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The Future of CHIP and Children’s Coverage
Recommendations

1.1  �Congress should extend federal CHIP funding for a transition period that would maintain a 
stable source of children’s coverage and provide time to develop and test approaches for a more 
coordinated and seamless system of comprehensive, affordable coverage for children. 

1.2  �Congress should extend federal CHIP funding for five years, through fiscal year 2022, to give 
federal and state policymakers time to develop policies and to implement and test coverage 
approaches that promote seamlessness of coverage, affordability, and adequacy of covered 
benefits for low- and moderate-income children.

1.3  �In order to provide a stable source of children’s coverage while approaches and policies for a 
system of seamless children’s coverage are being developed and tested, and to align key dates 
in CHIP with the period of the program’s funding, Congress should extend the current CHIP 
maintenance of effort and the 23 percentage point increase in the federal CHIP matching rate, 
currently in effect through FY 2019, for three additional years, through fiscal year 2022.

1.4  �To reduce complexity and to promote continuity of coverage for children, Congress should 
eliminate waiting periods for CHIP. (This recommendation was first made in the Commission’s 
March 2014 report to Congress.)

1.5  �In order to align premium policies in separate CHIP with premium policies in Medicaid, Congress 
should provide that children with family incomes below 150 percent of the federal poverty level 
not be subject to CHIP premiums. (This recommendation was first made in the Commission’s 
March 2014 report to Congress.)

1.6  �Congress should create and fund a children’s coverage demonstration grant program, including 
planning and implementation grants, to support state efforts to develop, test, and implement 
approaches to providing for CHIP-eligible children seamless health coverage that is as 
comprehensive and affordable as CHIP. 

1.7  �Congress should permanently extend the authority for states to use Express Lane Eligibility for 
children in Medicaid and CHIP. (The Commission noted its support for this policy in a 2014 letter 
to the Secretary of HHS [MACPAC 2014c].)

1.8  �The Secretary of the U.S. Department of Health and Human Services, in consultation with the 
Secretaries of the U.S. Department of Agriculture and the U.S. Department of Education should, 
not later than September 30, 2018, submit a report to Congress on the legislative and regulatory 
modifications needed to permit states to use Medicaid and CHIP eligibility determination 
information to determine eligibility for other designated programs serving children and families.

1.9  �Congress should extend funding for five years for grants to support outreach and enrollment of 
Medicaid and CHIP eligible children, the Childhood Obesity Research Demonstration projects, 
and the Pediatric Quality Measures program, through fiscal year 2022.
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Key Points
•	 The State Children’s Health Insurance Program (CHIP) has played an important role in providing 

insurance coverage and access to health care for low- and moderate-income children since its 
enactment in 1997. In fiscal year (FY) 2015, about 8.4 million children were enrolled in CHIP.

•	 CHIP is permanently authorized, but current law only provides federal funding to states through 
FY 2017. Five states are expected to spend their remaining CHIP allotments by December 2017; 
29 states and the District of Columbia are expected to spend their remaining CHIP allotments by 
March 2018.

•	 Since funding for CHIP was last renewed by the Medicare and CHIP Reauthorization Act of 2015 
(MACRA, P.L. 114-10), MACPAC’s analysis has focused on both what would happen in the current-
law scenario under which federal CHIP funding comes to an end, and on the steps that should be 
taken to meet the health and developmental needs of low- and moderate-income children in the 
future if federal program funding is extended, including the role of CHIP in providing children’s 
coverage.

•	 Key findings from this analysis are: 

–– CHIP has reduced uninsurance among children in families with incomes below 200 percent 
of the federal poverty level (FPL). 

–– CHIP coverage is more affordable, with respect to both premiums and out-of-pocket cost 
sharing expenses, for families than either exchange or employer-sponsored coverage. 

–– Although most sources of coverage include major medical benefits (i.e., inpatient and 
outpatient hospital services, physician services, and prescription drugs), CHIP and Medicaid 
are more likely to cover oral health services, audiology, and hearing aids relative to exchange 
plans and employer-sponsored insurance. 

–– Children with CHIP coverage are more likely to have a usual source of care, including dental 
care, and more likely to have had a well-child visit in the past year relative to children without 
insurance. 

•	 It is the Commission’s view that the development of a more seamless system of children’s 
coverage is needed. Such a system would provide comprehensive and affordable coverage for 
low- to moderate-income children, removing the potential for gaps in coverage and care that 
can affect children as they transition among different sources of publicly and privately financed 
health insurance. 

•	 Uncertainty about the stability of the coverage market, now heightened by potential action by the 
115th Congress on proposals to repeal the law underpinning the workings of the exchange 
market and change the structure and financing of the Medicaid program, have led the 
Commission to recommend extending CHIP at this time.
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Key Points (continued)

•	 The Commission recommends an extension of CHIP funding for five years to ensure that 
low- and moderate-income children retain access to affordable and comprehensive insurance 
coverage, maintaining the gain in coverage secured over the past 20 years. 

•	 In order to provide a stable source of children’s coverage and give federal and state 
policymakers time to develop policies and to implement and test coverage approaches that 
promote seamlessness of coverage, affordability, and adequacy of covered benefits for low- 
and moderate-income children, the following changes should be made: 

–– fund CHIP through fiscal year 2022; and 

–– extend the current CHIP maintenance of effort and 23 percentage point increase in the 
federal CHIP matching rate for three years, through fiscal year 2022.

•	 The Commission also recommends creating and funding a children’s coverage demonstration 
grant program to support state efforts to develop, test, and implement approaches to 
providing CHIP-eligible children with seamless health coverage that is as comprehensive and 
affordable as CHIP. State innovation will be a key driver in improving the system of coverage 
for low- and moderate-income children, and federal support of those efforts would ease 
financial barriers to states that aspire to transform their children’s coverage systems. 

•	 The Commission reiterates its support for the elimination of waiting periods in CHIP, aligning 
separate CHIP premium policies with those of Medicaid, and permanently extending authority 
for states to use Express Lane Eligibility. 

•	 Finally, the Commission recommends extending funding to support outreach and enrollment 
of Medicaid- and CHIP-eligible children, the Childhood Obesity Research Demonstration 
projects, and the Pediatric Quality Measures Program. These programs focus on improving 
aspects of coverage or care for children enrolled in Medicaid or CHIP and have been renewed 
along with CHIP funding in previous years.
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CHAPTER 1: The Future 
of CHIP and Children’s 
Coverage
Since its enactment with bipartisan support in 1997, 
the State Children’s Health Insurance Program 
(CHIP) has played an important role in providing 
insurance coverage and access to health care for 
millions of low- and moderate-income children with 
incomes above Medicaid eligibility levels. During 
these years, the share of uninsured children in 
the typical CHIP income range, that is, those with 
family incomes above 100 percent but below 200 
percent of the federal poverty level (FPL), has fallen 
dramatically—from 22.8 percent in 1997 to 6.7 
percent in 2015 (Cohen et al. 2016). In fiscal year 
(FY) 2015, about 8.4 million children were enrolled 
in CHIP compared to nearly 37 million children in 
Medicaid (MACPAC 2016a).

In addition to providing access to affordable 
coverage, CHIP improves access to care for enrolled 
children. For example, children with CHIP coverage 
are more likely than children without insurance 
to have a usual source of care, including dental 
care, and more likely to have had a well-child visit 
in the past year (Harrington et al. 2014). Access 
to and use of health care services by children with 
CHIP are generally comparable to that of children 
with employer-sponsored coverage, although 
comparisons between these two coverage sources 
are complex (Cornachione et al. 2016, MACPAC 
2012). CHIP also plays an important role in the 
financial security of low- and moderate-income 
families. Family spending on children’s health care 
decreases when families gain CHIP or Medicaid 
coverage. CHIP and Medicaid coverage are also 
associated with a decreased likelihood that a family 
has unpaid medical bills and faces household 
bankruptcy (Wherry et al. 2016). 

Congress now faces an important decision 
regarding the future of the program and its approach 
to providing a stable, affordable, and adequate 

source of coverage to millions of America’s children. 
Although CHIP is permanently authorized, current 
law provides federal CHIP funding to states only 
through FY 2017. Since funding for CHIP was last 
renewed by the Medicare and CHIP Reauthorization 
Act of 2015 (MACRA, P.L. 114-10), MACPAC has 
focused considerable attention on determining 
what it considers the best approach to take going 
forward. Our analysis has focused on both what 
would happen under the current-law scenario under 
which federal CHIP funding comes to an end, and 
on the steps that should be taken to meet the health 
and developmental needs of low- and moderate-
income children in the future if federal program 
funding is extended, including the role of CHIP in 
providing children’s coverage. 

MACPAC’s deliberations, going back to 2013, have 
considered CHIP in context: a relatively small 
program of public coverage, serving children in 
families whose incomes are too high for Medicaid, 
but for whom employer-sponsored coverage is 
unavailable, unaffordable, or inadequate. The 
Commission’s deliberations have assumed that 
other current coverage sources, including Medicaid 
and subsidized exchange coverage, remain 
available for children. For example, we have looked 
to the possibility of better integrating CHIP with 
exchange markets given that federal subsidies for 
such coverage are available to eligible individuals 
and families with incomes between 100 and 400 
percent FPL. Those analyses, however, identified 
serious concerns about the quality and affordability 
of exchange coverage as compared to CHIP, 
concerns that led the Commission to recommend 
an extension of CHIP in its June 2014 report, and 
that informed the work of the Commission as it 
considered policy options for the period ahead. 

Now, uncertainty about the stability of the exchange 
market, further heightened by potential action by 
the 115th Congress on proposals to repeal the 
law underpinning the workings of this market 
and to change the structure and financing of the 
Medicaid program, have led the Commission to once 
again recommend extending CHIP. Specifically, as 
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described in greater detail below, the Commission 
recommends that funding be extended for a period 
of five years, through FY 2022. Such an extension 
would ensure the stability of children’s coverage 
during a time in which the coverage environment 
could change significantly, and would also be 
responsive to the pressing concerns of states as 
they begin budget and policy planning for the next 
fiscal year and beyond. 

The Commission continues to hold that a more 
seamless system of children’s coverage should 
be developed—a system that would provide 
comprehensive and affordable coverage for low- 
to moderate-income children and remove the 
potential for gaps in coverage and care that can 
affect children as they transition among different 
sources of publicly and privately financed health 
insurance. Such a system would promote greater 
integration and alignment between Medicaid, CHIP, 
and other insurance sources and would smooth 
out transitions that occur when families experience 
changes in income and employment (e.g., by 
moderating differences in out-of-pocket spending 
required for children). In addition, the Commission 
continues to be troubled by the fact that many low- 
and moderate-income children do not benefit from 
the value and security offered by CHIP coverage 
because CHIP eligibility levels vary widely from 
state to state (MACPAC 2016b). This means that for 
families at the same income level, children in some 
states are eligible for CHIP while children in other 
states are not. Their families must instead obtain 
costlier, potentially less comprehensive coverage for 
the children through other sources.

The Commission’s long-range vision looks to a 
system that ensures sufficient coverage, in terms 
of both benefits and affordability, to appropriately 
meet the needs of the nation’s children. We 
also look to states as potential laboratories of 
innovation for improvements in children’s coverage, 
including alignment of children’s coverage with 
state-focused efforts to organize and improve their 
health insurance markets to promote coverage and 
improve population health. 

In the short term, however, two things are clear: first, 
health insurance markets will likely face substantial 
changes over the next few years. Second, current 
funding for CHIP will be exhausted before such 
changes are fully realized. The design of specific 
solutions to address the shortcomings of children’s 
coverage concerns and weighing the merits and 
costs of different approaches will require additional 
time for analysis and planning. Given uncertainty 
about the future structure of the market for publicly 
financed health insurance coverage going forward 
and the urgency of addressing the impending end 
to CHIP funding, the Commission finds that the 
existing approach to children’s coverage should 
be maintained while these broader questions are 
addressed. The Commission urges Congress to act 
as soon as possible to extend CHIP funding so that 
both families and states have assurances that CHIP 
will be maintained during this time of uncertainty.

This report presents the Commission’s 
recommendations on the future of CHIP as well 
as several companion recommendations to move 
toward a more seamless system of children’s 
coverage. We begin by summarizing recent work 
of the Commission that has informed our present 
deliberations and our conclusions. The analyses 
and conclusions cover the program’s impact on 
children’s coverage, our expectation of the likely 
scenario should CHIP funding not be renewed, and 
the relative advantages of CHIP when compared to 
other sources of coverage. We then present each of 
the recommendations and its rationale along with 
our assessment of its implications for the federal 
government, states, beneficiaries, and providers and 
plans. Appendix 1A provides an overview of CHIP 
and Appendix 1B provides state CHIP eligibility and 
enrollment information.
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MACPAC Analysis and 
Deliberation
MACPAC has been considering the future of CHIP 
and children’s coverage for a number of years. In 
2014, the Commission began thinking more broadly 
about how to meet the needs of low- and moderate-
income children in an evolving coverage environment 
that under current law includes Medicaid, CHIP, 
exchange coverage, and employer-sponsored 
insurance. In its March 2014 report to Congress, 
the Commission stated its view that regardless of 
what form children’s coverage takes, it must be 
affordable and offer comprehensive coverage, and it 
should maintain a program design that allows state 
flexibility, one of the key features that led to all states 
adopting CHIP in the late 1990s (MACPAC 2014a). In 
its June 2014 report, the Commission recommended 
two years of additional funding, with an expectation 
that this amount of time would be sufficient to 
resolve the open questions regarding the longer-term 
structure of publicly subsidized children’s coverage 
(MACPAC 2014b). 

In 2015 and early 2016, the Commission’s analysis 
focused on the following: 

•	 �the likely impact on children’s insurance status 
should CHIP funding not be renewed; 

•	 �comparisons of out-of-pocket spending 
between CHIP and both exchange coverage 
and employer-sponsored insurance; 

•	 �analysis of differences in benefits between 
CHIP and other sources of coverage; and 

•	 �an examination of network adequacy under 
these different types of insurance coverage 
(MACPAC 2016c, 2015). 

Our conclusions based on this work are presented 
below.

CHIP has reduced uninsurance among 
children in families with modest 
incomes
CHIP was created as part of the Balanced Budget 
Act of 1997 (BBA 97, P.L. 105-33). To encourage 
states to participate, Congress provided them with 
enhanced federal financing for CHIP and gave 
them greater flexibility in designing CHIP than they 
had with Medicaid. In 1997, it was uncertain how 
many states would respond to this new federal 
funding opportunity, but by FY 2000, every state and 
territory (including the District of Columbia) had 
children enrolled in CHIP-financed coverage. States 
can design CHIP as an expansion of Medicaid, 
as a separate program, or as a combination of 
both. Currently, ten states, including the District of 
Columbia, and five territories operate CHIP entirely 
as a Medicaid expansion; two states operate 
CHIP entirely as separate programs; and 39 states 
operate a combination program. In states operating 
a Medicaid-expansion program, federal Medicaid 
rules generally apply. Of the 8.4 million children 
enrolled in CHIP-funded coverage in 2015, 3.7 million 
were enrolled in separate CHIP and 4.7 million in 
Medicaid-expansion CHIP (MACPAC 2016a).1 CHIP 
has enjoyed bipartisan support from Congress, 
which most recently renewed federal funding for two 
years, under MACRA, through FY 2017.

CHIP, along with Medicaid, is widely credited with 
helping to reduce uninsurance among children. Since 
CHIP’s enactment, the share of all children age 0–17 
that were uninsured fell about 9 percentage points 
from 13.9 percent in 1997 to 4.5 percent in 2015.2 
The decline was even greater for those with family 
incomes at or above 100 percent FPL but below 200 
percent FPL (Cohen et al. 2016). Unlike Medicaid, 
CHIP does not impose on states the requirement to 
cover children up to a specific income level, and it 
gives them flexibility in setting income eligibility at 
levels they deem most appropriate for their coverage 
market and state environment. Income eligibility 
levels vary widely across the states, with upper 
limits currently ranging from 170 percent to 400 
percent FPL (MACPAC 2016b). Nevertheless, the vast 
majority of states (89 percent) set income eligibility 
at or below 200 percent FPL in FY 2013 (Figure 1-1). 
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CHIP is more affordable than other 
sources of coverage
MACPAC’s analyses found that for children in the 
CHIP income eligibility range, CHIP coverage is 
considerably less costly to families, with respect 
to both premiums and out-of-pocket cost sharing, 
than exchange or employer-sponsored coverage 
(MACPAC 2016c, 2015).3 For example, in 2015, the 
combined premiums and cost sharing of separate 
CHIP in 36 states averaged $158 per year per child. 
Most of that spending was for premiums ($127), 

with the remainder being spent on cost sharing 
($31). On average in these 36 states, separate 
CHIP enrollees faced cost sharing of 2 percent of 
covered medical benefits, with the plans covering 
98 percent—that is, separate CHIP coverage had an 
effective actuarial value of 98 percent. By contrast, 
if these same children were enrolled in employer-
sponsored insurance, they would have faced an 
estimated $891 per year per child in average annual 
out-of-pocket spending ($603 for premiums and $288 
in cost sharing), and if enrolled in the second lowest 
cost silver exchange plan, they would have faced 

FIGURE 1-1. Child Enrollment in CHIP-Financed Coverage, by Family Income as a Percentage of 
FPL, FY 2013

Notes: FPL is federal poverty level. FY is fiscal year. Includes separate and Medicaid-expansion CHIP. In the Statistical Enrollment 
Data Systems (SEDS), Delaware, Nevada, North Carolina, Oklahoma, South Carolina, and South Dakota reported CHIP enrollees 
above 200 percent FPL, and Kansas reported CHIP enrollees above 250 percent FPL; however, CHIP in these states is reported 
only to cover individuals at or below these levels. The numbers here were altered to put all of the enrollees in Delaware, Nevada, 
North Carolina, Oklahoma, South Carolina, and South Dakota at or below 200 percent FPL and all Kansas enrollees at or below 
250 percent FPL. Components may not sum to 100 percent due to rounding. In 2013, in the 48 contiguous states and the District 
of Columbia, 200 percent FPL was $22,980 for an individual plus $8,040 for each additional family member. 

Source: MACPAC, 2014, analysis of CHIP SEDS data from the Centers for Medicare & Medicaid Services as of March 4, 2014. 

At or below 200% FPL, 89%

200–250% FPL, 9% 

Above 250% FPL, 3%Above 250% FPL, 3%

3%
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an estimated $1,073 per year per child ($806 for 
premiums and $266 in cost sharing). The effective 
actuarial value averaged 81 percent in employer-
sponsored insurance plans and 82 percent in second 
lowest cost silver exchange plans, with families 
responsible for the remaining 18 percent to 19 
percent through cost sharing (MACPAC 2016c).

While premiums and cost sharing are permitted 
for children in separate CHIP (capped at 5 percent 
of family income), they generally are prohibited for 
children in Medicaid.

CHIP benefits are generally more 
generous than those offered by other 
sources of coverage
MACPAC’s comparison of benefits in separate 
CHIP, Medicaid (including Medicaid-expansion 
CHIP), exchange plans, and employer-sponsored 
insurance found that covered benefits vary within 
each source—between states for Medicaid and CHIP, 
and among plans for employer-sponsored insurance 
and exchange plans (MACPAC 2015). Most separate 
CHIP, Medicaid, exchange, and employer-sponsored 
insurance plans cover major medical benefits, such 
as inpatient and outpatient care, physician services, 
and prescription drugs. Children enrolled in Medicaid-
expansion CHIP are entitled to all Medicaid services, 
including early and periodic screening, diagnostic, 
and treatment services.

Like Medicaid, separate CHIP covers pediatric dental 
services. By contrast, dental benefits are offered 
as a separate, stand-alone insurance product in 
most exchanges and employer-sponsored coverage, 
requiring families to pay separate premiums and 
cover cost sharing expenses. More than half of 
all employer-sponsored plans (54 percent) do not 
include pediatric dental coverage. Of the employers 
that offer separate dental coverage, many require an 
additional premium (MACPAC 2016d). 

CHIP also covers many services important to 
children’s healthy development that are not 
always available in exchange plans. For example, 
all separate CHIP and Medicaid programs cover 

audiology exams, and 95 percent of separate CHIP 
programs cover hearing aids. However, only 37 
percent of exchange plan essential health benefit 
benchmarks cover audiology exams, and only 54 
percent cover hearing aids (MACPAC 2015). Among 
employer-sponsored health plans, 34 percent cover 
pediatric audiology exams and 43 percent cover 
hearing aids (MACPAC 2015). 

The Commission also looked at how CHIP provider 
networks compare to those of other sources of 
coverage. Under federal law, CHIP managed care is 
subject to the same federal provisions that establish 
standards for Medicaid managed care (§ 2103(f)(3) 
of the Social Security Act (the Act)). These provisions 
require states to establish “standards for access to 
care so that covered services are available within 
reasonable timeframes and in a manner that ensures 
continuity of care and adequate primary care and 
specialized services capacity” (§ 1932(c)(1)(A)(i) of 
the Act). CHIP regulations also specify that a state 
must ensure “access to out-of-network providers 
when the network is not adequate for the enrollee’s 
medical condition” (42 CFR 457.495). 

Advocates have suggested that separate CHIP 
networks are better than Medicaid or exchange plan 
networks because they are similar to private plan 
networks or because they are designed specifically 
for pediatric needs (Hensley-Quinn and Hess 2013, 
Hoag et al. 2011). However, we found little empirical 
evidence to either support or refute this assertion.

Recommendations for  
the Future of CHIP and 
Children’s Coverage
For much of 2016, the Commission focused its 
efforts on assessing a range of policy options for 
the future of CHIP funding and children’s coverage. 
Before deciding on the specific recommendations 
included in this report, the Commission considered a 
number of broad options, including: permitting CHIP 
funding to expire; extending CHIP funding; expanding 
mandatory Medicaid coverage of children; enhancing 
exchange coverage; permitting states to use CHIP 
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funds to purchase exchange coverage; and creating 
a new waiver authority focused on promoting 
seamless children’s coverage. 

In weighing the benefits and drawbacks of the 
options, the Commission considered several criteria: 
the effects on coverage, affordability, adequacy 
of benefits, impact on states and state flexibility, 
federal and state spending, and simplicity. The 
Commission drew upon findings from its own 
analyses as well as those of external policy and 
health services researchers, such as the evaluation 
of CHIP mandated by the Children’s Health Insurance 
Program Reauthorization Act of 2009 (CHIPRA, P.L. 
111-3) (Harrington et al. 2014). The Commission also 
took into account the views and information offered 
by stakeholders. From the time the Commission 
began its deliberation to the time it developed 
its final recommendations, changes in the policy 
environment occurred that could significantly alter 
the coverage context for children. It is important 
to note that the Commission’s recommendations 
were made in the context of current law, but with the 
understanding that the incoming Congress is likely 
to take up proposals to make substantial changes, 
both to health insurance markets and to Medicaid.

The Commission’s recommendations, rationale, 
and implications are described below. In this 
recommendation package, the Commission 
reiterates its 2014 recommendations to eliminate 
CHIP waiting periods and premiums for children in 
families with incomes below 150 percent FPL, as 
well as its prior support for permanently extending 
Express Lane Eligibility authority. Although the 
Commission is not recommending any particular 
offset at this time, the Commission has compiled 
a list of savings proposals previously identified in 
legislative proposals, in President’s budgets, and by 
others. It is important to note that the Commission 
has not analyzed the merits of these proposals or 
voted on them, and is not endorsing any specific 
proposal on the list.

Recommendation 1.1
Congress should extend federal CHIP funding for 
a transition period that would maintain a stable 

source of children’s coverage and provide time to 
develop and test approaches for a more coordinated 
and seamless system of comprehensive, affordable 
coverage for children. 

Rationale
This recommendation calls for extending federal 
CHIP funding because other currently available 
sources of coverage for CHIP-eligible children do 
not provide affordable or comprehensive coverage. 
Extending CHIP ensures that eligible low- and 
moderate-income children will retain access to 
affordable insurance coverage, maintaining the gains 
in coverage secured over the past 20 years. 

The Commission has discussed at length the 
need to develop a seamless, coordinated system 
of children’s coverage rather than indefinitely 
maintain CHIP as a distinct program. However, 
uncertainty about other sources of coverage and 
the approaching exhaustion of federal CHIP funding 
leads the Commission to conclude that at this time, 
extending CHIP is the better choice for maintaining 
children’s access to coverage. 

CHIP cannot continue in its current state unless 
federal funding is renewed. If federal CHIP funding is 
exhausted, the 41 states with separate CHIP will not 
have to maintain that coverage. Children covered in 
Medicaid-expansion CHIP will not become uninsured 
because the maintenance-of-effort (MOE) provision 
requires states to continue that coverage through 
FY 2019. However, MOE coverage is funded at the 
regular Medicaid matching rate, which is lower than 
the CHIP matching rate for these children, putting 
new fiscal pressures on states. 

MACPAC analysis, published in our March 2015 
report to Congress, projected that if federal CHIP 
funds were exhausted and no new federal funding 
was provided, 3.7 million children would lose access 
to separate CHIP, of which an estimated 1.1 million 
children would become uninsured (MACPAC 2015). 
The remaining children are projected to obtain 
coverage from other payers—1.4 million (36.5 
percent) through subsidized exchange coverage 
and 1.2 million (32.6 percent) through a parent’s 
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employer-sponsored insurance. These estimates 
assumed the availability of Medicaid and subsidized 
exchange coverage for children, as under current law.

The projected increase in the number of uninsured 
children is not because such children are not eligible 
for other coverage, but rather because their families 
cannot afford it. Among the 1.1 million children 
projected to become uninsured, 59.1 percent are 
expected to be eligible for a parent’s employer-
sponsored insurance but will not enroll because of 
the high cost of premiums and other out-of-pocket 
cost sharing. The remaining 40.9 percent of the 
children expected to become uninsured will be 
eligible for subsidized exchange coverage (MACPAC 
2015). About 63 percent of these families are not 
expected to have to make additional premium 
contributions for adding children to their coverage. 
For the remaining 37 percent of children who will 
have to make additional premium contributions, 
these contributions—although lower than would be 
required for employer-sponsored insurance—are 
higher than required by CHIP (MACPAC 2015).

Even for those families who are able to pay higher 
premiums to remain insured, concerns about access 
remain. The higher level of cost sharing at the point 
of service that is required by other coverage sources 
will increase the financial burden on low- and 
moderate-income families, and this has the potential 
to impede children’s access to care (MACPAC 2016c, 
MACPAC 2016d). 

Under current law, 5 states are expected to spend 
their remaining CHIP allotments by December 2017 
and 29 states and the District of Columbia are 
expected to spend their remaining CHIP allotments 
by March 2018.4 Although current law provides 
no new CHIP allotments in FY 2018, if states are 
experiencing shortfalls in their CHIP allotments, they 
can receive redistribution funds from the unspent 
CHIP allotments of other states after two years 
have passed (Appendix 1C). However, the amount of 
available redistribution funds from FY 2016 unspent 
allotments is less than in previous years. The current 
CHIP matching rate is 23 percentage points greater 
than historical rates, and this has resulted in states 
spending their federal CHIP allotments faster than in 

prior years. For example, in FY 2015, $12.6 billion in 
CHIP allotments were unspent, but in FY 2016, $7.5 
billion in CHIP allotments were unspent. In addition, 
MACRA reduced by one-third the amount of unspent 
CHIP funding that can be spent in FY 2018. Finally, 
the child enrollment contingency fund, also available 
to states that exhaust their CHIP allotments and 
have CHIP enrollment that exceeds a target level, 
is not available after FY 2018. Therefore, the 
Commission urges Congress to act swiftly to renew 
CHIP funding.

Implications
Federal spending. Extending federal CHIP funding 
would increase federal spending because of the 
substantial federal contribution toward covering 
states’ CHIP costs, including the 23 percentage point 
increase in the CHIP matching rate. 

States. An extension of federal CHIP funding would 
permit states to continue providing CHIP-funded 
coverage to low- and moderate-income children. An 
extension would help mitigate the risk of increased 
state Medicaid and uncompensated care spending if 
CHIP funding was not renewed.

Enrollees. An extension of federal CHIP funding 
would mean that CHIP enrollees could retain their 
CHIP coverage, unless their circumstances change in 
ways that affect their eligibility.

Plans and providers. Extending CHIP funding 
would ensure that the plans and providers currently 
participating in CHIP could continue to provide 
services to the CHIP-enrolled population without 
disruption.

Recommendation 1.2
Congress should extend federal CHIP funding for five 
years, through fiscal year 2022 to give federal and 
state policymakers time to develop policies for and 
to implement and test coverage approaches that 
promote seamlessness of coverage, affordability, 
and adequacy of covered benefits for low- and 
moderate-income children.
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Rationale
A five-year extension of CHIP funding would provide 
a longer period relative to the most recent funding 
renewal, recognizing the considerable work needed 
to address a more comprehensive approach to 
children’s coverage. It would also ensure that 
coverage remains available for the vulnerable 
population of low- and moderate-income children 
while federal and state policymakers discuss and 
debate changes in other sources of coverage, 
including exchange markets and Medicaid. 

In its June 2014 report to Congress, the Commission 
anticipated that a two-year transition period would 
be sufficient to address concerns regarding the 
affordability and adequacy of children’s coverage. It 
also stated that if more time was required to ensure 
that needed reforms were implemented, then an 
additional extension of CHIP funding should be 
considered. Meanwhile, the future of other sources 
of coverage—small group and individual markets—
remains unsettled. In addition, Congress is poised 
to consider substantial changes to Medicaid. At this 
time, it is not possible to know the precise nature 
or extent of any such changes, or the timing for 
instituting them. The recommendation for a five-year 
extension recognizes the considerable work needed 
to formulate a more comprehensive approach to 
children’s coverage. A longer-term extension of CHIP 
will provide a stable source of coverage for low- 
and moderate-income children while policymakers 
determine the future of subsidized health insurance. 

Extending CHIP for five years also provides 
budgetary predictability for states. In addition, during 
this five-year period, states will be key partners 
in developing new approaches for improving 
children’s coverage systems and may opt to design 
and implement such strategies. As described 
below, the Commission also recommends the 
creation of planning and implementation grants 
for the development of state-based approaches 
(see Recommendation 1.6). A five-year CHIP 
funding extension would provide time for states to 
implement new approaches and gain experience with 
them while ensuring a stable source of coverage for 

children. These state experiences could inform the 
development of federal policy. 

Implications
Federal spending. Extending federal CHIP funding 
for an additional five years, along with the 
accompanying recommendations in this report 
affecting the MOE and the CHIP matching rate, 
is projected to increase federal spending. The 
Congressional Budget Office (CBO) estimates 
this recommendation would increase net federal 
spending above the agency’s current law baseline 
by approximately $13.2 billion over the five-year 
period of FYs 2017–2021 and approximately $18.7 
billion over the ten-year period of FYs 2017–2026. 
This estimate reflects congressional budget rules 
that require the agency to assume in its current-
law spending baseline that federal CHIP funding 
continues beyond FY 2017 at $5.7 billion each year.

States. An extension of federal CHIP funding would 
permit states to continue providing CHIP-funded 
coverage to low- and moderate-income children. An 
extension would help mitigate the risk of increased 
state Medicaid and uncompensated care spending if 
CHIP funding were not renewed.

Enrollees. An extension of federal CHIP funding 
would mean that CHIP enrollees could retain their 
CHIP coverage, unless their circumstances change in 
ways that affect their eligibility.

Plans and providers. Extending CHIP funding 
would ensure that the plans and providers currently 
participating in CHIP could continue to provide 
services to the CHIP-enrolled population without 
disruption.

Recommendation 1.3
In order to provide a stable source of children’s 
coverage while approaches and policies for a system 
of seamless children’s coverage are being developed 
and tested, and to align key dates in CHIP with the 
period of the program’s funding, Congress should 
extend the current CHIP maintenance of effort and 
the 23 percentage point increase in the federal CHIP 
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matching rate, currently in effect through FY 2019, 
for three additional years, through FY 2022. 

Rationale
The Patient Protection and Affordable Care Act 
(ACA, P.L. 111-148, as amended) put in place an MOE 
provision effective through FY 2019 that requires 
states to maintain the CHIP eligibility levels in place 
on March 23, 2010. The MOE also prohibits states 
from adopting eligibility and enrollment standards or 
methodologies that are more restrictive than those 
in place prior to the enactment of the ACA (§ 2105(d)
(3) of the Act). The purpose of this provision is to 
ensure that children do not lose coverage during a 
time when changes to other aspects of the program 
are underway, such as the creation of new eligibility 
and enrollment systems and the introduction of new 
methods for making eligibility determinations.

The ACA also increased the federal CHIP matching 
rate, known as the enhanced federal medical 
assistance percentage (E-FMAP), by 23 percentage 
points in FYs 2016–2019. The CHIP matching rate 
varies by state, currently ranging from 88 percent to 
100 percent (Appendix 1D). Eleven states and the 
District of Columbia have an E-FMAP of 100 percent, 
20 states receive an E-FMAP equal to or greater than 
90 percent, and 19 have an E-FMAP between 88 
percent and 90 percent. Prior to FY 2016, the CHIP 
E-FMAP ranged from 65 percent to 81 percent.

This recommendation calls for extending the 
CHIP MOE for three additional years to protect the 
stability of children’s coverage. An extension of the 
CHIP MOE through FY 2022 is needed given the 
uncertainty in the coverage environment, the lack 
of comparable coverage alternatives for children, 
and the importance of maintaining the gains made 
in children’s coverage. The CHIP MOE will keep 
coverage for low- and moderate- income children 
stable during this time of uncertainty and change. 

This recommendation also calls for extending 
the 23 percentage point increase to the federal 
CHIP matching rate for three years, through FY 
2022, to align with the recommended extension 
of the CHIP MOE. In the Commission’s view, a 

federal requirement such as the MOE should be 
accompanied by federal funding. 

The Commission is aware of concerns that 
the increase in the E-FMAP has not resulted in 
widespread coverage or care improvements for 
children enrolled in CHIP, suggesting that the 
matching rate could be restored to its prior level 
without affecting the number of children covered by 
CHIP or the quality of that coverage. On the other 
hand, the increase to the CHIP E-FMAP is believed 
to have influenced decisions in Florida and Utah 
in 2016 to expand Medicaid and CHIP coverage 
to lawfully residing immigrant children without 
requiring the five-year wait period (CCF 2016). An 
estimated 1,000 children in Utah and 17,000 in 
Florida are expected to gain coverage as a result of 
these policy changes (CCF 2016). Moreover, in July 
2016, Arizona, which currently has an E-FMAP of 100 
percent, reinstated CHIP, which the state expects to 
cover approximately 30,000 to 40,000 children (CMS 
2016a).

The Commission spent significant time considering 
approaches for the CHIP MOE and the federal 
CHIP matching rate, carefully weighing the need 
for stabilizing children’s coverage with the desire 
to return flexibility to states for the management 
of their programs. In the course of this discussion, 
some commissioners raised concerns that if the 
CHIP MOE requirement was not extended, states 
would cut eligibility levels in response to budgetary 
constraints. Others expressed strong reservations 
about extending the MOE requirement, noting this 
would give the federal government more authority 
over the program and limit state flexibility in a 
program designed to be a federal-state partnership. 
Several commissioners also argued for reducing 
the federal CHIP matching rate back to its historical 
levels, noting both the lack of evidence that the 23 
percentage point increase had resulted in significant 
improvements to children’s coverage and the 
importance of states sharing responsibility for the 
costs of CHIP. 

The Commission considered various phased 
approaches to modifying the MOE and to reducing 
the level of the increase to the E-FMAP while 
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adhering to the principle that any changes to 
the MOE provision should not lead to reductions 
in children’s coverage levels. However, it was 
unclear what modifications to the MOE could 
meet this standard while providing desired 
flexibility. Ultimately, the Commission concluded 
that protecting children’s coverage should take 
precedence over promoting state flexibility at 
this time of great uncertainty in health insurance 
markets. In the future, when the scope and design of 
new public approaches to coverage are in place and 
stable, policymakers may wish to reconsider how to 
balance these objectives.

Implications
Federal spending. Extending the current CHIP 
MOE and the 23 percentage point increase in the 
CHIP E-FMAP through FY 2022 would result in 
increased federal CHIP spending. As stated above 
in Recommendation 1.2, the CBO estimates that 
this recommendation, along with the accompanying 
recommendations for a five year extension of 
federal CHIP funding, would increase net federal 
spending above the agency’s current-law baseline 
by approximately $13.2 billion over the five-year 
period of FYs 2017–2021 and approximately $18.7 
billion over the ten-year period of FYs 2017–2026. 
This estimate reflects congressional budget rules 
that require the agency to assume in its current 
law spending baseline that federal CHIP funding 
continues beyond FY 2017 at $5.7 billion each year.

Under current law, states would have the opportunity 
to roll back coverage after FY 2019 and the federal 
CHIP match would return to its traditional level, 
reducing federal spending. On the other hand, it is 
important to note that increased CHIP spending 
would be offset by reductions in federal spending 
for Medicaid or subsidized exchange coverage, 
which many children would have qualified for in the 
absence of CHIP. 

States. This recommendation would require states 
to maintain CHIP for three additional years within 
current MOE rules, and would provide states an 
increase to the federal CHIP matching rate in FYs 
2020–2022. 

Enrollees. Enrollees will continue to have coverage 
beyond FY 2019, through FY 2022. 

Plans and providers. Extending the CHIP MOE 
would ensure that the plans and providers currently 
participating in CHIP could continue to provide 
services to the CHIP-enrolled population without 
disruption.

Recommendation 1.4
To reduce complexity and to promote continuity of 
coverage for children, Congress should eliminate 
waiting periods for CHIP. (This recommendation was 
first made in the Commission’s March 2014 report to 
Congress.)

Rationale
States are required to have methods in place to 
prevent substitution of public coverage for private 
coverage and some, to satisfy this requirement, 
stipulate that a child be without private coverage for 
a specified period of time before enrolling in CHIP. 
Such waiting periods may not exceed 90 days, and 
there are several mandatory federal exemptions, 
resulting in relatively few children being subject 
to CHIP waiting periods (MACPAC 2014a).5 As of 
November 2016, 36 states, including the District of 
Columbia, do not have waiting periods (CMS 2016b). 

In its March 2014 report to Congress, the 
Commission recommended the elimination of 
waiting periods, citing four primary reasons. First, 
eliminating CHIP waiting periods will reduce 
uninsurance and improve the stability of coverage. 
This is because waiting periods cause children to 
be uninsured before they can be eligible for CHIP. 
Children who are subject to waiting periods are at 
risk of becoming uninsured and of churning back 
and forth between CHIP and other coverage, which 
can disrupt care (MACPAC 2014a).

Second, although CHIP waiting periods were 
instituted to deter crowd-out of private coverage, 
it is not clear that they have been effective. The 
limited research on CHIP waiting periods has 
reached contradictory conclusions, primarily 
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because researchers are using different data sources 
(MACPAC 2014a). In addition, the potential pool 
of children who might be targeted by this strategy 
is small—estimates suggest that only a small 
percentage of uninsured children in the CHIP income 
range had employer-sponsored coverage in the prior 
90 days.

Third, eliminating CHIP waiting periods is consistent 
with the Commission’s goal of more simplified and 
coordinated policies across various programs. 
Neither exchanges nor Medicaid require waiting 
periods, and eliminating CHIP waiting periods would 
make this aspect of CHIP consistent with those 
programs. And fourth, eliminating CHIP waiting 
periods will reduce administrative burden and 
complexity for families, states, health plans, and 
providers.6 

Congressional action to end CHIP waiting periods 
would be consistent with the trend in state actions 
on this policy. For example, of the 37 states that 
began 2013 with CHIP waiting periods, 21 eliminated 
those waiting periods by 2016 (CMS 2016b). 
States have eliminated their CHIP waiting periods 
because of the resulting short-term transitions 
between exchange coverage and CHIP, to reduce 
the additional administrative burden on states, and 
because of the many exemptions (for example, 
having special health care needs or losing coverage 
due to a change in parental employment) among 
those who would otherwise face a CHIP waiting 
period (Caldwell 2013a).

Implications
Federal spending. This recommendation would 
increase federal spending in FY 2017 by $50 million 
to $250 million, based on ranges provided by the 
CBO. Over the five-year period of FYs 2017–2021, 
this recommendation would increase federal 
spending by less than $1 billion. 

States. Ending the use of CHIP waiting periods would 
simplify eligibility and reduce the administrative 
burden associated with determining which children 
are subject to CHIP waiting periods (as well as the 
federal and state exemptions). In states currently 

using CHIP waiting periods, eliminating these waiting 
periods could increase state CHIP spending because 
of the additional months of CHIP coverage. However, 
at least one state predicted that little additional 
cost would result from eliminating the CHIP waiting 
period, considering the administrative cost and 
burden of administering the policy and the relatively 
small number of children who would gain additional 
coverage (Caldwell 2013b).

Enrollees. Because many children can be exempted 
from CHIP waiting periods, the primary impact of 
eliminating the waiting period would be relieving 
families of the administrative burden of verifying 
their exemption and allowing them to avoid any 
associated delays in coverage. For children who are 
subject to a CHIP waiting period and not currently 
exempt, eliminating waiting periods would reduce 
the risk that they will go uninsured during a transition 
in coverage.

Plans and providers. Eliminating CHIP waiting 
periods would reduce the administrative burden 
associated with processing individuals’ moves 
into and out of plans, and can ensure that efforts 
to improve management of enrollees’ care and 
to measure quality of care are not compromised 
because of churning.

Recommendation 1.5
In order to align premium policies in separate CHIP 
with premium policies in Medicaid, Congress should 
provide that children with family incomes below 150 
percent of the federal poverty level not be subject 
to CHIP premiums. (This recommendation was first 
made in the Commission’s March 2014 report to 
Congress.)

Rationale
States are allowed to impose premiums and cost 
sharing in separate CHIP, but under Medicaid-
expansion CHIP, they must adhere to federal 
Medicaid rules, which allow limited or no premiums 
and cost sharing. For all children with CHIP coverage, 
the combined total of premiums and cost sharing 
may not exceed 5 percent of family income. As of 
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January 2016, 26 states required premiums and 25 
required cost sharing in separate CHIP (Brooks et al. 
2016). 

When CHIP was enacted, the ability to charge 
premiums and cost sharing was a key component 
of the flexibility provided to states. Although CHIP 
premiums can help to offset state and federal costs 
of coverage and signal to enrollees the importance 
of their contribution to the cost of coverage, in 
practice these premiums are relatively modest, and 
much lower than typical private coverage premiums. 
However, even at relatively low levels, premiums can 
increase uninsurance among children in families 
with income below 150 percent FPL (MACPAC 
2014a).

Eliminating CHIP premiums for families with 
incomes under 150 percent FPL would reduce 
uninsurance and align CHIP premium policies 
with Medicaid policies for lower-income children. 
Compared to higher-income enrollees, families with 
incomes below 150 percent FPL are more price 
sensitive and less likely to take up CHIP coverage for 
their children when a premium is required (Abdus et 
al. 2013, Herndon et al. 2008). The CHIP premiums 
charged in this income range, generally less than 
$10 per month, are so small that they would not 
represent a significant revenue loss to states if they 
were eliminated—especially as this also removes 
states’ burden in collecting and administering these 
premiums (Kenney et al. 2007).

This recommendation would affect the eight 
states that continue to charge CHIP premiums 
to enrollees in families with incomes below 150 
percent FPL. In 2014, MACPAC estimated that there 
were approximately 110,000 children in families 
with incomes below 150 percent FPL who would be 
subject to CHIP premiums (MACPAC 2014a). This 
recommendation does not call for any change to 
CHIP’s premium policies for families with incomes 
above 150 percent FPL, which is the income 
range for the majority of CHIP enrollees subject to 
premiums. 

Implications
Federal spending. CHIP matching funds would be 
available for any increase in state CHIP spending 
due to loss of premiums or increased enrollment, 
up to the point at which states have expended their 
allotments. CBO estimates that this recommendation 
would have increased federal spending by less than 
$50 million in FY 2017 and by less than $1 billion 
over the five-year period of FYs 2017–2021. These 
are the smallest non-zero ranges provided by CBO. 
This estimate does not exceed $1 billion over the  
ten-year period of FYs 2017–2026.

States. Only eight states charge premiums to 
enrollees in families with incomes below 150 percent 
FPL for separate CHIP coverage (Brooks et al. 2016). 
Due to the transition of CHIP-enrolled children below 
138 percent FPL from separate CHIP to Medicaid-
expansion CHIP, the number of children in families 
with incomes below 150 percent FPL that are subject 
to CHIP premiums is shrinking considerably.

Ending the use of CHIP premiums would affect these 
states in three ways. First, states would lose a small 
amount of revenue from premiums currently paid 
by families with incomes under 150 percent FPL. 
Second, states would likely realize administrative 
savings associated with no longer collecting these 
CHIP premiums. The amount of revenue from CHIP 
premiums obtained from families with incomes 
below 150 percent FPL is relatively small compared 
to the administrative costs of collecting them 
(Kenney et al. 2007). Third, some increased CHIP 
spending would result from increased enrollment, 
from children otherwise prevented from enrolling by 
the premiums.

Enrollees. If states no longer charge CHIP premiums 
to families with incomes below 150 percent FPL, 
an estimated 110,000 children would be exempted 
from CHIP premiums. As a result of ending these 
premiums, additional children might also enroll in 
CHIP, reducing uninsurance but also private coverage 
(Abdus et al. 2013, Herndon et al. 2008).

Plans and providers. Plans would no longer have 
to obtain premiums from newly exempted families, 
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which would reduce administrative burden and 
increase enrollee retention. Ending CHIP premiums 
for families with incomes below 150 percent FPL 
might also increase CHIP enrollment in the eight 
affected states.

Ending CHIP premiums for families with incomes 
below 150 percent FPL would not have significant 
direct effects on providers.

Recommendation 1.6
Congress should create and fund a children’s 
coverage demonstration grant program, including 
planning and implementation grants, to support 
state efforts to develop, test, and implement 
approaches to providing for CHIP-eligible children 
seamless health coverage that is as comprehensive 
and affordable as CHIP. 

Rationale
This recommendation calls for establishing 
planning and implementation demonstration grants 
to support interested states in developing and 
testing models for improved coverage systems that 
specifically focus on children. Such models could 
be developed using existing state plan and waiver 
authorities, such as those available under Sections 
1115 and 1332 of the Act.

It is the Commission’s view that state innovation 
will be a key driver in improving the system of 
coverage for low- and moderate-income children, 
and that federal support of those efforts is critical. 
The children’s coverage demonstration grant 
program would ease financial barriers to states 
wishing to transform their children’s coverage 
system. Developing options for a seamless system 
of coverage across available coverage sources that 
ensures CHIP-eligible children have affordable and 
comprehensive coverage will require resources 
for research and analysis of markets, needs 
assessments, stakeholder and expert engagement, 
as well as legal, regulatory, policy, and cost analyses. 
Without federal funding, these analyses may not be 
feasible for states to pursue. Because such activities 
are typically not eligible for federal match under state 

plan authority, states have used waiver authority and 
grant funding to finance these planning activities.

The models through which states would achieve this 
goal will provide information on how new systems 
of children’s coverage could be implemented, their 
effects, and scalability to other states. For example, 
many states implemented Medicaid managed care 
delivery systems through demonstrations, which, 
with increased state experience, have become a 
permanent feature of the program. Congress has a 
track record of providing funding to support state 
planning and implementation efforts to transform 
health care coverage and delivery, for example: 

•	 �States had the opportunity to apply for planning 
grants to develop state plan amendments for 
implementing health homes for enrollees with 
chronic conditions (§ 1945 of the Act).7 States 
used these funds to hire contractors; to conduct 
feasibility studies, consumer and provider 
outreach, and training; and to develop reporting 
systems (CMS 2010). 

•	 �Some states received federal financial support to 
transition from institution-based to community-
based long-term care systems through the Real 
Choice Systems Change grant program (Shirk 
2007). States used grant funds to develop the 
necessary regulatory, administrative, program, 
and funding infrastructure around such 
transitions, but not to fund services (CMS 2006).8  

•	 �The State Innovation Model initiative provided 
grants to states to design and test alternative 
payment or new service delivery models that 
would reduce program expenditures while 
preserving or enhancing the quality of care  
(§ 1115A(a)(1) of the Act, Spencer and Freda 
2016). The model design grant awards were 
intended to support state planning activities 
to develop a state health care innovation 
plan. These activities included stakeholder 
engagement, analysis of state and federal policy 
and regulation, and gap analyses of the resources 
necessary to implement a payment or delivery 
model (CMS 2012).9 



March 201718

Chapter 1: The Future of CHIP and Children’s Coverage


Implications
Federal spending. The children’s coverage 
demonstration grant program would likely increase 
federal spending by the total amount appropriated 
for the grants. There could also be downstream 
federal spending effects related to increased 
enrollment depending on systems of coverage 
implemented by states under these demonstrations.

States. This recommendation would enable 
states to engage in planning and implementation 
activities for a more seamless system of children’s 
coverage that they might otherwise have forgone. 
This recommendation would result in greater state 
experience with innovative systems of children’s 
coverage and understanding of their effects in 
participating states.

Enrollees. Enrollees in participating states could 
experience some changes in coverage, including 
smoother transitions between coverage and less 
drastic changes in cost sharing and coverage of 
benefits from one coverage source to another. 
Enrollees would remain insured and their coverage 
would remain as comprehensive and affordable as 
CHIP.

Plans and providers. Plans and providers currently 
participating in coverage sources could continue that 
coverage without disruption. They may experience 
some changes related to how much enrollee out-of-
pocket costs are allowed and how they are paid, and 
changes in the delivery of services for children who 
transition in or out of the plan or practice.

Recommendation 1.7
Congress should permanently extend the authority 
for states to use Express Lane Eligibility for children 
in Medicaid and CHIP. The Commission noted 
its support for this policy in a 2014 letter to the 
Secretary of the U.S. Department of Health and 
Human Services (MACPAC 2014c).

Rationale
Express Lane Eligibility (ELE) authority allows states 
to streamline their Medicaid and CHIP application 
processes and has resulted in favorable gains in 
coverage and administrative savings. Specifically, 
ELE permits states to rely on findings from 
another program designated as an Express Lane 
agency when making Medicaid and CHIP eligibility 
determinations (including renewals of eligibility), 
without regard to differences in rules between 
the programs for counting income and household 
composition. Other Express Lane agencies include 
the Supplemental Nutrition Assistance Program 
(SNAP), the National School Lunch Program (NSLP), 
and Head Start. CHIPRA created the state plan 
option for ELE, authorizing it through FY 2013. Most 
recently, MACRA extended authority for the ELE 
option for children in Medicaid or CHIP through 
September 30, 2017 (it had been scheduled to expire 
on September 30, 2015). 

As of January 1, 2016, eight states use ELE for 
children at Medicaid enrollment, five states use 
ELE for CHIP enrollment, seven states use ELE 
for children at Medicaid renewal, and three states 
use ELE for CHIP renewal (KFF 2016). A federal 
evaluation indicated that as of December 2013, 
nearly 1.4 million children enrolled in Medicaid or 
CHIP and retained coverage through ELE processes. 

Federal evaluations have found that some states 
reported that implementing ELE resulted in 
administrative savings, although states generally 
lacked data to support these findings (OIG 2016, 
Hoag et al. 2013). For example, one state reportedly 
saved $7.3 million between 2011 and 2014, and 
another state reported that the Medicaid agency 
saved $25.77 per initial enrollment and $5.15 per 
renewal. Savings were the result of reduced staff 
time to complete eligibility determinations due to 
simplified enrollment processes, according to state 
reports (OIG 2016).

The Commission recommends permanently 
extending ELE authority because of the favorable 
enrollment gains and administrative savings 
reported by states that implemented the ELE policy 
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option. The ELE option is consistent with MACPAC’s 
view that stability of children’s coverage during 
a period of flux in coverage markets is critical. 
Streamlined processes, in which enrollment in 
coverage is not dependent on families supplying 
or resupplying documentation to states for initial 
eligibility determinations or renewals, reduce the risk 
of children losing their coverage for administrative 
reasons, thus stabilizing their coverage status.

An extension of ELE authority is necessary to allow 
states to maintain coverage gains. Without an 
extension, states that have implemented this option 
would be likely to incur additional costs in reverting 
to legacy eligibility processes. Should authority 
for the ELE option expire, the states that have 
implemented this option could only continue to do 
so under a Section 1115 waiver. 

This recommendation presumes that ELE 
does not result in additional incorrect eligibility 
determinations. 

Implications
Federal spending. CBO estimates that this 
recommendation would result in net federal 
spending of approximately $400 million over the five-
year period of FYs 2017–2021, and approximately 
$1.1 billion over the ten-year period of FYs 2017–
2026. Increased federal spending is expected to 
result from increased enrollment and retention of 
Medicaid- and CHIP-eligible children. This estimate is 
similar to CBO’s estimates of the President’s FY 2017 
budget (CBO 2016).

States. This recommendation would allow states 
currently using ELE in Medicaid or CHIP to continue 
to do so, and additional states could adopt the 
policy. If authority for the ELE option expires, the 
states that have implemented this option could 
only continue to do so under a Section 1115 waiver. 
Otherwise, they would have to revert to non-ELE 
eligibility processes, which may require states to hire 
additional staff to conduct eligibility determinations. 
For example, Louisiana was able to reduce its 
eligibility workforce by about 200 positions when it 
implemented ELE without reducing enrollee access 

to coverage (Kennedy 2014). Louisiana may need to 
re-hire many of these staff to process applications 
and renewals if ELE authority is not extended. In 
addition, ELE may produce administrative savings 
for states when compared to traditional enrollment 
methods (Hoag et al. 2013).

Enrollees. Automated ELE processes can increase 
enrollment of children in Medicaid and CHIP and 
possibly lead to reductions in churn and uninsurance 
because it allows states to rely on eligibility findings 
from other agencies (Hoag et al. 2013).The effect 
on children enrolled in Medicaid and CHIP of a 
permanent extension of ELE authority for states, 
however, will differ depending on their state of 
residence. Children in states that have implemented 
ELE will continue to experience a more streamlined 
eligibility determination or renewal process. Families 
would not be required to reproduce certain eligibility 
documentation they had already provided to other 
agencies. Due to this administrative simplicity, 
enrollees could experience shorter wait times to 
enroll in coverage, undergo less churn, and benefit 
from continuity of care with their medical providers.

Plans and providers. If authority for ELE is extended, 
plans and providers could benefit from a more stable 
enrollee population with less churn.

Recommendation 1.8
The Secretary of the U.S. Department of Health and 
Human Services, in consultation with the Secretaries 
of the U.S. Department of Agriculture and the U.S. 
Department of Education, should, not later than 
September 30, 2018, submit a report to Congress on 
the legislative and regulatory modifications needed 
to permit states to use Medicaid and CHIP eligibility 
determination information to determine eligibility 
for other designated programs serving children and 
families.

Rationale 
Express Lane authority does not allow other 
designated assistance programs to consider 
Medicaid eligibility determination findings. ELE 
streamlines the application process when families 
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have applied to partner agencies before applying 
to Medicaid and CHIP, but not when families apply 
to Medicaid or CHIP before applying to partner 
agencies. For example, Colorado allows families to 
use eligibility findings from the NSLP to facilitate 
enrollment in CHIP (CMS 2016c). Families that apply 
for NSLP go through one application process to 
determine their eligibility for both programs. On the 
other hand, a family that applies for CHIP first still 
has to complete a separate application process for 
NSLP. This creates additional administrative burden 
for families and for state agencies, which have to 
gather and verify documentation twice. 

In light of the Commission’s findings on ELE 
authority, more information is needed to understand 
the changes necessary to modify ELE authority so 
that designated programs can use Medicaid or CHIP 
eligibility determination information. Specifically, the 
report should describe the legislative and regulatory 
changes necessary to allow designated programs to 
use publicly subsidized health program findings to 
determine eligibility for other programs. The report 
should also assess the operational challenges and 
technical feasibility of this policy, and evaluate the 
implications of broadening ELE authority. 

This recommendation builds on the Commission’s 
recommendation that ELE authority be made a 
permanent state option. The report would explore 
how such a policy would reduce administrative 
burden for families who seek health coverage first, 
and then seek the support of other designated 
programs such as SNAP, NSLP, or Head Start. 
The report should also assess how to reduce 
administrative burden for states by allowing them 
to use one eligibility determination for multiple 
programs no matter which program a family 
approaches first. 

Implications
Federal spending. CBO estimates that a report to 
Congress would result in negligible federal costs, 
although the responsibility for such a report would 
increase the administrative effort for the Secretary, 
as well as for the Secretaries of Agriculture and 
Education. 

States. In completing the report, the Secretary is 
likely to consult with state agencies that administer 
Medicaid, CHIP, and other designated ELE programs. 
States may be asked to provide information on 
program eligibility requirements, families’ eligibility 
information that is collected by each program’s 
application process, and the changes necessary to 
use eligibility determination from one program to 
satisfy application requirements of another. 

Enrollees. The Secretary’s report would not have a 
direct effect on Medicaid and CHIP enrollees. Over 
time, however, the report could recommend policies 
that would streamline the application process and 
reduce administrative burden for enrollees. 

Plans and providers. The Secretary’s report would 
not have a direct effect on Medicaid and CHIP 
managed care plans or health care providers. 

Recommendation 1.9
Congress should extend funding for five years 
for grants to support outreach and enrollment of 
Medicaid and CHIP eligible children, the Childhood 
Obesity Research Demonstration projects, and the 
Pediatric Quality Measures Program, through fiscal 
year 2022.

Rationale
The Commission is recommending extending 
funding for these programs, which in previous years 
has been renewed along with CHIP funding. These 
programs focus on improving aspects of coverage or 
care for children enrolled in Medicaid or CHIP.

Grants to support outreach and enrollment of 
Medicaid- and CHIP-eligible children. In addition 
to providing a source of coverage for low- and 
moderate-income children, the enactment of CHIP 
created incentives for states to proactively search 
for CHIP- and Medicaid-eligible children who are 
uninsured and to enroll them in coverage rather 
than waiting for children and their families to initiate 
the process. To support such proactive efforts, 
CHIPRA established outreach and enrollment grants, 
appropriating $100 million for FYs 2009–2013. 
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Funding was most recently renewed under MACRA 
at $40 million for FYs 2016–2017. These funds 
provide support to states, tribes, and community-
based organizations for a variety of outreach and 
enrollment activities. Funds have also supported a 
national outreach and enrollment campaign (CMS 
2016d). 

State officials have reported that the CHIPRA 
outreach and enrollment grants have helped to 
support their own outreach efforts, which would 
have to be scaled down without federal funding; 
these grants have also supported the efforts of 
community-based organizations that are sometimes 
coordinated with the state (Harrington et al. 2014). 
Such grants are needed to maintain the historic 
successes in finding and enrolling eligible children 
and in helping them retain coverage at renewal. 
Arguably, the children who remain uninsured are 
the hardest to reach and thus sustained efforts are 
required to encourage them to enroll. Efforts are 
typically directed at teens, Latino children, children in 
families with mixed citizenship status, and children 
in families with mixed eligibility for Medicaid and 
CHIP (KCMU 2013, Kenney et al. 2010). 

Without such funding, reduced attention to outreach 
could lead to increased uninsurance among children, 
reversing gains made in recent years. Absent such 
grants, state spending on outreach and enrollment 
would be limited by federal law to the 10 percent cap 
on CHIP administrative spending.

The Childhood Obesity Research Demonstration 
project. The Childhood Obesity Research 
Demonstration (CORD) was established in CHIPRA 
to identify health care and community strategies 
to combat childhood obesity in children age 2–12 
who are enrolled in or eligible for Medicaid or CHIP 
(Dooyema et al. 2013). Funding for this effort was 
most recently extended under MACRA, at $10 million 
for the period of FYs 2016–2017. 

In 2015, an estimated 10.8 percent of Medicaid and 
CHIP enrollees age 0–18 were obese (MACPAC 
2016e). One estimate places the annual health care 
costs for children treated for obesity covered by 
Medicaid at about $6,700 per child, compared to 

about $3,700 for those under private coverage. The 
national cost of childhood obesity is estimated at 
approximately $11 billion for children with private 
insurance and $3 billion for those with Medicaid 
(Marder and Chang 2006). 

CORD project grantees are evaluating whether multi-
level, multi-setting approaches that integrate primary 
care with public health strategies can improve 
health behaviors and reduce childhood obesity. For 
example, the second phase of CORD grants, which 
began in June 2016, focuses on preventive services 
to individual children and families in Arizona and 
Massachusetts, a change from the community-wide 
public health interventions funded in the first phase. 

The demonstration uses a consistent set of outcome 
and process measures across all projects in addition 
to measures that are unique to each funded project 
(Sebelius 2014a). An evaluation is underway and 
so far suggests favorable outcomes; however, final 
results will not be available until spring 2017. 

The Commission supports continued research 
into strategies aimed at reducing and preventing 
childhood obesity among children enrolled in 
Medicaid and CHIP. Continued federal funding is 
important to efforts to develop and test strategies to 
reduce childhood obesity, as well as disseminating 
results. 

The Pediatric Quality Measures Program. The 2009 
renewal of CHIP funding focused federal attention 
and resources on measuring the quality of pediatric 
care. In 2009, the Centers for Medicare & Medicaid 
Services (CMS) developed a core set of children’s 
health care quality measures for children in Medicaid 
and CHIP, the first focused effort to measure the 
quality of publicly funded children’s health care in a 
consistent way on a national level. Since 2010, state 
participation in reporting the voluntary core set of 
child health measures has increased; by FY 2014, 
all 50 states and the District of Columbia reported 
at least one measure (CMS 2016e, CMS 2011). The 
number of measures reported by each state has 
also increased, from a median of 10 in FY 2010 to a 
median of 16 in FY 2014 (CMS 2016e, CMS 2011). 
The core set for children’s measures has grown from 
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an initial list of 24 measures in 2010 to 26 measures 
in 2016 (CMS 2016f).

CHIPRA also established the Pediatric Quality 
Measures Program (PQMP) to improve and 
strengthen the initial child core set. In its initial 
phase, the PQMP funded seven Centers of 
Excellence, which brought together experts, 
including researchers, providers, state Medicaid and 
CHIP officials, and patient and family advocates, 
to develop and improve pediatric quality measures 
(AHRQ 2016, Sebelius 2014b). MACRA extended 
funding of $20 million over fiscal years 2016 and 
2017. Measures developed include prenatal care 
screening, alcohol and drug screening of depressed 
adolescents, prevention and appropriateness 
of asthma-related emergency department use, 
and identification of children with disabilities. 
In its current phase, the PMQP is focused on 
disseminating and implementing the quality 
measures developed by the Centers of Excellence. 

Current PMQP grantees are assessing the feasibility 
and usability of the measures at the state, health 
plan, and provider levels (AHRQ 2016). An extension 
of PQMP funding will allow the Secretary to continue 
to develop, test, validate, and disseminate new child 
health quality measures, and to continue revising 
existing measures for children enrolled in Medicaid 
and CHIP. In a November 2014 letter to Congress, 
MACPAC stated that the needed investments in 
quality measurement are relatively small, but that 
they are important investments in the program, 
not only for those whose care is financed by 
Medicaid and CHIP but also for taxpayers (MACPAC 
2014d). In the letter, MACPAC noted several key 
areas in which ongoing work is needed to build on 
the progress made to improve quality of care for 
those with Medicaid and CHIP coverage, including 
strengthening CMS’s capacity to calculate quality 
measures for states, improving quality measures for 
individuals with disabilities, and expanding the use of 
core quality measures in state quality improvement 
efforts. Continuation of the PQMP could also support 
efforts to measure and improve care provided to 
children with special health care needs enrolled in 
Medicaid and CHIP coverage.

Implications
Federal spending. Extending funding for outreach 
and enrollment grants, CORD projects, and the PQMP 
is projected to increase federal spending by $175 
million over five years (FYs 2018–2022). There is 
also likely to be some associated burden related 
to administering the grant application process, 
providing technical assistance to grantees, and 
overseeing evaluation efforts. Successful project 
management could not continue without federal 
administrative support for these programs. 

States. A funding extension is likely to have different 
implications for states depending on state interest 
in these programs. An extension would ensure 
support for state- and community-based efforts 
to perform outreach and enrollment activities. 
States can use CORD grant funds to design 
and test new interventions to reduce childhood 
obesity. In addition, an extension of federal support 
for continued improvement of pediatric quality 
measures may encourage more states to participate 
in voluntary reporting. As more states report on more 
measures, they can use this information to target 
quality improvement efforts for child health and 
compare their performance with that of other states. 

Enrollees. The implications of a funding extension 
for families and enrollees will differ depending on 
states’ current and future interest in these programs. 
A funding extension will allow states to continue 
their outreach, enrollment, and renewal efforts, which 
help children gain or maintain CHIP coverage. For 
children in Massachusetts and Texas, which are 
operating CORD demonstration projects, extended 
funding could maintain access to project activities 
such as nutritional counseling and clinic screenings. 
Extended funding for PQMP is likely to have little 
direct effect on enrollees, but who likely would 
benefit indirectly from continued federal focus on 
improving the quality of children’s health care. 

Plans and providers. Extending funding for these 
programs could allow plans and providers to use 
grant funds to undertake outreach and enrollment 
activities, to partner with states to design and 
test new strategies to reduce childhood obesity, 
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to develop new pediatric quality measures, and to 
revise existing pediatric quality measures. Extended 
funding would also ensure that plans and providers 
engaged in these efforts could continue them 
without disruption. Funding for PQMP could increase 
administrative burden for health plans, if states 
implement reporting requirements for new measures 
in Medicaid and CHIP managed care contracts. 
On the other hand, increased reporting could shed 
light on the quality of care plans that providers are 
providing to enrollees, either by documenting issues 
or successes. 

Federal Budget Implications
When making recommendations, the Commission 
considers the budgetary consequences and 
consults with the Congressional Budget Office to 
obtain cost estimates. The Congressional Budget 
Office estimates that the combined federal costs of 
MACPAC’s recommendations will be approximately 
$13.2 billion for the five-year period FY 2017 through 
2021, and approximately $18.7 billion for the ten-year 
period of FY 2017 through 2026.

Although certain members of MACPAC’s 
congressional committees of jurisdiction have 
requested that MACPAC recommend budgetary 
offsets for recommendations that would increase 
federal spending, the Commission is not prepared 
to recommend any particular offsets at this time. 
Instead we have compiled a list of previous savings 
proposals that have been scored by CBO as well as 
proposals that have been offered in the President’s 
budget, introduced as legislation, and developed by 
others (Appendix 1E). The methodology for inclusion 
of proposals on this list is described in the appendix.

The Commission has not voted on nor has it 
endorsed any specific proposal on this list. Moreover, 
MACPAC has not analyzed the merits or effects of 
these proposals on the availability of coverage to 
low-income individuals, access to care, or benefits 
nor their potential impact on states, health plans, 
providers, or others. Such effects would not be 

apparent in the cost savings estimate alone. As 
such, the list should be viewed with caution. 

In the statute creating MACPAC, Congress charges 
the Commission with reviewing Medicaid and CHIP 
policies, including their relationship to access and 
quality of care for Medicaid beneficiaries. Therefore 
all of the proposals on this list are Medicaid or 
CHIP policies; in considering policies that increase 
federal Medicaid or CHIP spending, Congress could 
choose to enact other proposals affecting spending 
or revenues, including those from outside CHIP or 
Medicaid. 
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Endnotes
1	 CMS believes these totals are accurate. However, 
according to CMS, reporting challenges in FY 2015 may 
have impacted separate CHIP and Medicaid-expansion CHIP 
enrollment totals.

2	 The National Center for Health Statistics reports 
insurance coverage data collected in the National Health 
Interview Survey using the age range of 0 through 17 years.

3	 On November 25, 2015, the U.S. Department of Health 
and Human Services (HHS) released a congressionally 
mandated study of whether exchange benefits and cost 
sharing are comparable to separate CHIP (CMS 2015). 
Consistent with MACPAC’s findings, HHS found that no 
exchange plans are comparable to CHIP with respect to 
premiums and cost sharing. The HHS study also looked 
at covered benefits and found that benefit packages in 
CHIP are generally more comprehensive for dental, vision, 
and habilitation services and are more comprehensive for 
children with special health care needs than exchange 
plans. For benefits typically covered by commercial plans, 
such as physician, laboratory, and radiological services, HHS 
found that coverage is similar between CHIP and exchange 
plans. This is also consistent with MACPAC’s prior analyses 
(CMS 2015, MACPAC 2015).

4	 This MACPAC estimate is based on FY 2017 CHIP 
allotments. 

5	 Children must be exempted from the waiting period if 
any of the following applies: (1) the additional out-of-pocket 
premium to add the child to an employer plan exceeds 5 
percent of income; (2) a parent is eligible for subsidized 
exchange coverage because the premium for the parent’s 
self-only employer-sponsored coverage exceeds 9.5 
percent of income; (3) the total out-of-pocket premium for 
employer-sponsored family coverage exceeds 9.5 percent 
of income; (4) the employer stopped offering dependent 
coverage (or any coverage); (5) a change in employment, 
including involuntary separation, resulted in the child’s loss 
of employer-sponsored insurance (regardless of potential 
eligibility for COBRA coverage); (6) the child has special 
health care needs; or (7) the child lost coverage due to the 
death or divorce of a parent.

6	 In addition, because most of the states with CHIP waiting 
periods rely on the federally facilitated exchange, which 
is generally not able to determine CHIP eligibility where 
waiting periods exist, CHIP waiting periods are a barrier to 
streamlined, coordinated eligibility determinations (HHS 
2013).

7	 The federal government made $500,000 in federal 
matching funds available to states as planning grants 
to support efforts to develop a state plan amendment 
(§ 1945(c)(3) of the Act). Twenty states received health 
home planning grants, and CMS approved 28 state plan 
amendments from 20 states as of July 2016 (CMS 2016g).

8	 Between 2001 and 2004, grant awards ranged from 
$300,000 to $800,000 to be used over a three- or four-year 
period; beginning in 2005, fewer grants were awarded, but 
the grant amounts were larger and generally for a five-year 
period (CMS 2016h). States had to contribute 5 percent 
in non-federal share to the total grant award (Shirk 2007). 
In total, CMS awarded more than $288 million to states 
between 2001 and 2010 (CMS 2016h).

9	 In the two grant award phases since 2012, the Center for 
Medicare & Medicaid Innovation has awarded model design 
grants ranging from $750,000 to $3 million to 36 states 
and 3 territories. Model design grantees are expected to 
complete a state health care innovation plan and apply for 
model testing grants in subsequent rounds of funding  
(CMS 2016i).
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Dissenting Statement
I have been asked by the Chair to provide a brief discussion for the record of my reasons for dissenting 
from the Commission’s recommendations that were brought to a vote during the December 15, 2016 
meeting. Before doing so I will state that my dissent should not be interpreted as a repudiation of the 
CHIP program. I support and applaud the important access to health care it has provided to millions of 
children over the last two decades. Rather, I dissent from the Commission’s recommendations for specific 
Congressional action regarding the future of the program. 

Recommendation 1.1: I agree that Congress should extend federal CHIP funding for a transition period, 
during which time alternative approaches for a more coordinated and seamless system of comprehensive, 
affordable coverage for children can be developed and tested, while maintaining a stable source of 
children’s coverage. 

Recommendation 1.2: I disagree that the extension should be for five years. The next Congress will 
undertake comprehensive health care reform and is expected to replace or repeal elements of the ACA. 
One of the critical failures of the ACA was to integrate CHIP and deliver affordable, high-quality children’s 
coverage to working families. The Commission has discussed and reported the benefit gaps and 
affordability challenges for children under the ACA in its June 2014, March 2015, and March 2016 reports 
to Congress. Perpetuating CHIP as a freestanding program means that many families who do not qualify 
for CHIP will continue to pay higher premiums for less comprehensive exchange coverage. Rather than 
extending CHIP for five years, Congress should use the upcoming legislative opportunity to ensure there is 
what the Speaker of the House Paul Ryan has called “a better way” designed specifically for all the children 
of working families.

Recommendation 1.3: I also disagree with the first component of this recommendation, which calls for a 
five-year extension of the current CHIP MOE. The MOE freezes states in place and renders them unable 
to adapt to the changing health insurance landscape they confront. It effectively disenfranchises the 
voters and their representatives in individual states by holding hostage federal funding. States have 
demonstrated a vibrant capacity to innovate in health care funding and delivery. Regarding the second 
component, I am entirely opposed to extending the increase to the E-FMAP rate for five years. I find the 
Commission’s rationale unpersuasive. An E-FMAP of 100 percent federalizes what should be a state-
directed program and leaves states with no skin in the game. I see no evidence that these billions of dollars 
of unrestricted funding have produced any meaningful change in children’s health outcomes. These funds 
should be redeployed by Congress for some more useful, well-documented purpose, such as reducing the 
premiums paid by working families for their children’s health care coverage.

Recommendation 1.6: I am very supportive of creating and funding a demonstration grant program to 
support state innovation in children’s coverage. Such a demonstration would likely require removal of the 
MOE requirements.

I support the program improvements and extensions outlined in the Commission’s recommendations 1.4, 
1.5, and 1.7 through 1.9.

In summary, while I concur with many of the Commission’s recommendations in this special report, I am 
constrained to dissent from the package as a whole. At this point in time, Congress should leverage its 
current focus on health policy to consider what has enabled CHIP to maintain unwavering bipartisan 
support for two decades. It should incorporate those success factors—chief among them being a child-
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centered focus and state flexibility—into the insurance reforms it seeks to enact in the next session. And 
it should explicitly and mindfully address the need that all of America’s children have for comprehensive, 
affordable, high-quality health care.

Christopher Gorton, MD, MHSA 
Commissioner
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Commission Vote on Recommendations
In its authorizing language in the Social Security Act (42 USC 1396), Congress requires MACPAC to 
review Medicaid and CHIP policies and make recommendations related to those policies to Congress, 
the Secretary of the U.S. Department of Health and Human Services, and the states in its reports to 
Congress, which are due by March 15 and June 15 of each year. Each Commissioner must vote on 
each recommendation, and the votes for each recommendation must be published in the reports. The 
recommendation included in this report, and the corresponding voting record below, fulfills this mandate.

Per the Commission’s policies regarding conflicts of interest, the Commission’s conflict of interest 
committee convened prior to the vote to review and discuss whether any conflicts existed relevant to the 
recommendations on CHIP. It determined that, under the particularly, directly, predictably, and significantly 
standard that governs its deliberations, no Commissioner has an interest that presents a potential or 
actual conflict of interest.

The Future of CHIP and Children’s Coverage
1.1  �Congress should extend federal CHIP funding for a transition period that would maintain a stable 

source of children’s coverage and provide time to develop and test approaches for a more coordinated 
and seamless system of comprehensive, affordable coverage for children.

1.2  �Congress should extend federal CHIP funding for five years, through fiscal year 2022 to give federal 
and state policymakers time to develop policies for and to implement and test coverage approaches 
that promote seamlessness of coverage, affordability, and adequacy of covered benefits for low- and 
moderate-income children.

1.3  �In order to provide a stable source of children’s coverage while approaches and policies for a system 
of seamless children’s coverage are being developed and tested, and to align key dates in CHIP with 
the period of the program’s funding, Congress should extend the current CHIP maintenance of effort 
and the 23 percentage point increase in the federal CHIP matching rate, currently in effect through FY 
2019, for three additional years, through FY 2022.

1.4  �To reduce complexity and to promote continuity of coverage for children, Congress should eliminate 
waiting periods for CHIP. (This recommendation was first made in the Commission’s March 2014 
report to Congress.)

1.5  �In order to align premium policies in separate CHIP with premium policies in Medicaid, Congress 
should provide that children with family incomes below 150 percent of the federal poverty level not be 
subject to CHIP premiums. (This recommendation was first made in the Commission’s March 2014 
report to Congress.)

1.6  �Congress should create and fund a children’s coverage demonstration grant program, including 
planning and implementation grants, to support state efforts to develop, test, and implement 
approaches to providing for CHIP-eligible children seamless health coverage that is as comprehensive 
and affordable as CHIP. 
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1.7  �Congress should permanently extend the authority for states to use Express Lane Eligibility for 
children in Medicaid and CHIP. (The Commission noted its support for this policy in a 2014 letter to the 
Secretary of the U.S. Department of Health and Human Services.)

1.8  �The Secretary of the U.S. Department of Health and Human Services, in consultation with the 
Secretaries of the U.S. Department of Agriculture and the U.S. Department of Education, should, 
not later than September 30, 2018, submit a report to Congress on the legislative and regulatory 
modifications needed to permit states to use Medicaid and CHIP eligibility determination information 
to determine eligibility for other designated programs serving children and families.

1.9  �Congress should extend funding for five years for grants to support 
outreach and enrollment of Medicaid and CHIP eligible children, the 
Childhood Obesity Research Demonstration projects, and the Pediatric 
Quality Measures Program, through fiscal year 2022.

	 Yes: �	� Burwell, Carte, Cohen, Cruz, Douglas, George, Gold,  
Gray, Lampkin, Martínez Rogers, Milligan, Retchin,  
Rosenbaum, Szilagyi, Thompson, Weil

	 No: 	 Gorton

16 Yes

1 No

0 Not Voting
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APPENDIX 1A: Overview  
of CHIP 
The State Children’s Health Insurance Program 
(CHIP), created in 1997, is a joint federal-state 
program established to provide coverage to 
uninsured children in families whose incomes are 
too high to qualify for Medicaid. In fiscal year (FY) 
2015, 8.4 million children and 4,200 pregnant women 
received CHIP-funded coverage.1 

History and Impact of CHIP
CHIP was created as part of the Balanced Budget 
Act of 1997 (BBA 97, P.L. 105-33). To encourage 
states to participate, CHIP provided states with 
enhanced federal financing and greater flexibility in 
program design compared to Medicaid. At the time, 
it was uncertain how many states would respond 
to this new federal funding opportunity. By FY 2000, 
however, every state, territory, and the District of 
Columbia had children enrolled in CHIP-financed 
coverage. 

Since the enactment of CHIP, the number of children 
lacking health insurance has declined substantially 
from 10 million children in 1997, many of whom were 
in working families with incomes just above their 
states’ Medicaid eligibility levels, to 3.3 million in 
2015 (Cohen et al. 2016, Martinez and Cohen 2012). 
Seventy percent of this decline was due to additional 
enrollment of children in Medicaid rather than CHIP; 
however, this increase is often attributed to the 
availability of a new source of coverage and the new 
focus, concurrent with CHIP’s passage, on reaching 
out to eligible uninsured children (Dubay et al. 2007). 

Since CHIP’s enactment in 1997, federal funding 
for the program has been renewed several times, 
most recently by the Medicare Access and CHIP 
Reauthorization Act of 2015 (MACRA, P.L. 114-10), 
which extended funding for FYs 2016–2017  
(Box 1A-1).

Key CHIP Design Features
CHIP covered 8.4 million children at a total combined 
state and federal cost of $13.7 billion in FY 2015; 
this makes it a relatively small program compared to 
Medicaid, which covered 81.0 million individuals with 

BOX 1A-1. Legislative History of Federal CHIP Funding Renewals
•	  �The Balanced Budget Act of 1997 (BBA 97, P.L. 105-33) authorized and funded CHIP for ten 

years, FYs 1998–2007.

•	  �The Medicare, Medicaid, and SCHIP Extension Act of 2007 (MMSEA, P.L. 110-173) extended 
funding through March 31, 2009.

•	  �The Children’s Health Insurance Program Reauthorization Act of 2009 (CHIPRA, P.L. 111-3) 
extended funding through FY 2013.

•	  �The Patient Protection and Affordable Care Act of 2010 (ACA, P.L. 111-148, as amended) 
extended funding through FY 2015.

•	  �The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA, P.L. 114-10) extended 
funding through FY 2017.
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combined federal and state spending totaling $556.0 
billion that same year (MACPAC 2016a, MACPAC 
2016b). As with Medicaid, CHIP is administered 
by states within federal rules, and states receive 
federal matching funds for program spending. CHIP, 
however, differs from Medicaid in a variety of ways.

Program design
CHIP gives states flexibility to create their programs 
as an expansion of Medicaid, as a program entirely 
separate from Medicaid, or as a combination of both 
approaches. For states with Medicaid-expansion 
CHIP, federal Medicaid rules generally apply. 
Separate CHIP generally operates under a separate 
set of federal rules that allows states to design 
benefit packages that look more like commercial 
insurance than Medicaid. Under separate CHIP, 
states may also charge premiums, create waiting 
periods, and brand and market their programs 
separately from Medicaid.

As of January 2016, 10 states (including the District 
of Columbia) and 5 territories ran CHIP as a Medicaid 
expansion, 2 states operated separate CHIP and 39 
states operated a combination program. Of the 8.4 
million children enrolled in CHIP-funded coverage 
during FY 2015:

•	 40.0 percent (3.4 million) were children age 
0–18 in separate CHIP;

•	 56.0 percent (4.7 million) were children in 
Medicaid-expansion CHIP; and

•	 3.9 percent (0.3 million) were unborn children 
in separate CHIP (Appendix 1B).

Nearly every state that was once categorized as 
having only separate CHIP now has a combination 
program. This shift to combination programs is 
due to the implementation of two provisions of the 
Patient Protection and Affordable Care Act (ACA, P.L. 
111-148, as amended) that required states to move 
some separate CHIP enrollees into Medicaid: 

•	 a mandatory income disregard equal to 5 
percent of the federal poverty level (FPL) that 
effectively raised Medicaid and CHIP eligibility 
levels by 5 percentage points; and 

•	 a mandatory transition from separate CHIP 
into Medicaid of 6- to 18-year-olds in families 
with incomes between 100 percent and 133 
percent FPL (the so-called stairstep children). 

Eligibility. Individuals who meet Medicaid program 
criteria (including the criteria for Medicaid-expansion 
CHIP) are entitled to Medicaid coverage, but there 
is no individual entitlement to coverage in separate 
CHIP. Similarly, funding is not open ended.

To be eligible for CHIP, a child must be considered a 
targeted low-income child, that is, a child under the 
age of 19 with no health insurance who would not 
have been eligible for Medicaid under the state rules 
in effect on March 31, 1997. States may also extend 
CHIP eligibility to children of state employees.2 

While Medicaid programs are required by federal law 
to cover certain populations up to specified income 
levels, there is no mandatory income level up to 
which CHIP must extend coverage. State-set upper 
eligibility limits for children’s CHIP eligibility range 
from 170 percent FPL in North Dakota ($41,310 for 
a family of four in 2016) to 400 percent FPL in New 
York ($97,200 for a family of four in 2016). (See 
Appendix 1B for state CHIP eligibility levels in 2016.) 
Although many states offer CHIP coverage at higher 
income levels (generally with higher premiums or 
cost sharing), 89 percent of the children enrolled in 
CHIP-financed coverage had incomes at or below 
200 percent FPL in FY 2013, and 97 percent were at 
or below 250 percent FPL (Table 1A-1).

The federal CHIP statute limits states’ upper 
income eligibility to 200 percent FPL, or, if higher, 50 
percentage points above states’ pre-CHIP Medicaid 
levels. However, prior to the ACA, states had 
flexibility in how they counted income so they could 
effectively expand to any income level. The Children’s 
Health Insurance Program Reauthorization Act of 
2009 (CHIPRA, P.L. 111-3) amended the CHIP statute 
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TABLE 1A-1. �Enrollment in CHIP by Family Income, FY 2013 

Family income as a percentage of FPL Percentage of CHIP enrollees

Total 100.0%

At or below 200 percent FPL 88.8

Above 200 percent through 250 percent FPL 8.6

Above 250 percent FPL 2.6

Notes: FY is fiscal year. FPL is federal poverty level. 
Source: MACPAC 2014.

so that states covering children above 300 percent 
FPL would receive the regular Medicaid matching 
rate instead of the enhanced CHIP matching rate  
(§ 2105(c)(8) of the Social Security Act (the Act)).3

In 2015, all but two states had upper income 
eligibility limits at or above 200 percent FPL, 
including: 

•	 23 states covering children with family income 
from 200 to 249 percent FPL; and 

•	 26 states (including the District of Columbia) 
covering children at or above 250 percent FPL.

Under the ACA, states must maintain their 2010 
eligibility levels through FY 2019 for children in 
both separate CHIP (as long as funding exists) and 
Medicaid (including Medicaid-expansion CHIP), a 
requirement referred to as the maintenance-of-effort 
(MOE) provision (§ 2105(d)(3) of the Act).

Pregnant women and unborn children. CHIP 
also funds coverage of pregnant women through 
a state plan option or through continuation of an 
existing Section 1115 waiver. Under the CHIP state 
plan option created in CHIPRA, states may provide 
comprehensive health care coverage for uninsured, 
targeted low-income pregnant women (§ 2112 of 
the Act). To provide this coverage, state Medicaid 
programs must cover pregnant women with incomes 
up to 185 percent FPL (or up to the eligibility level 
the state had in place on July 1, 2008, whichever is 
higher). The CHIP upper income eligibility limit for 
pregnant women cannot be higher than the limit set 

for children, and states may not impose policies such 
as enrollment caps on targeted low-income pregnant 
women or children (§ 2112(b) of the Act). States can 
also use Section 1115 demonstration waivers to 
provide CHIP-funded coverage to pregnant women. 
Four states—Colorado, New Jersey, Rhode Island, 
and Virginia—enroll pregnant women in CHIP-funded 
coverage (MACPAC 2016c). Colorado, New Jersey, 
and Rhode Island use the CHIP state plan option, 
while Virginia provides the coverage under a Section 
1115 waiver.

Under separate CHIP, states may cover pregnant 
women regardless of immigration status through 
the unborn child option by revising the definition of 
the term child in federal regulations to include the 
period from conception to birth (CMS 2009, 2002). In 
FY 2015, 15 states provided separate CHIP coverage 
to approximately 327,000 unborn children (Appendix 
1B). Unborn children accounted for the entirety of 
separate CHIP enrollment in Arkansas, Minnesota, 
Nebraska, and Rhode Island. The largest enrollments 
of unborn children in FY 2015 were in California and 
Texas. 

Waiting periods. Because there is no individual 
entitlement to CHIP coverage, states with separate 
CHIP may use strategies to limit enrollment such 
as waiting periods, which is the length of time that 
children must be without employer-sponsored 
insurance before enrolling in CHIP. Currently, a 
state’s ability to institute new eligibility restrictions 
is constrained by the MOE provision, but states 
may continue using waiting periods they previously 
had in place. In 2016, 15 states had CHIP waiting 
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periods, down from 37 states in 2013 (CMS 2016, 
MACPAC 2014). To reduce complexity and to 
promote continuity of coverage for children, MACPAC 
recommends that Congress eliminate CHIP waiting 
periods altogether. (MACPAC 2014).

Premiums and cost sharing. States with separate 
CHIP are also permitted to charge premiums and 
require cost sharing, which is generally prohibited for 
children in Medicaid. Thirty states charge premiums 
or enrollment fees for children enrolled in CHIP, 
including four states with Medicaid-expansion CHIP. 
Of these states, 26 charge monthly or quarterly 
premiums and 4 charge annual enrollment fees. 
States often charge higher premiums as family 
income rises. As of January 2016, in states with 
separate CHIP, premiums ranged from $12 to $40 
per child, with a median monthly premium of $17 for 
children in families with incomes at 151 percent FPL. 
For families at 251 percent FPL, premiums ranged 
from $9 to $61 per child, with a median monthly 
premium of $25 (Brooks et al. 2016).

Twenty-five states with separate CHIP require cost 
sharing for at least some types of services. For 
example, 20 states impose cost sharing for non-
preventive physician visits, and 20 states have cost 
sharing for non-emergency use of the emergency 
department for children with family income at 201 
percent FPL (Brooks et al. 2016). States often also 
require some cost sharing for inpatient hospital 
visits, emergency room visits, and prescription drugs 
(Cardwell et al. 2014). CHIP is more likely to charge 
copayments for services than other forms of cost 
sharing like deductibles or coinsurance (Bly et al. 
2014, McManus and Fox 2014).

Combined expenses for separate CHIP premiums 
and cost-sharing expenses may not exceed 5 percent 
of a family’s income, although many states have 
lower caps (Cardwell et al. 2014).

Covered benefits. States with separate CHIP 
can model their plan’s benefits on specific private 
insurance plans, a package equivalent to one of 
those benchmarks, or Secretary-approved coverage. 

Federal rules require that separate CHIP covers 
dental services, well-baby and well-child care 
(including age-appropriate immunizations), and 
emergency services. In 2013, all states covered 
inpatient and outpatient services, physician services, 
clinic services, laboratory and X-ray services, and 
prescription drugs in seperate CHIP, although some 
states applied benefit limits (Cardwell et al. 2014).

The most flexible benefit design option for separate 
CHIP is Secretary-approved coverage, which is the 
most common approach. As a result of this flexibility, 
covered benefits in CHIP differ substantially from 
state to state. Fourteen states use a Secretary-
approved benefit package for seperate CHIP that is 
similar to Medicaid (Cardwell et al. 2014).

Children in Medicaid-expansion CHIP are protected 
by federal Medicaid benefit requirements and 
cost-sharing limitations. They are entitled to all 
of Medicaid’s mandatory services, including Early 
and Periodic Screening, Diagnostic, and Treatment 
(EPSDT) services, generally without any enrollee cost 
sharing.

Financing
CHIP is jointly financed by the states and the federal 
government. State CHIP spending is reimbursed 
by the federal government at a matching rate 
higher than Medicaid’s, subject to the cap on their 
allotment. Spending for FY 2015 totaled $13.7 billion 
($9.7 billion federal, $4.0 billion state). Under current 
law, CHIP allotments are provided through FY 2017.

CHIP matching rate. Regardless of program 
design, state CHIP spending is reimbursed by 
the federal government at a matching rate higher 
than Medicaid’s. CHIP’s enhanced federal medical 
assistance percentage (E-FMAP) varies by state. 
In FYs 2016 through 2019, the CHIP matching rate 
is increased by 23 percentage points from its prior 
level, ranging from 88 percent to 100 percent. Twelve 
states have a federal E-FMAP of 100 percent, 20 
states receive a federal E-FMAP equal to or greater 
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than 90 percent, and 19 have a federal E-FMAP 
between 88 percent and 90 percent. Historically, 
CHIP matching rates ranged from 65 percent to 81 
percent, compared to a 50 percent to 73 percent 
matching rate for children in Medicaid (Appendix 
1D).

CHIP allotments. Unlike Medicaid, federal CHIP 
funding is capped. Federal CHIP funds are allotted to 
states based on their recent CHIP spending adjusted 
annually to account for child population growth 
and medical inflation (Appendix 1C). States have 
two years to spend each allotment, with unspent 
funds available for redistribution to other states that 
experience shortfalls. 

States that exhaust their CHIP allotments and have 
CHIP enrollment that exceeds a target level are also 
eligible for contingency fund payments in FY 2017, in 
addition to redistribution funds. MACRA reauthorized 
payments from the contingency fund through FY 
2017, so under current law, contingency funds will 
not be available starting in FY 2018 (MACPAC 2011). 

Without an extension of CHIP funding, when states 
exhaust their CHIP funding after FY 2017, the ACA’s 
MOE provision requires Medicaid-expansion CHIP to 
continue those children’s Medicaid coverage through 
FY 2019 at Medicaid’s lower federal matching rate. 
As federal CHIP funding is exhausted, a state’s 
separate CHIP is no longer subject to the MOE; as 
states close down separate CHIP, most enrollees 
could qualify for subsidized exchange coverage 
or employer-sponsored coverage, although some 
may not enroll and could become uninsured. Under 
current law, 5 states are expected to spend their 
remaining FY 2016 and FY 2017 CHIP allotments 
by December 2017, and 29 states and the District 
of Columbia, are expected to exhaust their CHIP 
allotments by March 2018.

Endnotes
1	 Enrollment data for pregnant women include women 
covered by the CHIP state plan option and section 1115 
waivers. 

2	 A state may elect this option if it can demonstrate that 
it has consistently contributed to the cost of employee 
coverage since 1997 with increases for inflation or that its 
state employee health plan’s out-of-pocket costs pose a 
financial hardship for state employees. The ACA established 
this state plan option (CMS 2011).

3	 Exceptions were provided for a state that, as of CHIPRA’s 
enactment date (February 4, 2009), was already above 300 
percent FPL (New Jersey) or had enacted a state law to 
submit a plan for federal approval to go above 300 percent 
FPL (New York). 
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Notes: FY is fiscal year. FPL is federal poverty level. Enrollment numbers generally include individuals ever enrolled during the year, even 
if for a single month; however, in the event individuals were in multiple categories during the year (for example, in Medicaid for the first 
half of the year but separate CHIP for the second half), the individual would only be counted in the most recent category. Enrollment 
data shown in the table are as of July 2016, the most current enrollment data available; states may subsequently revise their current or 
historical data. 

– Dash indicates that state does not use this eligibility pathway.

1 Under CHIP, states have the option to use an expansion of Medicaid, separate CHIP, or a combination of both approaches. Ten states 
(including the District of Columbia) are Medicaid expansions and two states are separate CHIP only (Connecticut and Washington). 
There are combination programs in 39 states; among those, 11 consider themselves to have separate programs but are technically 
combinations due to the transition of children below 133 percent FPL from separate CHIP to Medicaid (Alabama, Arizona, Georgia, 
Kansas, Mississippi, Oregon, Pennsylvania, Texas, Utah, West Virginia, Wyoming). Medicaid-expansion CHIP eligibility ranges of 5 
percentage points attributable to the mandatory 5 percent disregard are not shown. For states that have different CHIP-funded eligibility 
levels for children age 6–13 and age 14–18, this table shows only the levels for children age 6–13. For example, Oklahoma offers CHIP-
funded Medicaid coverage to children age 6–14 with family income 115–205 percent FPL, and to 14- to 18-year-olds with family income 
65–205 percent FPL. Tennessee offers CHIP-funded Medicaid coverage to children age 6–14 with family income from 109–133 percent 
FPL and 14–19 year olds with family income 29–133 percent FPL.

2 CHIP eligibility levels as of July 2016.

3 Separate CHIP eligibility for children birth through age 18 generally begins where Medicaid coverage ends (as shown in the previous 
columns). For unborn children, there is no lower bound for income eligibility if the mother is not eligible for Medicaid.

4 Total exceeds the sum of Medicaid expansion and separate CHIP columns due to only total CHIP enrollment being reported for 
Wyoming.

5 Arizona closed separate CHIP (KidsCare) to new enrollment in January 2010. The state reinstated the program on September 1, 2016.

6 Although Arkansas transitioned its Medicaid-expansion CHIP to separate CHIP effective January 1, 2015, the state continued to report 
enrollment for children age 0–18 years under Medicaid-expansion CHIP.

7 California has separate CHIP in three counties only that covers children up to 317 percent FPL.

8 Due to reporting system updates, California CHIP enrollment totals are estimates as a result of the exclusion of certain unborn CHIP 
enrollees in reporting.

9 Separate CHIP in Delaware, Florida, Iowa, and Wisconsin covers children age 1–18.

10 Certain enrollees who should have been assigned to CHIP were assigned to Medicaid beginning in the second quarter of 2014, making 
FY 2015 totals artificially low.

11 CHIP-funded Medicaid Michigan enrollees are included in Medicaid enrollment counts rather than in CHIP for FY 2015. Therefore, the 
CHIP enrollment totals are artificially low and the Medicaid enrollment totals are artificially high. Michigan transitioned its separate 
CHIP into Medicaid-expansion CHIP effective January 1, 2016.

12 In Minnesota, only infants (defined by the state as being under age two) are eligible for Medicaid-expansion CHIP up to 283 percent 
FPL.

13 Missouri began covering unborn children effective January 1, 2016, however the state has not reported enrollment for this  
coverage group.

14 Separate CHIP enrollment figures in Nebraska, New Mexico, and Rhode Island are for the states’ §2101(f) coverage group under the 
Patient Protection and Affordable Care Act. Section 2101(f) required that states provide separate CHIP coverage to children to who 
lost Medicaid eligibility (including through Medicaid-expansion CHIP) due to the elimination of income disregards under the modified 
adjusted gross income (MAGI) based methodologies. Children covered under §2101(f) remained eligible for such coverage until their 
next scheduled renewal or their 19th birthday, or until they moved out of state, requested removal from the program, or were deceased.  
Coverage under §2101(f) has now been phased out.

TABLE 1B-1. (continued)
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15 North Carolina does not provide unborn children separate CHIP coverage. Errors in enrollment data reported are likely due to data  
quality issues.

16 Separate CHIP enrollment in Oklahoma is for children enrolled in the state’s premium assistance program.

17 Certain Oregon enrollees who should have been assigned to CHIP were assigned to Medicaid-funded coverage for FY 2014 and  
FY 2015.

18 Lack of enrollment for separate CHIP unborn coverage in Rhode Island is likely due to data quality issues.

19 While Tennessee covers children with CHIP-funded Medicaid, enrollment is currently capped, except for children who roll over from 
traditional Medicaid.

20 West Virginia’s enrollment totals are artificially high because children who transitioned between CHIP and Medicaid are reported in 
both programs, rather than the program they were last enrolled.

21 CMS’s FY 2015 children’s enrollment report considers these values to be estimates.

22 Due to inconsistencies between the Statistical Enrollment Data System data and the Centers for Medicare & Medicaid Services’ FY 
2015 children’s enrollment report, we do not report enrollment for Medicaid expansion and separate CHIP. We only report total CHIP 
enrollment as provided in CMS’s FY 2015 children’s enrollment report.

Sources: Personal communication with CMS staff on December 2, 2016 and December 9, 2016. For numbers of children: MACPAC, 
2016, analysis of CHIP Statistical Enrollment Data System from Centers for Medicare & Medicaid Service as of July 1, 2016; MACPAC, 
2016, MACStats: Medicaid and CHIP Data Book, December 2016, Washington, DC: MACPAC, https://www.macpac.gov/publication/child-
enrollment-in-chip-and-medicaid-by-state/. For eligibility levels: MACPAC, 2016, MACStats: Medicaid and CHIP Data Book, December 2016, 
Washington, DC: MACPAC, https://www.macpac.gov/publication/medicaid-and-chip-income-eligibility-levels-as-a-percentage-of-the-
federal-poverty-level-for-children-and-pregnant-women-by-state/. 

TABLE 1B-1. (continued)

https://www.macpac.gov/publication/child-enrollment-in-chip-and-medicaid-by-state/
https://www.macpac.gov/publication/child-enrollment-in-chip-and-medicaid-by-state/
https://www.macpac.gov/publication/medicaid-and-chip-income-eligibility-levels-as-a-percentage-of-the-federal-poverty-level-for-children-and-pregnant-women-by-state/
https://www.macpac.gov/publication/medicaid-and-chip-income-eligibility-levels-as-a-percentage-of-the-federal-poverty-level-for-children-and-pregnant-women-by-state/
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APPENDIX 1C: Federal CHIP Allotments
TABLE 1C-1. Federal CHIP Allotments by State, FYs 2015–2017 (millions)

State
FY 2015 federal CHIP 

allotments
FY 2016 federal CHIP 

allotments1
FY 2017 federal CHIP 

allotments

Alabama $172.9 $457.3 $319.7 

Alaska 23.9 20.4 32.6 

Arizona 80.7 123.7 206.4 

Arkansas 94.0 174.5 194.4 

California 1,744.1 1,995.2 2,668.6 

Colorado 157.5 228.3 254.4 

Connecticut 48.1 61.9 77.4 

Delaware 20.3 38.5 35.3 

District of Columbia 20.7 25.6 42.5 

Florida 566.0 595.0 686.6 

Georgia 410.6 418.2 404.8 

Hawaii 46.3 46.3 52.3 

Idaho 66.2 66.4 82.9 

Illinois 361.4 406.2 547.4 

Indiana 162.9 165.7 191.1 

Iowa 126.0 147.6 145.7 

Kansas 85.1 112.2 124.7 

Kentucky 171.9 232.0 268.2 

Louisiana 180.1 238.9 358.8 

Maine 27.4 32.3 35.7 

Maryland 234.3 290.8 295.9 

Massachusetts 413.8 535.8 671.3 

Michigan2 118.6 592.6 264.8 

Minnesota 41.1 98.6 115.2 

Mississippi 226.2 246.7 316.8 

Missouri 163.2 172.9 175.2 

Montana 91.7 95.8 103.5 

Nebraska 69.7 78.2 72.5 
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State
FY 2015 federal CHIP 

allotments
FY 2016 federal CHIP 

allotments1
FY 2017 federal CHIP 

allotments

Nevada $43.1 $63.3 $70.0 

New Hampshire 20.0 39.2 38.2 

New Jersey 344.8 406.8 462.9 

New Mexico 73.6 122.5 136.0 

New York 972.8 1,074.6 1,233.5 

North Carolina 395.0 448.2 479.5 

North Dakota 21.0 21.2 21.9 

Ohio 342.8 352.6 409.3 

Oklahoma 173.1 189.2 249.0 

Oregon 193.5 211.3 249.8 

Pennsylvania 371.1 365.1 527.3 

Rhode Island 46.0 65.4 72.8 

South Carolina 142.9 162.0 154.2 

South Dakota 18.9 23.6 26.9 

Tennessee 198.1 213.3 465.0 

Texas 1,068.7 1,345.1 1,382.1 

Utah 59.1 148.9 131.6 

Vermont 15.6 29.3 30.2 

Virginia 247.6 265.2 291.1 

Washington 129.0 215.3 242.5 

West Virginia 55.2 65.4 61.0 

Wisconsin 221.2 225.8 224.5 

Wyoming 11.4 10.9 12.6 

Subtotal $11,089.2 $13,761.9 $15,716.6 

American Samoa 1.7 2.1 2.9 

Guam 5.9 8.0 26.6 

N. Mariana Islands 1.2 1.0 6.7 

Puerto Rico 183.2 179.8 192.5 

Virgin Islands 5.0 5.3 6.9 

Total $11,286.1 $13,958.3 $15,952.1 

TABLE 1C-1. (continued)
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Notes: FY is fiscal year.

1 Per statute, FY 2015 and FY 2016 federal CHIP allotments were both based on each state’s prior-year federal CHIP spending. In 
addition, because a 23 percentage point increase in the CHIP matching rate went into effect in FY 2016, the FY 2016 allotments were 
calculated by increasing federal CHIP spending by each state in FY 2015 as if the 23 percentage point increase in the CHIP matching 
rate had been in effect in FY 2015. The FY 2016 allotment-increase factor was then applied, which was approximately 5 percent for most 
states.

2 In FY 2015, Michigan was poised to exhaust its federal CHIP allotments. As a result, the state requested and qualified for federal CHIP 
contingency funds totaling $52.6 million (§ 2104(n) of the Social Security Act (the Act)). Because the contingency fund payment was 
insufficient to eliminate the state’s shortfall, Michigan also qualified for $61.5 million in redistribution funds (§ 2104(f) of the Act). The 
combination of contingency and redistribution funds eliminated the state’s shortfall. The only other state ever to qualify for contingency 
funds was Iowa in FY 2011, but Iowa did not then require redistribution funds.

Sources: MACPAC, 2016, analysis of Medicaid and CHIP Budget Expenditure System (MBES/CBES) data as of December 13, 2016. 
Personal communication with Centers for Medicare & Medicaid Services staff on December 8, 2016.

TABLE 1C-1. (continued)
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APPENDIX 1D: CHIP-Enhanced Federal Medical Assistance 
Percentages
TABLE 1D-1. CHIP-Enhanced Federal Medical Assistance Percentages by State, FYs 2015–2017

State

E-FMAPs for CHIP

FY 20151 FY 20162 FY 20172

All states (median) 70.8% 93.8% 94.0%

Alabama 78.3 100.0 100.0

Alaska 65.0 88.0 88.0

Arizona 77.9 100.0 100.0

Arkansas 79.6 100.0 100.0

California 65.0 88.0 88.0

Colorado 65.7 88.5 88.0

Connecticut 65.0 88.0 88.0

Delaware 67.5 91.4 90.9

District of Columbia 79.0 100.0 100.0

Florida 71.8 95.5 95.8

Georgia 76.9 100.0 100.0

Hawaii 66.6 90.8 91.5

Idaho 80.2 100.0 100.0

Illinois 65.5 88.6 88.9

Indiana 76.6 99.6 99.7

Iowa 68.9 91.4 92.7

Kansas 69.6 92.2 92.4

Kentucky 79.0 100.0 100.0

Louisiana 73.4 96.6 96.6

Maine 73.3 96.9 98.1

Maryland 65.0 88.0 88.0

Massachusetts 65.0 88.0 88.0

Michigan 75.9 98.9 98.6

Minnesota 65.0 88.0 88.0

Mississippi 81.5 100.0 100.0

Missouri 74.4 97.3 97.3

Montana 76.1 98.7 98.9
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State

E-FMAPs for CHIP

FY 20151 FY 20162 FY 20172

Nebraska 67.3% 88.8% 89.3%

Nevada 75.1 98.5 98.3

New Hampshire 65.0 88.0 88.0

New Jersey 65.0 88.0 88.0

New Mexico 78.8 100.0 100.0

New York 65.0 88.0 88.0

North Carolina 76.1 99.4 99.8

North Dakota 65.0 88.0 88.0

Ohio 73.9 96.7 96.6

Oklahoma 73.6 95.7 95.0

Oregon 74.8 98.1 98.1

Pennsylvania 66.3 89.4 89.3

Rhode Island 65.0 88.3 88.7

South Carolina 79.5 100.0 100.0

South Dakota 66.2 89.1 91.5

Tennessee 75.5 98.5 98.5

Texas 70.6 93.0 92.3

Utah 79.4 100.0 100.0

Vermont 67.8 90.7 91.1

Virginia 65.0 88.0 88.0

Washington 65.0 88.0 88.0

West Virginia 80.0 100.0 100.0

Wisconsin 70.8 93.8 94.0

Wyoming 65.0 88.0 88.0

TABLE 1D-1. (continued)

Notes: FY is fiscal year. FMAP is federal medical assistance percentage. E-FMAP is enhanced FMAP. ACA is the Patient Protection and 
Affordable Care Act (ACA, P.L. 111-148, as amended). The E-FMAP determines the federal share of both service and administrative costs 
for CHIP, subject to the availability of funds from a state’s federal allotments for CHIP.

Enhanced FMAPs for CHIP are calculated by reducing the state share under regular FMAPs for Medicaid by 30 percent. In FYs 2016 
through 2019, the E-FMAPs are increased by 23 percentage points. For additional information on Medicaid FMAPs, see https://www.
macpac.gov/subtopic/matching-rates/.

E-FMAPs for the territories are not included.  In FY 2015, all territories had an E-FMAP of 68.5 percent, and in FY 2016 and 2017, 91.5 
percent.

https://www.macpac.gov/subtopic/matching-rates/
https://www.macpac.gov/subtopic/matching-rates/
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TABLE 1D-1. (continued)
1 In FY 2015, states received the traditional CHIP E-FMAP.

2 Under the ACA, beginning on October 1, 2015, and ending on September 30, 2019, the enhanced FMAPs are increased by 23 percentage 
points, not to exceed 100 percent, for all states.

Sources: Assistant Secretary for Planning and Evaluation (ASPE), U.S. Department of Health and Human Services, ASPE FMAP reports 
for 2015, 2016, and 2017, https://aspe.hhs.gov/basic-report/fy2017-federal-medical-assistance-percentages (for FY 2017), http://aspe.
hhs.gov/health/reports/2015/FMAP2016/fmap16.cfm (for FY 2016), http://aspe.hhs.gov/health/reports/2014/FMAP2015/fmap15.pdf 
(for FY 2015).

https://aspe.hhs.gov/basic-report/fy2017-federal-medical-assistance-percentages
http://aspe.hhs.gov/health/reports/2015/FMAP2016/fmap16.cfm
http://aspe.hhs.gov/health/reports/2015/FMAP2016/fmap16.cfm
http://aspe.hhs.gov/health/reports/2014/FMAP2015/fmap15.pdf
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APPENDIX 1E: Existing 
Proposals for Medicaid 
and CHIP Savings 
At the request of some members of MACPAC’s 
congressional committees of jurisdiction, the 
Commission has compiled a list of Medicaid and 
CHIP proposals, previously introduced in Congress or 
developed by others, that are estimated to generate 
program savings. The Commission has not voted 
on nor has it endorsed any specific proposal on this 
list. Moreover, MACPAC has not analyzed the merits 
or effects of these proposals on the availability of 
coverage to low-income individuals, access to care, 
or benefits nor their potential impact on states, 
health plans, providers, or others. Such effects would 
not be apparent in the cost savings estimate alone. 
As such, the list should be viewed with caution.

Sources for identifying cost-saving proposals 
include:

•	 legislative proposals (from the 112th, 113th, 
and 114th Congresses); 

•	 other options that have been scored by the 
Congressional Budget Office (CBO) since 2010;

•	 proposals that have been offered in the 
President’s budgets since 2008; and 

•	 recommendations by the Government 
Accountability Office (GAO) and U.S. 
Department of Health and Human Services 
Office of the Inspector General (OIG). 

Criteria for inclusion in the table below are:

•	 the proposal’s estimated cost savings are 
quantified;

•	 the estimated cost savings do not exceed the 
estimated increase to federal spending for the 
Commission’s recommendations in this report; 
and

•	 the proposal has not already been enacted or 
implemented.

Given these criteria, we excluded proposals for which 
savings are not quantified or that generate a level 
of savings substantially greater than the estimated 
cost of the Commission’s recommendations. We 
also excluded proposals that are not scorable under 
Congressional scorekeeping guidelines, which 
prohibit the counting of budgetary savings when 
funds are provided in authorizing legislation for 
administrative or program management activities, 
including antifraud efforts (CBO 2014). For example, 
the President’s budget for fiscal year (FY) 2017 
included non-scorable proposals such as expand 
funding for Medicaid program integrity ($0.6 billion in 
non-scorable savings over 10 years).

In addition, we report estimates as reported in the 
source notation. The adoption of other policies since 
these scores were initially developed could result in 
changes to the estimates if reanalyzed. 

In the statute creating MACPAC, Congress charges 
the Commission with reviewing Medicaid and CHIP 
policies, including their relationship to access and 
quality of care for Medicaid beneficiaries. Therefore, 
all the proposals on this list are Medicaid or CHIP 
policies. In considering policies that increase 
federal Medicaid or CHIP spending, Congress could 
choose to enact other proposals affecting spending 
or revenues, including those from outside CHIP or 
Medicaid. 



March 201750

Chapter 1: APPENDIX 1E

Proposal
Source of  
proposal

Estimated 
savings  

(over 10 years1)

Source of 
savings  

 estimate2

Drug payment policy

Modify the ACA Medicaid rebate formula for new 
drug formulations (i.e., line extension drugs)

FY 2017 
President’s 

budget
$6.5 billion3 CBO4

Exclude brand name and authorized generic drug 
prices from the Medicaid federal upper limit for 
drug rebate calculations

FY 2017 
President’s 

budget
$1.0 billion CBO4

Other payment policies

Require remittances for medical loss ratios of less 
than 85 percent in Medicaid and CHIP managed 
care

FY 2017 
President’s 

budget
$6.3 billion CBO4

Permanently extend DSH allotment reductions 
(current reductions end after FY 2025)

FY 2017 
President’s 

budget
$0.7 billion CBO4

Apply a hospital-specific upper payment limit 
(UPL) rather than an aggregate UPL 

Office of 
Inspector  

General (OIG)

$3.87 billion  
over five years

OIG

Eliminate graduate medical education 
supplemental payments in Medicaid

FY 2009 
President’s 

budget

$1.78 billion  
over five years

FY 2009 
President’s 

budget5

Eliminate payments for school-based 
administrative and transportation costs 

FY 2009 
President’s 

budget

$3.645 billion 
over five years

FY 2009 
President’s 

budget5

Eligibility policy

Change modified adjusted gross income rules to 
account for lottery winnings and other lump sum 
income across multiple months on a prorated 
basis

H.R. 4725 $475 million CBO

Remove state option to increase the limit on home 
equity that is not considered an asset for aged and 
disabled eligibility determinations

FY 2009 
President’s 

budget

$480 million  
over five years

FY 2009 
President’s 

budget

Change FMAP for specific services, populations, or other

Eliminate the newly eligible FMAP for prisoners in 
correctional facilities

H.R. 4725 $2.0 billion CBO

TABLE 1E-1. List of Existing Proposals Estimated to Generate Medicaid and CHIP Savings 
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Proposal
Source of  
proposal

Estimated 
savings  

(over 10 years1)

Source of 
savings  

 estimate2

Change FMAP for specific services, populations, or other (continued)

Apply a single blended FMAP rate to Medicaid and 
CHIP (with a four-year transition period)

FY 2013 
President’s 

budget
$17.9 billion

FY 2013 
President’s 

budget

Eliminate special Medicaid administrative match 
rates above the regular 50 percent administrative 
matching rate

FY 2009 
President’s 

budget

$5.5 billion over 
five years

FY 2009 
President’s 

budget

Reduce the 90 percent FMAP for family planning 
services to the standard medical matching rate

FY 2009 
President’s 

budget

$3.3 billion over 
five years

FY 2009 
President’s 

budget

Reduce the FMAP for targeted case management 
services to administrative matching rate rather 
than medical matching rate

FY 2009 
President’s 

budget

$1.1 billion over 
five years

FY 2009 
President’s 

budget

Reduce the FMAP for qualifying individual 
program from 100 percent to the state’s regular 
medical matching rate

FY 2009 
President’s 

budget

$200 million over 
five years

FY 2009 
President’s 

budget

Financing changes

Reduce the safe harbor threshold for provider 
taxes from 6 percent to 5.5 percent

H.R. 4725 $4.6 billion CBO

Reduce the safe harbor threshold for provider 
taxes from 6 percent to 5 percent

CBO6 $15.9 billion CBO

TABLE 1E-1. (continued)

Notes: ACA is the Patient Protection and Affordable Care Act (P.L. 111-148, as amended). FY is fiscal year. CBO is Congressional Budget 
Office. DSH is disproportionate share hospital. FMAP is federal medical assistance percentage.

1 Five-year savings estimates are provided when ten-year estimates are not available. 

2 Cost savings estimates produced by CBO are provided when available. CBO provides budgetary and economic analyses in support of 
the congressional budget process.

3 This proposal included a provision to exempt abuse deterrent formulations, which has since been enacted by the Comprehensive 
Addiction and Recovery Act of 2016 (P.L. 114-19). This savings estimate has not been updated to reflect this. CBO separately scored the 
provision to exempt abuse deterrent formulations as adding $75 million in federal spending over 10 years. 

4 Savings estimates produced by CBO may vary from the source of the proposal due to differences in assumptions.

5 This proposal was included in the President’s FY 2009 budget, which referred to a savings estimate provided in the President's FY 2008 
budget.

6 This proposal was included in CBO’s Options for reducing the deficit: 2017 to 2026 (CBO 2016f).

Sources: CBO 2016a, 2016b, 2016c, 2016d, 2016e, 2016f, 2015; OIG 2015; and HHS 2012, 2008. 
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