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Covering More Kids in Virginia
The time is now to maximize federal funding for FAMIS and Medicaid

September 2009

By John McInerney and Michael Cassidy

While health care reform dominates the 
national conversation, a small window to 
provide much greater health insurance coverage 
to Virginia’s low-income children is about 
to open. In order to take full advantage of 
this opportunity, Virginia must maximize its 
resources in the next two years through the 
Children’s Health Insurance Program (CHIP).

The Children’s Health Insurance Program 
Reauthorization Act (CHIPRA), which was 
approved by Congress in February 2009, 
provides increased federal assistance to expand 
insurance coverage to thousands more children 
in the next five years. The key is that only states 
that increase coverage opportunities and use 
their available federal resources will receive 
maximum funding all five years.  States that fail 
to do so will see their federal funding support 
decreased in 2011 and 2012. A primary goal of 
CHIPRA is to reward those states that expand 
health insurance coverage opportunities for 
children. 

This report challenges Virginia to maximize 
federal resources for CHIP, which in Virginia 
is called Family Access to Medical Insurance 
Security (FAMIS).  In light of this opportunity 
to provide health insurance to thousands more 
children, the General Assembly should consider:

Expanding coverage access to all •	
children in Virginia;
Simplifying enrollment to increase •	
enrollment and retention;
Providing immediate access to FAMIS •	
for legal immigrant children and to 
Medicaid or FAMIS Moms for legal 
immigrant pregnant women.

Regardless of the status of national health 
reform, the immediate needs of low-income 
children in Virginia should not be ignored.  

EXECUTIVE SUMMARY

The Children’s Health Insurance Program Reauthorization Act 
(CHIPRA), which was approved by Congress in February 2009, 
provides increased federal assistance to expand insurance 
coverage to thousands more children in the next five years.
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On Feb. 5, 2009, the Children’s Health Insurance 
Program Reauthorization Act of 2009 (CHIPRA) 
was signed into law by President Barack Obama.  
The five-year reauthorization of the Children’s 
Health Insurance Program (CHIP) program, which 
in Virginia is called Family Access to Medical 
Insurance Security (FAMIS), will provide states 
with an additional $33 billion in federal funding 
to maintain and expand programs. Through this 
reauthorization, Virginia’s FAMIS program will 
receive $175 million in federal block grant funding 
in 2009, an increase of approximately 33 percent 
over the total federal money spent on FAMIS in the 
2008 federal fiscal year.  The federal government 
pays for 65 percent of Virginia’s spending in FAMIS.

CHIP has proven successful at providing health 
insurance coverage to low-income children in 
families that earn too much to qualify for Medicaid, 
but too little to access or afford private insurance 
coverage. CHIPRA provides Virginia with an historic 
opportunity to cover more uninsured children.  In 
Virginia, FAMIS has been successful over the past 
decade in providing health insurance coverage 
to low-income children, with 155,000 children 
receiving coverage in the 2008 federal fiscal year.1  It 
is a good deal for Virginia: For every dollar Virginia 
spends, the federal government contributes almost 
$2 through block grant funding.2  Despite this 
success, Virginia still have approximately 167,000 
uninsured children according to a three-year average 
estimate from the U.S. Census Bureau. Of those 
children, approximately 100,000 (16.6 percent of 
children below 200 percent of the federal poverty 
level, as shown in Figure 1) are eligible for either 
FAMIS or Medicaid coverage but remain unenrolled, 
based on the three-year average estimate from the 
U.S. Census Bureau.3 Figure 1 shows that more 
progress is needed to ensure that more eligible 
children access the health coverage they are eligible 
to receive. 

Under CHIPRA, Virginia and all other states will 
receive significantly increased federal support, both 
in direct block grant funding and incentives for 
states to simplify enrollment, conduct outreach, and 
improve the quality of care and services.  However, 
the new law also will disadvantage states that do not 
maximize the federal funding available to them over 
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the first few years of the reauthorization. 
The General Assembly and Governor 
should take advantage of the new federal 
resources to expand income eligibility in 
FAMIS and simplify enrollment.  Both 
these reforms will further reduce the 
percentage of uninsured children in the 
state, and help ensure healthy development 
for all Virginia’s children.  

More funding for FAMIS  

Building on the success of CHIP, the 
new law allows states to cover up to four 
million additional children in the U.S. 
during the next five years.  In addition 
to a formula adjustment, federal funding 
for CHIP will be increased by almost $33 
billion nationally over the next five years.4

Virginia’s FAMIS program spent more 
than $130 million in federal funds and 
$70 million in state dollars in federal fiscal 
year 2008. FAMIS provided insurance 
coverage to more than 155,000 children.  
With the increased federal support for 
CHIP, Virginia will see a significant 
increase in available federal funding this 
year.  As Figure 2 indicates, the state will 
receive $175 million in federal block grant 
assistance in federal fiscal year 2009 and 
an estimated $188 million in federal fiscal 
year 2010.

However, in federal fiscal year 2011, 
funding will be reallocated to provide 
assistance to states that have expanded 
their efforts to cover uninsured children.  
States that spend all of their federal 
allocations from federal fiscal years 2009 
and 20105 will continue to receive as 
much or more federal block grant funding 
in federal fiscal years 2011 and 2012.  
States that spend less will see a reduction 
in federal support to reflect the funding 
needs of their program, with the rest of the 
money being reallocated to other states.  

Contingency Funding

Although federal funding has been 

The federal funding structure for 
state CHIP programs fundamentally 
changed under CHIPRA.  Most states 
were unhappy with the previous 
funding formula, and believed it 
under-funded their state programs.  
The old formula was calculated based 
primarily on the number of low-
income children in the state and the 
number of uninsured low-income 
children in the state (adjusted slightly 
for state variation in the cost of 
health care).  

There were two key problems that 
states identified: 
• The formula penalized states 
that covered children with public 
insurance programs, because it 
reduced the percentage of low-income 
uninsured children; and 
• The use of the Census’ Current 
Population Survey in the formula 
often differs from states’ own 

estimates of the uninsured.6   This led 
to funding shortfalls, as federal block 
grants proved insufficient to cover the 
costs of increasing enrollment.  

Under CHIPRA, Congress discarded 
the old funding formula.  Instead of 
state allotments based on uninsured 
populations, states will receive 
110 percent of the highest of three 
choices: 
• 2008 federal fiscal year spending; 
• 2008 federal fiscal year allotment; 
or 
• estimated federal fiscal year 2009 
spending.  

Essentially, states will be given 
enough funding to maintain their 
programs, with an additional 10 
percent added to help cover even 
more children.  

What Does CHIPRA do?
Major Funding Provisions of the New Law

FAMIS provided insurance coverage to more than 155,000 children 
[in 2008]. With the increased federal support for CHIP, Virginia will 
see about a one-third increase in available federal funding this year.



The Commonwealth Institute2

significantly increased, Congress included 
additional funding to prevent state shortfalls 
if states exceed their expectations in covering 
children.  The goal is to prevent the need for 
additional federal appropriations. The Child 
Enrollment Contingency Fund will provide 
additional resources for states that increase 
enrollment and exhaust their entire federal 
allotment.  The total allocations in the fund 
cannot exceed 20 percent of the total federal 
allotments in a given year.  

If the need for additional funding is greater 
than the total available allotment, states will 
be granted money on a proportional basis.   

Bonus Payments

A key byproduct of states covering more 
children in CHIP is that enrollment in 
Medicaid will also increase.  Families 
attempting to enroll their children 
in FAMIS must first be screened for 
Medicaid eligibility.  If a child’s family 
income is low enough to qualify them 
for Medicaid, the child must be enrolled 
in that program.  While most recognize 
that enrolling children eligible but not 
enrolled in Medicaid is a positive event, 
it comes with an increased budget cost to 
states.  In Virginia, the federal government 
pays 65 percent of most FAMIS spending 
but typically only finances 50 percent of 
Medicaid costs.  

To help offset increased state costs to 
Medicaid resulting from CHIP enrollment 
efforts, Congress included two-tiered 
incentive bonus payments for states that 
see an increase in Medicaid children’s 
enrollment above a defined baseline set by 
measuring past enrollment levels.6   A tier 
1 Medicaid bonus (if Virginia sees up to 
10-percent increase in Medicaid enrollment 
from the baseline) would effectively increase 
Virginia’s federal match rate to 57.5 percent 
for the newly enrolled kids, with the state 
contributing just 42.5 percent.  A tier 
2 Medicaid bonus (if Virginia sees over 
10-percent increase above baseline) would 
provide an effective payment of 81.25 
percent for each additional child over that 

level, with Virginia providing only 18.75 
percent of the total cost.   

To qualify for these incentive payments, 
states must implement at least five out of 
eight enrollment and outreach strategies 
that maximize enrollment of children in 
CHIP and Medicaid.  Most of the available 
simplifications have been shown to be 
effective in maintaining and increasing 
enrollment for children.  Families are more 
likely to navigate the enrollment process 
when fewer barriers exist.

Virginia has many simplifications 
already in place

As shown in Figure 3, Virginia currently 
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complies with at least three, and potentially 
four, of the eight enrollment simplifications.  

• Virginia has a single enrollment form 
to allow low-income families to apply for 
Medicaid and FAMIS with one application.  
Many families do not know which program 
their child will be eligible for when 
applying, and a single form eases the process 
and prevents multiple application filings.  
• Virginia does not require a face-to-
face interview or asset test during the 
application process, burdensome steps that 
would prevent many eligible families from 
enrolling their children.  
• The state has 12-month continuous 
eligibility in FAMIS (but not Medicaid), 
and passive/administrative renewal in 
Medicaid (but not FAMIS).  Continuous 
eligibility and passive/administrative renewal 
help provide children with consistent care 

throughout the year, and reduce the chance 
that eligible children will lose coverage 
because of a lapse in the renewal process.

• The state has a premium assistance 
program in FAMIS and Medicaid to help 
encourage low-income and poor families 
to access private insurance when available.  
However, it is currently unclear whether it 
complies under the employer contribution 
guidelines for premium assistance that are 
detailed in the new law.

But to qualify for the Medicaid bonus 
payments, the state would need to adopt at 
least one, and possibly two, simplifications, 
or fully implement continuous eligibility 
and/or passive/administrative renewal for 
both FAMIS and Medicaid.

Outreach and Enrollment Grants

In addition to the bonus payments, 

CHIPRA provides for $100 million 
in outreach grants for states, local 
governments, nonprofit organizations, and 
other entities that focus on rural areas or 
underserved populations.  These grants 
would help Virginia, with a large rural 
population, to increase outreach efforts 
in these areas as well as reaching out to 
minority Latino and African-American 
populations that have a higher percentage of 
uninsured children.   

How should Virginia capitalize  
on CHIPRA?

Virginia’s FAMIS program has achieved 
great success in offering coverage to children 
up to 200 percent of the federal poverty 
level, which is approximately $36,000 for a 
family of three.  Enrollment in FAMIS has 
increased from 32,000 in federal fiscal year 
2001 to 155,000 in federal fiscal year 2008.  
Medicaid enrollment for children has also 
increased significantly this decade, and now 
enrolls more than 490,000 children a year 
in the Commonwealth. 

Despite these increases in the number 
of children enrolled in the program, the 
percentage of Virginia’s children without 
health insurance has stalled in recent 
years.  In fact, Virginia’s overall uninsured 
children’s population has actually increased 
slightly from its level 15 years ago.  

The reauthorization of CHIP has provided 
Virginia with the opportunity to reach 
many more children still without health 
insurance coverage.  Congress has provided 
Virginia with increased financial support, 
as well as the incentive to make enrollment 
simplifications that will make it easier for 
children to get the health insurance and 
care that they need.  Failure to increase state 
efforts at reducing the number of uninsured 
children will be a missed opportunity.

With this opportunity in mind, the state 
of Virginia should consider taking the 
following actions:
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1) Cover All Kids

Funding Available
The increased federal funding for FAMIS 
has put Virginia within reach of making 
health coverage available to all children.  
As Figure 2 indicated, the CHIPRA 
legislation will provide Virginia with at least 
a 30-percent increase in federal funding in 
each of the next two years.  However, in 
the third year, as discussed earlier, federal 
allocations will be reallocated.  Only states 
that spend their entire federal allotment 
will continue to receive their full amount.  
If Virginia fails to spend its resources, it 
will receive a reduced federal block grant in 
federal fiscal year 2011. 

To maximize the federal funds available and 
reach a greater share of the state’s uninsured 
children, Virginia’s General Assembly 
should seize the opportunity to further 
expand the availability of FAMIS insurance 
coverage.  Currently, Virginia only covers 
up to 200 percent of the federal poverty 
level (about $36,000 for a family of three).  
Virginia should use this new federal money 
to expand eligibility to 300 percent of the 
federal poverty level, while offering a buy-
in at full cost to children in families with 
higher income.  

While expanding eligibility for children 
in FAMIS will require additional state 
appropriations, the 65 percent federal 
subsidy makes it a good investment that 
will build on the proven success of FAMIS 
and improve the health of thousands of 
additional children.  Note that children 
are inexpensive to cover relative to adults: 
In Virginia’s Medicaid program, costs per 
enrollee for children are approximately 
$1950 a year, while costs for adult enrollees 
average almost $3000.7  

Current unofficial Division of Medical 
Assistance Services (DMAS) estimates find 
that offering FAMIS coverage to children in 
families with income between 200 and 300 
percent of the federal poverty level would 
cost the state an additional $5 million in 

the first year (with $9 million in federal 
spending).  By the third year, as shown in 
Figure 4, when the eligibility expansion is 
fully implemented, the estimated additional 
cost would be approximately $15 million 
in state funds and $29 million in federal 
matching funds.  More than 20,000 
additional children would gain health 
insurance coverage under the expansion. 

Expansion Would Reach More Eligible 
Children
Increasing income eligibility in FAMIS 
would not only cover children in the 
expansion population, but it would increase 
enrollment among children currently 
eligible but not enrolled.  Many families in 
Virginia and states all across the country 
do not even apply for coverage, because 
they are either unaware of it or do not 
believe their child would qualify.  Opening 
up coverage to children at higher incomes 
would make more families aware of the 
program and the opportunity to provide 
their children with health insurance.

Other states witnessed this phenomenon.  
Illinois estimates that roughly 70 percent of 
the new enrollees to their All Kids program 
were already eligible for coverage.  New 
York estimates that a majority of the new 
enrollees expected in their recently approved 
expansion from 250 percent to 400 
percent of the federal poverty level would 
be children with family incomes below 

250 percent of poverty.  Also, while the 
Congressional Budget Office assumes that 
many states will expand eligibility following 
CHIPRA, they still estimate that more than 
80 percent of the new enrollees nationwide 
under CHIPRA will be those already 
eligible, but unenrolled.8

2) Make Enrollment Easier:  
Add Express-Lane and  
Presumptive Eligibility

Express-Lane Would Get More Children 
Enrolled
Applying continuous eligibility and passive/
administrative renewal to both programs 
would help with the continuity of coverage.  
The rules tend to work well in keeping 
eligible children in the program and 
preventing them from losing their coverage.  
These two administrative simplifications 
should be adopted in both FAMIS and 
Medicaid.

Still, the state should also embrace other 
reform options contained in CHIPRA.  The 
newly created “Express-Lane” option would 
allow Virginia to use enrollment findings in 
public programs like TANF, food stamps, 
and the subsidized school lunch program 
to help determine eligibility for children in 
Medicaid and FAMIS.  For instance, when a 
family enrolls in the food stamp program, a 
referral could be made to FAMIS, so a child 
could also be enrolled in health insurance 
coverage.  This would greatly assist Virginia 
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in its outreach to the eligible but unenrolled 
child population.  It is a sensible reform that 
would allow low-income children to receive 
each service they are eligible for—a reform 
that would improve quality of life and help 
children achieve a healthy development.  

Presumptive Eligibility 
The Governor and General Assembly should 
also include presumptive eligibility for 
children and pregnant women.  Currently, 
when a child’s family applies for coverage, 
the child is not eligible for services while 
the eligibility determination is taking place.  
If the child gets sick before eligibility is 
determined, that child cannot access FAMIS 
or Medicaid insurance.  Presumptive 
eligibility could allow children and pregnant 
women to get the care they need, when an 
organization, such as a hospital, believes 
they will be deemed eligible.  Eligibility 
determinations can take over a month, 
valuable time for a young child or a woman 
needing prenatal care.  

Outreach and Enrollment Grants 
Virginia’s state and local governments, as 
well as nonprofit organizations focused on 
health coverage for low-income children and 
families, should attempt to secure funding 
through the outreach and enrollment 
grants available under the new law.9   As 
mentioned earlier, these grants could help 
further enhance outreach efforts and help 
implement new strategies that could reach 
and cover more of the eligible, low-income 
children in Virginia, especially those located 
in underserved communities of the state.  

3) Access Federal Funding  
for Legal Virginia Residents

Prior to CHIPRA’s enactment, states were 
barred from receiving federal funding for 
legal immigrant children and pregnant 
women in Medicaid and CHIP for the 
first five years of their legal residency.  
CHIPRA allows states to remove the five-
year prohibition and receive federal funding 
for legal immigrant children and pregnant 
women in these programs. 

Despite the federal funds prohibition, for 
many years Virginia has provided Medicaid 
insurance coverage for legal immigrant 
children entirely funded by the state during 
the child’s first five years of residency.  The 
state does not, however, offer FAMIS 
coverage for legal immigrant Virginia 
children or coverage for pregnant legal 
immigrant women until they meet the five-
year threshold.  

Providers such as hospitals, community 
health centers and free clinics are often 
burdened by covering uninsured Virginians, 
including legal immigrants.  Making legal 
immigrant children eligible for FAMIS and 
legal immigrant pregnant women eligible 
to receive Medicaid and FAMIS Moms 
coverage would relieve some of the financial 
stress on providers in the state.

Access Federal Funding For Medicaid Legal 
Immigrant Coverage
Virginia currently covers more than 1,100 
legal immigrant children in Medicaid before 
the federal five-year waiting period ends.10   
The new provision in CHIPRA will save 
Virginia money, by allowing the state to 
draw federal funding for 50 percent of the 
total cost of this coverage, which could 
save over $700,000 annually.11  Virginia 
has begun the process to receive federal 
reimbursement for these legal immigrant 
children in Medicaid.  The state also now 
covers labor and delivery costs for Medicaid-
eligible legal immigrant women.  Virginia 
should use the flexibility under CHIPRA 
to extend prenatal care through Medicaid 
coverage to these legal immigrants, to help 
protect the health of women throughout 
their pregnancies and improve birth 
outcomes.

Increase FAMIS Eligibility For Legal Virginia 
Residents
In addition, Virginia should provide 
coverage for legal immigrant children and 
pregnant women in FAMIS, an action that 
would allow the state to receive federal 
funding for 65 percent of the total cost of 
the coverage.  
 

Conclusion

National health reform, if adopted, will 
increase affordable coverage opportunities 
and access to care for Virginians.  Yet, 
even if successful, FAMIS and Medicaid 
will still play a crucial role for low-income 
Virginians over the next several years.  The 
reauthorization of CHIP has provided 
Virginia with a tremendous opportunity to 
reduce the number of uninsured children 
in the state.  Virginia should build on the 
success of FAMIS and Medicaid and enact 
sensible reforms and improvements to 
maximize federal resources to reach those 
low-income children that are eligible but 
not enrolled in these programs.  
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