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Proposal for Expenditure of I-149 Funds on CHIP

Alliance for Healthy Montanans

Sub- Committee on CHIP (Children’s Health Insurance Plan)
Chair Person Representative Mary Caferro

459-7473

mcaferro@onewest.net

Priority number one—Expand CHIP
3,000 children

State- $1,025,000.00

Federal match: $4,100,000.00

Priority number two—Eliminate the Medicaid Asset Test for Children
3,468 children

State--$1,560,600.00

Federal match: $4,681,800.00

Priority number three—Restore cut to Mental Health Wrap around for
CHIP Children.

265 children

State-$343,663.00

Federal match: $1,374,652.00

Priority number four—New Medicaid enrollment for Chil_dren due to

CHIP expansion.
1500 children

State-$675,000.00 _
Federal match: $2,025,000.00

Total children 7,968 (total impacted 8,233)
Total state funds $3,604,263.00
Total Federal funds - $12,220,684.00
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Alliance for Healthy Montanans -- CHIP Proposal.

1. Expand CHIP With Existing Federal Funds

We have calculated that we could expand CHIP enrollment by 3000 kids, from the
current level of 10,900 to a level of 13,900, for a four-year period. This expansion would
spend our entire available federal grant funds over that time period. Under this option, if
an increase in federal grant funds or federal redistribution funds (described below in item
3) were not made available, CHIP enrollment would need to be reduced to a much lower
level in FY 2010. To increase CHIP enrollment by 3000 children would require
$1,025,000 in state funds in FY 06, and $1,090,000 in state funds in FY 07. These
figures include both the cost of benefits and a small staffing increase that would be
necessary to serve the additional 3000 children.

Please note that the funding needs quoted above are only for the costs of expanding CHIP
by 3000 children. As you know, the CHIP base is not fully funded in the proposed 06/07
budget. You also know that the current CHIP enrollment of 10,900 is not fully funded by
the base appropriation. We are funding some 1400 CHIP children with one-time funds
not in the base and therefore have an EPP item, which represents the amount of funds
over the base that we wiil need to fund those 1400 kids through the next biennium.

In summation, to fully fund CHIP enrollment at a level of 13,900, we will need to:
1) Fully fund the base. 2) Fund the level between the base and the current enrollment of
10,900 (which equates to funding for 1400 children. 3) Fund the expansion of 3000 new

children.

2. Eliminate the Medicaid Asset Test for Children (requires legislation and the bill
request is in)

While we did not discuss this proposal at our meeting, the elimination of the asset test for
children would allow many more children to become eligible for Medicaid. While we are
not able to accurately cost this proposal today, other Department staff are working on this
issue and we will provide you the cost data on this option as soon as it is available. We do
know that of the 10,741 children enrolled in CHIP in March 2004, 3,468 of them would
be eligible for Medicaid if the asset test for Medicaid were eliminated. The additional
cost in state funds to Medicaid for these children estimated under this method is
$1,560,600. This would also free up CHIP slots to enroll additional children in CHIP at
higher income levels. Please be aware that the Department is working on a full cost
estimate of eliminating the asset test — the estimate presented here is only based on
information derived from CHIP data.

3. Providea Wrap&zround Mental Health Benefit for CHIP Children.

Until August of 2002, children with CHIP who had a severe emotional disturbance (SED)
also had additional mental health benefits through the state-funded Mental Health
Services Plan (MHSP). CHIP paid pharmacy costs (no limit) and after the CHIP
outpatient visit and residential treatment center (RTC) limits were reached, MHSP paid
for those services. In addition, MHSP paid for family therapy, therapeutic group and
foster care, group and day treatment, comprehensive school and community treatment
(CSCT), community-based rehab, and respite care. These are not covered by CHIP. Due
to budget cuts, the MHSP wrap-around benefits for children with CHIP ended August 16,
2002.
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Alliance for Healthy Montanans -- CHIP Proposal.

In 2002, CHIP’s average monthly enrollment was 9,400, of which 265 or 2.8% were
SED. The average amount spent on the mental health wrap-around for 2001 and 2002
was $233,939 in state general funds per year. Following are projections of general fund
costs for CHIP’s current enroflment of 10,900 and incremental increases of 1,000
children if the mental health wrap-around benefits were reinstated:

* 10,500 $269,315
» 11,900 $294,215
+ 12900 $318,939
e 13,500 $343,663

New Medicaid Enrollment for Children due to CHIP Expansion.

Prior experience has shown that outreach for CHIP children results in an increased
number of children being enrolled under Medicaid. The rule of thumb has been that for
every three eligible children found under outreach, two will be eligible for CHIP while
one will be eligible for Medicaid. Assuming we locate and enroll 3000 new CHIP
children, we will also then enroll 1500 new Medicaid children. We estimate the cost of
these children at $675,000 in state funds per year.

Source of information:
Bureau Chief Children’s Health Insurance Plan Mary Noel
Administrator Children’s Health Services Bureau Chuck Hunter
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