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OUTLINE
•State vs. state/local spending and revenue
•How state revenue is doing
•2025 supplemental (HB 500) and General 
Appropriations Act (SB 1)

•Next steps for 2026-27 budget and state policy
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TEXAS IS A TWO-TAX STATE: SALES & PROPERTY 

Sources:  Comptroller of Public Accounts, 2024 Property Tax Year Levies and Fiscal 2025 State Revenue Forecast



LOWER-INCOME HOUSEHOLDS IN TEXAS PAY A HIGHER 
SHARE OF INCOME IN MAJOR STATE/LOCAL TAXES

Source:  Comptroller of Public Accounts, Tax Exemptions and Tax Incidence, January 2025
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“Room” Left Under State Spending Caps by 
HB 500 supplemental & SB 1

Of $195 billion in expected General Revenue, $13.3 billion paid for HB 500 supplemental; 
$149.2 billion was spent as GR in SB 1, $28 billion was transfers to Other funds (Property Tax 

Relief, Dementia, Energy, ESA’s); and $600 million was tax cuts/GR-D balance reductions



SOURCES OF 2024 STATE GENERAL REVENUE
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SALES TAX: FALL 2023 REVENUE FORECAST CALLED FOR 2.8% 
GROWTH COMPARED TO 2024, THEN 3.1% IN 2025
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Percent change in State Sales Tax collections (three-month average), compared to prior fiscal year period 
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SB 1, ALL FUNDS, 2026-27: $338 B
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…MINUS FEDERAL FUNDS: 2026-27: $237 B
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2026-27 STATE BUDGET HIGHLIGHTS

ONGOING COMMITMENTS 

• Pay raises for public school teachers and support staff; special 
education and school safety funding increases; new property tax cuts

• Increase in wages/benefits for community care attendants; funding to 
operate mental health facilities; Youth Crisis outreach teams

• More DPS troopers; pay raises for TDCJ prison and parole staff; more 
state aid for rural county law enforcement

14



2-year increase: almost $8.4 billion, with 
$930 million decrease in recapture 
= $7.5 B net new aid to ISDs and charters

$6.6 billion increase to TDCJ (and its 
indirect payroll/fringe costs) to make 
up for federal COVID supplantation in 
2024-25 budget

2024-25 had $5 B one-time funding for 
retired teacher COLA / pension increase
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Texas Energy Fund (grants & loans)

Texas University Fund (non-UT / TAMU)

Dementia Research Institute

Water Infrastructure & Supply projects;  
also $881 million from the Water Fund
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Plus: $850 million for TSTC capital needs endowment; $350 million for Texas Advanced 
Nuclear Development; $300 million for Space Exploration and Aeronautics Research; 
$250 million for Semiconductor Innovation

(More) GENERAL REVENUE FOR 
GENERATIONAL INVESTMENTS
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Local School Taxes Plus Federal & State Aid per 
Enrolled Student in Public Schools, adjusted to 2024 $
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HOW THE STATE BUDGET SUPPORTS HIGHER ED
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MEDICAID/CHIP CASELOADS TRENDS
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NEXT STEPS

• After Governor’s line-item vetoes, HB 500 takes effect immediately (June 22), 
SB 1 takes effect September 1, 2025 – the first day of state fiscal 2026 

• Of 17 constitutional amendments for Nov. 4 election, 6 are part of the 2026-27 
budget deal (school property tax cuts, business tax cut; DPRIT, Water Fund)

• State aid for new school property tax cuts is an ongoing commitment of state 
revenue: estimated at $51 billion in 2026-2027. Eliminating M&O school tax 
would cost at least $29 B a year; all property taxes, more than $85 B a year.

• A truly universal $10,000 voucher (“ESA”) would cost $10 B a year, not including 
administrative costs (up to 8% in SB 2).

• Special session starts July 21; interim committee charges; Sunset reviews
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PROPERTY TAX BILL: HOMEOWNER AGE 65+
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3 BR / 2 BA, 1,900 sq ft, bought in Aug. 2003 for $207,000, 2025 appraisal is $692,000.  Turned 65 in 2017, 
so AISD taxes were frozen at $4,452; dropped to $2,231 in 2023; 2025 proposals may cut again to $1,500.  
Total tax bill should be about $5,400, compared to $8,000 paid in 2016 ($10,500 in today’s dollars)



TEXAS LONG-TERM STATE REVENUE TRENDS

Sources:  Comptroller of Public Accounts, Cash Reports; Legislative Budget Board (federal funds spent)









More Resources

• House Research Organization: Writing the State Budget (Sept. 2023)

• Senate Research Center: Budget 101: A Guide to the Budget Process 
in Texas (Jan. 2023)

• Legislative Reference Library: Texas State Budget webpage

• Texas Comptroller of Public Accounts: Taxes of Texas: A Field Guide

https://hro.house.texas.gov/pdf/focus/writing88.pdf
https://senate.texas.gov/_assets/srcpub/88th_Budget_101.pdf
https://senate.texas.gov/_assets/srcpub/88th_Budget_101.pdf
https://lrl.texas.gov/legis/budget.cfm
https://comptroller.texas.gov/transparency/revenue/docs/96-1774.pdf


THANK YOU
Eva DeLuna Castro

eedlctx@gmail.com
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