
MEMORANDUM 
 
TO:  Mike Muelemans, Tobey Partch-Davies, Stuart Gilkison 
 
FROM:  Lee Bezanson, Community Exchange Living Collaborative 
 
DATE:  March 19, 2007 
 
Last fall we published the paper Medicaid Options for Model LIFE Account Programs.  
The paper mentions the option of benchmark programs under Section 6044 of the Deficit 
Reduction Act but offers little discussion on the topic.  Attached please find a brief 
discussion of the requirements for these benchmark programs. 
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Section 6044 Option for Model LIFE Account Programs 
 

The Deficit Reduction Act of 2005, Public Law Number 109-171. 
Section 6044, State Flexibility in Benefit Packages, adds a new section 
1937 to the Social Security Act (the Act).   Under section 1937 a state 
may amend its State plan to provide alternative benefit packages to 
some of its recipients without regard to comparability, statewideness, 
freedom of choice, or certain other traditional Medicaid requirements. 
These benchmark plans are patterned after the benchmark plans that 
are currently in place in the State Children’s Health Insurance 
Program. Section 1937 became effective March 31, 2006.  CMS 
provides A State plan amendment (SPA) preprint to facilitate plan 
approvals.  This paper looks briefly at how Section 1937 might be used 
by a state to develop a LIFE Account model. 
 

Under Section 1937 of the Act, the State may require that 
medical assistance to individuals, within one or more groups of 
individuals specified by the State, be provided through enrollment in 
benchmark coverage or benchmark-equivalent coverage. Given the 
statutory exemptions to this coverage being mandatory, these 
individuals are generally healthy adults and healthy children on 
Medicaid.  
 

A State may only require that individuals obtain benefits by 
enrolling in such coverage if they are a “full benefit eligible” in an 
eligibility category established under the State plan on or before 
February 8, 2006, and are not within exempted categories under the 
statute. Full benefit eligible individuals are individuals who would 
otherwise be eligible to receive the standard full Medicaid benefit 
package under the approved Medicaid State plan, but do not include 
individuals determined eligible by the State for medical assistance 
under section 1902(a)(10)(C) of the Act, or by reason of section 
1902(f), or otherwise eligible based on a reduction of income based on 
costs incurred for medical or other remedial care (medically needy and 
spend-down populations). The following are categories of individuals 
who may not be required to enroll in an alternate benefit plan (those 
in italics are likely LIFE Model program candidates):  
 

 1. The individual is a pregnant woman who is required to be 
covered under the State plan under section 
1902(a)(10)(A)(i).  

 
 2. The individual qualifies for medical assistance under the 

State plan on the basis of being blind or disabled (or being 
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treated as being blind or disabled) without regard to whether 
the individual is eligible for supplemental security income 
benefits under title XVI on the basis of being blind or disabled 
and including an individual who is eligible for medical 
assistance on the basis of section 1902(e)(3).  

 
 3. The individual is entitled to benefits under any part of title 

XVIII.  
 

 4. The individual is terminally ill and is receiving benefits for 
hospice care under title XIX.  

 
 5. The individual is an inpatient in a hospital, nursing facility, 

intermediate care facility for the mentally retarded, or other 
medical institution, and is required, as a condition of receiving 
services in such institution under the State plan, to spend for 
costs of medical care all but a minimal amount of the 
individual’s income required for personal needs.  

 
 6. The individual is medically frail or otherwise an individual 

with special medical needs (as designated by the Secretary). 
For purposes of this section, the Secretary designated 
individuals with special needs to include those groups defined 
by Federal regulations at 42 CFR 438.50(d)(1) and (3) of the 
managed care regulations (i.e., dual eligibles and certain 
children under 19 who are eligible for SSI; eligible under 
section 1902(e)(3) (TEFRA children); in foster care or other 
out of home placement; receiving foster care or adoption 
assistance; or, receiving services through a family-centered, 
community-based, coordinated care system that receives 
grant funds under section 501(a)(1)(D) of title V, as defined 
by the State in terms of either program participation or 
special health care needs).  

 
 7. The individual qualifies based on medical condition for 

medical assistance for long-term care services described in 
section 1917(c)(1)(C).  

 
 8. The individual is an individual with respect to whom aid or 

assistance is made available under part B of title IV to 
children in foster care and individuals with respect to whom 
adoption or foster care assistance is made available under 
part E of title IV, without regard to age.  
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 9. The individual qualifies for medical assistance on the basis 
of eligibility to receive assistance under a State plan funded 
under part A of title IV (as in effect on or after welfare reform 
effective date defined in section 1931(i)). This provision 
relates to those individuals who qualify for Medicaid solely on 
the basis of qualification under the State’s TANF rules (i.e., 
the State links Medicaid eligibility to TANF eligibility).  

 
10. The individual is a woman who is receiving medical 
assistance by virtue of the application of sections 
1902(a)(10)(ii)(XVIII) and 1902(aa). This provision relates to 
those individuals who are eligible for Medicaid based on the 
breast or cervical cancer eligibility provisions.  
 
11. The individual qualifies for medical assistance on the basis 
of section 1902(a)(10)(A)(ii)(XII).  
 
12. The individual is not a qualified alien (as defined in 
section 431 of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996) and receives care and 
services necessary for the treatment of an emergency medical 
condition in accordance with section 1903(v). 1 

 
The individuals that may be served under a LIFE Account model 

generally will not be eligible for a benchmark mandatory program.  
States may offer them such a package but may not require them to 
enroll in one.  For example, in some States the benchmark coverage 
may be more generous than the State Medicaid plan or may offer 
different services that are desirable for frail individuals and individuals 
with disabilities. Getting integrated coverage for acute care and 
community-based long-term care may be attractive to LIFE Account 
participants.  Inclusion of a consumer-directed option with asset 
development as a part of the benchmark package might prove 
effective in attracting voluntary enrollment in benchmark programs. 

 
   In any case in which a State offers an individual the option to 

enroll in an alternative benefit package, the State must inform the 
individuals that such enrollment is voluntary and that such individual 
may opt out of such alternative benefit package at any time and regain 
immediate eligibility for the regular Medicaid program under the State 
plan. The State must inform the individual of the benefits available 
under the alternative benefit package and provide a comparison of 

                                                 
1 State Medicaid Directors Letter (SDML) #06-008, March 31,2006. 
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how they differ from the benefits available under the regular Medicaid 
program. The State must document in the individual’s eligibility file 
that the individual was informed in accordance with this paragraph and 
voluntarily chose to enroll in the alternative benefit package. 2 
 
 

Benchmark coverage is described as any one of the following:  
 

Federal Employees Health Benefit Plan (FEHBP – Equivalent 
Health Insurance Coverage). The standard Blue Cross/Blue 
Shield preferred provider option service benefit plan that is 
described in and offered to Federal employees under 5 U.S.C. 
8903(1).  
State Employee Coverage. A health benefits plan that is offered 
and generally available to State employees in the State involved.  
Health Maintenance Organization (HMO) plan. A health insurance 
plan that is offered through an HMO (as defined in section 
2791(b)(3) of the Public Health Service Act) that has the largest 
insured commercial, non-Medicaid enrollment in the State. 

                                                 
2 Id. 
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Secretary Approved Coverage. Any other health benefits 
coverage that the Secretary determines, upon application by a 
State, provides appropriate coverage for the population 
proposed to be provided such coverage. States wishing to opt for 
Secretarial approved coverage should submit a full description of 
the proposed coverage and include a benefit by benefit 
comparison of the proposed plan to one or more of the three 
Benchmark plans specified above as well as a full description of 
the population that would be receiving the coverage. 3 
 
If a State designs or selects a benchmark plan other than those 

specified above the State must comply with certain conditions that are 
detailed in SDML #06-008.  If the plan includes children under age 19  
EPSDT benefits must still be covered.  Benchmark or benchmark-
equivalent coverage and any additional benefits must be provided in 
accordance with economy and efficiency principles.  

 
States that want to develop LIFE Account models may consider a 

benchmark program under Section 1937.  It will be important to offer 
an attractive benefit package since enrollment in a benchmark 
program must be voluntary for the populations that are eligible for a 
LIFE Account program.  The inclusion of a consumer-directed personal 
assistance benefit that permits an individual to save a portion of 
his/her individual budget to accumulate savings for asset development 
may create high interest in enrollment particularly for those who want 
an integrated health plan that includes both acute medical services 
and long term supports. 

 

                                                 
3 Id. 
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