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Current Status of State Planning for the Future of CHIP

Federal funding for the Children’s Health Insurance Program (CHIP), which covered 8.9 million children in FY
2016, is set to expire on September 30, 2017. This fact sheet provides an overview of current state plans for
CHIP amid continuing uncertainty about future federal funding for the program and discusses how states and
children would be affected if Congress does not extend funding by the September 30, 2017 deadline. With this
deadline nearing, states will need to begin making decisions soon about actions they will take if Congress does
not extend funding. States provide CHIP through a separate CHIP program, a CHIP-funded Medicaid
expansion, or a combination of both approaches. States with CHIP-funded Medicaid expansions would be
required to maintain this coverage under the Affordable Care Act (ACA) maintenance of effort requirement,
and state costs would increase since states would receive the lower federal Medicaid match rate. States with
separate CHIP coverage would not be required to maintain this coverage if federal funding ends.

During Summer 2017, the Kaiser Family Foundation and Health Management Associates surveyed state
Medicaid officials about their state budget assumptions and future plans for CHIP if Congress does not extend
funding. In addition, the Kaiser Family Foundation and the Georgetown University Center for Children and
Families conducted interviews with CHIP directors in several states. Key findings show that without federal
funding, states would face budget pressures, children would lose coverage, and implementation of program
changes could result in increased costs and administrative burden for states as well as confusion for families.
See Appendix Table 1 for state data; see here for state Medicaid and CHIP eligibility limits for children.

Nearly all (48 of 50) responding states (including DC) assumed continuation of federal CHIP
funding in their FY 2018 state budgets. In addition, 34 of 42 responding states assumed that this funding
would continue with the 23 percentage point enhanced federal match that was included in the ACA.

Because states have assumed continued federal funding in their state budgets, the majority of
states will face a funding shortfall if Congress does not extend federal funding. Addressing these
shortfalls will likely require special legislative sessions and/or Governor action because state budgets have
already been passed. States will face challenges replacing federal dollars since many were already facing budget
shortfalls heading into FY 2018." States will also face costs associated with implementing program changes in
response to loss of federal funding, including system changes and outreach and training costs. For example,
Colorado estimates that eligibility system changes to implement program changes will cost $300,000. The
Centers for Medicare and Medicaid Services (CMS) indicated that states must factor such costs associated with
close out of the program into calculations of use of remaining federal funds.? If Congress extends funding but
does not include the 23 percentage point increase in the federal matching rate that was provided in the ACA,
most states will still face shortfalls, since many assumed continued funding with the enhanced match rate.


http://www.kff.org/other/state-indicator/annual-chip-enrollment/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
http://www.kff.org/health-reform/state-indicator/medicaid-and-chip-income-eligibility-limits-for-children-as-a-percent-of-the-federal-poverty-level/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D

Of the 42 states (including DC) that provided an estimate of when they will run out of their FY
2017 CHIP allotment, 11 anticipate exhausting funding by the end of 2017 (Figure 1). A total of 32
states project they will exhaust federal funds as of the end of March 2018. These recent state estimates show
more states running out of funds earlier compared to previous projections from the Medicaid and CHIP
Payment and Access Commission (MACPAC), which found that four states will run out of funding by December
2017.3 In most cases, differences with the MACPAC estimates are small (one or two months); in some cases
they result in differences in the projected quarter that federal funds will be exhausted.

Figure 1

Projected Dates of Exhaustion of Federal CHIP Funds

[l October - December 2017 (11 states)
[ January - March 2018 (21 states, including DC)
O April - June 2018 (7 states)

[ July - September 2018 (3 states)
O Not Reported (9 states)

SOURCE: Kaiser Family Foundation Survey of Medicaid Officials in 50 States and DC conducted by Health Management Associates, Summer 2017.
Date of projected exhaustion of federal funds in West Virginia based on Kaiser Family Foundation and Georgetown Center for Children and Families [
interview with the state CHIP director. Projected date of exhaustion for OH was updated in October 2017 based on revised estimate from the state. [ E

Although the majority of states have not yet developed plans for actions they will take if
Congress does not extend funding, some plan to close or cap enrollment and/or discontinue
coverage for children in separate CHIP programs (Box 1). A few states have state statutes that require
them to close the program and/or discontinue coverage if federal funds for the program decrease. For example,
under state statute, Arizona must freeze enrollment if the effective federal match rate decreases below its
current level. State legislation in West Virginia requires the state to close the program if federal funding levels
fall below the levels allotted in 1997. In Colorado, the state would no longer be able to access provider taxes it
uses to support coverage for some CHIP children, since state statute requires federal participation to use those
funds for CHIP. In addition, a few states indicated that CHIP-funded coverage for other groups, including
pregnant women and children in buy-in programs, would likely be at risk for cutbacks. Some states indicated
that they plan to cap or close enrollment in their CHIP-funded Medicaid expansion programs. However, they
would not be able to take this action under the ACA maintenance of effort requirement. More states plan to
explore program changes as the deadline for funding expiration grows closer.
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Box 1: Selected State Plans to Limit CHIP Coverage if Congress does not Extend
Federal Funding

Arizona anticipates it will run out of federal funding by December 31, 2017. If Congress does
not extend CHIP funding prior to that date, the state will consider various policy alternatives.
Additionally, state statute requires the state to freeze enrollment if the federal match goes below
its current level. Thus, an enrollment freeze will be required if Congress lowers the applicable
federal match below 100% as part of a funding reauthorization or otherwise. In light of the
uncertainty surrounding federal funding, the state has warned health insurers of the risk of a
shortfall and a possible enrollment freeze and is preparing to notify families of the same. The
state would like to give families at least 30 days’ notice prior to closing enrollment, but is trying
to avoid confusion and concern among families, so has held off sending notices to date.

Nevada anticipates it will run out of federal funding by the end of November or beginning of
December, 2017. Given this timeline, if funding is not extended, the state would potentially
freeze enrollment on November 1, 2017 and end coverage on November 30, 2017. In order to
give families at least 30 days’ notice of these changes, the state would need to send notifications
to families by the beginning of October. The state has included federal funding for CHIP in its
budget so a special session would be required if the federal funding were to change for policy
makers to determine how to address the funding shortfall.

Utah anticipates it will run out of federal funding by December 31, 2017, and would close the
program by that date. The state would like to give families as much notice as possible so that
they can make contingency plans, so is considering sending a notice to families 60 days ahead of
the program closure (November 1) outlining the risk of program closure and describing the
state’s transition plan. The state anticipates that unforeseen issues may arise as they move down
a compressed timeline. In addition to the challenges associated with closing CHIP, the state is
experiencing challenges related to the uncertainty of funding. For example, the state is
dependent on the timely federal reallocation of CHIP funds to continue the program through
December.

West Virginia anticipates it will run out of federal funding by April 1, 2018. State statute
requires the state to terminate the program if annual federal funding levels decrease below the
amounts allocated in 1997. The state is in the process of determining whether the effective date
of this decrease would be interpreted to mean immediately after the deadline for Congressional
action (i.e., October 1, 2017) or when the state is projected to exhaust its federal allotment (April
1, 2018). Without continued federal funds, the state would close enrollment to new enrollees. It
would continue coverage for current enrollees as long as possible until it exhausts its federal
funds. The state anticipates it would need about 6 months prior to the closing date to implement
program changes. Previous projections suggest that about one-third of children enrolled in
CHIP would become uninsured with closure of the program.

Source: Telephone interviews conducted with state CHIP directors by the Georgetown University Center for Children
and Families and Kaiser Family Foundation during August 2017.
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Reductions in CHIP coverage will result in coverage losses for children and negative effects on
children’s health and family finances. If states close enrollment and/or discontinue coverage for children
in separate CHIP programs, some children could shift to parents’ employer-sponsored plans or Marketplace
plans, but others would become uninsured. Previously, some states closed enrollment in CHIP for limited
periods in response to state budget pressures, and studies show that this led to coverage losses, left eligible
individuals without access to coverage, and had negative effects on health and family finances (Box 2).

Box 2: Effects of Previous State Enrollment Caps and Freezes

After Arizona froze CHIP enrollment in December 2009, enrollment fell by more
than 60% from about 46,900 to 17,600 as of July 2011 (Figure 2).4 Just over four in
ten disenrolled children moved to Medicaid due to declines in family income, but many others
likely became uninsured.5 The children’s uninsured rate in Arizona grew following the
enrollment freeze.® Over the same period, the waiting list for CHIP grew to over 100,000
children and was continuing to grow at a rate of about 10,000 children per month.”

Figure 2

Arizona CHIP KidsCare Enrollment, Dec. 2009-July 2011

46,886
~— Enrollment Closed
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Source: The Arizona KidsCare CHIP Enrollment Freeze: How Has it Impacted Enrollment and Families?, Kaiser Commission on
Medicaid and the Uninsured, September 2011, https://kaiserfamilyfoundation.files.wordpress.com/2013/01/8232.pdf

In North Carolina, enrollment fell by nearly 30% from about 72,000 to 51,300
when it froze enrollment between January and October 2001. The number of children
determined eligible for CHIP but placed on a waiting list grew to over 34,000.8 Most (60%)
children added to the waiting list were previously enrolled in Medicaid and were unable to
transition to CHIP.

Enrollment freezes negatively affected children’s health and family finances. In
North Carolina, parents with children affected by the enrollment freeze said their children
experienced periods of being uninsured and that almost all needed care during the time that
they lacked coverage.® Parents often had to delay care while their children were uninsured and
reported difficulties obtaining prescription medications for their children.'° Parents also
reported that obtaining care while their children were uninsured resulted in significant financial
hardships, requiring them to cut back on necessities, borrow money from family or friends, and
accrue debt for missed payments on bills.*
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With the deadline for the expiration of funding nearing, states are bumping up against
deadlines to start implementing program changes. To implement changes in coverage, states need
sufficient time to notify families and other stakeholders of changes in coverage, make changes to eligibility
systems, and train eligibility workers. They also must update contracts with managed care plans and third
party administrators, conduct Tribal consultation as necessary, and submit necessary state plan amendments
to CMS. Those states projected to run out of funding by the end of 2017 will need to begin acting soon to
implement program changes if Congress does not take action. There also is the potential for significant
confusion among families and wasted spending and administrative efforts for states if they begin to implement
changes and then Congress takes action after the deadline to extend funding, causing states to reverse course.
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Appendix Table 1:

State CHIP Budget Assumptions and Projected Dates of Exhaustion of Federal Funds

State FY 2018 budget FY 2018 budget assumes State estimate of when it will
e separate7CHIP assumes contir?ued ACA enhan%ed match exhaust federal funding
coverage: federal funding? continues? (calendar year quarter¥®)

Alabama Yes Yes Yes 1st Q 2018*
Alaska Yes No NR

Arizona Yes Yes Yes 4th Q 2017
Arkansas Yes Yes Yes 2nd Q 2018
California Yes No 4th Q 2017
Colorado Yes Yes Yes 1st Q2018
Connecticut Yes Yes Yes 4th Q 2017
Delaware Yes Yes Yes 1st Q 2018
DC Yes NR 1st Q2018
Florida Yes Yes Yes 1st Q2018
Georgia Yes Yes NR 1st Q2018
Hawaii Yes Yes 4th Q 2017
Idaho Yes Yes Yes 4th Q 2017
Illinois Yes Yes No NR

Indiana Yes Yes NR 2nd Q 2018~
lowa Yes Yes Yes 2nd Q 2018
Kansas Yes NR NR NR

Kentucky Yes Yes Yes 1st Q 2018
Louisiana Yes Yes Yes 1stQ 2018
Maine Yes Yes NR NR

Maryland Yes Yes NR

Massachusetts Yes Yes Yes 1st Q2018
Michigan Yes Yes 1st Q 2018
Minnesota Yes NR NR

Mississippi Yes Yes Yes 4th Q 2017
Missouri Yes Yes No 1st Q 2018
Montana Yes Yes Yes 1st Q2018
Nebraska Yes No 2nd Q 2018*
Nevada Yes Yes NR 4th Q 2017
New Hampshire No N/A NR

New Jersey Yes Yes Yes 3rd Q 2018
New Mexico Yes NR 3rd Q 2018
New York Yes Yes Yes 1st Q 2018*
North Carolina Yes Yes Yes 1st Q2018
North Dakota Yes Yes Yes 2nd Q 2018
Ohio Yes NR 4th Q 2017
Oklahoma No N/A 2nd Q 2018
Oregon Yes Yes Yes 4th Q 2017
Pennsylvania Yes Yes Yes 4th Q 2017
Rhode Island Yes Yes 1st Q 2018
South Carolina Yes Yes 3rd Q 2018*
South Dakota Yes Yes Yes 1st Q2018
Tennessee Yes Yes Yes NR

Texas Yes Yes Yes NR

Utah Yes Yes Yes 4th Q 2017
Vermont Yes No 1st Q2018
Virginia Yes Yes Yes 1st Q 2018
Washington Yes Yes Yes 1st Q2018
West Virginia Yes Yes Yes 1st Q 2018
Wisconsin Yes Yes Yes 1st Q2018
Wyoming Yes Yes Yes 2nd Q 2018

NOTES: NR: Not reported. N/A: Not applicable, state budget does not assume continuation of CHIP funding. *When a state provided a range for when it
anticipates running out of CHIP funding, the reported quarter is based on the earliest month in the range. Projected date of exhaustion for OH was
updated in October 2017 based on a revised estimate from the state.

SOURCES: Kaiser Family Foundation Survey of Medicaid Officials in 50 States and DC conducted by Health Management Associates, Summer 2017. Date of
projected exhaustion of federal funds in West Virginia based on interview with the state CHIP director by Kaiser Family Foundation and Georgetown
University Center for Children and Families. List of states with separate CHIP coverage is from a national survey conducted by the Kaiser Family Foundation
with Georgetown University Center for Children and Families, January 2017, http://www.kff.org/medicaid/report/medicaid-and-chip-eligibility-enrollment-
renewal-and-cost-sharing-policies-as-of-january-2017-findings-from-a-50-state-survey/.
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