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Overview

2

• Overview of the Federal Budget, Revenue and Spending

• Budget Reconciliation Process vs. Annual Budget Process

• 2025 Budget Reconciliation and What it Means for NM 
Budget Development



Federal Budget – Uh Oh!  $1.9 Trillion Deficit 
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Total Outlays $6.8 
Trillion

Total Revenues $4.9 
Trillion

Source: CBO



Federal Budget Deficits & Debt
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Source: CBO



Federal Budgeted Revenues – FY24
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Source: CBO



Federal Budgeted Revenues – FY24
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Source: CBO



Federal Budget – FY24 Outlays
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Federal Mandatory Spending – FY24
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Source: CBO



Federal Budget – FY24 Discretionary Outlays
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Discretionary Outlays are 
Subject to Annual 
Appropriations Process



What is Federal Budget Reconciliation?

10
New Mexico Legislative Finance Committee

  The Congressional Budget and Impoundment Control Act of 
1974 created budget reconciliation, which allows Congress to 
expedite consideration of certain and specific changes in law to 
align spending, revenue, and the debt limit with agreed upon  
budget targets. 

 Process starts with each chamber passing resolutions with 
instructions for various committees to produce laws to achieve 
a particular budget outcome.

 Chambers must agree on one resolution though instructions 
can be different to each. 

 Resolution acts as a blueprint with details worked out by 
committees. 



What is Federal Budget Reconciliation, continued?
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 Advantages – Reconciliation differs from the normal process to 
allow for fast track legislation.  
 Limited debate 
 Restrictive amendment process
 Simple majority
 No filibuster in the Senate

 Limitations – Instructions for 3 specific purposes: changes in 
debt limit; changes in revenues, changes in direct mandatory 
spending, except social security, or any combo. 
 Annual discretionary spending – Defense, Education – excluded
 Byrd Rule – cannot include items unrelated to budget, raise deficit past a 

10 year window, exclude items merely “incidental” to budget goals. 



House Reconciliation 
Instructions
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Total Deficit Increase Allowed: Up to 
$3.3 trillion over 10 years
Committee-Level Targets
•Ways & Means: $4.5 trillion
•Armed Services: $100 billion
•Judiciary: $110 billion
•Debt Limit: Increase by $4 trillion
Key Note:
•Energy & Commerce has jurisdiction 
over Medicaid. 
•House instructions are more 
transparent by using a "current law" 
baseline, which acknowledges and 
scores the cost of extending TCJA 
provisions.



Senate Reconciliation
Instructions
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Total Deficit Increase Allowed: Up 
to $5.7 trillion over 10 years

Committee-Level Targets
• Finance: $1.5 trillion (under 

current policy; real cost closer to 
$5.3 trillion)

• Armed Services: $150 billion
• Homeland Security & Judiciary: 

$175 billion
• Debt Limit: Increase by $5 trillion
Key Note:
• By using a "current policy" 

baseline, Senate instructions 
understate the real cost of 
extending expiring tax provisions.



Senate Approach is Like….
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“… taking an expensive week-long vacation and 
then assuming you can spend an extra $1,000 
per day forever since you are no longer staying 
at the Plaza.” -Senior vice president of the 
Committee for a Responsible Federal Budget

“Last year, despite being deeply in debt, I 
bought a $100,000 sports car. So next year, 
buying another $100,000 car is not 
irresponsible because I am merely spending the 
same amount of money as the year before. And 
if I purchase “only” a $70,000 car, then I should 
be congratulated for reducing my annual 
spending by $30,000.” - Senior fellow at the 
Manhattan Institute

However, reconciliation process assumes 
revenue reductions have to be paid for within 
the 10 year window, but not spending.



Federal Budget Reconciliation
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Source: Committee for a Responsible Federal 
Budget



Federal Budget Reconciliation
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Source: Committee for a Responsible Federal 
Budget



Federal Budget Reconciliation – Medicaid Options
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 CBO and other have for years put out options for reducing 
Medicaid outlays.  Policy option will vary on when the expected 
effects and savings could be captured in the ten year window. 
Most simply shift costs to states with the expectation hard 
choices will fall on state legislatures on benefits, enrollment, 
and provider rates. 

 CBO recently released analysis of 5 options currently being 
considered. 
 Option 1, Set the Federal Medicaid Matching Rate for the Expansion Population Equal to That for 

Other Enrollees. 
 Option 2, Limit State Taxes on Health Care Providers. (Provider tax)
 Option 3, Establish Caps on Federal Spending for the Entire Medicaid Population. 
 Option 4, Establish Caps on Federal Spending for the Medicaid Expansion Population. 
 Option 5, Repeal Medicaid’s Eligibility and Enrollment Rule. 
 Other policies in the mix – work requirements; further restrictions on immigrants enrollment; more 

frequent eligibility determination; ramp up activities to reduce waste, fraud and abuse



Federal Budget Reconciliation - Medicaid
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Federal Budget Reconciliation - Medicaid
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   Potential impacts on NMs Medicaid program. 
 Reduced federal participation of almost $700 million, the timing of which 

depends on policies adopted. Potential loss of another $200 million depending 
on details over states providing health benefits to undocumented individuals.

 Work requirements for able-bodied adults without dependents (expansion 
population) could dramatically increase the number of people not qualifying 
due to income.  Will they have a smooth transition to the BeWell healthcare 
exchange or become uninsured? 

 Modest changes to provider taxation rules could upend programs designed to 
stabilize and enhance quality of services in our nursing homes and hospitals.

 History demonstrates additional eligibility determination hurdles are effective at 
reducing enrollment.  

 FMAP changes or Per Capital Costs Caps (effectively a block grant) save the 
most for federal government but may lack sufficient political support which 
means Energy & Commerce may not hit their reduction targets. 



Federal Budget Reconciliation – SNAP
Cost shift alone - $300 million in new state GF costs
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Summary 2025 Federal Budget Reconciliation

21
New Mexico Legislative Finance Committee

• Federal budget reconciliation is a tool to fast track legislation, 
including requiring only a majority vote in Senate, for mandatory 
spending programs, except social security.

• Rather than addressing federal deficits on hard political 
decisions, has been used to do the opposite.  System favors 
ongoing spending vs. costs of tax cuts. 

• Federal annual deficits a significant fiscal issue with no remedy in 
sight. 

• 2025 Federal budget Reconciliation would significantly impact 
New Mexico’s finances – the timing of which will depend on when 
provisions kick in.  Biggest risk is cost-shifting SNAP benefits and 
admin costs to states in House version. 
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For More Information
 http://www.nmlegis.gov/lcs/lfc/lfcdefault.aspx

 Session Publications 
 Performance Report Cards
 Program Evaluations

Charles Sallee, Director
Charles.Sallee@nmlegis.gov 
325 Don Gaspar – Suite 101

Santa Fe, NM 87501
505-986-4550
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