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Dual Eligible Beneficiaries
Linda Huff Redman, PhD

Dual eligibles are individuals eligible for or enrolled in the 
federal Medicare program as well as the state Medicaid  
program (called either the AHCCCS or ALTCS programs in  
Arizona). The dual eligible population is typically comprised 
of elderly and/or disabled individuals. They tend to be 
among the poorest, sickest and most costly beneficiaries in 
these two programs.1 Dual eligible individuals account for 16 
percent of all Medicare beneficiaries but 25 percent of  
Medicare expenditures. They account for 18 percent of all 
Medicaid beneficiaries but 46 percent of all Medicaid expen-
ditures.2 Unfortunately, the current dual system of care for this 
vulnerable population frequently results in poorly coordinated 
care for those with complex medical conditions, consumer 
confusion in navigating these systems of care and provider 
cost shifting between the programs.

The Patient Protection and Affordable Care Act (Act) lends  
support to ongoing efforts to improve healthcare policy relative 

to the dual eligible population. In particular, the Act includes a number of provisions that are directed at studying, planning and 

developing recommendations for more substantive national program changes in the future. Only a limited number of the Act’s 

provisions directly impact how care is to be delivered to dual eligible individuals. These include the opportunity for individual 

state Medicaid programs to implement special Medicaid waiver demonstration programs3 directed at caring for dual eligibles, the 

extension of Medicare Special Needs Plans (SNPs) until 2014 and the elimination of cost sharing for Medicare Part D drugs. 

In Arizona, the dual eligible population makes up over 50 percent of the membership in the Arizona Long Term Care System (ALTCS) 

program.4 Arizona has tried to align the delivery of care for its dually eligible members by requiring its ALTCS health plans to either 

become a SNP or establish a relationship with a Medicare Advantage plan. Despite these efforts, providing an integrated and  

well-coordinated system of care to dual eligibles continues to be an ongoing challenge in Arizona.

Unfortunately, the Act’s provisions overall will have only a minimal impact on how Arizona delivers care to dual eligibles. The one 

exception is if Arizona is able to draw upon this renewed federal commitment to improve the systems of care for dual eligibles 

and obtain federal approval to implement a more fully integrated care model for dual eligibles through modifications to its current 

Medicaid 1115 demonstration project waiver.5 

Key Reform Changes

•	 Promotes integration of care delivery to dual eligible  

beneficiaries by:

•	R equiring federal government to take steps to improve 

coordination between Medicare and Medicaid.

•	A uthorizing five-year state demonstration projects related 

to provision of care to dual eligible beneficiaries.

•	E xtends authorization of Medicare Special Needs Plans; 

requiring these plans to be NCQA-approved.

•	E liminates cost sharing for Part D drugs for at-risk dual  

eligible beneficiaries who are receiving Medicaid home 

and community-based services.

Read Full Context and Overview at: www.slhi.org/healthcarereform
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Improved Coordination for Dual Eligible Beneficiaries

With regard to the dual eligible population, the Act’s primary focus is the exploration of strategies for moving national healthcare 
policy toward a service delivery system that will:

•	 Promote well coordinated care

•	 Streamline the administration requirements associated with management of these dual systems of care

Responsibility for this effort is assigned to the federal Department of Health and Human Services (HHS). Specific requirements of 
the law include the following:

•	 Immediate establishment of the Federal Coordinated Health Care Office within the Centers for Medicare and Medicaid  
Services (CMS). The purpose of this Office will be to integrate benefits under the Medicare and Medicaid programs and  
improve the coordination between the federal government and states for dual eligibles. Along with specifically prescribed 
goals and areas of responsibilities that address quality and access, coordination of care, simplification of processes and  
elimination of cost shifting, CMS is required to submit an annual report to Congress containing recommendations for  
legislation that would improve care coordination and benefits for dual eligible beneficiaries.

•	 Need for consultation and coordination on the impact of Medicaid and Medicare program policies on dual eligibles between 
the recently established Medicaid and CHIP Payment and Access Commission (MACPAC) and the longer standing and highly 
influential Medicare Payment Advisory Commission (MEDPAC). In carrying out their duties, MACPAC is required to regularly 
solicit input from the states as well as coordinate and consult with the Federal Coordinated Health Care Office.

•	 Testing of payment and service delivery models for the Centers for Medicare and Medicaid Innovation that is to be established 
within CMS by January 2011. Potential models this new Center may test include state-operated models that provide fully  
integrated care to dual eligible individuals or include an all-payer payment system for medical care provided to state  
residents, including dual eligibles.

•	 Completion of two studies by the HHS Inspector General: one on the availability in Medicare Part D formularies of drugs 
commonly used by dual eligibles, and the second on the prices of drugs under Medicare Part D compared to the Medicaid 
program, including the impact price discrepancies have on dual eligibles.

At the state level, the Act provides the opportunity for individual states to apply for five-year Medicaid waiver demonstration 
program for dual eligible members, including programs (such as AHCCCS) that also serve non-dual eligibles. Through these  
demonstration programs, which are included as part of the current federal waiver processes (1115, 1915(b), 1915(c)), states would 
be able to obtain waivers from certain Medicaid requirements. 

Arizona’s Medicaid program, which currently operates under 1115 demonstration project waiver, includes both dual and non-dual 
eligibles. However, at this time Arizona does not have any specific waivers that are aimed at specifically addressing issues of care 
coordination for dual eligibles. Within the constraints of the current Medicaid and Medicare program frameworks, Arizona has laid 
a foundation for enhancing coordination for dual eligibles through the use of SNPs. (See following page.)

Despite these efforts, Arizona continues to face many of the same service delivery issues identified by national experts6 – 
consumer confusion in navigating multiple systems, inability to manage all of individuals’ care needs, lack of financial incentives 
to manage care effectively, inability to mandate enrollment for dual eligibles in the SNP, and misalignment of administrative,  
operational and regulatory processes. Given that the Act suggests a willingness by the federal government to look at new models  
for improving delivery of care to dual eligibles, this current environment may afford Arizona the opportunity to obtain certain 
waivers from CMS in order to further integrate the delivery of care to dual eligibles under a single entity (e.g., sharing in Medicare  
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savings attributable to integration, minimizing duplicative reporting requirements for the health plans, allowing mandatory  
enrollment in the same plans (ALTCS health plan and the companion SNP).7 

p Key Takeaways:

•	 Arizona should identify strategies for improving the delivery of high-quality, well-coordinated care to dually eligible members 
enrolled in AHCCCS/ALTCS and, as part of the waiver demonstration renewal process, seek the approval needed from CMS to 
implement these strategies.

•	 Arizona should take an active leadership role in the national efforts to develop solutions for managing the care of the dual  
eligibles by providing input to the MEDPAC and working with those MEDPAC commission members who have working knowledge  
of Arizona and its unique Medicaid program.

Extension of Special Needs Plans

Medicare Advantage Special Needs Plans (SNPs) are healthcare plans that have contracted with CMS and are focused on deliv-
ering Medicare benefits to the most vulnerable individuals, including dual eligibles, institutionalized individuals or individuals 
with severe or disabling chronic conditions. Under the health reform law, SNPs were authorized for another three years (until 
2014), requiring any SNP serving dual eligibles to have by 2013 a fully-capitated contract with the state Medicaid agency to 
provide all Medicaid services, including long-term care. As part of the SNP extension, the Act also made two additional changes 
to the current operation of SNPs that include the following:

•	 Beginning 2011, the law allows CMS to pay frailty adjusters (increased payments based on health status) to SNPs for those 
dual eligible members if the SNPs have a fully-capitated contract with the state. However, recently CMS announced that it will 
not make this adjustment in 2011 due to lack of sufficient data to accurately determine frailty level. CMS expects to have a 
larger sample size to calculate these frailty levels for contract year 2012.8 

•	 Beginning 2012, the law requires SNPs to be approved by the National Committee for Quality Assurance (NCQA) based on 
standards established by the Secretary of HHS. Since 2008, NCQA has been contracted with CMS to develop a strategy to 
evaluate the quality of care provided by SNPs. This phased assessment process utilizes defined Healthcare Effectiveness Data 
and Information Set (HEDIS) measures9 as well as measures that evaluate structure and process requirements. All contracted 
SNPs are required to currently report annually their performance on the prescribed measures. 

The overall extension of SNPs is positive for Arizona, which has successfully used SNPs as a mechanism for bridging the 
two separate systems of care for dual eligibles for the past four years in the ALTCS program. As part of its contract, AHCCCS 
requires the ALTCS health plans to either 1) become a Medicare Advantage SNP or 2) develop a formal relationship with 
Medicare Advantage Plans or Medicare Advantage SNP. Currently, five of the nine ALTCS plans offer a SNP option to their 
members.10 Approximately 40 to 50 percent of the dual eligibles in ALTCS/AHCCCS are enrolled in a Medicaid plan and SNP 
that are managed by the same health plan.

The two additional SNP provisions (frailty adjusters and NCQA approval) have the potential to positively impact the quality of care 
delivered to dual eligibles in Arizona. However, depending on how they are implemented, they also have the potential to impact 
the continual viability of SNP plans for dual eligibles in Arizona. Since the national trend is to ratchet down the payment to Medi-
care Advantage plans, the frailty adjuster is critical to ALTCS health plans that financially struggle under the current Medicare 
payment schedule to cover the costs associated with providing care to this more expensive Medicare population. Additionally, 
concern has been raised by some of the current SNP plans in Arizona over requirements to meet NCQA approval standards (e.g., 
will there be additional administrative requirements, and will the standards target caring for dual eligibles as opposed to caring 
for Medicare Advantage beneficiaries in general?). 



SLHI  |  Impact Arizona Healthcare REform hits Arizona	D ual Eligible Beneficiaries  |  86

p Key Takeaways:

•	 Arizona should continue to monitor the implementation of changes to SNPs, making sure the proposed solutions will  
appropriately support Arizona’s service delivery system and the future viability of SNPs for dual eligibles in Arizona.

•	 Arizona should work in partnership with its current ALTCS health plans to make sure they are prepared to become NCQA-
approved SNP plans in 2012.

Elimination of Medicare Part D Co-Payments for Certain Dual Eligible Benefi-
ciaries

For the dual eligibles, Medicare pays for most of the prescription drugs that they need under the Medicare Part D program. 
Under healthcare reform, beginning in January 2012, dual eligibles that are at risk of institutionalization (i.e., receiving home 
and community-based services) will no longer be required to pay co-payments for drugs covered under Medicare. Previously 
this exemption only applied to low-income individuals who were residing in an institution, with all other dual eligibles being 
required to pay the following co-payments depending on income:

•	 For those with income at or below 100 percent of the Federal Poverty Level (FPL), the co-payment was $1.10 for generic and 
$3.20 for brand name drugs.

•	 For those with income above 100 percent FPL, the co-payment was $2.40 for generics and $6.00 for brand names.

While this change will expand the pool of dual eligibles who will be able to avoid out-of-pocket costs for Medicare drugs, those 
who are not at risk of institutionalization will continue to be required to pay for their Medicare Part D co-payments.

In Arizona, the majority of dual eligibles who are at risk of institutionalization (i.e. ALTCS) reside in home and community-based 
settings. Prior to the recession, ALTCS health plans paid the small co-payment for all Part D prescriptions. However, begin-
ning in early 2009, these dual eligibles became responsible for making these payments for Medicare drugs (there is no co-pay  
requirement for any of the limited drugs a dual eligible may receive through Medicaid). In addition to benefiting these low-income 
members, this provision will also simplify the requirements for dual eligibles by eliminating the differences in prescription co-pay 
requirements between the Medicaid and Medicare programs. Unfortunately, those dual eligibles enrolled in AHCCCS health plans 
(those not at risk of institutionalization) will need to continue to pay for their Medicare drug co-payments. 

p Key Takeaways:

•	 In 2012, ALTCS dual eligibles residing in a home or community-based setting will no longer need to pay co-payments for  
Medicare covered drugs. 
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