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THE NATIONAL ASSOCIATION OF

State Emergency Medical Services Directors
®

NATIONAL ASSOCIATION OF STATE EMS DIRFCTORS

Waeadnesday QOcrober 25, 1995
Bigrnarck, North Dakota

RESOLUTION 95-08

URGING ADEQUATE REIMBURSEMENT FOR AMBULANCE SERVICES

WHEREAS, ambulance service is an esssntial component of all Emerpency Medical Services {(EMSt
systams, and

WHEREAS, EMS is a coitical safety nat that ensyras all citizens timety amargency medical care and
#ccass Into the armtire health care system, and

WHEREAS, financing of ambufance services through reasonable and approprigte refmbursamernt
policies is azsential to sustain current levels of service, and

WHEREAS, EMS, represnntinn fess than 1% of overall national heaith expenditures, already
represents an exwemely marginat cost 10 ensure such # crtical, population-based service, and

WHEREAS, Congress is currently enacting reducvians and changes to the Medicars program thar
may cap ambulance fees at curmant levels well bayond the Year Z000 and limit the overall amaunt
aveatabis 10 reimburse ambulance services on an annual basis,

NOW, THEREFORE, BE IT RESOLVED, that the National Association of Stata EMS Directors urges
that Congress adopt 2 bill that comains specific language 1o reform ambulance reimbursement
through the development of a comprehensive, national fee schedule and reject language which
wrould freeze ambulance service rates imto the futire, and

BE (T FURTHER RESULVED that the National Association af State EMS Directars encourages the
President, Congrass, the Heaith Care Financing Administration and other public and private
msurance officials 1o support adequate reimbursement for amergency medical care and
transportaton, with particulsr attention to rurel consmaings, to ensure the vitality and full
_gsographic distribution of mm critical heahh servicss.

@:rfﬂ;sﬁynws vot of the rmambership, October 25, 19556:

Prasident, Dan Manz

\&uu‘u- )J.Cy.vli to- Z24- ‘i’_c,’

Sacretary. Louize Gé¥ette
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SEC. ISGQ*JA. ESTABLISIHIMENT OF FEE SCHEDULE FOR AMBULANCE

SERVICES,
{2) Payment in Accordaiice With Fee Schedule: Scetion 123 3(ax1i)
(42 U.S.C. 13951(a) 1)) is amended--
(1) by striking "wnd (P)' and insarring '(P); and
{2) by striking 1he semicolon a1 the end nnd inserting the
Rallowing: °. and {Q) with respect 1o ambulance service, the
amounts paid sha!l be 80 percent of the lesser of the actual
charge for the services or the amaunt determined by a fee
schedule established by the Scorerary for 1he purposes of this
subparagraph (in accordance with section 15608(b) of the
Moedicare Preservation Act),”.
(b} Requirements for Establishment of Fee Schedule: |
(1) In general: , and in gecandaace
with the requirerments of iz subsection
€2) Considerations: Jn esiablishiny the fee schedule for
ambulance services. the Secratory shall-e
(A) establish mechanisms o control increases in
expendifures for ambulance services under part B of the
medicare program which fairly reflect the changing nature
of the ambulance service industey:
(B) ostablish definitions tor ambulance services which
promute efficiency and link payments (inshuding fees for
assessment and Iresbinent services) (o the type of service

provided.

(C) take into accoum regional ditferences which affect O\M:)

cost and productivity, incheding dillerences in the casts ~~=—
ol resources and the vosts of uncompensated care;

(D) apply dynamic adpusamenss ro pnyment rates 1o account
for inflation. demographic changes in the population of
medgicare beneficiaries, and elranucs in the number of
providers of ambulznce services participating in the
medicare program, apd

(E) phase in Lhe application of the payment rates under
the fee schedute in an efticient and lair manner.

(3) Savings: In establishing the fee schedule for ambulance
services, the Sceretary shall—

(A) ensure 1hat the aguregate amount of payments made for
ambulance services under part B of the medicare program
during 1998 does not exceed 1he agyrevaie Emount of
payments which would have been rmade for such services upder
part B af the programn during 1998 if the aimendmenis mada by
this seetion were nol in effect, and

(B} set the pavment amoums provided under the fee
schedule for services furnished in 1999 and each subsequent
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 RURAL AMBULANCE SERVICES :

| (DEFINED) |

| |

]

Rural EMS Providérs are those providers who provide the only EMS service
for a county or similar geographic region containing locales where transport

times to major tra ma centers (level 1) may routinely exceed 20 minutes due
to terrain, distance or other contributing factors.

(Note: this deﬁnjtiq‘n_ was used in an EMS study prepared by the American |
College of Emergency Physicians to comparc rural and urban EMS settings. )
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nent and Budget and add a third option to the criteria.

of the following THREE critera:

1)  located outside of 2 Metropolitan Statistical Area (MSA) as
defined by the Office of Management and Budget, OR

2) locatccli

3)  areas | hich are designated by OMB as an MSA county
which |dc:oes not contain a level one trauma center
within Iits boundaries.

(Tkere are counties on the OMB’s li
have a hospital located in them but
metropolitan area. A

areas.)

st as MSA coumties which do not even
are considered due to proximity of a
\ecess to healthcare then becomes a probiem in these

in a rural census tract of one of the MSA countiest listed
m Apj/endix I of the Federal Register noticc, OR

1 be to use the present definition of Rural as defined by the

@oo3
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Brisfing Material
Ambulance Regulation
August 2, 1895

I. WHY THIS REGULATION IS NEEDED

There have been dramatic changes in the ambuiance industry since this service was
first authorized for Medicare beneflciaries in 1965. A huge array of equipment,
supplies and vehicles plus Increasingly well-irained staff have made ambulances more
efficient at saving lives. These developments have also resulted in a rapid increase in
Medicare expenditures. While total Madicara carrier payments grew by 50 percent
between 1987 and 1992, carrier ambulance payments grew by 150 psrcent during that
same period.

There are twa types of ambulance services currently being delivered, Basic Life
Support (BLS) and Advanced Life Support (ALS), which 1s a more sophisticated and
costly service. Much of the growth In Medicare ambulance payments is the result of the
increase in ALS services. For example, Medicare payments for ALS and BLS services
increased Dy $72 rmilion from 1988 to 1989. Of this amount, /3 percent was
attributable v increased utilization of ALS amhulances. Also, the number of trips in
ALS zrbuiances increased by 131 percent during this time period, while the
comparatie figure for BLS was 14 percent.

Medicare ALS paymenls have continued to increase in this decade, although at a
sfower rate than previously. For the period 1992 to 1994, ALS payments increased 15
percent annually from $50C million to $6€0 miltion. Tatal ambulance payments have
experienced a similar pattern with annual increases of 15 percent and currently total
$1.7 billion.

The growlh of ambulance payments has been documented by three OIG Reports
issued in 1992 to 1994, The OIG reports, aiong with the findings of the Project Hope
Study of Paymentls for Ambulance Services under Medicare, have been the impetus of
initiatives underiaken by HCFA to address the growth in ambulance spending while
protecting beneficiary access tg essential services. 1his issue has also received
attention from Congiess as evidenced by a Dacember 1994 hearing by the Senate
Appropriations Conunitlee, Subcommittee on Lanor, Heaith, and Human Resources.

Medicare’s current pelicy bases payment for ambulanre sarvices on the type of vehicle
dispatched to a beneficiary, i.e. if an ALS vahicle is used payment is made at the ALS

rato. This propased regulation would base payment on the level of ambuiance sorvice
that is medically necessary,

Woe have reviewed ambulance utilization patterns and tound that there is a small

16: 35 FROM TO _ 91562878 P.a2 L
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number of regular users of this service. For sume End Stage Renal Disease (ESRD)
beneficiarias other forms of transportation to dialysis facilities is contraindicated; they
need ambulance transportation to raceive dialysis services on a regular basis, i.e. threc
times a week. This extremely small group of beneficiaries (less than 2 percent)
account for 75 percent of all ESRD ambulance payments. Nevertheless, it is important
that HCFA not foreclose access to medically necessary ambulance services for ESRD
beneficiaries.

II. ISSUES
A. Basing Payment on Medical Necessity

Ciscussion

Medicare's current policy focuses or the type of vehicle used as determinative of
the level of payment. (he BLS/ALS issua is further complicated by the fact that
there are an increasing number of local governments mandating, through
ordinances or reguiations, ALS ambulance service as the minimum level of
ambuianee transport.

Thus Medicare has paid at the ALS rate even when ALS services are not
necessary. This has resulted in incroased expanditures for the Medicare
program and its beneticiaries who are subject to a 20 percent copayment on
these services. While we do not dispute the value of the ALS services when
they are needed, we aiso do not belisva that Medicare should pay at the higher
rale in cases where Al.S services are not required. Under this proposal, an ALS
arnbulance company must bili the BLS code if only BLS services are furnished.
Otherwise, the bill is incorrect and the Medicare carrier wili downcode the claim
to the BLS code with the corresponding lower payment allowance.

\moact on the Beneficiaty

Ambulance companies file Medicare claims in one of two ways; accepting
assignment or nol accepting assignment. For assigned claims {which account
for vver 90 percent of all ambulance claims) the beneficiary is protected from
any additional financial liabitity. Therefore, in the case where an ALS code is
billed, but only a BLS payment is allowad, the beneficiary is liable only for
coinsurance due on the lower BLS payment allowance. This protection is
alfuided in elther of two ways. the most commeon circumstance will be that an
ALS ambulancs was used, but no ALS service was furnished. The new coding
structure requires the usa ot 5 rnda that degeriboe thic cituation. Te bill for an
ALS service when no ALS servica was furnished is a faise claim, and the

beneficiary is nut liable based on a talse claim for sarvices that were never
furnished.

The other case, which we expact will be much lass frequent, is the case in which
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the ambulance company furnishes an ALS servite which the carrier determines
was not medically necessary. The carrier would then pay this claim at the BLS

rate. The beneficiary will be protected by the “limitation on liability" provision
{section 1879 of the law).

We are providing protection under seclion 1878 in the same manner as it applies
to all other services, with this exception: the ambulance suppliers will not be
required to give advanced written notices of the likelihood of non-coverage, nor
to obtain the beneficiary's signed agreement to pay. Giving advance notice is
not feasible with most ambulance patients, and their ability to make informed
consumer decisions at-such time is questivnable. Likewlse, the effectiveness of
an agreement to pay signed by a patient in these circumstances also may well
be questioned. Absent advance notices. providers will be hald liable when the
carrier finds they knew or should have known that Medicare would not pay, the
program will pay when the providers are held not to have had such knowledge; a
beneficiary will be liable only when there is clear and abvious evidence that the
beneficiary knew that Medicare would not pay.

Regional Impact |
In order to determine which geographical areas would be mast impacted by

basing Medicare ambuiance payments on medical necessity rather than the level
of ambulance used, we examined Medicare data, especially for those carrier
areas that have a disproportionally high percentaga of ALS care compared to
national lavels. If we assume that the regulation affected only the areas with a
percentage of ALS charges greater than the national average percentage of ALS
to total ambulance charges, the following five carriers out of 55 total carriers
would account for 50 percent of the regulation’s impact:

Northern California Texas
Florida : Ohio
Mississipp!

Also, elaven carriers {the additional € are Arkensas, Louisiana, Alabaima,
Georgia, Oregon, and Oklahoma) account for 76 percent of the regulation's
impact. This effect is more pronounced when the data are viewed by locality Of
235 localities, only 13 account for 50 percent of the impact, 36 localities account
for 75 percent and 57 localities account for 80 percent of the total impact on ALS
services. These regional patterns reflect a heavy use of ALS services and, while
there are no national data identifying communities that mandate all ALS

services, we believe the concentration of our data in specific areas reflects the
communities with ALS mandates.

Savings
Savings associated with this regulation are $30 million for the first year; the five
year savings total is $260 million.
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Rural Areg

A primary concern in baging payment on (edical necessity is the issue of
ambulance services in rural areas. We do realize that there ara rural areas
(where multiple ambulances, a mix of ALS and BLS, are not economical) that
may be affected by our proposed change to base payment on medical necessity.
To date, however, we have not come to closure on exactly how a rural exception
should be effected.

Theretore, we are working with Department staff, including the Office of Rural
Health, in an effort to establish a "rural excoption” that will attempt to mitigate the
possible negative impact on rural areas. A proposed exception under
consideration is to continue to reimburse a rural ambulance supplier under the
current poiicy if the State Emergency Medical Services Director certifies thal lhe
ambulance seorvice meets one of the following criteria:

The ambulance supplier only offers an ALS level of service and is the sole
provider of ambulance services in the county or comparable New England
district,

When there is more than one ambulance supplier in the county, a suppller
can be excepted if it offers an ALS lcvel of service only and is located
more than 40 miles from the nearest aiternative provider.

Recommendation

if e locality decides to provide or require a level of service in excess of what is
medically necessary, we recommend that Medicare should not be required to
subsidize that decision. It should be the responsibility of the citizens of that
locality to pay tor the decision to support an ALS-only system.

Pros;

Potential cost savings for Madicare and the benéficiary.
- Limitations on hiability would provide beneficiary protection.

identifying a rural axception would help to maintain access to services fur
beneficiarias In & rural area.

Cons;
Ambulance suppliers belisve that the proposed policy change will lead 1o

the collapse of many EMS systems in the U.S, including the probable
elimination of ALS in rural communities and the layoff of EMS personnel.
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Payments to some ambulance suppliars will be reduced,

B. Medical Condition Codes

Discuission

For several yoars the American Ambulance Association {AAA) has expressed an
interest in the subject of the national medical condition indicator codes for
ambulance services. Current Medicare guidslines indicate that, in order to be
covered, ambulance services must be reasonable and necassary. This is
usually established in part by the diagnosis of the patient’s condition at the time
of the traneport. Physicians are required to use ICD-9-CM codes on Part B
claims submitted for payment. However, no such national requiremant exiats for
ambulance suppliers.

While suppliers have beon encouraged to employ the use uf (he existing
ICD-8-CM codes, many aro reluctant to do so, because ICD-8-CM codes are
diagnosis codes and, by law, ambulance suppliers not authorized ta diagnose
the patient's medical problem.

Currently, different carriors use local modifiers and ICD-9-CM crossovers to
process claims. What is nesded is a uniform method of coding that wouid
simplify claims processing and provide ambulance parsonnel with the ability to
accurately describs the condition of the patient,

I'he propased condilivn indicator codes will describe the medical condition of the
patient at the time ambulance sorvices are provided and justify the medical
necassity for BLS and ALS transportation, i.e., demonstrate lhat other methods
of ransportation are contraindicated.

Recommeridation _
Thersfore, we are also proposing the promulgation of national medical condition
indicator codes for ambulance scrvices.

Pros:

Claims are easier to gvaluate.

Comprehensive coding system would be congistent among carriers and
conforms to the Medicare Transaction System.

The American Ambulance Association and American College of
Eimergency Physicians have reviewed the current list and submittedy
recommendations far consideration.
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Cons:
The listing may need revision periodically.

AAA and ACEP believe the current listing should be expanded because
the current list is too narrow and restrictive.

Monitoring the list by the carrier would require additional funding in
addition to increasing the worklcad.
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C. Ambulance Deflnition

Discussjon _ N
We also propuse lo publish rules clarifying the requirements for determining
whether a vehicle qualifies as an ambulance for Medicare purposes.

In sone Stales, an ambulance is defined, by State ¢r focal laws, as a vehicle
that is intended for modical emergency transportation. There are, however,
some suppliers that bill Medicare for providing transportation in vehicles that are
not equipped to respond to medical emergencies as required by State or focal
law.

Transportation in such vehicles may be furnished to persons who need
asaiatance in getling to care givers, for cxample, because of difficulty in
ambulating, but who do ot require medical emergency transportation. More
specifically, their condition is such that transportation by means other than in a
vehicle designed and squippad to regpond to & medical emergency is not
contraindicated. Typically, this level of transportation ie |ess than ambulance
services and is furnished to a person who has a scheduied medical appointment,
using a vehicle such as an ambulette, ambu-van, medi-transport, or invalid
coach. These services are not covered under Medicare iaw.

Some suppliers have been paid by Maedicars for this type of transportation
sarvice. Suppliers have argued that their vehicles, despite not meeting State or
local standards, still meet the definition of an ambulance contained In the
regulations at 42 CFR 410.40, which does not explicitly require that an
ambulance be designed and equipped to handle medical emergencies.

The AAA and ACEP have maintained that a separate definition of emergency
should be included in the proposed regulation. While we initially agreed with
thig position, it was decided that the definitions contained in the statute
adequately defined the term "emergency” and that we would include the concept
of emergency in the context of definition of an ambulance. ACEP has submitted
Its “prudent iayperson’ definition of emergency services Thus detirution,
according to ACEP, "accommodates an individual patient's judgement about
their emergency symptoms ang whathar to seek emergency care " ACEP views
HCFA's statutory definitions as inapprapriate because ambulance personnel are
not authorized to diggnosa a patiant's medical condition in addition to
discouraging an individual from pursuing the care they deam approprate; the
prudent layperson definition would allow patients to determine whether they are
in naed ot medical rara

Recommendation
We believe that the basic purpose of the ambulance benefit set farth in

section 1881(s)(7) of the Act, which states that ambulance service may be
covered by Medicare if the use of ather mathads of transportation is
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distances than nearby freestanding facilities. Ambulance services musi be
reasonable and medicaily necessary. Generally, coverage of ambulance
services is only avallable to a beneficiary whose condition is such that the use of
other methods of transportation is conlraindicated.

The first step in our effort to address this problem of inappropriete ambulance
transport of ESRD beneficiaries involved the implementation of new origin and
destination codes to be used when an ambulance supplier is billing for an
ambulance trip to dialysis for ambulance services furnished to ESRD patients.
Suppliers also have been instructed to use base billing codes that identify
non-emergency (scheduled) transportation. These new codes will allow
Medicare to distinguish between trips to hospitel-based dialysis facilities and
liips lo non-hospital-based facilitics a3 well @3 emergenoy and non-emergency
transportation. These codes have been in full effect since April, 1985,

In addition to the implementation of the coding changes, HCFA worked ciosely
with the ESRD Networks and facilities to clarify HCFA's coverage policy
regarding anmbulance {ransportation of EGRD beoncficiaries. As a rosult we wero
able to assure that ESRD beneficiaries continued to receive dialysis treatment
without disruption. The Networks were able to assure continued treatment by
arranging for alternative transportation or, in the case of thoee needing
ambulance transportation, making sure the patients were transferred to a
hospital-basod facility.

Recommendation

We proposc to revise the current regulations to authorize coverage of medically
necessary ambulance transportation of ESRD beneficiaries to the nearest
freestanding outpatient dialysis facility capable of providing the necessary
dialysis services. The purpose of the proposed revision is to make the existing
reguiation more consistent with our policy of transporting bonoficiaries to the
nearest appropriate facility.

In addition, we propose to revise the regutations to deal with the issue of
whethor the transport was scheduled or not. We would propose, in this instance,
to base payment for ambulance services on a medical necessity criterion. We
would require, in situations invelving repetitive, scheduled ambulance runs (such
as to a dialysis facility) where non emergency BLS service is required, that the
ambulance supplisrs obtain advance written physician certification from the
attending physician as documentation of the medical reason that transportation
by other meane ie contraindicated. We aleo propoee to epecify that the
certifications, while renewable, would bes valid for a period not to exceed 60
days.

Prgs:

Proposal makes the benefit more equitable to ESRD beneficiaries by
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contraindicated by the individual's condition, but only to the extent provided in
regulations, is to provide coverage for necassary transportation in emergency
situations. The current definitioris of "ambulance” contained in the ragulation
and manuats do not state specifically that ambulance sarvices must be furnished
in vehicles that are “equipped to respond to medical emergencies.”

As a means of distinguishing an ambulance from other modes of medically
related transportation, we are proposing lo revise the requlation to define an
ambulance in terms of the medical equipment. staffing requiremants and the
ability to respond to a medical emergency. WWe also propose to revise the
regulation to establish definitions of BLS and ALS levels of ambulance service.
We propoge to use, with minor changes, the defirnitions contalned in current
manuai instructions. While some may argue that we are overriding Siate or Incal
Iaw that may not be as strict as our proposal, these requirements would only
apply to Medicare boneficiaries who, we believe, would benefit from receiving
amhulancs saervicse from thoac auppliers meeting thess vethicle, medical
equipment, and staffing standards.

Pros:

Allows HCFA te distinguish between ambulances and lesser forms of
medically related transportation. :

Fromotes consistency in interpretation of policy and adjudication of
disputes.

Ensures a quaiity standard of care for Medicare beneficiaries,
Cons'

ACEP and AAA strongly balieve that a separate definition of emergency
that is appropriate for prehospital services is needed. The decision not ta
include sepsarata definition of emergency, but to rety on the definitions
contained in the statute are in conflict with ACEP's prudent layperson
definition, :

ACEP views the current definitions and proposed changes as establishing
barriers t amergency medical gare.

D. Eund Stage Renal Digsease Boncficiaries

Discussion

Currently, the Madicare program may pay to have ESRD bensficiaries
transporied to hospital-based ESRD facilities that may be Jocated at greater
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sliminating unnecessarily long ambulance trips to hospital-based dialysis
tacilities when a freestanding facility is Closer.

Potential cost savings to the beneficiary and Medicare.
Proposal is the direct result of working with the ambulance Industry.
cons:

Additional paperwork requirement for the attending physicians and
armbuiance suppliers.

Carrier costs for claims processing will increase becausa nt physician
certification requirement.

l
lil. OTHER CONSIDERATIONS

Legislatiye Pgomsal in lisu of Regulatory Change

While we are proposing to change the regulations tu effect the changes

_described abgve, another alternative is to seek a legislative proposal to change
these policies. Since ambulance sorvices are a polilically sensitive issue, we
may want a Cpngressional directive. On the other hand, problems in this area
are well documented and the Medicare ambulance requirements that ware
originally set when the program began in 1965 need lo be updated 1o reflect
currgnt conditlons.

We have a legisiative proposa! to pay for ambulance services on a fea schedule.
We would limit the payment allowanca for ambulance services to the average
allowed charge of each locality. An average allowed charge would be calculated
for each locality (there are approximately 235 localities around the country).
Payment wouid be made at the lower of the ambulance suppiier's actuai charge
or the averayed aliowad charge for that locelity. This proposal Is essentially
budget neutral becausa by limiting the paymont to the average allowed charge
by locality, pa)]ment deniad to a higher charger is added to the allowable charge
of a lower charger. This proposal redisiributes money within a locality rather
than denying i

Woe would also|pursue legisiation to protect the bensficiary's financial liability by
requiring ambulance companies to accept assignment, Under the terms of
Madicare assignmenl, Meaicare pays its banefits only to the arnbulance
company (i.a., the beneliciary is not paid), the ambulance company accapts
Medicare's alloyvable charge as its total charge, and ambulunce companies may
bill beneficiaries only for the Part B coinsurance {20 percent) and any unmet
Part B deductible applied to Medicare's allowed charge for any Medicare
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covered service. Historically,

over SU parcent of ambulance clalms are paid
under assignment.
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Briefing Material
Ambulance Regulation
August 2, 1995

1. WHY THIS REGULATION IS NEEDED

There have been dramatic changes in the ambulance industry since this service was first
authorized for Medicare bensficiaries in 1965. A huge array of equipment, suppties and
vehicles plus increasingly weil-trained staff have made ambulances more efficient at saving
ives. These developments have also fesulted in a rapid increase in Medicare
expenditures. While total Medicare carrier payments grew by 50 percent between 1987
and 1892, carrier ambulance payments grew by 150 percent during that samé period. ™

There are two types of ambulance services currently being delivered, Basic Life Support
{BLS) and Advanced Life Support (ALS), which is a more sophisticated and costly service.
Much of the growth in Medicare ambulance payments is the result of the increase in ALS
services. For example, Medicars payments for ALS and BLS services increased by $72
miilion from 1988 fo 1989. Of this amount, 73 percent was attributable to increased
utilization of ALS ambulancses. Also, the number of trips in ALS ambulances increased
by 131 percent during this time period, while the comparable figure for BLS was 14
percent.

Medicare ALS payments have continued to increase in this decade, although at a slower
rate than previously. For the psriod 1892 to 1994, ALS payments increased 15 percent
annually from $500 million 10 $660 million. Total ambulance payments have experienced
a similar pattemn with annual increases of 15 percent and curently total $1.7 biltion.

The growth of ambulance paymerts has been documented by three OIG Reports issued
in 1992 to 1884. The OIG reports, along with the findings of the Project Hope Study of
Payments for Ambulance Services under Medicare, have been the impetus of inftiatives
undertaken by HCFA to address the growth in ambulance spending while protecting
beneficlary access to essential services. This issua has also raceived attention from
Congress as evidenced by a Decomber 1994 hearing by the Senate Appropriations
Committes, Subcommittee on Labar, Health, and Human Resources.

Medicare's current policy bases payment for ambulance services on the type of vehidle
dispatched to a beneficiary, i.e. if an ALS vehicie is used payment is made at the ALS

1
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rate. This proposed reguiation would base payment on the level of ambulance service
that is medically necessary.

We have reviewed ambulance utiization patterns and found that there is 8 smalt number
of regular users of this service. For some End Stage Renal Diseasa (ESRD) beneficiarles
other forms of transportation to dialysis faciities i contraindicated; they need ambulance
transportation to receive dialysis services on a cegular basis, i.e. Uwee imes a week. Thig
extremely small group of beneficiaries (fess than 2 percant) account for 75 percent of all
ESRD ambulance payments. Noverthaless, # is important that HCFA not foreclose access
to medically necessary ambulance services for ESRD beneficaries.

0. ISSVES

A. Basing Payment on Medical Necessily

Discussion
Medicare's currant policy focuses on the type of vehicle used as determinativo of
the leval of payment. The BUS/ALS issue is further complicated by the fact that

there_sre an_increasing number of local govermnments mandating, through

ordinances or regulations, ALS ambulance serdce es the minimum level of
“ambulance transport.

Thus Medicare has paid st the ALS rate even when ALS sorvices are not
necessary. This has resulted in increased expenditures for the Medicare program
and its beneliciaries who are subject to a 20 percent copayment on these services.
While we do not dispute the vaiue of the ALS services when they are needed, we
also do not believe that Medicare should pay ot the higher rate in cases whers ALS
services are not required. Under this proposel, an Al 8 amhulance company must
bill the BLS code if only BLS services are furnished. Otherwige, the bill is incorrect
and the Modicare carrier will downcode the claim to the BLS code with the
porresponding lower payment allowance. .

Impact on the Beneficiary

Ambulance companies file Medicare claims in one of two ways; accepting
assignment or not accepting assignment. For assigned ¢laims {which account for
over 80 percent of all ambulance claims) the beneficiary is protected from any

additional tinancial liability. Therefore, in the case where an ALS cods is billed, but
only a BLS paymant i afinwed, the beneficiary is liable only for eoinsurance duo

2
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on the lower BLS payment aliowance. This protection is afforded in either of two
ways. The most common circumstance will be that an ALS ambulance was used,
but no ALS service was fumished, The new coding structure requires the uee of
a code that describes this situation. To bill for an ALS service when no ALS
service was fumished is a false claim, and the beneficiary is not liable basedon a
false cialm for services that were never furmished.

The other case, which we expect will be much less frequent, is the case in which
the ambulance company fumishes an ALS service which the carrier determinas
was not medically necessary. The carrier would then pay this ciaim at the BLS
rate. The beneficiary will be protected by the "limitation on fiability” provision
{section 1678 of the law).

We are providing protection under section 1878 in the same manner as Rt applies
to &ll other services, with thic exception: the ambulance suppllers will nut be
required to give advanced written notices of the lkelihood of non-coverage, nor lo
obtain the benoficiary's signed agraement to pay. Giving advance notice is not
feasible with most ambulancs patients, and thelr ablilty to make informed consumer
decisions at such tme is questionable. Likewise, the effectiveness of an
agreement to pay signed by a patient in these drcumstances also may well be
questioned. Absant advance notices, providers will be held liable when the carrier
finds they knew or should have known that Medicare would not pay; the program
will pay when the providers are held not to have had such knowledge; a
beneficiary will be liable only when there is clear and cbvious evidence that the
beneficiary knew that Medicare woukd tot pay.

[egions] jmpact

In order to determine which geographical areas wolld be most impacted by basing
Medicare ambulance payments on medical nacessity rather than the level of
ambulance used, we examined Medicare data, especially for those carrier areas
that have a disproportionally high percentage of ALS care compared to national
levela. If we assume that the regulation affected only the areas with a percentage
of ALS charges greater than the national average percentage of ALS to total
ambulance charges, the following five carriers out of 55 total carriers would
accourtt for S0 percent of the regulation's impact:

Northem California Toxaa
Flerida Ohio
Mississippi
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AlsQ, eleven carriers (the additional 8 are Arkansas, Louisiana, Alabama, Georgia,
Oregon, and Oklahoma) account for 76 percent of the regulation's impact. This
effect is more pronounced when the data ere viewed by locality. Of 235 localities,
only 13 account for SO percent of the impact, 36 locelities account for 75 percent
and 57 iocalities account for B0 percent of the total impact on ALS services. These
rogional patterns reflect a heavy use of ALS eervices and, while there are no
national data identifying communities that mandate all ALS sarvices, we believa tha
concentration of our data in specific areas reflects the communities with ALS
mandatss.

Savings
Savings associated with this regulation are $30 mifion for the first yaar; tha tive
year savings {otal is $260 million.

Hural Area

A primary concern In basing payment on medical necessity is the issue of
ambulance sanvicas in rural areas. We do realize that there are rural areas (where
multiple ambulances, a mix of ALS and BLS, are not economical} that may be
affected by our proposed change to base payment on medical necessity. To date,
however, we have not come to cigsure on exaclly how a rural exception should be
effected. :

Therefore, we are working with Department staff, including the Office of Rural
Health, in an elfort to establish a “rural exception” that will attempt to mitigate the
possible negative impact on rural areas. A proposed exception under
consideration is to continue to reimburse a rural ambulance supplier under the
current policy # the State Emergency Medical Services Director certifies that the
ambulance service meets one of the folfowing criteria:

+ The ambulance suppiier only offers an ALS level ot service and is the sole
provider of ambulance services in the county or compareble New England
district. '

’ When there is more than one ambulance supplier in the county, a supplier
can be excepted if it offers an ALS level of service only and is located more
than 40 miles from the nearest alternative provider.

Recommendation _
if a locality decides to provide or require a level of service in excess ot what is

4



AUG-11-1935 15:51 FROM TO 91562878 P82

medically necessary, we recommend that Medicare should not be required to
subsldizo that decision. 1 should ba the responsibility of the citizens of that locaiity
to pay for the decision to support an ALS-only system.

Pros:
+ Potential cost savings for Medicare and the beneficiary.
¢ Limitations on fability would provide beneficiary protection.

+ ldentifying a rural exception would help to maintain access to servicss for
beneficiarios in a rurel aree.

Cons:

. Ambulance suppliers believe that the proposed policy change will isad to
the collapse of many EMS eystems in the U.S, including the probable
elimination of ALS in rural communities and the layoft of EMS personnel.

3 Payments 10 some ambulance suppliers will be reduced.

B. Medical Condition Codes

For several years the American Ambulance Association (AAA) has expressed an
intergst in the subject of the nationel medical condition indicator codes for
ambulance services. CGurrent Medicare guidelings indicate that, in order 1o be
covered, arnbulance services must be reasonabie and necessary. This is usually
established in part by the diagnosis of the patlent's condition at the time of the
transport. Physicians are required o use ICD-9-CM codes on Part 8 claims
submitted for payment. However, no such natonal requirement exists for
ambulance suppliers.

While suppliars have been encouraged to employ the use of the existing ICD-8-CM
ocdes, many are reluctant to do so, because ICD-9-CM codas are diagnosis codes
and, by law, ambulance suppliers nct authorized 1o diugnuse the patients medicat
problem,
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Currently, different carriers use local medifiers and ICD-S-CM crossovers to
process claims. What is needed is a unifarm method of coding that wouid simplify
claims processing and provide ambulance personnel with the ability to accurately
describe the condition of the patient.

The proposed condition indicator codes will describe the medical condition of the
patient at the time ambulance services are provided and justify the medicsl
necessity for BLS and ALS transporiation, i.e., demonstrate that other methods of
transportation are contraindicated.

Recommengation

Therefors, we are also proposing the promuigstion of nationat medical condition
indicator codes for ambulance services.

Pros:

¢ Ciaims are easier 1o evaluate.

. Comprehensive coding system would be consistent among carners and
conforms to the Medicare Transaction System.

+ The American Ambulance Association and Arnarican College of Emergency

Physicians have reviewed the current list and submitted recommendations
for consideration.

+ The listing may need revision periodically.

* AAA and ACEP believe the current listing should be expanded because the
current list is t00 narrow and restrictive.

+ Manitoring the list by the carrier would require additional funding in addition
to increasing the workload.
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C. Ambulance Definition

Discussion
We also propose to pubfish rules clarffying the requirements for determining
whether a vehicle qualifles as an ambulance for Medicare purposes.

in some States, an ambulance is defined, by State or local laws, as a vehicle that
is internded for medical emergency transportation. There are, howsver, some
suppliers that bill Medicare for providing transportation in vehicies that are not
equipped to respord 10 medical emergencies as required by State or local law.
Transportation in such vehicles may be furnished to persons who need assistance
in getting to care Qivers, for example, because of difficulty in ambulating, but who
do not require medical emergency transportation. More specifically, their condition
is such that transportation by means other than in a vehicle designed and
equipped to respord to a medical emergency is not contraindicated., Typically, this
level of transportation is less than ambutance services and is furnished to a person
who has & scheduled medical appointmaent, using a vehicle such as an ambulette,
ambu-van, medi-transport, or invalid coach. These services are not covered under
Medicare law.

Some suppliers have been paid by Medicare for this type of transportation service.
Suppliers have argued that their vehicles, despite not meeting State or locs!
standards, still meet the definition of an ambulance contained in the requlations at
42 CFR 410.40, which does not explicitly require that an ambulance be designed
and equipped to handle medicai emergencles.

The AAA and ACEP have maintained that a separate definition of emergency
should be included in the propased regulation. While we iitially agreed with this
position, it was decided that the definitions contained in the statute adequately
defined the term "emergency” and that we would include the concept of
emergency in the context of definition of an ambulance. ACEP has submitted its
“prudent layperson” definition of emergency services. This definition, according to
ACEP, "accommodates an individual patient's judgermnent about their emergency
symptoms and whether 10 seek emergency care.® ACEP views HCFAs statutory
definitions as Inappropriate because armbulance personnel are not authorized to
diagnose a patients medical condition in addition to discouraging an individual
from pursuing the care they desm eppropriate; the prudent layperson definition
wauld allow patients to determine whether they are in need of medical care.
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Recommendation
We believe that the basic purpose of the ambulance benefit set forth in

section 1861(s}{7) of the Act, which states that ambulance service may be
covered by Medicare if the use of cother methods of transportation is
contraindicated by the individual's condition, but only to the extent provided in
regulations, is to provide coverage for necessary transportation in emergency
situations. The current definitions of "ambulance” cantained in the regutation and
manuals do not state specifically that ambulance services must be fumished in
vehicles that are “equipped fo respond to medical emergencies.”

As a means of distinguishing an ambulance from other modes of medically related
transportation, we are proposing to revise the regelation to defing an embulance
in terms of the medical equipment, staffing requirements and the ability to respond
to a medical emergency. We aiso propose 1o revise the reguiation to establish
definitions of BLS and ALS fevels of ambulance service. We propose to use, with
minor changes, the definitions contained in current manual instructions.  While
somea may arque that we are overriding State or local law that may not be as strict
as our proposal, these requirements would enly apply to Medicare beneficiaries
who, we believe, would benefit from receiving ambulance services from those
suppliers meeting these vehicle, medical equipment, and staffing standards.

Pros:

¢ Allows HCFA to distinguish between ambulances and lesser forms of
medically related transponiation.

4 Promotes consistency in interpretation of policy and adjudication of
disputes.

¢ Ensures & quality standard of care for Medicare beneficiaries.

Cons:

3 ACEP and AAA strongly believe that a separate definition of emergency that
is appropriate for prehospital services is needed. The decision not to
include separate definition of emergency, but to rely on the definitions
contained in the statute are in conflict with ACEP's prudont fayperson
definition.
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* ACEP views the current definitions and proposed changes as establishing
barriers to emergency medical cars.

D. End Stage Renal Disease Beneaficiaries

Currertly, the Medicare program may pay to have ESRD beneficiaries transported
to hospital-based ESRD faciltiss that may be located at greater distances then
nearby freestanding facilties. Ambulance services must: be reasonabie and
medically necessary. Generally, coverage of ambulancs services is only available
to a beneficiary whose condition is such that the use of other methods of
transportation is contraindicated. '

The first step in our efiort o address this problem of inappropriate ambulance
transport of ESRD beneficiaries involved the implementation of new origin and
dastination codes to be used when an ambulance supplier is billing for en
ambulance trip to dialysis for ambulance services furnished to ESRD patients.
Suppliers also have been instructed to use base billing codes that identify non-
emergency (scheduled) transportation. These new codes will allow Medicare to
distinguish between trips to hospital-based dialysis facilities and trips to non-
hospital-based facilities as well as emergency and non-emergency transportation.
These codes have been in full effect since April, 1995.

In ackdition to the implementation of the coding changes, HCFA worked ciosely with
the ESRD Networks and fadiiities to clarify HCFA's coverage policy regarding
ambulance transpartation of ESRD beneficiaries. As a rosult we were able to
assure that ESRD bensficiaries continued to receive dialysis treatment without
disruption. The Networks were able to assure continued treatment by arranging
- for alternative transporiation of, in the case of those needing ambulance
transportation, making sure the patients were transferred to a hospital-based

faciiity.
Recommendation

We propose to revise the current regulations to authiorize coverage of medically
necessary ambulance transporiation of ESRD bensficiaries to the nearest
freegtanding outpatient dialysis facility capable of providing the necessary dialysis
services. The purpose of the proposed revision is to make the existing regulation
more congistent with our policy of transporting beneficiaries to the nearest

8
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appropriate faciity.

In addition, we propose to revise the regulations fo deal with the issua of whether
tho transport was scheduled or nol. ' We wouid propose, In this instance, 1o base
payment for ambutance services on 2 medical necessily criterion. Wa would
require, in situations involving ropetitive, scheduled ambulance runs (such asto a
dialysis facility) where non-emergency BLS gervice is required, that the ambulance
suppliers obtain advance written physician certification from the attending physician
as documentation of the medical reason that transportation by other means is
contraindicated. We &iso propose to specffy that tho certifications, while
renawable, would be valid for a period not to exceed 60 days.

Pros:

3 Proposal makes the benefit more equitable to ESRD beneficiaries by
eliminatng unnecessanly long ambulance trips to hospital-based dialysis
facllities when a freestanding tacility is closer.

¢ Potential cost savings to the beneficiary and Medicars.

* Proposal is the direct result of working with the ambulance industry.

* Additional paperwork requirement for the attending physicians and
ambulance suppliers.

. Carrier costs for claims processing will increase because of physician
cetification requirement.

li. OTHER CONSIDERATIONS

D

Leqislative Proposal in lisu of Requlatory Chenge

While we are proposing to change the regulations to effect the changes describsd
above, another alternative is to seek a lsgislative proposal to change these
policies. Since ambulance services are a politically sensitive issue, we may want
a Congrassional directive, On tho other hand, problems in Uiy area are well
documented and the Medicare ambulanoo requirements that were origirially set
when the program began in 1965 need to be updatod to reflect current conditiuns.

10
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We have a iegistative proposal 1o pay for ambulance services on a fee schedule.
We would limt the payment allowance for ambulance services to the average
allowed charge of each locality. An average allowed charge would be calcutated
for each locality (there are approximately 235 localities around the country).
Payment would be made at Ue lower of the ambuiance suppliers actual charge
or the average aflowed charge for that locality. This proposal is essantisly budget
neutral because by imiting the payment to the average allowed charge by locality,
payment denied to a higher charger is added to the allowable charge of a lower
charger. This proposal redistributes money within a locality rather than denying
it.

We would aiso pursue legisiation to protect the beneficiary's finandial fiabilty by
requiring ambulance companies to accept assignment. Under the terms of
Medicare assignment, Medicare pays its benefits only to the ambulance company
{i.e., the beneficiary is not paid), the ambulance cormpany accepts Medicars's
allowable charge as its total charge, and ambulance companies may bill
beneficiaries only for the Part B coinsurance (20 percent) and any unmat Part B
deductible applied to Medicare's aliowed charge for any Medicare coversed service.
Historically, over 90 percent of ambulance claims are paid under assignment.

11
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g’a/}’o-@d Ambulance Feorvice, Fne.

PO Box 130
244 Main Preel
i Herm s'fayo, AR 71647

August 11, 1995

Julic Demeo |
The White House °
Domestic Palicy |
Washington, D.C. |
|
RE: HCFA proposed regulation changes for ambulance service (ALS vs BLS)

Attached please find letters we have received regarding the proposed changes in HCFA
regulations pertuning to emergency ambulance services.

|
Here is a letter written to the President from our State Director of EMS. We do not know
if he has received this letter. Although it is lengthy, it makes several important points.

Daddy and I both separately rcceived a letter from Thomas Ault with HCFA. They were
exactly the same. Wh.lle we recognize the goal of the program is to reduce short term
expenditures, there ; must be consideration given to the long term implications. We are
especially concemcd about the effect of these changes on rural ambulance providers.

The change proposed by HCFA would provide reimbursement based on patient need,
rather that the level of service provided. This is feasible in urban areas where ambulance
providers have sufficient transport volume to operate both ALS and BLS ambulances.
However, in rural America, ambulance providers cannot afford to operate a “tiered”
system. It will financially force these providers to operate only basic ambulance services,
if any at afl, :

We would like to propose the question to Mr. Ault of HCFA as to what type of service he
feels will be “readily available to Medicare bencficiaries™ as he states in his Jetter, if this
change 1s made.

Most small communities in America bave limited hospital emergency room resources.
Patients must travel grcat distances to reach major trauma centers. Providing less than
ALS ambulance services to these patients at the onset of the emergency will result in
much greater costs to the overall health care system. Many rural communities have

2 recognized the need for this level of service and have adopted ordinances and local laws
mandating ALS ambulance services in their respective communities.
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The Office of the Inspector General's study emphasized this poial in the report made part
of HCTA’s “Projcct Ilope™ dated October 21, 1991 (Section 7.3.1) To thus study, il is
noted there must be 3ome considcration given to the reimbursement methodology [
rural providers. Feilure to recognize this fact will have a devastating impact on rural
providers. Rural, in terms of this issue, would imply arcas of approximatcly 30,000
population have sufficient volume to permit operating a tiered system.

It 18 our request that the current changes proposed by HCFA be amended to protect zmall
rural ATS ambulance services. ‘This could be accomplished by making the current
changes applicable to services aperating wn 1rban areas. Rural areas should be permitted
10 continue providing ALS services in accordance will all enrrent requirements {(i.e.
ordinances, mandates) of ALS reimbursement.

Tt should be further nuted payment 1o rural ambulance providers constituted only twenty
percent of the oversl] wrpbulance expenditures made by the Medicare program. It is
cstimated the savings from caily ALS inict venlion in rural emergency medical siruations
will far exceed the cost to the program.

Failure to intervene in the proposcd changes before LICTA will result in services leaving
the rural areas. Rural residents will be left with littlc or no ALS cmergency care. This
will obviously have a catastrophic impact on the health end welfare of millions of
Americans.

Your persanal assistance in this matter is critical to the future of emergency medical
care in rural America. Pleace contact me if we can be of further assistance to you and
your staff on this matter.

Vice-President
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Lloyd D. (Poug) Darr
12201 Jacksonville-Csto Road
North little Rozk, AR 72120
(501) 838-0741
June 28, 1995
President Bill Clinton
1600 Pennsylvania Avenue
Washington, DC
Dear President Clinton,

I am writing 10 request your belp in preveering the Health Care Financing Admijnistration
(HCFA) from destroying our hations nyril emergency medical services (EMS) through a well
intended, but poorly ressarched, regulatory rulo change. Specifically, they ars attempting to
reduce the nation's Medicare cost by quickly pushing through a package of changes which effect
the reimbursement of pre-hospital smergency medical cars by ambulance services. Overall this
is a very good, well thought out package of changes. However, one change will only ailow for
reimbursement of transfers et the Advanced Life Support (ALS or paramedic level) rate when the
patient actuelly needs the advanced level of care. At firet look this appears to be a logical
change, but it's ¢ffect will be to reduce the Emergency Medical Services available in our nation's
rural and fronticr arces back to the Basic Life Support (BLS or basic emergency medical
technician) lovels of the Jate 703 and early 80s.

The package of changes is already drafied and will be published in the Federal Register within
the next month My specific request for your help is for you to temporarily stop the
promulgation proccss of these changes and direct HCFA to conduct an in-depth study 10
determine the impact of this change on the ability of the rural and frontier ambulance services to
provide Advanced Life Support (ALS) for both emergencics and transfers after the changes arc
implemented. ' '

To my knowiedge the only input HCFA has had on these changes is primarily from large, urban
ambulange services with high call volumes and numerous ambulances serving one urban tegion.
These services can, and probably should, only be reimbursed for whet they provide based on
patient needs, The people HCFA has not heard from is the small, rural service with two or three
ambulances who do not have the luxury of multiple ALS and BLS umits on duty and do not have
the large call volume required to effectivaly -assign units to 8 request for service based on the
patients need. If these services are providing ALS level care, thea ALS units are all they will
have on duty, and their cost of transferring a patient will be the ALS cost, regardless of the
patient’s needs. i
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I reslize that publishing in the Federal Registex is the legal way of obwminmg public comment.
Having been Governor of our rural state, I am sure you realize that the typical rural ambutance
service manager will never see or is even aware of the Federal Register. These people need to
be heard from now, and HCFA nseds to go to them, sincs they do not have the ability or method
to be sble to go o HCFA.

If your staff rescarches this issue, you will be told that the American Ambulance Association
(AAA) has agreed to the trensfer reimbursement change. What you need to keep in mind is that
the AAA primatily represents the large, wrban services who will not be effected by the change.
IfHCFA were to survey the rural gtate's ambulance associations and services, I believe they will
find they oppose thiz change because of it's impact on rural services. The Arkansas Ambulance 7\/_.
Association is opposed to this change.

If this change goes through, then rural services will loss the beénefit of ALS level rcimbursement > ) 4
on 70% of their tramsfers. With transfers (not emergencies) being the majority of a service's

funding sourve, the services will be forced to reduoe costs by only providing the less expensive >
BLS level of care on all cmergencies and transfers. This will reduce the overall pre-hospital and
between hospita] patient care available. The overall result will be a drasti¢ increase in morbiditjr

and mortality in rumal areas which presantly have ALS eare, with am associated increase in the
downstream costs of patlm:t care.

Until recently the highest {evel of pre-hospital care, ALS (paramedic), was only avgilable in the
urban area where the profit motive is groater dua to inoveased call volume. However, in the
urban areas trangport times to major, well equipped hospitals is shorr, and the fmpact of
advanced procedures bafore arrival at the hospital is less.

The rurel areas is where the ALS (peramedic) level is nceded most, and where it is the most
effective in preventing morbidity and mertality. Frequently the rural patient’s life is in the hands
of the EMT or paramcdi¢ for over an hour bafore arrival st a rural smergency room. After
arrival at & rursl hospital the critical trauma or medical patient may oxnly be stabilized befare
having © be transferred to a more well oquipped and swffed urban tervary care center for
wegtment. The patients carc then reverts back t» the paramedic, who must monitor and maintain
the advanced procedure initiated during the one to three hour mwip to the large wban hospital.

The basic life support (BLS) and advanced life support (ALS) levels are frequently
misunderstood by the general public and many public officiels. The BLS level of care i
performed by an emergency medical technician-basic, commonly refarred to as EMTs, who have
completed at Jeast 110 hours of training in accordance with curriculum establisbed by the US
Department of Trsnsportation (DOT) and are cenified/licensed by their state. They perform
basic, non-invasive skills such as splinting. bleeding control and bandaging, administering
oxygen, aigisting a patiers with the patient’s own medications, extrication from vehicles, etc.
The EMT has been the backbone of pra-hospital care since the late 1970s.

The ALS level is performed by an emergeacy medical technician-paramedic, commonly referred
to as paramedics. After becoming EMT-Basics, these individuals continue their tmining by
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completing & minimum of 700 hours of additional training eswblished by the DOT paramedic
cumiculum. The average paramedic course in Arkansas is 900 hours long. Paramedics are
frequently the difference between life and desth for a critical patient. In addition to the EMT
-Basic's skills, paramedics perform advanoed procedures such as EKG monitoring, endotrachbeal
intubation, chest decompression, treating shock with TV fluids, and administration of drugs for
medical problems sach as heart attack, insulin shock, acute high blood pressure, severe
apaphylactic (allergic) reactions, severe asthma attacks, congestive heart failure, ¢tc. The
paramedics procedures are so effective that a recent study showed that if 8 paramedic cannot
restore 8 heartbeat to a patient in cardies arrest, that the statistical probability of the emerpency
room saving the patient is zero. Based on this siudy, some states are conpsidering eligwing
paramedics (not EMT-Basics) to pronounce patients dead when resuscitstive efforts in the feld
are unsuccessful. '

The long term fimancial impact of proper paramedic level pre-hospital care is tremendous.
Twelve lead EXGs performed in the field are reducing the time to diagnosis of heart attack and
weatment with thrombolytic therapy. Rapid thrombolytic therapy cen significantly reduce the
damage caused by a heart attack, thereby redusing length of hospital stays, and allow 1he patient
10 retum to productive life. The paramexdic's advanced cardisc life support (ACLS) skills can
prevent cardiac arTest, Or even restart a stopped heart  Treating patients with acute high blood
pressure can procvent them from having a stroke encoute 1o the haspital. Rapid treatment of
uncopscious patients in insulin shock prevents brain damage. IV fluids for victims of reumatic
injury can kecp them alive until they receive surgical care. Treating trauma viclims with steroids
¢can prevent the brain from swelling coroute to the hospital, preventing permanent brain damaoge
or dcath. These are only & fow examples of the numerous emergencies which requirs a
paramedics skills.

A paramedic is also frequently required to maintain the standard of care when transfernng
munm.heartatmck,mdothnmucpnﬁmﬁomﬂmmﬂlermﬂhospimlwmmbmmrﬁuy %
care facility. 1f a paramedic level embulance is not available, then the hospital has 10 send &

nurse or physician, drastically incrsasing the overall cost of the trensier.

One of the justifications given for the new rcgulations is that & study of Arkunsas and a few ather
staics showed that the amount of ALS claims by ambulance services has increased significantly
between 1982 and now. The false conclusion derived from the study was that the increase was

dve to fraud. In 1988, Arkansas had only 20 paramedic level ambulance services. Since then 67 ]w\
services have upgraded to the paramedic level 30 that they can provide better care. In fact, since

your clection 10 Prcsident, Cherokee Village, Walnut Ridge, Clinton, Maumelle, Cabot, Lonoke
County, Grant County, Sherwoed, and Newton County have sdvanced to the paramedic level.
Columbia County, Hempstead Counry, and Yell County will reach the paramodic level in the
next few months. If these new Medicare changes take effect, every one of these arcas will
probably havc to revert back to the basic life support (BLS) level because they will not be able to
support the increased cost of providing paramedic (ALS) care.

I hope that you can intervenc to prevent the promulgation of these Medicare reimbursement
changes before a study of their impact on rurel America is conducted.
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1 am willing o volunteer my rime to help your staff or HCFA in studying this issue. I was the
Director of the Arkanzas Department of Health's Emergency Medical Services and Trauma
Systemns Division until last weck, when I volantarily resigned 10 work in the private sector. I
have served op the Executive Committes of the Navional Association of Swte EMS Directors
where I represented the south central shites. 1 am currently working as a paramedic and shift
supervisor in Sherwood, Arkensas. ’

1 appreciets your aitention to this crities] jssus.

Sincerely,

Lioyd D. (Doug) Darr. MS, NREMT-P
Captain, USAF Retired

cc;  Govemor Jim Guy Tucker
Senetor David Pryor
Senator Dale Bumpers
Representative Ray Thornton
Dr. Sandrs B. Nichols, Director, Akansas Department of Health
Dr. Marvan Leibovich, Chairman, Arkanses EMS Advisory Council
Dr. John Cone, Cheirman, Ariansas Trauma Advisory Council
Mr. David Jones, Member, Arkansas Trauma Advisozy Council
Mr. Francis Carson, President, Arkansas Ambulance Asgocigtion
Mr. Bob Williams, President, Arkansas EMT Assaciation
Mr. Dan Mapz, President, National Association of State EMS Directors
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provide totl cost data. In the absence of an on-site audit, the accuracy of the

reporied cost data is Jess than idea] for research purposes.

These data problems point to the need for caution, also, in making
recommendanons based on inferences drawn from the data. Despite the coding
differences, the overall quality of the 1987 Medicare ¢laims data was adequate to

provide insights into the use and spending panerns for ambulance services.
FINDINGS

Patterns of Ambulance Service Usze and Costs

Analysis of Medicare claims data showed that of the almost $602 millicn in

allowed charges incurred for ambulance services in 1987, 3bout 20 percent were

incurred by beneficiaries living in rural areas, though rural beneficiaries comprise

about 27 percent of Medicare enrollees. The rate of use was higher among

beneficiaries in urban areas (65 users per 1,000 beneficiaries) than among
oenencianes | _

beneficiaries living in rural areas (57 users per 1,000 beneficiaries).

——— ——
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# Urban r&&:&iﬁ’ﬁé}é‘hmﬁmundces (about #
110 ruas per 1,000 beneficiaries) than rural residents (about 89 runs per
1,000 beneficiaries). Since the average allowed charge per run was higher for
urban residents (S134 per run) than for rural residents ($110 per rus), the rate of
program allowed charges for urban beneficiaries {$14,818 per 1,000 beneficiaries)
was 50 percent higher than for rural residents (39,854 per 1,000 beneficiaries).
While it is clear that charges are higher for ambulance services in urban areas, it
is unclear whether the difference in the rate of use between urbarp and rural areas
reflects differendal access or different preferences as to the mode of

transportation.

The charges allowed by Medicare in the 4 States surveyed covered the average
costs of proﬁdiné rural ambulance services, for both BLS and ALS services. In
urbap areas, the allowed charges were sufficieat 1o cover BLS services, but were
below the average costs of ALS services though exceeding marginal costs. The
attached study'by Project HOPE presents detailed data at Table 5-1.

Nevertheless, a smaller proportion of rural providers than urban providers

% accepted assignment for Medicare claims. In the anatysis of cost outliers, it was %

clear that in some sparsely-populated commupities served by small firms, costs are

e e
_significantly higher than the average of Medicare's allowed charges. In additen,

miiléage was shown o be a major contributor to higher average costs for these

T B L
i et

rural firms. | —mls is NHM’ We QA
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The study of the claims file showed that services reimbursed in addition to an
ambulance base rate (i.e., "add-ons") increased the average allowed charges for
BLS and ALS runs by 42 and 74 percent, respectively. M_ﬂgge“&gh‘
contributed the mhost 1o the price of a ru, with oxygen second. The relatve
importance of r.hése additionally-reimbursable services to the averall price of an
ambulance run varied among the carriers. While most carriers reimbursed m:ﬂ:-'&
ipcimsiverate for ALS services, some carriers predominantly used the non-

inclusive rate.

% Results from the Survey of Ambulance Providers suggest that mﬂéaélém;&-d_:éifs?

A T " - e g

-

payment adequacy suggested that, when including the add-on services, Medicare's
aljowed chargesl were roughly comparable 10 costs. However, the higher tol
charges allowed for bills in which the services are saparately itemized may be
providing an ipcentive to unbundle the services for billing purposes. This
incentive is likely to be strong among providers who perceive that their costs

would not be covered by billing an all-inclusive charge.

The analysis of natonal Medicare claims data ynderscored the geographic
diversity of the ambulance industry. Average allowed charges for an ambuylance
trip varied widely both within and across Medicare carriers. Service mix also

varied.
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Basing refmbursement on the actual procedurss performed and services

rendered. rather thas the type of vehicle used-

RECOMMENDATIONS

all, ambulance providers are receiving

findings in this report indicate that, Over
ever, HCFA has

The
adequate payments for services to Medicare beneficiaries. How
ken apd plans further administrative, regulatory, and legislative inigatives

underta
of carTier coverage determinations and

for improving the cousistency payments for

e services. No pew legislation is proposed at this time; however, we ars

ambulanc
legislaton as part of the Fiscal Year (FY) 1996

considering proposiog such

budget.

———

| Cﬂ"i}'p.a% Bf.&#aw_)'

HCFA is mindful of Congressional concarns about assuring access to Tansport

services in rural areas and equirty in the payment for the seniées. The agency will

be especially sgnsiﬁve to these objectives in the proposed initatives.

g

014
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Basing reimbursement on the actal procedures performed apd services

rendered, rather than the type of vehicle used.

RECOMMENDATIONS

The findings in this report indicate that, overall, ambulance providers are receiving
adeguate payments for services to Medicare bepeficiaries. However, HCFA has
undertaken and plans further admipistrative, regulatory, and legislative inidativas
for improving the consistency of carrier coverage determinations and payments for
ambulance services. No new legislation is proposed at this time; however, we are

considering proposing such legislation as part of the Fiscal Year (FY) 1996
budget

14
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The Office of the Inspector General (OlG) recommended that Medicare
carriers apply inherent reasonableness criteria mOrc‘stringcm!y. These criteria allow
carriers to adjust rates downward if charges do not appear to be economically justified.
The use of these criteria would be particularly applicable in areas with unregulated

rates served by one or a few providers,

'I'hcs:l criteria could also be used to adjust rates upwards for areas that
have legitimately higher costs. These adjustments could be made for sole community
providers serving sparsely-populated areas, similar to payment adjustments made for
sole community tural hospitals. (Reeal) there are economies of scale in the provision of
ambulance services.l and, ¢eteris paribus, the small providers will have higher costs per
run) Rates also could be adjusted if a strong case could be made that the decline in
the use of volunteer staff. or changes in commupity standards bas dramatically increased

costs,
732 Scheduled Runs

A major finding of this study was that scheduled runs are provided at
substancdally lower cost than ercergency runs. (Approximately 20 to 60 percent below
the costs of providing an emergency BLS run and substantially below the cost of

providing an emerécncy ALS run In the surveycd States.) Despite this fact, most

7-10
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August 10, 1995
MEMORANDUM FOR CAROCL RASCO
FROM : JULIE DEMEO

Subject: HCFA Regulation’s Negative Effect on Rural
Ambulance Service

The President reguested that you follow;gg 8n Eis conversation

with Jamie Pafford-Gresham, regarding a A propesedt—

regulatlon and it’'s negatlve effect on rural ambulance services.
b vy oL Pugesed. in L Combny mothe

In response to this request, I spoke with Jamie and her father

whe own the Pafford Ambulance Service. Their company owng 25

ambulances which service eleven rural counties in Mississippi and

Arkansas. W
P verdted_

They are very concerned abougxa preposed-HCFA regulation
e , wirteh would alter the amulance
relmbursement structure. Sha it

According to the Pafford’s:

* Most ambulances (especially in rural areas) are mandated by
the county to be "Advanced Life Support" (ALS) eguipped,
vergus "Basic Life Support™ (BLS) equipped.

* Equipping an ambulance at the ALS level costs approximately
$70,000, versus $50,000 for a basic ambulance.

* In counties with this ALS mandate, HCFA currently reimburses
all ambulance (Medicare} calls at the ALS rate, which is
approximately $100 more that the BLS rate.

* The new regulation would reimburse only calls where ALS is
used at the ALS rate and all other calls at the BLS rate.

The proposed HCFA change would disproportiocnately impact rural
emergency service for the worse, at a time when rural hospitals
are closing and rural health systems are struggling. For rural
counties that only can only afford to be serviced by one
ambulance -- that ambulance has to be ALS equipped! Yet, the

lower volume of calls in rural areas means that to support an ALS /
ambulance they need to get paid at an ALS rate.

vb



UNSCIENTIFIC CASE STUDY OF THE JEFFORD’S AMBRULANCE SERVICE:

* 25 (ALS) ambulances

* Approx start-up cost of $70,000 per ALS ambulance

* 11 counties (all with an ALS-mandate law)

* Approximately 45 total calls per day

* Over 50% are emergency calls (911 or equivalent used}

* But only approx. 35% turn out to use the ALS equipment {(and

thus be BALS rate reimbursed under proposed HCFA regulation)

It thé&gare reimbursed for 45 calls a day, but now only 35% or
the 45 calls are at the ALS ‘rate - this means a daily decrease of

iy




