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PeachCare for K ids:  
Nationally funded program in pending financial cr ises 

PeachCare for Kids is a State Children’s Health 
Insurance Program (SCHIP) started in 1997 to 
provide insurance to more than 270,000 low-
income children who are not eligible for Medi-
caid. The program faces two funding challenges, 
which if they are not met will result in the termi-
nation or severe restriction of the program. The 
most immediate funding need is to fill the $131 
million shortfall for this year. Second, the SCHIP 
program itself was established for only 10 years 
and must be reauthorized by Congress this year if 
it is to continue. 

The Medical Association of Georgia supports im-
mediate funding to avoid disruption in the conti-
nuity of care Georgia’s physicians provide to chil-
dren.  MAG also supports the reauthorization of 
the SCHIP program; at least until a private sector 
alternative can be found.  While the benefits of 
the existing program are well documented, we are 
also cognizant that the program represents an ex-
pansion of government provided health care. 
Also, there is talk in Congress to use the reau-
thorization of the program as a springboard for the 
expansion of government health care to adults and 
a vast majority of Americans.  MAG opposes 
such an expansion, which would be a most sig-
nificant step towards a single payer health care 
system. 
 
MAG physician leaders have asked both state and 
federal officials to secure continued funding of 
the program.  In additional to lobbying for fund-
ing at the state level, MAG’s President, S. Wil-
liam Clark III, M.D., recently led a delegation of 
MAG members to meet with Congressional lead-
ers and asked for funding to prevent the shutdown 
of PeachCare.  MAG will continue to lobby 
elected officials for continued funding of the pro-
gram in the same form that it exists today. 

In 1997, Congress created the State Children’s 
Health Insurance Program (SCHIP) and appropri-
ated $40 billion to provide health care for the 
growing number of uninsured children in the U.S. 
In Georgia, this program is PeachCare for Kids, 
which is facing a shortfall of $131 million this 
year. That amount is needed to continue the pro-
gram until the start of the next federal fiscal year 
that begins in October 2007.   
 
As a part of a sweeping tax bill Congress passed 
legislation to partially fund the shortfall. This re-
distributed $271 million in SCHIP from FY 2004-
2005 to the six states, including Georgia, facing 
the most immediate funding holes. But those 
states and eight others will face SCHIP deficits 
later in 2007. Without those funds, Georgia faces 
the discontinuation of PeachCare for Kids. This 
federal legislation provides a temporary fix until 
approximately May or June 2007.  

SCHIP is jointly financed by the federal and state 
governments, and administered by the states. 
Within broad federal guidelines, each state deter-
mined the design of its program eligibility, bene-
fits, payment levels and administrative and oper-
ating procedures. SCHIP provided a capped 
amount of funds to states on a matching basis for 
10 years. The funds are capped nationwide, with 
state-by-state allocations. Each state operates un-
der an individual cap.  
 
Under the Act, federal matching funds are avail-
able to subsidize nearly 72 percent of the benefit 
cost, less premiums, with the remaining 28 per-
cent coming from the state. SCHIP is not an enti-
tlement program and is subject to the availability 
of funds specifically appropriated for this pro-
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gram. Initially, MAG worked with state legislators to have the 
program mirror Medicaid for operational efficiencies, because 
the reductions and the end of federal funding was anticipated. 
MAG opposed making it an entitlement program.   
 
The matching rate for both Medicaid and SCHIP is determined 
using a formula based on states’  relative per capita income. 
When the SCHIP programs matured and statutory-set allotment 
levels dropped from $4.2 billion to $3.1 billion in 2002, Geor-
gia spending exceeded annual allotment levels. The distribution 
formula left some states with more funds than they could spend, 
and other states needing additional funds to keep up with pro-
gram costs and enrollment. The provisions in SCHIP law to 
“ redistribute”  SCHIP funds have created complexity and unpre-
dictability in program financing that have led to many legisla-
tive changes to fix the formula. 
 
States have the option of using SCHIP funds to create a separate 
SCHIP program, expand their Medicaid program, or adopt a 
combination approach. Currently, 18 states operate separate 
SCHIP programs. Eleven states, plus the District of Columbia, 
expanded Medicaid, and 21 states rely on a combination ap-
proach. Nationally, in 2005, SCHIP covered 6 million low-
income children with annual costs of $7 billion. This is much 
smaller in scope than coverage for 28 million children under 
Medicaid. SCHIP builds on Medicaid to provide insurance cov-
erage to children not eligible for Medicaid, typically with fam-
ily incomes up to 200 percent of the Federal Poverty Level or 
$32,000 annually for a family of three. Forty-one states cover 
children in families with incomes up to or above 200 percent of 
FPL under Medicaid or SCHIP. In October 2006, the Congres-
sional Research Service estimated that 17 states were expecting 
SCHIP funding shortfalls in FY 2007 of just over $920 million, 
including Georgia. These shortfalls were partially offset by the 
legislation at the end of 2006 that redistributed existing unspent 
SCHIP funds. However, further action is needed to fully resolve 
the 2007 shortfalls (expected to be $716 million). Going for-
ward, more states are expected to face shortfalls. 
 
Rather than fund an extra $920 million to keep all the states op-
erating at their current level, Congress held funding steady, and 
instead tinkered with the formulas that determine how money is 
distributed. States that didn’ t spend their entire allotment of 
SCHIP money in 2005 will forfeit as much as $40 million each, 
in order to shore up other states’  programs, such as Georgia’s. 
The money for states that need this extra help will have strings 
attached. Normally, the federal government pays a higher 
matching rate for people in SCHIP, than for standard Medicaid. 
While most of the 4 million people in SCHIP are children, some 
states cover pregnant women and parents. Under the new legis-
lation, states getting extra help for SCHIP will get the enhanced 
rate only for children. The federal government will use the 
lower Medicaid matching rate for adults in SCHIP. Since 1997, 
the percentage of low income uninsured children fell by one-
third since 1997 (from 23 percent to 15 percent). 

Georgia selected to operate a separate SCHIP program. As of 
December 2006, PeachCare for Kids covered 273,175 children 
and had a FY 2007 combined federal and state budget of 
$427,125,422. Georgia ranks fourth nationally in numbers of 
enrolled children. Georgia requires that the children be U.S. 
citizens and/or certain qualified legal residents, refugees or asy-
lums, and reside in Georgia. They must be under age 18, be un-
derinsured or uninsured, and have family incomes less than or 
equal to 235 percent of the federal poverty level: $39,000 for a 
family of 3, and $47,000 for a family of 4. Georgia is one of 17 
states that allow incomes greater than 200 percent of FPL for 
enrollment in the program. There is no premium cost for chil-
dren under age 5. Currently, the premium cost per person for 
PeachCare for Kids coverage is $10 to $35 for one child and a 
maximum of $70 for two or more children living in the same 
household, depending on household income. There are no co-
payments or deductibles required for benefits. As a result of the 
funding crises, the DCH has discontinued all new enrollments 
in the program as of March 11. Any new applications received 
or postmarked after March 11 will not be processed for Peach-
Care eligibility.   

U.S. Senators Saxby Chambliss and Johnny Isakson, Represen-
tatives John Barrow, Nathan Deal and the late Charlie Norwood 
have been advocates for this program. Sens. Chambliss and 
Isakson recently introduced legislation (H.J. Res. 20) to fix the 
current funding shortfall.  Rep. David Scott sent a letter to the 
U.S. House Speaker and Minority Leader, urging them to ex-
tend the funding. The AMA and AAP support expanding the 
program to cover all eligible children, but recognize financing 
will be an issue.  

Members of Georgia’s Congressional Delegation believe Con-
gress will correct the problem. If unsuccessful, DCH will inves-
tigate several options for the program, such as reducing the ser-
vices of the program or shifting some of the children to Medi-
caid. There are other stopgap measures such as the state tempo-
rarily funding the full program cost with state dollars, which 
may require a quick change to the state PeachCare law, and 
then after Congress acts, Georgia could be reimbursed for the 
federal share. The state could also temporarily leverage federal 
Medicaid dollars at the Medicaid match rate to continue cover-
age for children in PeachCare. On February 16, Georgia House 
Bill 340 was introduced which would cut off health benefits for 
30,000 PeachCare children by decreasing the income eligibility 
limit from the current 235 percent of poverty to 200 percent or 
less. 
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