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Status of Federal Funding for CHIP and Implications for
States and Families

This fact sheet provides an overview of the current status of federal funding for CHIP and implications for
states and families. CHIP covers 8.9 million children in working families who earn too much to qualify for
Medicaid but cannot afford or access private coverage. (See here for state Medicaid and CHIP eligibility limits
for children.) Federal funding for CHIP expired on September 30, 2017. On December 21, 2017, Congress
provided a short-term extension of federal funding for the program as part of its continuing resolution to keep
the federal government operational through January 19, 2018. However, without longer-term federal funding,
states continue to face uncertainty and may need to reduce coverage, while families may experience confusion
about the status of coverage and face concerns and worries about losing their children’s coverage.

Federal CHIP funds available to states are limited. Federal funds currently available to states include:

e allotments from the $2.85 billion short-term funding extension Congress provided in the December 21
continuing resolution,

e any remaining federal funds from each state’s federal fiscal year 2017 CHIP allotment (which a number of
states have exhausted), and

¢ redistribution funding provided to states by the Centers for Medicare and Medicaid Services (CMS) from
prior years from a limited amount of unspent funds across all states.

All of these sources are limited and insufficient to support coverage through 2018. Once states exhaust these

funds, no additional funds will be available unless Congress enacts legislation with an appropriation.

Prior to providing short-term funding in the
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December 21 continuing resolution, Congress Timeline of Recent Changes in Federal Funding for CHIP

made changes in a December 7 continuing
resolution that allowed CMS to direct more

redistribution funds to states facing budget
shortfalls in early 2018 (Figure 1). No additional
funds were provided with this change. As such, it
resulted in more redistribution funds going to states
experiencing budget shortfalls during the first quarter
of 2018, leaving less funding for remaining states. The
December 21 continuing resolution further changed
how redistribution funds go to states so that they are
provided on a monthly basis in the order in which
states realize monthly funding shortfalls.

September 30, 2017

Federal funding for CHIP
expired.
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December 7, 2017

Congress approved
changes to the
redistribution funding
formula in a continuing
resolution without any
additional funding.
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December 21, 2017

Congress provided $2.85
billion for the period
between October 1, 2017
and March 31, 2018 and
made additional changes
in the redistribution
funding formula in a
continuing resolution.
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The short-term funding provided temporary relief to states but will still leave them facing
budget shortfalls. Prior to the short-term funding, 37 states anticipated they would exhaust federal funds by

the end of March 2018, including 16 that projected exhausting funds by the end of January 2018. The

continuing resolution provided $2.85 billion in funding for the period October 1, 2017 through March 31, 2018.
CMS released preliminary information on the allotments to states from this funding. However, it is unclear

how long this funding will hold states over. In a recent statement, CMS indicated that it is “unable to say with
certainty whether there is enough funding for every state to continue its CHIP program through March 31,
2018.

”1]

Without additional federal funds, the majority of states will face a budget shortfall because nearly all
states assumed full continued federal CHIP funding in their state fiscal year (SFY) 2018 state budgets.?

The short-term funding delayed some planned state actions to reduce CHIP coverage, but some
states have indicated that the funding may only extend coverage for a few additional weeks.

Prior to short-term funding, many states with Figure 2
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After Congress provided the short-term funding,

However, in some cases, they note that they may
only be able to extend coverage for a few additional
weeks (Figure 2):

SOURCES: Plans before short-term funding based on KFF CHIP Survey of Medicaid Officials conducted by HMA, November 2017. Plans after
short-term funding based on information publicly posted on state websites accessed January 9, 2018.

e Alabama had planned to close enrollment on January 1, 2018 and end existing coverage on February 1,
2018. It noted that, with the short-term funding, it will no longer take action on these dates and would
provide further updates.?

¢ Colorado had notified families that it planned to terminate coverage on January 31, 2018. Following the
continuing resolution, it indicated that it can continue coverage until at least February 28, 2018, but is still
analyzing how long it will be able to continue coverage.*

e Connecticut had closed new enrollment in its program on December 23, 2017 and had notified families
that it expected to end coverage for children enrolled in the program on January 31, 2018. Following the
continuing resolution, it reopened enrollment for the week of January 2, 2018 and indicated that it would
extend coverage for existing enrollees through February 2018, but that services and coverage for eligible
children and teenagers will end on February 28, 2018 unless additional funding becomes available.’

¢ Virginia, which had been planning to end coverage on January 31, 2018, noted that the short-term
funding allows the state to continue coverage through January 2018 and “maybe longer,” but that it is still
determining how long it will be able to continue coverage.®
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States with CHIP-funded Medicaid expansion coverage must determine how they will fund the
increased cost of covering these children at the lower federal Medicaid match rate. States are
required to maintain CHIP-funded Medicaid expansion coverage under the Affordable Care Act maintenance of
effort requirement. Once federal CHIP funds are exhausted, states will face increased costs since they will
receive the lower federal Medicaid match rate for this coverage. States can address these shortfalls by reducing
costs in Medicaid, making reductions in other areas of the budget, or increasing revenues. States will face
challenges replacing federal dollars since many were already facing shortfalls heading into SFY 2018.”

Without stable long-term funding, states face ongoing uncertainty that contributes to
challenges managing their programs as well as wasted administrative time and costs. Without
secure funding, states must continue to plan for how they will address the shortfalls they will face once federal
funds are exhausted. States have to take an array of actions to implement program changes and need to build
in time to conduct these actions as they plan to make program changes. In addition, states face administrative
costs associated with these actions. If planned actions change as the funding situation changes, they face
additional time and costs associated with changing course or reversing changes.

Families also face uncertainty and confusion around the status of their CHIP coverage. As delay
over long-term funding for CHIP continues, a growing number of families are learning about potential
reductions in CHIP coverage through media reports and notices or information provided by states. With state
program plans rapidly changing, families may be uncertain and confused about the status of their coverage.
This confusion could result in some potential coverage losses, for example, if a family does not renew coverage
because they believe it is no longer available. Moreover, families face increasing concerns and worries about
how they will meet the health care needs of their children if their state eliminates their CHIP coverage.

Reductions in CHIP coverage will result in coverage losses for children and negative effects on
children’s health and family finances. If states close enrollment and/or discontinue coverage for children
in separate CHIP programs, some children could shift to their parents’ employer-sponsored plans or
Marketplace plans, but they would likely face increased costs for coverage and have higher cost sharing and less
comprehensive benefits than they have under CHIP. Other families would not be able to afford private
coverage and their children would become uninsured. Previously, some states closed enrollment in CHIP for
limited periods in response to state budget pressures, and studies show that this led to coverage losses, left
eligible individuals without access to coverage, and had negative effects on health and family finances.

Congress still must complete multiple steps to extend funding, although changes in the tax law
significantly reduced the size of federal offsets Congress has to make in federal spending to
extend CHIP. The House has passed a bill that would extend federal CHIP funding for five years, providing
states the funding necessary to support coverage, which was over $14 billion in 2016. The Congressional
Budget Office (CBO) previously estimated that this extension would result in a net cost to the federal
government of $8.2 billion, which the bill offset through several provisions. The Senate Finance Committee has

also reported a bill out of committee to extend funding for five years. However, the full Senate has not yet taken
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up action on this bill, and the bill did not include offsets. Final legislation still requires passage by the full
Senate, resolution of any differences between the House and Senate bills, and signature by the President. One
factor contributing to delay of continued progress to pass the five-year extension has been difficulty reaching
agreement on how to offset the federal costs to extend coverage. On January 5, 2018, the CBO released a new
score for the CHIP funding extension of $800 million, much lower than its previous estimate of $8.2 billion.® It
noted that the costs to the federal government of extending CHIP decreased because the repeal of the
individual mandate in the recent tax legislation and other regulatory changes affecting Marketplace premiums
made Marketplace coverage more expensive for families and increased subsidy costs for the federal
government. Therefore, extending CHIP, which would increase CHIP coverage and decrease Marketplace
coverage, requires fewer federal offsets compared to before the changes. Media accounts and statements
further indicate that CBO also projects that a ten-year extension of CHIP would result in net savings to the
federal government of $6.0 billion.°
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