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September 15, 2015 
 
 
 
TO:  Mayor Michael D. Antonovich 
  Supervisor Hilda L. Solis 
  Supervisor Mark Ridley-Thomas 
  Supervisor Sheila Kuehl 
  Supervisor Don Knabe 
  
FROM:  Mitchell H. Katz, M.D. 
  Director 
 
SUBJECT: IMPACT OF MINIMUM WAGE INCREASE TO THE EMERGENCY  

            AMBULANCE TRANSPORTATION SYSTEM 
 
 
On July 21, 2015, the Board instructed the Director of Health Services to have the 
Emergency Medical Services (EMS) Agency provide a report on the impact of the 
minimum wage increase to the Emergency Medical Transport System.  This was 
item S-1 at the July 21, 2015 Board meeting.  
   
BACKGROUND  
  
The emergency ambulance transportation system is coordinated by the DHS/EMS 
Agency and the authority for this oversight and coordination is found in the 
California Health and Safety Code, Division 2.5, Chapter 4, Article 1, Section 
1797.224.  Prior to the enactment of the Emergency Medical Services System and 
the Prehospital Emergency Medical Care Personnel Act in 1980, Los Angeles 
County had developed an Emergency Aid Plan.  Included in the plan was a 
description of the County’s process to reimburse ambulance companies for the 
emergency transport of indigent and in custody patients.    
  
In 1979, the cities of Lomita and Huntington Park filed a suit against the County to 
be relieved of the cost of ambulance services while requiring the County to 
continue to ensure the availability of ambulance service.  Forty other cities later 
joined in the lawsuit.  In October 1986, the Court of Appeal ruled in favor of the 
cities and imposed full responsibility on the County for the provision of emergency 
ambulance transportation services and instructed the County to pay the cities and 
determined that the County was responsible for the emergency transport of 
indigent patients.  This final court decision is known as the Lomita Decision.  The 
Lomita Decision stated that the County could meet its obligation by: 1. creating a 
separate County department to provide emergency ambulance service; 2. 
assigning the duty of providing emergency ambulance service to an existing 
County department; 3. contracting with the cities to provide necessary emergency 
ambulance services to the residents of the County found within those cities; or 4. 
contracting with private ambulance companies.  A combination of the four options 
was also permissible.  In response to the Lomita Decision, the County contracted 
with cities that were doing their own emergency ambulance transportation and 
were “grandfathered” under section 1797.224 and private ambulance companies 
for areas not covered by the “grandfathered” cities.  
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Section 1797.224 allows the County to create ambulance franchise zones or Exclusive Operating Areas 
(EOA) as long as a competitive process is used to select the providers of this service.  Additionally, a 
competitive process is not needed if the EMS Agency develops or implements a local plan that continues 
to use existing providers operating within the County in the manner and scope in which the services have 
been provided without interruption since January 1, 1981.  The Independent City EOA providers under 
the non-competitive process were “grandfathered” as exclusive under this provision.  The EOAs that do 
not meet the 1981 criteria have been awarded through a competitive process using a Request for 
Proposal (RFP) and a ten (10) year contract period.    
  
The EOAs covered by the competitive process are re-bid prior to the end of the existing contract period 
(every ten years) to ensure continued access and coverage for emergency ambulance transport.  In 
designating the geographic areas covered by each competitive process EOA, the EMS Agency used 
contiguous geography, population and poverty rates to ensure each EOA would be financially 
sustainable for the awarded company.  The EOAs under the competitive process cover the areas within 
Los Angeles County Fire District and also includes the cities of Santa Fe Springs, Monrovia, Compton, 
Montebello, Redondo Beach and La Habra Heights (Attachment II). 
  
Prior to 1989, the County paid the ambulance companies to transport County responsible patients and 
also subsidized ambulance companies to transport patients in some areas with lower population density, 
such as Malibu.  Over the last two contracting periods, the County sought a bid in which the ambulance 
companies provide their service at no cost to the County, with the County providing in-kind services, in 
exchange for being assigned the exclusive rights to emergency ambulance transportation in the EOA.  
The ambulance company bills the transported patient (and/or their insurance) and agrees to transport all 
patients accessing the 9-1-1 system.  The ambulance company does not seek reimbursement from the 
County for indigent or County responsible patients.  
  
The current EOA contracts expire May 30, 2016.  The EMS Agency has been working on the new RFP 
and evaluating the EOAs to ensure they are financially viable and will support the provision of emergency 
ambulance transportation at no cost to the County.  The EMS Agency anticipates releasing this RFP in 
the Spring 2016.  
 
PAYMENT SYSTEM FOR EMERGENCY AMBULANCE TRANSPORT  
  
In order for an ambulance company to remain financially viable, they must balance the cost of readiness 
for responding to emergency calls, which includes the number of available ambulances and staff needed 
to serve a specific EOA, the payor mix of the population they serve and their actual revenue, which is 
determined by the reimbursement for services provided.    
  
The ambulance company billing and actual payment process is very complex and dependent on the 
payor mix served.  For instance, Medi-Cal and Medicare pay a fixed amount for an emergency 
ambulance transport, regardless of the amount billed, of $120 and $240, respectively.  Other insurance 
companies will base their payment on a percentage of total charges but determine that the difference of 
charges to their reimbursement rate is the outstanding balance or deductible and is the responsibility of 
the patient.  Theoretically if an ambulance company was able to increase their charges, under this 
scenario they could potentially increase their total revenue.  However, the County’s Ambulance 
Ordinance, Title 7, Division 2, Chapter 7.16, amended in 2011, incorporates two approved  
methodologies that are used to determine the maximum rates  that ambulance companies are allowed to 
charge for emergency ambulance transport thus individual ambulance company rates cannot exceed the 
County’s approved maximums (Attachment III).  
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MINIMUM WAGE INCREASE IMPACT TO EMERGENCY AMBULANCE TRANSPORT  
  
The EMS Agency contracts with four ambulance companies for emergency ambulance transportation 
services (American Medical Response (AMR), CARE, Schaefer, and WestMed/McCormick).  These 
companies met with EMS Agency staff on July 8, 2015 to discuss their concern about the future financial 
impact caused by implementation of a minimum wage increase.    
  
The impact is especially significant as the ambulance companies are reporting an increased loss of 
revenue following the implementation of the Affordable Care Act.  Though more patients are insured, the 
ambulance companies are reporting a higher percentage of Medi-Cal patients and that they are seeing 
coverage with much higher deductibles.  The insurance company is only paying a percentage of charges 
and the patient receives the outstanding portion of the bill and is unable to meet their deductible by 
paying the bill balance.  
  
According to the analysis presented to the EMS Agency by the ambulance company management at the 
July 8 meeting, they requested an increase to the maximum allowable charges to compensate for the 
minimum wage increase beyond what the current methodology will allow.  The current formula for 
changing the maximum is based on the transportation portion of the Consumer Price Index and not 
reflective of changes to minimum wage.  In order to increase the maximum allowable ambulance rates 
that are reflective of the minimum wage increase the County would need to amend section 7.16.340 of 
the Ambulance Ordinance.   Prior to amending the Ambulance Ordinance, a more thorough analysis of 
any change in the methodology used to calculate rate increases and impact on those rates would need 
to be completed.    
  
While changing the methodology used to calculate the maximum rates chargeable is the most tangible 
action to address the increased cost of operations from the minimum wage increase, there are several 
other actions that would assist in mitigating the impact of the minimum wage increase.  These include the 
following:  
  
1. Amend the ambulance ordinance to carve out a maximum allowable rate for emergency 

ambulance transportation originating from a 9-1-1 call as the readiness cost greatly impacts the 
cost of this service.  

2. Continue to work with the 9-1-1 receiving hospitals to decrease the length of time it takes to 
transfer patient care to hospital staff and equipment.  This will result in the ambulance being back 
in service in a timely manner to respond to additional 9-1-1 calls and improve efficiency reducing 
the overall cost of operations.  

3. Work with EMS stakeholders to change the ambulance destination policy (Reference No. 502 
Patient Destination) to allow basic life support ambulances to travel further to a hospital 
emergency department that is not holding multiple ambulances and can accept the transfer of 
patient care in a timely manner.  

  
 
CONCLUSION  
  
The increase in the minimum wage coupled with changes in the payor mix and reimbursement may lead 
to a fiscal environment in which the ambulance companies are unable to provide emergency ambulance 
transport service without being subsidized by the County.  
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The EMS Agency will continue to monitor reimbursement for emergency ambulance transportation and 
evaluate changes to the methodology used to calculate rate increases and amend the Ambulance 
Ordinance Section 7.16.340 accordingly.   While the County wants to insure that the approved 
ambulance rates provide an ambulance company with a reasonable rate of return on their investment, 
this must be balanced with ensuring that the cost is reasonable for the services provided.  Additionally, 
the EMS Agency is committed to review the patient destination policy and work with our stakeholder 
committees to make appropriate changes while ensuring safe patient care practices.  
 
If you have any questions, please contact me or Cathy Chidester, EMS Director at (562) 347-1604. 
 
MHK:cc: 
 
c: Chief Executive Office 

County Counsel 
Executive Office Board of Supervisors 
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