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Moody’s Revises Weslaco’s Rating;
City Issues Debt at 2.75% & Saves over $400,000

Weslaco, TX -- Moody’s downgraded the City’s bond rating from A2 to A3. However, Moody’s
believes the City is headed in the right financial direction. A report released today states,
“Moody’s believes that management of the City is taking the necessary steps to improve the
City’s financial position” and cites as a credit strength “new management team is proactive and
strategic...” While the downgrade is mostly a result of significant decreases in fund balance
levels beginning in the 2003 fiscal year, the Moody’s report acknowledges “a new management
team that has been proactively returning operations to a balanced structure.”

“After what we believed was a successful meeting with S&P, we are disappointed by Moody’s
revised rating,” said Mayor Miguel D. Wise. “Moody’s is looking at past performance from
2003 as an indicator of our future, but we believe more emphasis should have been placed on
2010-11 when we aggressively made necessary changes. We actually will end this year with a
positive General Fund balance of approximately $650,000.” This milestone meets a multi-year
plan to attain a General Fund balance adopted by the City Commission in 2007. In fact, in
identifying factors that would increase the City’s rating, Moody’s emphasizes improving
financial reserves.

Separately, the City of Weslaco issued $8.5 million in Notes at a 2.75% interest rate thereby
taking advantage of historically low interest rates. The Notes will be used to fund projects for
the City’s water system. The City intends to issue an additional $25.0 million in January 2012,
but by accelerating a portion of the project funding with the issuance of the Notes into December
2011, the City saved over $400,000. This timing allowed the Notes to be considered Bank
Quialified (BQ) resulting in a lower interest rate than projected. The Notes were privately placed
with Frost Bank which resulted in additional savings because of lower costs of issuance. This
funding strategy was developed quickly in response to the market conditions. The City
Commission and staff carefully analyzed and implemented the plan as part of their diligent
efforts to find ways to save money for the citizens of Weslaco.
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