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UNDERSTANDING THE FISCAL FRAMEWORK OF TEXAS IS ESSENTIAL FOR GRASPING HOW THE STATE FUNDS ITS OPERATIONS,
SERVICES, AND INFRASTRUCTURE. THE STATE’S BUDGET IS A COMPLEX, MULTI-FACETED DOCUMENT THAT REFLECTS THE
ECONOMIC PRIORITIES, POLICY DECISIONS, AND REVENUE STREAMS OF TEXAS. |T IS DIVIDED INTO FIVE MAIN PARTS, EACH SERVING
A DISTINCT PURPOSE AND DERIVING FROM VARIOUS REVENUE SOURCES. THIS ARTICLE EXPLORES THESE FIVE PARTS IN DETAIL,
PROVIDING INSIGHTS INTO HOW TEXAS MANAGES ITS FINANCES TO SUPPORT ITS GOVERNMENT FUNCTIONS AND PUBLIC NEEDS.

THEe FIvVE PARTS oF TEXAS S STATE BUDGET

THE TEXAS STATE BUDGET IS CAREFULLY STRUCTURED TO ALLOCATE RESOURCES EFFICIENTLY ACROSS DIFFERENT SECTORS.
THESE FIVE PARTS INCLUDE THE GENERAL REVENUE FUND, THE HEALTH AND HUMAN SERVICES BUDGET, THE EDUCATION BUDGET,
THE TRANSPORTATION BUDGET, AND THE OTHER STATE FUNDS. EACH PART ENCOMPASSES SPECIFIC PROGRAMS AND SERVICES
FUNDED THROUGH DESIGNATED REVENUE SOURCES, ENSURING TRANSPARENCY AND ACCOUNTABILITY IN STATE SPENDING.

1. GenerAL Revenue Funo (GRF)

THE GENERAL REVENUE FUND IS THE CORNERSTONE OF TEXAS’S BUDGET, ACTING AS THE PRIMARY SOURCE OF FUNDING FOR
MOST STATE GOVERNMENT OPERATIONS. |T INCLUDES REVENUES FROM TAXES, FEES, AND OTHER SOURCES THAT ARE NOT
DESIGNATED FOR SPECIFIC PURPOSES.

SoURCES ofF REVENUE FOR THE GRF

o SALES AND USE TAXES: THE LARGEST REVENUE SOURCE, CONSTITUTING APPROXIMATELY 60-659%, oF THE GRF,
COLLECTED FROM RETAIL SALES AND CERTAIN USE TAXES.

® MoTor VEHICLE TAXES AND FEES: REVENUE FROM VEHICLE SALES, REGISTRATION FEES, AND RELATED TAXES.

® BUSINESS AND FRANCHISE T AXES: LEVIED ON BUSINESSES OPERATING WITHIN TEXAS, CONTRIBUTING TO THE STATE’S
INCOME.

e ALcoHoL AND ToBACCO TAXES: EXCISE TAXES ON ALCOHOL AND TOBACCO PRODUCTS.

o OTHER SOURCES: INCLUDING OIL AND NATURAL GAS SEVERANCE TAXES, LOTTERY PROCEEDS, AND MISCELLANEOUS FEES.

Purposte oF THE GRF

THE GRF FUNDS A BROAD ARRAY OF GOVERNMENT FUNCTIONS, SUCH AS PUBLIC SAFETY, GENERAL ADMINISTRATION, COURTS,
AND STATE AGENCIES THAT DO NOT HAVE DEDICATED REVENUE STREAMS. |T PROVIDES FLEXIBILITY FOR LAWMAKERS TO
ALLOCATE RESOURCES BASED ON CURRENT NEEDS AND PRIORITIES.



2. HEALTH AND HUMAN SERVICES BUDGET

THIS PART OF TEXAS’S BUDGET IS DEDICATED TO PROGRAMS THAT SUPPORT HEALTH CARE, SOCIAL SERVICES, AND WELFARE
INITIATIVES. |T IS VITAL FOR MAINTAINING THE WELL-BEING OF VULNERABLE POPULATIONS.

FUNDING SOURCES

o FEDERAL GRANTS: A SIGNIFICANT PORTION OF FUNDING COMES FROM THE FEDERAL GOVERNMENT, SUPPORTING MEDICAID,
CHIP, AND OTHER SOCIAL PROGRAMS.

® STATE REVENUE: INCLUDES GENERAL REVENUE ALLOCATIONS AND DEDICATED FUNDS FROM TAXES AND FEES.

o MepicaID AND CHIP FUNDING: A COMBINATION OF FEDERAL AND STATE CONTRIBUTIONS TO PROVIDE HEALTH COVERAGE
FOR LOW-INCOME INDIVIDUALS AND FAMILIES.

Key PROGRAMS AND EXPENDITURES

MEDICAID: THE LARGEST COMPONENT, COVERING HEALTHCARE SERVICES FOR ELIGIBLE LOW-INCOME INDIVIDUALS.

o CHILDREN’S HEALTH INSURANCE PROGRAM (CHIP): PROVIDING HEALTH COVERAGE FOR CHILDREN IN LOW-INCOME
FAMILIES.

\WELFARE AND SOCIAL SERVICES: INCLUDING ASSISTANCE PROGRAMS FOR SENIORS, PERSONS WITH DISABILITIES, AND
FAMILIES IN NEED.

PusLIC HEALTH INITIATIVES: FUNDING FOR DISEASE PREVENTION, HEALTH EDUCATION, AND EMERGENCY PREPAREDNESS.

3. EbucATION BUDGET

EDUCATION IS A SIGNIFICANT PRIORITY FOR TEXAS, AND ITS BUDGET REFLECTS SUBSTANTIAL INVESTMENTS IN K- 12 AND HIGHER
EDUCATION SECTORS.

ReVENUE SOURCES

STATE PROPERTY TAXES: COLLECTED BY LOCAL SCHOOL DISTRICTS, A PRIMARY FUNDING SOURCE FOR PUBLIC
SCHOOLS.

STATE GENERAL REVENUE: ALLOCATED FROM THE GRF TO SUPPORT EDUCATION INITIATIVES.

FeDERAL FUNDING: GRANTS AND AID TO SUPPLEMENT STATE AND LOCAL RESOURCES.

OTHER REVENUE: INCLUDING TUITION, FEES, AND GRANTS FROM PRIVATE SOURCES OR FOUNDATIONS.



MAJOR AREAS OF SPENDING

PusLic ScHooL FUNDING: COVERING TEACHER SALARIES, FACILITIES, TRANSPORTATION, AND INSTRUCTIONAL
MATERIALS.

HIGHER EDUCATION: FUNDING FOR UNIVERSITIES, COMMUNITY COLLEGES, AND TECHNICAL INSTITUTES.

EARLY CHILDHOOD EDUCATION: PROGRAMS AIMED AT PRESCHOOL DEVELOPMENT AND LITERACY INITIATIVES.

SPECIAL EDUCATION AND SUPPORT SERVICES: ENSURING ADEQUATE RESOURCES FOR STUDENTS WITH DISABILITIES AND
OTHER SPECIAL NEEDS.

4. TRANSPORTATION BUDGET

TRANSPORTATION INFRASTRUCTURE IS CRUCIAL FOR ECONOMIC DEVELOPMENT AND QUALITY OF LIFE IN TEXAS. THIS PART OF
THE BUDGET FUNDS ROADS, BRIDGES, PUBLIC TRANSIT, AND OTHER TRANSPORTATION PROJECTS.

REVENUE SOURCES

MoToRr FUEL TAXES: TAXES ON GASOLINE AND DIESEL FUEL USED WITHIN THE STATE.

VEHICLE REGISTRATION FEES: COLLECTED ANNUALLY FROM VEHICLE OWNERS.

FEDERAL TRANSPORTATION GRANTS: AIDS FROM THE FEDERAL GOVERNMENT FOR SPECIFIC PROJECTS.

BoND PROCEEDS: ISSUANCE OF BONDS TO FINANCE LARGE-SCALE INFRASTRUCTURE PROJECTS.

Key EXPENDITURES

RoAD AND BRIDGE CONSTRUCTION AND MAINTENANCE: ENSURING SAFE AND EFFICIENT TRANSPORTATION NETWORKS.

PugLIC TRANSIT SYSTEMS: FUNDING FOR BUSES, LIGHT RAIL, AND OTHER MASS TRANSIT OPTIONS, ESPECIALLY IN URBAN
AREAS.

SAFETY AND EMERGENCY RESPONSE: SUPPORT FOR TRANSPORTATION SAFETY INITIATIVES AND DISASTER RESPONSE
INFRASTRUCTURE.

PLANNING AND DEVELOPMENT: INVESTMENT IN FUTURE TRANSPORTATION INFRASTRUCTURE PROJECTS.

5. OTHER STATE FUNDS

BEYOND THE PRIMARY BUDGET PARTS, TEXAS MAINTAINS A VARIETY OF SPECIALIZED FUNDS DEDICATED TO SPECIFIC PURPOSES,
SUCH AS ENVIRONMENTAL PROTECTION, ECONOMIC DEVELOPMENT, AND PUBLIC SAFETY.



ExAMPLES oF OTHER FUNDS

¢ ENVIRONMENTAL AND NATURAL RESOURCES FUNDS: SUPPORTING CONSERVATION, WATER MANAGEMENT, AND POLLUTION
CONTROL.

EconoMic DEVELOPMENT FUNDS: PROMOTING BUSINESS GROWTH, INNOVATION, AND JOB CREATION.

PuBLIC SAFETY AND EMERGENCY FUNDS: FUNDING LAW ENFORCEMENT, FIREFIGHTING, AND DISASTER RESPONSE AGENCIES.

HIGHER EDUCATION AND RESEARCH FUNDS: SUPPORTING RESEARCH INITIATIVES AND UNIVERSITY ENDOWMENTS.

REVENUE SOURCES AND MANAGEMENT

THESE FUNDS OFTEN DERIVE FROM TARGETED TAXES, FEES, OR FEDERAL GRANTS. THEY ARE MANAGED SEPARATELY TO ENSURE
DEDICATED USE, PROVIDING TRANSPARENCY AND ACCOUNTABILITY FOR SPECIFIC PROJECTS AND PROGRAMS.

CoNcLusIoN; THE INTERPLAY OF REVENUE SOURCES AND PURPOSES

THE TEXAS STATE BUDGET’S FIVE-PART STRUCTURE ENSURES THAT THE STATE’S FINANCIAL RESOURCES ARE ALLOCATED
EFFICIENTLY ACROSS DIVERSE SECTORS. EACH PART IS FUNDED THROUGH A COMBINATION OF REVENUE SOURCES TAILORED TO
ITS PURPOSE, WHETHER THROUGH TAXES, FEDERAL AID, OR DEDICATED FEES. THIS STRUCTURE ALLOWS TEXAS TO ADDRESS ITS
UNIQUE NEEDS, SUPPORT ECONOMIC GROWTH, AND PROVIDE ESSENTIAL SERVICES TO ITS RESIDENTS.

UNDERSTANDING THE BREAKDOWN OF TEXAS’S BUDGET HELPS CITIZENS, POLICYMAKERS, AND STAKEHOLDERS APPRECIATE HOW
PUBLIC FUNDS ARE MANAGED AND PRIORITIZED. AS THE STATE CONTINUES TO GROW AND FACE NEW CHALLENGES, THE
FLEXIBILITY AND TRANSPARENCY OF THIS FIVE-PART SYSTEM WILL REMAIN VITAL FOR TEXAS’S FISCAL HEALTH AND
SUSTAINABLE DEVELOPMENT.

FREQUENTLY ASkeD QUESTIONS

\WHAT ARE THE FIVE PARTS THAT MAKE UP THE BUDGET OF THE STATE OF TEXAS?

THE BUDGET OF THE STATE OF TEXAS IS DIVIDED INTO FIVE PARTS, EACH REPRESENTING DIFFERENT REVENUE SOURCES AND
PURPOSES, INCLUDING GENERAL REVENUE, FEDERAL FUNDS, DEDICATED FUNDS, TRUST FUNDS, AND REVOLVING FUNDS.

How DOES THE GENERAL REVENUE PART OF TEXAS'S BUDGET DIFFER FROM DEDICATED
FUNDS?

THE GENERAL REVENUE PART OF TEXAS'S BUDGET INCLUDES FUNDS FROM TAXES AND OTHER SOURCES AVAILABLE FOR GENERAL
GOVERNMENT OPERATIONS, WHEREAS DEDICATED FUNDS ARE ALLOCATED FOR SPECIFIC PURPOSES LIKE EDUCATION OR
TRANSPORTATION, OFTEN FROM SPECIFIC REVENUE SOURCES.

\NWHY IS IT IMPORTANT FOR THE TEXAS BUDGET TO HAVE MULTIPLE PARTS
REPRESENTING DIFFERENT REVENUE SOURCES?

HAVING MULTIPLE PARTS ALLOWS FOR BETTER TRANSPARENCY, ACCOUNTABILITY, AND TARGETED ALLOCATION OF FUNDS TO
VARIOUS PROGRAMS AND SERVICES, ENSURING THAT SPECIFIC NEEDS ARE MET WITH DEDICATED REVENUE STREAMS.



How DOES FEDERAL FUNDING CONTRIBUTE TO TEXAS'S OVERALL BUDGET?

FEDERAL FUNDING IS A SIGNIFICANT REVENUE SOURCE FOR TEXAS AND IS INCLUDED AS ONE OF THE FIVE PARTS OF THE BUDGET,
SUPPORTING PROGRAMS LIKE HEALTHCARE, EDUCATION, AND INFRASTRUCTURE PROJECTS ACROSS THE STATE.

\WHAT ROLE DO TRUST AND REVOLVING FUNDS PLAY IN THE TEXAS BUDGET?

TRUST FUNDS AND REVOLVING FUNDS ARE USED TO FINANCE SPECIFIC PROJECTS OR PROGRAMS, OFTEN WITH INCOME GENERATED
FROM INVESTMENTS OR SERVICE FEES, PROVIDING A SUSTAINABLE SOURCE OF FUNDING OUTSIDE THE GENERAL REVENUE.

How DOES UNDERSTANDING THE FIVE PARTS OF TEXAS'S BUDGET HELP RESIDENTS AND
POLICYMAKERS?

UNDERSTANDING THESE PARTS HELPS RESIDENTS AND POLICYMAKERS GRASP HOW FUNDS ARE GENERATED AND ALLOCATED,
PROMOTING TRANSPARENCY, INFORMED DECISION-MAKING, AND ENSURING THAT REVENUE SOURCES ARE USED EFFECTIVELY FOR THE
STATE'S NEEDS.

ADDITIONAL RESOURCES

THe BUbGeT OF THE STATE OF TexAas ConsisTs OF FIVE PARTS, REPRESENTING DIFFERENT REVENUE SOURCES AND
PurPOSES

THE FISCAL FRAMEWORK OF A STATE REFLECTS ITS PRIORITIES, ECONOMIC HEALTH, AND GOVERNANCE PHILOSOPHY. TEXAS, AS
ONE OF THE LARGEST AND MOST ECONOMICALLY SIGNIFICANT STATES IN THE UNITED STATES/ EXEMPLIFIES A COMPLEX YET
STRATEGIC APPROACH TO BUDGETING. THE BUDGET OF THE STATE OF TEXAS CONSISTS OF FIVE PARTS, REPRESENTING DIFFERENT
REVENUE SOURCES AND PURPOSES, EACH WITH UNIQUE FUNCTIONS, FUNDING MECHANISMS, AND POLICY IMPLICATIONS.
UNDERSTANDING THESE PARTS OFFERS INSIGHT INTO HOW TEXAS MANAGES ITS RESOURCES, FUNDS PUBLIC SERVICES, AND PLANS
FOR FUTURE GROW TH.

INTRODUCTION: THE SIGNIFICANCE OF TEXAS’S BUDGET STRUCTURE

TEXAS’S BUDGET STRUCTURE IS DESIGNED TO BE COMPREHENSIVE, TRANSPARENT, AND ALIGNED WITH THE STATE’S
CONSTITUTIONAL REQUIREMENTS AND ECONOMIC REALITIES. UNLIKE SOME STATES THAT RELY HEAVILY ON INCOME OR SALES
TAXES, TEXAS'S BUDGET IS SHAPED BY ITS DISTINCTIVE REVENUE STREAMS, INCLUDING OIL AND GAS TAXES, SALES TAXES, AND
FEDERAL FUNDS. THESE COMPONENTS ARE ORGANIZED INTO FIVE MAIN PARTS, EACH SERVING PARTICULAR PURPOSES—FROM
FUNDING EDUCATION AND HEALTHCARE TO INFRASTRUCTURE AND PUBLIC SAFETY.

ANALYZING THESE COMPONENTS REVEALS NOT ONLY THE SOURCES OF STATE REVENUE BUT ALSO THE POLICY PRIORITIES AND

FISCAL STRATEGIES THAT UNDERPIN TEXAS’S GOVERNANCE. AS THE SECOND-MOST POPULOUS STATE IN THE U.S., TEXAS’S
BUDGET DECISIONS INFLUENCE MILLIONS OF LIVES AND HAVE RIPPLE EFFECTS ACROSS THE ECONOMY.

THE FIve PARTS ofF TEXAS’s STATE BUDGET

THE TEXAS BUDGET CAN BE CONCEPTUALLY DIVIDED INTO FIVE KEY PARTS, EACH REPRESENTING SPECIFIC REVENUE SOURCES AND
TARGETED ALLOCATIONS!

1. GEneraL Revenue Funos (GRF)



2. DebicaTeD Funbs (SpeciAL REVENUE FUNDS)
3. FEDERAL FUNDS

4. TruST FUNDS

5. BoNDps AND BORROWING

TOGETHER, THESE PARTS COMPRISE THE TOTAL STATE BUDGET, TOTALING HUNDREDS OF BILLIONS OF DOLLARS ANNUALLY.
LET’S EXPLORE EACH IN DETAIL.

1. GENerAL ReveNuE Funos (GRF)

OVERVIEW AND PURPOSE

THe GeneraL Revenue FUND (GRF) IS THE PRIMARY FUNDING SOURCE FOR THE MAJORITY OF STATE OPERATIONS, INCLUDING
EDUCATION, PUBLIC SAFETY, AND HEALTH SERVICES. |T IS COMPOSED MAINLY OF TAXES, SUCH AS SALES AND USE TAXES,
MOTOR VEHICLE SALES AND RENTAL TAXES, AND OTHER MISCELLANEOUS REVENUE.

Key ReVENUE SOURCES

- SALES AND USE TAXES: CONSTITUTING THE LARGEST PORTION, THESE TAXES ARE LEVIED ON RETAIL SALES AND CERTAIN USE
TRANSACTIONS.

- MoToR VEHICLE T AXES: INCLUDING REGISTRATION FEES AND VEHICLE SALES TAXES.

- BUSINESS AND FRANCHISE T AXES: ALTHOUGH TEXAS DOES NOT HAVE A CORPORATE INCOME TAX, IT HAS A FRANCHISE TAX
BASED ON BUSINESS MARGINS.

- OTHER SOURCES: SUCH AS INTEREST EARNINGS, FINES, AND FEES.

ALLOCATION AND USAGE

FUNDS FROM THE GRF ARE APPROPRIATED THROUGH THE LEGISLATIVE PROCESS FOR CORE GOVERNMENT FUNCTIONS:
- EbucaTIoN (K-12 AND HIGHER EDUCATION)

- PUBLIC SAFETY AND LAW ENFORCEMENT

- HEALTH AND HUMAN SERVICES

- GENERAL ADMINISTRATIVE EXPENSES

Because THE GRF Is FLEXIBLE, IT OFTEN BEARS THE BRUNT OF BUDGET ADJUSTMENTS DURING ECONOMIC DOWNTURNS OR
REVENUE SHORTFALLS.

2. DepicaTED FUuNDs (SpPeciAL ReveNUE FUNDS)

OVERVIEW AND PURPOSE

DEDICATED FUNDS ARE REVENUE STREAMS EARMARKED FOR SPECIFIC PROGRAMS OR PURPOSES, OFTEN MANDATED BY LEGISLATION
OR CONSTITUTIONAL PROVISIONS. THESE FUNDS ARE SEPARATE FROM THE GRF TO ENSURE TARGETED EXPENDITURES.

ExAMPLES oF DebIicATED FUNDS

- HiIGHWAY FUND: PRIMARILY FINANCED THROUGH MOTOR FUEL TAXES AND VEHICLE REGISTRATION FEES, ALLOCATED FOR
TRANSPORTATION INFRASTRUCTURE.

- OIL AND GAS SEVERANCE T AXES: FUNDS GENERATED FROM RESOURCE EXTRACTION, DEDICATED TO CONSERVATION AND
ENVIRONMENTAL MANAGEMENT.

- HEALTH AND HUMAN SERVICES FUNDS: REVENUE FROM TOBACCO SETTLEMENT OR DEDICATED TAXES USED TO SUPPORT PUBLIC



HEALTH INITIATIVES.
- EpucATION FUNDS: CERTAIN TAXES OR FEES ALLOCATED SPECIFICALLY FOR PUBLIC EDUCATION NEEDS.

IMPLICATIONS

DEDICATED FUNDS ENHANCE ACCOUNTABILITY AND TRANSPARENCY, AS REVENUES ARE LINKED TO SPECIFIC PURPOSES. HO\X/EVER,
THEY CAN ALSO IMPOSE CONSTRAINTS ON FLEXIBILITY, LIMITING THE ABILITY TO REALLOCATE RESOURCES DURING EMERGENCIES.

3. FEDERAL FUNDS

OVERVIEW AND PURPOSE

FEDERAL FUNDS CONSTITUTE A SIGNIFICANT PORTION OF TEXAS’S BUDGET, ESPECIALLY IN SOCIAL SERVICES, HEALTHCARE, AND
INFRASTRUCTURE PROJECTS. THESE FUNDS ARE ALLOCATED THROUGH GRANTS, ENTITLEMENTS, AND REIMBURSEMENTS FROM THE
U.S. GOVERNMENT.

SOURCES AND DISTRIBUTION

- MebicaID AND HEALTHCARE GRANTS: COVERING A LARGE SHARE OF HEALTH SERVICES FOR VULNERABLE POPULATIONS.

- EbUCATION GRANTS: FUNDING FOR K- 12 AND HIGHER EDUCATION PROGRAMS.

- TRANSPORTATION FUNDING: FEDERAL AID FOR HIGHWAYS, TRANSIT, AND INFRASTRUCTURE.

- DISASTER RELIEF AND EMERGENCY MANAGEMENT: FEDERAL ASSISTANCE DURING DISASTERS.

CHALLENGES AND OPPORTUNITIES

DEPENDENCE ON FEDERAL FUNDS INTRODUCES VARIABILITY, AS ALLOCATIONS DEPEND ON FEDERAL BUDGETS AND POLICY

PRIORITIES. CONVERSELY, FEDERAL FUNDS ENABLE TEXAS TO UNDERTAKE LARGE-SCALE PROJECTS THAT WOULD BE OTHERW/ISE
UNAFFORDABLE.

4. TrusT FUNDS

OVERVIEW AND PURPOSE

TRUST FUNDS ARE ESTABLISHED TO HOLD ASSETS DEDICATED TO SPECIFIC LONG-TERM PURPOSES, SUCH AS PENSIONS,
ENDOWMENTS, OR ENVIRONMENTAL CONSERVATION.

TYPES AND EXAMPLES

- PensioN TRUST FUNDS: STATE EMPLOYEE RETIREMENT SYSTEMS FUNDED THROUGH CONTRIBUTIONS AND INVESTMENT EARNINGS.
- ENVIRONMENTAL TRUST FUNDS: ASSETS SET ASIDE FOR CONSERVATION, WATER QUALITY, AND NATURAL RESOURCE
MANAGEMENT.

- ENDOWMENT FUNDS: FUNDS INVESTED TO GENERATE INCOME FOR SCHOLARSHIPS, RESEARCH, OR PUBLIC PROJECTS.

MANAGEMENT AND IMPACT

TRUST FUNDS ARE MANAGED WITH AN EMPHASIS ON PRESERVING CAPITAL AND GENERATING INCOME FOR DESIGNATED PURPOSES.
THEY PROVIDE STABILITY AND SUSTAINABILITY BUT ARE LESS FLEXIBLE FOR IMMEDIATE BUDGET NEEDS.



5. BONDS AND BORROWING

OVERVIEW AND PURPOSE

TEXAS EMPLOYS DERT INSTRUMENTS—PRIMARILY BONDS—TO FINANCE LARGE CAPITAL PROJECTS SUCH AS INFRASTRUCTURE,
PUBLIC BUILDINGS, AND TRANSPORTATION SYSTEMS.

TvyPES oF Bonbs

- GENERAL OBLIGATION BONDS: SECURED BY THE FULL FAITH AND CREDIT OF THE STATE, USED FOR BROAD PROJECTS.
- REVENUE BONDS: BACKED BY SPECIFIC REVENUE STREAMS, SUCH AS TOLLS OR DEDICATED TAXES.

ADVANTAGES AND RISKS

BONDS ENABLE THE STATE TO UNDERTAKE SIGNIFICANT INVESTMENTS WITHOUT IMMEDIATE TAX INCREASES. HO\X/EVER, THEY
ALSO ENTAIL FUTURE REPAYMENT OBLIGATIONS AND INTEREST COSTS, IMPACTING FISCAL SUSTAINABILITY.

INTERPLAY AND BUDGETING STRATEGIES

THE INTEGRATION OF THESE FIVE PARTS REFLECTS STRATEGIC PLANNING. TEXAS’S APPROACH EMPHASIZES FISCAL
CONSERVATISM, RELIANCE ON SALES AND RESOURCE TAXES, AND CAUTIOUS USE OF DEBT. THE STATE’S CONSTITUTIONAL
PROVISIONS RESTRICT CERTAIN EXPENDITURES AND SET SPENDING LIMITS, INFLUENCING HOW THESE PARTS INTERACT.

KEY CONSIDERATIONS INCLUDE:

- REVENUE VOLATILITY: OIL PRICE FLUCTUATIONS SIGNIFICANTLY IMPACT THE DEDICATED FUNDS AND OVERALL BUDGET.

- EcoNoMic GROW TH DEPENDENCY: REVENUE PROJECTIONS OFTEN HINGE ON ECONOMIC PERFORMANCE, REQUIRING CONSERVATIVE
ESTIMATES.

- BALANCING FLEXIBILITY AND ACCOUNTARBILITY: W/HILE DEDICATED FUNDS ENSURE TARGETED SPENDING, THEY MAY LIMIT
RESPONSIVENESS DURING ECONOMIC SHIFTS.

PoLicy IMPLICATIONS AND FUTURE OUTLOOK

UNDERSTANDING THE COMPOSITION OF TEXAS’S BUDGET IS VITAL FOR EVALUATING ITS POLICY CHOICES:

- Tax PoLicY: THE HEAVY RELIANCE ON SALES AND RESOURCE TAXES MAKES THE BUDGET SENSITIVE TO ECONOMIC CYCLES.
- PuBLIC SERVICES: FUNDING LEVELS INFLUENCE THE QUALITY OF EDUCATION, HEALTHCARE, AND INFRASTRUCTURE.

- FISCAL SUSTAINABILITY: MANAGING DEBT, ESPECIALLY BONDS, REQUIRES BALANCING IMMEDIATE NEEDS WITH LONG-TERM
OBLIGATIONS.

L oOKING AHEAD, TEXAS FACES CHALLENGES SUCH AS POPULATION GROWTH, TECHNOLOGICAL CHANGE, AND SHIFTS IN FEDERAL
POLICY. |TS BUDGET PARTS WILL NEED TO ADAPT ACCORDINGLY, WITH ONGOING DEBATES ABOUT REVENUE DIVERSIFICATION,
INVESTMENT PRIORITIES, AND FISCAL RESILIENCE.



CoNcLusioNn:; A RerLECTION OF V ALUES AND PRIORITIES

THE FIVE PARTS OF TEXAS’S BUDGET—GENERAL REVENUE FUNDS, DEDICATED FUNDS, FEDERAL FUNDS, TRUST FUNDS, AND
BONDS—TOGETHER COMPOSE A COMPLEX FINANCIAL MOSAIC. THEY REFLECT THE STATE’S PRIORITIES: ECONOMIC GROWTH,
RESOURCE STEWARDSHIP, PUBLIC SAFETY, AND SOCIAL WELFARE. W/HILE THE STRUCTURE PROVIDES STABILITY AND TARGETED
FUNDING, IT ALSO DEMANDS CAREFUL MANAGEMENT TO NAVIGATE ECONOMIC VOLATILITY AND ENSURE SUSTAINABLE GROWTH.

AS TEXAS CONTINUES TO GROW AND EVOLVE, SO TOO WILL ITS BUDGET COMPONENTS, SHAPING THE STATE'S FUTURE AND ITS

ABILITY TO SERVE ITS CITIZENS EFFECTIVELY. UNDERSTANDING THIS ARCHITECTURE OFFERS NOT ONLY INSIGHT INTO FISCAL
POLICY BUT ALSO A WINDOW INTO THE VALUES THAT DEFINE THE LONE STAR STATE.

The Budget Of The State Of Texas Consists Of Five Parts
Representing Different Revenue Sources And Purposes

The Budget Of The State Of Texas Consists Of Five Parts Representing Different Revenue Sources
And Purposes
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