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Recommendation
CHIP and the New Coverage Landscape

The Congress should extend federal CHIP funding for a transition period of two additional
years during which time the key issues regarding the affordability and adequacy of
children’s coverage can be addressed.

Key Points

CHIP is widely acknowledged to have played an important role in increasing the number
and share of children with health insurance coverage, and providing access to affordable
and high-quality care. Since the enactment of CHIP, the percentage of uninsured children
has been cut in half.

Under current law, the final federal CHIP allotments will be distributed to states on
October 1, 2014. These allotments are expected to last through fiscal year (FY) 2015
but begin running out shortly afterward.

The Commission recommends an extension of CHIP funding for two years due to its
concerns that when CHIP funding runs out shortly after FY 2015, as under current law:

The number of uninsured children would increase significantly. Not all children
currently covered by CHIP would be eligible for subsidized exchange coverage.
For some, premiums for other sources of coverage would be too high relative to
families’ ability to pay.

Cost sharing for services would increase substantially for many families.

It is unclear whether or not exchange plans are ready to serve as an appropriate
alternative.

The Commission recommends an additional two years of CHIP funding, through FY 2017,
to enable policymakers to address these concerns so that children currently enrolled

in CHIP can be integrated into other sources of coverage that are of high quality and
affordable to families. To aid the Congress in this endeavor, the Commission’s future
analyses will explore such policy options and the associated trade-offs.

If it becomes evident during this two-year transition period that more time is necessary to
ensure that needed reforms are in place and that children’s transitions into other coverage
options are appropriate, further extending this transition period should be considered.
The Commission remains confident that the changes necessary to ensure that children
have access to high-quality coverage can be made during this transition period.
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CHAPTER

CHIP and the New

Coverage Landscape

Over the past two years, MACPAC has discussed a range of issues associated with
implementation of the Patient Protection and Affordable Care Act (ACA, PL. 111-

148, as amended) and its relationship to Medicaid and the State Children’s Health
Insurance Program (CHIP). These include changes in eligibility and enrollment, such

as the transition to new income determination rules and eligibility processes, and the
expansions in many states to cover childless adults and additional low-income parents.
We have also examined how the coverage offered by subsidized exchange plans to many
individuals between 100 and 400 percent of the federal poverty level (FPL) interacts with
Medicaid, CHIP, and employer-sponsored coverage.

While Medicaid provides coverage to 39 million children, CHIP is an important source
of coverage for 8 million children with low to moderate incomes (MACPAC 2014a).
With implementation of the ACA, the coverage options for these children and their
families could change. Subsidized exchange plans potentially offer an alternative source
of coverage to some children in this income range. The individual mandate to obtain
coverage may also lead to additional enrollment in employer-sponsored coverage by

some parents and children now enrolled in CHIP.

With CHIP funding currently scheduled to run out shortly after fiscal year (FY) 2015,
the question naturally arises as to how to address the program’s future. One approach
would be to allow funding to run out and leave many children now served by CHIP to
find coverage elsewhere—through Medicaid, the exchanges, or employers, if available.
As the analyses presented in this chapter suggest, however, such transitions would

not be smooth, and a significant number of children could become uninsured. An
alternative approach at the other end of the spectrum would be to provide funding for
CHIP indefinitely, maintaining a separate source of coverage not integrated with other
coverage options. MACPAC’s recommendation looks for a middle ground. As described

in this chapter, the Commission recommends extending federal funding for CHIP
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for a transition period of two additional years,
during which time the key issues regarding the
affordability and adequacy of children’s coverage

can be addressed.

CHIP is a joint federal-state program that offers
coverage that complements Medicaid (with $13
billion versus $460 billion in spending in FY

2013). And it is an important source of affordable
coverage for enrolled children, 97 percent of whom
were at or below 250 percent FPL in FY 2013
(MACPAC 2014a).

While the program’s statutory authorization
continues indefinitely, the final federal CHIP
funding allotment under current law will be for FY
2015. These funds will be distributed to states on
October 1, 2014, and will begin to run out a year
later. States are required to maintain their 2010
eligibility levels for children in both Medicaid and
CHIP through FY 2019, a requirement referred to
as maintenance of effort (MOE). If CHIP funding
runs out between FY 2015 and FY 2019, states
with Medicaid-expansion CHIP programs subject
to the MOE must continue that coverage with
Medicaid funds, but at Medicaid’s lower federal
matching rate. However, separate CHIP programs
may limit their enrollment based on the availability
of federal CHIP funds, which effectively provides
an exception to the MOE requirement in the

absence of such funds.

Under current law, the children currently covered
under separate CHIP programs could face one
of a number of scenarios if their CHIP coverage
comes to an end. Some could enroll in a parent’s
employer-sponsored insurance. Those not eligible
for employer-sponsored coverage may seek
subsidized coverage through exchanges. Either way,
however, some affected families may not enroll
their children in exchange or employer-sponsored
coverage that is available to them—because the
premiums for such coverage are too high relative

to their ability to pay, for example. One analysis
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estimated that the end of CHIP could lead to
as many as 2 million more children becoming

uninsured (Kenney et al. 2011).!

Those shifting to exchange coverage may face
higher cost sharing, different benefits, and
enrollment in plans with different provider
networks. Much remains to be learned about how
well exchange plans meet the needs of lower-
income children and whether they are a viable

alternative to CHIP coverage.

Because so much is unknown about the post-CHIP
landscape under current law and the adequacy

of new exchange coverage for children, the
Commission recommends a two-year extension

of CHIP financing through FY 2017. During

this time, MACPAC will continue to examine a
range of issues about the design and adequacy of
coverage for the population now covered by CHIP
and will offer options to provide a more seamless
continuum of children’s coverage that better
accommodates transitions in coverage among
Medicaid, the exchanges, and employer-sponsored
insurance. This timing should permit the Congress
and the U.S. Department of Health and Human
Services (HHS) to consider the analyses and
options, consult with states and stakeholders, and
make desired changes with sufficient lead time for
states and the federal government to manage any

transitions effectively.

This chapter presents the analyses that led the
Commission to its recommendation to extend CHIP
funding through FY 2017. We begin by reviewing
the impact that CHIP has had on children’s
coverage. We then examine how children currently
covered by CHIP could be affected if funding

is exhausted as under current law. The chapter
concludes by outlining the options considered by
the Commission and our recommendation for
extending CHIP funding for two additional years

as a transition plan is developed.



History and Impact of CHIP

This section describes CHIP’s creation, how it has
evolved over the past 17 years, and the impact it

has had on children’s coverage.

Creation of CHIP

In 1997, the Congress focused attention on
expanding coverage to low-income children not
eligible for Medicaid. The congressional proposals
that emerged ranged from the provision of

tax credits to the expansion of Medicaid with
uncapped federal financing at an enhanced federal
matching rate (Smith and Moore 2010).

The legislation that became CHIP (the Balanced
Budget Act of 1997, PL. 105-33, referred to as
BBA 97) gave states flexibility either to use an
expansion of Medicaid or to create CHIP programs
separate from Medicaid. States could also use both
approaches, in which they generally covered lower-

income children with a Medicaid expansion.

Separate CHIP programs could be structured

to differ from Medicaid in several ways. First,

while Medicaid-eligible individuals are entitled to
Medicaid coverage (including through Medicaid-
expansion CHIP programs), there is no individual
entitlement to coverage in separate CHIP
programs. For example, states were permitted to
institute enrollment caps and waiting periods in
separate CHIP programs, policies not permitted in
Medicaid without a waiver. In addition, while states
with Medicaid programs are required by federal law
to cover certain populations up to specified income
levels, there is no minimum mandatory income
level up to which CHIP programs must extend
coverage. Moreover, states with separate CHIP
programs have greater flexibility around the design
of their benefit packages and enrollee cost sharing
than is available for children in Medicaid.?

In addition to providing flexibility in program design,

the Congress also made enhanced federal matching
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available through CHIP in order to encourage state
participation. Since its enactment, CHIP spending
has been reimbursed by the federal government

at a matching rate higher than Medicaid’s. In both
separate CHIP and Medicaid-expansion programs,
the enhanced Federal Medical Assistance Percentage
(E-FMAP) varies by state but, on average, pays for
70 percent of CHIP spending, compared to 57
percent historically for Medicaid. Unlike Medicaid,
however, federal CHIP funding is capped, and states
could exhaust their federal CHIP allotments.

At the time of CHIP’s creation, it was not clear
how many states would respond to the new federal
funding opportunity by extending eligibility to
more children. By FY 2000, however, every state,
territory, and the District of Columbia had enrolled
children in CHIP-financed coverage.

Impact of CHIP
One of the hallmarks of CHIP was the aggressive

effort it spurred to identify and enroll uninsured
children who were eligible for coverage in CHIP
and Medicaid. These efforts ultimately proved
extremely successful, and CHIP is now widely
acknowledged to have played an important role in
increasing the number and share of children with

health insurance coverage.

Since the enactment of CHIP in 1997, the share of
children who are uninsured has fallen by halt—from
13.9 to 7.1 percent (Martinez and Cohen 2013). The
effects were even larger for children in the typical
CHIP income range. Among children with family
income above 100 percent FPL but below 200
percent FPL, uninsurance dropped by more than
half—from 22.8 percent in 1997 to 10.0 percent in
2013. Over that time period, which included two
recessions, private coverage for children between 100
and 200 percent FPL also declined substantially—
from 55 percent in 1997 to 27.1 percent in 2013
(Martinez and Cohen 2013, 2012). Gains in Medicaid
and CHIP enrollment more than offset the loss.’
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Despite generally high rates of coverage for
children relative to other groups, some children
remain uninsured, with the rate varying significantly
by state. In 2012, children’s uninsurance rates
ranged from 1.4 percent in Massachusetts to 17.0
percent in Nevada (Appendix Table 1-A-1). Thirty
percent of the nation’s uninsured children (1.8

million) live in Texas and California.

Some of CHIP’s design features also provided a
platform for state innovations to improve take-up
of public coverage among eligible but uninsured
children. Many states branded their CHIP programs
separately from Medicaid and launched targeted
outreach and marketing efforts. These strategies
increased enrollment of children in both CHIP and
Medicaid, further reducing uninsurance rates among
children. Over time, these efforts and other policy
changes contributed to changing the perception

of Medicaid from a welfare program to a more
mainstream source of health insurance coverage for
children. Outreach and enrollment techniques that
often began as experiments in CHIP in individual
states were subsequently identified as best practices
and, in some cases, are now required in all states

for both CHIP and Medicaid—including through
requirements in the ACA.*

As a result of these efforts, 88.1 percent of eligible
children were enrolled in Medicaid or CHIP in
2012 (Kenney and Anderson 2014).° This is 6.4
percentage points higher than in 2008, potentially
reflecting additional outreach and enrollment
simplification efforts encouraged by the Children’s
Health Insurance Program Reauthorization Act of
2009 (CHIPRA, PL. 111-3). However, these rates
vary significantly by state—from 70.6 percent in
Nevada to 97.4 percent in Massachusetts (Appendix
Table 1-A-2). Of the shrinking number of uninsured
children, an estimated 68.4 percent are eligible for
Medicaid or CHIP (Kenney and Anderson 2014).

In addition to its role in boosting rates of coverage,
CHIP is more affordable for low-income working
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families than private coverage, although most states
charge CHIP premiums to at least some CHIP
enrollees. Categories of covered benefits are often
similar between separate CHIP and private plans,
but CHIP is more comprehensive with regard to
dental coverage. In addition, Medicaid-expansion
CHIP programs are required under Early and
Periodic Screening, Diagnostic, and Treatment
(EPSDT) rules to provide children under age 21
with any medically necessary service named in the
Medicaid statute, even if the service is otherwise
not covered by the state.

Key legislative actions affecting
CHIP financing

Although CHIP was enacted with federal
appropriations through FY 2007, the Congress
intervened to provide additional funding for FY
2006 and FY 2007, when several states were poised
to exhaust all their available federal CHIP funding,
While the first several years of the program saw
CHIP allotments much larger than states’ spending,
the situation reversed as CHIP programs matured
and expanded to other groups, including childless
adults (Allen 2007). To avoid shortfalls, the Congress
appropriated additional funding for FY 2006 ($283
million) and again for FY 2007 ($650 million).

CHIPRA extended the program by providing
CHIP appropriations through FY 2013, at

much higher levels than under the original 1997
legislation. The formula for allotting these funds
to states was also overhauled to better target states’
actual CHIP spending, Since CHIPRA’s enactment,
no congressional action has been necessary to
eliminate state shortfalls. CHIPRA made several
other changes to CHIP, such as requiring separate
CHIP programs to cover dental benefits and
ensuring that any covered mental health benefits
had parity with medical benefits.

In 2010, as the ACA was being debated, policymakers
raised questions as to whether CHIP should
continue, or whether CHIP-eligible children should



be enrolled in the health insurance exchanges
created by the ACA. Ultimately, the Congress
decided to extend federal CHIP allotments by two
years, through FY 2015, leaving open the question
of CHIP’ long-term future. If CHIP allotments
are extended again, the ACA requires the federal
matching rate for CHIP to increase by 23
percentage points (up to 100 percent) for FY 2016
through FY 2019, the last four years of the ACA’s
MORE for children. Additional changes made by the
ACA to CHIP include a shift to modified adjusted
gross income for eligibility determinations and the
movement of certain children from separate CHIP
programs into CHIP-funded Medicaid.

Eligibility for CHIP and
Other Insurance

As noted above, CHIP currently finances coverage
for approximately 8 million children nationwide.
This section explores the sources of health
insurance coverage that would be available to
current CHIP-eligible children in the absence of
CHIP funding after FY 2015.

CHIP eligibility today

CHIP was designed to provide health insurance
to low-income uninsured children above 1997
Medicaid eligibility levels.® Unlike Medicaid, CHIP
has no requirement to cover children up to a
specific income level. States’” upper income limits
for CHIP range from 175 to 405 percent FPL
(Appendix Table 1-A-3). Although 19 states and
the District of Columbia offer CHIP coverage

to at least 300 percent FPL (with higher-income
families generally subject to higher premiums and
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. (MACPAC 2014a).

As of January 2014, 7 states, 5 territories, and
the District of Columbia ran CHIP entirely as a
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Medicaid expansion, 14 states operated separate
CHIP programs, and 29 states elected to operate
a combination program (Appendix Table 1-A-3).”
As noted previously, under the ACA, states must
maintain their 2010 eligibility levels for children
in both Medicaid and CHIP through FY 2019.
However, this MOE does not obligate states to
continue funding separate CHIP programs if
federal CHIP funding is exhausted. A state may
limit enrollment if it projects that it will exhaust
its federal CHIP funding;

Sources of coverage if CHIP
funding is exhausted

The type of coverage children will be eligible for if
CHIP funding is exhausted will reflect state choices
as to whether they use a Medicaid-expansion,
separate CHIP program, or a combination of the
two (Figure 1-1).

FIGURE 1-1. Children’s CHIP Enroliment
by Program Type and Unborn
Status, Fiscal Year 2013

Separate CHIP:
0 through 18 years old
(5.3 million)
66%

Separate CHIP:
Unborn children
(0.3 million)
4%

Source: MACPAC analysis of CHIP Statistical Enrollment Data System
(SEDS) data from the Centers for Medicare & Medicaid Services (CMS)
as of March 4, 2014.
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Children in Medicaid-expansion CHIP
programs. Of the 8.1 million children enrolled
in CHIP in FY 2013, 30 percent (2.5 million in

32 states and the District of Columbia) were in
Medicaid-expansion CHIP (Figure 1-1). If CHIP
funding runs out shortly after FY 2015, consistent
with current law, these children would continue in
Medicaid coverage but with federal funding from

Medicaid at Medicaid’s lower matching rate.®

Children age 0 through 18 in separate CHIP
programs. Approximately two-thirds (5.3 million)
of CHIP-funded children in FY 2013 were 0- to
18-year-olds in separate CHIP programs in 39
states (Figure 1-1, Appendix Table 1-A-3).” While
one might assume that children in separate CHIP
programs (who are generally in the income range
for subsidized exchange coverage) would move
to subsidized exchange coverage in the absence
of CHIP funding, such coverage is likely to be
available to less than half of these children.

There are several reasons why this would occur.
First, while the ACA requires states to develop
procedures to automatically transition children
from separate CHIP to exchange coverage as
CHIP allotments run out (§2105(d)(3)(B) of the
Social Security Act (the Act)), it also requires a
special certification that sets a high bar for such
transitions. By April 1, 2015, the Secretary of the
U.S. Department of Health and Human Services
(the Secretary) must certify plans that are “at least
comparable to” CHIP programs with respect to
benefits and cost sharing (§2105(d)(3)(C) of the
Act). As described below, while categories of
covered benefits in separate CHIP and exchange
coverage may be fairly comparable, cost sharing in
exchange plans at current subsidy levels does not
appear comparable to CHIP. If the Secretary finds
that no exchange plans are comparable to CHIP,
states are not required to seamlessly transition

children from separate CHIP to exchange
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coverage, although families may obtain subsidized

exchange coverage on their own.

Children are generally only eligible for subsidized
exchange coverage if a parent is not offered
affordable employer-sponsored insurance. According
to an analysis of survey data for MACPAC by the
Agency for Healthcare Research and Quality, among
children in separate CHIP coverage (5.3 million in
FY 2013), 44 percent are estimated to have parents
who are not offered employer-sponsored insurance
and therefore could qualify for subsidized exchange
coverage (Figure 1-2). If CHIP funding were

exhausted, however, it is not clear how many of

FIGURE 1-2. Eligibility for Subsidized
Exchange Coverage If
Separate CHIP Programs Did
Not Exist, among Children Age
0 through 18 Currently Eligible
for Separate CHIP Coverage

Eligible for exchange
subsidies: Not offered

employer coverage
Ineligible for 44%
exchange subsidies:
Parent enrolled in
employer coverage
36%

Notes: Assumes all employer-sponsored insurance is available to
dependents and is affordable based on the definition in the Patient
Protection and Affordable Care Act (ACA, PL. 111-148, as amended).
Analysis is among non-disabled children not enrolled in employer-
sponsored insurance or Medicare who are eligible for their state’s
separate CHIP program. Numbers do not sum to 100 percent due to
rounding. In fiscal year 2013, 5.3 million children age 0 through 18
were enrolled in a separate CHIP program at some point during the year.
Source: Estimates for MACPAC from the Agency for Healthcare

Research and Quality (AHRQ) from 2005 to 2010 Medical Expenditure
Panel Survey (MEPS) with PUBSIM simulated 2014 eligibility.




these children would be enrolled in the subsidized
exchange coverage for which they are eligible—
particularly if it would require additional cost

sharing and premium payments by families.

The parents of the remaining 56 percent of
children in separate CHIP coverage report having
access to employer-sponsored insurance—the vast
majority of which would be considered affordable
under the ACA, therefore disqualifying them from
exchange subsidies. It is not clear, without CHIP,
what share of these children would be enrolled in
the employer-sponsored coverage their parents are

offered or would become uninsured.

The ACA defines employer-sponsored coverage
as affordable if an employee’s out-of-pocket
premiums for self-only coverage would account
for no more than 9.5 percent of a family’s income.
This affordability test is sometimes referred to as
the family glitch because the cost of coverage for
the entire family is not considered. In 2013, the
average annual worker contribution toward self-
only coverage was $999, compared to $4,565 for
family coverage (KFF and HRET 2013)."

For families not eligible for Medicaid, nearly all
employer-sponsored coverage would be considered
affordable based on the ACAs self-only coverage
definition. Even at the 90th percentile of premiums
for job-based coverage, the self-only premium paid
by employees for a family of three at 138 percent
FPL would comprise only 8.2 percent of income—
still short of the 9.5 percent threshold to qualify
for exchange subsidies (MACPAC 2013a)."" There
are no published estimates, however, specifically on
how many CHIP parents’ coverage would meet this
definition of affordability and how many would
not. There are also no published estimates of how
many more parents would meet the definition if it
were amended to be based on family rather than

self-only coverage.
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Unborn children in separate CHIP programs.
About 4 percent of CHIP-funded enrollees
(approximately 300,000) in FY 2013 were unborn
children (Figure 1-1). The option to cover unborn
children, in use by 16 states, was created through
federal CHIP regulations in 2002 that revised the
definition of the term child to include the period
from conception to birth (Appendix Table 1-A-
3, CMS 2002). States that elect this option are
technically providing coverage to the unborn child,
not the pregnant woman herself. As a result, the
citizenship or immigration status of the mother
is immaterial. However, unborn children are

not eligible in their own right to be enrolled in
Medicaid or exchange coverage. As a result, if the
mother’s immigration status, for example, makes
her ineligible for Medicaid or exchange coverage,
then the unborn children in those 16 states would
lose access to federally subsidized coverage of
prenatal care if CHIP ends.

Key policy issues: Eligibility

The potential for a significant number of children
currently covered by CHIP to become uninsured
if CHIP financing is not extended was one factor
leading the Commission to recommend that the
Congress extend federal CHIP funding for another
two years to allow time to design a structure for
children’s coverage after FY 2017 without undoing
the gains in improving the rate of coverage made
since 1997. Issues meriting further exploration
include the extent to which employer-sponsored
coverage is available and affordable for affected
children and whether they might enroll in that

coverage or become uninsured.

MACPAC also plans to learn more about state
actions affecting children covered under separate
CHIP programs. For example, California recently
moved most of its CHIP-enrolled children from
a separate program into a Medicaid expansion.

Arizona recently terminated its separate CHIP
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program, an action permissible because these
enrollees were in an expansion that occurred after
the ACA’s enactment and thus was not subject to
the MOE. The Commission hopes to learn more
about how these children are now being covered

and how their access to care has been affected.

Cost Sharing and Premiums in
CHIP Compared to Subsidized
Exchange Coverage

In assessing the future of the program, the out-of-
pocket cost sharing and premiums in CHIP relative
to other forms of coverage are key considerations.
While the Secretary must publish (by April 1, 2015)
an assessment of whether the cost sharing in CHIP
and exchange plans is comparable, the findings of
our analysis, outlined in this section, suggest that
children moving from separate CHIP programs to
exchange coverage would experience higher cost
sharing in the form of deductibles, copays, and

coinsurance.

For both cost sharing and premiums, this section
provides an overview of current CHIP policy
and practice before turning to how cost sharing
and premiums are affected by the ACA. This

is followed by a discussion of the affordability
implications for a post-CHIP landscape.

Overview of CHIP cost sharing

Twenty-eight separate CHIP programs require
cost sharing for at least some types of services.
For example, 21 states impose cost sharing for
non-preventive physician visits, and 21 states have
service charges for non-emergency use of the
emergency department. Other common service
categories associated with enrollee cost sharing
include inpatient hospital visits, emergency room

visits, and prescription drugs (Cardwell et al. 2014).
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As with Medicaid (including Medicaid-expansion
CHIP), combined expenses for separate CHIP
premiums and cost-sharing expenses may not exceed
5 percent of a family’s income (§2103(e)(3)(B) of
the Act). Among the 42 separate CHIP programs
analyzed, 22 utilize the 5 percent limitation, while
20 states have a lower cap (Cardwell et al. 2014).

Overview of cost sharing in
exchange plans

The ACA established four metal tiers that denote
average levels of cost sharing in exchange plans,
described in terms of actuarial values. Actuarial
values measure the percentage of covered health
care expenses that an insurer would pay, on
average, for a typical enrollee population. The
metal tiers for unsubsidized exchange plans are as

follows:

» Bronze: Actuarial value of 60 percent

v

Silver: Actuarial value of 70 percent

v

Gold: Actuarial value of 80 percent
» Platinum: Actuarial value of 90 percent

Additionally, exchange plans in the silver tier
are required to provide cost-sharing reductions
to qualifying enrollees with incomes below 250
petcent FPL."* Cost-sharing reductions must

increase actuarial values as follows (Figure 1-3):

» Up to 150 percent FPL: Actuarial value of
94 percent

» 151-200 percent FPL: Actuarial value of
87 percent

» 201-250 percent FPL: Actuarial value of
73 percent

Individuals above 250 percent FPL do not qualify
for cost-sharing reductions. For them, the default

silver plan actuarial value of 70 percent would



apply; however, individuals above 250 percent
FPL may choose to enroll in a non-silver plan. For
example, some individuals could choose a gold or
platinum plan and pay higher premiums but lower
deductibles, while others could choose a lower-

premium bronze plan with higher deductibles.

States have the flexibility to allow insurers offering
exchange plans to design differing cost-sharing
structures as long as they meet the actuarial value
requirements and are in accordance with other
federal guidelines regarding benefits and out-of-
pocket maximums. As a result, two exchange plans
may have the same actuarial value, even though
one may have a higher deductible and lower

copayments relative to the other.

Assessing cost sharing using
actuarial values

To provide insight into the comparability of plan
affordability, MACPAC compared the actuarial
values of cost sharing in five separate CHIP
programs to the actuarial values of exchange plans
with cost-sharing reductions. Because the medical
benefits in separate CHIP and exchange coverage
are largely consistent—with some exceptions, as
described in the next section of this chapter—the
differences in actuarial values between exchange
plans and separate CHIP programs in this analysis

can largely be attributed to cost sharing;

Actuarial values of selected separate CHIP
programs. To estimate actuarial values of separate
CHIP programs, MACPAC used a recent study by
the U.S. Government Accountability Office (GAO)
that provided detailed cost-sharing information for
programs in five states—Colorado, Illinois, Kansas,
New York, and Utah (GAO 2013). To obtain
actuarial values for the CHIP cost-sharing structure
in these five states, MACPAC utilized the actuarial
value calculator from the Center for Consumer
Information and Insurance Oversight (CCIIO) at the
Centers for Medicare & Medicaid Services (CMS)."?
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Two of the five states in the GAO analysis—Kansas
and New York—charged no cost sharing for

any children in the separate CHIP programs and
therefore had actuarial values of 100 percent (Figure
1-3). Both states charged premiums to their higher-
income CHIP enrollees, which are not reflected

in actuarial values. For the lowest-income CHIP
enrollees in Colorado (101 to 150 percent FPL), cost
sharing is so small (e.g,, $2 copayments for doctor’s
visits and inpatient hospitalization) that the actuarial
value (99.5 percent) rounds to 100 percent.

With one exception, all of the other states and
income levels have actuarial values in their separate
CHIP programs ranging from 97 to 99 percent
(Figure 1-3). The exception is for Utah’s highest
income range in its CHIP program (151 to 200
percent FPL), which has an actuarial value of 90
percent. For these children, Utah has a deductible
of $500, with $25 copays for a visit to a primary
care physician and 20 percent coinsurance for
inpatient hospital care (GAO 2013).

These actuarial values are comparable to those
calculated in a 2009 analysis of separate CHIP
programs. In that analysis, the actuarial values of
16 separate CHIP programs were all estimated
to be above 95 percent—with separate estimates
of the actuarial values based on the cost sharing
charged to children at 175 and 225 percent FPL
(Watson Wyatt Worldwide 2009)."

Comparison of CHIP and exchange plan
cost-sharing amounts. Across income eligibility
levels, the actuarial values of the five states’ CHIP
programs are consistently higher than the actuarial
values prescribed for exchange plans with cost-
sharing reductions. As a result, children moving
from separate CHIP programs to exchange

coverage would experience greater cost sharing,

Up to 150 percent FPL, all five states” CHIP
programs had actuarial values in the range of 98

to 100 percent—Ilevels significantly higher than
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Coverage, by Family Income

FIGURE 1-3. Actuarial Values of Five States’ Separate CHIP Programs and of Subsidized Exchange
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Notes: In 2014, 200 percent of the federal poverty level (FPL) is $23,340 for an individual and $8,120 for each additional family member in the lower 48 states and
the District of Columbia. Bars are not shown where a state’s CHIP program does not extend eligibility at that level.

1 For the lowest income range in the figure, lllinois” separate CHIP program eligibility was between 134 and 150 percent FPL. For the highest income range in the

exchange plans’ actuarial value of 94 percent at

that income level (Figure 1-3).

Between 151 and 200 percent FPL, all five

states” CHIP programs except Utah had actuarial
values in the range of 98 to 100 percent—Ilevels
significantly higher than exchange plans’ actuarial
value of 87 percent at that income level. Even in
Utah, the CHIP program’s actuarial value of 90
percent exceeded the actuarial value of subsidized
exchange coverage (87 percent) by more than

a percentage point and therefore would not be

considered comparable under federal regulations.'

Between 201 and 250 percent FPL, subsidized
exchange plans’ actuarial value of 73 percent is
eclipsed by the actuarial values of the four states
analyzed with eligibility levels above 200 percent
FPL (Colorado, Illinois, Kansas, and New York).
In that income range, the CHIP actuarial values in
those four states ranged from 97 to 100 percent.
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Above 250 percent FPL, no cost-sharing
reductions are available for exchange plans. Thus,
above 250 percent FPL, the 70 percent actuarial
value would apply to individuals enrolled in a silver
plan. Above 250 percent FPL, the CHIP actuarial
value is 97 percent in Illinois and 100 percent in
New York; the other three states do not offer
CHIP benefits at this income level (Figure 1-3).

Overview of CHIP premiums

In addition to cost sharing for services, premiums
also affect CHIP’s affordability. As the Commission
has previously noted, the use of premiums in
CHIP programs is fairly widespread. Based on
policies in place in January 2013, MACPAC
estimates that approximately 44 percent of CHIP-
funded children (3.4 million) faced premiums in 33
states, including in some Medicaid-expansion states
(MACPAC 2014a). In states that charge premiums,



all require them when eligibility is extended beyond
200 percent FPL. The amount of those premiums

also increases with family income (Figure 1-4).

FIGURE 1-4. Median Monthly CHIP
Premium per Child Enrolled
in CHIP, by Federal Poverty
Level (FPL), 2013

g32  $33

<150% FPL'151% FPL '201% FPL '251% FPL '301% FPL'

Notes: Medians are calculated among states charging premiums at that
income level. Premiums listed at 201, 251, and 301 percent include states
whose upper income levels are 200, 250, and 300 percent FPL. Oregon
and Pennsylvania were excluded because premiums vary by contractor.

Source: Cardwell et al. 2014.

In some states, lower-income CHIP entollees
also face premiums. As of January 2013, several
states reported charging CHIP premiums below
150 percent FPL—Alabama, Arizona, California,
Delaware, Florida, Georgia, Idaho, Nevada, and
Utah. Since then, California has changed most
of its CHIP program to a Medicaid-expansion
program and has eliminated premiums below
150 percent FPL. In the remaining eight states,
approximately 110,000 children below 150
percent FPL are estimated to be subject to CHIP
premiums (MACPAC 2014a).

In order to align premium policies in separate CHIP
programs with premium policies in Medicaid, the
Commission recommended—in MACPAC’s March
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2014 Report to the Congress on Medicaid and CHIP—
that the Congress should provide that children
with family incomes below 150 percent FPL not
be subject to CHIP premiums (MACPAC 2014a).
Based on evidence from research, the Commission
concluded that eliminating CHIP premiums for
families with incomes under 150 percent FPL
would reduce uninsurance and would cause less
crowd-out relative to higher-income enrollees
(MACPAC 2014a, Abdus et al. 2013, Herndon et al.
2008). Moreover, the CHIP premiums charged in
this income range, generally around $10 per month
(Figure 1-4), are small enough that the revenue loss
to states if they were eliminated would potentially
be offset by reduced costs for collecting and
administering the premiums (Kenney et al. 2007).

Interactions between CHIP and
exchange premiums

While CHIP and exchange coverage each have a
statutory limit on premiums (combined with cost
sharing in the case of CHIP) based on family
income, neither takes into account the effect of
premiums required by the other. In states charging
premiums of CHIP enrollees, the combination, or
stacking, of both CHIP and exchange premiums
could be substantial for families. With more than
3 million children facing CHIP premiums, many
families will be subject to premium stacking if
they purchase exchange coverage in addition to
enrolling their children in CHIP.

As noted in the Commission’s March 2014

report, a single mother with two children who
earns $29,490 per year (151 percent FPL) would
be eligible for an exchange subsidy limiting her
premium contribution to approximately 4 percent
of her income, or $1,193.1 If eligible, her children
would enroll in CHIP, not her exchange plan. In a
state charging $20 per child per month for CHIP
coverage ($480 annually), the additional cost for

this coverage would be an additional 1.6 percent
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of her income. In total, she would pay 5.7 percent
of her income for insurance coverage ($1,673),
more than the limits established for subsidized
exchange premiums in the ACA. If the children
in this example were not eligible for CHIP, then
they could enroll in the mother’s exchange plan
for the same out-of-pocket premium of $1,193—
for a savings to the family of $480 in premiums.
Similarly, if CHIP ends, children currently subject
to CHIP premiums whose parents are enrolled in
subsidized exchange coverage could see a reduction

in total family premiums.

Key policy issues: Affordability
The affordability of children’s health care coverage

needs to be assessed as coverage options are
developed for children enrolled in separate CHIP
programs. At issue is the appropriate level of
financial contribution to be expected of families
toward their health coverage—whether for
enrollment in CHIP, employer-sponsored coverage,

the exchanges, or other sources of coverage.

In extending CHIP funding beyond FY 2015,

the issue of premium stacking would remain, as
families split between CHIP and exchanges face
premiums from both sources and perhaps from
stand-alone dental plans offered through exchanges
as well. As noted in MACPAC’s March 2014
report, the phenomenon of premium stacking is
of concern to the Commission. The Commission
has not come to a conclusion about how the
associated costs of addressing the issue might be
split between states and the federal government.
The Commission also seeks data regarding the
prevalence of split family coverage and premium
stacking and is working with CMS to identify how

many families are affected.
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Covered Benefits in CHIP
and Exchange Coverage

State flexibility in benefit design leads to
differences in the benefits offered by separate
CHIP programs, Medicaid (including Medicaid-
expansion CHIP programs), and exchange plans.
Separate CHIP programs can model their benefits
based on specific private insurance benchmarks, a
package equivalent to one of those benchmarks,

or Secretary-approved coverage. The most flexible
of these options is Secretary-approved coverage,
which is the most common approach. As a result
of this flexibility, covered benefits in CHIP have
the potential to differ substantially from state to
state. On the other hand, 14 programs use a benefit
package similar to Medicaid for Secretary-approved
separate CHIP programs (Cardwell et al. 2014)."

States also have flexibility to define the array of
benefits that qualified health plans (QHPs) must
cover in order to be certified, consistent with
federal minimum requirements for exchange
coverage. One of those requirements is that
exchange plans must provide coverage of the 10
essential health benefits (EHBs) required by the
ACA (§1302(b)).

Benefit design affects access to care. As a result,
the differences in the benefits offered by Medicaid,
separate CHIP programs, and exchange plans raise
questions about which benefit design is appropriate
for children’s coverage. Exchange coverage is new
relative to the CHIP program, so comparisons
between the programs are just now emerging and
are likely to evolve as the exchange market matures.
Existing research points to three areas where

some differences between separate CHIP and
exchange coverage exist: certain covered benefits,
benefit limits, and the approach to offering dental
coverage. Medicaid-expansion CHIP benefits differ
from both separate CHIP and private coverage due
to Medicaid’s EPSDT requirements.



Coverage of benefit categories

Exchange plans offer covered benefits that are
largely consistent with separate CHIP coverage, but
with a few differences. A GAO study comparing
separate CHIP programs and EHB benchmarks in
five states found that most benefit categories were
covered in both programs. For example, benefits
like inpatient and outpatient mental health services
and chronic disease management services were
covered in both separate CHIP programs and
EHB benchmark plans in all five states. However,
outpatient habilitative therapies and pediatric
hearing services were covered inconsistently in
separate CHIP programs and EHB benchmark
plans (GAO 2013)." For example, separate CHIP
programs in three of five states (Colorado, Illinois,
and New York) covered outpatient habilitative
therapies, while benchmark plans in two states
(Ilinois and Utah) covered the benefit.

Benefit limits
In the five states GAO examined, separate CHIP

programs generally include fewer benefit limits
relative to EHB benchmark plans. Comparisons
of benefit limits between separate CHIP programs
and EHB benchmark plans can be difficult

to make because benefit limits can be applied
differently. For example, the CHIP program in
New York allows 6 weeks of physical therapy
services, while the EHB benchmark plan allows
up to 60 visits per condition. With this difficulty
in mind, the GAO first compared whether limits
were applied to the same benefit categories. They
found that separate CHIP programs and EHB
benchmark plans tend to apply limits to the same
benefit categories, typically home and community-
based services, outpatient therapies, and services
that are mandated for children but not adults,
such as dental, vision, and hearing services. And
where benefit limit comparisons were clearer, the
GAO found that CHIP programs tend to have
higher benefit limits than benchmark plans. For
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example, Utah’s benchmark plan limits home and
community-based services to 30 visits per year,
whereas the CHIP program does not impose any

limits on this service.

Pediatric dental coverage

Another key difference is the approach to
providing pediatric dental coverage. Separate
CHIP programs are required to provide coverage
for dental services. Although pediatric oral health
is an essential health benefit, exchange plans are
not required to cover pediatric oral health benefits
if stand-alone dental plans are available in an
exchange (§1302(b)(4)(F) of the ACA)."” Thus
some plans cover all 10 EHBs, including pediatric
dental services, while others offer a stand-alone
dental plan in addition to medical policies that

exclude dental benefits.

When dental coverage is only available in an
exchange as a stand-alone plan, families would
need to purchase separate plans and pay two
premiums.”’ Moreover, individuals and families are
not required to purchase pediatric dental coverage
when offered separately (unless required by state
law).* Stand-alone dental plans may also establish
separate cost sharing (45 CFR 156.150). Questions
have been raised about the affordability of
pediatric dental coverage and whether people will
take up pediatric dental coverage in the absence of
the requirement to do so (AAPD et al. 2013).

The approach to providing pediatric dental coverage
in exchange plans varies by state; for example, in
nine states with a federally facilitated or partnership
exchange, two-thirds or more of the QHPs have
pediatric dental benefits embedded within coverage.
On the other hand, in 14 states with a federally
facilitated or partnership exchange, 15 percent or
fewer QHPs offer plans with embedded pediatric
dental coverage (Reusch 2014). The Commission
recognizes the importance of dental benefits to
children’s health and development and that there
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is more to be learned about how and the extent
to which children in exchange plans get pediatric

dental coverage.

Key policy issues: Covered benefits

While benefit design will be an important element
of a long-term vision for children’s coverage,
systematic information comparing benefits
between exchange plans and CHIP has only
recently begun to emerge. Comparing covered
benefits may be easier in the future. For example,
more details are emerging on how insurers have
designed exchange plans in light of the EHB
requirements. In addition, QHP benefit design
could change as health insurance issuers gain

market experience in the coming years.

MACPAC will assess, for example, whether

plans are adopting the limits set forth in EHB
benchmark plans or are providing coverage
beyond the benchmark. MACPAC will review how
coverage of habilitative benefits in exchange plans
compares to separate CHIP plans in terms of what
services are covered and what limits are applied to
coverage. And MACPAC will monitor the extent
to which dental coverage is offered separately and
what effect, if any, this has on access to pediatric
dental services. This new information can be

used to better compare the type of benefits and
the amount of coverage available in CHIP and
exchange plans, a critical element in understanding
how CHIP and exchange plans address the health

care needs of children.

In addition to developing a better understanding of
what services are covered, MACPAC also seeks to
strengthen its understanding about the quality of
those services. CHIPRA provided $45 million per
year for FY 2009 through FY 2013 ($225 million
total) for the Secretary to identity, publish, and
periodically update a core set of child health quality
measures for states’ voluntary use in Medicaid and
CHIP* Of the 22 child health quality measures
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currently in use as a result of this initiative, all
states reported on 2 of the measures in FY 2012.%
The median number of measures reported by
states was 14 (HHS 2013). MACPAC strongly
supports efforts to measure and improve the
quality of health care for children in Medicaid and
CHIP and will continue to monitor HHS efforts
to improve quality in Medicaid and CHIP and the
effectiveness of the efforts funded by CHIPRA.

Network Adequacy in CHIP,
Medicaid, and QHPs

The adequacy of provider networks to provide
access to necessary services for plan enrollees is
another key consideration when evaluating the
potential impact of moving children now covered
by CHIP to subsidized exchange coverage. There is
an often-stated assumption that CHIP networks are
better than Medicaid and QHP networks, supported
by the arguments that many CHIP networks mirror
private plan networks or that CHIP networks are
designed specifically for pediatric needs (Hensley-
Quinn and Hess 2013, Hoag et al. 2011). However,
limited empirical information exists to support or

refute this assertion.

While there are no data comparing networks in
Medicaid, CHIP, and the exchanges, a comparison
of federal requirements for Medicaid, CHIP,

and QHP network adequacy shows that the
provisions under each program are similar. There
are exceptions, however. Medicaid and CHIP

offer access to out-of-network providers when the
network is not sufficient for an enrollee’s medical
needs. QHP network adequacy provisions do not
require an out-of-network option except in cases of
emergency, although some QHPs may be preferred
provider organizations or point-of-service plans
that may provide such an option with higher cost
sharing, These federal requirements are broad

standards, however, and in many cases substantially



more detailed network adequacy requirements are
established at the state level. QHP networks are still
relatively new, so little information is available on

their adequacy for children.

Medicaid and CHIP network
adequacy requirements

Managed care plans in Medicaid and CHIP are
subject to the same federal network adequacy
requirements (§2103(f)(3) of the Act, CMS 2009).
These requirements provide that states must
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)(1) of the Act). In
addition, each managed care organization (MCO)
must demonstrate that it has “the capacity to serve
the expected enrollment” in its service area and
must also offer “an appropriate range of services
and access to preventive and primary care services
for the population expected to be enrolled”

and “[maintain] a sufficient number, mix, and
geographic distribution of providers and services”

(§1932(b)(5)(A) and (B) of the Act).

Medicaid also requires states to cover services

at federally qualified health centers (FQHCs),
which effectively ensures access to health center
providers. No such federal rules exist for CHIP,
but at the state level, more than 80 percent of fee-
for-service separate CHIP programs and nearly 60
percent of managed care separate CHIP programs
require FQHCs to be included (Hess et al. 2011).
CHIP programs also frequently place other
requirements on coverage of certain providers:
more than 80 percent of fee-for-service separate
CHIP programs and over 50 percent of managed
care separate CHIP programs require contracting
with rural health clinics. In addition, 62 percent of
tee-for-service separate CHIP programs and 28

percent of managed care separate CHIP programs
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cover services at school-based health centers (Hess
etal. 2011).%

Adding to these requirements, CHIP regulations
specify that a state must assure “access to out-
of-network providers when the network is not
adequate for the enrollee’s medical condition” (42
CER 457.495). Medicaid MCOs also must cover
out-of-network services if the network is unable to
provide them (42 CFR 438.200, 42 CFR 438.52). In
addition, children covered by Medicaid are entitled
to EPSDT services regardless of network.

QHP network adequacy
requirements

Federal rules govern minimum network adequacy
standards for exchange plans. QHP provider
networks must be sufficient “to permit access

to care without unreasonable delay” (45 CFR
156.230). The QHP issuer must make its provider
directory available to the exchange and identify
those providers not accepting new patients (45
CFR 156.230(b)). CMS has clarified that within
the initial open enrollment period, enrollees can
move to another plan of the same issuer in the
same metal tier to access a more inclusive provider
network (CMS 2014b).

Oversight of network adequacy dependent on
exchange type. In federally facilitated exchanges
for 2014, HHS used a state’s network adequacy
review if it was at least as stringent as the federal
requirements (CMS 2013a). However, CMS has
issued new network adequacy standards for 2015
(CMS 2014c). In 2015, CMS will require issuers

to submit a provider list detailing all in-network
providers and facilities for all plans for which it
seeks QHP certification. CMS will no longer use
issuer accreditation status, network access plans,
or state review to determine network adequacy.
CMS will instead use a “reasonable access” review
standard to assess whether a network will provide

access without unreasonable delay. CMS will also
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use information gathered about provider networks
to develop time and distance standards for federally
facilitated exchange QHP standards in the future
(CMS 2014c). HHS is also soliciting comments

on its interpretation of the ACA’s provider non-

discrimination requirements (HHS 2014).

States running a state-based exchange can issue
their own regulations that comply with federal
network adequacy requirements. Similarly, states
running a plan management partnership exchange
recommend QHP certification to HHS. This
allows states to use their regulatory authority to
approve network adequacy, but HHS retains the
ultimate responsibility for ensuring that federal
requirements are met (CMS 2013b).

Essential community providers. QHP provider
networks must include a sufficient number and
geographic distribution of essential community
providers (ECPs), defined as providers who serve
low-income, medically underserved individuals (45
CFR 156.235). An alternate standard applies to QHP
issuers that provide a majority of covered services
through physicians they employ or through a single
contracted medical group. These issuers must have
a sufficient number and geographic distribution of
such providers “to ensure reasonable and timely
access for low-income, medically underserved
individuals in the QHP’s service atea, in accordance
with the exchange’s network adequacy standards™ (45
CFR 156.235(b)). To monitor inclusion of ECPs in
2014, HHS verified that the issuer: (1) contracted with
at least 20 percent of the ECPs in its service area, (2)
contracted with at least one ECP of each available
type—FQHC, Ryan White provider, family planning
provider, Indian Health provider, certain hospitals,
and other providers such as tuberculosis clinics—in
each county, and (3) offered a contract to all available
Indian Health providers. If an issuer could not meet
this standard, it was required to provide a satisfactory
justification (CMS 2013a, 2013b). In 2014, issuers

under the alternate standard were also required to
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meet the 20 percent ECP guideline or provide a
satisfactory justification (CMS 2013a, 2013b).

To evaluate ECP network adequacy in 2015, CMS
will verify that an issuer contracts with at least 30
percent of available ECPs in the service area or that
it provides a satisfactory justification if it cannot
meet this standard. In addition, issuers must offer
contracts in good faith to all available Indian Health
providers and to at least one ECP in each ECP
category. In 2015, issuers under the alternate standard
must also meet the 30 percent ECP guideline or
submit a narrative justification (CMS 2014c).

Key policy issues: Network
adequacy

Unlike CHIP, QHP network adequacy provisions
do not require access to out-of-network care if

the network is not sufficient for the enrollee’s
condition, though some QHPs may offer such
access with higher cost sharing. Narrow provider
networks in QHPs could violate the ACA’s
prohibition of discrimination on the basis of
disability and could therefore require access to out-
of-network care if in-network care is not sufficient
to address the enrollee’s medical needs (§1557 of
the ACA, 45 CFR 156.200, Keith et al. 2013).

In contrast with QHPs, CHIP programs are not
tederally required to contract with ECPs. Even

so, many CHIP programs have requirements that
plans include FQHCs and rural health clinics (Hess
etal. 2011).

Many such network adequacy requirements

are established at the state level, and how they
are monitored and enforced via state law, state
regulations, and contracts between state agencies
and health plans varies by state. In future reports,
MACPAC will examine network adequacy
monitoring and enforcement to provide further

context to these comparisons.



A fuller picture of QHP network adequacy

for children will emerge as enrollees access

care throughout the first year of the program.
Complaint tracking and network adequacy reports
from consumer advocates may be the first signals

of access issues.

While some reports suggest that narrower
networks are a trend in both employer-sponsored
coverage and QHPs, it will be important to
monitor the effect of such networks on children’s
access to necessary care (Kliff 2014, McKinsey
2013).* For future reports, MACPAC will continue
to monitor differences in network adequacy
between CHIP and QHPs.

Federal Financing Issues
If CHIP funding is extended, the Congress will

have to make decisions about the program’s federal
financing. Before describing these issues, this section

provides an overview of federal CHIP financing,

Overview of CHIP financing

Federal funding for CHIP is capped and is allotted
to states annually based on a methodology that relies
on each state’s recent CHIP spending. States have
two years to spend each allotment. Thus, in FY 2014,
states have their new FY 2014 allotment available to
them, as well as any leftover FY 2013 funds.” The
current CHIP allotment formula has been in place
since the enactment of CHIPRA in 2009.

If a state uses all of its available FY 2013 and

FY 2014 CHIP allotments in FY 2014, two other
sources of additional federal CHIP funds could be
made available to qualifying states: (1) the CHIPRA
contingency fund and (2) FY 2012 redistribution
funds from states that did not exhaust their FY
2012 allotment after two years of availability.”’
Since the contingency fund was created by CHIPRA,

it has only been used for one state, in 2009.
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Under the ACA, appropriations for FY 2014

and FY 2015 are higher than previous levels, but
at slightly lower levels of growth (10 percent)
compared to those set in CHIPRA for FY 2010

to FY 2014 (13 petcent, on average).”® Within
these total appropriations, states’ FY 2014 CHIP
allotments were based on their FY 2012 spending,
and states” FY 2015 CHIP allotments will be based
on their FY 2014 spending.

Based on state estimates of their projected spending
made in February 2014, federal CHIP spending in
FY 2014 is projected to be $9.6 billion, 6 percent
higher nationally than in FY 2013 (Appendix Table
1-A-4). This average masks variation at the state
level. For example, five states are projecting increases
in federal CHIP spending of at least 40 percent—
South Carolina (63 percent), Alaska (42 percent),
North Carolina (41 percent), Alabama (40 percent),
and Kansas (40 percent).?” On the other hand, as a
result of the termination of CHIP-funded coverage
of parents required by CHIPRA, New Jersey and
New Mexico are projecting large declines in federal
CHIP spending in FY 2014 compared to FY 2013
(47 and 43 percent, respectively).”

Federal financing of former CHIP
children in a post-CHIP landscape

This section describes, under current law, the
timing of states’ exhaustion of federal CHIP funds
in FY 2016 and the financing implications of
children’s coverage in a post-CHIP landscape.

Timing of states’ exhaustion of federal CHIP
funds. While no new CHIP allotments are slated
for FY 2016 or after, CHIP’s authorization does
not expire. In FY 2016, states may continue to use
any unspent FY 2015 CHIP allotments. Under
current law, however, contingency fund payments
are not authorized past FY 2015, so this source of

funding would not be available as states run out
of CHIP funds (§2104(n)(3)(A) of the Act). Any
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redistribution amounts available in FY 2016 would
likely be small.

Under current law, states will run out of CHIP
funding at various points during FY 2016,
depending on a number of factors. The primary
determinant of when states will exhaust their
federal CHIP funds would be how much of

their FY 2015 allotment remains unspent at the
beginning of FY 2016. Various federal policies
would also affect when states run out of federal
CHIP funds. For example, the ACA included a
policy that increases the federal matching rate

for CHIP by 23 percentage points for FY 2016
through FY 2019 (although it cannot exceed

100 percent). Thus, beginning in FY 2016, the
federal CHIP matching rates will range from 88
to 100 percent, rather than the current range of
65 to 83 percent (Appendix Table 1-A-4). This
will accelerate the pace at which states will use
any remaining federal CHIP funds in FY 2016.
From the state perspective, states’ current share
of CHIP expenditures ranges by state from 17 to
35 percent; a 23-point increase in the federal share
would reduce the state share to a range of 0 to 12

percent—as long as funds are available.

State policies may also affect when states exhaust
their federal CHIP funding. For example, while
the ACA generally prohibits reducing children’s
eligibility for CHIP, states are permitted to impose
enrollment limits “in order to limit expenditures...
to those for which Federal financial participation
is available” (§2105(d)(3)(A)(iii) of the Act). Other
actions states may take to reduce CHIP spending
that are not prohibited under the ACA’s MOE
include allowing CHIP waivers to expire and

cutting payments to plans and providers.

Federal funding for children if CHIP funding
is exhausted. As discussed eatliet, states with a
Medicaid-expansion CHIP program will generally

be required to continue their Medicaid coverage if
CHIP funding is exhausted shortly after FY 2015
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as under current law. While Medicaid’s matching
rate is lower than CHIP’s, Medicaid’s federal
funding is open ended. Thus, for states relying

on Medicaid expansions, there is no prospect

of federal Medicaid funds running out, as with
CHIP, but the state contribution would increase.

A reduction from the CHIP matching rate—not
including the 23-point increase for FY 2016—to
Medicaid’s traditional matching rate would generally
increase state expenditures for those children by

43 percent. The District of Columbia and seven
states operating their CHIP programs entirely as an
expansion of Medicaid (Alaska, Hawaii, Maryland,
New Hampshire, New Mexico, Ohio, and South
Carolina) could face the largest increases in state
expenditures for continuing coverage through
Medicaid if federal CHIP funding and its enhanced

matching rate were not available.

States with separate CHIP programs would no
longer be required to provide coverage after federal
CHIP funding is exhausted. Forty-three states
operate some portion of their CHIP programs
separate from Medicaid, including 14 states with
CHIP programs wholly separate from Medicaid
(Appendix Table 1-A-3). These states’ only federal
requirement would be to have procedures to

enroll children in exchange plans that are certified
as being comparable to CHIP, if available. Thus,
states with a separate CHIP program could be
released from any state spending, while many of
those affected children would become uninsured or
face significantly higher cost sharing. For children
who would qualify for subsidized exchange
coverage if their CHIP coverage were to end, the

cost of the subsidy would be entirely federal.

The federal cost of CHIP’s continuation was a
major legislative issue for reauthorization in 2009,
but coverage changes made by the ACA have led
the Congressional Budget Office (CBO) to assume
that much of the cost of a CHIP extension would
be offset by reductions in other federal spending;



Under current law, if CHIP allotments are not
extended past FY 2015, CBO assumes that many
enrollees would receive federally subsidized
coverage from other sources, including through
exchanges, Medicaid, and employer-sponsored
insurance. Since an extension of CHIP would
replace other forms of federally subsidized
coverage, federal cost estimates of extending
CHIP are partially offset by reductions in other
programs. On the other hand, the 23-percentage
point increase in the CHIP matching rate slated
under current law for FY 2016-2019 has increased
the federal cost of an extension of CHIP relative

to prior law.

Key policy issues:
Federal financing
The prospect of CHIP funding ending shortly

after FY 2015 under current law and the extension
of CHIP funding through FY 2017 under the
Commission’s recommendation raise questions
regarding the appropriate level of federal versus
state financing of public coverage. How much
federal financing is necessary to ensure appropriate
levels of program participation—not only

by individuals but also by states? The federal
government also subsidizes exchange coverage and
employer-sponsored insurance. Considering all of
the sources of coverage subsidized by the federal
government, do the levels of federal spending
toward each represent the optimal use of taxpayer

dollars for ensuring access to appropriate care?

If the Commission’s recommendation to extend
CHIP funding through FY 2017 is adopted, a
new set of issues will emerge around financing
children’s coverage in FY 2018 as policymakers

consider the future of CHIP once more.
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Options for the Future of CHIP

The Commission considered several options as it
examined the role of CHIP given new coverage
options for low-income individuals. These included
what might happen if current law were allowed to
stand or if CHIP funding were extended for four
years or more. It concluded, for reasons discussed
below, that neither option is desirable and thus
recommended two additional years of funding.
This transition period, which would last through
the end of FY 2017, will, in the Commission’s view,
provide time to address the limitations that have
become evident in the availability and adequacy of
pediatric coverage, particularly through exchanges.
The Commission believes that these limitations
must be addressed so as not to step backward from
the relatively high level of good coverage children
now have through CHIP.

Maintain current law

The Commission considered what would happen
under the current-law scenario, under which
states would exhaust CHIP funding shortly

after Y 2015. It found that many children now
served by the program would not have a smooth
transition to another source of coverage offering
comparable benefits and cost sharing. The
number of uninsured children would likely rise,
and the cost sharing for children obtaining other
coverage would often be significantly higher. In
the Commission’s view, it is not clear that exchange
plans are ready to serve as an adequate alternative
for CHIP children in terms of covered benefits
and provider networks.

Under current law, the exhaustion of CHIP funding
would also have an inequitable financial impact

on states. Through FY 2019, Medicaid-expansion
CHIP states would be required to continue
Medicaid coverage at reduced federal matching
rates. Approximately 3 million children enrolled

in Medicaid-expansion CHIP would be protected
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with continued coverage. However, states operating
separate CHIP programs (now serving over 5
million children) would have no legal obligation to

continue financing coverage for these children.

From the Commission’s perspective, there is
insufficient time between now and the end of
FY 2015 to address all these issues, either in

law or regulation. A time-limited extension of
CHIP funding appears warranted to minimize
coverage disruptions and provide for a thorough

examination of the coverage options for children.

Transition funding of CHIP
through FY 2019

The Commission also considered extending CHIP
funding through FY 2019, consistent with the
ACA’s MOE. In addition to aligning coverage

and financing policies, this approach would also
allow for completion and consideration of the
Secretary’s assessment of the comparability of
CHIP and exchange coverage in terms of benefits

and cost sharing;

The Commission believes that coverage for
children under a separate CHIP authority should
not be maintained indefinitely. The optimal
outcome for children and families is to address
affordability and adequacy so that low- and
moderate-income children can be fully integrated
into other sources of coverage, including Medicaid,
exchange, and employer-sponsored coverage.

In order for exchange coverage to meet the
affordability and care standard of CHIP, it must
become more responsive to the health needs of
all children, including those whose families need
financial assistance in order to make coverage
affordable. In the view of the Commission, health
coverage for children should be high quality,
affordable to families, and be integrated with the

full array of coverage options.
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CHIP has clearly played a historic role in reducing
the number of uninsured children, and lessons
learned from that experience should continue to
inform public policy. But the ACA transformed the
policy context for CHIP such that CHIP-funded
coverage represents a small wedge among coverage
options, potentially adding complexity for families
and administrative costs for the states and the

federal government.

We have recommended the short-term extension
of CHIP to provide the impetus to make the
legislative and regulatory changes necessary to
smooth the transition and to make coverage
options work well for CHIP children. A shorter-

term extension is also more fiscally prudent.

Commission
Recommendation

Recommendation 1.1

The Congtess should extend federal CHIP funding
for a transition period of two additional years
during which time the key issues regarding the
affordability and adequacy of children’s coverage

can be addressed.

Rationale

This recommendation calls for extending federal
CHIP allotments through FY 2017, thereby
enabling two additional years of transition.

The Congress should act soon to extend CHIP
allotments through FY 2017 so that states do not
respond to the uncertainty around CHIP’s future by
implementing policies that reduce children’s access
to appropriate care. This recommendation assumes
no changes in any other aspect of CHIP-funded
coverage as it exists under current law, including the

23-percentage-point increase in the CHIP federal



matching rate slated for FY 2016 through 2019,

which states have built into their budget estimates.

This short-term extension would provide

an opportunity for policymakers to develop
sound policies for coverage of children now
served by CHIP. During this time, a thoughtful,
comprehensive assessment is needed to develop
and implement specific changes in public policy
that will ensure adequate and affordable coverage
for low-income children, equitable treatment of
states, appropriate use of public dollars when
private dollars may be available (for example,
through employer-sponsored coverage), and

smooth transitions across sources of coverage.

There are three primary reasons for this extension.
First, extending CHIP would prevent increased
uninsurance among children. This projected
increase could be mitigated substantially if the
ACASs affordability test for employer-sponsored
coverage accounted for the cost of family
coverage, not just self-only coverage, or to allow
more low-income working families to access
exchange subsidies if employer-sponsored
coverage is still too costly; however, such changes
would result in increased federal costs for subsidies

in the exchange.

Second, in the absence of CHIP, many families
would see significant increases in cost sharing for
health care services. The higher cost-sharing levels
for exchange coverage would increase financial
burden and may raise barriers to low-income
children’s access to care. This could be addressed
in several ways—for example, by increasing
cost-sharing assistance associated with exchange
coverage, offering such assistance for those with
employer-sponsored insurance, or by providing
wraparound cost-sharing assistance through other
means. These options raise additional design
questions such as which children should be eligible
for these additional cost-sharing protections and

how such enhancements would be financed.
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Third, there is little evidence on children’s
experience in exchange plans to determine whether
or not the plans, benefits, and networks are
adequate and appropriate for children currently
enrolled in CHIP. For example, while children’s
dental care must be covered in CHIP and made
available in exchange plans, parents may find
that stand-alone dental plans in exchanges are
too expensive, even with the subsidies, and forgo
such coverage. In addition, little is known about
how exchange plans’ networks compare to those
in CHIP and how low-income children are faring
in these plans. Evidence needs to be further
developed on the adequacy of coverage for

children in exchange plans.

The Commission stresses that it considers this
additional funding transitional. This means that
during this time period, specific steps will need

to be taken to ensure that exchange coverage
adequately responds to the needs of children

and that other options to improve employer-
sponsored and Medicaid coverage are explored. If
it becomes evident during this extended transition
period that more time is necessary to ensure that
needed reforms are in place and that children’s
transition into new coverage options is appropriate,
further extending this transition period should be
considered. However, the Commission remains
confident that the changes necessary to ensure
that children have access to high-quality coverage
that addresses their needs can be made during this

transition period.

Implications

Federal spending. Providing federal CHIP
funding for an additional two years beyond FY
2015 is projected to increase federal spending, in
part because of the ACA’s increase in the CHIP
matching rate (23 percentage points). As a result
of this increase in the matching rate, the federal

government will pay for approximately 93 percent
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of states’ CHIP expenditures during this period, up
from the historical average of 70 percent of CHIP

expenditures.

CBO estimates that this recommendation, to provide
tederal CHIP allotments for FY 2016 through 2017,
would increase net federal spending by $0-5 billion
above the agency’s current law baseline. The federal
costs of providing CHIP allotments for two

more years would be largely offset by reductions
in federal spending for Medicaid and subsidized
exchange coverage—sources of federally subsidized
coverage in which many children are assumed

to enroll if CHIP funding were to be exhausted
under current law. CBO’s estimate also reflects
congressional budget rules that require the agency
to assume in its current law spending baseline that
federal CHIP funding continues beyond FY 2015
at $5.7 billion each year.

States. This recommendation would enable states
to continue providing CHIP-funded coverage for
another two years to 8 million children without the
risk of increased uninsurance and increased state
Medicaid spending if CHIP were to end.

The effect of this recommendation would not only
extend the life of CHIP but also lower state CHIP
matching payments relative to what states currently
pay, as the 23-point increase in the CHIP matching

rate under current law goes into effect.”

Enrollees. The effect on CHIP enrollees of a
two-year extension of CHIP will differ depending
on the type of CHIP program in their state and

on entollees’ circumstances. Children in Medicaid-
expansion programs would experience no change,
since the MOE obligates states to continue that
coverage even after federal CHIP funding is
exhausted. Extending CHIP through FY 2017 would
ensure that children currently covered in separate
CHIP programs do not become uninsured or

moved to coverage that requires higher cost sharing,
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Plans and providers. Extending CHIP funding
would ensure that the plans and providers currently
participating in CHIP could continue that coverage

without disruption.

Next Steps

In future analyses and reports, the Commission
will explore in greater depth the issues raised in
this chapter that must be addressed before children
currently enrolled in CHIP can be integrated into
other sources of coverage, including coverage
through Medicaid, exchanges, and employers. The
Commission will explore policy options that can
address these known shortcomings in children’s
coverage that would exist without CHIP and
what the trade-offs would be for each of them.
We will also examine any emerging evidence
regarding children’s experiences in exchange

plans to determine whether other issues need to
be addressed to ensure coverage is adequate and

appropriate for children currently enrolled in CHIP.



Endnotes

! While ending CHIP would lead to some children being
uninsured, the magnitude of the effect depends on a
number of factors, many of which are difficult to model
with precision. In addition, this estimate was modeled using
data from several years ago and does not take into account
that some states, most notably California, have transitioned
the vast majority of their enrollees from separate CHIP to
Medicaid-expansion CHIP coverage.

2 The most commonly chosen option for benefit design
among separate CHIP programs is coverage approved by the
Secretary (25 programs). Among the 25 Secretary-approved
separate CHIP programs, 14 of the programs are based

on the Medicaid benefits package offered in the same state
(Cardwell et al. 2014).

* This decline in ptivate coverage could be the result of
multiple factors. It could, for example, reflect a broader
decline in the availability of employer-sponsored health
insurance for adults and children. It could also reflect a
degree of substitution of public coverage for available
private coverage, which is frequently referred to as crowd-
out. Researchers have struggled to answer the question of
whether CHIP eligibility expansions caused crowd-out of
private coverage or whether private coverage declines would
have occurred regardless and CHIP prevented uninsurance.
Based on a review of the most reliable studies available in
2007, CBO determined that 25 to 50 percent of the increase
in public coverage resulting from CHIP was from a decline
in private coverage. In other words, for every 100 children
who enroll in public coverage as a result of CHIP, private
coverage falls by between 25 and 50 children (CBO 2007).

* Under the ACA, individuals whose Medicaid or CHIP
eligibility is determined based on modified adjusted gross
income must face no asset test or requirement for an in-
person interview (§§1413(b)(1)(A) and 2002 of the ACA).
In addition, ACA regulations require states to attempt to
renew eligibility on the basis of data already available to the
state before requiring information from enrollees (42 CFR
435.916(a)(2) and 457.343). Prior to these requirements, the
Children’s Health Insurance Program Reauthorization Act
of 2009 (CHIPRA, P.L. 111-3) provided bonus payments
to states implementing these (and other) strategies and that
increased child Medicaid enrollment by certain amounts
(§104 of CHIPRA). States often used CHIP as a forerunner
to test the use of these strategies before applying them to
populations in Medicaid.
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5 The analysis excludes children entolled in employet-

sponsored coverage.

¢ CHIP also funds coverage of pregnant women on a
limited basis. In FY 2013, 10,149 adult pregnant women
received CHIP-funded coverage, excluding unborn children

(MACPAC 2014a).

7 Although all states will be eligible to receive CHIP funding
for at least some children in Medicaid as of 2014 due to the
implementation of two ACA requirements, 14 states are still
categorized as separate programs in this report because they
did not have approved state plan amendments on the Centers
for Medicare & Medicaid Services (CMS) website indicating
whether they will characterize themselves as combination
states. The two ACA requirements are: a mandatory
transition of 6- to 18-year-olds between 100 and 133 percent
FPL in separate CHIP programs to Medicaid coverage, and
a mandatory 5 percent of income disregard that effectively
requires Medicaid coverage for all children at or below 138
percent FPL.

# Because the MOE is tied to eligibility policies in place on
March 23, 2010, it is not clear whether states that elected
to convert much of their population from separate CHIP
to Medicaid-expansion coverage, such as California, would
be able to remove those children from Medicaid as CHIP
funding is exhausted.

? FY 2013 CHIP-funded enrollment reflected states’
coverage of 6- to 18-year-olds between 100 and 133 percent
FPL in separate CHIP programs. The ACA requires these
children to be transitioned to Medicaid-expansion CHIP
coverage, which will shift an estimated 700,000 children
from separate CHIP to Medicaid-expansion CHIP. In FY
2013, at least 19 states reported enrollment of 6- to 18-year-
olds between 100 and 133 percent FPL in separate CHIP
programs: Alabama, Arizona, Colorado, Delaware, Florida,
Georgia, Kansas, Mississippi, Nevada, New York, North
Carolina, North Dakota, Oregon, Pennsylvania, Tennessee,
Texas, Utah, West Virginia, and Wyoming,

' For a family of three, 200 percent FPL is $39,580. For
such a family, the average worker contribution for self-only
coverage would comprise 2.5 percent of income, while family

coverage would consume nearly 12 percent of income.

' While 98 petcent of employees who are eligible for their
employers’ coverage also have access to dependent coverage,

that coverage may not be practically affordable.

12 Excludes American Indians, for whom different cost-
sharing levels apply in exchange plans.
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3 MACPAC used the proposed 2015 Actuatial Value
Calculator publicly available in February 2014. The calculator
draws upon 2010 claims data from Health Intelligence
Company, LLC, which is licensed by the Blue Cross and Blue
Shield Association. The claims data are from 54 million adults
and children in commercial insurance plans, representing
group and individual health plans. The calculator determines
actuarial values based on enrollees’ cost-sharing information
and a standard population representing “those likely to be
covered in the individual and small group markets in 2014”
(Knuth 2013).

" A 17th state, West Virginia, was included in the original
analysis. It has since reduced its CHIP cost sharing, which
would increase its actuarial value. At the time of the 2009
analysis, the actuarial value for its coverage was estimated at
92 percent.

5 See 45 CFR 156.400 regarding the definition of de minimis

variation for a silver plan variation.

16 This assumes the mother chooses the second-lowest cost
silver plan, on which the premium credits are based. If she
chooses a more expensive plan, she is also responsible for
the difference.

7 MACPAC has previously discussed the states’ role in
benefit design in CHIP programs and defining benefit
standards for exchange plans (MACPAC 2014b). For
example, states can implement a Medicaid-expansion CHIP
program in which federal Medicaid rules apply, including
Early and Periodic Screening, Diagnostic, and Treatment
(EPSDT) service requirements. Essential health benefits

do not apply to CHIP programs. For more information on
benefit design, see MACPAC 2014b and MACPAC 2013b.

'8 In the study, the GAO compared the benefit categoties
offered by separate CHIP programs and the EHB benchmark
definition in five states. The list of services available within
each category may vary among separate CHIP and EHB
benchmark definitions, and therefore coverage of a specific
service may vary. EHB benchmark definitions establish a
minimum standard that all exchange plans must meet in order
to be certified. Issuers can provide additional services or
establish higher benefit limits than those established in EHB
definitions. When the GAO conducted their analysis, exchange
plan details were not available. As a result, actual coverage may
vary from the EHB benchmark used for comparison.

19 Stand-alone dental plans cover dental services only and
must meet the state-defined pediatric oral services EHB
standard (§1311(b)(2)(B)(ii) of the ACA).
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? Individuals who purchase both separate medical and stand-

alone dental plans face premium payments for each policy.

! Three states (Kentucky, Nevada, and Washington) requite
families and individuals to purchase dental coverage for children
when it is not embedded within a QHP (Snyder et al. 2014).

> The child quality measures are not funded by CHIP and are
not part of the CHIP statute, but pertain to both Medicaid
and CHIP.

# Nationally, 43 percent of children in Medicaid and CHIP
received preventive dental services in FY 2012, and 24

percent received a dental treatment service.

* Forty-six states, including the District of Columbia,
responded to this National Academy for State Health Policy
survey (Hess et al. 2011).

% A recent study by McKinsey & Company found that 70
percent of silver plan networks studied were narrow or ultra-
narrow (McKinsey 2013).

% The cutrent CHIP allotment formula has been in place

since CHIPRA’s enactment in 2009. For even-numbered
years (FY 2010, FY 2012, and FY 2014), allotments are
calculated as last year’s allotment and any shortfall payments
(e.g., contingency funds), increased by a state-specific growth
factor. For these years, a state can also have its allotment
increased to reflect a CHIP eligibility or benefits expansion.
For odd-numbered years (FY 2011, FY 2013, and FY 2015),
the allotments are rebased, based on last year’s federal

CHIP spending in each state or territory, including from

contingency funds, plus its growth factor.

7 By the beginning of FY 2014, all but five states had
exhausted their FY 2012 allotments. These states’ unspent
amounts (Arizona for $8.5 million, Michigan for $13.8
million, New Mexico for $148.7 million, Utah for $§13.8
million, and Wisconsin for $1.0 million) total $185.8 million

and are available for redistribution to any state facing a
shortfall of federal CHIP funds in FY 2014.

* Under CHIPRA, approptiations for federal CHIP
allotments were as follows: $10.6 billion for FY 2009, $12.5
billion for FY 2010, $13.5 billion for FY 2011, $15.0 billion
for FY 2012, and $17.4 billion for FY 2013. Under the ACA,
the federal CHIP appropriations for CHIP allotments are
$19.1 billion for FY 2014 and $21.1 billion for FY 2015.

# Bven with these projected increases, these states are not
expected to exhaust their available federal CHIP funding in
FY 2014.



% CHIPRA required states to eliminate CHIP-funded
coverage of parents by September 30, 2013. In FY 2013,
CHIP-funded enrollment of parents existed in New Jersey
(183,717), New Mexico (14,790), and Arkansas (10,425).

31 Based on the FY 2014 and FY 2015 federal CHIP
matching rates, a 23-point increase would result in no state
share for CHIP expenditures in the District of Columbia
and 10 states (Alabama, Arizona, Arkansas, Idaho, Kentucky,
Mississippi, New Mexico, South Carolina, Utah, and West
Virginia). For other states, their share of CHIP expenditures
would not exceed 12 percent, compared to the current

maximum of 35 percent.
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Chapter 1 Appendix

APPENDIX TABLE 1-A-1. Percentage and Number of Uninsured Children under Age 19 by State, 2012

Percent of Children Number of Share of Total
Who Are Uninsured | Uninsured Children | Uninsured Children

United States 71.5% 5,866,000 100 0%
Alabama 4.4 52,000

Alaska 13.4 26,000 O 4
Arizona 13.3 227,000 3.9
Arkansas 59 44,000 0.7
California 8.5 829,000 141
Colorado 8.9 117,000 2.0
Connecticut 3.9 33,000 0.6
Delaware 3.7 <10,000 -
District of Columbia 2.7 <10,000 -
Florida 11.4 484,000 8.3
Georgia 9.5 251,000 4.3
Hawaii 3.3 11,000 0.2
|daho 8.0 36,000 0.6
lllinois 3.7 119,000 2.0
Indiana 8.2 138,000 2.4
lowa 4.6 35,000 0.6
Kansas 7.4 56,000 1.0
Kentucky 6.4 69,000 1.2
Louisiana 5.8 69,000 1.2
Maine 49 14,000 0.2
Maryland 4.2 60,000 1.0
Massachusetts 1.4 21,000 0.4
Michigan 4.5 109,000 1.9
Minnesota 5.8 79,000 1.3
Mississippi 7.8 62,000 1.1
Missouri 7.7 114,000 1.9
Montana 11.6 27,000 0.5
Nebraska 59 29,000 0.5
Nevada 17.0 118,000 2.0
New Hampshire 4.4 13,000 0.2
New Jersey 54 116,000 2.0
New Mexico 8.6 47,000 0.8
New York 4.3 196,000 3.3
North Carolina 7.6 183,000 3.1
North Dakota 74 12,000 0.2
Ohio 5.7 161,000 2.8
Oklahoma 10.7 106,000 1.8
Oregon 6.0 54,000 0.9
Pennsylvania 52 152,000 2.6
Rhode Island 5.8 14,000 0.2
South Carolina 8.4 97,000 1.7
South Dakota 4.2 <10,000 -
Tennessee 5.9 94,000 1.6
Texas 13.0 958,000 16.3
Utah 9.8 91,000 1.6
Vermont 3.0 <10,000 -
Virginia 5.9 117,000 2.0
Washington 59 99,000 17
West Virginia 4.6 19,000 0.3
Wisconsin 49 69,000 1.2
Wyoming 10.2 15,000 0.3

Notes: Because three states and the District of Columbia are estimated to have less than 10,000 uninsured children, specific estimates are not provided due to
concerns about the lack of precision. All other estimates are rounded to the nearest thousand. Dashes indicate the share of the national total is not included because
the estimated number of children is below 10,000.

Source: Analysis for MACPAC by Social & Scientific Systems of 2012 data from the American Community Survey (ACS).
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APPENDIX TABLE 1-A-2. Children’s Medicaid/CHIP Participation Rates and Number and Share
of Children under Age 19 Eligible for Medicaid or CHIP but Uninsured,
by State, 2012
Children’s Estimated Number of Share of National
Medicaid/CHIP Children Eligible but Total of Children
Participation Rate Uninsured Eligible but Uninsured
United States 88.1% 3,722,000 100.0%
Massachusetts 97.4 12,000 0.3
District of Columbia 971 < 10,000 -
Vermont 95.2 < 10,000 -
Maine 94.0 < 10,000 -
Delaware 93.9 < 10,000 -
Arkansas 93.9 22,000 0.6
[llinois 93.8 81,000 2.2
Connecticut 93.0 19,000 0.5
Alabama 92.6 40,000 1.1
Hawaii 92.6 < 10,000 -
Louisiana 92.5 44,000 1.2
New York 92.4 147,000 3.9
Michigan 92.2 71,000 1.9
South Dakota 921 < 10,000 -
Maryland 91.9 37,000 1.0
West Virginia 91.1 15,000 0.4
Rhode Island 90.4 < 10,000 -
Tennessee 90.3 64,000 1.7
Mississippi 90.3 41,000 1.1
Oregon 90.2 38,000 1.0
Kentucky 90.2 43,000 1.1
lowa 89.8 27,000 0.7
New Hampshire 89.7 < 10,000 -
North Carolina 89.6 107,000 2.9
Ohio 89.5 108,000 29
Pennsylvania 89.4 115,000 3.1
Washington 89.4 67,000 1.8
New Mexico 89.3 30,000 0.8
Wisconsin 88.7 53,000 1.4
New Jersey 88.7 78,000 2.1
Nebraska 88.5 17,000 0.5
Virginia 87.5 67,000 1.8
South Carolina 87.5 63,000 1.7
California 87.0 570,000 15.3
Kansas 86.4 37,000 1.0
|daho 86.3 22,000 0.6
Georgia 85.8 167,000 4.5
Oklahoma 85.8 62,000 1.7
Missouri 85.5 88,000 2.4
Florida 85.5 270,000 7.3
Minnesota 85.3 58,000 1.6
Wyoming 85.2 < 10,000 -
Colorado 85.0 69,000 1.8
North Dakota 84.5 < 10,000 -
Indiana 84.4 102,000 2.7
Texas 84.3 516,000 13.9
Arizona 81.8 136,000 3.6
Alaska 81.7 11,000 0.3
Montana 81.0 20,000 0.5
Utah 75.8 58,000 1.6
Nevada 70.6 75,000 2.0
Notes: Estimates reflect adjustments for possible misreporting of coverage on the American Community Survey (ACS). For the nine smallest states and the District
of Columbia, all of which have estimated totals that are below 10,000, specific estimates are not provided because of concerns about the lack of precision. All other
estimates are rounded to the nearest thousand. Dashes indicate the share of the national total is not included because the estimated number of children is below 10,000.
Source: Kenney and Anderson 2014.

JUNE 2014 | 31



REPORT TO THE CONGRESS ON MEDICAID AND CHIP

MACPAC

192902 | 6¥¢'9kt - - 67¢'9kL  GGe-8yL  GGe-8¥k  GGE-00¢ | ¢}S'06 L71-801 ta i :o_wc_pe%o Aasiap maN
uoisuedxa
0Sh'61 - - - - - - - 0Sv'61 €¢6-/61  €¢8-/61  €2¢E-/6l PIROIPBN | aliysdwey maN
112°02 11202 - - 112'02 G0¢—6€F  G0¢—99}  G0¢—99I1 |- 8c1-¢¢l a = uofeulquo9 sepeAsN
£€81°GG €661 €66} ¢0¢-0 |- - - - 06.'€S 8lc—¢kl  8l¢—8¥lL  8lg—€9l | uoneulquio) ENSEIgaN
96%°18 96V°1€ = - 96%°1€ 99¢-6v}  99¢-6¥L  99¢-6¥|I | — 8y IOkt = ta uofeulquog cBUBJUOI\
816'C6 106°2€ - - 106'2€ G0e-vS+  G0e-¥Gl  G0€-¢0¢ | L10°GS SSI-LEL - = uofjeulquo) UNOSSIA
0216 0216 - - 0216 vic-6€L  vld6vL  ¥ld—00C |— 8¢1-80} = = aleJedag iddississi
GEg'e vyvl'e vyl'e €8¢0 | — - - - L6 = = 88¢-9/¢ | uoneulquo) BJ0SBUUI
0/9'68 02 9G¥/ 061—0 | G8629 LIe—99F  /Z1eg-99F  /l2-102 | 6226l GOI-0LL  S9L-vvl ta uofeulquo9 ueBIyIN
6LL'8VE | 9096/ 1/8°8 G0¢—0 | G€2°0/ G0E€—9G}  G0e-9G}  S0€-90C | €169 GGL-GLL  SSI-¥EL  G0C—98I :o_ﬁc_ne%o SHasnyaesse|\
uoisuedxa
ysp'sel | - - - - - - - yGy'Gel  ¢ee-0kk  ¢2e6EL  ¢2E-S61 PreaIpayl puejAse|y
2HL'6C 90k - - 1790} €le—€9+  €lg-€9L  €le-L6F | 1L0'6) ¢9l-€eL  29l-Lvl ta uofjeulquo) QulB\
896'67} | 2606 9eLy G020 | 9561 GG¢—8l¢  GG¢—8lc  SG¢-8lc | 9/8°0¢F  Lle—60F  Zle—€¢}  Zlg-€pl | UOhRUIQUWIO) EUEISINOT
69078 8/9'C¢ - - 8/9'C¢ 81¢-G9}  81¢-S9}  8l2-102 | I6E'IS Pol-0LL  ¥9L-EVL = uofjeulquo) fyomuay|
7919 79192 - - v91°92 0G¢-6€F  09¢—G9G}L  09¢—<¢ll |- eIl = = aleledag Sesuey
0/9'¢8 FIG'19 - - LIG'19 L06-€LL  10€-€LL - 65122 ¢L1=€¢l T 08€-Iy¢ | uoneulquo) EMO]
GIy'eSE | 09/°9% = - 09/°9y G6G¢—v9}  GG¢—¥9}  GGe-vlg | GG9'G0L  €91-/0F  €9l—¢v}  €1¢-8GL | UOhERUIQUWIO) Euelpu|
/60°/8€ | €96'v/L | 8/2'GC G0c—0 | G896l  8LE-8FL  8IE-8FL  8IE-8Y} | ¥ELCIL  LVI-60} - = uofjeulquio) sioul
66€ Gl 816'Ge - - 816'Ge 061-6E}  061-87}  06}-8%} | 1886l 8¢1-80} = = :o_mc_ns%o oyepl
uoisuedxa
6.6°0¢ - - - - - - - 6.6°0€ €1e-90L  ¢le-0vL  €lE—¢6l PredIpsiy IlemeH
906'69¢ | 906°69¢ - - 906'69¢ ¢G2-68F  ¢G2-GSk  ¢Sc-lle | - 8CL-vLI = i ajeJedag e|f103Y
GIV'ELy | EVECLY - - eve'cly  Gle-68F  Slg-9vl - 2.0l 8CI-CLI = L1¢—€61 | uoneulquio) EpLIOIH
uoisuedxa BIqWN|09
/50'6 - = - = - = - /506 vee-€LL  ¥ee-Lvl  ¥2€-L0¢ Predipayl jojomsia
081°Cl Lokl 996Gy - GEG'8 Ll¢6SL  LIg-8pl - 6. SCL-LLL = /1¢—-G6} | uoheulquo) dIeMela(]
66681 66681 = - 66681 €¢€—¢c0¢  €¢€—¢0¢  €¢6—<¢0¢ | — ra = = aleedag ndpI8uUL0Y
691'92L | 691'9¢k - - 691'0¢k  G9¢-8vI  G9¢-8vL  G9Z-8¥l | - L71-601 = i uofjeulquio) 5'y0PBJ0j0]
9ly/12¢ 9ly/12¢ 9ly/12¢
€8¢'C09°F| 6G8°¢60°F| 09LZFL  €L€—0 | 669'G/6 =19¢ =19¢ =19¢ vev'0lS  992-60F  992-€¥l  99¢—60¢ | uoneuiquog cBlUIOJIe]
1dd4
L0S'601 | 888°C 888°C  %9lc—0 |- - - - SIP'90F  912-80F  9lg-€¥l  9kg—Epl | uoneuiquon Sesuexly
8€2'08 862°08 = - 8€2°08 G0c—6€F  S0c-LvlL  S0¢—€SL |- 8¢1-G0} = = ajeJedag Buozly
1d4 Id4 uoIsuedxa
995691 - - - - - - - 99691 80¢-G¢1  %80¢-09F %802¢-091 preadipay| eysely
1dd4 1dd4 1dd4 1dd
06v'CLE | 067'CHE = - 06V°CLE  %LIE—LV)  %LIE-LV)  %LIE-LV) | — %97 =801} = = ajeJedag Eweqely
€6.°0€1'9] 09¥'6¥9°G| 12G0LE 6£6°'9€€‘G - - - £6e° 182 - - lejol

Juawjjosuz | Juawjjosu3 juawijoiu3 Aypqiby3 Juswjoiuy gL-9 aby G- aby 1> sjuejuj yuawjjoiuy g9 aby G- aby 1> sjue]| (v102 ‘L
PIYY diH) K1enuer jo se)
papunj | sjeiedas ,adA] weihoid

dIRY fE0L 1=l wogun 81-0 aby dIH uojsuedx3-plealpay uj uaipjiyg

:dIHJ djeledag :dIH9 3jeiedag
dIH9 3jeledas ul uaipjiy9

ajels pue adAl weiboid Aq (71.0¢ Atenuer) sjanaT Ayjiqibi3 awoou| pue (€102 A4) wawjoiul dIHY "€-¥-1 319YL XIANIddY

JUNE 2014

32



MACPAC

CHAPTER 1: CHIP AND THE NEW COVERAGE LANDSCAPE

"eyL0Z QYdOVIN ‘102 ‘ UIRIN JO SB (SND) SA9IAIBS PIRalpaly 9 BIeaipajy Joj Sialuag Wwolj (S3S) WwalsAS ejeq Juawijoiud [2a0SHeIS dH JO SISAIEUE DYDY {UBIPIIYD JO SIaquInu JoJ :Saanog

'$99]|04U3 UOISUBAXa-PIBOIPS|A 8PN|UI JOU OP 818 UMOYS BJep 2102 Ad ‘HNSal B Se ‘i1 0Z ‘v U9JB|A JO Se JeaA Jeus Joj elep Sa3S Aue papiodal 184 Jou pey ing €10 A4 Ul
weiboid uoneUIqUIOD B 8WRIA] OPRI0J0Y *(SATS) WalSAS BIR(Q JUSL||0JUT [BONISNRIS dIHY U Ul S88j[0Jus uoisuedxa-preaipaj\l Aue 1iodal 10U pip Ing €102 A4 Ul swelboid UoBUIGUIOD 818M YIOA M3N PUB ‘BPeASN ‘BURIUOIN G

"2102 A4 WO} 818 BIED OPRIOj0) ¢

1d4 uaaiad 9|4 0} dn Ajunod
3U0 Ul pue 744 1usdlad | gg 01 dn usIp|Iyd SI8A09 1By} S8NUN0I 88.y) Ul welbold djH) e1eJedas e sey ejuloles "weiboid djH) uoisuedxa-prealpay e 01ul UsIpjiyd diH9 8iesedas s1i Jo 1S0W pauonisue.] eluloyed ‘Loz buung ¢

"Umoys jou aJe pseBalsip Jusdlad g Alorepuew ay} 0} 8|qenquie swuiod sbejuaaiad G Jo sabues Apiqibia diH9 uoisuedxs-prealps|y ¢

*abeI8A09 paduRUI-dIHA 104 Ajilenb Aew sjaAs) Aujiqibie

-3LL0oUul PIedIpa|A 1B UBIP[IYD Pajaayfe ‘Salels asau) Ul /66 | Jalje plealpajl Ul 1S8} 18SSe Ue JO UOIJeulLu|a 8y} 0} anp A|3|os abelan0d paoueuly-diH) 104 AIqibla 198|381 Jou Op dIHY UoISuedXa-pIeaIpa|A Ul uaIp|iyd 10} Sabuel

awoaul 8y} ‘(yeln pue ‘Sexa] ‘euljoie) YINoS ‘eloxeq UlON ‘BPeASN) S81elS aAl} J04 “UBIP|IUD 8SaU} UONISURI} O} € |0Z J8}E [jun pajiem Jeu) asoy} ale Jd4 Juadiad g¢ | Jo [9Aa] awoaul-Iaddn ue yim Sajeis 9| au} ‘prealpsiy

0} sweiboid djH9 siesedas wol 1d4 waaiad £g | pue Q| Usamiaq spjo-Jeak-g| 01 -9 Jo UOMISUBI} A10JepUBLL B 0] 8NP JUSLLIJ0IUS dIH) UoISuedxa-prealpa|y aAey |iim (sweibold 4|HA slesedas paiapisuod Ajsnoinaid

350U} Buipnjoul) Sajels [I8ASS ‘¢ |.0g Ul Buluuifag ‘UoRIpPe U] “UBIP|IYD Paj|0Jus-pIedlpaly WOS ISea| Je 104 Buipuny 4iHD 8A18981 0} 8|qIbI|8 818 0g Ul Saless |[e ‘Sjuiod abejuaaiad G Aq sjaas| Ajiibis preaipayy sasiel
A18A1393}40 18U} 1d4 1sdJad G 0} [enba piebalsip swoour Alojepuel e 0 anp 48A8MOH “saydeoidde yjoq Jo uoreulquwiod e 1o ‘welboid 4jH) aiesedas e ‘preaipaj Jo uoisuedxa ue asn 0} uondo sy} aAeY SajelS dIH) Jepun |
"BJEP [e9LI0JSIY JO JusLINg Jidy} asIAs) Apuanbasqns Aew sajels

‘7102 ‘v U2JB[\ JO S aJe 9]qe) Ul UMOYS elep Juawjjolul *A1068189 U828l 1SOW 8y} Ul Pajunod aq Ajuo pinom [enpIAIpul 8y} ‘(Jey puodas ayy Joj weiboid diHY slesedas B 1ng Jeak aui JO Jjey 1SJ1) 8U 0} prealpa|A Ul ‘ajdwexa Joy) Jeak
ay) Buunp sau0fa1ea ajdiynw Ul 819M S[RNPIAIPUI JUSAS B} Ul JaASMOY ‘Ujuow 8|BUIS B 10} JI UBAS Yeak sy} Buunp pajjoJus J18Aa S[enplAipul apnjoul AjleJauab siaquunu Juswjjoiug 1eak [easl I AJ "|9As] ALianod [eiapay SI 1dd :SaloN

G18'8 518'8 - - |Gl88  S0Z-6EL  S02-09L  S02-09L |- 8e1—02} - -~ ajesedag BuioAm
262191 | 697, | 866'C  GOE-0 | L/S0.L  90e-/SL  90€-Z6l - €2L'26  951-20L - 90€-681 | LONRUIGUIO] UISUODSIA
90'/€ | S90°s€ - - | G90'/€  S0e-6EL  SOE-LyL  SOE-v9L |- 8€1-60} -~ - ajeredag | eluIBIIA 1S9
€L0%y | €0ty | ¥E6'LL  961-0 | 6EL'ZE  GOS-€LZ  SOE-ElZ  S0E-ElC | - -~ N| -~ sleredsg | uojbuiyse
LL6‘96L | 1220l - - | 12Zy0+  S0z-6YL  SOC-6YL  SOZ-6YL | 069'Z6  8YL-0LL -~ -~ uoneUIgWOY BIUIBIIA
£68'L £6¢', - - |eee’L  Lie-l€2  Lle-l€C  11€-8€T | - -~ N- -~ ajesedag JUOUWLIOA
10029 | 100'€9 - - | 10069  S0Z-6EL  S0Z-SyL  S02-Swl |- 8€1-90} - - sleledas yeIn
EL9VE0‘L| €IOVE0‘L| PPL'G6  S0Z-0 | 69Y'6E6  90Z-6€+  902-0S+ 902407 | - 8el-10} -~ - aleledas Sexal
elv'90L | [9G'€8 | 2/80L  GS2-0 |S69'¢L  GSe-6El  SSe-8Wl  GSe-l0C | 906'2¢  8EL-OLL -~ -~ UolJeUIGUI0) 99S5aUUaL
2€9°LL | ST - - |62y 602-88L  602-88L  602-88L | JSE'EL  [8L-GZL  [8L-8LL /818l UOTUQIOY | EI0¥eq Uinos
uolsuedxa
I6L'9L | - - - |- - - - 1649,  €12-80L  €iz-thL  £12-G6l PIEOIPaIN | BUIjOIED LIN0S
11692 | 690'C 6907 9520 |- - - - 80Sv 992041 -~ -~ UONJBUIGUIOD | PUEIS| 3pOUY
€L0'192 | £/0'/92 - - | el092 6le-6EL  6IE-€9L  6lE-1ZT | - 88102} - - alesedag | elueAlAsuuad
190821 | 190'8Zk | 0€€'€ 0640 | L€/¥gh GOE-6EL  GOE-6EL  GOE-16L | — -~ -~ - ajesedag uobaig
LL6'LYL | 885/ 280, 06L-0 |95k - - - €807k 0KZ-9HL  0LZ-2SL  0+2-0LL UOEUUI0) BLIOLEMQ
uoisueaxa
118'982 | - - - |- - - - /18'982  Lig-80L  biz-evl  Lig-evl ERINEIT oo
182°LL | 056' - - |0s6'8  S/I-6EL  GLI-€SL  GLI-€SL | L€€T  BEL-CiL - - UONEUIQWO) | BJOMe( LLION
215682 | 916'102 - - | 91610z  9kZ-6EL - - 9G9't8  8E1-80L  Glz-2vlk  GhZ-GBL | UONeUIqWOD |  BUIOIED YLION
VLL06Y | bLL06Y - - | plLO6y  SOP-SSL  SOb-SSL  SOb-vee |- YGI-LL} - £2¢-L61. | volEulau00 HHI0A MaN
uoisueaxa
806 898'6  Ghe-6EL  G0E-L0Z  SOE-0Z PIEOIIN | 0IIXBI MAN

Juaw||odu3 | Juawjoiu3 [yuawjoiu3 Kpiqiby3 juawjjoiu3 gi-g aby

-1 aby

1> sjuejuj [Juawjjoiuz

81-9 aby

G-1 aby

1> sjueju|

(7102 ‘L

33

JUNE 2014

Krenuer Jo se)
,adA| weihoid

Py diH)
papuny | ajeiedas

-dIH) lejol  [ejo) wioqup 81-0 aby
:dIH9 9)eiedag :dIH9 deiedag

dIH9 @1esedag u uaipjy9

«dIHD uoisuedx3-pieaipaiy ul uaipiy9

panunuo) ‘e-y-1 379YL XIANIddY




REPORT TO THE CONGRESS ON MEDICAID AND CHIP

MACPAC

0088 00°09 0099 €699} 02€'}2 ¢9¢€ JASH LEE9L €92°02 iaJlysduey man
LV'16 0+€9 LVYL 108°0€ L3Sy 05€'8¢ e8¢ (K144 Goc'e EPEASN
AT vL'vS ¢€'89 829°05 90+ G6¢'L 0890} gecey 92v'€9 BYSBIQaN
€v'66 €699 €9, L06°0L 71818 06689 90€'6. L16'} 8052 BUBJUO[
¢v'96 €029 el A4t L2016} 2€2'0G 80789 €€0°06 619'2cH UNOSSIA
00°00} G0°€. 7118 8GS'v.L I eeLGle 8GS VL1 eeL'Gle 0 0 Addississij
0088 00°09 0099 065°8€ Gv.'Ge L8191 029'G2 £68'le Gl 1BI0SBUUIA
¢i'66 ¢€99 a9l CLEYLL 00767+ €09'86 L2062+ 695Gl €.€02 ueBIyoIN
0088 00°09 0099 6SL€VE 128'825 v/8'981 L6Y°182 G98'9G 1 0ge’tre SHASNYIBSSEN
0088 00°09 0099 0168} 1,606¢ Gr9'vl €628 G8y'yLL 657°89¢ puelkiely
60°96 G619 60°€. 16682 9€0'6€ 868'}1 6,29} £€9'91 16222 aulely
69°G6 Le9 69°¢L 881G} 121802 807'€C c0e'ce 088'c}k G26'GLE BUBISINOT]
00°001 €869 88'8. 6L1L°0GH 06£'06 6.€'GG L0202 0086 €81'0¢cH Momuay
7826 16°9G 7869 996°¢. v€E'G0k 996°¢. v€E'G0k 0 0 ¢SESUEY
6a'ee €6°.5 6a'0L 05€20+ 9/0'GY+ 26,08 LISYLE 865'te 69G°0¢ BMO|
7866 2699 7892 6E6°€E L HOvLL il +r9°2S 061'€6 00v'kek BuBIpy|
0088 00°09 0099 780°0€€ G06'G0S 695°€€C £22'65€ G1G'96 28997k sloull
0000} v9'LL GLos8 16 °Ch 182G 198°Ge 96'LE 0€L'91 8/8'0¢ oyep|
0€°68 G8'1S 0€99 9912¢ 808'8Y 8Lt 6£9°C 81¥'0¢ 69197 llemeH
G166 €699 G9. 29079 808y 0/¢'62€ 96€ 2y 26L'vE 889'Gy elb108Y
GI'v6 6.°89 GLEHL 12V %47 /2529 816'16¢ 1€8°LGSG 9622 bry'eL EpLol4
00°001 0002 0062 098°v+ 0188t 0le G9¢ 059y} GvG'gl EIquInjog J0 JoLsia
¢’ E'GG ¢/'89 6v0°L} H08'v2 p1S91 92012 GeS GLL alemejaq
0088 00°09 0099 LyS' Ly 819'0¢ L0661 819'0¢ 99'le 0 BURINELVY)
0088 00°0S 0099 90°2SH 6€6°€EC 0858kt 0€y 28t 18y°ce 60S°LS 0pelJojog
0088 00°09 0099 618'GGS"} 725'€6€C €8/'6€€ 669225 9e0'91C’t G28'0L8'} eluIoflled
00°001 0ko.l 106 ALY 289, 9¢e’6} 06€'9¢ 9le'se ceesy Ssesuexy
00°001 €¢'L9 90°'2L L10°LL 96€'L0+ ¥90'Ge evs'ee €102S £68'89 BuozZlY
0088 00°09 0099 Ger'og 619y 0€Le 9/¢'c G00°'8¢e Gl6'ey BYSElY
%00°001} %c 189 %89'LL 099°kke eLv'eLe e6CvLL 89€v2e 89€°/€ G018y BLEqelY
- - - 202'3€9°'6$ 99y'v69°€1S |  8G1'9GG°GS 605°G88°L$ vv0°'280°'v$ 156808°S$ lejoL

sjulod ajey ajey |e1apayq lejoL |e1apayq |e1apayq lejoL

afiejuaaiag bulyarey fuiyajein .
£z snid a1ey PIRIIPIN dIHI 7102 A dIH) [ejol uonensiuiwpe dIH9 uoisuedxa-pieaipap

Buiyajew V102 Ad

pue diH9 sjeiedas
diH) (spuesnoyy ui siejjop) huipuads dIHI #7102 A4 Jo suonaaloid sajers

7102 A4 ‘saiey Buiyoely |esapaq pue ‘adAL weiboid pue ajeig Aq ‘Guipuads diH9 [esapaq pajasloid “p-¥-1 319VL XIANIddY

JUNE 2014

34



MACPAC

CHAPTER 1: CHIP AND THE NEW COVERAGE LANDSCAPE
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