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THE NATIONAL ASSOCIATION OF 

State Emergency Medical Services Directors 

NATIONAL ASSOCIATION OF STATE EMS DIRECTORS 

Wednesday October 25, 1995 
Bismarck, North Dakota 

RESOLUTION 95-08 
URGING ADEQUATE REIMBURSEMENT FOR AMBULANCE SERVICES 

WHEREAS, ambulance service is an essennal component of all Emerpency Madieal Services (EMS) 
systams, and 

WHEREAS, EMS is a critical safety net that ensures all citizens timely emargency medical care and 
access into the entire heahh cars system, and 

WHEREAS, f inancing of ambulance services through reasonable and appropriate refmbursement 
policies is essential to sustain current levels of service, and 

WHEREAS. EMS, repressntino less than 1 % of overall national health expenditures, already 
represents an extremely marginal cost to ensure such a critical, population-based service, and 

WHEREAS, Congress is currently enacting reductions and changes t o the Medicare program that 
may cap ambulance fees at current levels well beyond the Year 2000 and l imit tha overalf amount 
avaftabie t o reimburse ambulance services on an annual basis, 

NOW, THEREFORE, BE fT RESOLVED, that the National Association of State EMS Directors urges 
that Congress adopt a bill that contains apacific language to reform ambulance reimbursement 
through the development of a comprehensive, national fee schedule and reject language which 
would freeze ambulance service rates into the future, and 

BE (T FURTHER RESOLVED that the National Association of State EMS Directors encourages the 
President, Congress, the Health Care Fmancing Administration and other public and private 
insurance off icials to support adequate reimbursement for emergency medical care and 
transportat ion, w i t h particuler anention to rural constraints, to ensure the vitality and ful l 
geographic distr ibution of these critical heahh serwiess. 

V^opted in, this fo rm by unanimous vote of the membership, October 25 . 199B: 

President, Dan Manz 

Secretary, Louise G&ie t te ' 
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10/25/95 16:06 TX/RX. NO.3612 P.002 



^ QCT-24-95 TUE IB:41 EXECUTIVE HGHT SVCS FAX NO. 19164825473 p. 03 

1 SEC. t5609A. ESTABLISf fMCNT OF FEE SCHEDULE FOR AMBULANCE 
2 SERVICES. 
3 W Paymem in Accordance With Fee Schedule: Section »S3300m 
4 (42 U.S.C l39$KtX 1)) is nmwled--
5 f 1) by sirikina ' nnd {?)' and jnsenins '(P;1; And 
6 (2) by scrikimj ihe sejnicoloii :u ihe ond nnd inserting ihe 
7 fcllowing:and (Q) with respect TO ambulance service, the 
8 amounts paid shnll be SO percent of the lesser of the actual 
9 charge for the services or the amount determined by a fee 

1 0 schedule eslablished by the Secretary for the purposes of this 
1 1 subparagraph (in accordance wiih section 15608(b) of the 
12 Medicare Preservation Act)/. 
13 (b) Requirements for Establishment of Fee Schedule; 
14 (1) In gencrHi:, nnd rn accord<incc 
I * with the requirtmews of tin* suhdection 
16 (2) Considerations- In irtj.iblijhin^ ihe tee schedule for 
17 ambulance services, the Secretary shall-
18 (A) establish rueclianismj to conirol increases in 
19 expendilures for ambulance services under purt B of the 

2 0 mecficare program which fairly reflect the chans'tng nature 
21 of the ambulance service industry: 
22 (B) establish defmirions tiir ambulance services which 
23 promote efliciency and link payments (including fees for 
24 assessment and irtatmcnr services) ID the type of service 
25 provided; ^ 
26 (C) take inlo accoum regional tlitTcrences which affect CL^jdjK^ 
27 cost nnd productivriy. Inciitditt" diU'wcnccs in the costj ' 
24 of resovirves and Ihc costs of uncompensated care: 
29 (D) apply dynnmic adjusrinems ro payment rates to account 
30 for inflation, demographic changw in ihe population of 
31 medicare beneficiaries, and changes in the number of 
32 providers of ambulance services participating in the 

I 33 medicare program, and 
34 (E) phase in ihe application ofthe payment rates under 
35 the fee schedule in un ellicicnt and lair manner 
36 (3) Savings: In establishing the fee schedule for ambulance 
37 services, the Sccremry shad— 

I 38 (A) ensure lhat tlie aisijret;Ric amount of payments made for 
; 39 ambulance services under pflir B of the medicare program 

40 during I99S does not exceed the aggregate amount of 
41 paymenrs which wcu\tl have been made for such services under 
42 part B of ihc program durir.̂  1998 if the amendmenis made by 
43 this section were not in cffeci: and 
44 (B) set the payment amoums provided under the fee 
45 schedule for services tiirrished in 1999 and each subsequent 
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244 Main SPioei 

ZCetontfapt, jd&l 74647 

RURAL AMBULANCE SERVICES 
(DEFINED) 

Rural EMS Providers are those providers who provide the only EMS service 
for a county or similar geographic region containing locales where transport 
times to major trauina centers (level 1) may routinely exceed 20 minutes due 
to terrain, distance or other contributing factors. 

(Note: this definition 
College of Emergerlcy Phys 

was used in an EMS study prepared by the American 
^-sicians to compare rural and urban EMS settings.) 
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o Z ^ n f M ^ ' ^ t 0 T p r e S e n t d e f m i t 1 0 1 1 o f R u r a l « defined by the Office of Management and Budget and add a third option to the criteria. 

Rural-meets any of the following THREE criteria: 

outside of a Metropolitan Statistical Area (MSA) as 
by the Office of Management and Budget, OR 

in a rural census tract of one of the MSA countiest listed 

1) located 
defined 

2) loeatec 

3) 

in Appendix I of the Federal Register notice, OR 

areas 4ich are designated by OMB as an MSA county 
which does not contain a level one trauma center 
within its boundaries. 

(There are couaties on the OMB's list as MSA counties which do not even 
have a hospttal located in them but are considered due to proximity of a 
metropolitan area. Access to healthcare then becomes a problem in these 
areas, j 



+ o/ne> 7 

to 

._ Acs des 







T o . 

D a t e . . T i m e . 

M 

o f . 

W H B L E Y O U W E R E O U T 

P h o n e 
Area Code Number Extension 

TELEPHONED PLEASE CALL 

CALLED TO SEE YOU WILL CALL AGAIN 

WANTS TO SEE YOU URGENT 

RETURNEDYOUR ' r 
M e s s a g e . 

Operator 

AM PAD 
EFFICIENCY® 23-023 CARBONLESS 



SEP-15-1995 15:57 
P.01 
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Briefing Material 
Ambulance Regulation 

August 2,1995 

I. WHY THIS REGULATION IS NEEDED 

There have been dramatic changes In the ambulance industry since this service was 
first authorized for Medicare beneficiaries in 196b. A huge array of equipment, 
supplies and vehicles plus Increasingly well-trained staff have made ambulances more 
efficient at saving lives. These developments have also resulted in a rapid increase in 
Medicare expenditures. While total Medicare carrier payments grew by 50 porcont 
between 1987 and 1992, carrier ambulance payments grew by 150 percent during that 
same 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, Medicare payments for ALS and BLS services 
increased by $72 million from 1988 to 1989. Of this amount, 73 percent was 
attributable lo increased utilization of Al S ambulances. 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 paymenls have continued to increase in this decade, although at a 
slbwer rate than previously. For the period 1992 to 1994, ALS payments increased 15 
percent annually from $500 million to $660 million. Total ambulance payments have 
experienced a similai pattern with annual increases of 15 percent and currently total 
$1.7 billion. 

The growlh uf ambulance payments has been documented by three OIG Reports 
issued in 1992 to 1994. The OIG reports, along with the findings of the Project Hope 
Study of Paymenls for Ambulance Services under Medicare, have been the impetus of 
initiatives undertaken by HCFA to address the growth in ambulance spending while 
protecting beneficiary access to essential services. 1 his issue has also received 
attention from Congress as evidenced by a December 1994 hearing by the Senate 
Appropriations Cominiilee, Subcommittee on Lanor, Health, and Human Resources. 

Medicare's current policv bases payment for ambulanrfl services on the type of vehicle 
dispatched to a beneficiary, i.e. if an ALS vehicle is used payment is made at the ALS 
rato. Thia proposed regulation would base payment on the level of ambulance service 
thet is medically necessary. 

We havo reviewed ambulance utilization patterns and found that there is a small 
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number of regular users ot this service. For some End Stage Renal Disease (ESRD) 
beneficiaries other forms of transportation to dialysis facilities is contraindicated; they 
need ambulance transportation to receive dialysis services on a regular basis, i.e. three 
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. 

ISSUES 

A. Basing Payment on Medical Necessity 

Di^lSSipn 
Medicare's current policy focuses on the type of vehicle used as determinative of 
the level of payment. I he BLS/ALS issue is further complicated by the fact that 
there are an increasing number of local governments mandating, through 
ordinances or regulations, ALS ambulance service as the minimum level of 
ambulance transport. 

Thus Medicare has paid at the ALS rate even when ALS services are not 
necessary. This has resulted in increased expenditures for the Medicare 
program and its beneficiaries who are subject to a 20 percent copayment on 
these sen/Ices. While we do not dispute the value of the ALS services when 
they are needed, we also do not believe that Medicare should pay et the higher 
rale in cases where Al S services are not required. Under this proposal, an ALS 
ambulance company must bill the BLS code if only BLS services are furnished. 
Otherwise, the bill is incorrect and the Medicare carrier will downcode the claim 
to the BLS code with the corresponding 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 claims (which account 
for over 90 percent of all ambulance claims) the beneficiary is protected from 
any additional financial liability Therefore, in the case where an ALS code is 
billed, but only a BL S payment is allowed, the beneficiary is liable only for 
coinsurance due on the lower BLS payment allowance. This protection is 
affui Ued in either of two ways. I he most common circumstance will be that an 
ALS ambulance was used, but no ALS service was furnished. The new coding 
Struclu e requires the use nt a code that describee thic cituotion. To bill for an 
ALS service when no ALS service was furnished is a false claim, and the 
beneficiary is not liable based on a false claim for services that were never 
furnished. 

The other case, which we expect will be much lees frequent, is the case in which 
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the ambulance company furnishes an ALS service 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 section 1879 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 questionable. Likewise, 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 haid 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 obvious evidence that the 
beneficiary knew that Medicare would not pay. 

Regional Impact 
In order to determine which geographical areas would be most impacted by 
basing Medicare ambulance 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 percentage of ALS care compared to 
national levels. 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 
Mississippi 

Also, eleven carriers (the additional 6 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 are viewed by locality Of 
23b localities, only 13 account for 50 percent of the impact, 36 localities account 
for 75 percent and 57 localities account for 90 percent of the total impact on ALS 
services. Those 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 Area 
A primary concern in baaing payment on medical necessity is the issue of 
ambulance services in rural areas. We do realize that there aro 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 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 if the State Emergency Medical Services Director certifies thai Ihe 
ambulance service 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 supplier 
can be excepted if it offers an ALS level of service only and is located 
more than 40 miles from tho nearest alternative provider. 

Recommendation 
If a 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 Medicare and tho beneficiary. 

Limitations on liability would provide beneficiary protection. 

Identifying a rural exception would help to maintain access to services for 
beneficiarips in a rural area. 

Cons: 

Ambulance suppliers believe that the proposed policy change will lead lo 
the collapse of many EMS systems in tho 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 suppliers will be reduced. 

B. Medical Condition Codes 

For several yoars the American Ambulance Association (AAA) has expressed an 
interest in tho subject of the national medical condition indicator codes for 
ambulance services. Current Medicare guidelines indicate that, in order to be 
covered, ambulance services must be reasonable and necessary. This is 
usually established in part by the diatjnosis of the patiBnfs condition at the time 
of the transport. Physicians are required to use ICD-9-CM codes on Part B 
claims submitted for payment. However, no such national requirement Miftts for 
ambulance suppliers. 

While suppliers havo boon encouraged to employ the use uf IIiw existing 
ICD-9-CM codes, many aro reluctant to do so, because ICD-9-CM codes are 
diagnosis codes and, by law, ambulance suppliers not authorized to diagnose 
the patient's medical problom. 

Currently, different carriors use local modifiers and ICD-S-CM crossovers to 
process claims, What is needed is a uniform method of coding that would 
simplify claims processing and provide ambulance personnel with the ability to 
accurately describe the condition of the patient. 

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

Recommendation 
Therefore, we are also proposing the promulgation of national medical condition 
indicator codes for ambulance services. 

Pros: 

Claims are easier to evaluate. 

Comprehensive coding system would bo consistent among carriers and 
conforms to the Medicare Transaction System. 

The American Ambulance Association and American College of 
Emergency Physicians have reviewed the current list and submitted 
recommendations for consideration. 
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Cons: 

The listing may need revision periodically. 

AAA and ACER believe the current listing should be expanded because 
the current list is too narrow and rostrictive. 

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

We also propose lo publish rules clarifying the requirements for determining 
whether a vehide qualifies as an ambulance for Medicare purposes. 

In some Stales, an ambulance is defined, by State or local laws, as a vehicle 
that ia intended for modical emergency transportation. There ere, however, 
some suppliers that bill Medicare for providing transportation in vehicles that are 
not equipped to respond to medical emergencies es required by State or local 
law. 
Transportation in such vehicles may be furnished to persons who need 
assistance in getting to coro givcro, for oxomplo, bocauea 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 respond to a medical emergency is not 
contraindicated. Typically, this level of transportation is less than ambulance 
services and ia furnished to a person who has a scheduled medical appointment, 
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 
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 ACER have maintained that a separate definition of emergency 
should be included in the proposed regulation. While we initially 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. ACfcH has submitted 
Its "prudent layperson" definition of emergency services This definition, 
according to ACEF, "accommodates an individual patient's judgement about 
their emergency symptoms and whether to seek emergency care" ACFP views 
HCFA's statutory definitions as inappropriate because ambulance personnel are 
not authorized to diagnose a patient's medical condition in addition to 
discouraging an individual from pursuing tne care may deem appropriate; the 
prudent layperson definition would allow patients to determine whether they are 
in need nf mftriical rare 

Recommendation 
We believe that the basic purpose of the ambulance benefit set fortn in 
section 1861(s)(7) of the Act, which states that ambulance service may be 
covered by Medicare if the use of other methods of transportation is 
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distances than nearby freestanding facilities. Ambulance services must be 
reasonable and medically necessary. Generally, coverage of ambulance 
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 effort to address this problem of inappropriate 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 hospital-based dialysis facilities and 
trips lo non-hospital-based facilities as well as omcrgcnoy and non -emergency 
transportation. These codes have been in full effect since April, 1995. 

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

Recommendation 
Wo propose 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 
regulation more consistent with our policy of transporting bonoficiaries to the 
nearest appropriate facility. 

In addition, we propose to revise the regulations to deal with the issue of 
whether tho 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 involving repetitive, scheduled ambulance runs (such 
as to a dialysis facility) where non emergency BLS service 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 ie contraindicated. We also propose to specify that the 
certifications, while renewable, would be valid for a period not to exceed 60 
days. 
Pros: 

Proposal makes the benefit more equitable to ESRD beneficiaries by 



TO 9-1562879 P. 08 
fiUG-16-1995 l6 , -43 FROM T U 

contraindicated by the individual's condition, but only to ths extent provided in 
regulations, is to provide coveiage for necessary transportation in emergency 
situations. The current definitions of "ambulance" contained in the regulation 
and manuals do not state specifically that ambulance services 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 levise the regulation to define an 
ambulance in terms of the medical equipmenl, staffing requirements and the 
ability to respond to a medical emergency. We also propose to revise the 
regulation to establish definitions of BLS and ALS levels of ambulance service. 
We propose to use, with minor changes, the definitions contained in current 
manual instructions. While some may argue that we are overriding State nr local 
law that may not be as strict as our proposal, these requir ements would only 
apply to Medicare beneficiaries who, we believe, would benefit from receiving 
amhulance services from those suppliers meeting these vehide. medical 
equipment, and staffing standards. 

Pros: 

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

Promotes consistency in interpretation of policy and adjudication of 
disputes. 

Ensures a quality standard of care for Medicare beneficiaries. 

Cons-

A C E P 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 aro in conflict with ACEP's piudent layperson 
definition. 

ACEP views the current definitions and proposed changes as establishing 
barriers tn emergency medical ooro. 

D. End Stage Renal Disease Beneficiaries 

Discussion 
Currently, the Medicare program may pay to have ESRD beneficiaries 
transported to hospital-based ESRD facilities that may be located at greater 
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eliminating unnecessarily long ambulance trips to hospital-based dialysis 
facilities 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 tlie attending physicians and . 
ambulance suppliers. 

Carrier costs for claims processing will increase because nt physician 
certlTlcation requirement. 

III. OTHER CONSIDERATIONS 

Legislative Pnooosal in lieu of Regulatory Change 
While we are proposing to change the regulations to effect the changes 
described above, another alternative is to seek a legislative proposal to change 
these policies. Since ambulance services are a politically 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 were 
originally set when the program began in 1965 need to be updated tb reflect 
current conditions. 

We have a legislative proposal to pay for ambulance services on a fee schedule. 
We would limi: the payment allowance for ambulance services to the average 
allowed charg J of each locality. An average allowed charge would be calculated 
for each locali y (there are approximatoly 235 localities around the country). 
Payment woul i be made at the lower of the ambulance supplier's actual charge 
or the average allowed charge for that locelity. This proposal Is essentially 
budget neutral because by limiting the payment to the average allowed charge 
by locality, payment denied to a higher charger is added to the allowable charge 
of a lower charyer. This proposal redistributes money within a locality rather 
than denying it 

We would also pursue legislation to protect the beneficiary's financial liability by 
requiring ambulance companies to accept assignment. Under the terms of 
Medicare assidnmeiit. Medicare pays its benefits only to the ambulance 
company (i.e., the beneficiary is not paid), the ambulance company accepts 
Medicare's allowable charge as its total charge, and ambulance companies may 
Dill beneficiaries only for the Part B coinsurance {20 percent) and any unmet 
Part B deductib e applied to Medicare's allowed charge for any Medicare 
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covered service. Historically, over 90 percent of ambulance claims are paid 
under assignment. K 
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Briefing Material 
Ambulance Regulation 

August 2,1995 

I. WHY THIS REGULATION IS NEEDED 

There have boon dramatic changes in the ambulance industry since this service was first 
authorized for Medicare benefictaries in 1965. A huge array of equipment, supplies and 
vehicles plus increasingly well-trained staff have made ambulances more efficient at saving 
lives. These developments have also resulted in a rapid increase in Medicare 
expenditures. WhjlejoteLMedicare carrier payments grew by 50 percent between1987 
and 1992, rarnejL^bujance payments grew by 150 percent during that same 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, Medicare payments for ALS and BLS services increased by $72 
million from 1988 to 1989. Of this amount, 73 percent was attributable to Increased 
utilization of ALS ambulances. 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 period 1992 to 1994, ALS payments increased 15 percent 
annually from $500 million to $660 million. Total ambulance payments have experienced 
a similar pattern with annual increases of 15 percent and currently total $1.7 billion. 

The growth of ambulance payments has been documented by three OIG Reports issued 
in 1992 to 1994. The OIG reports, along with the findings of the Project Hope Study of 
Payments for Ambulance Services under Medicare, have been the impetus of Initiatives 
undertaken by HCFA to address the growth in ambulance spending while protecting 
benefidary access to essential services. This issue has also received attention from 
Congress as evidenced by a December 1994 hearing by the Senate Appropriations 
Committee, Subcommittee on Labor, Health, and Human Resources. 

Medicare's current pdky bases payment for ambulance services on the type of vehide 
dispatched to a benefidary, i.e. if an ALS vehide is used payment is made at the ALS 
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rate. This proposed regulation would base payment on the level of ambulance service 
that is medically necessary. 

we have reviewed ambulance utilization patterns and found that there is a small number 
of regular users of this service. For some End Stage Renal Disease (ESRD) benefldaries 
other torms of transportation to dialysis facilities is contraindicated; they need ambulance 
transportation to receive dialysis services on a regular basis, i.e. three times a week. Thia 
extremely smaH group of beneficiaries (less than 2 percent) account tor 75 percent of all 
ESRD ambulance payments. Nevertheless, rt is important that HCFA not foreclose access 
to medically necessary ambulance services for ESRD benefldaries. 

II. ISSUES 

A. Basing Payment on Medical Necessity 

Discussion . . 
Medicare's current policy focuses on the type of vehide used as determinativo of 
the level of payment. TtreBLS/ALS issue js further complicated by the fact that 
there are an Increasing number of local governments mandat'mg.Jthrough 
ordinances or regulations. ALSL^mbulancejendce as the minimum level of 
ambulance transport. 

Thus Medicare has paid at the ALS rate even when ALS services are not 
necessary. This has resulted in increased expendituros for the Medicare program 
and its benefidaries who are subject to a 20 percent copayment on these services. 
While we do not dispute the value of tho ALS services when they are needed, we 
also do not believe that Medicare should pay ot tho higher rate in cases where ALS 
services are not required. Under this proposol, an Al S ambulance company must 
bill the BLS oodo if only BLS services are furnished. Otherwise, the bill is incorrect 
and the Medicare carrier will downcode the daim to the BLS code with the 
corresponding lower payment allowance. 

Impact on the Benefjdary 
Ambulance companies file Medicare daims in one of two ways; accepting 
assignment or not accepting assignment For assigned daims (which account for 
over 90 percent of all ambulance claims) the benefidary is protected from any 
additional financial liability. Therefore, in the case where an ALS code is billed, but 
only a BLS payment is atinweri, the beneficiary is liable only for ooineuranoo duo 
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on the lower BLS payment allowance. TWs protection is afforded in either of two 
ways. The most common dreumstanoe will be that an ALS ambulance was used, 
but no ALS service was furnished. Tlie new coding strudure requires the use of 
a code that describes this situation. To biH for an ALS service when no ALS 
service was furnished is a false daim, and the benefidary is not liable based on a 
false daim for services that were never furnished. 

The other case, which we exped wilt be much less frequent, is the case in which 
the ambulance company furnishes an ALS service which the carrier determines 
was not medically necessary. The carrier would then pay this daim at the BLS 
rate. The benefidary will be proteded by the 'limitation on liability" provision 
(section 1679 of the law). 

We are providing protection under section 1879 in the same manner as It applies 
to ell othor services, with this exception: tne ambulance suppliers will nut Ue 
required to give advanced written notices ot the likelihood of non-coverage, nor lo 
obtain tho 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 questionable. Likewise, 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 heid 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 
benefidary will be liable only when there is dear and obvious evidence that the 
benefidary knew that Medicare would not pay. 

neqional impod 
In order to determine which geographical areas would be most impacted by basing 
Medicare ambulance 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 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 
account for 50 percent of the regulation's impad: 

Northern California Toxoa 
Florida Ohio 
Mississippi 



PUG-11-1995 15:03 PROM TO 91552979 P.01 

Also, eleven carriers (the additional 6 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 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 90 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 miPion for the first year; the tive 
year savings totai is $260 million. 

wurai Area 
j>jL A primary concern In basing payment on medical necessity is the issue of 

ambulance servtces in rural areas. We do realize that there are rural areas (where 
multiple ambulances, a mix of ALS and BLS, are not economical) lhat may be 
affected by our proposed change to base payment on medical necessity. To dale, 
however, we have not come to closure on exactly how a rural exception should be 
effected. 

Therefore, we are working with Department staff, induding the Office of Rural 
Health, in effort to establish a 'rural exception* that will attempt to mitigate the 
possible negative impart on rural areas. A proposed exception under 
consideration is to continue to reimburse a rural ambulance supplier under the 
current policy if the State Emergency Medical Services Diredor certifies that the 
ambulance service meets one of the following criteria: 

• The ambulance supplier only offers en ALS level ot 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 supplier 
can be excepted if it offers an ALS level of service only and is located more 
than 40 mites from the nearest alternative provider. 

Recommendation 
If a locality deddes to provide or require a level of service in excess ot what is 
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medically necessary, we recommend that Medicare should not be required to 
subsldtzo that dedston. tt should be the responsibility of the cfttzens of that tooality 
to pay for the dedslon to support an ALS-only system. 

Pros: 

• Potential cost savings for Medicare and the benefidary. 

• Limitations on liability would provide benefidary protection. 

• identifying a rural exception would help to maintain access to services for 
beneftoiarioc in a airol area. 

Cons: 

• Ambulance suppliers believe that tho proposed policy change will lead to 
the collapse of many EMS syetem© in the U.S, induding the probable 
elimination of ALS in rural communities and the layoff of EMS personnel. 

• Payments to some ambulance suppliers will be reduced. 

B. Medical Condition codes 

Discussion 
For several years the American Ambulance Assodation (AAA) has expressed an 
interest in the subject of the national medical condition indicator codes for 
ambulance services. Current Medicare guidelines indicate that, in order to be 
covered, ambulance services must be reasonable and necessary, "mis is usually 
established in part by the diagnosis of the pattenfs condition at the time of the 
transport. Physicians are required to use ICD-9-CM codes on Part B daims 
submitted for payment. However, no such national requirement exists for 
ambulance suppliers. 

While suppliers have been encouraged to employ the use of the existing ICD-9-CM 
codes, many are reluctant to do so, because ICD-9-CM codes are diagnosis codes 
and, by law, ombulonce auppliers not authorized to diagnose the patlenrs meaicai 
problem. 

b 
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Currently, different carriers use local modifiers and ICD-S-CM crossovers to 
process claims. What is needed is a uniform method of coding that would 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 medical 
necessity for BLS and ALS transportation, Le., demonstrate that other methods of 
transportation are contraindicated. 

Recommendation 
Therefore, we are also proposing the promulgation of national medical condition 
indicator codes for ambulance services. 

Pros: 

Claims are easier to evaluate. 

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

The American Ambulance Association and American College of Emergency 
Physicians have reviewed the current list and submitted recommendations 
for consideration. 

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 earner would require additional funding in addition 
to increasing the workload. 
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C. Ambulance Definition 

Discusgfon 
We also propose to pubRsh rules clarifying the requirements for determining 
whether a vehide qualifies as an ambulance for Medicare purposes. 

In some States, an ambulance is defined, by State or local laws, as a vehide that 
is Intended for medical emergency transportation. There are, however, some 
suppliers that bill Medicare for providing transportation in vehides that are not 
equipped to respond to medical emergendes as required by State or local law. 
Transportation in such vehides may be furnished to persons who need assistance 
in getting to care givers, 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 vehide designed and 
equipped to respond to a medical emergency is not contraindicated. Typically, this 
level of transportation is less than ambulance sendees and is furnished to a person 
who has a scheduled medical appointment, using a vehide 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 vehides, 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 emergendes. 

The AAA and ACEP have maintained that a separate definition of emergency 
should be induded in the proposed regulation. While we initially agreed with this 
position, it was dedded 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 definitron, according to 
ACEP, "accommodates an individual patients judgement about their emergency 
symptoms and whether to seek emergency care." ACEP views HCFA's statutory 
definitions as Inappropriate because ambulance personnel are not authorized to 
diagnose a patients medical condition in addition to discouraging an individual 
from pursuing the care they deem appropriate; the prudent layperson definition 
would 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 other 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" contained in the regulation and 
manuals do not state specifically that ambulance services must be furnished in 
vehides that are "equipped to respond to medical emergendes." 

As a means of distinguishing an ambulance from other modes of medically related 
transportation, we are proposing to revise the regulation to define en ambulance 
in terms of the medical equipment, staffing requirements and the ability to respond 
to a medical emergency. We also propose to revise the regulation to establish 
definitions of BLS and ALS levels of ambulance service. We propose to use, with 
minor changes, the definitions contained in current manual instructions. While 
some may argue that we are overriding State or local law that may not be es strict 
as our proposal, these requirements would only apply to Medicare beneficiaries 
who, we believe, would benefit from receiving ambulance services from those 
suppliers meeting these vehide, medical equipment, and staffing standards. 

Pros: 

• Allows HCFA to distinguish between ambulances and lesser forms of 
medically related transportation. 

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

• Ensures a quality standard of care for Medicare beneficiaries. 

Cons: 

• ACEP and AAA strongly believe that a separate definition of emergency that 
is appropriate for prehospital services is needed. The dedsion not to 
include separate definition of emergency, but to rely on the definitions 
contained in the statute are in conflict with ACEP's prudont layperson 
definition. 

8 
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ACEP views the current definitions and proposed changes as establishing 
barriers to emergency medical care. 

D. End Stage Renal Disease Beneficiaries 

Discussion 
Currently, the Medicare program may pay to have ESRD beneficiaries transported 
to hospital-based ESRD facilities that may be located at greater distances than 
nearby freestanding fadlities. Ambulance services must be reasonable and 
medically necessary. Generally, coverage of ambulance services is only available 
to a benefidary whose condition is such that the use of other methods of 
transportation is contraindicated. 

The first step In our effort to address this problem of inappropriate ambulance 
transport of ESRD benefidaries involved the implementation of new origin and 
destination 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 fadlities and trips to non-
hospital-based fadlities as well as emergency and nonemergency transportation. 
These codes have been in full effect since April, 1995. 

In addition to the Implementation of the coding changes, HCFA worked dosely with 
the ESRD Networks and fadlities to darify HCFA's coverage policy regarding 
ambulance transportation of ESRD benefidaries. As a result we were able to 
assure that ESRD benefidaries 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 those needing ambulance 
transportation, making sure the patients were transferred to a hospital-based 
facility. 

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

In addition, we propose to revise the regulations to deal with the issue of whether 
tho transport was scheduled or not. We would propose, tn this instance, to base 
payment for ambulance services on a medical necessity criterion. We would 
require, in situations involving repetitive, scheduled ambulance runs (such as to a 
dialysis facility) where non-emergency BUS service is required, that tho ambulance 
suppliers obtain advance written physician certification from the attending physician 
as documentation of the medical reason that transportation by other means is 
contraindtcaiea. we also propose to specify that tho certifications, while 
renewable, would be valid for a period not to exceed 60 days. 
Pros: 

• Proposal makes the benefit more equitable to ESRD beneficiaries by 
eliminating unnecessanly long ambulance trips to hospital-based dialysis 
facilities when a freestanding facility is closer. 

• Potential cost savings to the benefidary and Medicare. 

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

Cons: 

• Additional paperwork requirement for the attending physidans and 
ambulance suppliers. 

• Carrier costs for claims processing will increase because of physidan 
certificGtion requirement. 

ill. OTHER CONSIDERATIONS 

Legislative Proposal in lieu of Reoulator/ Change 
While we are proposing to change the regulations to effect the changes described 
above, another alternative is to seek a legislative proposal to change these 
polides. ance ambulance services are a politically sensitive issue, we may want 
a Congressional directive. On tho other hand, problems in Uiis area are well 
documented and the Medicare ambulance requirements that were or iginally set 
when the program began in 1965 need to be updated to reflect current conditions. 

10 
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We have a legislative proposal to pay for ambulance services on a fee schedule. 
We wouid limit the payment allowance 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 would be made at the lower of the ambulance suppliers actual charge 
or the average allowed charge for that locality. This proposal is essentially budget 
neutral because by limiting 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 
rt. 

We would also pursue legislation to protect the beneficiary's financial liability 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 benefidary is not paid), the ambulance company accepts Medicare's 
allowable charge as its total charge, and ambulance companies may bill 
benefidaries only for the Part B coinsurance (20 percent) and any unmet Part B 
deductible applied to Medicare's allowed charge for any Medicare covered service. 
Historically, over 90 percent of ambulance daims are paid under assignment. 

11 
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August 11,1995 i 

Julie Demeo ' 
The White House \ 
Domestic Policy | 
Washington, D C. j 

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 pertaining to emergency ambulance services. 

i 
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. 

i 

Daddy and I both separately received a letter from Thomas Ault with HCFA. They were 
exactly the same. While 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 concerned 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 all. 

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 bencficiariesr' as he states in his letter, if this 
change is made. 

Most small communities in America have limited hospital emergency room resources. 
Patients must travel great 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 
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 ibis poiul in die rcporL made part 
o f HCTA^I^jcctllppc" dated October 21,1991 (Section 7.3.1) In this, study, il is 
noted there must be some consideration given to the reimbursement methodology foi 
rural providers. Failure to recognize this fact will have a devastating impact ou rural 
providers. Rural, in terms of this issue, would imply areas of approximately 30.000 
population have sufficient volume to pennit operating a tiered system. 

It is our request that the current changes proposed by HCFA be amended to protect small 
rural Al.S ambulance services. This could be accomplished by making the current 
changes applicable to services nperafing in urban areas. Rural areas should be permitted 
TO continue providing ALS services in accordance will all current requirements (i.e. 
ordinances, mandates) of ALS reimbursement. 

It should be furiher noted payment to rural ambulance providers constituted only twenty 
percent of tlie ovemll ambulance expenditures made by the Medicare program. IT is 
estimated the savings from caily ALS iuici vcuiion in rural emergency medical siruations 
will far exceed the cost to the program. 

Failure to intervene in the proposed changes before HCFA will result in services leaving 
the rural areas. Rural residents will be left with little or no ALS emergency care. This 
will obviously have a catastrophic impact on the health and welfare of millions of 
Americans. 

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

Jamie PafftjrdsCfcsham 
Vice-President 
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/ _ . 

Lloyd D. (Doug) Darr 
12201 JacksoHYillc-Cito Road 
North tittle Rock, AR 72120 

(501)835-0741 

June 25,1995 

President Bill Clinton 
1600 PcnnsylvaniA Avenue 

Washington, DC 

Dear President Clinton. 

I am writing to request your help in preventing the Health Care Financing Administration 
(HCFA) from destroying our uaiiaxu rural emergency medical aeiviees (EMS) through a well 
intended, but poorly rw«arched, regulatory rule change. Specifically, they an* attempting to 
reduce the nation's Medicare cost by quickly pushing through a package of changes which effect 
the reimbursement of pre-hospital emergency medical caie by ambulance services. Overall this 
is a very good, well thought out package of changes. However, one change will only allow for 
reimbureemetrt of transfers at the Advanced Life Support (ALS or paramedic level) rate when the 
patient actually needs the advanced level of care. At fint look this appeals to be a logical 
change, but it's effect will be to reduce the Emergency Medical Services available ia our nation's 
rural and frontier areas back to the Basic Lift Support (BLS or basic emergency medical 
technician) levels of the late 70s and early 80s. 
The package of changes is already drafted and wiQ be published in tbe Federal Xfigister within 
the next month. My specific request for your help is for you to temporarily stop the 
promulgation process of these changes and direct HCFA to conduct an in-depth study to \ 
detennine the impact of (his change on the ability of the rural and frontier ambulance services to / 
provide Advanced Life Support (ALS) for both emergencies and transfers after the chaoges are 
implemented 

To my knowledge the only input HCFA has had on these changes is prinurily firom large, urban 
ambulance services with high call volumes and numerous ambulances serving one urban region. 
These services can, and probably should, only be reimbursed for what they provide based on 
patient needs. The people HCFA has not heard from is the small, rural seivice with two or three 
ambulances who do nor have the luxury of multiple ALS and BLS units on duty and do not have 
the large call volume required to effectively assign units to a request for service based on the 
patient's seed. If these services are providing ALS level care, then ALS units are all they will 
have on duly, and their cost of transferring a patient will be the ALS cost, regardless of the 
patients needs. 

08/11/95 10:13 TX/RX NO.2509 P.001 
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I realize that publishing in the Federal Register is the legal way of obtaining public coroment 
Having been Governor of our rural state, I am sure you realize that the typical rural ambulance 
service marager will never see or is even aware of the Federal Register. These people need to 
be heard from now, and HCFA needs to go to them, since they do not have the ability dr method 
to be able to go to HCFA. 

If your staff researches this issue, you will be told that the American Ambulance Association 
(AAA) has agreed to the transfer reimbursement change. What you need to keep in mind is that 
the AAA primarily npresents the large, urban servtces who will not be effected by the change. 
If HCFA were to survey the rural state's ambulance associations and services, I believe they will 
find they oppose this cluiflge because of it's impact on rural services. The Arieansas Ambulance ~-X-
Association is opposed to this change. 

If this change goes through, then rural services will loss the benefit of ALS level reimbursement \ ^ 
on 70% of their transfers. With transfers (not emergencies) being the majority of a service's 7 

funding source, the services will be forced to reduce costs by only providing the less expensive y 
BLS level of care on all emergencies and transfers. This will reduce the overall pre-hospital and 
between hospital patient care available. The overall result will be a drastic increase in morbidity 
and mortality in rural areas which presently have ALS care, with an associated increase in the 
downstream costs of patient care. 

Until recently the highest level of prehospital caie, ALS (paramedic), was only available in the 
urban area where the profit motive is gro&ter due to increased call volume. However, in the 
urban asw transport times to major, well equipped hospitals is short, and the impact of 
advanced procedures before arrival at the hospital is less. 

The rural areas is where the ALS (paramedic) level is needed most, and where it is the most 
effective in preventing moibidity and mortality. Frequently the rural patient's life is in the hands 
of the EMT or paramedic for over an hour before arrival at a rural emergency room. After 
arrival at a rural hospital the criticaJ trauma or medical patient may only be stabilized before 
having to be transferred to a more well equipped and stafTed urban tertiary care canter for 
treatment. The patients care then reverts haeir to the paramedic, who must monitor and maintain 
the advanced procedure initialed during the one to three hour nip to the large urban hospital. 

The basic life support (BLS) and advanced life support (ALS) levels are frequently 
misunderstood by the general public and many public officials. The BLS level of care is 
performed by an emergency medical technician-ba&ie, commonly referred to as EMTs, who have 
completed at least 110 hours of training in accordance with curriculum established by the US 
Department of Transportation (DOT) and are certified/licensed by their state. They perform 
basic, non-invasive skills such as splinting, bleeding control and bandaging, administering 
oxygen, assistmg a patient with the patient's own medications, extrication from vehicles, etc. 
The EMT has been the backbone of pre-hospital care since the late 1970s. 

The ALS level is performed by an emergency medical technician-paramedic, commonly referred 
to as paramedics. After becoming EMT-Basics, these individuals contmue their training by 
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completing K minimum of 700 hours of additional training established by fhe DOT paramedic 
curriculum. The average paramedic course in Arkansas is 900 hours long. Paramedics are 
Ccquently the difference between life and death for a critical patient. In addition to the EMT 
-Basic's stills, paramedics perform advanced procedures such as EKG monitoring, endotracheal 
intubation, chest decompression, treating shock with TV fluids, and admmistration of drugs for 
medical problems snch as heart attack; insulin shock, acute high blood pressure, severe 
anaphylactic (allergic) reactioM. severe asthma attacks, congestive heart failure, etc. The 
paramedics procedures are so effective that a recent study showed that if a paramedic cannot 
restore a heartbeat to a patient in cardiac arrest, that the statistical probability of tbe emergency 
room saving the patient is zero. Based on this study, some states are considering allowing 
paramedics (not EMT-Basics) to pronounce patients dead when tesuscitative efforts in the field 
are unsuccessftil. 

The long term financial impact of proper paramedic level prehospital care is tremendous. 
Twelve lead EKG* performed in Ae field are reducing the time to diagnosis of heart attack and 
treatment with thrombolytic therapy. Rapid thrombolytic therapy can significantly reduce the 
damage caused by a heart attack, thereby reducing length of hospital stays, and allow the patient 
to return to productive life. The poramedtc's advanced eardiac life support (ACLS) skills can 
prevent cardiac arrest, or even restart a stopped heart Treating patients with acute high blood 
pressure can prevent them ftom having a stroke enroutc tc the hospital. Rapid treatment of 
unconscious patients in insulin shock prevenls brain damage. IV fluids for victims of traumatic 
injury can keep them alive until they receive surgical care. Treating trauma victims with steroids 
can prevent the brain from swelling emome to the hospital, preventing pennanent brain damage 
or death. These are only a few examples of the numerous emergencies which require a 
paramedics skills. 

A paramedic is also frequently required to m<HntMn the standard of care when transferring 
trauma, heart attack, and other acute patients from the smaller rural hospital to an urban tertiary A ~ 
care facility. If a paramedic level ambulance is not available, then the hospital has to send a 
nurse or physician, drastically increasing the overall cost of the transfer. 

One of the justifications given for die new mgularions is that a study of Arkansas and a few other 
states showed that the amount of ALS claims by ambulance services has increased significantly 
between 1988 and now. The felac conclusion derived from the study was thai the increase was - , 
due to fraud In 1988, Arkansas had only 20 paramedic level ambulance services. Since then 67 
services have upgraded to the penunedic level so that they can provide better care. In fact, since J 
your election to President, Cherokee Village, Walnut Ridge. Cliitton, Maumelle, Cabot, Lonoke 
County, Gram County, Sherwood, and Newton County have advanced to the paramedic level. 
Columbia County. Hempstead County, and Yell County will reach the paramedic level in the 
next few months. If these new Mecbcara changes take effect, every one of these areas will 
probably have to revwrt 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 ean intervene to prevent the pcoaiulgatioo of these Medicare reimbursement 
changes before a study of their impact on rural America is conducted. 
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I am willing to volunteer my rime to help your rtafif or HCTA in studying this issue. I was the 
D ^ r of ^ ^ ^ » Department of Heahh's Emergency Medical Services and Trauma 
Svstems Division until last week, when I vohmtarily resigned to work in the private sector. I 
S ^ ^ S T S i e ExecudvTcommittee oftheKetional Associarion of State SMSI M c » 
where I represented the south central ihttee. I am currently working as a paramedic and shift 
supervisor in Sherwood. Aitansas. 

I appreciate your attention to this critioal issue. 

Sincerely, 

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

cc: Governor Jim Guy Tucker 
Senator David Piyor 
Senator Dale Bumpers 
Representative Ray Thornton 
Dr Sandra B. Nichols, Director, Arkansas Department of Health 
Dr Marvmi Leibovich, Chairman. Arkansas EMS Advisory Council 
Dr John Cone, Chairman, Arkansas Trauma Advisory Council 
Mr. David Jones, Member. Arkansas Trauma Advisory Council 
Mr Francis Carson, President, Arkansas Ambulance Association 
Mr. Bob Wffliama. President. Arkansas EMT Association 
Mr Dan Ma©*, President, National Association of State EMS Directors 
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provide total cost data. In tbe absence of an on-site audit, the accuracy of the 

reponed cost data is less than ideal for research purposes. 

These data problems point to the need for caution, also, in making 

recommendations based on inferences drawn from the data. Despite the coding 

differences, the overall quality of the 1987 Medicare claims data was adequate to 

provide insights into the use and spending patterns for ambulance services. 

FINDINGS 

Patterns of Ambulaoce Service Use and Costs 

Analysis of Medicare claims data showed that of the almost S602 million in 

allowed charges incurred for ambulance services in 1987, ISout ffiperamt 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 

beneficiaries living in rural areas (57 users per 1,000 beneficiaries). 
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Uibas resfdests also a^^imo^Ti^a^^^f^iBtgdacer^eTvices (about 

110 runs 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 run), the rate of 

program allowed charges for urban beneficiaries ($14,818 per 1,000 beneficiaries) 

was 50 percent higher than for rural residents (59,854 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 urban and rural areas 

reflects differential access or different preferences as to the mode of 

transportation. 

Tbe charges allowed by Medicare in the 4 States surveyed covered the average 

costs of providing rural ambulance services, for both BLS and ALS services. In 

urban areas, the allowed charges were sufficient to cover BLS services, but were 

below the average costs of ALS services though exceeding marginal costs. The 

attached study by Project HOPE presents detafled data at Table 5-1. 

Nevertheless, a smaller proportion of rural providers than urban providers 

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

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

significantly higher than the average of Medicare's allowedcharges. In addition, 

nuleage wasshowtTtd be a major contributor to higher average costs for these 

rural firms. 

tfi' 
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The study of tbe claims file showed that services reimbursed in addition to an 

ambulance base rate (i.e., "add-ons") increased tbe average allowed charges for 

BLS and ALS runs by 42 and 74 percent, respectively. Mpeagej 

contributed, the most to the price of a run, with oxygen second. The relative 

importance of these additionally-reimbursable services to the overall price of an 

ambulance run varied among the carriers. While most carriers reimbursed aa_alb^ 

iachzsivê rate for ALS services, some carriers predominantly used the non-

inclusive rate. 

^Results from the Survey of Ambulance Providers suggest that mileage adSonsl 

were considered essential for ambulance providers m rural areas. Tlie analysis of 

payment adequacy suggested that, when including the add-on seivices, Medicare's 

allowed charges were roughly comparable to costs. , However, the higher total 

charges allowed for bills in which the seivices are separately itemized may be 

providing an incentive to unbundle the seivices 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. 

Tbe analysis of national Medicare claims data underscored the geographic 

diversity of the ambulance industry. Average allowed charges for as ambulance 

trip varied widely both within and across Medicare carriers. Service mix also 

varied. 

10 
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i e actual procedures perionned and semces 
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budget. 

HCFA is mindful of Congressional concerns about assuring access to transport 

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

be especially sensitive to these objectives in the proposed initiatives. 
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Basing reimbursement on tbe actual procedures performed and seivices 

rendered, rather than the type of vehicle used. 

RECOMMENDATIONS 

The findings in this report indicate that, overall, ambulance providers are receiving 

adequate payments for services to Medicare beneficiaries. However, HCFA has 

undertaken and plans further administrative, regulatory, and legislative initiatives 

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 pan of the Fiscal Year (FY) 1996 

budget 

14 
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The Office of the Inspector General (OIO) recommended that Medicare 

carriers apply inherent reasonableness criteria more stringently. These criteria allow 

carriers to adjust rates downward ir 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. 

These 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-populflted areas, similar to payment adjustments made for 

sole eoimnunity rural hospitals. (Recall there are economies of scale in the provision of 

ambulance services, and, ceteris paribus, tbe 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 community standards has dramatically increased 

costs. 

7JJ2 Scheduled Runt 

A major finding of this study was that scheduled runs are provided at 

substantially lower cost than emergency runs. (Approximately 20 to 60 percent below 

the costs of providing an emergency BLS run and substantially below the cost ot 

providing en emergency ALS run In the surveyed States.) Despite this fact, most 

7-10 
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August 10, 1995 

MEMORANDUM FOR CAROL RASCO 

FROM: JULIE DEMEO 

Subject: HCFA Regulation's Negative E f f e c t on Rural 
Ambulance Service 

The President requested t h a t you follow-^ip on.his conversation 
w i t h Jamie Pafford-Gresham, regarding ameSrlfCFA proposed * 
r e g u l a t i o n and i t ' s negative e f f e c t on r u r a l ambulance services. 

I n response t o t h i s request, I spoke w i t h Jamie and her f a t h e r 
who own the Pafford Ambulance Service. Their company owns 25 
ambulances which service eleven r u r a l counties i n M i s s i s s i p p i and 
Arkansas. u 

They are very concerned aboufy a p^pocodt-HCFA r e g u l a t i o n 
-(mrrenf 1 y i n 1 '-""MiinrMr1 I 'l i^H , wteroh would a l t e r the amulance 
reimbursement s t r u c t u r e . i f 

According t o the Pafford's: 

* Most ambulances ( e s p e c i a l l y i n r u r a l areas) are mandated by 
the county t o be "Advanced L i f e Support" (ALS) equipped, 
versus "Basic L i f e Support" (BLS) equipped. 

* Equipping an ambulance at the ALS l e v e l costs approximately 
$70,000, versus $50,000 f o r a basic ambulance. 

* I n counties w i t h t h i s ALS mandate, HCFA c u r r e n t l y reimburses 
a l l ambulance (Medicare) c a l l s at the ALS r a t e , which i s 
approximately $100 more t h a t the BLS r a t e . 

* The new r e g u l a t i o n would reimburse only c a l l s where ALS i s 
used at the ALS ra t e and a l l other c a l l s at the BLS r a t e . 

The proposed HCFA change would disproportionately 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. <^t*~^*^^^ 
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UNSCIENTIFIC CASE STUDY OF THE JEFFORD'S AMBULANCE SERVICE: 

* 25 (ALS) ambulances 

* Approx s t a r t - u p cost of $70,000 per ALS ambulance 

* 11 counties ( a l l w i t h an ALS-mandate law) 

* Approximately 45 t o t a l c a l l s per day 

* Over 50% are emergency c a l l s (911 or equivalent used) 

* But only approx. 35% t u r n out t o use the ALS equipment (and 
thus be ALS ra t e reimbursed under proposed HCFA r e g u l a t i o n ) 

I f thdsgfare reimbursed f o r 45 c a l l s a day, but now only 35% or 
the 45 c a l l s are at the ALS ra t e - t h i s means a d a i l y decrease of 
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