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City of Killeen 

OFFICE OF THE CITY MANAGER 
 
 
 
 
July 19, 2016 
 
 
The Honorable Jose Segarra and Members of the City Council: 
 
I am pleased to submit to you the proposed Annual Budget and Plan of Municipal Services for 
Fiscal Year 2017 which begins October 1, 2016, and ends September 30, 2017. 
 
Prior to budget development, the following considerations were identified and presented to City 
Council: 

 
 Review all funds and programs and identify efficiencies and opportunities 
 Fund the equipment needs that accompany safety grants 
 Enhance street maintenance program  
 Enhance and utilize Fleet Replacement Program  
 Assess economic and military trends (Force Reduction Study and Joint Land Use Study) 
 Prepare to respond to VISION 2030 2.0. 

 
In developing the budget, staff used several “fence posts” to guide the way. These included 
maintaining fiscal soundness while focusing on the mission and service levels; aligning programs 
and services with our strategic and master plans; focusing on people; and emphasizing financial 
growth. 
 
Our community’s growth has been steady, and the ever-increasing demands in all service areas, 
especially in the General Fund, which includes Public Safety and Street Maintenance, continue 
to be a challenge.  We will need to pay close attention to the national landscape as decisions 
made in Washington, D.C. will undoubtedly have a significant impact on Fort Hood, this 
community, and Central Texas as a whole. Accordingly, the proposed budget has been developed 
projecting conservative estimates for ad valorem and sales tax revenues. 
 
The FY 2017 budget includes completing a limited number of capital improvement projects.  
The US 190/Rosewood project is substantially complete; its extension is a near-future 
consideration.  The renovation of the Killeen Community Center has been completed recently; 
Fire Station #9 is scheduled to come on line in January, 2017; and general park improvements 
are nearing completion as are significant improvements to roadways.  Projects that energize 
TIRZ possibilities are also in our near future. 
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Through the collective efforts of all departments, the Annual Budget and Plan of Municipal 
Services for Fiscal Year 2017 is hereby submitted for your review.  It is this budget that enables 
and describes our path forward as the city that is invested in becoming its best self.  Together. 
 
 
Budget highlights include: 
 
 

1. The proposed budget provides funding to maintain existing levels of service to our citizens 
and to make scheduled debt payments.  
 

2. Employee health coverage continues to be a priority. In FY 17, two plans were modified 
slightly; one plan, having a high deductible HSA approach, was added.  All three plans include 
an employee engagement fee that reflects participation in health assessment activities.  The 
City’s opt out program is funded at $500, annually, with an option to match additional City funds 
up to $2,550.  The increase in cost for FY 17 is 9.3% (reduced to 6.7% by employee engagement 
fees). 

 
3. There are no new full-time positions included in the budget.  

 
4. Initiatives that are designed to provide increased service levels while producing financial 

efficiencies are included in this budget as follows: 
 

· Electronic timekeeping (FY 17 debut) 
· Fiber project (FY 17 substantial completion) 
· Fleet replacement fund (FY 16 debut) 

 
A sustainable fleet replacement fund was utilized to purchase vehicles in 2016; the revised list of 
vehicles needing to be replaced defines 2017 and 2018 and equips police and fire safety officers.  
Using this approach provides significantly reduced maintenance and fuel costs while delivering 
better and safer service. 
 

5. Library accreditation has been successfully earned.  We must closely monitor its 
“maintenance of effort” in order to protect its really practical, newly-earned status. The current 
MOE is $1,476,120. 
 

6. The Greater Killeen Chamber of Commerce and the Killeen Economic Development 
Corporation continue to provide significant support for economic development as we strive to 
ensure that Killeen is the community that people choose to live, work, and play.  The FY 16 level 
of funding is incorporated in the FY 17 budget. 

 
7. City Council received a street condition assessment briefing during FY 2014 and reviewed it 

in FY 2016.  The assessment identifies a need to allocate increased funding to ensure street 
conditions are maintained and improved.  As proposed, the FY 2017 budget keeps street 
maintenance funding at its previous level of $700,000, considered to be inadequate by that 
assessment. 
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8. In order to respond to the City’s financial health, staff has decreased the proposed 

expenditures by more than $3.0 million.   
 
In order to contribute to the City’s financial health, a number of revenue options are under 
consideration by the Council.  Among them are increased fees in enterprise funds (water and 
sewer, drainage, and solid waste) as identified through rate model studies, a transportation utility 
fund, and impact fees. 

 
 
The following is a brief summary of the FY 2017 Budget by major operating fund. 
 
 

GENERAL FUND 
 
The FY 2016 General Fund expenditure budget is $84,993,294 with revenues estimated at $77,805,037. 
The expenditure budget represents a 9.79% increase from the FY 2016 adopted expenditure budget of 
$77,410,968.   
 
Revenues for the General Fund are budgeted at $77,805,037, an increase of 0.81% from the FY 2016 
budgeted revenues of $77,180,158.   
 
The budgeted ending fund balance for FY 2017 is $10,819,993, a 39.9% decrease from the FY 2016 
projected ending fund balance of $18,008,250.   
 
The budget has been developed using an ad valorem tax rate of $0.7498 per $100 of taxable assessed 
valuation. This tax rate includes provisions to maintain the debt service portion of the tax rate to meet 
existing obligations for the City’s Capital Improvement Program. 
 
Economic conditions are evaluated during the development of the General Fund Budget, and expectations 
for major revenue sources such as property tax and sales tax are influenced by that analysis. The Tax 
Appraisal District of Bell County indicates a preliminary net taxable assessed valuation of 
$5,364,743,611. This valuation represents an increase of 3.66% from the prior year’s certified taxable 
valuation of $5,175,292,421. Sales and Occupancy Tax revenues are budgeted for FY 2017 at 
$22,105,700, a projected 2% increase from the FY 2016 Sales and Occupancy Tax revenue. 
 

 
WATER AND SEWER OPERATING FUND 

 
The budget for the Water and Sewer Operating Fund expenses is $42,460,988. This expense budget 
reflects a 0.9% increase from the FY 2016 expense budget of $42,065,127.  
 
Revenues for the Water and Sewer Fund are budgeted at $39,508,750, an increase of 1.3% over the FY 
2016 budgeted revenues of $39,003,481.  
 

 
SOLID WASTE FUND 
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The budget for Solid Waste Operating Fund expenditures is $20,116,717. The budget reflects an increase 
of 13.01% from the FY 2016 expense budget of $17,800,670.   
 
Revenues for the Solid Waste Fund are budgeted at $17,826,421, an increase of 6.64% from the FY 2016 
budgeted revenues of $16,716,491.  
 

 
DRAINAGE UTILITY FUND 

 
The budget for the Drainage Utility Fund expenditures is $4,029,032. The budget reflects a decrease of 
6.87% from the FY 2016 Budget of $4,326,246.   
 
Revenues for the Drainage Utility Fund are budgeted at $4,072,452, an increase of 4.26% from the FY 2016 
budgeted revenues of $3,905,900. 
 

AVIATION FUNDS 
 
The Aviation Budget incorporates operations for Skylark Field and Killeen-Fort Hood Regional Airport 
(KFHRA). Skylark Field operates as a general aviation airport for private and corporate travelers with tie 
down and T-hangar space and fuel sales.  Killeen-Fort Hood Regional Airport offers commercial service 
via American Airlines to Dallas-Fort Worth, United Air Lines to Houston and Delta Air Lines to Atlanta. 
It also offers corporate services for business aviation. 
 
The operating expense budget for the Aviation Funds is $3,684,299, a decrease of 2.1% from the FY 2016 
budgeted expenses of $3,763,611.  
  
Operating revenues for the Aviation Funds are budgeted at $3,643,449, an increase of 20.8% from the FY 
2016 budgeted revenues of $3,015,468. 
 
 
Capital Improvement Program 

 
In FY 2014, City Council approved a $20 million Capital Improvements Program. Ongoing programs 
include the Trimmier Road/Lowe’s Boulevard Project, constructing and equipping Fire Station #9, and 
general park improvement projects.   
 
The projects will continue to move forward in FY 2017. 
 
 
Special Revenue Funds 
 
Hotel occupancy tax receipts are budgeted at $1,687,000, a decrease of 6.3% from the current year budget 
of $1,800,000.   
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City Of Killeen Maintains Excellent Financial Integrity 
 
The City of Killeen continues to maintain strong fund balance reserves.  
 
Standard & Poor's and Fitch Ratings Services affirmed their 'AA' ratings to Killeen’s series 2014 general 
obligation refunding and improvement bonds and series 2014 combination tax and revenue certificates of 
obligation. At the same time, both agencies affirmed this 'AA' underlying rating on the city's existing tax-
backed debt. The outlook on all ratings is stable. Given the economic environment, these are good 
indicators that the City is providing due diligence to maintain that position.  
 
Acknowledgements 
 
The Budget and Plan of Municipal Services for FY 2017, which begins October 1, 2016, and ends 
September 30, 2017, continues the City commitment to service delivery and sound financial management. 
Input was received from the Mayor and City Council as well as City staff and the citizens of Killeen prior 
to and during budget development of the budget.   
 
On behalf of the staff, I would like to thank the Mayor and City Council for the time and effort invested 
prior to adoption of the budget. I would also like to give special thanks and appreciation to all employees 
who assisted in developing this budget. I look forward to the opportunities ahead and the successful 
implementation of the Budget and Plan of Municipal Services for FY 2017. 
 
Respectfully submitted, 
 
 
Lillian Ann Farris 
Interim City Manager 
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