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SENATE WORKING TO ADVANCE BUDGET RESOLUTION

OVERVIEW

Congress is rapidly advancing toward finalizing a joint budget resolution, a pivotal step in
advancing President Trump's broader domestic policy goals, including extending current tax rates
and achieving additional tax reforms, debt ceiling adjustments, and significant spending
modifications. On April 2nd, the Senate released its substitute amendment to the House-passed
budget resolution, H.Con.Res. 14. The Senate intends to replace the House-approved text with its
new version and send it back to the House for final approval. This new version highlights some
internal differences among Congressional Republicans while outlining a broad budgetary
framework intended to support ambitious fiscal and policy objectives.

While this framework is an important milestone, it's worth noting that passing the budget
resolution is considered the relatively straightforward initial phase of the arduous budget
reconciliation process, which has already consumed four months of negotiations. The subsequent
"sausage making" phase—actual legislative drafting and negotiation—is anticipated to be
significantly more contentious. Reconciliation bills, which can bypass a Senate filibuster, must
comply with strict Byrd Rule provisions, introducing potential procedural hurdles or risks ahead.
Congressional Republicans are effectively postponing these more difficult decisions to ensure the
budget reconciliation process continues to advance.

KEY DEVELOPMENTS

¢ Adjusted Revenue Baseline: The Senate substitute employs a '"current policy baseline,"
assuming permanence of Tax Cuts and Jobs Act (TCJA) provisions effective as of January 1,
2025. This creates approximately $3.7 trillion in baseline adjustments. Combined with
reconciliation instructions for the Senate Finance Committee (SFC), the total available fiscal
space reaches about $5.2 trillion, potentially expanding further with SFC jurisdictional
spending cuts.
Debt Ceiling Increase: The Senate substitute includes reconciliation instructions requiring the
reporting of legislation to increase the public debt by May 16. The Ways & Means Committee
retains a $4 trillion debt limit instruction, consistent with the House resolution, while the
Senate Finance Committee is authorized to raise the limit by up to $5 trillion. These increases
can be enacted as part of broader reconciliation legislation or as standalone measures.
Reserve Funds: The substitute contains four key reserve funds facilitating reconciliation
legislation, government deregulation, spending reform, and the utilization of the current
policy revenue baseline. Inclusion of these funds significantly broadens the scope of germane
amendments during Senate consideration.
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“Congressional Republicans are facing several political and policy challenges to get their
budget resolution across the finish line. Once they do, the real work of the reconciliation
process begins.”
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RECONCILIATION INSTRUCTIONS

Senate and House committees have been tasked with reporting legislation by May
9, 2025, although the date is not binding. Instructions include:

Senate - Deficit-Increasing:
e Finance: Up to $1.5 trillion
HSGAC: Up to $175 billion
Judiciary: Up to $175 billion
Armed Services: Up to $150 billion
Commerce: Up to $20 billion
Environment and Public Works: Up to $1 billion

Senate - Deficit-Reducing:
e Agriculture, Banking, HELP, Energy: Minimum $1 billion each, expected to
exceed this threshold (under commit, over perform).

House - Deficit-Increasing:

e Ways & Means: Up to $4.5 trillion
e Judiciary: Up to $110 billion

e Armed Services: Up to $100 billion
e Homeland: Up to $90 billion

House - Deficit-Reducing:

e Energy & Commerce: Minimum $880 billion
Education & Workforce: Minimum $330 billion
Agriculture: Minimum $230 billion
Transportation & Infrastructure: Minimum $10 billion
Financial Services: Minimum $1 billion
Natural Resources: Minimum $1 billion each

REPUBLICAN TENSIONS

Senate Republican leaders are considering circumventing a formal Senate
Parliamentarian ruling on the "current policy baseline," potentially allowing Budget
Chair Lindsey Graham (R-SC) unilateral authority to define fiscal baselines. This
unprecedented approach has raised significant internal skepticism regarding
adherence to Senate budget rules. If unresolved, this procedural dispute may
significantly impact the reconciliation timeline and policy outcomes and come to a
head when a reconciliation bill eventually reaches the Senate floor.

House Budget Chair Jodey Arrington (R-TX) sharply criticized the Senate's proposed
minimal enforceable spending cuts, labeling the substitute amendment fiscally
irresponsible. House conservatives are signaling strong resistance to the Senate's
proposed $5.3 trillion in effective tax relief without guaranteed spending offsets.
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TAX POLICY IMPLICATIONS

The substitute’s reliance on the current policy baseline significantly reshapes tax reform prospects,
providing room for extensive tax cuts beyond extending TCJA provisions. However, some House
Republicans remain uneasy about the Senate's approach, emphasizing the need for demonstrable
fiscal responsibility.

POLITICAL AND POLICY OUTLOOK

Senate Majority Leader John Thune (R-SD) is working toward Senate adoption of the budget by
April 5th or 6th. If the Senate is able to advance it, it will set the stage for challenging
reconciliation negotiations with the House before Congress's recess begins April 10. President
Trump has publicly committed to supporting Senate deficit reduction efforts and is expected to
advocate for a rescissions package separate from the budget resolution, in an effort to reinforce a
message fiscal discipline to skeptical House Republicans.

Healthcare policy, notably Medicaid spending, remains a central flashpoint. The House's proposed
$880 billion in Medicaid cuts has drawn significant concern from Senate Republicans
representing Medicaid expansion states, complicating efforts to finalize committee-specific
spending targets.

NEXT STEPS

Today, the Senate will move forward with a vote on the motion to proceed, followed by 50 hours
of debate, culminating in a vote-a-rama on amendments likely on Saturday. After the resolution

passes the Senate, the House must subsequently approve the updated resolution without further
amendments to formally initiate the reconciliation process. Both House and Senate leaders are
aiming to achieve this goal before Congress leaves town for a two-week recess on April 10.
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