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Fiscal Implications:   The Office of Health Care Assurance (OHCA) Special Fund does not

currently have sufficient funds to implement or support this new program.  Approximately

$225,000 over the next two (2) fiscal years and two (2) new full time, permanent, civil service

positions would be required which are not part of the governor’s budget proposal.

Department Testimony: The department appreciates the intent of this bill with the following

COMMENTS and concerns:

1. Licensure Fee:  the department would prefer to establish a licensure fee in administrative

rules rather than by statute.  The administrative rules are well on their way to a final draft

and will include licensure fees on other types of healthcare providers as well.  The

department expects to have the rules ready for public hearing by the end of the calendar

year at the latest.

2. Priorities, Staff and Funding:  the department appreciates the legislature’s recognition of

the need to support the department’s current licensure programs by providing staff

resources for this DME licensure program and in support of the department’s other
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current licensure programs.  However, the language in the bill should be clarified to state

that the staff resources are new positions to be created and established.  Otherwise, the

bill appears to imply that the positions already exist within the department, which they do

not.  The bill language is also unclear on how these positions would be funded, such as if

solely from the DME licensure fees.  The department would prefer these positions to be

general funded with the knowledge that licensure fees would be collected and deposited

to the OHCA special fund and could be used to offset the general fund.  The OHCA

special fund currently does not have the funds to support the expected expenditures and

would not have the funds from the DME licensure program until several months into

implementing the program.

Nevertheless, the department appreciates the legislature’s support and for hearing the

department’s concerns.

Thank you for the opportunity to support the intent of this bill and to provide comments.
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WRITTEN COMMENTS ONLY

TO THE HONORABLE DELLA AU BELATTI AND THE HONORABLE DEE MORIKAWA, CHAIRS,
AND MEMBERS OF THE COMMITTEES:

Thank you for the opportunity to provide written comments on this measure. The

Business Registration Division of the Department of Commerce and Consumer Affairs

offers a technical comment regarding this draft’s impact to business registration law and

take no position beyond our area of expertise.

This bill requires the Department of Health to implement a licensing program for

durable medical equipment suppliers. State business registration is required in three

proposed new HRS sections of this bill:

1. §321-D(b), relating to licensing;

2. §321-E(b), relating to annual inspection; and

3. §321-G(b), relating to supplier duties.



Business Registration Division
March 18, 2015
HLT-HUS Committees
SB 307, SD2
Pg. 2 of 2

To avoid confusion, changes were made to the Senate Draft 1 of this bill to clarify

and make consistent the business registration documentation requirements. However,

the language remains inconsistent in this Senate Draft 2. We suggest making the

following change to §321-D(b)(3) to conform to the other two like-provisions in this

Senate Draft 2:

§321-D Licensing. (a) All suppliers shall be licensed.

(b) A supplier shall be licensed if:

(1) The supplier maintains an appropriate physical location within the State;

(2) The supplier has passed an annual inspection performed by the office of

health care assurance; and

(3) The supplier provides proof that it has complied with the business

[regulation] registration laws of the State and has all required tax

identification numbers.

Thank you for the opportunity to offer these comments on Senate Bill No. 307,

SD2.
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TESTIMONY ON SENATE BILL NO. 307, S.D. 2, RELATING TO HEALTH.

TO THE HONORABLE DELLA AU BELATTI, CHAIR,
TO THE HONORABLE DEE MORIKAWA, CHAIR,
 AND MEMBERS OF THE COMMITTEES:

 My name is Lee Ann Teshima, Executive Officer for the Board of Pharmacy

.  I appreciate the opportunity to testify on Senate Bill No. 307, S.D. 2, Relating

to Health, that establishes licensure requirements for durable medical equipment

suppliers through the Office of Health Care Assurance.

 The Board supports this bill with the following amendments:

 Board licensed/permitted pharmacies should be exempt from the Department of

Health  licensing and inspection requirements because dispensing of

prescription drugs and devices are already covered under the pharmacy

license/permit.  A new subsection may be added to read as follows:

-   Exemptions.  Pharmacies licensed or permitted under section 461, HRS

 are exempt from these licensing requirements.
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Durable medical equipment  means equipment that can stand repeated use, is

primarily and customarily used to serve a medical purpose, is generally not

useful to a person in the absence of an illness or injury, and is appropriate for

use in the home.  Durable medical equipment shall not contain any prescription

drug.

 Thank you for the opportunity to testify on Senate Bill No. 307, S.D. 2.
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Testimony Supporting Senate Bill 307, SD2, Relating to Health ( Licensure;
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Linda Rosen, M.D., M.P.H.
Chief Executive Officer

Hawaii Health Systems Corporation

On behalf of the Hawaii Health Systems Corporation (HHSC) Corporate Board of
Directors, thank you for the opportunity to present testimony in support of Senate Bill
307, SD2, which establishes licensure requirements for durable medical equipment
suppliers through an annual inspection by the office of health care assurance and
appropriates funds from the office of health care assurance special fund to administer
the durable medical equipment licensing program .

The Medicare program implemented a bidding process for the award of contracts to
supply durable medical equipment to Medicare patients a few years ago.  Unfortunately,
the vast majority of the vendors in the program are located on the mainland, which
causes logistical and communication problems resulting in delays in receipt of the
equipment.  Not all vendors who are located here are allowed to provide all types of
equipment.  Last year, Maui Memorial Medical Center estimated a loss of $516,096 in
one year due to the delays in discharging patients who were not able to obtain the
necessary equipment to use at home.  (2 day delay x $1344 room and board rate x 4
patients per week = $10,752.  52 weeks = $516,096.).  Our other acute facilities are
facing similar delays.
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More important than the lost revenue is the fact Maui Memorial Medical Center’s acute
beds have been consistently full for the past year.  Patients needing the acute beds are
being held in the Emergency Department or elsewhere while patients who are ready to
be discharged, but for the needed equipment, occupy the acute beds.  Therefore, the
care of our patients is affected by this delay in the discharge process.

We support the changes in SD1, particularly to place the equipment vendors within local
licensing regulations administered by the DOH, Office of Healthcare Assurance.  By
adding this licensing and oversight requirement, the State can better ensure that the
vendors meet the needs of the patients and meet explicit standards, including the timely
supply of needed equipment.

We support this measure as currently drafted (SD2).  Thank you for the opportunity to
testify.
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 Senior Vice President
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The Queen’s Health Systems would like to provide support for legislative efforts that will
increase the quality of services provided to our patients need durable medical equipment.

Like many other facilities, we have had issues with durable medical suppliers who compete in
the Medicare national competitive bidding program.  Many of the suppliers participating in this
program are located thousands of miles from Hawaii.  Because of the large distances and time
differences, it is often hard for our staff to engage with these suppliers to even check on the
status of previously placed orders.  We have many cases where our staff is unable to contact
vendors to obtain needed equipment and many contracted vendors are unable to fulfill our orders
in a timely fashion.

The many issues we have had with these contracted vendors has directly and negatively impacted
the quality of care our patients receive.  This happens because of delayed discharges to the
appropriate settings and, sometimes, because the right equipment is simply not delivered.

We would ask for your support to ensure that Hawaii residents are able to get the highest
possible quality of care.  Thank you for your time and consideration of this matter.
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March 18, 2015

Honorable Della Au Belatti, Chair
Honorable Richard Creagan, Vice Chair
House Committee on Health

Honorable Dee Morikawa, Chair
Honorable Bertrand Kobayashi, Vice Chair
House Committee on Human Services

RE: SB307 SD2  Relating to Health

Chair Belatti, Chair Morikawa, Vice Chair Creagan, Vice Chair Kobayashi and Members of the
Committees:

submits comments in opposition of
SB307 SD2, which among other things

additional regulations and fees that would accompany passage of this measure. In effect, the bill
undermines existing Medicare procurement policy, thus reducing competition and driving up
costs for Medicare recipients.

attention to the possible impact that this bill could have on
creating a monopoly in certain situations if suppliers choose not to compete in Hawaii.

The concerns expressed by the Department of Health with regard to the ongoing
expense derived from this program, as well as whether there is adequate staffing to execute this
measure, are also worth considering should this measure advance.

Thank you for allowing HAHP to testify in opposition to SB307 SD2.

Sincerely,

Wendy Morriarty
Chair, HAHP Public Policy Committee

Cc: HAHP Board Members
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The Honorable Della Au Belatti., Chair
House Committee on Health
The Honorable , Dee Morikawa, Chair
House Committee on Human Services

Re: SB 307, SD2  Relating to Health

Dear Chair Au Belatti, Chair Morikawa and Members of the Committees:

The Hawaii Medical Service Association (HMSA) appreciates the opportunity to testify on SB
307, SD2, which would establish licensure requirements for durable medical equipment (DME)
suppliers.  HMSA has grave concerns with this Bill.

It has long been -being of our members and for
all the people of Hawai`i.  But, we also are cognizant of the need to provide services and
products our members demand, in the most efficient way.  We need to do our part to contain the

HMSA has concerns with this Bill because it will drive up costs for all of our plans and not only
the Medicare plans.  .  Under the original Medicare program, purchases of DME must be made
exclusively from the list of vendors secured under the CMS DME procurement contract.  This
Bill will require all DME vendors to be licensed and have a physical local presence.  Since the
Bill applies to all DME vendors, it will drive up costs. Not only for Medicare members, but for
our commercial, QUEST, EUTF, and ETUF retiree plans, as well as our MA plans.  This
legislation will:

 Reduce competition
 In some cases, effectively create monopolies; and
 Worst of all, potentially eliminate the availability of any vendor for a particular DME.

Some devices are only supplied by a few DME vendors, and Medicare will deny claims
from non-Medicare-procured vendors.  Should a Medicare-approved vendor choose not
to have a local presence, as is required under the Bill, beneficiaries may lose access to
those devices.

We understand the main concern of the proponents of this measure is a lack of timely
accessibility to DME, and there is a belief that a vendor with local presence will resolve that
problem.  We are informed that there are certain DME that vendors simply will not store locally
or already have decided not to offer.  Consequently, the concern will not be addressed by this
Bill.

HMSA believes in the importance of ensuring cost-effective access to quality DME from
suppliers that members can trust.  HMSA has concerns with this Bill because it will have the



immediate effect of reducing competition and, consequently, driving-up the cost of health care
for our members and the State. Simply put, this Bill is not consumer friendly.

Thank you for allowing us to testify on SB 307, SD2, and you consideration of the concerns we
have raised is appreciated.

Sincerely,

Jennifer Diesman
Vice President, Government Relations
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Rep. Della Au Belatti, Chair, HLT Committee
Rep. Richard Creagan, MD, Vice Chair, HLT Committee

Rep. Dee Morikawa, Chair, HUS Committee
Rep. Bert Kobayashi, Vice Chair, HUS Committee
House Committees on Health and Human Services

Patrick Harrison
Department of Social Services
Aloha Nursing Rehab Centre

Re: Testimony in Support: SB307 SD2 – Relating to Health (DME Licensure)

Aloha Nursing Rehab Centre is a skilled nursing facility licensed for 141 Medicare/Medicaid beds located in Kaneohe,
Hawaii. Our skilled nursing facility has been in operation since 1988, and continues to provide skilled nursing services for
individuals transitioning out of the hospital and back into the community in addition to other services including Hospice,
respite, intermediate, and adult day care.  In the past five years, patient admissions have continued to increase from
hospitals [Figure 1], while discharges have also increased [Figure 2], resulting in much higher patient turnover rate with
a lower patient occupancy rate. Moreover, Medicare days continue to have an increasing trend from patients at our
facility since the implementation of the Round 2 Medicare’s DME Competitive Bidding Program in July 1, 2013 [ Figure 3].

Due to an increasing patient turnover from hospitals and back into the community, it is paramount to promote an
effective and  timely means for obtaining necessary equipment to ensure patient safety and autonomy, reduce
hospitalizations, and minimize overall healthcare costs in Hawaii’s community. As such, I am thankful for the opportunity
to testify in support of SB307 SD2, which establishes licensure requirements for durable medical equipment (DME)
suppliers through the Department of Health’s Office of Healthcare Assurance.

Since the implementation of Medicare’s Round 2 Competitive Bidding Program on July 1, 2013, our facility has had to
adapt to many changes when ordering necessary medical equipment for our patients.  Most significant of these, are the
delays when ordering equipment from Medicare DMEPOS contracted medical suppliers. While rarely our facility has
delayed discharge for a patient needing medical equipment, we instead loan our own equipment out in the hopes that it
will be returned once the order for requested equipment is completed.

Not only has this placed undue liability on our facility for providing interim equipment, especially since we are not DME
providers; the Program’s implementation has required considerable staff hours as well.   As an example that is not
atypical of delayed DME orders, repeated phone calls to DME vendor have been necessary to verify and track status of
orders (30+ minutes); notifications to clinical staff and maintenance to prepare and log equipment for discharge; phone
calls with patient and/or family to update and clarify equipment arrangements (20+ minutes); reacquisition of facility’s
equipment once order is completed (+- one hour), and additional staff time as well for other miscellaneous



communication and/or follow up required.  In cases that we have been unable to provide equipment necessary to a
patient’s safe return to the community, tremendous follow-up has been required to obtain specialized equipment timely
(hospital beds for example); and/or patients have chosen to purchase necessary medical equipment out of their own
pocket which is due to them under Medicare benefit guidelines, in order to return home.

Unfortunately, delivery delay is not the only challenge we have faced with implementation of Medicare’s Round 2
DMEPOS Competitive Bidding Program. One example that occurred shortly after implementation represents the
challenges faced when dealing with alternate vendors outside of the State of Hawaii.  At the particular time a
recommendation was made for a patient’s Front Wheeled Walker, only four vendors located in Hawaii, according to the
Medicare.gov supplier website, were contracted to deliver walkers; and only 10 vendors were contracted to provide
walkers in total.  Of the four local vendors, only two were able to deliver to the patient. Of these two, one was
experiencing a significant backlog on orders, and the other was out of stock. In calling vendors on the U.S. mainland, one
vendor was unaware that they provided equipment to the State of Hawaii, several were unable to deliver, some were
able to deliver but estimated lengthy wait times of greater than two weeks, and another subcontracted through the
same contracted vendor on the island that was out of stock.  While this is an extreme example, this is not entirely
atypical when ordering from vendors that have a presence outside the State of Hawaii and I would like to note that this
situation occurred with equipment that is not overly complex or specialized.

To summarize, since the introduction of the Round 2 Medicare DME Competitive Bidding Program in Hawaii, our nursing
facility has encountered increased challenges when ordering necessary medical equipment for our patients.  Only a
select few vendors have won the Medicare bids in each category which has significantly limited ordering and delivering
equipment in a timely manner for our patients. Moreover, some contracted vendors outside of Hawaii have
subcontracted through the very same local contracted vendors on Hawaii for the same equipment,  have offered
unacceptable delivery options, or have even been unaware of their contracted bid in Hawaii.  We have also been forced
to act as an interim DME supplier in order to safely discharge our patients back to the community.

In conclusion, the Program’s implementation has made it exceedingly difficult to provide medical equipment in an
effective and timely manner to Medicare patients to ensure a safe discharge; has offloaded Medicare’s proposed saved
costs to medical providers and their patients and in my opinion, has created a market that discourages quality and
competition among medical suppliers for the State of Hawaii. Patient turnover continues to increase, and it is important
to ensure a process that facilitates a smooth and safe patient transition, in order to minimize the impact on Hawaii’s
healthcare system and to better care for our seniors.

Thank you for the opportunity to testify in support of SB307 SD2.

Respectfully,

Patrick Manston Harrison
Department of Social Services
Aloha Nursing Rehab Centre
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House Committee on Health
The Hon. Della Au Belatti, Chair
The Hon. Richard P. Creagan, Vice-Chair

House Committee on Human Services
The Hon. Dee Morikawa, Chair
The Hon. Bertrand Kobayashi, Vice-Chair

Testimony on Senate Bill 307 SD 2
Relating to Health

Submitted by Nani Medeiros, Public Affairs and Policy Director
March 18, 2015, 8:30 am, Room 329

The Hawaii Primary Care Association (HPCA), which represents the federally qualified community
health centers in Hawaii, supports Senate Bill 307, establishing licensure requirements for durable
medical equipment suppliers.

In Hawaii there is an extreme dearth of access to durable medical equipment. This shortage often times leads to
the foregoing of necessary devices, resulting in reductions in health, increases in preventable admissions, and
increases in costs to patients and the system as a whole. This bill hopes to alleviate that by providing a system
of annual inspection that will make participation in the national program easier for local providers.

For this reason we support Senate Bill 307 and t hank you for the opportunity to testify.
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