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Expiration of CHIP Funding on September 
30, 2017 Raises Issues for States 

Level of allotment and duration of extension

Whether 23 percent bump will continue

Whether maintenance of effort (MOE) 
requirements1 will continue unchanged

Timing of reauthorization

“We urge you to act quickly 
to provide a  five-year 

extension of funding for the 
Children’s Health Insurance 

Program (CHIP), at the 
current enhanced match, to 
provide certainty for states 

and families.”
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Source: National Governors Association, https://www.scribd.com/document/348085472/5-11-2017-
Nga-Hhs-Chip-Letter; Note: 1) ACA requires states to maintain 2010 Medicaid and CHIP eligibility levels 
for children through FY 2019
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CHIP in Context



CHIP: A Primer

• CHIP was established in 1997 to provide health coverage for children who exceed Medicaid 
eligibility but whose families could not afford or had no access to private insurance

• Like Medicaid, CHIP is jointly financed by states and the federal government; states receive 
an enhanced federal match under CHIP

• Unlike Medicaid, CHIP is operated as a block grant and federal allotments to states are 
capped (but over the past decade, allotments have far exceeded expenditures)

• States have flexibility in both program and benefit design:
– States may operate CHIP either as a Medicaid-expansion, separate CHIP program or combination of 

the two approaches 
– Benefits must meet certain minimum standards; greater flexibility to tailor benefit packages than 

Medicaid
– States have broad discretion to set income eligibility standards and as a result, CHIP eligibility varies 

across states, though, under the ACA, states are required to maintain 2010 Medicaid and CHIP 
eligibility levels for children through FY 2019 
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Medicaid and CHIP Cover More Than 
One in Three Children

ESI, 46.5%

Medicaid/CHIP, 
35.7%

Other, 7.4%

Direct-
purchase, 5.5%

Uninsured, 4.8%

Children’s Health Coverage by Source, 2015

Source: http://ccf.georgetown.edu/wp-content/uploads/2016/11/Kids-ACS-update-11-02-1.pdfState Health and Value Strategies | 7



Comparing Medicaid and CHIP 
Enrollment and Spending

Source: http://ccf.georgetown.edu/wp-content/uploads/2016/11/Kids-ACS-update-11-02-1.pdf

$83.0 , 
90%

$9.0, 
10%

Federal Spending for Children's 
Coverage (in billions)

37.1, 
81%

8.9,
19%

Children Enrolled in Public Coverage 
(in millions)

CHIP

Medicaid

FY 2016 FY 2015

Of the children enrolled in Medicaid and CHIP, nearly 20% are enrolled in CHIP, 
accounting for about 10% of total federal spending for children’s coverage
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CHIP Eligibility Levels Vary Across States
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See Appendix for 
additional detail



Share of Children Enrolled in CHIP Varies 
Across States
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Characteristics of Children Enrolled 
in CHIP
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CHIP covers children whose families are 
above Medicaid eligibility but who do 

not have access to or cannot afford ESI; 
97% of enrolled children are in families 

with income < 250% FPL

Low to Moderate Income Ethnically & Culturally Diverse

Enrollees are culturally and ethnically 
diverse—42% White, 29% Hispanic, 23% 

African American, and 7% “Other”

Geographically Diverse

Enrollees are more likely to live in rural 
areas —20% of Medicaid and CHIP 
enrollees vs. 15% of general public

~25% of children in CHIP have a 
significant health condition (e.g., 

asthma, ADHD); Medicaid/CHIP covers 
44% of all children with special health 

care needs

Medically Vulnerable

Source: https://www.macpac.gov/wp-content/uploads/2015/01/Examining_Access_to_Care_in_Medicaid_and_CHIP.pdf; 
http://khn.org/news/chip-offers-families-with-seriously-ill-kids-more-financial-protection-than-aca-plans/; 
http://kff.org/medicaid/issue-brief/medicaid-and-children-with-special-health-care-needs/



CHIP, with Medicaid, Has Reduced the 
Children’s Uninsurance Rate to 4.8%
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https://www.census.gov/prod/99pubs/p60-208.pdf; 1997: https://aspe.hhs.gov/system/files/pdf/77046/rpt_CHIPevaluation.pdf



Despite Bi-Partisan Support, Past CHIP 
Renewal Efforts Have Been Challenging
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CHIP Reauthorized After
Two-Year Debate

 CHIP allotments proved inadequate 
beginning in 2002

 Some states continued to operate CHIP 
and accept retroactive reimbursement; 
others (AL, CO, FL, MT, & UT) froze 
enrollment

 Congress also passed additional stop-gap 
measures in 2006 and 2007 (totaling 
~$900 M)

 Appropriated ~$40 B 
over 10 years with 
strong bi-partisan 
support

 Reauthorization debate began in Feb. 2007
 President Obama signed the Children’s 

Health Insurance Program Reauthorization 
Act (CHIPRA) in Feb. 2009

 CHIPRA provided funding through FY 2013, 
increased appropriation levels and altered 
federal funding distribution formula

 Affordable Care Act (ACA) extended 
CHIP funding through FY 2015; 
increased match by 23 percentage 
points beginning FY 2016

 Required states to maintain 2010 
eligibility levels through FY 2019 

 Medicare Access & CHIP 
Reauthorization Act 
(MACRA) of 2015 
passed with bipartisan 
support

 Extended CHIP funding 
through FY 2017

 Federal CHIP 
funding expires 
on September 30, 
2017

CHIP Established

CHIP Faced Funding Shortfalls

2003 - 20061997 2007-2009

ACA Enacted, 
Extending CHIP Funding

Legislative 
Action Required

MACRA Passed, 
Extended CHIP Funding

2010 2015 2017



Federal CHIP Appropriations Have Not Always 
Kept Pace with Federal CHIP Expenditures
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Looking Ahead: 

Critical Considerations for States



Federal Funding for CHIP Expires on 
September 30, 2017
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Three states and D.C. are projected to deplete their current federal CHIP funds by 
December 2017, and all are expected to run out by September 2018

3rd quarter, April-June 2018 (19)

2nd quarter, Jan.-Mar. 2018 (27)
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Source: MACPAC July 2017 Issue Brief, https://www.macpac.gov/wp-
content/uploads/2017/03/Federal-CHIP-Funding_When-Will-States-Exhaust-Allotments.pdf

See Appendix for additional detail



• CBO preliminarily estimates that extending CHIP funding with the 23 percentage 
point bump through FY 2019 would cost $6 billion

• Extending CHIP funding for two years without retaining the 23 percentage point 
bump would save the federal government $2 billion

Source: http://docs.house.gov/meetings/IF/IF14/20170623/106114/HHRG-115-
IF14-20170623-SD002-U1.pdfState Health and Value Strategies | 17

The net cost of extending CHIP is significantly less than the gross cost of the new 
CHIP allotments for two reasons:

• An extension reduces federal spending on Marketplace, Medicaid and other 
coverage for children

• Budget rules require CBO to assume that some funds from expiring programs such 
as CHIP are available beyond the scheduled expiration date

Cost of CHIP Funding Extension



State Impact of 23 Percentage Point 
Bump
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FY 2017 Enhanced Federal CHIP Match Rates

Source: http://kff.org/other/state-indicator/enhanced-federal-matching-rate-
chip/?activeTab=map&currentTimeframe=1&selectedDistributions=enhanced-
fmap&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D

(17 states) (8 states) (5 states) (20 states + D.C.)
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States stand to lose nearly $3.5 billion in federal CHIP funds if Congress does not 
extend the enhanced 23 point bump
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States Will Confront a Funding Challenge 
if Congress Does Not Extend the “Bump”



Reauthorization Has Implications for 
ACA MOE Requirement

• If federal funding is exhausted, only states with Medicaid-expansion CHIP must 
continue to meet the ACA MOE requirement which requires states to maintain 
2010 Medicaid and CHIP eligibility levels for children through FY 2019

• Separate CHIP states* are permitted to reduce CHIP eligibility levels or terminate 
CHIP entirely if Congress fails to reauthorize CHIP, impacting approximately 3.7 
million children who are enrolled in a separate CHIP program

• MACPAC estimates that 1.1 million of these children would become uninsured if 
states terminate their separate CHIP programs

• The remaining 2.6 million would enroll either in subsidized Marketplace 
coverage** or a parent’s employer-sponsored insurance

State Health and Value Strategies | 20 Source:  https://www.macpac.gov/wp-content/uploads/2015/03/Sources-of-Coverage-for-Children-
If-CHIP-Funding-Is-Exhausted.pdf

* Separate CHIP states use CHIP funds to establish CHIP programs that are governed by rules that differ from Medicaid
**Estimates do not account for potential changes to the availability of Marketplace subsidies  under the Congressional repeal and replace proposals



Illustrative Example of Operational 
Implications of CHIP Reauthorization Timing
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Separate CHIP State 

- 6 months
Federal funding 
allocation ends

Terminate CHIP 
program

Freeze CHIP program 
enrollment in 

anticipation of 
exhausting federal 

funding 

- 3 months

Send notices to families and 
providers to alert them of 

pending program termination

State decision
Legal requirement



President Trump’s Budget Proposes 
Changes to CHIP

• Provides two-year federal funding extension (through FY 2019)

• Eliminates temporary 23 percentage point increase in the CHIP matching 
rate two years ahead of schedule

• Drops MOE requirement for children’s coverage

• Limits eligibility to no more than 250% of the federal poverty line (FPL) 

• Permits states to move children ages 6 to 18 in families with incomes 
between 100 and 133% FPL back into CHIP, after the ACA transitioned 
them to Medicaid

State Health and Value Strategies | 22 Source: https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/budget/fy2018/budget.pdf



We Welcome Your Questions

Heather Howard 
heatherh@princeton.edu
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dmeuse@princeton.edu
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212-790-4594
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Appendix



Medicaid and CHIP Income Eligibility 
Thresholds by State, January 2017 

State Health and Value Strategies | 25 Source: KFF, http://files.kff.org/attachment/Report-Medicaid-and-CHIP-Eligibility-as-of-Jan-2017-Table-1



Medicaid and CHIP Income Eligibility 
Thresholds by State, January 2017, cont. 

State Health and Value Strategies | 26 Source: KFF, http://files.kff.org/attachment/Report-Medicaid-and-CHIP-Eligibility-as-of-Jan-2017-Table-1



Notes Medicaid and CHIP Income Eligibility 
Thresholds by State, January 2017

State Health and Value Strategies | 27 Source: KFF, http://files.kff.org/attachment/Report-Medicaid-and-CHIP-Eligibility-as-of-Jan-2017-Table-1

1. January 2017 income limits reflect Modified Adjusted Gross Income (MAGI)-converted income standards and include a disregard equal to five percentage points of the 
federal poverty level (FPL) applied at the highest income level for Medicaid and separate CHIP coverage. Eligibility levels are reported as percentage of the FPL. The 2016 FPL 
for a family of three was $20,160. 

2. States may use Title XXI CHIP funds to cover children through CHIP-funded Medicaid expansion programs and/or separate child health insurance programs for children not 
eligible for Medicaid. Use of Title XXI CHIP funds is limited to uninsured children. The Medicaid income eligibility levels listed indicate thresholds for children covered with 
Title XIX Medicaid funds and uninsured children covered with Title XXI funds through CHIP-funded Medicaid expansion programs. To be eligible in the infant category, a 
child has not yet reached his or her first birthday; to be eligible in the 1-5 category, the child is age one or older, but has not yet reached his or her sixth birthday; and to be 
eligible in the 6- 18 category, the child is age six or older, but has not yet reached his or her 19th birthday. 

3. The states noted use federal CHIP funds to operate separate child health insurance programs for children not eligible for Medicaid. Such programs may either provide 
benefits similar to Medicaid or a somewhat more limited benefit package. They also may impose premiums or other cost sharing obligations on some or all families with 
eligible children. These programs typically provide coverage for uninsured children until the child’s 19th birthday. 

4. Medians for CHIP-funded uninsured children are based on the upper limit of coverage. 
5. Alabama, the District of Columbia, Oklahoma, and Tennessee have different lower bounds for adolescents in Title XXI funded Medicaid expansions depending on age. The 

lower bound for Title XXI funded Medicaid is 18% for children ages 14 through 18 in Alabama, 63% for children ages 15 through 18 in the District of Columbia, 69% for 
children ages 14 through 18 in Oklahoma, and 29% for children ages 14 through 18 in Tennessee. 

6. Arizona's CHIP program, KidsCare, re-opened enrollment in July 2016. Applications were accepted beginning July 26, 2016, and coverage began on September 1, 2016. New 
enrollment in KidsCare had been closed since December 21, 2009, prior to the Affordable Care Act’s (ACA’s) maintenance of effort requirement. 

7. In California, children with higher incomes are eligible for separate CHIP coverage in certain counties. 
8. In Florida, all infants are covered in Medicaid. Florida operates three separate CHIP programs: Healthy Kids covers children ages 5 through 18; MediKids covers children ages 

1 through 4; and the Children's Medical Service Network serves children with special health care needs from birth through age 18.
9. In Illinois, infants born to non-Medicaid covered mothers are covered up to 147% FPL in Medicaid and up to 318% FPL under CHIP. 
10. Indiana uses a state-specific income disregard that is equal to five percent of the highest income eligibility threshold for the group. 
11. Kansas covers children in a separate CHIP program up to an income level that is equivalent to 238% FPL in 2008. 
12. Massachusetts also covers insured children in its separate CHIP program with Title XIX Medicaid funds under its Section 1115 waiver. 
13. In 2016, Michigan expanded CHIP-funded Medicaid expansion coverage to children with incomes between 212-400% FPL affected by the Flint water crisis. 
14. In Minnesota, the infant category under Title XIX-funded Medicaid includes insured and uninsured children up to age two with incomes up to 275% FPL. 
15. In North Carolina, all children ages 0 through 5 are covered in Medicaid while the separate CHIP program covers children ages 6 through 18 with incomes above Medicaid 

limits. 
16. Oklahoma offers a premium assistance program to children ages 0 through 18 with income up to 222% FPL with access to employer sponsore insurance through its Insure 

Oklahoma program. 
17. In Tennessee, Title XXI funds are used for two programs, TennCare Standard and CoverKids (a separate CHIP program). TennCare Standard provides Medicaid coverage to 

uninsured children who lose eligibility under TennCare (Medicaid), have no access to insurance, and have family income below 216% FPL or are medically eligible. 
18. In Wisconsin, children are not eligible for CHIP if they have access to health insurance coverage through a job where the employer covers at least 80% of the cost.



Projected Month for Each State to Exhaust 
Federal CHIP Funding

State Health and Value Strategies | 28 Source: MACPAC July 2017 Issue Brief, https://www.macpac.gov/wp-
content/uploads/2017/03/Federal-CHIP-Funding_When-Will-States-Exhaust-Allotments.pdf



Projected Month for Each State to Exhaust 
Federal CHIP Funding, cont.

State Health and Value Strategies | 29 Source: MACPAC July 2017 Issue Brief, https://www.macpac.gov/wp-
content/uploads/2017/03/Federal-CHIP-Funding_When-Will-States-Exhaust-Allotments.pdf



Projected Month for Each State to Exhaust 
Federal CHIP Funding, cont.

State Health and Value Strategies | 30 Source: MACPAC July 2017 Issue Brief, https://www.macpac.gov/wp-
content/uploads/2017/03/Federal-CHIP-Funding_When-Will-States-Exhaust-Allotments.pdf
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