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DEPARTMENT OF HEALTH AND HUMAN SERVICES
CFDA93.767 CHILDREN’S HEALTH INSURANCE PROGRAM (CHIP)
I. PROGRAM OBJECTIVES

Title XXI of the Social Security Act (Act) authorizes the Children’s Health Insurance Program
(CHIP) to assist State efforts in initiating and expanding the provision of child health assistance
to uninsured, low-income children. Under Title XXI, States may provide child health assistance
primarily for obtaining health benefits coverage through (1) obtaining coverage under a separate
child health program that meets specific requirements; (2) expanding benefits under the State’s
Medicaid plan under Title XIX of the Act; or (3) a combination of both. To be eligible for funds
under this program, States must submit a State child health plan (State plan), which must be
approved by the Secretary.

11. PROGRAM PROCEDURES
Administration and Services

At the Federal level, CHIP is administered by the Department of Health and Human Services,
through the Center for Medicaid and State Operations (CMSQ) of the Centers for Medicare and
Medicaid Services (CMS).

Title XXI authorizes grants to States that initiate or expand health insurance programs for low-
income, uninsured children. Under title XX1, CHIP is jointly financed by the Federal and State
governments and is administered by the States. Within broad Federal guidelines, each State
determines the design of its program, eligible groups, benefit packages, payment levels for
coverage and administrative and operating procedures. CHIP provides a capped amount of funds
to States on a matched basis for fiscal years (FY) 1998 through 2007. Federal payments under
Title XXI to States are based on State expenditures under approved plans that could be effective
on or after October 1, 1997.

State Plans

Title XXI State plans and amendments to those plans are approved in CMS’s central office. The
plans are submitted for review by an intra-Departmental team, which must decide upon approval
or disapproval within a 90-day period. This “90-day clock” can be stopped by sending a formal
written request for additional information from the State, and can be restarted at the same point
when a response is formally received. Copies of State plans are available from the State CHIP
administrator.

Waivers

The State may apply for a waiver of CHIP Federal requirements. Waivers are intended to
provide flexibility needed to enable States to try new or different approaches to the efficient and
cost-effective delivery of health care services, or to adapt their programs to the special needs of
particular areas or groups of enrollees. Waivers allow exceptions to State plan requirements that
permit the State to implement innovative programs or activities on a time-limited basis. Such
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demonstration projects are subject to specific safeguards for the protection of enrollees and the
program. The Secretary will approve only demonstration projects that are consistent with key
principles of the CHIP statute. States’ waiver authority is found at 42 USC 1397gg(e), which
extends to CHIP the Medicaid waiver authority at 42 USC 1315.

Source of Governing Requirements

This program is authorized by Section 4901(a) of the Balanced Budget Act of 1997 (BBA),

Pub. L. No. 105-33, as amended by Pub. L. No. 105-100, added Title XXI to the Social Security
Act (Act). Title XXT authorizes CHIP to assist State efforts to initiate and expand the provision
of child health assistance to uninsured, low-income children. Title XXI is codified at 42 USC
1397aa-1397);3. The regulations for this program are found at 42 CFR part 457.

Awards under CHIP are no longer excluded from coverage under the HHS implementation of the
A-102 Common Rule, 45 CFR part 92 (Federal Register, September 8, 2003, 68 FR 52843-
52844). This change is effective for any grant award under this program made after issuance of
the initial awards for the second quarter of Federal fiscal year (FY) 2004. This program also is
subject to the requirements of 45 CFR part 95 and the cost principles under Office of
Management and Budget Circular A-87 (as provided in Cost Principles and Procedures for
Developing Cost Allocation Plans and Indirect Cost Rates for Agreements with the Federal
Government, HHS Publication ASMB C-10, available on the Internet at
http://rates.psc.gov/fms/dea/asmb%20c-10.pdf).

Availability of Other Program Information

States and other interested parties can access information on the Department’s policies on this
and other issues on the Internet at http://www.cms.gov/.

IIl. COMPLIANCE REQUIREMENTS

In developing the audit procedures to test compliance with the requirements for a Federal
program, the auditor should first look to Part 2, Matrix of Compliance Requirements, to
identify which of the 14 types of compliance requirements described in Part 3 are
applicable and then look to Parts 3 and 4 for the details of the requirements.

A. Activities Allowed or Unallowed
1. Activities Allowed

a. States have general flexibility in allocating their individual allotments
toward activities needed to conduct the CHIP (42 USC 1397¢e(a)). In
addition to expenditures for child health assistance under the plan for
targeted low-income children, other allowable activities, to the extent
permitted by 42 USC 1397ee(c), include payment of other child health
assistance for targeted low-income children; expenditures for health
services initiatives for improving the health of children (targeted and other
low income) under the plan; expenditures for outreach activities; and other
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reasonable costs incurred by the State to administer the plan (42 USC
1397¢e).

A qualifying State may elect to use not more than 20 percent of its
available CHIP allotment for FYs 1998, 1999, 2000, and 2001 for
payments under the State’s Medicaid program (CFDA 93.778) instead of
for expenditures under the State’s CHIP (Pub. L. No. 108-74, section
1(g)(1)(A)) (also see ITILLH, “Period of Availability of Federal Funds™).
The qualifying States are Connecticut, Hawaii, Maryland, Minnesota, New
Hampshire, New Mexico, Rhode Island, Tennessee, Vermont,
Washington, and Wisconsin (as determined by CMS on the basis of the
criteria in Pub. L. No. 108-74, section 1{g)(2) and Pub. L. No. 108-127,
section 1). '

2. Activities Unallowed - Federal funds may not be expended under the State plan to
pay for any abortion or to assist in the purchase, in whole or in part, of health
coverage that includes coverage of abortion, except if necessary to save the life of
the mother or if the pregnancy is the result of incest or rape (42 USC 1397ee(c)).

E.  Eligibility

1. Eligibility for Individuals

a.

States have flexibility in determining eligibility levels for individuals for
whom the State will receive enhanced matching funds within the
guidelines established under the Act. Generally, a State may not cover
children with higher family income without covering children with a lower
family income, nor deny eligibility based on a child having a preexisting
medical condition. States are required to include in their State plans a
description of the standards used to determine eligibility of targeted low-
income children. State plans should be consulted for specific information
concerning individual eligibility requirements (42 USC 1397bb(b)).

Qualified aliens, as defined at 8 USC 1641, who entered the United States
on or after August 22, 1996, are not eligible for a separate child health
program under Title XXI (CHIP) for a period of five years, beginning on
the date the alien became a qualified alien, unless the alien is exempt from
this five year bar under the terms of 8 USC 1613. States must provide
coverage under a separate child health program under Title XXI to all
other otherwise eligible qualified aliens who are not barred from coverage

under 8 USC 1613 (42 CFR section 457.320(b)(6)).

2. Eligibility for Group of Individuals or Area of Service Delivery - Not
~ Applicable

3. Eligibility for Subrecipients - Not Applicable
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G. Matching, Level of Effort, Earmarking
1. Matching

The State matching rate for its CHIP expenditures is determined in accordance
with the Federal matching rate for such expenditures, referred to as the enhanced
Federal medical assistance percentage (Enhanced FMAP) for a State. That is, the
CIHIP State matching rate 1s calculated by subtracting the Medicaid FMAP rate
from 100, taking 30 percent of the difference, and then adding it to the Medicaid
FMAP rate. The Enhanced FMAP is calculated in accordance with 42 USC
1397ee(b), which provides that the Enhanced FMAP for a State shall never
exceed 85 percent. Calculated FMAPs and enhanced FMAPs may be found on
the Internet at http://www.aspe.hhs.gov/health/fmap.htm (42 USC 1397ee(a)

and (b)).

2.1 Level of Effort - Maintenance of Effort

a. In order to receive Federal matching funds for CHIP expenditures at the
enhanced matching rate, each State must continue to maintain its Medicaid
eligibility standards and the methodologies that were applied in its
Medicaid State plans as of June 1, 1997 (42 USC 1397ee(d)(1) and

1397jj(b)).

b. Three States, New York, Florida and Pennsylvania, maintain “existing
comprehensive State-based programs.” For these three States only,
beginning with FY 1999, the amount of the State’s allotment for a fiscal
year is reduced by the amount that the “State children’s health insurance
expenditures”™ for the previous fiscal year is less than the total of such
expenditures for FY 1996. For purposes of this provision, the term “State
children’s health insurance expenditures” means: the State share of Title
XXI (CHIP) expenditures; the State share of expenditures under Title XIX
(Medicaid) attributable to an enhanced FMAP under section 1905(u) of
the Act (42 USC 1396d(u)); and State expenditures for health benefits.
coverage under an existing comprehensive State-based program (42 USC
1397ce(d)(1) and 1397ee(d)(2)).

2.2 Level of Effort - Supplement Not Supplant - Not Applicable
3. Earmarking

Expenditures not directly related to providing child health insurance assistance
under the plan are limited to 10 percent of the State’s fotal expenditures through
CHIP. The following expenditures are subject to the 10 percent limit:

(a) payment for other child health assistance for targeted low-income children;
(b) expenditures for health services initiatives under the State child health
assistance plan for improving the health of children; (c) expenditures for outreach
activities; and (d) other reasonable costs incurred by the State to administer the
State child health assistance plan (42 USC 1397ee(c)). States may apply fora
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waiver, or variance of this 10 percent cap under 42 USC 1397ee(c)(2). If
applicable, information regarding such a waiver is in the State plan.

The 10 percent limit is applied on an annual fiscal-year basis and is calculated
based on: (a) the total amounts of expenditures and (b) the quarter in which such
expenditures are claimed by the State for the fiscal year (42 USC 1397ee).

H. Period of Availability of Federal Funds

The amount of a State’s CHIP allotment for a fiscal year remains available for
expenditures by that State for a 3-year period, i.e., the fiscal year of award and the two
subsequent fiscal years (42 USC 1397dd(e) and (f)). Notwithstanding this general rule,
the period of availability for FY 1998 through 2001 CHIP allotments has been modified
as follows:

1.

The period of availability of a State’s FY 1998 and FY 1999 retained and
redistributed CHIP allotments is through September 30, 2004 (Pub. L. No. 108-
74, section 1(a)}(1)).

Fifty percent of any unexpended amount of a State’s FY 2000 retained CHIP
allotment not expended by September 30, 2002 is available for expenditure by the
State through September 30, 2004. Any amount made available to a State as a
result of redistribution of FY 2000 CHIP allotments is available to the State for
expenditure through September 30, 2004 (Pub. L. No. 108-74, sections

1(@)}2)(A)(ii1) and 1(2)2)}B)(V)AD).

Fifty percent any unexpended amount of a State’s FY 2001 retained CHIP
allotment not expended by September 30, 2003 is available for expenditure by the
State through September 30, 2005. Any amount made available to a State as a
result of redistribution of FY 2001 CHIP allotments is available to the State for
expenditure through September 30, 2005 (Pub. L. No. 108-74, sections

1(@)(3)(A)(iv) and 1(2)(3)(B)(V)(IID)).

L. Reporting

1.

Financial Reporting
a. SF-269, Financial Status Report - Not Applicable
b. SF-270, Request for Advance or Reimbursement - Not Applicable

c. SE-271, Outlay Report and Request for Reimbursement for Construction
Programs - Not Applicable

d. SF-272, Federal Cash Transactions Report - Payments under this program
are made by the HHS Payment Management System (PMS). Reporting
equivalent to the SF-272 is accomplished through the PMS and is
evidenced by the PSC-272 series of reports.
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e. CMS-64, Quarterly Medicaid Statement of Expenditures for the Medical
Assistance Program (OMB No. 0938-0067)

f. CMS-21, Quarterly Children’s Health Insurance Program Statement of
FExpenditures for Title XXI (OMB No. 0938-0731)

Key Line Items - The following line items contain critical information:

CMS-21 Base - The CMS-21 consists of three parts: CMS-21 Base, CMS-
21B, and CMS-21C. Only CMS-21 Base is expected to
be tested for compliance.

2. Performance Reporting - Not Applicable -

3. Special Reporting - Not Applicable
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