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f e d e r a l  f u n d in g  f o r  c h i ld r e n 's  h e a lt h  

in s u ra n c e ;  a n d  e n c o u r a g in g  th e  G o v e r n o r  

to  s u p p o r t  a d d i t io n a l  f u n d in g  f o r  a n d  

a c c e s s  to  c h i ld r e n 's  h e a lt h  in s u r a n c e . "

Sponsor Statement

S JR  1 M edical A ssistance for C h ild ren , states that the Alaska State Legislature urges our Congressional 
delegation to work diligently to achieve a timely reauthorization o f  the State Children's Health Insurance 
Program and to continue federal medical assistance percentages (or FMAP) for the Denali KidCarc 
program.

Denali KidCare is A laska’s version o f  the State Children’s Health Insurance program or SCI IIP which 
was created in 1997 and is slated for reauthorization this year. It has been and continues to be a successful 
federal-state partnership, now covering over 4 million low-income children and enjoying bipartisan 
support. However, in the upcoming federal fiscal year, 17-18 states, among them Alaska, are projected to 
have insufficient federal SCH1P funding to sustain their existing SCHIP programs.

According to various estimates by the Centers for M edicare and M edicaid Services, the Congressional 
Research Service and other independent analysts, these states will face an estimated S800 to $950 million 
in total funding shortfalls in 2007. Here in Alaska that shortfall could total over $12 Million.

W ithout additional federal funding to avert these shortfalls, Alaska, along with other states m ay have to 
reduce their SCHIP enrollment, placing health insurance coverage nationally for over 500,000 low- 
income children at risk. States may also be forced to enact harmful changes to their SCHIP programs, 
such as curtailing benefits, increasing beneficiary cost-sharing or reducing provider payments.

Congress has acted in the past to address SCHIP shortfalls successfully and can do so again.

http://www.akdcmocrats.org


To that end, ju st this last Friday, February 23rd, a bipartisan group o f  lawmakers announced their proposal 
to extend health insurance to an additional 9 million children in the US. Backed by a broad consum er and 
industry coalition, the Healthy Kids Act o f  2007 would authorize $50 billion over five years to expand the 
SCHIP and M edicaid program. The proposal would also provide $10 billon for refundable tax credits to 
help families with annual incomes ol up to 350 percent o f  the federal poverty level (FPL) purchase health 
insurance that covers children if  they are not eligible for SCHIP.

W e ask your support o f  SJR 1 tc add the Alaska State Legislature to the m any voices urging our 
delegation and the rest o f  Congress to enact legislation immediately that provides additional funding to 
ensure that all states have sufficient federal funding to sustain their existing SCHIP programs in FY 2007.
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F O U R T E E N  S T A T E S  F A C E  S C H I P  S H O R T F A L L S  T H I S  Y E A R  

T O T A L I N G  O V E R  $ 7 0 0  M I L L I O N
By Edwin Park and Matt Broaddus

New estimates, based on the latest available data, show that 14 states face federal fun v.1 mg 
shortfalls this year in the State Children’s Health Insurance Program. These states lack sufficient 
federal funding to maintain current enrollment levels through the end of fiscal year 2007. The 
shortfalls in these states total more than $700 million. (The Congressional Research Service has 
produced very similar estimates.)

The 14 states are Alaska, Georgia, Illinois, Iowa, Maine, Maryland, Massachusetts, Minnesota, 
Mississippi, Missouri, Nebraska, New Jersey, Rhode Island and Wisconsin.

These figures reflect the shortfalls that remain after the effect of a provision enacted in December 
2006 is taken into account. Shortly before adjourning in December, Congress approved legislation 
(H.R. 6164) that contained a modest provision to delay the onset of the shortfalls. Under the 
SCHIP provision of H.R. 6164, some unspent federal SCI IIP funds from prior fiscal years will be 
distributed to seven of the 14 states and will delay the shortfalls until early May.

Congress wall need to act expeditiously to enact further SCHIP legislation that provides additional 
funding to address the substantial shortfalls that remain. Otherwise, the affected states will be 
forced to scale back their SCHIP programs, placing several hundred thousand low-income children 
at risk of losing health care coverage, unless these states can come up with sufficient new state funds 
to fully plug the holes.

In fact, the state of Georgia, which faces an estimated shortfall of $124 million, has already 
announced that effecth March 11, it will bar any new children from enrolling in the program 
Georgia will thereby cut the number of children that it insures through the program, since children 
who leave the program (as their families’ incomes rise or when children exceed the program’s age 
limit) wall no longer be replaced with newly participating children.

The SCHIP Provision Enacted in Decem ber 2 0 0 6

The SCI IIP provision of I l.R. 6164 was intended to partially address the fiscal year 2007 SCI IIP 
funding shortfalls. It altered the scheduled redistribution of unspent fiscal year 2004 SCHIP funds, 
and targeted those unspent funds entirely on states that face shortfalls in 2007. 'These unspent 2004 
funds will be redistributed among the shortfall states on a monthly basis, with the funds being 
allocated among these states in the order in which the states otherwise would encounter shortfalls.



H.R. 6 1 6 4  W ould Restrict Use o f SC H IP  Funds for Parents by Shortfall S ta te s  In 2 00 7
H.R. 6164 includes a restric tion on the use o f the unspent fiscal year 2004 and 2005 funds that w ill be 

redistributed to shortfa ll states. Shortfa ll states that cover low -income parents through SCH IP and that 
receive some o f the reallocated 2004 and 2005 funds w ill be able to use those funds fo r coverage o f parents 
only at the regular federal Medicaid matching rate, wh ich is about 13 percentage points lower, on average, 
than the SCH IP matching rate. This w ill have the effect o f artific ia lly reducing the size o f die shortfa ll in 
these states —  by reducing their projected need fo r federal SCHIP by about $24.7 m illion and increasing the 
tm oun t o f stall funds that these states w ill have to prov ide by die same amount.
I f  this rcstncdon were wet applied, three o f the seven states that are projected to face shortfalls firs t —  

Illino is , N ew Jersey and Rhode Island —  would still face shortfalls o f $24.7 m illion th rough early May. To 
the extent these three states address those shortfa lls by reducing coverage o f parents, the loss o f coverage is 
hkely not only to cause many o f the parents losing coverage to become uninsured but also to affect 
ch ild ren ’s coverage. A n extensive body o f research demonstrates that covering low -income parents 
uicreases enro llm ent in public programs among eligible children. Scaling-back SCH IP coverage o f parents 
consequently would be likely also to result in reduced coverage fo r low -income children in these states.’

' See Leighton Ku and Matthew Broaddus, “ Coverage o f Parents Helps Childr Too,” Center on Budget and Policy 
Pnoricies, October 20, 2006.

Under H.R. 6164, a pordon of the SCHIP funds originally allocated in fiscal year 2005 that remain 
unspent after March 31, 2007 also will be redistributed to shortfall states (again, in the order in 
which these states encounter shortfalls). Here, too, the funds will be redistributed on a monthly 
basis, until they are depleted.

The SCHIP provision ofH.R. 6164 will provide an imated S271.3 million to the seven shortfall 
states that are expected to face shortfalls first — Alaska, Georgia, Illinois, Maryland, Massachusetts, 
New Jersey and Rhode Island.1 (The other shortfall states will not receive any funds under H.R. 
6164.) This should postpone the onset of shortfalls in these seven states ml earlv May 2007." The 
total amount of funds made available to shortfall states under I l.R. 6164 will, however, be only 
about one-fourth of the amount needed to fully close the 2007 shortfalls, and a projected shortfall of 
S744.4 million will remain among the 14 shortfall states.1 (See Table 1 for the estimated remaining 
fiscal year 2007 shortfalls in each of the 14 states.) The Congressional Research Sendee has issued 
nearly identical estimates.4 This remaining shortfall is equivalent to the annual, average cost of 
covering approximately 510,000 children under SCHIP in 2007.

1 Our estimates are derived from the Center on Budget and Policy Priorities’ SCHIP financing model and incorporate 
states’ final SCHIP spending estimates from November 2006. Hie $271.3 million figure includes a projected $146 9 
million in unspent 2004 funds and a projected $124.4 million in unspent 2(105 funds.

2 Shortfall states that provide SCHIP coverage to parents are likely to experience limited shortfalls p r io r to early May, see 
the box on this page,

5 Taking into account the restriction in 1 l.R. 6164 on parents’ coverage, which artificially reduces the size of the shortfall 
by $24.7 million (see the box on page 2), the remaining shortfall will Ix1 reduced from $”44.4 million to $”19.7 million.

4 See Chris Peterson, "SCHIP Provisions of H R. 6164 (N'JH Reform Act of 2006),” Congressional Research Service,
Updated December 13, 2006 and Chris Peterson, “Funding Projections and State Redistribution Issues,” Congressional
Research Service, Updated January 30, 2007. CRS estimates that H.R. 6164 wall provide $271.3 million to six shortfall
states, leaving a remaining shortfall of $744.5 million in fiscal year 200” Both the $2"71.3 million figure and the $"44.5 
million figure are virtually identical to our estimates. CRS, however, has somewhat different estimates then we do of the 
effect of the restriction on the use by shortfall states of redistributed SCHIP funds for parents.



A  S to p -G a p  M e a s u re
Passage of the SCHIP provision of H.R. 6164 in December 2006 was a welcome development, 

but H.R. 6164 is only a stop-gap measure. To close the remaining shortfall, Congress will need to 
act.

If Congress does not do so, the 14 shortfall states will have to cut their SCHIP programs — by 
reducing eligibility, shrinking enrollment, scaling back benefits, increasing cost-sharing and/or 
cutting payments to health care providers — unless these states can come up with the additional 
funds themselves. One of the shortfall states, Georgia, has already announced an enrollment freeze.

As noted, effective March 11, the Georg:a SCHIP program (known as PeachCare for Kids) wall 
no longer enroll any additional eligible children.3 Since some portion of the children currently on 
the SCHIP program leave it each month (because their family income rises or they “age out” of the 
program), the effect of the freeze will be to reduce the overall number of low-income children that 
the program insures and, correspondingly, to increase the number of children in the state who are 
uninsured. Georgia also may consider reducing the income eligibility limit for children and 
eliminating coverage for sendees such as dental care.6 In shortfall states that cut their programs, 
significant numbers of SCHIP beneficiaries will be at risk of losing some or all of their coverage 
unless Congress acts swiftly to ensure no state faces a SCHIP funding shortfall this fiscal year.

5 Bill Hendnck, “ PeachCare to halt new sign-ups,”  Atlanta Joumal-Constitution, February 9, 2007.
6 Bill I lendrick, “ Legislature 2007: Tightened PeachCare eligibility proposed," Atlanta Joumal-Constitution, February 10,
2007.
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Federal S C H I PF u n din g R em ain in gShortfall N o t Shortfall AfterC o u n tin g H .R . 6164
S T A T E H .R . 6164 R edistribution*
N a tio n $1,015,763,000 $744,448,000Alaska $13,475,000 $12,130,000Georgia $128,473,0u0 $124,163,000Illinois $365,460,000 $247,253,000
Iowa $15,047,00(1 $ 15,(147,000
M a ine" $539,000 S539.000
Maryland $79,446,000 $60,744,000Massachusetts $139,145,000 $85,409,000Minnesota $15,763,000 $15,763,000Mississippi $23,713,000 $23,713,000
Missouri $3,339,000 $3,339,000
Nel raska $80,000 $80,000
New Jersey SI 78,595,000 $122,620,000Rhode Island $49,851,000 $30,811,000Wisconsin $2,837,000 $2,837,000
■ Includes both the regular redistribution of unspent federal SO IIP 
funds from states’ 2004 SOUP allotments and the accelerated 
rcdistnbunon of a portion of states’ unspent federal SCI IIP funds 
from their 2005 SCHIP allotments. States receive redistributed 
funds as they experience shortfalls.

Shortfalls arc further reduced artificially by an additional S24.7 
million because, if states use die redistributed funds for coverage of 
parents, they Mill receive only the lower Medicaid matching rate as 
opposed to the enhanced SCHIP matching rate. Ihc following 
states are affected: Illinois ($14.7 million). New Jersey ($7.5 million;, 
and Rhode Island ($2.5 million) This additional $24 7 million 
reducnon is not reflected in this table

State officials have indicated to CBPP staff that Maine’s SCHIP 
spending in fiscal year 2007 could be significandv higher than under 
the state’s most recent estimates submit.ed to the Centers for 
Medicare and Medicaid Services. Maine’s shortfall could be as high 
as $6 5 million in 2007.

Source Center on Budget and Policy Priorities' SCHIP financing 
model, based on a model treated by the Office of the Actuary at 
the Centers for Medicare and Medicaid Services Hie model 
incorporates SCHIP provisions of the Deficit Reduction Act, states’ 
November 2000 esnmates of federal SCHIP funduig needs for 
federal fiscal year 2007, and the fiscal year 2007 state allotments 
announced by CMS in August 2006_____________________
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Slates Spc nd Funds Meant for Children on 
Adults
:0  Percent o f  K im ilA s  i : i A  I :iK1: i , - ' 1 n>;mi - iiv  A -n ils 

(•il.-’.i A - HcnlthCare

The upcoming debate over health insurance for children wi,. send a strong 
signal about the direction that the health policy debate v/ill take in the new 
Congress.

T he State Children's rleallh Insurance Program must be reauthorized this 
/ear or it will expire And sortie stares a'e runn.rig ool of money end have 
heir hands out to Washington for more

When Congress created SCHIP 10 years age, it s<?' up he program in 2 new 
•tell Instead of making it an open-enoed entitlement to Per a its to. recipients, 
i.ke Medicare and Medicaic, it created block grants to the states capping 
-xpenditures at 540 billion over tne iast decade

The slates are not accustomed to mis discipline Se /erei oi tnem ran over 
their allotments last year and the Repu Jinan Congress aroioprisled avot .or 
$283 million So far this year, -t states have over-commitled aric tace 
shorrfalls of a total of $745 million The Democratic Co;rjie.>:> s ready to 
appropriate the money

• You have 10 wonder v/hal * nd cf parents ibey would be I've mi out of 
allowance money, Dad " "Ch that’s o'<aj sc 1 Here 5 s.n<e more '1

1 ne new congressional leudersh p signaled •« on 1 mi they would like ro 
expant: SCHIP to cover <>\ «r/ eligible <' . n  r  1 the pr-re rag is a w-gpp ncj 
$60 hill,on over tine next five years

Senate Finance Committee Chairman Max Baucus musl figure out where to 
ye! the exlra money, and in Ire mean lime will try lo vn ■> I «• v 'i ic r»! 
appropriation onto another bill tbs spring

Would it surprise you tnat six cf the- nine ststas Met GAO surveyed which 
have one' spent the ir allotments w«sie s»a! ?s that .mei .1 :u Its Ihic -go tti.-ir 
'tale Children's Heal h Ins.ii .nnri- program «'* 0 M n.v 1 i.T'u total 
•CHIP enrcllees tn 2005 ware adults a.-.d 66". m A'iscons. 1 in Arizona 56 - 
>1 those enrolled in SCHIF weie adults yeU 10 s .:F- has ore • too r.jgr>esl 
ces or uninsured children in tne nation at 15 VYhe'e s :-.e outrage'?

. t  :he v. million people eriti'iec n SC HIP in . ..'35 r . . re that, it) percent
'• r.g 003’ were adults, ascending o toe -Cows t  up Acooi. itao.ily Offict?

4/nn n* 639 006 were fium ost mr..-- ,iato; -.hen. •»•■»*' • . ingot da*3

\c  ilis • • • mted for ;m O' O ' S ■ vh pen i r t cn :, i rr • ;• r toorMr.ll
. v<= ■ compared with 24 p=rr*:,'.‘ ■ ■ the nc; diurifen r  '■■■■: ' accm Joo lc 
GAC

It seems that Congress c.o1.Id i^o■“* r.(11 ii c ■ a . v,, guujc• 1 't:- .,i.,*., *  u 17,< 1 j 
Cuv/am

Cc er Kids First the GAO points >ul (.oveii'iu u.i ;lh .s mrt ihe point

Sen
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of SCHIP, and it means that funds are being "diverted from tne needs or lov/- 
income children," The Congress tried Iasi yea - lo pul the brakes on more 
states adding adults to the program, tu t it neecs to make a firm statement 
that the program is for kids,

'  Cover low-income kids first. Fourteen states use SCHIP to cover kids who 
live in families with incomes above 200% of poverty, or annual incomes of 
$41,300 New Jersey covers kids up to 350% of poverty - which means 
taxpayer subsidized health cam for kids wnose parents make more than 
572,000 a year!

New Jersey is a shortfall stale

* Don t crowd out pnvate coverage A  National bureau of Economic R e s e a r ch  Study looked at the first live /ears of experience with SCHIP n 
2002 and found that "perhaps as much a s  half of the new SCHIP enrollment 
was offset by declining private coveiage ' ir ol ter w ords a free cr mostly-free 
government program w as taking th? p la ce  of pnvate co v e ra g e  And that lead-, 
to

* Give parents the option to put then kids on their own policies If a parent 
has the option of a policy at v/ork that could cover dependents for relatively 
little, why leave this money on the table? The engine! SCHIP legislation mads 
it an option to turn the SCHIP benefit into 3 premium assistance stipend, but 
the administrative process is so cunr terscrre tnal only a few states have 
been able to succeed in doing this Lightening the administrative burden is 
essential It's inexpensive tc add children to farm' ...cliuies but by making the 
process too difficult, piivate money is left or the Isbie and the taxpayer picks 
up the full tab

’ Create new purchasing pool option? 'or f - rml - s Congress cot c tave 
President Bush up on his oftoi lo use some ot tne nor y that.? current y 
being sent tc (he states for uncompensated ca-e I j  cre-r>- new sta ?■ 
purchasing pools This could make it much simolei for states to administer a 
premium assistance progiam, and con d allow* woikinc •m ites without other 
sources of coverage to buy in as well

Private competing plans that meet til- benefit? tesi cou.o compete to offe 
coverage to families, pad fcr by SCHIP s piem urr assistance, emptoyer 
contributions, ana worker payments fne s lm : ure of t Feceral Employees 
Health Benefits Program (and tne? vision but not Ihe ,ejn*v, tne 
fvi iss-aonusetts Conneclo 1 could tv • m irlol' G e l Ih r su b sid ies -ight. c !a te s  have • >r i i :  a :  • r o ' -  • o! theircitizens to -SC H iP  b e c a u s e  fe y  s - -  paid n o r e  by . -dm  a I g o v s ..m en  I fordoing s o  T h a fs  b e c a u c e  the funding form ulas v  6 C f are upside dewn S C F u P  w a s  d e sig n e d  to ccwoi kids w hose lam  n- =■ m at r to:.- m uch to guaiiiy ter M edicaid  but not en o u gh to afford private? cove a c e  But m e federal governm ent m atch es state spendin g a . a  -.-ahut n m o eu tsge n r  ttic er-rncom e S C F  ?P kids than to?' lo w ?!-in co m e M et icaic ch K - 1 V hal * •,vi-..ng witr. this 
picture^'The federal governm ent p ays i*n Average ol J  ol S C H I P  cosiu  but only 597c ot Vledicaio c o sts . Tins . ;  t>ad policy T h e  I. moral p.‘.vein  merit should provide a higher m atch rate ter covering kids in tne poorest "arrtlies arid the m atch should sca le  b a cx  a s  then family s .r .co iix  isosit m a k e s no s e n s e  fur e x a .r p k  fo New  !•: oet a; S C H IP  m atch •a 'e o f 657, for adding adults to S C H I P  t . .m l ;  f. VV. aodi v : *.ids into M edicaid Is it any w onder that New 2c rscy is <:. : andint) its S C I  (IP program ? it's ali about incentives

f o  p io t e c t th e  a b - l i /  o f S C H IP  t,v s e r v e  r « * , c y  t e w -  r .vm e ip i e n  a n d  tohtlp://blog.spn.org/i<i.77(detain. -p r)2'23/2M.' >
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preserve the program's core purpose of covering chud-en states should 
* = • " •  » Fettera! "» « >  " I *  « w  reimburses them, a  a L h “  rale tor i r . ™

withlfta n a t c h s c i9 a S „ C  9
The c“ S ,» en'7p?ooSm ''"SIWH" c° n' 8 * ” « • * * »  • to M  no. t .  on

Us up to Congress now lo decide whether this program will run cut of control 
o. inject real discipline and br-ng it back to its core purpose
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