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Overview
• S&P Global Ratings assigned its 'AA' long-term rating to Killeen, Texas' anticipated $4.5 million 

series 2025 limited-tax notes.

• The outlook is stable.

Rationale

Security
The notes constitute direct obligations of the city, payable from a direct and continuing ad 
valorem tax levied within the limitations prescribed by law on all taxable property within its 
jurisdiction. Texas statutes limit the ad valorem tax rate for home rule cities to $2.50 per $100 of 
taxable assessed valuation for all city purposes. The Texas attorney general permits the 
allocation of $1.50 of the $2.50 maximum tax rate for ad valorem tax debt service. Despite state 
statutory tax-rate limitations, we do not differentiate between the city's limited-tax debt and its 
general creditworthiness because the ad valorem tax is not derived from a measurably narrower 
tax base and there are no limitations on the fungibility of resources available for debt service, 
which supports our view of the city's overall ability and willingness to pay debt service. The notes 
are further secured by a limited pledge of the city's water and sewer system net revenues, not to 
exceed $1,000. Given the limited nature of the additional pledged revenues, we base our ratings 
on these obligations on the city's ad valorem tax pledge.

Note proceeds will finance the replacement of public safety equipment.

Credit highlights
The rating reflects our view of Killeen's growing local economy that benefits from the stabilizing 
influence of Fort Cavazos (formerly known as Fort Hood) and northward expansion of the Austin 
metropolitan statistical area. In addition, the city's exceptionally strong financial position and 
comprehensive financial policies and practices support the rating. Credit limitations, in our view, 
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include the city's sizable debt burden with additional issuance plans. We expect that current 
costs for debt service are likely to remain elevated for the foreseeable future, given plans to issue 
up to $30 million in additional certificates of obligation in the next five years.

Killeen has experienced substantial population and tax base growth in the last decade, mainly 
due to its favorable location, approximately 70 miles north of downtown Austin. In addition, it 
benefits from the influence of nearby Fort Cavazos, which is the city's largest employer, with 
more than 36,000 active-duty military personnel, 10,000 civilian and contracted employees, and 
48,000 family members. We view the presence of this major military installation as a stabilizing 
economic influence that also contributes to understated income and wealth metrics. Robust 
growth in taxable value as well as conservative and forward-looking financial management have 
helped the city maintain consistently positive budgetary performance, providing flexibility to 
make annual transfers to capital improvement funds, and maintain reserves, in line with the 
formal policy of 18%-22% of expenditures.

The rating further reflects our view of the Killeen's:

• Broad and diverse taxpayer base, supported by Fort Cavazos and the Interstate 35/14 corridor 
between Waco and Austin, driving robust economic development;

• Consistently positive financial performance supporting maintenance of healthy reserves in line 
with the formal policy level, and flexibility to cash-fund capital projects--The city expects to 
make transfers to the capital projects fund in fiscal years 2024 and 2025 to bring fund balance 
closer to the formal policy level;

• Comprehensive financial policies and practices, including conservative revenue and 
expenditure assumptions, based on historical data, long-term financial projections, and a 
rolling capital improvement plan. The city maintains formal policies for reserves and 
investments, as well as a robust debt management policy that contains both qualitative and 
quantitative restrictions governing debt issuance; and

• Substantial direct debt burden, with additional near-term debt issuance plans, although 
favorable debt to market value metrics, indicating the tax base's ability to support this level of 
debt.

• For more information on our institutional framework assessment for Texas Municipalities, see 
"Institutional Framework Assessment: Texas Local Governments," Sept. 9, 2024.

Environmental, social, and governance 
We view Killeen's environmental, social, and governance factors as neutral in our credit analysis. 
We note that the city experienced a cyber breach in August 2024. However, we understand that 
the city's framework of cybersecurity protocols and rapid response measures prevented any 
financial or data loss, and enabled officials to identify the source of the breach, restore services, 
and strengthen security networks. The city continues to evaluate its systems to mitigate evolving 
threats.

Outlook
The stable outlook reflects our expectation that continued growth and conservative financial 
policies and practices will contribute to maintenance of positive budgetary performance and a 
robust reserve and liquidity position. We also expect that the city's debt burden will increase 
during the outlook horizon due to substantial capital needs and additional debt issuance plans, 
and this will remain a credit limitation.
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Downside scenario
We could lower the rating if additional debt issuance outpaces tax base growth, resulting in 
budgetary pressure and deterioration in reserves to levels we no longer view as comparable with 
those of similarly rated peers.

Upside scenario
We could raise the rating if continued tax base expansion results in improvement in per capita 
income and economic output metrics, along with moderation of debt metrics, to levels we view as 
comparable with those of higher-rated peers.

Ratings List

New Issue Ratings

US$4.5 mil ltd tax nts ser 2025 dtd 12/11/2025 due 08/01/2032

Long Term Rating AA/Stable

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in 
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at 
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is 
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/504352. Complete ratings 
information is available to RatingsDirect subscribers at www.capitaliq.com. All ratings referenced herein can be found on S&P Global Ratings' public website at 
www.spglobal.com/ratings.
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