A Look at Medicare Improper Payments in Durable Medical
Equipment, Prosthetics, Orthotics, and Supplies
Introduction
Analyzing government or third-party reports and data, the Council for Medicare Integrity, a nonprofit
organization advocating for proper Medicare billing, created this analysis to review the rates of improper
billing among claims for Durable Medical Equipment (DME) – an area that has been previously flagged
by the Centers for Medicare and Medicaid Services (CMS) as having high rates of billing errors.
The Council analyzed data provided by the CMS in the Supplementary Appendices for the Medicare
Fee-for-Service (FFS) 2015 Improper Payment Report. The appendices contain the data that will
eventually become what is known as the CMS’s 2015 Comprehensive Error Rate Testing (CERT) report.
The CERT Program evaluates statistically valid random samples of claims to determine if they were paid
properly under Medicare coverage, coding, and billing rules.

What is DMEPOS?
Medicare Part B covers medically necessary Durable Medical Equipment, Prosthetics, Orthotics, and
Supplies (DMEPOS). These items are prescribed by a doctor for use in a beneficiary’s home.
All beneficiaries with Part B coverage are eligible for services under DMEPOS. If a beneficiary is
prescribed DMEPOS, he or she pays 20 percent of the Medicare-approved amount.
According to the CMS website, the following are examples of services included under DMEPOS:
● Air-fluidized beds and other support surfaces
●

Blood sugar monitors

●

Blood sugar (glucose) test strips

●

Diabetic supplies

●

Canes (except white canes for the blind)

●

Commode chairs

●

Continuous passive motion (CPM) machine

●

Crutches

●

Hospital beds

●

Infusion pumps and supplies (when necessary to administer certain drugs)

●

Manual wheelchairs and power mobility devices

●

Nebulizers and nebulizer medications

●

Oxygen equipment and accessories

●

Patient lifts

●

Sleep apnea and Continuous Positive Airway Pressure (CPAP) devices and accessories

●

Suction pumps

●

Traction equipment

●

Walkers

DMEPOS Error Rate
Overpayments
According to the CERT data, DMEPOS has an improper payment rate of 39.9 percent, draining $3.2
billion from the Medicare Trust Fund each year. The DMEPOS billing error rate (39.9 percent) is three
times larger than the national Medicare Fee for Service improper payment rate, which stands currently at
12.1 percent.
Underpayments
Unlike other claim types with some amount of underpayments -- or claims that were underbilled
according to Medicare policy and require the provider or supplier to be paid more for the services they
billed – interestingly, DMEPOS had $0 in underbillings, meaning all billing errors in this service category
were a result of billing the Medicare program too much for services provided, not too little.
Common Errors
The most common error in DMEPOS billing is Insufficient Documentation, which accounted for $2.6
billion of the total $3.2 billion in waste in this billing category.
According to the 2014 CERT report:
●

No Documentation Claims are placed into this category when the provider or supplier fails to
respond to repeated requests for the medical records or when the provider or supplier responds
that they do not have the requested documentation.

●

Insufficient Documentation Claims are placed into this category when the medical
documentation submitted is inadequate to support payment for the services billed. In other words,
the CERT contractor reviewers could not conclude that the billed services were actually provided,
were provided at the level billed, and/or were medically necessary. Claims are also placed into
this category when a specific documentation element, required as a condition of payment, is
missing. This would include a physician signature on an order, or a form required to be completed
in its entirety.

●

Medical Necessity Claims are placed in this category when CERT reviewer makes an informed
decision from medical record documentation submitted that the services billed were not medically
necessary according to on Medicare coverage and payment policies.

●

Incorrect Coding Claims are placed in this category when the provider or supplier submits
medical documentation indicating (1) a different code than that billed, (2) that the service was
performed by someone other than the billing provider or supplier, (3) that the billed service was
unbundled, or (4) that a beneficiary was discharged to a site other than the one coded on a claim.

●

Other Claims are placed into this category if they do not fit into any of the other categories (e.g.,
duplicate payment error, non-covered or unallowable service).

According to the CERT reporting, hospital beds/accessories are the DMEPOS service with the highest
improper payment rate – misbilling in 85.3 percent of all claims. Claims for manual wheelchairs are
overbilled in 81.3 percent of cases, and surgical dressing claims were overbilled in 72.5 percent of cases.
The table below lists the top 20 service types with the highest improper payments in DMEPOS.

Of providers that bill Medicare for services related to DMEPOS, podiatry has the highest improper
payment rate, overbilling in 66.8 percent of claims. Podiatry is followed by medical supply companies
with pedorthic personnel (59.1 percent improper payment rate) and multispecialty clinics or group
practices (57.9 percent improper payment rate).
A full list of improper payment rates and provider types can be found below.

Summary
Medicare loses more money to wasteful spending than any other program government-wide, with more
than $60 billion in erroneous billing each year.
The consistently high rates of improper payments within the DMEPOS industry are very concerning and
a significant drain on the Medicare Trust Fund. With both the Congressional Budget Office and Medicare
Trustees warning that at current spending rates the Medicare program will be insolvent within the next
ten to fifteen years, it is more important than ever to rein in sources of egregious misbilling and return
improperly billed taxpayer dollars back to the Medicare Trust Fund.
The Recovery Audit Contractor (RAC) Program was put in place by Congress to identify and return
improperly billed Medicare funds back to the Trust Fund. Since the RAC program began, more than $10
billion has been returned to Medicare, lengthening the life of the program by two full years.
Due to the egregious level of DMEPOS improper payments, CMS has decided to pull this category out of
its regional auditing structure and create a fifth auditing area devoted solely to looking at DMEPOS
claims. This change will go into effect shortly when new RAC contracts are executed.
Due to pressure from Medicare provider groups who oppose the auditing of the Medicare claims, the
work of the RAC program has recently been scaled back significantly. Auditors used to look at 2 percent
of a provider’s Medicare claims. Today, Recovery Auditors can only look at .5 percent of a provider’s
claims, leaving 99.5 percent of Medicare claims not reviewed for billing accuracy. As a result, improper
payment recoveries have plummeted, while Medicare continues to lose tens of billions of dollars each
year to wasteful spending -- raising more concern than ever about the future solvency of the program.
With Medicare bankruptcy looming, now is the time to get the RAC program back up and running at
previous levels to breathe life back into the fiscal future of the program for the millions of Americans who
rely on it for their health care needs.

