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My name is Karyn Estrella.  I am the executive director of the Home Medical Equipment and 
Services Association of New England (HOMES).   HOMES is the regional trade association 
representing providers of home medical equipment (HME) and supplies, home oxygen therapy, 
complex wheelchair/assistive technology, home infusion therapy and related services in the six New 
England States. HOMES has 119 unique HME provider members in 221 locations throughout New 
England and we estimate that approximately 75% of the Medicare beneficiaries in New England 
receive their home medical equipment, supplies and services from a HOMES member.  
 
The Association appreciates the opportunity to testify at this Regulatory Fairness Hearing about our 
concerns and issues with the DMEPOS Competitive Bidding program. 
 
The Home Medical Equipment (HME) sector is largely comprised of small independently-owned 
local businesses. 76% of HOMES members report annual revenue of $5M and under, 40% of those 
members report annual revenue of $1M and under. They report employing 1,220 people throughout 
New England. Our members are licensed and accredited by agencies that have been approved by 
the Center for Medicare and Medicaid Services (CMS).    
 
Just one year after CMS announced that it plans to expand community and home-based care, they 
are implementing a program that will destroy the very infrastructure they need to make that happen. 
The Association does not believe that Congress intended to put small companies out of business 
and force them to lay off staff when it passed the Medicare Modernization Act in 2003. Yet, in spite 
of the warning from 244 auction experts that this program is destined to fail, CMS has done just that.  
 
In its letter dated June 4, 2013 to Acting National Ombudsman Yolanda Swift, CMS made several 
claims that are not accurate. The Association will counter several of these erroneous claims with 
information we are hearing from our members and, in some cases, with information from CMS’ own 
website.  
 
Claim:  “We have established a 30 percent target for small supplier participation, thereby; ensuring 
efforts are made to award at least 30 percent of contracts to small providers.” 
 
Counter:  The Association has no comment on the percentage of small providers that were awarded 
contracts, however, we question the manner in which CMS selected contract suppliers which will 
lead to companies going out of business or down-sizing substantially, based on what happened in 
Round 1. Many HOMES members report being awarded only one contract in spite of bidding in 
several categories. Based on precedence from Round 1, there is a high likelihood that these 
companies will not receive any business from hospital discharge planners. In order to discharge a 
patient from the hospital or nursing home, the patient will typically need several pieces of home 
medical equipment. For example: If a patient being discharged needs oxygen, a hospital bed and a 
walker, the discharge planner will contact one HME provider to make these arrangements. If the 
company they normally used now only has a contract for oxygen, the discharge planner will stop 
using them because they do not have the time to contact multiple companies to order separate 
pieces of equipment. They will go to the CMS website, look for companies who were awarded all or 
most of the contracts (typically a national company) and they will start referring to them. So, 
technically, although CMS may be meeting or exceeding their targeted number for small provider 
contracts, it is the manner in how they select and distribute these contracts that is a problem for 
small businesses.  



Page 2 

Claim:  “One important contract term and beneficiary protection is the requirement that contract 
suppliers must service the entire CBA.” 
 
Counter:  HOMES has received numerous calls from members reporting that they are having a 
difficult time finding out of state contract suppliers who plan to honor their contractual requirements. 
Here are a few examples. 
 

“I spoke with a company out of Agoura CA, Nationwide Medical Inc., 3263 miles from Boston 
where they have been awarded one of the contracts for the Boston CBA in the oxygen 
category. When I called inquiring on how they planned to service the Boston CBA, they said 
they do not plan on doing any oxygen business in Boston because they are not in the oxygen 
business. They are in the CPAP and CPAP supplies business only. So what I am wondering 
is did CMS look into the business plans of these company's at all that won bids? After calling 
many companies in the oxygen and enteral formula business I am sure the answer is no. I 
also called Nutri USA/Nutri USA Inc. in Brooklyn NY (224 miles from our CBA) and asked 
what their plans are to service the Boston CBA in the enteral section. They did not answer 
my questions, kept asking me if I was calling from Medicare, and ended up hanging up on 
me.  Then they kept calling me back from a different phone number (on caller ID) asking if 
the number they are calling is a Medicare phone number. I do not believe this is a real 
company. 70% of the out of state companies that I have called have no plan for servicing the 
Boston CBA. I think this is very bad news for the people of Massachusetts and the rest the 
country.” 
 
“We already shut down our considerable DME business in the Springfield MA CBA.  We won 
NO bids in Western MA.  I do not see a legitimate power mobility supplier with any local 
presence in the Springfield CBA.  We have been sending referrals to a company that won 
the bid for wheelchairs, standard manual and power wheelchairs and they have told us to 
stop.  They told us they are only doing hospital beds under the contract in the Springfield MA 
location. So now we are telling our clients to contact 1-800-Medicare.” 

 
Claim:  “70 percent of contracts for the Round 2 DMEPOS competitive bidding program were 
awarded to suppliers already furnishing DMEPOS items in the CBAs.” 
 
Counter:  Here is the breakdown of contract suppliers, by product category, for the seven CBAs in 
New England. This information was obtained from the Medicare website: 
medicare.gov/supplierdirectory.  
 

 CPAP – Of the 169 contracts awarded, 110 (or 65%) are out of state companies as far away 
as California and Florida with no presence in the CBA. 

 Manual and power wheelchairs – Of the 71 contracts awarded, 48 (68%) are out of state 
companies with no presence in the CBA. It should be noted that the percentage of out of 
state companies, by CBA, is much higher.  Example: In the Bridgeport-Stamford-Norwalk CT 
CBA, all 9 contracts were awarded to out of state companies with no presence in the CBA.  
In the Springfield MA CBA, 6 out of 7 contracts were awarded to out of state companies. One 
contract was awarded to a company in Florida that is a diabetic company. 

 Oxygen – Of the 157 contracts awarded, 70 (or 45%) are out of state companies with no 
presence in the CBA.  It should be noted that in all but one CBA, contracts were awarded to 
companies as far away as California and Florida. 

 Hospital beds – Of the 113 contracts awarded, 48 (42%) are out of state companies with no 
presence in the CBA. Contracts were awarded to companies as far away as Florida in all 
seven CBAs. 
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 Enteral nutrition and supplies – Of the 153 contracts awarded, 99 (or 65%) are out of state 
companies with no presence in the CBA. Contracts were awarded to companies as far away 
as Florida and California in all seven CBAs. 

 Mail order diabetic supplies – All 161 contracts (23 in each CBA) were awarded to out of 
state companies, as far away as California and Florida. 

 Negative pressure wound therapy – Of the 79 contracts awarded, 60 (or 76%) were awarded 
to out of state companies.  In all but two CBAs (Springfield MA and Worcester MA), contracts 
were awarded to companies in California. 

 Support surfaces – Of the 69 contracts awarded, 42 (or 61%) are out of state companies. In 
the Springfield MA CBA, 9 out of 10 contracts were awarded to out of state companies with 
an average distance from the center of the CBA being 1080 miles.  In the Worcester MA 
CBA, 9 out of 10 contracts were awarded to out of state companies with an average distance 
from the center of the CBA being 965 miles. 

 Walkers – Of the 99 contracts awarded, 59 (or 60%) were awarded to out of state 
companies. In Rhode Island, not one contract was awarded to an independent company in 
the state. Yet Walmart was awarded contracts in all CBAs. 

 
Claim:  “CMS has now awarded contracts to experienced national and local suppliers across the 
country . . .” 
 
Counter:  The Association believes that the analysis above obtained from Medicare’s own website 
and the feedback from our members provides enough evidence to refute this claim. 
 
Due to the large number of contracts that were awarded to out of state companies, hundreds of 
small businesses in New England have effectively been shut out of the Medicare program through 
no fault of their own.  
 
Claim:  “Contract suppliers are also given the opportunity to subcontract with other local suppliers.” 
 
Counter:  While subcontracting is technically available, due to average reimbursement cuts of 45%, 
most of our members are telling us that they are unable to subcontract for a variety of reasons – 
unsustainable reimbursement rates being one.  For companies who may be willing to enter into a 
subcontract, here is the experience of one of Connecticut members: 
 

“We have been in business for over 15 years.  We did bid and did not receive any contracts.  
We have started the process of talking to companies who did win bids about becoming sub-
contractors for them.  This experience has been completely depressing and demoralizing.  
We are primarily an oxygen/respiratory company, but do other DME as well.  What is 
shocking to me is that I have had detailed conversations with a company in North Carolina 
and in California, who both won bids to provide oxygen in Connecticut?  Really, how exactly 
do they do that?  Here we are - a company located in Connecticut, who has been providing 
oxygen for 15 years to Connecticut residents.  We are more than happy to continue providing 
oxygen to Medicare beneficiaries in Connecticut even at the reduced reimbursement rates, 
but I am forced to talk to a company in North Carolina and California about begging them to 
let me continue providing oxygen to Medicare beneficiaries in Connecticut for the meager 
amounts of reimbursement they are willing to throw my way.  It's just downright offensive to 
make us share the lower reimbursement rates with an out of state company when we can do 
it ourselves and are prepared to bill Medicare ourselves also.  Who benefits in this calculus?  
Why did CMS feel the need to create a whole new industry of national companies who won 
bids all over the country and look to subcontract with actual operating companies?  Does that 
help me, the little guy, the independent local company who has been working with local 
residents for 15 years?   



Page 4 

If this goes through we will be laying off at least 20% of our staff, and I may just go out of the 
Medicare business - my view is, if CMS created this, let them figure out how they can have a 
company provide oxygen to a beneficiary who lives 3,000 miles away from them.  As a 
business person, I'll figure it out, but it's the beneficiaries who will be left, literally, unable to 
breathe.” 

 
We have members who have been in business for several decades, in a few cases 100 years. They 
bid responsibly to ensure that if they were awarded contracts they would still be able to provide the 
same quality of products and service that their customers have come to expect and for which they 
pride themselves. Their reward?  None or only one contract – not enough to sustain themselves. We 
are aware that many of our members have already laid off staff and more layoffs are coming – this 
includes members that are contract suppliers. The DMEPOS competitive bidding program is a 
company and job killer.  
  
In closing, we would like to share two stories from members about the negative impact competitive 
bidding is having on their companies. 

 
“I have not made a sales call in 18 years. I was content to remain small and close to my 
patient base. Superior service and reputation served me well (no longer a working 
paradigm).  My biggest referral source was patients dissatisfied with the national companies 
- that part ended with the 36 month charade (the cap on oxygen equipment payments). Now 
I'm being asked to take this “anti-competitive” bid price and exist with giant corporations that 
have thousands of times my patient base. Yeah right.  Frankly, the fact that service has been 
marginalized and oxygen made a mere commodity has pushed me to the point of 
considering closing my doors. I promised myself if I could not treat each patient as well as I 
was able to treat my Father, it was time to get out. I can't imagine existing as a business 
more than 2 months in the competitive bid era. What of my employees and patients? What 
will they do?” 
 
_____________________________________ 
 
“My name is Jaclyn Lombardi. I am writing on behalf of Advantage Home Medical 
Equipment. We are a family owned and operated HME company that was started by my 
father and two uncles back in 1984. I am lucky enough to have been a part of this company 
for the past 12 years, working along with my uncle, Jon Lombardi, to try and make this 
company not only successful, but an enjoyable place to work. We have mostly long time 
employees, two of which have been employed with us since day one. 
  
With competitive bidding looming over us we have been forced to make several cutbacks to 
keep the business alive and profitable. We have had to lay off employees, we have closed 
one of our locations, all management level employees were faced with a cut in pay and we 
are considering putting in place a work share program. 
  
We participated in the bidding portion of the program, but refused to submit a bid that was 
below what we felt we could do business at. Therefore, we were not offered any contracts. 
After seeing what the fees had been reduced to, it is doubtful that we would have accepted 
any contract had it been offered to us. It is very disappointing to see that companies who 
have no presence in our state, do not have proper licensure, and are not properly accredited 
were awarded contracts. Clearly CMS did whatever they felt would work best for them once 
the bidding process had closed. 
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Medicare represents about 30% of our business and even though we will be faced with this 
loss come July 1st, we are still optimistic that we will remain a successful company. We have 
long had retail showrooms and have recently expanded the private pay lines that we carry in 
hopes that this will partly make up for the Medicare loss. With not billing Medicare as of July 
1st, we will be able to focus our energies more on good business including our HMO, VNA, 
and hospice contracts as well as private pay business. Thank you for this opportunity to 
share our story.” 

 
The DMEPOS competitive bidding program, as it is currently being implemented, is a significant 
threat to small, independently owned businesses and their ability to provide quality products and 
services to our country’s seniors and disabled citizens. We hope the Small Business Association will 
contact CMS with a request to delay this program prior to its implementation date of July 1, 2013 in 
order to conduct a thorough and thoughtful review of the program. Thank you again for the 
opportunity to speak today. 
 
Karyn Estrella, CAE 
Executive Director 
Home Medical Equipment & Services Association of New England 
515 Kempton Street 
New Bedford, MA  02740 
508-993-0700 
karyn@homesne.org 
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