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Supplier Exit from Oxygen Equipment
Business – Revised
Joint DME MAC Publication
Recently the Centers for Medicare & Medicaid Services (CMS) issued instructions to the Durable
Medical Equipment Medicare Administrative Contractors (DME MACs) to process claims for
replacement oxygen and oxygen equipment in the event that a supplier exits the Medicare oxygen
business, whether voluntarily or due to revocation of billing privileges, and is no longer able to
continue furnishing oxygen and oxygen equipment. This applies to both competitive bid and noncompetitive bid areas.
In these situations, CMS considers the equipment "lost" under the Medicare regulations at 42 CFR
§414.210(f), which provides that a patient may elect to obtain a new piece of equipment if the
equipment has been in continuous use by the patient for the equipment's reasonable useful lifetime or
has been lost, stolen or irreparably damaged. When considering "lost" equipment, the DME MACs
will establish a new 36-month rental period and reasonable useful lifetime for the new supplier
furnishing replacement oxygen and oxygen equipment on the date that the replacement equipment is
furnished to the beneficiary.

Obligations of Exiting Supplier
Suppliers voluntarily exiting the Medicare program are reminded that they are in violation of their
regulatory and statutory obligations. Section 1834(a)(5)(F)(ii)(I) requires that the supplier that
received the 36th month rental payment continue furnishing the oxygen equipment during any period
of medical need for the remainder of the equipment's reasonable useful lifetime. Further, 42 CFR
414.226(g)(1) requires, barring a few exceptions, that the supplier that furnishes oxygen equipment in
the first month during which payment is made must continue to furnish the equipment for the entire
36-month period of continuous use, unless medical necessity ends. As such, oxygen suppliers that do
not fulfill their oxygen obligations and voluntarily exit the Medicare oxygen business are not in
compliance with the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS)
supplier standards set forth at 42 CFR 424.535(c). Violations of the supplier standards are reported to
the National Supplier Clearinghouse.
Suppliers voluntarily exiting the program are strongly encouraged to provide a minimum of thirty (30)
days notice to the beneficiary of their intention to no longer provide oxygen therapy services. This
should be provided in writing and may take one of two forms:
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• A letter to the beneficiary notifying them of the supplier's intention to discontinue oxygen
therapy services. The letter must specify a date upon which this will occur; or,
• Working with the beneficiary, a letter to a new supplier selected by the beneficiary, transferring
provision of oxygen therapy services to the new supplier as of a specific date.
Suppliers exiting through revocation are not subject to the notification requirements suggested above.

Obligations of New Supplier
For suppliers who receive beneficiaries from providers who have exited the Medicare oxygen
business, claims for replacement equipment must:
• For the first month claim, append the RA modifier (Replacement of a DME item) on the claim
line(s) for the replacement equipment; and,
• Document in the narrative field of the claim that "Beneficiary acquired through supplier
voluntarily exiting Medicare program" or similar statement.
◦ When submitting claims electronically, use loop 2400 (line note), segment NTE02
(NTE01+ADD) of the ASC X12, version 5010A1 electronic claim format.
◦ When billing using the Form CMS-1500 paper claim, include the narrative information in
item 19 of the claim form.
◦ Home health agencies billing using the UB-04 paper claim may report this information in
Form Locator 80 (Remarks).
In addition to providing the above information on the replacement equipment claim, in the event of an
audit, suppliers should be prepared to provide documentation demonstrating that the beneficiary was
transferred from a supplier exiting the Medicare oxygen program. Examples of documentation to meet
this requirement include:
• Copy of notice sent to the beneficiary from the old supplier indicating that the supplier's
services were being terminated; or,
• Letter from the old supplier to the new supplier indicating transfer of the beneficiary due to the
voluntary exit from the Medicare program; or,
• Attestation statement from the beneficiary indicating that the beneficiary (or their caregiver) has
attempted to contact their existing supplier and has been unable to obtain service.
If the new supplier is unable to obtain the documentation required above, the supplier may not append
the RA modifier to the claim and may not initiate a new 36-month capped rental period.
Suppliers accepting transfer of beneficiaries are reminded that all Medicare rules apply. This includes
obtaining:
1. New order;
2. New initial Certificate of Medical Necessity (CMN)
a. Repeat blood gas testing is not required. Enter the most recent qualifying value and test
date. This test does not have to be within 30 days prior to the Initial Date. It could be the
test result reported on the most recent prior CMN.
b. There is no requirement for a physician visit that is specifically related to the completion
of the CMN for replacement equipment.
3. Medical necessity documentation as outlined in the Oxygen LCD.
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Suppliers should review the entire Oxygen LCD and Policy Article for additional information on
coding, coverage and documentation requirements.
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