


Mrs. Fiercia Leton Kalan -2- JUN 3 1970 

For the 12 m~xaths ending September 30, 1969, Occidental paid 
cltims for medical equipment amounting to $2,817 ) 300, most of which 
was for durable eqdpmewt o In Los hgeles and Orange Counties, 
Callifornia, renta% agrcemeurts between most of the larger suppliers 
and the beneficiaries carried a IL-month purchase option which provided 
few crediting the initial, rental payment to the purchase price. 

The 151) beneficiaries included in our sampILe acquired durable 
medical equipment in the following ways: 

Rented 
Purchased 
Combination rental/purchase 

At the end of September 19’69, the I.50 beneficiaries had incurred 
$47,74l in rental costs and $6,792 in gurch~asie costs, Rental charges 

incurred by 56 of the 150 beraeficiaries exceeded the purchase prices 
by about $13,000, In IL9 cases, the equipment was still being rented 
in December 1969. During interviews with six of these 19 beneficiaries, 
we were told by five that they did not know that they could purchase 
tlae equipment, and one told us that he thought he could purchase t&e 
equipment but did not understand how the purchase option worked* 

Rent&L payments exceeded the purchase prices for equipment rented 
by the 56 beneficiaries after an average of 7.2 months, These 56 
beneficiaries actially rented equipment, however, for an average petiod 
of 13.7 months, In addition, the average rental. payments for equipment 
rented by the 56 beneficiaries were about $363, while the average 
purchase price of the same rented equipment was about $199, Several 
examples of rental payments by the 56 beneficiaries that exceeded pun+ 
chase prices are summarized as follows: 

.=- A standard %crank hospital bed, priced at $262, 
was rented fm 29 months at an average rate of 
$36,66, Total rent paid was $9,063, or $801 more 
than the purchase price of the equipment. 
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expensive items of dInable medical equipment to periodic payments 
equal ta arent~ payments over the period of need. Reimbursement for 
pur&ases of inexpensive eqniyment may be made in a lump sum whcm 
less costly or more practicti than periodic pa~yments, The legisla- 
-Izion was apparently intended to discourage purchases of expxl3ive 
equlipment which may be needed for short periods of u3ec The Part R 
Intermediaxy Manual defines inexpensive equipment as any it'em of 
durable me&&G. equipment for which the reasonable charge is $50 or 
Pess, 

Three additional beneficiaries of the 19 stilE renting equip 
merit in December 2869 informed us that they wanted to purchase the 
ecpwipment but could not afford the lump-sum payment required by the 
suppll.iers 0 P~~chase'prices of the equipment rented by these benefi- 
ciaries ranged from $294 to $534, CSccideartal ~fficitis agreed that 
the lump-sum reimbursement aregulation could discourage purchase 
when rental seemed less economical, but stated that they had strict2.y 
enforced the regulation by Jimiting lump--sum reimbursement to items 
of $50 or less. 

Most of the durable medical equipment rented by the benefi- 
eiaties in our sample was priced in excess of $50, as shown below: 

Equipment items rented 

Number Percent 

26 23 
42 20 
49 24 
16 8 
62 31 
3 4 

Items rented by 
56 beneficiaries whose 

renta.l payments exceeded 

Tcrtz2.s 202 100 
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We recognize that if cilarx3ers were to determine under the reason- 
able charge criterta that it would be less expensive in a given case 
to prcbase the equipment and Pimit reimbursement 3x1 the purchase 
price, it may not be reasonable to exy?lect a beneficiary to make a 
3cumpsum paym~ent for the purchase and then receive partial pafllents 
cm a per5odie basis w&i% 80 percent of the cost is recovercde SSA 
may be able to overcome this problem by revising its definit5.on of 
inexpensive equipment to take into account the estimzted period of 
'Be. For exmplte, a $50 item may be considered inexpensive if it is 
to be used for 3 months, but a $100 item may also be considered inex- 
pensive if needed for 6 months, Such a deeiKtti.sn may be cmsistent 
with the $egis%athpl which st’ates tkwt Pump--sum payments may be made 
for purchase s of ixzexpensive equipment if the Secretary of HeaSth, 
Edtbwki..on, and Welfare (HEW) finds that such method of payment is 
less c or than periodic payments, 

merit be accompanied by a pbysicfan*s prescription aa evidence of th’e 
medical necessity for such equipment, The prescription is to incb.tde 
the reason the equipment is required and the estfmated period of need, 
The guidelines allow the carrier to make reasonable inferences i!~oan 
other information on the prescription when any required infomation fs 
la&ingo, 

0ccidenk.l officials advised us that a physician’s prescription 
is required only when the information in the beneficiaryrs claim file 
is insufficient to establish the medical neeessit~7 for dnr&Kl.e medicJaIL 
equipment. They further stated that the physician*s diagnasis of the 
beneficiarySs illlness shown on the CI..aim form is generally considered 
sufficient for the claims examiner’s determination of medical, necessity, 
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