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The Honorable Tom Price, M.D.
U.S. House of Representatives
Washington, DC 205135

Dear Dr. Price;

Thank you for your letter regarding the potential impact of our regulation, CMS-6036-F,
“Establishing Additional Medicare Durable Medical Equipment, Prosthetics, Orthotics,
and Supplies (DMEPOS) Supplier Enrollment Safeguards” on existing consignment
closet arrangements. The Centers for Medicare & Medicaid Services greatly appreciates
your bringing these concerns to our atlention.

Consignment closet arrangements involve a physician, or other provider, giving patients
supplies at the physician’s or provider’s location without requiring ownership of the
supplies. These arrangements have not been affected by the new regulation, and are not
expressly prohibited, provided such arrangements comply with the DMEPOS supplier
standards, as well as applicable Medicare laws, rules, and regulations. We will provide
clarifying guidance through the Web site of our DMEPOS enrollment contractor, the
National Supplier Clearinghouse. This guidance will confirm that nothing in the
aforementioned regulation prevents DMEPOS suppliers from entering into consignment
closet arrangements that comply with applicable Medicare laws, rules, and regulations.

I appreciate your interest in these important issues as we work towards our mutual goal of
strengthening the Medicare program. Should you have questions or wish to discuss our
policy, please do not hesitate to contact me. Should members of your staff have
questions, they may contact our Office of Legislation.

Sincerely,

Donald M. Berwick, M.D.
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Dear Dr. Betwick: MANAGEMENT

As an orthopaedic surgeon with over two decades of practice experience, I have a personal and
strong interest in government policies impacting patient access to care, Consequently, [ am
writing you in an effort to obtain written clarity about a sweeping new regulation impacting
home medical equipment suppliers, physicians, and the patients they serve.

On August 27, 2010, CMS published in the Federal Register a final rule establishing additional
standards that suppliers of durable medical equipment, prosthetics, orthotics, and supplies
(DMEPOS) must meet in order to receive reimbursement from the Medicare program. Many of
the standards are new and substantive in nature, and it has come to my attention that there has
been significant confusion by many physicians about the impact of these changes on so-called
“consignment closets,”

For example, there is a question as to whether the new rule prohibits a DMEPOS supplier from
sharing a practice location with another Medicare supplier. Thave been encouraged in recent
weeks by discussions between CMS officials and Congtessional staff that these new regulations
would not impact so-called consignment closets. However, the language contained within the
rule is at best unclear, and unless clarified in writing could lead some physicians and suppliers to
suspend their current practice of utilizing these closets. During my days in practice, the use of
consignment closets were most beneficial to my patients. If these become prohibitive, either by
cost or regulatory nuisance, many Medicare patients will not be able to receive the vital care
necessary in the most cost effective, efficient, and safe manner. Requiring patients to take a
doctor's prescription for a particular device, leave the office without the medically necessary
product, and seek a vendor, exposes patients to unreasonable burden and increased risk,
Essentially, we would have a sitvation where Medicare patients are receiving a significantly
lower and more burdensome level of care from patients receiving care through a private insurer.

We should not unnecessarily create obstacles to timely beneficiary access to medically necessary
products. A rule that is generating this level of inquiry, and that leaves so many questions
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unanswered, demands that CMS provide written clarification and direction for physicians,

patients and suppliers. Thank you for your prompt consideration and 1 look forward to your
clarifying response,

Yours trul

Tom Price, M.D,
Member of Congress
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Washington, DC 20201

The Honorable Tom Price, M.D.
. U.S. House of Representatives
Washington, DC 20515

Dear Representative Price:

Thank you for your letter regarding a December 11, 2015 National Supplier Clearinghouse
(NSC) announcement pertaining to Medicare policy on consignment closets. You expressed
concern that the announcement, which was issued to clarify the Centers for Medicare &
Medicaid Services’ (CMS) policy on consignment closet arrangements, barred common
arrangements through which orthotics specialists help physicians and hospitals furnish the most
appropriate braces and other orthotics to their Medicare patients, and that this would impede
patient access to medically necessary items.

After receiving many questions and comments from the supplier community regarding the
clarification, on January 26, 2016, CMS instructed the NSC to remove the clarification from its
website. The NSC did so on January 29, 2016, and the policy is no longer in effect. No claim
payments should be impacted as a result of the policy clarification and subsequent removal. CMS
is reevaluating this matter and will issue further guidance as needed.

Thank you again for taking the time to write me on this important issue. I look forward to
working with you as we continue safeguarding Medicare beneficiaries® access to high-quality
durable medical equipment, orthotics, prosthetics, and supplies (DMEPOS), while also
combatting and reducing fraud, waste, and abuse associated with DMEPOS.

Sincerely,

Gl e—

Andrew M. Slavitt
Acting Administrator
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February 8™, 2016

Mr. Andy Slavitt

Acting Administrator

Centers for Medicare & Medicaid Services
Department of Health and Human Services
7500 Sccurity Boulevard

Baltimore, MDD 21244

Dear Mr. Slavitt:

[ am writing in response to a December 11, 2015 National Supplier Clearinghouse (NSC)
announcement pertaining to Medicarc policy on “consignment closets.” This policy change is
another example of CMS’ failure to recognize the reality faced by patients and their physicians
and thereby disrupt patient care.

Consignment closet arrangements have long been used by physician offices and hospitals in
outpaticnt scttings as a convenicnt way to ensure that their patients can expeditiously receive
needed durable medical equipment, orthotics, prosthetics and supplies (DMEPOS) without the
physician or hospital having (o enroll as Medicare supplicrs. For instance, a patient who seeks
treatment from a physician for a foot fracture can receive the appropriate walking boot on the
spot from an orthotics specialist working on behalf of an aceredited orthotics supplier, without
the injurcd beneficiary needing to travel to find a Medicare-participating supplier and without the
physician having to go through the rigorous and expensive process of becoming a Mcdicare
DMEPOS supplict.

According to the new NSC announcement, CMS has rccently released clarification of the rules
for the use of consignment closets. Although no new CMS policy is actually cited and we are
unable to identify any such recent release, the NSC states that in order for a DMEPOS supplier to
bill for items furnished through a consignment closet arrangement, “the DMEPOS supplier
cannot be present or perform any functions at the medical provider/supplier facility.” This
sighificant change bars common arrangements through which otthotics specialists help
physicians and hospitals furnish the most appropriate braces and other orthotics to their Medicarc
patients. If this policy stands, it will impecde paticnt access to medically necessaty items.
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It is very alarming that this CMS/NSC policy appears to have been issucd without any public
notice or comment opportunity, despite the significant impact this policy would have on
suppliers and providers. It also appears to be effective immediatcly, which creates immediate
aceess issues for paticnts and disrupts physician practices.

Given the fact that there has been no appropriate notice to the medical community about
potential changes to the consignment closet policy, I insist that CMS instruct the NSC to retract
its new guidance. Instead, any changes by CMS to consignment closet policy should always be
made through the regular notice and comment rulemaking process.

This new policy change will continue (o put patients at risk with each passing day. Tlook
forward to your prompt response with a resolution for this critically imporiant issue.

Tom Price, M.D.
Member of Congress
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Washington, DC 20201

The Honorable Tom Price, M.D.
U.S. House of Representatives
Washington, DC 20515

Dear Representative Price:

Thank you for your letter regarding the proposed Local Coverage Determination (LCD) on
Biomarkers in Cardiovascular Risk Assessment (DL.36358) that is currently under review by
multiple Medicare Administrative Contractors (MACs). The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates you bringing your concerns to our attention.

As you may be aware, CMS does not develop or implement LCDs. Rather, the MACs are
authorized to develop LCDs in the absence of national policy or as long as those LCDs do not
conflict with a national policy. MACs publish LCDs to provide guidance within their
jurisdictions to assist providers in submitting proper claims for payment.

We do require, however, when developing L.CDs, that the MACs follow the LCD development
process established by CMS, including opportunities for public comment and input from the
local medical community, as described in Chapter 13 of the CMS Medicare Program Integrity
Manual, which is available at: _
htip://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/pim&3c13.pdf.

As part of that process, the MACs consider all comments received on a proposed LCD prior to
developing and posting a final LCD. We have confirmed that your comments were received by
the MACs involved in the development of this proposed policy for their consideration.

Thank you again for sharing your concems and for your commitment to assuring access to
innovative and value-based approaches to care for the Medicare population.

Sincerely,

Andrew M. Slavitt
Acting Administrator
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The Honorable Tom Price, M.D.
U.S. House of Representatives
Washington, DC 20515

Dear Representative Price:

Thank you for your letter expressing concern with the National Correct Coding Initiative edits
(NCCI) that result in denial of payment for Current Procedure Terminology (CPT) code 29823,
arthroscopic shoulder debridement, extensive, when furnished in conjunction with several other
arthroscopic shoulder procedures, such as CPT code 29827 arthroscopic rotator cuff repair or
CPT code 29824, arthroscopic distal claviculectomy including distal articular surface. The
Centers for Medicare & Medicaid Services (CMS) appreciates your interest on this issue.

Since you wrote, CMS officials, including medical officers, met again with representatives of
American Academy of Orthopaedic Surgeons (AAOS) to discuss these edits. Following that
meeting we informed the AAOS that we would be deleting the NCCI procedure-to-procedure
edits for the code pairs 29824/29823, 29827/29823 and 29828/29823. These deletions will be
effective in the July 1, 2016 version of NCCI. We have informed the AAOS of this decision.

I appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries and assuring access to cancer care for
our citizens. I will also provide this response to Senator John Barrasso.

Sincerely,
Andrew M. Slavitt
Acting Administrator
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The Honorable John Barrasso, M.D.
United States Senate
Washington, DC 20510

Dear Senator Barrasso:

Thank you for your letter expressing concern with the National Correct Coding Initiative edits
(NCCI) that result in denial of payment for Current Procedure Terminology (CPT) code 29823,
arthroscopic shoulder debridement, extensive, when furnished in conjunction with several other
arthroscopic shoulder procedures, such as CPT code 29827, arthroscopic rotator cuff repair or
CPT code 29824, arthroscopic distal claviculectomy including distal articular surface. The
Centers for Medicare & Medicaid Services (CMS) appreciates your interest on this issue.

Since you wrote, CMS officials, including medical officers, met again with representatives of
American Academy of Orthopaedic Surgeons (AAOS) to discuss these edits. Following that
meeting we informed the AAOS that we would be deleting the NCCI procedure-to-procedure
edits for the code pairs 29824/29823, 29827/29823 and 29828/29823. These deletions will be
effective in the July 1, 2016 version of NCCI. We have informed the AAOS of this decision.

I appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries and assuring access to cancer care for
our citizens. [ will also provide this response to Representative Tom Price.

Sincerely,

.l de—

Andrew M. Slavitt
Acting Administrator
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The Honorable Tom Price
U.S. House of Representatives
Washington, DC 20515

Dear Representative Price:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics. and supplies (DMEPQS) competitive bidding program. We are pleased that this new
program has alrcady been effective in reducing beneficiary out-of-pocket costs. providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move
forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices.
| can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona tide bid and those that fail are
excluded. In both Round One and Round Two of the program. suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Oftice of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule. we would
expect to see much lower payment amounts under the competitive bidding program.



Page 2 — The Honorable Tom Price

The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 3 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPQOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered.
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

e www.dmecompetitivebid.com (for bidders and contract suppliers)
www.cms. pov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
»  www.medicare.pov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, ] have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your lctter regarding the DMEPQS competitive bidding program. |
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. I will also provide this response to the

co-signers of your letter.
Si“cm'ym

Marilyn nner
Acting Administrator

Enclosures
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Bidding Suppliers
Financial Measures

The competitive bidding law and regulations specify that the Centers for Medicare & Medicaid
Services {CMS} may not award a competitive bidding program contract to a supplier unless that
supplier meets applicabie financial standards. Applying financial standards to suppliers is needed

to assess the expected quality of suppllers, estimate the total potential capacity of sefected

suppllers, and ensure that selected suppliers are able to continue to serve market demand for
the duration of their contracts.

The Request for Bids (RFB} Instructions specifies the financial information used to evaluate
suppliers’ financial health. CMS uses the required tax and financial documents to calculate
standard accounting ratios for each bidder.

The following financial ratios wiil be used for the DMEPOS Competitive Bidding Program Round 2
and national mail-order competitions:

» Return on Sales = Net Income {Loss)/Annual Net Sales

» Current Ratlo = Current Assets/Current Liabilities

s Sales to II'IIVQI'ItOI'V = Annual Net Sales/Inventory

« Collection Perlod = (Accounts Receivable/Annual Net Sales) x 360
s Working Capital = Current Assets — Current Liabilities

+ Accounts Payable to Sales = Accounts Payable/Annual Net Sales
» Debt to Equity = Total Liabilities/Net Worth

» Current Liabilitles to Net Worth = Current Liabilities/Net Worth

* Quality of Earnings = Cash Flow from Operations/(Net Income + Depreciation +
Amortization)

* Operating Cash Flow to Salas = Cash Flow from Operations/(Revenue - Adjustment to
Revenue}

These ratios and the credit report and score are used to determine bidder compiiance with
financial standards.

(You will need Adobe Acrobat Reader to view or print items on this page.)

last updated on 11/30/2011

http:f’fwww.dmecompetitivebid.com.fpalmetloz’cbicrdZ.nsffDocsCat/Round%202~Bidding. . 054022013



Facts about lhe Durable Medical Equipment, Prosthetics, Ortholics, end Supplies
(DMEPOS) Competitive Bidding Pragram - Round 2 and National Mail Order Gompetitions

The Medicare DMEPOS Compatitive Bidding Program bid evaluation process is designed to result in a sufficient
number of contract suppliers to ensure that beneficiaries throughout the competitive bidding area {CBA) have
ready access to quality products and services at reasonable prices during the entire contract peried. This fact
sheet describes how the Centers for Madicare & Medicaid Services (CMS) conducts its review of supplier
capacity and expansion plans during the bid evaluation process.

Suppliers that bid in the DMEPQOS Competitive Bidding Program must pravide in Form B in DBidS (the online
bidding system) their estimated capacity for aach item being bid. To dstsrmine estimated capacity, each suppliar:

1 Calculates the number of units per Healthcare Common Procedure Coding System (HCPCS) code or
payment class that It currently provides on a yearly basis in the CBA, and

2 Adds any additional units it Is capable of providing throughout the entire CBA annually, beginning with the
first year of the contract period.

CMS expects suppliers to be capable of sustaining this level of capacity throughout the entire contract period.
Suppliars must be prepared to do so beginning on day one of the contract pariod. Suppliers that are naw to a
CBA, new to a product categary, or otherwise plan to expand their capacity beyond their current lavels must
submit en expansion plan in Form B in DBidS. Ali bidders must also submit the required hardcopy financial
documents specified in the Request for Bids (RFB).

The astimated capacity and financial documents are considered by CMS as part of the bid evaluation process.
CMS begins tha bid evaluation process by verifying bidder sligibility. All bids are checkad for compiiance with
enroliment standards, licensure requirements, financial standards, quality standards, accreditation requirements,
and other program requiraments. Please note that CMS evaluates compliance with financial standards by first
caiculating standard accounting raties for each bidder using tha financial statements and tax extract submitted
during bidding. An aggregate or total score is determinad using the financlal ratios and the cradit score. The
supplier's total financial score is then evaluated against a threshold score to determine if the supplier meets the

minimum requiremants to continue in the evaluation. Oniy suppliers that submit qualified bids are eligible for
contracts,

An important step in the bid evaluation process is determining projected beneficiary demand. in the bid
evaluation process, the sum of the projected capacity of eligibla suppliers is compared to the projectad demand.
The DMEPOS Competitive Bidding Program demand calculation methodology takes into account not only the
actual historic beneficiary utilization, but also considers expected changes in the number of beneficiaries enrolled
and the expected growth in benefidary services. CMS compared the projected demand calculated for the initial
Round 1 to actual 2008 utilization and found that this methodology produced demand estimates well in excess
of the actual utitization. This method of projecting demand helps to ensura further that a sufficient number of
quailfied contract suppliers Is available to meet actual demand for items and services.

Afier calculating the projected demand, CMS sums the cumulative capacity of qualified suppliers bidding for a
product catagory for a CBA and determines how many of these suppiiers are needed to meet baneficiary demand
throughout the contract period. CMS evaluates and adjusts supplier capacity as follows:

continued pg. 2

@Pﬂmm GBA. CATS,
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cantinuad from pg. 1

For Round 2, if a supplier submits an estimated capacity that is greater than 20 percent of projecled
beneficiary demand in the CBA, CMS will lower that supplier's capacity to 20 percent of beneficlary
demand. This lowering of a supplier’s projected capacity does not limit the number of items a supplier
could fumish if awarded a contract. This adjustment does not apply to the national mail-crder competition.

To evaluate the capacity of a supplier that plans to expand its capacity (i.e., total astimated capacity
exceeds historic caims in the CBA or product category), CMS looks at the expansion plan as well as the
hardcopy financial documents to determine the ability of that supplier to fumish its estimated capacity.
CMS compares each qualified bidder's tolal financial score (this is the same score used to determine
whether a bidder masts the minimum financial requirements to participate in the program) to an expansion
threshold scare. If a supplier is new to an area, new to a product category, or submits estimated capacity
that represents substantial growth over current levels, CMS may conduct a maore detailed svaluation of
that supplier’s axpansion plan to verify the supplier’s ability to provide items and services in the CBA on
day one of the contract period. If a bidder's financlal health and expansion plan do not support the
aupplier's estimated capacity, CMS will adjusi the capacity to the supplier's historc lavel. Adiustments to
the supplier's estimated capacity have no effact on whethar or not a supplier is awarded a contracl.

Capacity and Expanaion Plan DMEPQS Competitive Bidding Program Novamber 2011 2
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Bidding Suppliers
Financial Measures

The competitive bidding law and regulatlons specify that the Centers for Medicare & Medicaid
Services (CMS) may not award a competitive bidding program contract to a supplier unless that
supplier meets applicable financial standards. Applying financial standards to suppliers is needed
to assess the expected quality of suppllers, estimate the total potential capacity of selected

suppllers, and ensure that selected suppliers are able to continue to serve market demand for
the duration of thelr contracts.

The Request for Bids (RFB) Instructions specifies the financial information used to evaluate
suppliers’ financial health. CMS uses the required tax and financial documents to calculate
standard accounting ratios for each bidder.

The following financial ratios will be used for the DMEPOS Competitive Bidding Program Round 2
and national mail-order competitions:

¢ Return on Sales = Net Income (Loss)/Annual Net Sales

* Current Ratlo = Current Assets/Current Liabilities

» Sales to Il';ventory = Annual Net Sales/Inventory

+ Collectlon Perlod = (Accounts Receivable/Annual Net Sales) x 360
s Working Capital = Current Assets ~ Current Liabilities

s Accounts Payable to Sales = Accounts Payabie/Annual Net Sales
» Dabt to Equlty = Total Liabilities/Net Worth

¢ Current Llabilitles to Net Worth = Current Liabilities/Net Worth

¢+ Quality of Earnings = Cash Flow from Operations/(Net Income + Depreciation +
Amortization)

:2 Operating Cash Flow to Sales = Cash Flow from Operations/(Revenue - Adjustment to
evenue)

These ratios and the credit report and score are used to determine bidder compliance with
financial standards.

(You will need Adobe Acrobat Reader to view or print items on this page.)

last updated on 11/30/2011

http:ﬁwww.dmecompetitivebid.comfpalmettofcbicrcl2.nsffDocsCaURound%202~Bidding. . 05/02/2013
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The Honorable Glenn Thompson
U.S. House of Representatives
Washington, DC 20515

Dear Representative Thompson:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion tor Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed statf and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
1 can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carmed out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At ¢ach and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

* www.dmecompetitivebid.com (for bidders and contract suppliers)
o www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
o www.medicare.gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. I
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficianries. [ will also provide this response to the
co-signers of your letter.

Sincerely,

Marilyn Tavenner
Acting Administrator

Enclosures
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The IHonorable Paul Ryan
U.S. House of Representatives
Washington, DC 20515

Dear Representative Ryan:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Aciuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
bencficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
bricfed staff and members of various Congressional committees, CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

torward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices.
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards. Medicare supplicr standards, and state licensing
requiremnents. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPQOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneticiaries so that the expertise and advice of
stakeholders 1s included 1n the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

e www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
» www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. I will also provide this response to the
co-signers of your letter.

Sincerely,
L‘(\K_/ ‘

Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Michael Fitzpatrick
U.S. House of Representatives
Washington, DC 20515

Dear Representative Fitzpatrick:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers. reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts arc based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards. Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Govermment Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS tee schedule, we would
expect to sec much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in rescarching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicarc program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and cvery phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPQS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
stngle payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have madc available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

« www.dmecompetitivebid.com (for bidders and contract suppliers}
e www.cms. gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
¢  www.medicare gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integnity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficianies. [ will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner

Acting Administrator

Enclosures
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The Honorable Todd Rokita
U.S. House of Representatives
Washington, DC 20515

Dear Represemative Rokita:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies {DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs. providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successtully implemented Round One of the program on January 1. 201 1. in nine
metropolitan areas after making a number of improvements. including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
brieted staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July | of this year to implement the program in 91 additional areas. as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards. financial standards, Medicare supplier standards. and state licensing
requirements. Each bid is screened to ensure that it 1s a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepled contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Otfice of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and desigming the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPQS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

«  www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
o  www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, [ have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. |
appreciate your interest in this important issue as we work towards our mutual goal of

strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Bruce Braley
U.S. House of Representatives
Washington, DC 20515

Dear Representative Braley:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleascd that this new
program has alrcady been effective in reducing beneficiary out-of-pocket costs. providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1. 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion tor Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional arcas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts, These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs. ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficianes, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehenstve websites:

o www.dmecompetitivebid.com (for bidders and contract suppliers)

e  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
e www.medicare.gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how arca demand and supplicr capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important 1ssue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. 1 will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Tim Ryan
U.S. House of Representatives
Washington, DC 205135

Dear Representative Ryan:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services {CMS) greatly appreciates your bringing your concemns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficianes about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and 1s scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
[ can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicarc program experts within CMS, contracts with health cconomists, and consultation from
experts in design theory. At each and cvery phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-frec
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

»  www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
+  www.medicare.gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity arc determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter,

Sincerely,

Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Michael Coffman
U.S. House of Representatives
Washington, DC 20515

Dear Representative Coffman:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

e www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
¢ www.medicare.gov (for beneficiaries)

Regarding your specific requests, [ have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, [ have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. [
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. I will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Michael G. Grimm
U.S. House of Representatives
Washington, DC 20515

Dear Representative Grimm:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleascd that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers. reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan arcas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in cach of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July | of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
[ can assure you that CMS’s policy and process resuits in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards. financial standards, Medicare supplier standards. and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, supplicrs overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fec schedule. we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the rescarch, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakehoiders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made avatlable to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

o www.dmecompetitivebid.com (for bidders and contract suppliers})
¢  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract supplicrs and referral agents)
»  www.medicare.gov (for beneficiaries)

Regarding your specific requests, 1 have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficianies. I will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner
Acting Administrator
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The Honorable David P. Roe
U.S. House of Representatives

Washington, DC 20515

Dear Representative Roe:

Thank you for your letter regarding the Medicare durable medical equipment. prosthetics,

orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs. providing

significant savings 10 Medicare and tax payers, reducing over-utilization and fraud, and ensuring

beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from

Congress, and after working closecly with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for

beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or

negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law

requires.
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would

I can assure you that CMS’s policy and process results in appropriate payment amounts. These

expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work pertormed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the rescarch, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Spectfic program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

e www.dmecompetitivebid.com (for bidders and contract suppliers}
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
»  www.medicare gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. !
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.,

Sincerely,

H\na

Marilyn Tavenner
Acting Administrator
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The Honorable David Joyce
U.S. House of Representatives

Washington, DC 20515

Dear Representative Joyce:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,

orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing

significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring

beneficiary access to high quality items and services. The Centers for Medicare & Medicaid

Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the

program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for

beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or

negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition. CMS has received only a handful of complaints from beneficiaries about

the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law

requires.

payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards. and state licensing

requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given

recent reports by the Government Accountability Office and the Office of Inspector General

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would

I can assure you that CMS’s policy and process results in appropriate payment amounts. These

expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicarc program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, supplicrs, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staft over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
singlc payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rc¢jected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficianes and referral
agents, and the following three comprehensive websites:

¢ www.dmecompetitivebid.com (for bidders and contract suppliers)
o www.cms.gov/IDMEPQSCompetitiveBid/ (for non-contract suppliers and referral agents)
» www.medicare.gov (for beneficiaries)

Regarding your specific requests, | have enclosed information from our public website detailing
the required tax and financtal documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact shect which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. [
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. 1 will also provide this response to the
co-signers of your letter.

Sincerely,

Marnlyn Tavenner
Acting Administrator

Enclosures
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The Honorable Marsha Blackburn
U.S. House of Representatives
Washington, DC 20515

Dear Representative Blackburn:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and momtoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders 1s included 1n the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

« www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
s www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, | have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. |
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. I will also provide this response to the
co-signers of your letter.

Sincerely,

Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Bill Posey
U.S. House of Representatives
Washington, DC 20515

Dear Representative Posey:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no distuption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional arcas, as the law
Tequires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards. and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the cxcessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program tor DMEPOS has been carried out over the past 30 years by
Medicarc program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiarics and referral
agents, and the following three comprehensive websites:

e www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
e  www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, [ have provided a public fact shect which
explains how area demand and supplier capacity are detcrmined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. 1
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner

Acting Administrator

Enclosures
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The Honorable Mike Rogers
U.S. House of Representatives
Washington, DC 20515

Dear Representative Rogers:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPQOS) competitive bidding program. We are pleased that this new
program has already been etfective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our atiention.

The CMS successtully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences tor beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from bencficianes about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July | of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manutacturers and suppliers are not in favor of lower Medicare prices.
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Officc of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule. we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health ¢conomists, and consultation from
experts in design theory. At each and cvery phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
heanngs related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

+  www.dmecompetitivebid.com (for bidders and contract suppliers)
o  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
e www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. [n addition, [ have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. [
appreciate your interest in this important 1ssue as we work towards our mutual goal of

strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.

Sincerely,

Marilyn Tavenner
Acting Administrator

Enclosures
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The Honorable Richard Hanna
U.S. House of Representatives
Washington, DC 20515

Dear Representative Hanna:

Thank you for your letter regarding the Medicare durable medical equipment. prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud. and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 201 1, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program, In additton, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committces. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
[ can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualificd suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it 1s a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Office and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, suppliers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
single payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made available to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-free
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

+  www.dmecompetitivebid.com (for bidders and contract suppliers}
¢  www.cms.gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
¢ www.medicare.gov (for bencficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how area demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPOS competitive bidding program. |
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.

Sincerely,

Marilyn Tavenner

Acting Administrator

Enclosures
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The Honorable Patrick Meehan
U.S. House of Representatives
Washington, DC 20515

Dear Representative Meehan:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPQS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1, 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. In addition, CMS has received only a handful of complaints from beneficiaries about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
I can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that meet strict quality and
accreditation standards, financial standards, Medicare supplier standards, and state licensing
requirements. Each bid is screened to ensure that it is a bona fide bid and those that fail are
excluded. In both Round One and Round Two of the program, suppliers overwhelmingly
accepted contract offers (92 percent) at the payment amounts set through the competition. Given
recent reports by the Government Accountability Qffice and the Office of Inspector General
documenting the excessive payment amounts in the current DMEPOS fee schedule, we would
expect to see much lower payment amounts under the competitive bidding program.
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The CMS has administered a transparent public process in both the design and operation of the
program. The work performed in researching, analyzing, and designing the Medicare
competitive bidding program for DMEPOS has been carried out over the past 30 years by
Medicare program experts within CMS, contracts with health economists, and consultation from
experts in design theory. At each and every phase of the research, design and development of
Medicare’s competitive bidding program, the work has been performed in consultation with the
DMEPOS manufacturers, supphers, and beneficiaries so that the expertise and advice of
stakeholders is included in the process of developing the program.

In addition, CMS has conducted dozens of briefings for congressional staff over the course of the
program’s design and implementation, and has also participated in several congressional
hearings related to the program. Specific program data such as the number of contracts offered,
stngle payment amounts, the percentage of contracts awarded to small suppliers, lists of contract
suppliers, and the percentage of contracts accepted versus rejected are made avatilable to the
public as soon as possible. We have made available information about this new program through
notice and comment rulemaking, public advisory committee meetings, educational and outreach
programs, ongoing communication through listserv messages and open door forums, toll-frec
helplines for suppliers and beneficiaries, a Supplier Locator Tool for beneficiaries and referral
agents, and the following three comprehensive websites:

» www.dmecompetitivebid.com (for bidders and contract suppliers)
e www.cms. gov/DMEPOSCompetitiveBid/ (for non-contract suppliers and referral agents)
o  www.medicare.gov (for beneficiaries)

Regarding your specific requests, I have enclosed information from our public website detailing
the required tax and financial documents, and related financial accounting ratios that form the
basis of the financial standards. We do not make public the specific thresholds in order to
protect the integrity of the program. In addition, I have provided a public fact sheet which
explains how arca demand and supplier capacity are determined.

Thank you again for your letter regarding the DMEPQOS competitive bidding program. 1|
appreciate your interest in this important issue as we work towards our mutual goal of
strengthening the Medicare program for all beneficiaries. [ will also provide this response to the
co-signers of your letter.

Sincerely,
Marilyn Tavenner
Acting Administrator

Enclosures
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Administrator
Washington, DC 20201
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The Honorable Alan Nunnelee
U.S. House of Representatives
Washington, DC 20515

Dear Representative Nunnelee:

Thank you for your letter regarding the Medicare durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) competitive bidding program. We are pleased that this new
program has already been effective in reducing beneficiary out-of-pocket costs, providing
significant savings to Medicare and tax payers, reducing over-utilization and fraud, and ensuring
beneficiary access to high quality items and services. The Centers for Medicare & Medicaid
Services (CMS) greatly appreciates your bringing your concerns to our attention.

The CMS successfully implemented Round One of the program on January 1. 2011, in nine
metropolitan areas after making a number of improvements, including new requirements from
Congress, and after working closely with stakeholders. The CMS Actuary projects that the
program will save $25.8 billion for Medicare over 10 years, and save another $17.2 billion for
beneficiaries through lower coinsurance and premiums. The program has already saved in
excess of $200 million in each of its first two years of operation with no disruption in access or
negative health consequences for beneficiaries based on our active surveillance and monitoring
program. [n addition, CMS has received only a handtul of complaints from beneficianies about
the program. CMS has shared the monitoring data with the public on the CMS website and
briefed staff and members of various Congressional committees. CMS has now awarded
contracts to experienced national and local suppliers across the country and is scheduled to move

forward on July 1 of this year to implement the program in 91 additional areas, as the law
requires.

While we understand that manufacturers and suppliers are not in favor of lower Medicare prices,
[ can assure you that CMS’s policy and process results in appropriate payment amounts. These
payment amounts are based on the bids of qualified suppliers that me