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Medicare Competitive 
Bidding Program

Medicare Program Causing a Race to the Bottom



Medicare bidding program: 
Complicated bidding and barrier to access 

Congressional passed a law requiring Medicare to use competitive bidding auction-like 
systems to establish payment amounts for medical equipment and services. The law was 
intended to reduce Medicare and consumer expenditures and ensure that consumers have 
access to quality items and services. The bidding system developed by CMS, however, lacks 
many of the safeguards needed to ensure access including: 
• Binding bids

• Any contract winner can refuse to sign a contract;
• Bids from contract winners who refuse to sign are included in the calculation for the payment 

amount, which drive down price and quality; and 
• This process encourages unscrupulous individuals to “game” the bidding system by lying 

about price and ability to serve. Gaming cut good providers out of the system. 
• No transparency:

• CMS has failed to release the financial standards they used to determine if a provider is 
qualified to bid;

• CMS has released little information about how they determined consumer demand; and 
• CMS has released no details about how they determined provider capacity to meet consumer 

demand.



Poll Question 1

In the past three years, have the number of medical equipment providers in your area decreased?



Bidding Problems

Not competitive — has created a race to the bottom.

DME providers can’t survive not being a Medicare provider.

AAHomecare’s concerns:

• 80% reduction in the number of providers; 

• Anti-competitive;

• Interference with consumer access to homecare; and 

• Diminution in the quality of care.



Bidding Problems - Continued

Violates basic principle of auction design: bids must be binding

Flawed pricing rule—reimbursement based on median bid price

Bid areas don’t reflect true geographic markets for DME providers

Lack of transparency allowing CMS to manipulate the program

Round 1 contracts started in January 2011. Round 2 and Round 1 Re-compete 
process started last year

Delays in obtaining equipment and services—longer than necessary hospital stays

Over 440 HME providers have gone out of business or have exited the market.



Predicted Problems Realized

On January 30, 2013, CMS published payment rates for items subject to Round 2

Based on CMS’ calculations, reimbursement rates for all equipment will be reduced by an 
average of 45% and 72% below reimbursement for diabetic supplies

The huge cut to diabetic supplies will affect beneficiaries all across the country, through 
mail-order and retail

Round 2 contracts went into effect on July 1, 2013

Auction experts, providers, and consumers have expressed grave concerns

Nearly 80% of providers in the bid areas are excluded from providing bid items



AAHomecare’s Alternative to Competitive Bidding

Market Pricing Program (MPP)

• AAHomecare examined ways to fix the current program and explored alternative 
approaches to finding market-based prices for reimbursement.

• AAHomecare worked with state leaders, economists, and key members of 
Congress to develop the Market Pricing Program.

• MPP replaces competitive bidding based-problems that economists and auction 
experts identified.

• On April 24, 2013, Reps. Tom Price (R-GA) and John Larson (D-CT) introduced 
the Medicare DMEPOS Market Pricing Program Act of 2013 (H.R 1717).

• No budget the score from the nonpartisan Congressional Budget Office (CBO)–
The office charged with determining how much each bill will cost.



Improving Competitive Bidding and Ensuring Access to Medical Equipment and 
Services to Medical Equipment 

Binding Bids



H.R. 4920 Medicare DMEPOS Competitive Bidding 
Improvement Act of 2014 introduced by Rep. Patrick 
Tiberi (R-OH) and John Larson (D-CT)

• Requires the bidders to obtain a bid bond, which for the purposes of this auction 
system is set up similarly to a surety bond; and 

• The current bidding program is the only auction system that does not require 
bidding parties to put-down a bid bond. Research shows that without some stake in 
the auction, via a bid bond, auctions are more likely to attract participants who 
simply want to drive the price up, or down.

• Requires CMS and their contractors to verify all licensure PRIOR to accepting a 
bid



H.R. 4920: Legislative History

• H.R. 4920 includes key provision of the Market Pricing Program (H.R. 1717) that 
address low-balling bids and gaming the system to try to lock-up markets.

• According to economists, this bill would help local providers by increasing the 
buy-in for companies who have little, or no presence in a bid area.

• Holds the providers accountable to ensure they bid honestly, bid fairly, and if 
awarded a contract, provide what they promised in their bid.

• CMS offered technical assistance on H.R. 4920.



Who supports fixing CMS’ bidding program?

• 29 cosponsors on HR 4920 (20 Republicans and 9 Democrats)

• 180 members of Congress have cosponsored legislation, including both 
Republicans and Democrats (signers of H.R. 1717)

• 244 economists and auction experts, including five Nobel laureates

• 37 consumer and clinician groups (H.R. 1717)



Audit Reform 
Impact on Consumers and Providers 



The Current Audit Process is Slowing Access to 
Equipment and Services:
• Equipment Suppliers receive a notice that a claim has been selected to be audited;
• Equipment Suppliers gather all documentation required for the item provided to a consumer and submit to 

Medicare;
• Medicare auditors have 60 days to review the documentation and agree the consumer needs it or disagree;
• If Medicare disagrees, the equipment Supplier can file an appeal to have the denial reconsidered;
• Medicare auditors have another 60 days to review the documentation and agree the consumer needs it or 

disagree;
• If Medicare disagrees again, the DME Supplier can file a second level of appeal; and 
• Medicare auditors have another 60 days to review the documentation and agree the consumer needs it or 

disagree.



Poll Question 2
Have you tracked down medical necessity documentation, or get another face-to-face exams due to 
equipment claim denial?



Out-of-Control Audits:
Impacting Consumer Consumer Access to Care

• In FYs 2010 and 2011, RACs reviewed 2.6 million claims from approximately 292,000 
providers. 

• During this period, RACs identified approximately 1.3 million claims with payments (50 
percent) that totaled nearly $1.3 billion. 

• Of this amount, $903 million was recovered from or returned to providers in FYs 2010 and 
2011.

• Approximately $768 of the $903 million was recovered from providers ($53 million in FY 
2010 and $715 million in FY 2011). The remaining $135 million was returned to providers 
($15 million in FY 2010 and $120 million in FY 2011). 

• Center for Medicare Advocacy in June filed a lawsuit against Medicare that alleges "rubber 
stamp" coverage denials at both the Redetermination and Reconsideration levels of appeals. 
The suit cites currently available information showing the denial rates for home health 
coverage at the first two appeals levels is about 98 percent.



Out-of-Control Audits
• The Government Accountability Office (GAO) in 2013 GAO issues a report in 

which they concluded that different requirements for each of the auditing 
contractors put up barriers enough to businesses to impede efficiency and 
effectiveness of claim reviews and place an undue administrative burden on 
providers.

• Inefficiency and delayed claims processing impacts access to equipment and 
services. 

• A 2014 appropriations bill included $1.1 trillion for the Department of Health 
and Human Services (HHS) to implement inspector general's (OIG) 
recommendations to address recovery audit contractors (RACs) who are 
incentivized to be overly aggressive. 

• OIG to report on top 25 unimplemented recommendations to ensure 
Medicare functions efficiently ensure Medicare functions efficiently. 

• CMS will have to implement feedback processes for the RACs
• CMS will be required to provide notes on what plans the agency has in place 

to make sure the Medicare administrative contractors are following CMS 
policies.

• The number of Medicare audits is skyrocketing and will continue to 
increase.



Audits Out of Control
• Office of Medicare Hearing and Appeals (OMHA) decided to suspend assigning 

appeals to administrative law judges that come from RAC audits for two years

• Backlog of 600,000 appeals before the ALJ, of which 25% are DME claims

• Appeals delays affects the providers ability to service beneficiaries

• If a contractor denies a claim, all subsequent claims are denied

• As a result, companies are cutting back on services provided, or closing their 
doors

• Beneficiaries are forced to find new providers and to re-obtain required medical 
documentation to get their DME



Audit-Impact Consumer Access to Equipment and 
Services
• Longer wait for equipment as providers work to ensure compliance 

• Additional Doc. visits to ensure “medical necessity” after claim is denied

• Lower level of services as companies shift resources to addressing audits

• Fewer providers as companies go out of business while waiting to appeal audits

• Increased fraud risk due to unorganized auditors and focus on technical documentation, 
rather than medical necessity



H.R. 5083 The Audit Reform and Improvement Act (AIR 
Act) Introduced by Rep. Renee Ellmers (R-NC) and Rep. 
John Barrow (D-GA)
Important elements of the AIR Act are: 

• Create an Improper Payment Outreach and Education Program.--in order to reduce 
improper payments under this title, each Medicare administrative contractor shall 
establish and have in place an effective improper payment outreach and education 
program under which the contractor, through outreach, education, training, and 
technical assistance activities, shall provide referral agents of services and DME 
suppliers.

• Reduce Error Rates – by targeting audits by Medicare audit contractors with respect to 
high error DME suppliers identified.

• Reinstate clinical inference and clinical judgment in the audit process.

• Limit documentation look-back periods to 3 years.

• Require Application of Timely Filing Limits to Claims Subject to Payment Audits -
allows for a timely filing over-ride by the DME MACs for any claims related to an 
initial claim that is subject to a prepayment or RAC post payment audit.



What You Can Do





SMMS: Education by Condition



• Join SMMS on Facebook & Twitter





Current Campaign: HR 4920







Events and Webinars
United Spinal Association
Archived and Upcoming Webinars 

• http://www.spinalcord.org/webinar-archive/

• Service Animals and You 
Wed, Oct 15, 2014 3:00 PM – 4:00 PM EST

• Breakthroughs in Stem Cell Therapies –Thu, Oct 23, 2014 
3:00 PM – 4:00 PM EST

American Association for Homecare
• www.aahomecare.org
• www.savemymedicalsupplies.org

http://www.spinalcord.org/webinar-archive/
http://www.aahomecare.org/
http://www.savemymedicalsupplies.org/


Get Involved and Make a Difference
• Become a member of United Spinal Association

www.unitedspinal.org

• Join United Spinal Association’s Team Advocacy 
http://www.unitedspinal.org/forms/sign-up.html
– visit our Advocacy Action Center 
http://www.unitedspinal.org/action-center/

• Join a chapter/support group or  
be the policy advisor for the chapter
www.spinalcord.org

• Be a grassroots advocate
http://www.usersfirst.org

http://www.unitedspinal.org/
http://www.unitedspinal.org/forms/sign-up.html
http://www.unitedspinal.org/action-center/
http://www.spinalcord.org/
http://www.usersfirst.org


More Ways to Get Involved
• Attend a town hall hearing/meeting in your state

• Find your Senator at www.senate.gov and your 
Representative at www.house.gov

• Call U.S. Capitol Switchboard: (202) 224-3121

• Or you can

Senator Tom Harkin (D-IA), Chair, Senate HELP Committee

http://www.senate.gov/
http://www.house.gov/


Jay Witter
Senior Director of Public Policy

AAHomecare
jayw@aahomecare.org

Peter Rankin
Assistant Director of Government Affairs

AAHomecare
peterr@aahomecare.org
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