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Francisco Castellanos, Interim City Manager

May 26, 2009

To the Honorable Mayor, Members of the City Commission, and Citizens of the City of
Weslaco:

The City Manager’s Office and the Finance Department are pleased to submit the
Comprehensive Annual Financial Report for the City of Weslaco, Texas for the fiscal year
ended September 30, 2008.

This report is published to provide the City Commission, City staff, our citizens, our
bondholders and other interested parties with detailed information concerning the financial
condition and activities of the City government. Responsibility for both the accuracy of the
presented data and the completeness and fairness of the presentation, including all disclosures,
rests with the City.

To provide a reasonable basis for making these representations, management has established a
comprehensive internal control framework that is designed both to protect the government's
assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City’s financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the City of Weslaco’s comprehensive
framework of internal controls has been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The City of Weslaco’s financial statements have been audited by Luis Castilleja, C.P.A. and
Raul Hernandez & Company, P.C., firms, licensed certified public accountants. The goal of
the independent audit was to provide reasonable assurance that the financial statements of the
City of Weslaco for the fiscal year ended September 30, 2008, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles
used and significant estimates made by management; and evaluating the overall financial
statement presentation. The independent auditor concluded, based upon the audit, that there
was a reasonable basis for rendering a qualified opinion regarding the inadequate accounting
records for general fixed assets and related depreciation and except for this omission, that the
City’s financial statements for the fiscal year ended September 30, 2008, are fairly presented
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in conformity with GAAP. The independent auditor's report is presented as the first
component of the financial section of this report.

The independent audit of the financial statements of the City of Weslaco was part of a
broader, federally mandated "Single Audit" designed to meet the special needs of federal
grantor agencies. The standards governing Single Audit engagements require the independent
auditor to report not only on the fair presentation of the financial statements, but also on the
audited government's internal controls and compliance with legal requirements, with special
emphasis on internal controls and legal requirements involving the administration of federal
awards.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management's Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement MD&A and should
be read in conjunction with it. The City of Weslaco’s MD&A can be found immediately
following the report of the independent auditors.

Profile of the Government

The City of Weslaco, Texas, incorporated in 1919, is located in the southern tip of Texas in
the heart of the Rio Grande Valley, which is considered to be one of the top growth areas in
the state, and one of the top growth areas in the country. The City of Weslaco currently
occupies a land area of 14.12 square miles and serves a population of 31,442. The City of
Weslaco is empowered to levy a property tax on both real and personal properties located
within its boundaries. It also is empowered by state statute to extend its corporate limits by
annexation, which occurs periodically when deemed appropriate by the City Commission.

The City of Weslaco has operated under the council-manager form of government since 1919.
Policy-making and legislative authority is vested in a City Commission consisting of the
Mayor and six Commissioners. The City Commission is responsible, among other things, for
passing ordinances, adopting the budget, appointing committees, and hiring both the City
Manager and City Attorney. The City Manager is responsible for carrying out the policies and
ordinances of the City Commission, for overseeing the day-to-day operations of the City, and
for appointing the heads of the various departments. The Commission is elected on a non-
partisan basis. The Mayor and Commissioners serve three-year staggered terms, with two
commissioners elected every year except for every third year when the Mayor is elected.

The City of Weslaco provides a full range of services, including police and fire protection; the
construction and maintenance of highways, streets, and other infrastructure; and recreational
activities and cultural events. Water, sewer, and sanitation service is also provided by the City
of Weslaco. The City of Weslaco also is financially accountable for a legally separate
economic development corporation, which is reported separately within the City of Weslaco’s
financial statements. Additional information on this legally separate entity can be found in
Note O in the notes to the financial statements.

“The City on the Grow”



