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On January 1, 2014, Medicaid will expand to cover an estimated 17.1 million Americans who are currently 
uninsured.1

 

 The Affordable Care Act of 2010 (ACA) requires that most of these newly enrolled individuals be 
entered into benchmark plans, which have traditionally been less comprehensive than standard Medicaid 
coverage. However, the ACA also mandates several important improvements to benchmark coverage. This fact 
sheet outlines the current differences between benchmark and standard coverage, describes the 
improvements to benchmark coverage under health reform, and explains which groups of newly covered 
individuals will be exempt from enrolling in benchmark plans. 

Mental Health and Substance Use Disorder Coverage in Standard vs. Benchmark Plans 
Standard Medicaid benefits include a wide array of mandatory and optional services. Mental health and 
substance use (MH/SU) treatment services are not mandated benefits; however, many such services are 
covered under the mandatory categories of physician and hospital services or the optional categories of 
prescription drug coverage, rehabilitation, and targeted case management. Benefits under standard Medicaid 
must have minimal levels of cost-sharing for beneficiaries, and states are limited in their ability to impose 
restrictions on the duration or scope of services.  
 
The Deficit Reduction Act of 2005 gave states the authority to enroll Medicaid beneficiaries in “benchmark” 
plans, which offer fewer benefits than standard Medicaid plans. Benchmark benefits are drawn from an 
approved comparison private plan, but because private plans often have poor coverage of MH/SU services, 
MH/SU coverage in corresponding benchmark plans may be inadequate. Moreover, benchmark plans are 
permitted to reduce the actuarial value of coverage by 25% of what is covered in the comparison plan, and 
they allow for higher levels of cost-sharing or utilization management.  In practice, this has often resulted in 
limited access to important benefits for people with MH/SU disorders, such as rehabilitation, intensive 
community services, and home- and community-based services.  
 
States are not required to provide benchmark coverage; they may instead enroll all beneficiaries in standard 
Medicaid. To date, most states have opted not to use their benchmark authority. 
 
Populations Exempt from Benchmark Coverage 
Medicaid law allows for certain populations to be exempt from benchmark coverage. The ACA carries over 
these exemptions to individuals who are newly eligible for Medicaid in 2014. Newly eligible individuals from 
the following groups are excluded from benchmark coverage and must be enrolled in traditional Medicaid: 

                                                           
1 Kaiser Commission on Medicaid and the Uninsured, “Expanding Medicaid to Low-Income Childless Adults under Health Reform: Key 
Lessons from State Experiences.” July 2010. http://www.kff.org/medicaid/upload/8087.pdf  
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• Blind or disabled individuals, regardless of eligibility for Supplemental Security Income (SSI); 
• Individuals who are eligible for both Medicaid and Medicare (dual eligibles); 
• Inpatients in a hospital, nursing facility, or intermediate care facility for the mentally retarded; and 
• Medically frail and special needs individuals.2

 
 

Recent federal regulations expanded the definition of medically frail individuals to “at least include… children 
with serious emotional disturbances, individuals with disabling mental disorders,… and individuals with 
physical and/or mental disabilities that prevent them from performing one or more tasks of daily living.”3

 

 
These changes ensure that more individuals with severe healthcare needs will be able to take advantage of the 
exemption from benchmark coverage. To meet the requirements of this expanded definition, states that have 
created benchmark plans will need to develop processes to identify which individuals meet the criteria of 
having a disabling mental disorder or functional impairment. These processes will have to incorporate both 
those applying for Medicaid for the first time as well as those who are currently enrolled. The National Council 
encourages community behavioral health organizations to work with their state Medicaid departments to 
ensure that the needs of individuals with mental illness and substance use disorders are addressed throughout 
this process. 

Changes to Benchmark Coverage under Healthcare Reform 
Because of the provisions that were just described, many people with mental illness or co-occurring substance 
use disorders will go into traditional Medicaid beginning in 2014, but for the new Medicaid beneficiaries 
enrolled in benchmark plans, there are several changes in the ACA designed to improve the quality of 
benchmark coverage. Benchmark plans will be required to cover at least a specified set of “minimum essential 
benefits.” These benefits must include MH/SU treatment services, rehabilitation, and “habilitative” services – a 
requirement that does not apply to traditional Medicaid. The ACA also applies the 2008 Mental Health Parity 
and Addictions Equity Act to benchmark plans. The parity law requires group health plans that offer MH/SU 
benefits to offer them at levels no more restrictive than those applied to medical/surgical benefits. This means 
that not only must benchmark plans offer MH/SU benefits, they must be offered at parity with 
medical/surgical benefits.  
 
The result of these changes is that Medicaid beneficiaries enrolled in benchmark plans in 2014 could have 
access to far greater MH/SU benefits than currently offered by most benchmark plans. In fact, since the parity 
law does not apply to standard fee-for-service Medicaid, benchmark benefits in some cases could be a more 
desirable option than standard Medicaid for individuals with disabilities or MH/SU conditions. However, 
exactly how these changes will affect Medicaid coverage is difficult to determine at this time. Forthcoming 
rulemaking from the Department of Health and Human Services will provide definitions and guidance on the 
required minimum essential benefits and the application of parity to benchmark coverage. These rules will 
impact the quality of benchmark coverage for enrollees with mental health or addictions disorders. 
 

                                                           
2 Certain other groups are also exempt from benchmark coverage. View the full list in Sec. 1937(a)(2)(B) of the Social Security Act. 
3 “Medicaid Program; State Flexibility for Medicaid Benefit Packages,” Federal Register, Vol. 75, No. 83, Apr. 30 2010. p. 23096. 
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As states prepare for the changes ahead, they will have to assess their current eligibility pathways to 
determine optimal strategies for enrollment in and administration of their Medicaid programs. States will also 
have to evaluate their existing processes or create new processes for determining individuals’ status as having 
a disabling mental disorder or functional impairment. To simplify the enrollment process and ensure the best 
coverage for individuals with MH/SU disorders, the National Council encourages states to provide the same 
benefits package for individuals across all eligibility pathways. 
 
Additional Resources on Medicaid Expansion from the National Council 
 

• Frequently Asked Questions: Health Reform and Medicaid 
• Health Reform and the Insurance Expansion: Does Your State Have an Enrollment Strategy? 
• Medicaid Expansion Section of MentalHealthcareReform.org, the National Council’s health reform blog 

 
 
For more information, please contact Chuck Ingoglia, Vice President, Public Policy, National Council for 
Community Behavioral Healthcare, at ChuckI@thenationalcouncil.org or 202.684.7457 ext. 249. 
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