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Why Urban Areas Must Help Stop  

Drastic Cuts to DME Items in Rural & Non-Bid Areas 
Support HR 4229    

 
Background 
110 of the largest, most densely populated Metropolitan Stastical Areas in the country currently participate as 
Competitively Bid Areas (CBAs) in the Competitive Bidding Program (CBP) for DMEPOS (Durable Medical Equipment, 
Prosthetics, Orthotics, and Supplies).  Under the CBP, durable medical equipment (DME) suppliers, often called home 
medical equipment (HME) suppliers, compete for a limited number of contracts to serve Medicare beneficiaries 
residing in these CBAs through an auction program that awards contracts to those with the lowest bid amounts, 
resulting in a drastic reduction in competition for suppliers and opportunity to increase market share by upwards of 
50%.   

On January 1, 2016, CMS began the first phase of a two-part reimbursement adjustment that applies pricing derived 
from these highly populated CBAs to all areas of the country without exception for rural America even though these 
prices did not account for the costs of providing HME, services, and supplies in these geographically and 
demographically divergent areas.   

Congress intervened to provide a temporary delay for the full cut until 2017, but the cuts are now fully in effect 
nationwide and are being used for determining other payors’ reimbursement rates for HME. 

Urban Impact Spanning Multiple Payors 
Congress has not had enough time to monitor disruption in Medicare beneficiaries’ access to the HME items they 
need.  Implementing the full cuts in January 2017 has exacerbated complications and beneficiary harm while 
creating a ripple effect on other payors in both urban and non-urban areas.   

• Veterans and others whose insurers rates are statutorily tied to Medicare face access issues as Medicare 
reimbursement limits funding for critical HME, services, and supplies.  Payors like TRICARE are statutorily 
required to base their reimbursement off of Medicare rates, and some state statutes link their Medicaid 
payment to Medicare rates as well.  The unsustainable rates that swept throughout rural- and non-urban 
America on 1/1/17 are now jeopardizing the 9.4 million TRICARE veterans’ and others’ access to medically 
necessary equipment.  

• Medicaid programs face significant federal funding cuts because of Medicare reimbursement reductions. 
The 21st Century CURES legislation was passed into law in 2016, slashing the federal portion of Medicaid 
funding to mirror Medicare rates, affecting 20.5 million Medicaid beneficiaries across the country. Medicare’s 
regional rates fail to recognize the vast differences in the Medicare and Medicaid populations and their 
missions, putting the Medicaid populations at risk.   

• Commercial plans, Medicare Advantage, and Medicaid Managed Care Organizations are using the 
unsustainable regional Medicare rates as a benchmark for HME reimbursement.  Other payors are adopting 
these faulty rates as they look to Medicare as the standard from which to base their rates.  This has a 
dramatic impact on millions of Americans who require HME in commercial sectors, as well as Medicaid MCOs 
and Medicare Advantage plans.   

• Unsustainable reimbursement is stripping communities of resources.  We estimate that over 40% of 
traditional HME companies have closed or are no longer taking Medicare due to the unsustainable pricing 
derived from the controversial Medicare auction program since 2013.  The drastic loss of suppliers has a 
crippling effect on beneficiaries’ access to critical HME and services and jeopardizes the homecare 
infrastructure in which millions rely to safely maintain their independence at home.  A study by Dobson 
DaVanzo determined that suppliers are only being reimbursed 88% of costs for Medicare claims, forcing them 
deeper into the red for every new patient they take on.  This will be further exacerbated as other payors base 
rates off of the unsustainable regional rates.   
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Solution  
On November 2, 2017, Representatives Cathy McMorris Rodgers (R—WA) and Dave Loebsack (D—IA) introduced 
HR 4229 “Protecting Home Oxygen & Medical Equipment Access Act” (Protecting HOME Access Act).  This 
legislation will provide more time for Congress to evaluate the effects of bidding-derived pricing for rural and non-
CB areas on patient access by extending the transition period from January 1, 2017 to December 31, 2018 with 
reimbursement rates equal to rates in effect on January 1, 2016.  In effect, this rolls back the second round of cuts 
that went into effect on July 1, 2016.   
 
 
Our Ask: 
AAHomecare strongly urges Members of Congress to co-sponsor HR 4229 to provide relief for 
homecare patients and suppliers in non-Competitive Bidding Areas.  Members of Congress should 
contact Representative Cathy McMorris Rodgers’ office to co-sponsor.   
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