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Welcome and thank you for joining us for this webcast for Round 2 contract suppliers for the Durable Medical 
Equipment, Prosthetics, Orthotics and Supplies – or DMEPOS Competitive Bidding Program, which we will be 
referring to as the Program throughout this webcast.

This special education webcast is the last of three webcasts for suppliers that were awarded contracts for 
Round 2 of the Program. If you have questions after this presentation or need assistance, please call our 
customer service center or e-mail us. I’ll provide the contact information at the end of the presentation.

There are also local Competitive Bidding Implementation Contractor – or CBIC – liaisons located throughout the 
competitive bidding areas – or CBAs – available to assist you with your questions or concerns. I’ll provide their 
contact information at the end of the presentation.

I encourage you to take advantage of the many other helpful resources and tools on the CBIC website. In ad-
dition to this and other webcasts, you will find fact sheets, forms, and other useful tools to assist you during the 
contract period.
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During this presentation, I’m going to discuss payment policies specific to you as a contract supplier for the
Program including grandfathering, repair and replacement, traveling beneficiaries, modifiers, and exemptions.
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The regulations that govern the Program include a special provision that permits non-contract suppliers to
continue renting certain DME and oxygen equipment that is being rented at the time the Program begins. This 
special provision, known as grandfathering, allows beneficiaries to maintain a relationship with their current 
supplier to minimize any disruption in their rental services. Some of you may be eligible to be grandfathered 
suppliers for rented items for which you were not awarded a contract.
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As you know, beginning July 1, 2013, only contract suppliers can provide competitively bid DMEPOS items to 
beneficiaries with Original Medicare in a Round 2 CBA and be reimbursed by Medicare unless an exception 
applies. One of the most important exceptions is the grandfathering exception. Under this exception, suppliers 
that do not become contract suppliers can decide to be grandfathered suppliers and continue renting oxygen 
and oxygen equipment or DME to beneficiaries in CBAs to whom they are renting these items at the time the 
Program begins.

The grandfathering provision applies to oxygen and oxygen equipment, capped rental DME and inexpensive 
routinely purchased (or IRP) DME furnished on a rental basis, such as a walker. The grandfathering provision 
also applies to DME requiring frequent and substantial servicing; however, none of the product categories for 
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Round 2 contain items in this DME category. Grandfathered suppliers may also furnish competitively bid 
accessories and supplies used in conjunction with, and that are necessary for, the use of the grandfathered 
item.

Purchased items, like mail-order diabetic testing supplies, may not be grandfathered. Also, enteral nutrients 
equipment and supplies may not be grandfathered because they are not included in the DME benefit. By law, 
the grandfathering exception only applies to rented DME and oxygen and oxygen equipment.

The grandfathering process only applies to those items that are being rented to beneficiaries who maintain a 
permanent residence in the CBA at the time the Program is implemented on July 1, 2013. Grandfathered
suppliers may not furnish competitively bid items to any new Medicare beneficiaries in Round 2 CBAs after 
July 1, 2013, unless there is another applicable exception.
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All non-contract suppliers that furnish competitively bid rented DME or oxygen and oxygen equipment to
beneficiaries must decide if they will elect to become grandfathered suppliers.

Once a supplier makes the decision to serve as a grandfathered supplier, the supplier must do so for all the 
beneficiaries in the CBA to whom it is renting grandfathered items at the time the Program begins, to the 
extent that the beneficiary chooses to stay with the supplier. In other words, a grandfathered supplier must 
provide the grandfathering option to all of its eligible beneficiaries and cannot turn a beneficiary away if he or 
she elects to continue receiving the item from the grandfathered supplier.

Also, if a supplier decides to become a grandfathered supplier for a product category, its decision applies 
to all rented competitively bid items in that product category the supplier currently provides. For example, a 
grandfathered supplier could not choose to keep renting oxygen concentrators but discontinue renting liquid 
oxygen systems.

Beneficiaries may choose to continue renting items from their current supplier – with whom they began
renting the equipment before the Program goes into effect – if that supplier chooses to be a grandfathered 
supplier or is awarded a contract. Or they may choose to switch to a contract supplier.

If beneficiaries use oxygen and decide to use a grandfathered supplier, the Medicare payment amount will be 
the competitive bidding single payment amount (SPA). If beneficiaries use other rented medical equipment, 
the Medicare payment amount will be either the SPA or the current fee schedule amount, depending on the 
particular type of item they are renting. You can find more information on the grandfathering fact sheets on 
the CBIC website. 

The grandfathering provision also applies to beneficiaries who change from a Medicare Advantage Plan.
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Under all circumstances, if a beneficiary decides to change to a contract supplier for rented DME, the contract 
suppliers is required to accept the beneficiary as a customer.

A beneficiary who would otherwise be entitled to receive capped rental equipment from a grandfathered 
supplier may elect to transition to a contract supplier at any time before the 13 month of continuous use. 
For capped rental items, the contract supplier would be paid for a new 13-month capped rental period and 
payment would be based on the SPA for the equipment. If a beneficiary switches from a contract supplier to 
another contract supplier for a capped rental item, the new contract supplier is not entitled to a minimum
number of months of payment and will be paid the SPA for the remainder of the rental period.

A beneficiary who would otherwise be entitled to receive IRP items from a grandfathered supplier may elect 
to transition to a contract supplier at any time during the rental period. Rental payments would continue for a 
medically necessary item until total payments equal 100 percent of the SPA for the purchase of the item.

Grandfathered suppliers and contract suppliers must accept assignment on all competitive bid items.
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Another important rule to note about capped rental DME is that a new rental period begins if there is a break 
in medical necessity for more than 60 days plus the days remaining in the last paid rental month. When 
that occurs, a beneficiary must obtain new or additional equipment from a contract supplier. For example, a 
beneficiary has been renting a hospital bed for three months from his grandfathered supplier. If at some point 
in time, the beneficiary no longer has a medical need for the bed, the grandfathered supplier needs to pick 
up the hospital bed. If the beneficiary develops a medical need for a hospital bed four months later, he must 
obtain his hospital bed from a contract supplier. The new contract supplier would be paid for a new capped 
rental period.
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Now let’s discuss grandfathering and oxygen. Oxygen is limited to 36 months of rental payments. Items such 
as accessories, delivery, back-up equipment, and so forth – are included in the rental payment.

If a beneficiary would be entitled to obtain oxygen from a grandfathered supplier but changes to a contract 
supplier, the contract supplier will be paid at least 10 monthly payment amounts at the SPA regardless of how 
many months the previous supplier was paid. For example, for rental agreements in months two through 26, 
the new contract supplier will be paid for the remaining rental months of the contract. Suppliers assuming 
rental agreements that are in months 27 or later will receive a minimum of 10 payments regardless of how 
many months the previous supplier was paid.

For beneficiaries changing from a contract supplier to a new contract supplier for oxygen and oxygen 
equipment, the new contract supplier is NOT entitled to a minimum number of months of payment and would 
be paid SPA amount for the duration of the rental period not to exceed 36 months.

If there is a break in need, rather than just a break in service, of greater than 60 days prior to the end of the 
36 month rental period, a contract supplier must provide the oxygen and oxygen equipment. However, if the 
break in need or service occurs after the 36 month cap, the current supplier (the supplier that received payment 
for the 36th month) – grandfathered or contract supplier – must continue to provide the oxygen services.

In all circumstances prior to the cap, the contract supplier is required to accept the beneficiary as a customer.
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In general, suppliers that furnished oxygen and oxygen equipment to a beneficiary during the 36 month of 
continuous use are required by law to continue to furnish the equipment after the 36 months for any period 
of medical need during the remainder of the reasonable useful lifetime or RUL of the equipment, which is five 
years.

This requirement continues to apply under the Program, regardless of the role of the supplier (for example, a 
contract supplier, grandfathered supplier, or non-contract supplier not electing to be a grandfathered supplier). 
This obligation cannot be transferred to a contract supplier or any other supplier even in situations where a 
beneficiary relocates on a temporary or permanent basis outside the supplier’s service area.
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As I previously explained, the RUL of oxygen equipment is five years or 60 months. At the end of the RUL of 
equipment, the beneficiary may choose to receive new oxygen equipment.

If the beneficiary decides to obtain new oxygen equipment, the beneficiary must get the new equipment from 
a contract supplier. The contract supplier will receive a new rental period (36 months) and be reimbursed at 
the SPA.

If the beneficiary does not want to receive new oxygen equipment, the grandfathered supplier may continue 
to bill for oxygen contents until either the medical need ceases or the beneficiary chooses to obtain new 
equipment.
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Each non-contract supplier must send a written notification of its grandfathering decision to all beneficiaries 
in Round 2 CBAs who are currently renting competitively bid DME or oxygen and oxygen equipment from the 
supplier. Additional information on notifying the beneficiary, such as the requirements included on this slide, is 
available on the CBIC website.
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Now let’s talk about what happens if a competitively bid item needs to be repaired or completely replaced 
– who can repair the item, provide the replacement parts, or furnish a totally new item.
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Let me start by emphasizing that what I am about to say applies only to beneficiary - owned equipment.
Repairs to rented equipment are included in the rental payment. Also, Medicare does not pay for repairs that 
are covered by a manufacturer or supplier warranty – this does not change under the Program.

Medicare allows for the repair of beneficiary-owned items by any Medicare-enrolled supplier. Labor to repair 
equipment is not subject to competitive bidding and will be paid according to Medicare’s general payment 
rules.

If a replacement part that is a bid item is needed to repair an item, the part may be provided by either a
contract supplier or a Medicare-enrolled, non-contract supplier – whoever furnishes the repair.

The supplier will be paid the SPA for the replacement part and must accept assignment on the claim.

For example, Jake, a Medicare beneficiary, resides in a CBA and owns a standard power wheelchair. The 
wheelchair stops working and he takes it to ABC Medical, a non-contract supplier. ABC Medical examines the 
wheelchair and determines that the motor needs a new component to make the wheelchair work. ABC
Medical may provide the component for the motor since it is part of the repair. ABC Medical must accept
assignment on the claim and will be paid the SPA for the replacement part.

Slide 13

If the beneficiary who lives in or travels to a CBA needs to obtain the complete replacement of an item, it must 
be provided by a contract supplier. This includes replacement of base equipment and replacement of parts or 
accessories for base equipment that are being replaced for reasons other than servicing of the base
equipment. Equipment which is beneficiary – owned may be replaced prior to the end of the reasonable
useful lifetime of DME equipment, which is five years, in cases of loss or irreparable damage. 

Irreparable damage refers to a specific accident or to a natural disaster such as fire, flood, or hurricane.
Replacement of equipment because of day-to-day wear and tear is not covered prior the end of the
reasonable useful lifetime of the equipment.

Routine supplies or accessories are NOT considered repairs; they are replacement items. A contract
supplier must provide routine supplies and accessories to any Medicare beneficiary who permanently resides 
in a CBA or who needs them while visiting a CBA. Examples of routine supplies or accessories include items 
such as CPAP masks, or filters. For example, Sue resides in the Cleveland CBA and owns a CPAP. Sue must 
obtain her CPAP replacement masks from a contract supplier. The contract supplier will be reimbursed the 
SPA for the masks.
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Medicare beneficiaries often travel. To prevent traveling beneficiaries who live in a CBA from having to return 
home to obtain competitively bid items from a contract supplier, the regulations include a provision to allow 
beneficiaries traveling outside the CBA to obtain needed items. 
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You need to be aware of two important payment factors when a beneficiary travels:

Payment is always based on the permanent residence of the beneficiary even if the beneficiary is traveling. 
You can use the ZIP code look up tool on the CBIC website to find out if the beneficiary’s residence is 
within a CBA; and
Which supplier may provide the item depends upon whether the item is a bid item or not a bid item and 
where the beneficiary obtains the item

The chart on this slide shows how the policy works if the beneficiary needs items while traveling to a CBA.

Let’s say the beneficiary’s permanent address is in a CBA. Following the chart, if the beneficiary needs an 
item included in the Program for the CBA where he or she is visiting, the beneficiary must obtain the item 
from a contract supplier for that CBA. If it is not a bid item, then the beneficiary may obtain the item from any 
Medicare-enrolled supplier. For example, Nell and her friends live in Jacksonville, FL, and travel to Asheville, 
NC. Nell falls and the doctor orders a walker. Nell must obtain the item from a contract supplier in Asheville. 
The Asheville contract supplier will be paid the SPA for Jacksonville. 
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In another scenario, Nell and her friends travel to Myrtle Beach, SC, an area that is not a CBA, and she needs 
a walker, which is a bid item in her home CBA of Jacksonville. She may obtain the walker from any Medicare-
enrolled supplier and the supplier will be paid the SPA for the Jacksonville CBA and must accept assignment 
for the item.

So what happens if the beneficiary’s permanent address is NOT in a CBA? Following the chart, if the beneficiary 
needs an item included in the Competitive Bidding Program for the CBA where he or she is visiting, the 
beneficiary must obtain the item from a contract supplier for that CBA. If it is not a bid item, then the beneficiary may 
obtain the item from any Medicare-enrolled supplier. For example, John and his wife travel to El Paso, Texas, 
a CBA, from their home in Billings, Montana, which is not a CBA. John needs a new mask for his CPAP device. 
He must obtain the mask from a contract supplier for El Paso. The supplier will be paid the fee schedule 
amount for Montana and must accept assignment for the item.
 
If John travels to Casper, Wyoming, another area that is also not a CBA, and needs a CPAP mask, he may 
obtain the mask from any Medicare-enrolled supplier. Remember, payment is always based on the beneficiary’s 
permanent residence.

We will talk about modifiers in a later slide; however, I would like to emphasize that suppliers must affix the KT 
modifier to claims for competitively bid items that are furnished to beneficiaries who live in a CBA and need 
an item when they have traveled outside of the CBA in which they reside.

There is a fact sheet on traveling beneficiaries on the CBIC and CMS websites.
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It is important for suppliers to be aware of and correctly use the few specific modifiers designated for the 
Program. The appropriate use of these modifiers assures that payment is made in compliance with Medicare 
rules and regulations.

Some competitively bid wheelchair accessories can be used with both competitively bid and non-competitively 
bid wheelchair base units. The KY modifier is used to identify competitively bid wheelchair accessory codes 
that are furnished for use with non-competitively bid complex rehabilitative power wheelchair bases that were 
bid in the initial Round 1 of the Program (i.e. bid prior to July 1, 2008). For beneficiaries residing in Round 2 
CBAs, the applicable non-competitively bid base units are Group 2 and Group 3 complex rehabilitative power 
wheelchairs. If a competitively bid accessory is used with these specific non-competitively bid wheelchair 
base units, the KY modifier should be affixed to the accessory HCPCS code.

1.

2.
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For example, suppose you need to bill Medicare for a competitively bid wheelchair accessory, such as a tray, 
used with the HCPCS code K083� – a Group 2 complex rehab power wheelchair – which is not included in 
the Round 2 Program. But the tray can also be used with HCPCS K000� – a high strength lightweight manual 
wheelchair – that is a part of the Program. When it is used with the Group 2 power complex rehab non-
competitively bid base item, K083�, the tray should be billed with the KY modifier.

The KG modifier should be used to identify an accessory used with a Round 2 bid base item in instances 
where the same accessory HCPCS code can be used with both competitively bid and non-competitively bid 
items. For example, a pump canister – HCPCS code A7000 – can be used in the competitive bidding negative 
pressure wound therapy – or NPWT – product category, and also with respiratory or gastric pumps, which are 
not competitively bid items. When contract suppliers submit claims for the canister used with a NPWT pump, 
the KG modifier should be affixed to the HCPCS code on the claim. Another example is the IV pole described 
by code E0776. When the pole is used with enteral pumps by beneficiaries that reside in Round 2 CBAs, the 
KG modifier should be billed with E0776.

However, the KG modifier would not be billed when the IV pole is used in conjunction with a parenteral or 
infusion pump. For your reference, the codes that require use of the KG modifier when the accessory is fur-
nished for use with a competitively bid base code are noted in the Round 2 single payment amount public use 
charts found on the CBIC website.

As a reminder, starting July 1, 2013, only contract suppliers will be reimbursed by Medicare for diabetic
testing supplies delivered to beneficiaries’ residences. Contract suppliers are required to use the KL
modifier on each claim for diabetic testing supplies furnished on a mail-order basis. Suppliers that furnish 
diabetic testing supplies on a mail-order basis that do not attach the mail-order modifier could be subject to 
significant penalties.
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The KV modifier is used to identify claims for competitively bid items that may be furnished by physicians and 
other practitioners who are not contract suppliers in a CBA. Physicians and treating practitioners who are not 
contract suppliers and who furnish walkers or folding manual wheelchairs to beneficiaries residing in a CBA 
must submit the informational KV modifier for the claim to be paid under Medicare. Physicians and practitioners 
located outside a CBA who furnish walkers or folding manual wheelchairs as part of a professional service to 
traveling beneficiaries residing in a CBA must also affix the KV modifier to the HCPCS code. Likewise, hospitals 
that furnish a walker or a folding manual wheelchair upon the date of discharge should use the J� modifier. 
However, the KV and J� modifiers should not be used by contract suppliers for walkers or folding manual 
wheelchairs.

Suppliers should submit claims with the KT modifier for competitive bidding items that are furnished to
beneficiaries who reside in a CBA but who traveled outside of the CBA where they reside.

For example, if the beneficiary lives within a CBA, such as in Albuquerque, New Mexico, and travels outside 
the CBA, such as to Billings, Montana, the non-contract supplier must use the travel modifier on claims for 
competitively bid items. The KT modifier must also be used by contract suppliers in CBAs that are different 
from the CBA where the traveling beneficiary resides. For example, if the beneficiary lives in Fresno, California 
and travels to Wichita, Kansas, and the supplier furnishes a competitively bid item, the KT modifier must be 
used on the claim.

This also applies to hospitals, physicians and treating practitioners that are located outside a CBA who furnish 
walkers and or related accessories or folding manual wheelchairs to traveling beneficiaries. The KT modifier 
must also be affixed, in addition to the KV or J� modifier, to claims submitted for these items. 

Finally, skilled nursing facilities – or SNFs – and nursing facilities – NFs – that are not located in a CBA are 
also required to use the KT modifier on claims for residents with a permanent home address in a CBA. For 
example, if a resident of the SNF has a permanent residence or address for Baton Rouge, Louisiana but is 
in a nursing facility in Jackson, Wyoming, the claim for enteral must include the KT modifier. If the claim is 
submitted without the KT modifier, the claim will be denied.
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Likewise, if a beneficiary lives outside a CBA, but the beneficiary’s permanent address on file with the Social 
Security Administration reflects the power of attorney’s address, which is located within a CBA, the KT
modifier should be affixed to the HCPCS code on the claim.
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There are some limited exemptions to participation in the Program.
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As mentioned earlier, physicians and treating practitioners – defined in regulations as physician assistants, 
nurse practitioners, and clinical nurse specialists – have the option to furnish certain types of competitively bid 
items to their own patients without having been awarded a competitive bid contract if the item is provided as 
part of the office visit. For Round 2, the only competitively bid items that they may furnish without a contract 
are walkers and folding manual wheelchairs. The physician or treating practitioner will be paid the SPA for the 
CBA where the beneficiary resides. 

Likewise, hospitals that provide walkers and folding manual wheelchairs to their patients during an admission 
or on the date of discharge and bill the DME benefit under Part B are not required to bid and be awarded a 
contract. However, a hospital-owned DME business is required to bid and must be awarded a contract to furnish 
bid items.

SNFs and NFs are not exempt and must bid to provide the enteral product category to their residents. They 
may bid as specialty suppliers, which mean they are not required to service the entire CBA, but only their own 
residents. 

Additional information on this provision may be found on the Exemptions from the Requirement to Be a Con-
tract Supplier for Competitively Bid Items and Services fact sheet, which is posted on the CBIC website.
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As a final note about exemptions, the Program’s policy does not supersede any Medicare secondary payer 
payment laws. Therefore, Medicare may continue making secondary payments for items furnished by a non-
contract supplier that a beneficiary is required to use under his or her primary insurance policy. Payment will 
be calculated in accordance with Medicare secondary payer requirements.
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If you have any questions about your contract or the Program itself, we are here to help! Please call our
customer service center at 877-577-5331 from 9 a.m. to �:30 p.m. Eastern time, Monday through Friday. 
Don’t forget that you can also contact your local CBIC liaison. Contact information for the CBIC liaisons can 
be found on the CBIC website under Contact Us.

You can also access the CBIC website at www.DMECompetitiveBid.com and the CMS website at 
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/DMEPOSCompetitiveBid/index.html.

Please visit the National Supplier Clearinghouse – or NSC - website at www.PalmettoGBA.com/NSC for
enrollment guidance on issues such as accreditation, licensure, subcontracting, and supplier standards. You 
can find the NSC phone number and e-mail address on the NSC website, too. 

And you can e-mail us your questions by either going to the Contact Us link on the homepage of the CBIC 
website or sending your e-mail to CBIC.Admin@PalmettoGBA.com.

Thank you for joining us for this webcast. This concludes the presentation.
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