report is located at the beginning of the financial
section of this report.

This letter of transmittal is designed to complement 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.

Article 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 is issued separately.

City of Mesquite, Texas Profile
The City resides in eastern Dallas County, with its corporate limits adjoining the corporate limits of Dallas

for approximately eight miles. The central business district of Mesquite is roughly 13 miles from downtown
Dallas. The incorporated area of Mesquite is presently 48.94 square miles.
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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 152,000, making it the 20™ largest city in Texas and the 10" largest in the Dallas
Metroplex. 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, the 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,
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

The City of Mesquite is a diverse, dynamic, and rapidly growing city. These levers have enabled a strong
continued recovery from the COVID-19 pandemic through 2022. Although every sector of the Mesquite
community has been challenged, staff remain committed and the City, community, and partners continue
to pull together and stay strong.

Economic development plays a critical role in the growth and financial sustainability of the City. A strong
focus is given to business retention and expansion; new business attraction; workforce development; retail
and special district redevelopment; land development; marketing; project research, data, and analysis; and
incentive programs and negotiations. Solid performance indicators of continued recovery in 2022 for the
City of Mesquite include a 13.4% increase to $12.77 billion in total valuations and $131.2 million in new
construction.

The City continues to benefit from the strength of the Dallas area economy. The Metroplex has ranked high
nationally in attracting new business and expansion of existing companies. The area remains a major
distribution and financial center for the Southwest, and the growth of high-tech industries, service
industries, trade, and corporate headquarters have provided a strong, stable, and diverse regional economy.

Mesquite has several other elements which help foster an optimistic economic outlook for the City including
the availability of affordable housing, a well-educated work force, and a strong agile 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
and Dallas Love Field Airport are located nearby to meet the community’s demand for commercial
passenger air transportation and the City operates its own municipal airport facility for corporate and
general aviation.

Consistent growth in all sectors of the commercial, industrial, and retail markets, with a continued surge in
new industrial development remains strong in the City. Tremendous residential growth persists as
developer’s continue site work, finalize subdivisions, start new phases, and make progress in building out
Mesquite’s neighborhoods into the next decade. Residential growth will also spur continued commercial
growth, especially in the southern Mesquite neighborhoods and along IH-20 in the Trinity Pointe area of
Mesquite. Solterra, a 3,400-lot master planned community broke ground in 2022 which will bring new
residents to the southern Mesquite area. Industrial activity is led by new corporate relocations and facility
expansions, along with over sixteen million square feet of new speculative development in design or under
construction through 2030, resulting in an estimated $1 billion in new real property. A highlight of 2022
included the announcement from the Dallas Business Journal that Mesquite ranked 3™ in the metroplex for
dollars-worth of deals at $451 million, just behind Fort Worth and more than Dallas. Highlights of this
effort include the groundbreaking of Twenty East at Trinity Pointe (3.2 million square feet of industrial) as
Mesquite’s first commercial development in Kaufman County, as well as the expansion of Ashley Furniture
Industries near Mesquite Metro Airport

Retail activity was led by experiential retail, grocery, and new dining options. New land development in
2022 attracted novel brands to Mesquite that included Rosa’s Café, Crumble Cookie, and Black Bear Diner
concepts. Town East Mall remains a strong economic driver on a consistent basis with a 20% increase in
sales in 2022 over 2021 and is expected to announce the new anchor tenants for the redevelopment of the
previous Sears anchor at the intersection of IH-635 and Town East Blvd in 2023.



As a player in the global market, international companies who have already chosen Mesquite include
Ashley Furniture Industries, Orora Visual, Iris USA, Pepsi Co, Benjamin Moore Paints and Elements
International. In 2022, Vehicle Accessories, Inc. announced their expansion into Mesquite at the new Alcott
Logistics Station business park. The Class A Industrial development of Urban District 30, a 950,000 square
foot development built during the pandemic, achieved 100% occupancy that added five new companies and
three new expansions to Mesquite’s portfolio contributing more than $750,000 of real property to the tax
roll.

The Mesquite Arena and Convention Center play a critical role in the local economy. As the “rodeo capital
of Texas”, the renown Mesquite Championship Rodeo continued a strong recovery through 2022.
Diversifying events at this location has contributed to a growing economic impact of tourism as evidenced
by the strong recovery of the Hotel Occupancy tax.

The Mesquite Metro Airport experienced its best year in 2022 with record levels for airport operations
(107,315 takeoffs and landings), gallons of aviation grade fuel sold (415,309), and total revenues ($3.15
million). The Texas Department of Aviation published the economic impact of the Airport at $26 million,
up $3.3 million (14%) from their previous economic impact report. With an estimated 2022 taxable value
of $25.6 million, the Airport continues to invest in infrastructure and services that will capitalize on the
growth surge and sustain its ranking as one of the best general aviation airports in Texas.

Major Initiatives

Following direction of the City Council, several 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 City activities 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 Attp.//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 maintains development interest in multiple residential, commercial, and industrial projects.

Staying ahead of growth requires major initiatives in the service delivery of water throughout the City of
Mesquite. Construction of the new Matthew Holzapfel pump station began in 2022 that will provide water
to the southern sector of the City. The City continued its Advanced Meter Infrastructure (AMI) project
through 2022 that will replace all City of Mesquite water meters with a new radio read system. This project
will improve efficiencies in the water utility operations and enable enhanced water conservation and
consumption management by residents and City staff.

Ingenuity continues in the redevelopment of the historic downtown area. The restoration of one of
Mesquite’s oldest buildings celebrated its grand opening as an anchor project through a public-private
partnership, Alejandro’s at Front Street Station — a full-service restaurant with outdoor patio seating. In
addition, the City opened the Heritage Plaza building to serve as a Visitors Center and home to the Mesquite
Convention and Visitors Bureau, Downtown Mesquite, and the Mesquite Chamber of Commerce after a
two-year rehabilitation of the building. Private-sector investors bought two key buildings in 2022 totaling
9,000 square feet and are in the process of renovating the properties for more new businesses Mesquite
received the 2022 Best Economic Game Changer for the Front Street Station project at the annual Texas
Downtown Association awards.
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Parks and recreation play a key role in the community as evidenced by the Council Strategic Goal for
Quality Recreation and Culture. 2022 brought the excitement of the City’s first spray pad; its first Parks
Master Plan in over 20 years; and the successful completion of its first year of operations at the new
Mesquite Softball complex that will have a long-term economic impact to the City.

Long Term Financial Planning

In January 2022, 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 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 2022 budget. The
budgeting for outcomes process allows City staff to better allocate limited resources to the highest priority’s
established by citizens 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. 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.

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 strong 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.

Budgets are legally adopted by the City Council for governmental funds other than Capital Projects Funds,
the Other Special Revenue Fund, and the Other Grants 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.
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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 city management, the Finance
Director, and the Manager of Budget and Treasury. 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 periodically update
expenditure estimates for the current fiscal year. These estimates, as well as revenue estimate revisions, are
reviewed by the Manager of Budget and Treasury, the Finance Director, members of city management, the
City Manager, and the City Council. The City Council approves the adoption of the amended budget by
ordinance.

During the fiscal year, monthly expenditure reports are generated by the Budget and Treasury 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 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 more frequently now due to the volatility of the economy
and revised subject to City Council approval.

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 for the fiscal year ended September 30,
2021. This was the 43" consecutive year that the City has achieved this prestigious award. 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 only valid for a period of one year. This Annual Report continues to meet
the Certificate of Achievement Program’s requirements, and it has been submitted to GFOA to determine
its eligibility for another certificate.

Award for Distinguished Budget Presentation. The City also received the GFOA’s Award for
Distinguished Budget Presentation for its annual program of services dated October 1, 2021. This is the
34" year the City has received the award. To qualify for the Distinguished Budget Presentation Award, the
City’s budget document was judged to be proficient in several categories including policy document,
financial plan, operations guide, and communications device.
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Texas Transparency Stars. The City also maintained its five Texas Comptroller of Public Accounts
Transparency Stars for Traditional Finances, Debt Obligations, Contracts and Procurement, Economic
Development, and Public Pensions. This award program recognizes local governments across Texas for
going above and beyond in their transparency efforts. The Texas Comptroller has received eighty-three
applications from local government entities since the program inception, of which only twelve have
received the maximum five Transparency Stars.

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. I 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,

&kafy L Swith

Cindy L. Smith, CGFM, CPM
Director of Finance
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FORV/S

14241 Dallas Parkway, Suite 1100 / Dallas, TX 75254
P 972.702.8262 / F 972.702.0673

forvis.com

Independent Auditor’s Report

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

Opinions

We have audited the 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, 2022, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying 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, as of September 30, 2022, and the
respective changes in financial position, and, where applicable, cash flows thereof and the respective
budgetary comparison for the general fund for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Financial Statements” section of our report. We are required to be
independent of the City, and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the City adopted Governmental Accounting Standards
Board Statement No. 87, Leases in fiscal year 2022. Our opinions are not modified with respect to this
matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a
going concern for 12 months beyond the financial statement date, including any currently known information
that may raise substantial doubt shortly thereafter.

QPRAXITY



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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

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 be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
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.



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

Supplementary Information

Our audit for the year ended September 30, 2022, was conducted for the purpose of forming opinions on
the financial statements that collectively comprise the City’s basic financial statements. The combining and
individual fund financial statements and schedules for the year ended September 30, 2022, are presented
for purposes of additional analysis and are not a required part of the basic financial statements. Such
information is 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. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements for the year ended
September 30, 2022, 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 financial statements and schedules are fairly stated, in all material respects, in relation
to the basic financial statements as a whole for the year ended September 30, 2022.

We also previously audited, in accordance with auditing standards generally accepted in the United States
of America, the basic financial statements of the City as of and for the year ended September 30, 2021 (not
presented herein), and have issued our report thereon dated April 1, 2022, which contained unmodified
opinions on the respective financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information. The summarized comparative information
presented as part of the combining and individual fund financial statements and schedules for the year
ended September 30, 2021, are presented for purposes of additional analysis and are not a required part
of the basic financial statements. Such information is the responsibility of management and was derived
from and related directly to the underlying accounting and other records used to prepare the 2021 financial
statements. The information was subjected to the audit procedures applied in the audit of the 2021 basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare those financial
statements or to those financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the summarized
comparative information presented as part of the combining and individual fund financial statements and
schedules are fairly stated in all material respects in relation to the basic financial statements as a whole
for the year ended September 30, 2021.

Other Information

Management is responsible for the other information included in the annual comprehensive financial report.
The other information comprises the introductory and statistical sections but does not include the basic
financial statements and our auditor’s report thereon. Our opinions on the basic financial statements do not
cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

FORVIS,LLP

Dallas, Texas
June 30, 2023
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City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

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, 2022.
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 $369.9 million (net position). Within the total net position, unrestricted is a $31.0
million deficit.

The City’s total net position increased by $69.7 million from operations during fiscal year 2022.
Governmental activities which receive taxes and other non-exchange revenues, increased $51.4 million and
business type activities increased by $18.3 million.

As of the close of the current fiscal year, the City of Mesquite’s governmental funds reported combined
ending fund balances of $167.8 million, an increase of $56.4 million (including impact on change in
accounting principle) from the prior year due primarily to issue of bonds that will be spent in the future on
capital projects.

At year-end, the unassigned fund balance for the General Fund was $31.0 million and total fund balance
was $34.1 million. Total unassigned fund balance represents approximately 76 days of working capital,
calculated in accordance with City Policy of General Fund Budgeted Revenues. For fiscal year 2022, the
working days capital based on actuals on the budgetary basis concluded at 71 days working capital. On a
current financial resources basis, total fund balance for the General Fund increased $6.1 million, which was
primarily the result of expenditures coming in less than budgeted.

The City’s debt increased by $59.3 million during this current fiscal year. The City issued general obligation
bonds and certificates of obligation for infrastructure, capital replacement, and municipal building
improvements. In addition, the City issued revenue bonded debt for water, sewer, and drainage
improvements.

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.



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

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.



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

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, Local Finance Capital Project, Bond Finance Capital Project, Debt Service, and
Other Grants 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
nonmajor 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 Fund, which is presented as part of the basic
financial statements to demonstrate compliance with the budget.

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 nonmajor 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 nonmajor funds and the internal service funds is provided in the form of combining statements elsewhere
in this report.



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

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 accounting used for fiduciary funds
is much like that used for proprietary funds.

The City maintains two different types of fiduciary funds. The Private-purpose trust fund is used to report
resources held in trust to maintain a small cemetery within the City. The Custodial funds report resources,
not in a trust, that are held by the City for other parties outside of the City’s reporting entity. One custodial
fund, the tax collection fund, accounts for ad valorem taxes collected on behalf of the Mesquite Independent
School District. The other custodial fund, the seized assets fund, accounts for funds seized from court cases
that are held in escrow until judgment.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding 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 (OPEB). Required supplementary
information immediately follows the notes to the basic financial statements.

The combining statements referred to earlier in connection with nonmajor governmental funds, nonmajor
enterprise funds, and internal service funds are presented immediately following the required
supplementary information on pensions and OPEB. Combining and individual fund statements and
schedules follow the required supplementary information.

Government-wide Overall 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 $369.9 million as of September 30, 2022.

The largest portion of the City’s net position (93.7%) 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, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

City of Mesquite’s Net Position

The following table reflects the condensed Statement of Net Position. Prior year comparative information
has not been restated for the change in accounting principle and merged entity at the beginning of fiscal
year 2022.

Governmental Activities Business-type Activities Totals
FY2022 FY2021 FY2022 FY2021 FY2022 FY2021
Current and other assets $ 219,474,756 $ 153,686,539 $ 142,324,379 $ 121,758,836 $ 361,799,135 $ 275,445,375
Capital and lease assets, net 368,912,655 354,934,507 291,626,999 262,602,215 660,539,654 617,536,722
Total assets 588,387,411 508,621,046 433,951,378 384,361,051 1,022.338,789 892,982,097
Deferred outflows of resources 20,857,975 16,626,731 2,180,392 2,049,557 23,038,367 18,676,288
Other liabilities 39,910,797 29,563,136 14,494,944 14,063,653 54,405,741 43,626,789
Long-term liabilities 402,291,143 401,055,505 176,723,915 147,287,575 579,015,058 548,343,080
Total liabilities 442,201,940 430,618,641 191,218,859 161,351,228 633,420,799 591,969,869
Deferred inflows of resources 38,993,550 17,994,263 3,052,888 1,465,656 42,046,438 19,459,919
Net investment in capital assets 177,921,974 166,092,744 168,729,099 166,219,419 346,651,073 332,312,163
Restricted 41,738,493 27,214,393 12,198,566 7,381,244 53,937,059 34,595,637
Unrestricted (91,610,571)  (116,672,264) 60,932,358 49,993,061 (30,678,213) (66,679,203)
Total net position $ 128,049,896 $ 76,634,873 $ 241,860,023 $ 223,593,724 $ 369,909,919 $ 300,228,597

An additional portion of the City’s net position (14.6%) represents resources that are subject to external
restriction on how they may be used. Within the total net position, unrestricted is a $30.7 million deficit.
The deficit is caused primarily by City’s liability for its pension plan ($90.1 million) and other
postemployment benefit plan for retiree healthcare ($31.6 million).

The current and other assets increased in the governmental activities by $65.8 million and the business-type
activities increased by $20.6 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. Increase in the business-type activities is primarily due to an increase in pooled cash and
investments for bond proceeds received for major capital infrastructure still in progress and net receivables
as a result of current year operations.

The City’s total liabilities increased by $41.5 million. Bonds payable increased $59.3 million for new
capital projects. The net pension liability decreased $21.7 million due to strong investment performance.
The deposits and liabilities increased by $14.5 million due to unearned ARPA grant revenue.

Deferred inflows and outflows of resources are primarily due to pension and other postemployment benefit
valuation activity.



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

Analysis of the City’s Operations

Governmental and Business-type activities increased the City’s net position by $69.7 million. Prior year
comparative information has not been restated for the change in accounting principle at the beginning of
fiscal year 2022. The key elements of this increase and the prior year results are as follows:

Governmental Activities Business-type Activities Totals
FY2022 FY2021 FY2022 FY2021 FY2022 FY2021
Revenues:
Program revenues:
Charges for services $ 42,160,893 $ 28,575,554 $ 88,168,735 $ 79,260,434 $ 130,329,628 $ 107,835,988
Operating grants and contributions 25,362,954 27,901,098 67,898 89,264 25,430,852 27,990,362
Capital grants and contributions 3,573,868 6,364,495 3,730,397 5,872,574 7,304,265 12,237,069
Total program revenues 71,097,715 62,841,147 91,967,030 85,222,272 163,064,745 148,063,419
General revenues:
Ad valorem taxes 71,023,000 64,830,789 - - 71,023,000 64,830,789
Gross receipts taxes 8,053,578 7,435,585 - - 8,053,578 7,435,585
Sales taxes 60,137,724 53,316,537 - - 60,137,724 53,316,537
Grants not restricted to specific programs 610,426 - - - 610,426 -
Gain on sale of capital assets 167,493 4,519,955 - - 167,493 4,519,955
Investment income (loss) (380,724) 143,236 (259,421) 84,095 (640,145) 227,331
Miscellaneous 1,853,096 2,410,518 30,759 963,004 1,883,855 3,373,522
Total general revenues 141,464,593 132,656,620 (228,662) 1,047,099 141,235,931 133,703,719
Total revenues 212,562,308 195,497,767 91,738,368 86,269,371 304,300,676 281,767,138
Expenses:
General government 19,655,559 26,234,308 - - 19,655,559 26,234,308
Fire services 32,371,375 32,328,814 - - 32,371,375 32,328,814
Police services 42,744,250 41,849,155 - - 42,744,250 41,849,155
Public works 23,103,175 23,274,769 - - 23,103,175 23,274,769
Planning and community development 4,542,257 9,542,691 - - 4,542,257 9,542,691
Housing and community services 22,788,823 21,825,972 - - 22,788,323 21,825,972
Library services 2,337,933 2,468,788 - - 2,337,933 2,468,788
Parks and recreation 12,104,171 11,713,438 - - 12,104,171 11,713,438
Interest on long-term debt 8,109,662 7,817,157 - - 8,109,662 7,817,157
Water and sewer - - 61,273,690 58,935,384 61,273,690 58,935,384
Drainage utility district - - 2,986,003 2,734,235 2,986,003 2,734,235
Municipal airport - - 1,108,079 2,260,519 1,108,079 2,260,519
Municipal golf - - 1,494,377 1,520,386 1,494,377 1,520,386
Total expenses 167,757,205 177,055,092 66,862,149 65,450,524 234,619,354 242,505,616
Increase in net position before transfers 44,805,103 18,442,675 24,876,219 20,818,847 69,681,322 39,261,522
Transfers 6,609,920 4,701,899 (6,609,920) (4,701,899) - -
Change in net position 51,415,023 23,144,574 18,266,299 16,116,948 69,681,322 39,261,522
Net position, beginning 76,634,873 53,490,299 223,593,724 207,476,776 300,228,597 260,967,075
Net Position, ending $ 128,049,896 $ 76,634,873 $ 241,860,023 $ 223,593,724 $ 369,909,919 $ 300,228,597




City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

Governmental Activities
Governmental activities increased the City of Mesquite’s net position by $51.4 million.

The City’s program revenues from governmental activities increased approximately $8.3 million (13.1%)
as compared to the prior year. Charges for services increased approximately $13.6 million, operating grants
and contributions decreased approximately $2.6 million, and capital grants and contributions decreased
approximately $2.8 million.

Charges for services increased primarily due to an increase in roadway impact fees, public works inspection
fees and waste collections related to economic expansion.

General revenues of the City’s governmental activities increased $8.8 million (6.6%) during the year.
General revenue from property taxes increased $6.2 million due to increased property tax values and new
property added to the tax roll. Gross receipts tax revenue increased $618 thousand due to increased activity
in gas, electrical and sanitation franchise fees. Sales tax revenues increased $6.9 million due to an increase
in retail activity and inflation. Investment income decreased $524 thousand due to lower yields on
investments throughout the year. Gain on sale of capital assets decreased by $4.4 million due primarily to
land sales related to economic development agreements made in the prior year.

Expenses for the City’s governmental activities experienced a net decrease of $9.9 million (5.3%) compared
with the prior fiscal year. The decrease can be attributed to General Government, $6.6 million, and
Community development $5.0 million, which were offset by increases to Police services, $895 thousand,
Housing and community services, $963 thousand, Parks and recreation, $391 thousand, and Interest on
long-term debt, $293 thousand.

o General Government decreased $6.6 million due to a decrease in personal and contractual
services in both the other grants fund and local finance fund.

o Community development decreased $5.0 million due to reduced expenditures related to economic
development agreements.

e Housing and community services increased $963 thousand due to expenditures covered by federal
housing grant awards.

o Interest on long-term debt increased $293 thousand primarily due to the addition of fiscal year 2022
bonds.

e Police services increased $895 thousand due to an increase in salaries.

10



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

Business-type Activities
Business-type activities increased the City of Mesquite’s net position by $18.3 million.

The City’s overall revenues for business-type activities increased by $22.8 million (6.3%) during the fiscal
year. The majority of the program revenues for the City’s business-type activities are from its water and
sewer operations. Customer charges increased $8.9 million due to rate increases passed to residents and the
addition of new utility accounts. Capital grants and contributions decreased $2.1 million due to a decrease
in developer contributions for the Water Sewer fund and Drainage Utility District fund.

Expenses increased by approximately $1.4 million (2.2%). The increase is mainly due to an increase in
contractual services.

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 $167.8 million. Approximately 18.4% of this total amount (31 million) constitutes unassigned fund
balance. The remainder of the fund balance is comprised of $2.7 million for nonspendable, which represents
funds already committed for prepaid and inventory items and a note receivable which will be repaid in
future years, $116.3 million for restricted, which represents funds restricted for specific purposes by their
providers (such as grantors, bondholders, and higher levels of government), and $17.9 million assigned,
which represents amounts the City intends to use for specific purposes (such as encumbrances, promotion
of tourism, and capital projects). The fund balances for all governmental funds increased by $56.4 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 $31.0 million while the total fund balance was at $34.1
million. The total fund balance increased by $6.1 million.

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

e Ad valorem taxes increased $5.8 million due to an increase in assessed property values and growth.

e Sales tax increased over the prior year by $5.0 million due to an increase in retail activity within
the City.

o Gross receipts increased over the prior year by $618 thousand due to increased electrical, gas and
sanitation contract fees.

11
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o Licenses and permits increased $1.9 million over the prior year due to significant increases in
permit fees associated with the economic expansion.

e Charges for services increased $2.5 million over the prior year. The rise can be attributed to the
increased public works inspection fees, waste collection fees and compost fees.

e Investment income decreased $67 thousand as a result of declining interest rates.
Total expenditures in the General Fund increased $5.6 million over the prior year as follows:
o Fire services increased $2.0 million due to increased salary and overtime expenses.
e Police services increased $2.1 million due increased salary and overtime expenses.
e Public works increased $1.6 million due to increased motor vehicle parts and fuel costs.

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 $41.0 million, $24.4
million of which is restricted for various capital projects and specified spending and $16.6 million is
assigned for other capital projects identified by the City. The fund balance increased $13.8 million primarily
due to timing fluctuations of capital project spending from year to year. Project spending carries over from
year to year depending on the scheduled activity.

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 and Lease Asset section for highlights on project
spending. Fund balance at year end is $68.8 million, all of which is restricted for use for the capital projects
approved within the various bond issues. The fund balance increased $29.5 million which is due to timing
fluctuations of issuing of bonds (current year) versus capital project spending from year to year.
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City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

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 fund balance was $1.5 million at the end of the year, all of which is restricted for debt
service. Fund balance increased by $62 thousand in the current year.

The Other Grants fund is a major fund used to account is a special revenue fund is used to account for funds
awarded to the City by all federal and state awarding agencies other than those funds accounted for in the
Housing Grants fund. The fund balance was $258 thousand at the end of the year, all of which is restricted
for various grants programs. Fund balance decreased by $1.3 million in the current year due to the planned
spend down of various funding sources.

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 $55.2 million and the Drainage Utility District amounted to $7.5 million. The
change in net position was an increase of $13.9 million, for the Water/Sewer Fund and an increase of $4.9
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 of
$505 thousand in personnel expenses.

General Fund Budgetary Highlights
The City revised the original appropriations approved by the City Council for the 2022 fiscal year budget.
Overall, these changes resulted in an increase in budgeted revenues and transfers in by $7.5 million and an
increase in expenditures and transfers out of $2.4 million from the original budget.
The increase in budgeted revenues primarily was to reflect:

e General Sales Tax collections increase of $5.2 million due to inflation.

o Gross Receipts increase of $415 thousand for gas gross receipts and bingo taxes.

o Licenses and Permits increase of $868 thousand from building permits dues to development
activity.

e Charges for services increase of $944 thousand from increased fees approved by City Council on
September 20, 2021, and the addition of the Softball Complex operations that includes reservations
and concessions.
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City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

The increase in budgeted expenditures were:
e $1.2 million for economic development incentive payments;
e $110,000 for Softball Complex operations.
e $1.1 million for inflationary cost increases of supplies and services like fuel, parts, and utilities.

Budget variances as compared to actuals were more revenues and transfers in of $4.9 million and $3.2
million more in expenditures and transfers out. The positive variance in revenues was mainly due to
additional Sales Tax of $2.2 million due to inflation. Other positive variances include $354 thousand in Ad
Valorem Taxes, $524 thousand in Gross Receipts, $932 thousand in Licenses and permits, Charges for
Services of $972 thousand and Other Revenues of $200 thousand. Negative variances versus budgeted
revenues include $218 thousand in Fines and Forfeitures, $118 thousand in Investment Income, $20
thousand in Other Revenues, and $61,440 in Transfers In.

The budget variance of $3.2 million more in expenditures and transfers out was due to all areas coming in
under amended budget mainly due to salary savings from personnel vacancies offset by a $7 million transfer
out to capital projects reserve fund for future capital projects and $1.1 million transfer to capital projects
reserve fund for obligated economic development incentives. Taking into consideration cost allocation
reimbursements, General government was under budget by $1.3 million from personnel vacancies, supplies,
and contractual services savings. Fire services was under budget $403 thousand due uniform supplies and
contractual services. Police services was under budget $918 thousand due to personnel vacancies. Public
works was under budget $710 thousand due to personnel vacancies, contractual services savings, and more
work order credits due to increased capital projects activity. Planning and community development was
under budget $133 thousand from personnel vacancies and contractual services related to building
inspection, planning, zoning, and demolition services. Library services was under budget $203 thousand
from personnel vacancies, library supplies, and contractual services. Parks and recreation was under budget
$771 thousand due to personnel vacancies, supplies, and contractual services as a result of reduced
programming due to labor shortages. Housing and community services was under budget $617 thousand as
a result of personnel vacancies and contractual services in animal services and environmental code
inspection.

Capital and Lease Assets

At the end of fiscal year 2022, the City had over $660.5 million (net of accumulated
depreciation/amortization) 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
7.0% for the current fiscal year.
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City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

City of Mesquite’s Capital and Lease Assets, Net of Depreciation or Amortization

Governmental Activities Business-type Activities Totals
FY2022 FY2021 FY2022 FY2021 FY2022 FY2021
Land $ 25,649,615 $ 24,952,158 $ 13,246,089 $ 13,542,316 $ 38,895,704 $ 38,494,474
Construction in progress 63,845,135 58,635,580 62,952,234 35,659,098 126,797,369 94,294,678
Buildings 64,762,724 67,172,556 6,326,846 6,560,951 71,089,570 73,733,507
Infrastructure 178,774,796 170,337,658 202,995,852 200,901,423 381,770,648 371,239,081
Improvements other than buildings 13,061,215 9,974,934 2,951,611 3,132,196 16,012,826 13,107,130
Equipment 22,476,592 23,861,621 2,873,393 2,806,231 25,349,985 26,667,852
Lease assets 342,578 - 280,974 - 623,552 -
Totals $ 368,912,655 $ 354,934,507 $ 291,626,999 $ 262,602,215 $ 660,539,654 $ 617,536,722

Major capital asset events during the current fiscal year include the following:
e Over $29.5 million was expended for governmental type activities for capital projects in 2022 and
$11.6 million was completed and placed into service. Major components of projects placed into

service include the following:

o Over $9.6 million in infrastructure improvements and additions including Thomasson
Square Street, portions of Town East Blvd (80 to Skyline) and Lawson Highway.

o Over $400 thousand in improvements to include the Mesquite Garland Trail Connector.

o Over $3.3 million in parks improvements to include Dunford, Softball complex, and Clay
Mathis Spray Pad.

o Over $1 million was expended on equipment replacements including software upgrades
for city operations, police and fire vehicles and equipment, public works vehicles and

equipment, traffic signal equipment and various other types of equipment.

o The water and sewer system expended $3.2 million in capital projects that were completed and
placed into service.

o The drainage system capital expended $900 thousand in capital projects that were completed and
placed into service.

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

15



City of Mesquite, Texas
Management’s Discussion and Analysis (Unaudited)
Year Ended September 30, 2022

Debt Administration

At year-end, the City had $432.9 million in net bonded debt outstanding. Of this total amount, $235.0
million, 54.3%, is comprised of bonded debt backed by the full faith and credit of the City; $30.9 million,
7.1%, 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
special assessments; $166.3 million, 38.4%, represents revenue bonds secured by specified revenue sources
related to the revenue bond projects; and $623 thousand represents lease obligations.

City of Mesquite’s Outstanding Debt

Governmental Activities Business-type Activities Totals
FY2022 FY2021 FY2022 FY2021 FY2022 FY2021
General obligation bonds $ 118,710,000 $ 112,855,000 $ - $ - $118,710,000 $112,855,000
Certificates of obligation 101,225,000 79,550,000 - - 101,225,000 79,550,000
Special assessment bonds 30,930,000 31,465,000 - - 30,930,000 31,465,000
Revenue bonds - - 154,675,000 125,505,000 154,675,000 125,505,000
Premiums on bonds 15,042,845 14,022,079 11,650,904 9,490,914 26,693,749 23,512,993
Lease obligations 343,957 420,597 278,813 265,624 622,770 686,221
Totals $ 266,251,802 $ 238,312,676 $ 166,604,717 $ 135,261,538 $ 432,856,519 $ 373,574,214

During the fiscal year, the City had four debt issuances in 2022. The first debt issue was for $15.7 million
of general obligation bonds for constructing, improving, extending, expanding, upgrading and developing
two-land residential streets, including, utility relocation, landscaping, sidewalks, traffic safety and
operational improvements, drainage, the purchase of any necessary right-of-way, and other related costs.
The second debt issue was for $33.8 million of revenue bonds for water and sewer improvements. The third
debt issue was for $3.7 million for drainage improvements. The fourth debt issue was for $29.3 million of
certificate of obligation debt for acquisitions and installation of City information technology infrastructure
and equipment; designing, engineering, developing, constructing, improving and repairing, extending
streets, thoroughfares and bridges, including streetscaping, related storm drainage improvements,
signalization and other traffic controls, sidewalks, street lights and the acquisition of any right of way
therefor; designing, developing, constructing, improving and renovating City buildings and facilities,
including City Hall, equipment services facilities, animal shelter facilities, composting facilities, and City
fire stations, acquisition of equipment and vehicles for police, public works, fire, emergency services,
building services, and planning and development and park and recreation purposes.

Standard and Poor’s Rating Services assigned its ‘AA’ long-term rating to the City’s series 2022
combination tax and limited surplus revenue certificates of obligation. Standard and Poor’s assigned its
‘AA’ long-term rating on the City’s series 2022 general obligation debt. Standard and Poor’s Rating
Services assigned its ‘AA’ rating and stable outlook to the City’s series 2022 waterworks and sewer system
revenue bonds. Standard and Poor’s affirmed its ‘AA’ rating on the City’s existing system revenue debt.
Standard and Poor’s Rating Service assigned its ‘AAA’ rating on the City’s 2022 drainage utility system
debt.
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Moody’s Investor Services, Inc. assigned its ‘Aa2’ long-term rating to the City’s series 2022 combination
tax and limited surplus revenue certificates of obligation. Moody’s assigned its ‘Aa2’ long-term and rating
on the City’s series 2022 general obligation debt. Moody’s assigned its ‘Aa2’ rating to the City’s series
2022 waterworks and sewer system revenue bonds. Moody’s affirmed its ‘Aa2’ rating on the City’s existing
system revenue debt. Moody’s assigned its ‘Aa2’ rating on the City’s series 2022 drainage utility system
revenue debt.

Additional information on the City’s long-term bonded debt can be found in Note 9 of the Notes to the
Financial Statements.

Economic Factors and Next Year’s Budget and Rates

As with many other cities, the Mesquite’s main challenges for fiscal year 2022-23 are limited property tax
revenue, availability of workforce and competitive pay plans, aging infrastructure, and preparing for the
growth of the community.

The City of Mesquite continued utilizing the hybrid form of the budgeting process known as Budgeting for
Outcomes methodology for the 2022-23 Budget to guide the organization and address the needs of the
community. In preparing the budget, the city followed the performance management model of success to
better address the needs of the community with greater citizen participation and community engagement.

In the 2022-2023 budget, General Fund revenues and transfers in are projected to increase by 3.4% from
the 2021-22 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 Kaufman County Appraisal District and the tax
rate set by City Council. Certified assessed valuations increased 14.02% over the preceding year. The
City’s adopted tax rate is set at $0.65814 per $100 of assessed valuation and represents a five-cent decrease
from the prior year tax rate. Fiscal year 2020-21 and fiscal year 2021-22 were anomalies for sales tax
growth. Fiscal year 2020-21 sales tax growth was a recovery from the pandemic and fiscal year 2021-22
sales tax growth was from inflation. Based on historical patterns, sales tax it is expected to increase slightly
for 2022-2023. This revenue source comprises 26.9% of General Fund revenues and transfers in and is the
most volatile and subject to change based on the economy and any further inflation effects. Charges for
services is budgeted with an approximate $866 thousand increase mainly due to a fee increase in residential
solid waste collections of $1.00 per month per household and anticipated increases in Parks and Recreation
activities. The 2022-23 General Fund budget includes an increase of $253 thousand from cost allocation
plan updates.
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General Fund expenditures and transfers out are budgeted at a 6.28% increase over the 2021-22 final budget.
The 2022-23 budget includes a 3.00% merit increase for all general government employees on their
anniversary date and 3.00% merit increase for all sworn public safety position on January 1, 2023 along
with competitive pay and incentive programs for retention and recruitment efforts. In addition, sworn public
safety employees are budgeted to receive 5.00% step increases for firefighters and police officers with less
than six years of service, and additional 2.00% step adjustment for public safety ranked positions. The
2022-23 budget also includes increases for contributions to Texas Municipal Retirement System (TMRS),
Group Medical Insurance Fund and worker's compensation and general liability expenses. The budget
includes twenty new full-time positions and one part-time position for growth and expansion including two
police officers for patrol and school resource officer for Horn High School, ten firefighters for Mesquite
Trinity Pointe Public Safety Facility, bilingual communications position, and additional staffing for
Economic Development, Municipal Court, Public Safety Dispatch, Solid Waste, Parks Maintenance, and
Code Enforcement. Expenditures also include additional funding to operate an additional ambulance for
emergency medical services, funding for roadway, park, and public safety projects, inflationary increases,
special events, and economic development studies.

The General Fund Reserve Policy, as approved in January 2019, 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
2022-23. The projected ending fund balance is approximately 70 days of working capital for the unassigned
fund balance based on total revenues.

The Water and Sewer Fund budget includes 9.00% water and sewer rate increase for fiscal year 2022-23 to
offset the increases imposed by North Texas Municipal Water District (NTMWD) for purchased water and
wastewater treatment costs.

Contacting the City’s Financial Management

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) 216-6263 or e-mail at atierney@cityofmesquite.com.
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City of Mesquite, Texas
Statement of Net Position
September 30, 2022

Governmental Business-type
Activities Activities Total
ASSETS:
Pooled cash and investments $ 56,253,252 $ 86,798,520 $ 143,051,772
Receivables (net of allowance for uncollectibles) 24,947,285 16,872,079 41,819,364
Internal balances 978,053 (978,053) -
Inventory 1,189,111 434,047 1,623,158
Prepaids and other assets 1,126,018 34,631 1,160,649
Accrued interest 266,509 128,889 395,398
Restricted pooled cash and investments 134,714,528 39,034,266 173,748,794
Capital and lease assets-
Land and construction in progress 89,494,750 76,198,323 165,693,073
Other capital and lease assets (net of accumulated
depreciation) 279,417,905 215,428,676 494,846,581
Total Assets 588,387,411 433,951,378 1,022,338,789
DEFERRED OUTFLOWS OF RESOURCES:
Deferred loss on refunding 1,265,478 584,208 1,849,686
Deferred pension contributions 11,494,200 931,963 12,426,163
Difference in expected and actual pension experience 6,555,028 531,490 7,086,518
Difference in expected and actual OPEB experience 1,083,860 87,882 1,171,742
Difference in assumption changes - pension 98,349 7,976 106,325
Difference in assumption changes - OPEB 361,060 29,276 390,336
Change in proportional share - pension - 7,597 7,597
Total Deferred Outflows of Resources 20,857,975 2,180,392 23,038,367
LIABILITIES:
Accounts payable 12,461,609 5,388,853 17,850,462
Accrued interest payable 1,244,190 554,069 1,798,259
Retainage payable 790,599 2,619,139 3,409,738
Deposits and other liabilities 1,121,708 5,932,883 7,054,591
Unearned revenue 24,292,691 - 24,292,691
Long-term liabilities:
Due within one year:
Bonds payable 17,680,000 8,910,000 26,590,000
Lease liability 135,550 88,620 224,170
Total other postemployment benefit
(OPEB) liability 1,058,044 122,794 1,180,838
Accrued compensated absences 7,818,906 194,259 8,013,165
Estimated claims payable 1,780,215 - 1,780,215
Due in more than one year:
Bonds payable 248,227,845 157,415,904 405,643,749
Lease liability 208,407 190,193 398,600
Total other postemployment benefit
(OPEB) liability 28,132,704 2,244,031 30,376,735
Net pension liability 83,393,472 6,761,637 90,155,109
Accrued compensated absences 12,011,063 796,477 12,807,540
Estimated claims payable 1,844,937 - 1,844,937
Total Liabilities 442,201,940 191,218,859 633,420,799
DEFERRED INFLOWS OF RESOURCES:
Difference in expected and actual pension experience 1,530,491 124,094 1,654,585
Difference in projected and actual earnings on pension assets 30,605,287 2,481,510 33,086,797
Change in proportional share - pension 6,730 867 7,597
Difference in assumptions - OPEB 5,505,818 446,417 5,952,235
Leases 1,345,224 - 1,345,224
Total Deferred Inflows of Resources 38,993,550 3,052,888 42,046,438
NET POSITION:
Net investment in capital assets 177,921,974 168,729,099 346,651,073
Restricted for:
Capital projects 12,998,233 - 12,998,233
Local finance projects 18,245,724 - 18,245,724
Housing and community services 2,792,489 - 2,792,489
Other grants and special revenue 6,226,823 - 6,226,823
Debt service 1,475,224 12,198,566 13,673,790
Unrestricted (91,610,571) 60,932,358 (30,678,213)
Total Net Position $ 128,049,896 $ 241,860,023 $ 369,909,919

See Notes to