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Implementation of the State Children’s Health Insurance Program
ISSUE
Iowa’s plan to implement the State Children’s Health Insurance Program (SCHIP) includes
expansion of Medical Assistance coverage to children in families up to 133.0% of the Federal
Poverty Level and creation of the Healthy and Well Kids in Iowa (HAWK-I) Program for
children in families up to 185.0% of the Federal Poverty Level.
AFFECTED AGENCIES
Department of Human Services (DHS)
Department of Public Health
Maternal and Child Health Centers
Public Schools
CODE AUTHORITY
Title XXI of the Social Security Act created in the Balanced Budget Act of 1997
House File 2517 (Healthy and Well Kids in Iowa [HAWK-I] Program Act of 1998)
Senate File 2410 (FY 1999 Human Services Appropriations Act)
BACKGROUND
Federal Enacting Legislation and Requirements
The federal State Children’s Health Insurance Program (SCHIP) established in the Balanced
Budget Act of 1997 included the following:
•

Addition of a new Title XXI to the Social Security Act to provide health care coverage to
uninsured targeted low-income children.

•

Congressional appropriations specifying Iowa’s allotment of $32.4 million annually, a State
matching funds requirement of 25.37% (requiring an annual General Fund appropriation
of $11.2 million to fully maximize federal funds).

•

Option of participant cost sharing.

•

Funding available October 1, 1997, with the ability to carry forward funds for three years.

•

Coverage of targeted low-income children, under age 19, living in families below 200.0%
of the Federal Poverty Level (annual income of $27,300 for a family of three), not
Medicaid eligible or covered under an existing group health plan or other health
insurance, and not the dependent of a State employee. States have the option of
determining eligibility levels up to 200.0% of the Federal Poverty Level.
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•

Options for use of Title XXI funds including expansion of Medicaid, a new child health program,
or a combination of the two.

•

Basic program design elements including full Medicaid coverage or a benchmark equivalent
benefit package, mandatory comprehensive benefits, optional benefits, and cost sharing
permitted for families between 150.0% and 200.0% of the federal poverty level.

Iowa’s State Children’s Health Insurance Program
Iowa’s chosen option for implementing the State Children’s Health Insurance Program is a
combination of Medicaid expansion and a new program. House File 2517 (HAWK-I Program Act of
1998) expanded Medicaid coverage for children to 133.0% of the Federal Poverty Level effective
July 1, 1998, and created the HAWK-I Program for children in families with incomes up to 185.0%
of the federal poverty level effective January 1, 1999. The Act designates State, public, and ex
officio legislative Board members, provides mandates to the DHS including development of a twopage application form for both Medicaid and HAWK-I eligibility, and establishes Board duties and
Program requirements.
Figure 1 indicates by Federal Poverty Level and age group, which Program option will cover eligible
low-income children.
Figure 1
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Outreach Efforts
Under Title XXI, the federal law requires that states create multifaceted outreach programs, including efforts
to:
•

Inform the public about the new programs.

•

Identify all eligible children in the State.

•

Assist families in enrolling children in the appropriate program.

CURRENT SITUATION
HAWK-I Board
Attachment 1 includes a list of appointed HAWK-I Board members and their affiliations. Staff
support is provided by the Department of Human Services (DHS). At the July 20, 1998, Board
meeting, Christopher Atchison, Director, Iowa Department of Public Health, was elected
chairperson. House File 2517 (HAWK-I Program Act of 1998) specified the responsibilities of the
HAWK-I Board. The Board has met monthly to conduct business since July.
Outreach Contract with the Zimmerman Company
The DHS received 12 proposals from various companies and selected Zimmerman Public
Relations and Marketing Firm of Des Moines for the outreach contractor. The budget for
contracted outreach activities in FY 1999 is $500,000. A public awareness campaign is expected
to include posters, brochures, handouts, and television spots as specified in the Request for
Proposals. The DHS estimates that 16,000 children in the State are newly eligible for the Medicaid
expansion, many of them siblings of younger Medicaid eligibles, and 40,000 children in the State
will be eligible for the HAWK-I Program effective in January 1999. The DHS has established an
enrollment target of 15,500 children in the Medicaid expansion category and 39,500 children in the
HAWK-I Program by the end of FY 2000. New enrollees in the HAWK-I Program during the
second half of FY 1999 are anticipated per the schedule illustrated in Figure 2.
Figure 2
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Third Party Administrator RFP/Contract
On September 28, 1998, HAWK-I Board members voted to award a Third Party Administrative
(TPA) contract to Eligibility Services, Inc. of Dallas, Texas. Eligibility Services, Inc. is in the process
of establishing an office in West Des Moines. As of this writing, the contract has not been signed,
but will be retroactive to October 1, 1998. The duties of the contractor include development and
implementation of a system to administer eligibility determinations, enrollment, premium collection,
customer services, and data reporting for the HAWK-I Program.
Figure 3
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Children Enrolled in the Expansion Effort
The DHS has identified a minimum of 4,174 new children enrolled in Medicaid from July 1, through
September 30, 1998. These new enrollees live in families with incomes between previous Medicaid
eligibility levels and 133.0% of the Federal Poverty Level (FPL). Through the first quarter of FY
1999, some reporting challenges have been identified, including the addition of an estimated 8,000
children with a 0.0% reported FPL. Expected corrections to these reports will identify a portion of
the 8,000 children as SCHIP eligibles. Although outreach efforts have been initiated to identify
children eligible for the HAWK-I Program, enrollment will not begin until December 1, 1998, with
coverage effective January 1, 1999.
Presumptive Eligibility
Presumptive eligibility is a state option, which would allow immediate coverage of a SCHIP
applicant with subsequent determination of actual eligibility. Since the contract with the Third Party
Administrator requires a 10-day time frame for complete processing of applications, the DHS
recommended to the Board that presumptive eligibility be excluded from the initial process. The
DHS and the Board agreed to study the issue to determine if there is a need for a presumptive
eligibility process in the future.
Remaining Implementation Issues
The HAWK-I Board has established a monthly premium payment of $10 per child, not to exceed
$30 per family for families with incomes above 150.0% of the FPL. The Board has not yet resolved
issues of client copayment (copay) for office visits or any other medical care. However, Board
members agreed to include a $25 emergency room visit copay in proposed Administrative Rules,
and specified that inclusion in the proposed Administrative Rules would provide a forum for public
comment. The $25 copay will be waived if the visit results in admission to the hospital or the ER
visit is deemed necessary in accordance with lay person standards. Insurance packages typically
include emergency room visit copays as a means of reducing overall costs (and premiums) of the
coverage, thus costs of insurance may be increased if the copay is omitted from the Program. The
proposed Administrative Rules, previously reviewed by Board members, are scheduled to be
noticed to the public on November 4, and will be considered for adoption at the December 21
HAWK-I Board meeting.
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Participating Insurance Carriers
The DHS and the HAWK-I Board are currently pursuing contracts with insurance carriers. Although
no insurance companies have formally indicated participation in the Program, the DHS estimates at
least three companies will likely participate.
Children with Special Needs
The HAWK-I Board has appointed a committee to study and make recommendations concerning
the coverage of children with special needs or disabilities. The Board is to consider
recommendations of the Children with Special Needs Committee at a future meeting. Attachment
2 is a Fact Sheet, provided by the Maternal and Child Health Policy Research Center, funded by
the Robert Wood Johnson Foundation. The Fact Sheet reports the national incidence of disability
among uninsured children with variances from less than 2.0% to over 30.0%, depending upon what
disabilities are included in the data. A 1994 National Health Interview Survey estimated that
approximately 460,000 (6.3%) low-income uninsured children nationally experienced some level of
disability in 1994. Most low-income families surveyed (77.5%) cited the high cost of health
insurance as the primary reason for lack of coverage.
ALTERNATIVES
Other States’ Activities – Summary of attachments: Attachment 3 is a map of other states’
activities concerning policy options of expansion of Medicaid, a new private program, or a
combination of both, as determined by submission of state plans to the Health Care Financing
Administration. Attachment 4 provides a snapshot of state action, including various eligibility
levels and timelines, as compiled by the National Conference of State Legislatures (NCSL).
Wait and Evaluate
This alternative allows the Program to be initiated while evaluating eligibility, enrollment, and
possible costs or savings to other State programs as a result of receiving SCHIP benefits. Other
State programs with potential cost differences minimally include Medicaid, Family Investment
Program (FIP), Indigent Care, special needs education programs, and Department of Public Health
programs for children.
Budget Management Options
Challenges during the implementation stage may include managing within the budget. If more
individuals enroll than anticipated, the HAWK-I Board members or the General Assembly may need
to review use of a waiting list, changes in eligibility levels, increased copays or premiums, or a
decreased benefit package as possible budget management alternatives.
If enrollment is significantly less than anticipated but outreach activities are deemed sufficiently
effective, the General Assembly may choose to expand eligibility to 200.0% of the FPL based on
federal permissive language.
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Additional Policy Options
Additional policy options include buy-in of coverage for families above 200.0% of the FPL for
currently uninsured children, at no additional cost to the State, by allowing families to pay the entire
monthly premium. Since the family would pay the premium, there would be no resulting State or
federal fiscal impact, other than residual administrative expenses.
Federal legislation also allows inclusion of coverage for parents in families up to 200.0% of the FPL
as long as no additional cost to the State is incurred. For example, if the monthly premium costs
the same for family coverage as it costs for the State to cover the eligible children, inclusion of the
parents is allowable. Section 2105(C)(3) “Waiver for Purchase of Family Coverage” of the
Balanced Budget Act indicates that Title XXI funding is available to states for the purchase of family
coverage under a group health plan or health insurance coverage that includes coverage of
targeted low-income children only if the state establishes to the satisfaction of the Secretary (of
Health and Human Services) that:
1. Purchase of such coverage is cost-effective relative to the amounts that the State would
have paid to obtain comparable coverage of only the targeted low-income children
involved; and
2. Such coverage shall not be provided if it would otherwise substitute for health insurance
coverage that would be provided to such children but for the purchase of the family
coverage.
The General Assembly may decide to direct the DHS to proceed with waiver action if it is
determined that extending coverage to parents of eligible low-income children at no cost to the
State is desirable.
BUDGET IMPACT
With information obtained after the start of the HAWK-I Program in January 1999, it will be possible
to determine the budget impact of expanding eligibility or instituting cost saving measures if it
appears that Iowa will exceed the $7.0 million State General Fund appropriation and matching
federal funds of $20.6 million anticipated in FY 1999. The federal government requires that Iowa’s
allocation be spent within three years.
The General Assembly may determine that the State has a responsibility for support of part or all of
the Program if the federal government reduces federal financial commitment. For the Medicaid
expansion, the costs would be the loss of the enhanced match rate, which for FY 1999, is 10.9%
higher than the standard Medicaid match rate the State currently receives. The total fiscal impact
to the State would be an increase of $4.7 million if the entire Program were included as a Medicaid
expansion. The federal government would continue to match State Medicaid expenditures for the
expanded eligibility group if the federal SCHIP commitment were withdrawn. The costs of the
HAWK-I Program would presumably become a complete State financial responsibility if not a part
of Medicaid. It is important to note that there has been no indication that the federal government
will lessen or withdraw financial commitment to the SCHIP.
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