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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended,
is to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as
the health and welfare of beneficiaries served by those programs. This statutory mission is carried out
through a nationwide network of audits, investigations, and inspections conducted by the following
operating components:

Office of Audit Services

The OIG's Office of Audit Services (OAS) provides al auditing services for HHS, either by conducting
audits with its own audit resources or by overseeing audit work done by others. Audits examine the
performance of HHS programs and/or its grantees and contractors in carrying out their respective
responsibilities and are intended to provide independent assessments of HHS programs and operations in
order to reduce waste, abuse, and mismanagement and to promote economy and efficiency throughout the
Department.

Office of Evaluation and | nspections

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and program
evaluations (called inspections) that focus on issues of concern to the Department, the Congress, and the
public. The findings and recommendations contained in the inspections reports generate rapid, accurate,
and up-to-date information on the efficiency, vulnerability, and effectiveness of departmental programs.

Office of I nvestigations

The OIG's Office of Investigations (Ol) conducts criminal, civil, and administrative investigations of
allegations of wrongdoing in HHS programs or to HHS beneficiaries and of unjust enrichment by
providers. The investigative efforts of Ol lead to criminal convictions, administrative sanctions, or civil
monetary penalties. The Ol aso oversees State Medicaid fraud control units which investigate and
prosecute fraud and patient abuse in the Medicaid program.

Office of Counsal to the I nspector General

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering
advice and opinions on HHS programs and operations and providing all legal support in OIG’s internal
operations. The OCIG imposes program exclusions and civil monetary penalties on health care providers
and litigates those actions within the Department. The OCIG also represents OIG in the global settlement
of cases arising under the Civil False Claims Act, develops and monitors corporate integrity agreements,
develops model compliance plans, renders advisory opinions on OIG sanctions to the health care
community, and issues fraud aerts and other industry guidance.




EXECUTIVE SUMMARY

PURPOSE

To determine the cost-effectiveness of Medicare maintenance payments for capped rental
equipment.

BACKGROUND

Medicare Part B pays for certain pieces of durable medica equipment such as hospita beds,
nebulizers, and whedlchairs under the capped renta category. Payments for capped renta
equipment are made monthly and cannot exceed 15 months of rental. After the rentd period
has ended, Medicare will pay for either the continuing maintenance or repair of theseitems. In
2000, Medicare paid gpproximately $111 million for maintenance and $19 million for repairs of
capped rental equipment. Medicare beneficiaries were responsible for 20 percent of these
payments in the form of coinsurance.

Once a Medicare beneficiary has been renting the equipment for 10 consecutive months, the
supplier must give the beneficiary the option of purchasing the equipment. If abeneficiary
chooses to continue renting the equipment, Medicare will pay for an additiona 5 months of
rental. Suppliers may then bill for maintenance and servicing of the equipment beginning 6
months after the rental period has ended and every 6 months thereafter. Maintenance billed in
one month covers any sarvicing performed for 6 months following the service date. Suppliers
are not required to perform maintenance in order to receive the semi-annua maintenance
payment. If the beneficiary chooses to purchase the equipment, Medicare will pay for 13
months of renta. After the renta period has ended, Medicare will pay for repairs on purchased
equipment when service is performed.

We primarily focused on two sources of information for thisreport: (1) a5-year review (1996
to 2000) of maintenance and repair payments for capped rental equipment that beneficiaries
decided to rent or purchase in 1996 and (2) a survey of suppliers who received payment from
Medicare for the maintenance and servicing of capped renta equipment in June 2000.

FINDINGS

Medicare paid substantially more for maintenance than repairs over a 5-year period
for the 31 equipment codes in our review

We tracked, over a5-year period (1996 to 2000), the maintenance and repair payments for
3,553 pieces of equipment representing 31 equipment codes that beneficiaries decided to rent or
purchase in 1996. We found that, on average, Medicare paid substantialy more for

mai ntenance on rented equipment than repairs on purchased equipment over the 5 years.
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For half of the 31 equipment codes, there were no associated repairs over the 5-year period.

We found that, overdl, Medicare would have saved 96 percent of the maintenance payments
made to suppliersfor the services in our review had Medicare paid for actua equipment repair
rather than routine maintenance. If this 96 percent is applied to the total maintenance payments
for the 31 codes in 2000, Medicare would have saved $98 million of the $102 million paid for
maintenance that year.

Only 9 percent of capped rental equipment actually received any maintenance and
servicing from June to December 2000

In addition to a 5-year review comparing maintenance paymentsto repair payments, we aso
reviewed a sample of equipment to determine if any maintenance and servicing was actudly
provided. Out of 964 maintenance services with a June 2000 service date, we requested
documentation for a sample of 260 services. Overdl, just 9 percent of the capped rental
equipment with a June 2000 service date actualy received any servicing between June and
December 2000. We egtimate that of the $7.3 million Medicare paid for maintenance services
from June 2000, $6.5 million was paid for equipment that received no actud servicing.

CONCLUSION

The findings of this report illugtrate that Medicare s current policy of paying for maintenance and
servicing of capped rental equipment is not cogt-effective. We found that Medicare pays
subgtantialy more in maintenance payments for rented items than it does for actud repairs on
purchased equipment. In addition, we found that Medicare beneficiaries are receiving little or no
routine maintenance on their rented equipment.

RECOMMENDATION

We recommend that the Centersfor Medicare & Medicaid Services eliminate the
semi-annual maintenance payment currently allowed for capped rental equipment and
pay only for repairswhen needed. We believe this change would result in nearly $100 million
dollars being saved each year by Medicare and its beneficiaries. As abroader issue rdating to
capped rental equipment, CMS may dso want to consder if eiminating the 15-month renta
option would be aviable solution. By requiring any continuous rentals to be converted to a
purchase after the 13" month of renta, the need for the semi-annua maintenance payment

would autométicaly be diminated.

Agency Comments

The CMS agreed with our recommendation and stated that they will consider alegidative
initiative to diminate the 15-month renta option. This initiative would result in significant savings
to the Medicare program by eiminating the semi-annua maintenance and servicing fee and by
eliminating monthly rental payments for months 14 and 15. Appendix E contains the full text of
CMS' comments.
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INTRODUCTION

PURPOSE

To determine the cogt-effectiveness of Medicare maintenance payments for capped renta
equipment.

BACKGROUND

Title XVIII of the Socid Security Act established coverage requirements for Part B of the
Medicare Program. Medicare Part B pays for certain pieces of durable medica equipment such
as hospita beds, nebulizers, and wheelchairs under the capped rental category. Capped rental
equipment generdly costs more than $150 and is not routinely purchased, service intensive, or
customized. Payments for capped renta equipment are made monthly and cannot exceed 15
months of rental. After the monthly rental period has ended, Medicare will pay for ether the
continuing maintenance or repairs of these items. In 2000, Medicare paid approximately $111
million for maintenance and $19 million for repairs of capped renta equipment. Medicare
beneficiaries were respongble for 20 percent of these payments in the form of coinsurance.

Once a Medicare beneficiary has been renting the equipment for 10 consecutive months, the
supplier must give the beneficiary the option of purchasing the equipment. If abeneficiary
chooses to continue renting the equipment, Medicare will pay for an additiona 5 months of
rentd. After that time, the supplier retains ownership of the equipment and Medicare will cover
maintenance and servicing every 6 months. If the beneficiary choosesto purchase the
equipment, the rental payments for the equipment end at 13 months instead of 15 months. The
supplier then trandfers the title of the equipment to the beneficiary and Medicare pays only for

necessary repairs.
Medicare Maintenance Payments for Rented Equipment

For equipment that beneficiaries have eected to continue to rent, Medicare will pay for routine
mai ntenance and servicing after the 15 month rental cap has been reached. If beneficiaries do
not inform suppliers of their decison, it is assumed that the beneficiary will continue to rent the
equipment. Suppliers may begin billing for maintenance and servicing 6 months after the renta
period has ended, and then they may bill once every

6 months thereafter. The semi-annua maintenance payment covers any maintenance performed
during the 6-month time period following the service date billed on the clam. Medicare pays for
this maintenance and sarvicing regardless of whether or not the equipment is actualy serviced by
suppliers.
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Medicare Repair Payments for Purchased Equipment

For equipment that beneficiaries have eected to purchase at the end of the rental period,
suppliers may bill Medicare for repairs when they are performed. Repairs include reasonable
and necessary charges for parts and labor which are not covered under any manufacturer or
supplier warranty. Routine periodic servicing of equipment is not covered. However, more
extensve maintenance which is recommended by the manufacturer is covered asrepairs. These
repairs, which should be performed by authorized technicians, can include breaking down sedled
components and performing tests which require speciaized testing equipment.

METHODOLOGY

We primarily focused on two sources of information for thisreport: (1) a5-year review (1996
to 2000) of maintenance and repair payments for capped rental equipment that beneficiaries
decided to rent or purchase in 1996 and (2) a survey of suppliers who received payment from
Medicare for the maintenance and servicing of capped renta equipment in June 2000.

5-Year Data Review

Data Collection and Analysis. We began with a 1 percent file of durable medica equipment
sarvicesfrom CMS 1996 Nationa Clams Higtory file. We extracted al capped rentd services
with aBR or BP modifier indicating that the beneficiary made a decison ether to continue to
rent the equipment (BR modifier) or to purchase the equipment (BP modifier). Then using

CMS Nationd Claims Higtory File data from 1996 through 2000, we extracted al of the
sarvices for those beneficiaries who decided to rent or purchase equipment in 1996. It is
possible that during the 5 years we tracked, beneficiaries may have stopped using their rented or
purchased equipment due to changesin medical condition or death. We did not review
individua beneficiary histories to determine if the need for the equipment continued over the 5-
year period reviewed.

There was atotd of 60 different equipment codes representing 1,251 pieces of equipment that
beneficiaries decided to purchase and 2,359 pieces of equipment that beneficiaries decided to
continue renting in 1996. Of these 60 codes, only 31 had both rented and purchased
equipment. These 31 codes had atotal of 1,244 purchased items and 2,309 rented items. We
used these 31 codes for our review. Two of these codes were terminated in 1999 and replaced
by other codes. In these instances, we included the maintenance and repair payments for both
the original and replacement codesin our totas.

For the beneficiaries who decided to rent a particular piece of equipment in 1996, we extracted
al of their maintenance services for that equipment code (indicated by an MS modifier) from the
1996 to 2000 data. We determined the number of maintenance services received in each year
and the dollar amount associated with the maintenance services.
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For the beneficiaries who decided to purchase a piece of equipment in 1996, we extracted al of
their repair and labor charges associated with that equipment from 1996 to 2000. To do this,
we sdected dl the beneficiaries services with an RP modifier for repairs aswell as services
billed with codes E1340 and E1350 to account for labor charges. Since a beneficiary may have
decided to purchase more than one piece of equipment over the years, we reviewed the list of
repair services to determine if it was an gppropriate code for the piece of equipment the
beneficiary decided to purchasein 1996. We then compiled alist of appropriate repair codes
for each piece of equipment purchased in 1996. We included al E1340 and E1350 charges, as
well asal E1399 sarvices (for miscellaneous durable medical equipment) billed with an RP
modifier inthislist. We determined the number of repair services received in each year and the
dollar amount associated with those repair services.

For each code in our review, we determined the average of maintenance payments for rented
equipment and the average of repair payments for purchased equipment. We did this by
aggregating al the maintenance and repair payments over 5 years and dividing by the tota
number of equipment rented or purchased in 1996 respectively. Throughout this report, we
refer to these averages as “ average maintenance payment” and “average repair payment.” To
cdculate the 5-year dollar savingsiif the program paid only for equipment repair and not
maintenance, we began by subtracting the average repair payment from the average maintenance
payment for each code. We then multiplied this number by the total number of equipment rented
in 1996 for each of the codes. To cdculate the Medicare savings for the servicesin our review,
we aggregated the dollar savings for each individual equipment code. To determine the savings
percentages for each equipment code and overal, we took the amount that Medicare would
save if the program paid for equipment repair rather than maintenance, and divided it by the total
maintenance payments from 1996 to 2000. To calculate total Medicare savings, we applied the
overal savings percentage to the total projected amount Medicare paid for maintenance
between 1996 and 2000 on these 31 codes. The maintenance and repair payments for the 31
equipment codes are provided in Appendix A. Point estimates and confidence intervas are
provided in Appendix D.

Survey Data

Sample Design. We began with a 1 percent file of durable medical equipment services from
CMS 2000 Nationd Claims Higtory file which included al claims processed through December
2000. From thisfile, we extracted al paid services with an MS modifier indicating maintenance
and sarvicing was billed. We verified that dl the equipment codes billed with an MS modifier
were for capped rental equipment.

We sdlected our sample maintenance services from 1 month, June 2000. A single maintenance
service covers a 6-month time frame during which maintenance can be performed. Our andysis
indicated that June 2000 was sSmilar to the other months of 2000 in terms of the number of
maintenance services paid and alowed charges. We removed services for deceased
beneficiaries, and then selected a dratified random sample of maintenance serviceswith a
service date from June 2000. We dratified our sample to
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ensure that we would have avariety of equipment typesto review. Our sample contained four
strata based on equipment type. Stratum one included whedlchairs and accessories, stratum two
included nebulizers, stratum three included hospital beds and accessories, and stratum four
included dl other equipment such as continuous positive airway pressure (CPAP) devices,
patient lifts, and commodes. After diminating services for suppliers under review by our Office
of Investigations, our sample consisted of 260 maintenance services. These services represent
26 different equipment codes. A description of our sampleis presented in Table 1 below. A ligt
describing the 26 equipment codes in our sample is provided in Appendix B.

Table 1. Sample of Maintenance Services from June 2000

Strata Equipment Type Sir:]a[:::g Sl e
1 Wheelchairs and Accessories 348 65
2 Nebulizers 241 65
3 Hospital Beds and Accessories 227 65
4 All Other Equipment 148 65
TOTAL 964 260

Data Coallection and Analysis. We mailed surveysto the suppliers who billed for the June
2000 maintenance sarvicesin our sample. We collected this data from suppliers from April to
July 2001. The survey asked suppliers whether or not they provided any maintenance,
servicing, or repairs on the equipment between June and December 2000. We asked suppliers
to indicate the dates they performed the service, to describe the type of maintenance performed,
and to include documentation of the service. If suppliersindicated that on avist they checked,
cleaned, repaired, tested, replaced a part, or exchanged the equipment, we counted this as
maintenance and sarvicing. If the supplier indicated that they cdled the beneficiary to seeiif
service was needed or if they mailed supplies to beneficiaries, we did not count this as
maintenance and servicing.

We sent a second request to providers who did not respond to our initid survey request. Ina
third and find request, we informed suppliers that for the purposes of our sudy, we would
conclude that no maintenance or servicing was performed from June to December 2000 if we
did not receive aresponse. We received responses for 250 of the 260 services in our sample.
We did not receive responses for 10 of our sample services. For eight of these services, it
appeared that suppliersreceived al three of our requests; therefore, we concluded that there
was no documentation to support these maintenance services. We were not able to locate
suppliersfor two of these services; therefore, we excluded these services from our andysis. Our
sample for andyss conssted of 258 services. Estimates and confidence intervasfor dl satistics
regarding our sample data are projected to the universe of maintenance services for June 2000.
The estimates and confidence intervals are provided in Appendix D.
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This ingpection was conducted in accordance with the Quality Standards for Inspections
issued by the Presdent’s Council on Integrity and Efficiency.
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FINDINGS

Our detailed 5-year analysis which involved tracking more than 3,500 pieces of capped renta
equipment for beneficiaries who decided to rent or purchase the equipment in 1996
demondirated that Medicare paid substantially more for maintenance on rented equipment than
repairs on purchased equipment. Furthermore, our additiona andysis of supplier documentation
for more than 250 maintenance services from June 2000 found only 9 percent of the capped
rental equipment actudly received any maintenance and servicing. The combination of these two
findings provides strong evidence that Medicare' s current policy of paying for maintenance and
servicing of capped rental equipment is not cost-effective.

Medicare paid substantially more for maintenance than repairs
over a 5-year period for the 31 equipment codes in our review

We tracked, over a 5-year period (1996 to 2000), the maintenance and repair payments for
3,553 pieces of equipment representing 31 capped rental equipment codes that beneficiaries
decided to rent or purchasein 1996. We found that, on average, Medicare paid substantialy
more for maintenance on rented equipment than repairs on purchased equipment over the 5
years. Between 1996 and 2000, there was only one equipment code where the average repair
payment was more than the average maintenance payment. For half of the 31 codes, there were
no associated repairs over the 5-year period. There were 21 equipment codes where Medicare
would have saved over 90 percent of maintenance payments had the program paid for repairs
rather than maintenance on the equipment. The seven equipment codes with the highest dollar
savingsin our review are presented in Table 2 on the next page. Appendix A containsa
comparison of the repair and maintenance payments for al 31 equipment codes.

We found that, overal, Medicare would have saved 96 percent of the maintenance payments
made for the servicesin our review had Medicare paid for actua equipment repair rather than
routine maintenance. |If we apply this 96 percent to the estimated $49 miillion paid for
maintenance over the 5 years, Medicare would have saved $47 million on this equipment. This
savingsis based only on the maintenance payments for beneficiaries who decided to rent rather
than purchase the 31 types of equipment in 1996. If this 96 percent is gpplied to the total
maintenance payments for the 31 equipment codes in 2000, Medicare would have saved $98
million of the $102 million paid for maintenance that year.
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Table 2. Average Repair and Maintenance Paymentsfor Selected Equipment (1996 to 2000)

Average Average Ll
ag ) 9 Savings if
Repair Maintenance .
) s Medicare
Equipment Description Payment for Payment for paid for
Code of Equipment all Purchased all Rented a .O
Repairs
Items over Items over 5 Instead of
5-Year Period Year Period nsiead o
Maintenance
E0260 Hospital bed, semi-electric $10.36 $413.09 $163,105.65
K 0001 Standard wheelchair $5.07 $111.41 $52,850.98
E0277 Powered pressure reducing air mattress $39.42 $712.91 $44,450.34
K 0003 Lightweight wheelchair $12.96 $221.59 $29,834.09
K 0004 High strength, lightweight wheelchair $0.51 $330.57 $29,045.28
E0255 Hospital bed, variable height $0.00 $330.08 $28,056.80
E0570 Nebulizer, with compressor $0.68 $61.76 $27,302.76

Source: OIG review of CMS' National Claims History File Data, 1996-2000

Only 9 percent of capped rental equipment actually received
any maintenance and servicing from June to December 2000

In addition to a 5-year review comparing maintenance paymentsto repair payments, we aso
reviewed a sample of equipment to determine if any maintenance and servicing was actualy
provided. Out of 964 maintenance services with a June 2000 service date, we requested
documentation for a sample of 260 services. Overdl, just 9 percent of the capped rental
equipment with a service date in June 2000 actualy received any servicing between June and
December 2000. Current Medicare regulations alow suppliersto be paid for maintenance and
servicing even if they do not perform any sarvice. We estimate that of the $7.3 million Medicare
paid for maintenance services from June 2000, $6.5 million was paid for equipment that received
no actud servicing.

Of the 26 equipment codesin our sample, less than one-third received any servicing from June

to December 2000. In terms of equipment type, 16 percent of nebulizers, 9 percent of hospital
beds, 2 percent of whedlchairs, and 17 percent of other equipment such as CPAP devices and

suction pumps received maintenance during this time frame.

For the 91 percent of equipment that did not receive any maintenance, some suppliers indicated
why they had not performed any servicing. Twenty-eight suppliersindicated that athough they
did not perform maintenance from June to December 2000, they had performed maintenance on
the equipment sometime during the last 3 years. However, most made only one vist during this
time. Fifteen suppliersindicated that no maintenance was performed because they wait for the
beneficiary to cal them for service. Ten suppliersindicated they did not service the equipment
because they phoned the beneficiary and were told that the equipment was working properly.
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Seven suppliersindicated that they provided filters for the equipment but that the beneficiaries
were able to replace the filters themsdlves; therefore, a maintenance visit was not necessary.

Of the 9 percent of equipment that received maintenance and servicing from June to December
2000, most (24 of 28 items) received just one maintenance visit. Only four pieces of equipment
received more than one maintenance visit in the 6-month time period. For amgority of
equipment, the one maintenance vist included having a part replaced. Of the equipment that had
apart replaced, five were hospital beds that had parts such as a crank, head board, and hand
control cable replaced. Three nebulizers had accessory parts such asfilters replaced, and three
CPAP devices had accessory parts such asfilters and tubing replaced. Even though suppliers
are allowed to bill Medicare separately for nebulizer and CPAP filters and other accessories, we
consdered it maintenance and servicing if the supplier, not the beneficiary, replaced these parts.

Some suppliers performed other types of maintenance and servicing including checking, cleaning,
testing, repairing, or exchanging the equipment. While suppliers performed multiple types of
service on some equipment, three-quarters of the equipment received only one type of
maintenance on asingle vist. See Appendix C for the type of maintenance and servicing
performed on al of the equipment reviewed.
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CONCLUSION

The findings of this report illugtrate that Medicare s current policy of paying for maintenance and
servicing of capped rental equipment is not cogt-effective. We found that Medicare pays
subgtantidly more in maintenance payments for rented items than it does for actud repairs on
purchased equipment. In addition, we found that Medicare beneficiaries are receiving little or no
routine maintenance on their rented equipment.

RECOMMENDATION

We recommend that the Centersfor Medicare & Medicaid Services eliminate the
semi-annual maintenance payment currently allowed for capped rental equipment and
pay only for repairswhen needed. We believe this change would result in nearly $100 million
dollars being saved each year by Medicare and its beneficiaries. As abroader issue rdating to
capped rental equipment, CMS may dso want to consder if iminating the 15-month renta
option would be aviable solution. By requiring any continuous rentals to be converted to a
purchase after the 13" month of renta, the need for the semi-annua maintenance payment

would autométicaly be eiminated.

Agency Comments

The CMS agreed with our recommendation and stated that they will consider alegidative
initiative to diminate the 15-month rental option. This initiative would result in significant savings
to the Medicare program by eiminating the semi-annua maintenance and servicing fee and by

eliminating monthly rental payments for months 14 and 15. Appendix E contains the full text of
CMS comments.
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Comparison of Repair and Maintenance Payments

APPENDIX A

for 31 Equipment Codes (1996 to 2000)

Difference Dollar Percent
Average Average . L
. . between Savings if Savings if
Repair Maintenance . .
. . Average Medicare Medicare
Equipment Equipment Payment for Payment for . . .
. Maintenance Paid for Paid for
Code1 Description all Purchased all Rented . .
and Average Repairs Repairs
Items over Items over _— Instead of Instead of
5-Year Period 5-Year Period epair n_s eaco n_s eado
Payment Maintenance Maintenance
E0146 Folding walker $0.00 $0.00 $0.00 $0.00 0%
E0165 Commaode chair $6.58 $21.78 $15.20 $334.40 70%
E0180 Pressure pad, alternating $25.28 $37.70 $12.42 $422.28 3%
w/pump
E0181 Pressure pad, alternating $0.00 $37.00 $37.00 $1,073.00 100%
w/pump, heavy duty
E0235 Paraffin bath unit, portable $0.00 $0.00 $0.00 $0.00 0%
E0250 Hospital bed, fixed height $0.00 $118.04 $118.04 $1,180.40 100%
E0255 Hospital bed, variable $0.00 $330.08 $330.08 $28,056.80 100%
E0260 Hospital bed, semi-electric $10.36 $413.09 $402.73 $163,105.65 97%
E0265 Hospital bed, total electric $0.00 $465.41 $465.41 $2,792.46 100%
EQ277 Eowaed pressure reducing $39.42 $712.91 $673.49 $44,450.34 94%
air mattress
E0452 In_termlttent asist device $0.00 $1,287.16 $1,287.16 $16,733.08 100%
with CPAP
E0480 Percussor $0.00 $0.00 $0.00 $0.00 0%
E0570 Nebulizer, with compressor $0.68 $61.76 $61.08 $27,302.76 99%
E0600 Suction pump $0.00 $60.88 $60.88 $1,826.40 100%
E060L Continuous positive airway $0.00 $417.10 $417.10 $24,608.90 100%
pressure (CPAP) device
E0630 Patient lift, hydraulic $18.82 $235.67 $216.85 $10,842.50 92%
Neuro-muscular stimulator
EQ0745 $0.00 $106.41 $106.41 $532.05 100%
for shock
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APPENDIX A

A a Difference Dollar Percent
vera.ge . verage between Savings if Savings if
Repair Maintenance . .
. . Average Medicare Medicare
Equipment Equipment Payment for Payment for . . .
- Maintenance Paid for Paid for
Code: Description all Purchased all Rented ) )
and Average Repairs Repairs
Items over Items over Renai Instead of Instead of
5-Year Period 5-Year Period epair n‘s eado n-s eado
Payment Maintenance Maintenance
E0910 Trapeze bar, attached to $0.00 $44.56 $44.56 $2,450.80 100%
E0940 Trapeze bar, free standing $0.00 $37.40 $37.40 $598.40 100%
E1031 Rollabout chair $0.00 $50.25 $50.25 $552.75 100%
K0001 Standard wheelchair $5.07 $111.41 $106.34 $52,850.98 95%
Standard hemi
K0002 . 1.72 140.52 108.80 1,958.40 1%
(low seat) wheelchair i $ $ $ 6
K0003 Lightweight wheelchair $12.96 $221.59 $208.63 $29,834.09 94%
K0004 High Strehgth, lightweight $0.51 $330.57 $330.06 $29,045.28 100%
wheelchair
K 0006 Heavy-duty wheelchair $13.29 $333.49 $320.20 $7,044.40 96%
K0007 Extra heavy-duty $0.00 $457.44 $457.44 $2,744.64 100%
ight f
K0010 Standard weig t, rame $253.10 $687.56 $434.46 $2,606.76 63%
power wheelchair
igh
K0011 Standard W eight powered $279.22 $836.84 $557.62 $7,249.06 67%
wheelchair w/control
Lightweight portable power
K0012 whedlchair $199.15 $0.00 ($199.15) ($199.15) )
K0193 CPA.P. c.le\/lce, with $0.00 $0.00 $0.00 $0.00 0%
humidifier
El i heelchai
K0195 evating wheelchar $0.27 $39.03 $38.76 $6,356.64 99%
leg rests
TOTAL $466,354.07 96%
PROJECTED
TOTAL $46,635,407
Source: OIG review of CMS' National Claims History File Data, 1996-2000
1 1n October 1999, equipment code E0452 was replaced by code K0532 and equipment code K0193 was
replaced by code E0O601. We included the maintenance and repair payments for both the original and
replacement codes in our review.
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APPENDIX B

Description of 26 Equipment Codes in Maintenance Review

STRATA 1- WHEELCHAIRS AND ACCESSORIES

Codes Description
E1090 High-strength lightweight wheelchair; detachable arms, desk or full-length, swing-away,
detachable footrests
E1150 Wheel chair; detachable arms, desk or full-length, swing-away, detachable, elevating legrests
K0001 Standard wheelchair
K0002 Standard hemi (low seat) wheelchair
K0003 Lightweight wheelchair
K0004 High strength, lightweight wheelchair
K0006 Heavy-duty wheelchair
K 0007 Extra heavy-duty wheelchair
K0012 Lightweight portable motorized/power wheelchair
K0101 One-arm drive attachment, each
K0195 Elevating legrest, pair (for use with capped rental wheelchair base)
STRATA 2- NEBULIZERS
Codes Description
E0570 Nebulizer, with compressor

STRATA 3-HOSPITAL BEDS AND ACCESSORIES

Codes Description

E0250 Hospital bed, fixed height, with any type side rails, with mattress

E0255 Hospital bed, variable height, hi-lo, with any type side rails, with mattress

E0260 Hospital bed, semi-electric (head and foot adjustment), with any type side rails, with mattress

E0265 Hospital bed, total electric (head, foot, and height adjustments), with any type siderails, with
mattress

E0910 Trapeze bar, also know as Patient Helper, attached to bed, with grab bar
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APPENDIX B

STRATA 4- ALL OTHER EQUIPMENT

Codes Description

E0146 Folding walker, wheeled, with seat

E0165 Commode chair, stationary, with detachable arms

E0180 Pressure pad, alternating with pump

E0181 Pressure pad, alternating with pump, heavy duty

EQ277 Powered pressure reducing air mattress

E0600 Suction pump, home model, portable

E0601 Continuous positive airway pressure (CPAP) device

E0630 Patient lift, hydraulic, with seat or sling

K0532 Respiratory assist device, bi-level pressure capability, without backup rate feature, used with

noninvasive interface, e.g., nasal or facial mask

Source: 2000 HCPCS published by Medicode Inc.
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APPENDIX C

Maintenance and Servicing Performed
On 26 Equipment Codes Reviewed

The table below shows the equipment that received maintenance and servicing from June through
December 2000, as well as the different types of maintenance and servicing performed for each

equipment code. A check indicates thet at least one piece of equipment for that code received a
particular type of maintenance during the period of our review.

Type of Maintenance and Servicing
Number that Number that Number that -
. Number i . . ] m
HCPCS Equipment inour Received Received One Received More o o 4 2 = X
Code Description Sample Maintenance Visit June- than One Vist § § 8 B _r§ §
5 June-Dec 2000 Dec 2000 June-Dec 2000 2 g g 2 g |
<3
Wheelchairs and Accessories
High strength,
lightweight
E1090 ) 1 0 0 0
wheelchair
detachable arms
Wheelchair, standard,
E1150 X 1 0 0 0
with leg rests
K0001 Standard wheel chair 25 0 0 0
Standard hemi (low
K0002 R 2 0 0 0
seat) wheelchair
koopg | Conweidht 8 0 0 0
wheelchair
High strength
K0004 lightweight 7 0 0 0
wheelchair
K0006 Heavy-duty 4 0 0 0
wheelchair
KO0O7 Extra heavy-duty 1 o 0 o
wheelchair
Lightweight portabl
K0012 ghwetght porteble 1 0 0 0
power wheelchair
One-arm drive
K0101 1 0 0 0
attachment
Elevating wheelchair
K0195 14 1 1 0 v
leg rests
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APPENDIX C

Type of Maintenance and Servicing
Number that Number that Number that
. Number . . . E m
HCPCS Equipment in our Received Received One Received More o o . bl = S
Code Description Smple Maintenance Visit June- than One Visit g:gr g & § é §'
: June-Dec 2000 Dec 2000 June-Dec 2000 § ] 8 2 2 |
8
Nebulizers
Nebulizer, with
E0570 iizer, wi 64 10 7 3 v v v v v v
compressor
Hospital Beds and Accessories
Hospital bed, fixed
E0250 . 4 0 0 0 - - - - - -
height
Hospital bed, variable
E0255 i 7 0 0 0 - - - - - -
height
Hospit: i-
£0260 OSpI_ al bed, semi 6 6 5 1 _ - - v v v
electric
Hospital bed, total
E0265 . 2 0 0 0 - - = - - -
electric
E0910 Trapeze bar 6 0 0 0 - - - - - -
Other Equipment
E0146 Folding walker 1 0 0 0 - - - - - -
E0165 Commode chair 6 0 0 0 - - - - - -
Pr
E0180 essure pad'_ 5 1 1 0 - - - - v R
aternating with pump
Pressure pad,
E0181 alternating with pump, 1 0 0 0 - - - - - -
heavy duty
Powered ed
E0277 . p.ressur 2 1 1 0 - - - - v -
reducing air mattress
E0600 Suction pump 7 1 1 0 - - - - - v
Continuous positive
E0601 airway pressure 27 7 7 0 v - - - (4 -
(CPAP) device
E0630 Patient lift, hydraulic 11 0 0 0 - - - - - -
Respiratory assist
K0532 espiratory 4 1 1 0 v - v - - -
device
Totals 258 28 24 4

Source: OIG Survey Data, 2001
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APPENDIX D

Estimates and Confidence Intervals

The table below contains Satistica estimates presented in Findings section of this report. Point
estimates and corresponding 95 percent confidence intervas were weighted based on the
sample design as described in the Methodology section.

. . . 95 Percent Confidence
Statistic Point Estimate
Interval

Percent of Equipment that Received Maintenance 0 0 0
and Servicing from June through December 2000 9.17% 588%- 12.46%
Percent of Nebulizers that Received Maintenance

0, 04 - 0,
and Servicing from June through December 2000 15.63% 6.67% - 24.58%
Percent of Hospital Beds that Received
Maintenance and Servicing from June through 9.23% 2.15%- 16.31%
December 2000
Percent of Wheelchairs that Received
Maintenance and Servicing from June through 1.54% 0.00% - 4.56%
December 2000
Percent of Other Equipment that Received
Maintenance and Servicing from June through 17.19% 7.89% - 26.48%
December 2000
Total June 2000 Medicare Payments for
Maintenance and Servicing where No $6,508,828 $5,888,202 - $7,129,453
Maintenance was Performed
Totgl June 2000 Medl_cgre Payments for $7.306,998 $6.672,518 - $7.941.479
Maintenance and Servicing
Total 1996-2000 Medicare Payments for
Maintenance and Servicing of Equipment that $48,607,283 $47,227,524 - $49,987,042
Beneficiaries Decided to Rent in 1996
Total 1996-2000 Medicare Payments for Repairs
of Equipment that Beneficiaries Decided to $5,192,415 $4,532,632 - $5,852,198
Purchase in 1996
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Comments from the

Centers for Medicare & Medicaid Services

LIEFARTRENT OOF HEALTH & HUM AN SERYICES Canbars for fadicars & Maodicakt Beraoss

70 Sacurily Boulomgnol
Baltrnora, WO 27244 1450

DATE: MEY —~8 2

T} Janet Rehnowiae
Inspector Gengral

FROM:  Thomas A. Scully ’f! A
Administrator )

SUBJECT: Officc of Inspector General (O1G) Draft Repont: Medicare Malntenance
Fayrrents for Cupped Rewntal Egulpmdnt
(OFI-03-00-004 1)

i

‘Thanik you for the opportunity to comment on the abvve.refereneed report

We hava reviewed the OIG's draft report, which i3 part of its continuing work to Lok at
pricing of durable medical squipment and supplies. The GG found Medicare pays
substantial'y more through the semi-annuat muintenance payment arangement for emted
equiprnent than it doey for acmual repairs on purchased items. Furthermare, the OIG
frund that rented equiprent regeives Litls or e routing maintenance.

A5 a result, the OTG recommeands the Centers firr Modicars & Medicaid Services (ChHS)
eliminate the semi-annual maintenanes pryments for rernta) squipment and ipatead, pay
tor repairs when nesded. According to the QIC, this change would teult in
approaimately 5100 million being saved each vear by Medicarc and its benefuianes.

The CMS agrees with the OIG's findings and recognizes the laryes savings that would
rwyult 1f the recommendation were implemented. We will consider » lepislative inttiatdve
to revise the slatute so that the 15-month rentzf option is eliminated. 1 acted upon by
Conyreyy, this propesal would result in signiticant suvings to the Medicys Program
through the elisnination of nnnecassary maintenance and serviee fies and additionsl
progearm savings by eliminating Medicare rental pavmenls for months 14 and 15.
Medicaro would cease paying suppliers after the 13th rental inonth sfter which wanership
of the equipment would transfor to the beneficiary.
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