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A M E N D M E N T

OFFERED IN T H E  H O U S E  

TO: SSH B  100

BY REPRESENTATIVE CO G H ILL

1 Page I, line 7, fo llowing "person.":

2 Insert "In this section, "air ambulance service" means an organization certified by the

3 department under AS 18.08.082 to provide m edically  assisted transportation, by air, to

4 persons who are ill o r  injured."

5

6 Page 1, line 9, fo llow ing  "service":

7 insert ", as defined  in AS 18.08.095."
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3/13/07

O FFE R E D  IN TH E H O U SE 

TO: SSHB 100

BY  R E P R E S E N T A T IV E  G A RD N ER

1 Page 1, line i ,  following "regulation":

2 I n s e r t ", l im iting  the d u ra t io n  o f  a i r  a m b u la n c e  service  su b sc r ip t io n s ,"

3

4 Page 1, line 5, following "services.":

5 Insert "(a)"

Page 1, following line 7:

Insert a new subsection to read:

"(b) An air ambulance service may not issue a subscription for a period  greater 

than two years."
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OFFERED IN T H E  H O U SE 

TO: SSHB 100

BY  R EPRESEN TA TIV E G A R D N E R

1

2

3
4

5

6

7
8 

9

10

Page 1. line 1, following "regulation":

In se r t", prohibiting sale of air ambulanc^services to persons already covered,"

Page 1, line 5, fo llow in g "services.":
Insert "(a)"

Page 1, following line 7:

Insert a new subsection to read:

"(b) An air am bulance service may not sell a subscription to a person who has 

full coverage for air am bulance services from another source, including the Indian
o r.

Health Service^M edicaid, ^  private insurance)
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A L A S K A  S T A T E  H O U S E  O F  R E P R E S E N T A T I V E S

C o n tac t:Interim Address:
3340 B adger  R oad  
N o r th  Pole, A K  99705
(907)-488-5725 
Fax# (907)-488-427

(907)-465-3719FAX# (907)-465-3258
S ta te  C ap ito l  

R oom  214

Session

REPRESENTATIVE JOHN COGHILL

SPO N SO R  S T A T E M E N T

S S H B  100
“/!«  ‘ct relating to exempting certain air ambulance services from insurance regulation. "

This legislation ex em p ts  for-profit air ambulance services from insurance regulations under 
AS 21.03 in order that they m ay  solicit m embership subscriptions, accept membership 
applications, and charge  m embership fees.

In order to protect consum ers this bill establishes that air ambulance services must:
(1) have certification under AS 18.08.082
(2) be in operation  in Alaska for at least two years
(3) not d en v  em ergency  medical service to any person.



A L A S K A  S T A T E  H O U S E  O F  R E P R E S E N T A T I V E S

3340 Badger Road 
North Pole, AK 99705
(907)-438-5725 
Fax# (907) 488-4271

Interim Address:C ontac t:
(907)-465-3719FAX# (907)-465-3258 

State Capitol 
Room 214

Session

REPRESENTATIVE JOHN COGHILL

SECTIONAL

SSHB 100
“/I n Act '‘elating to exempting certain a ir ambulance services from insurance regulation. ”

Section 1. AS 18.08 is amended by adding a new section:

Sec. 18.08.095 Air ambulance services.
A n air ambulance services that provides air ambulance services to a subscriber and 
designated  members o f  a subscribers’s hoursehold may not deny  em ergcney  medical 
services to any person.

Section 2. AS 21.03.021 is amended by adding a new  subsection:

Sec. 21.03.021 Application of Title.
(1) This title does not apply to an air am bulance service that solicits a m em bersh ip  

subscrip tion , accepts a membership application, charges a membership fee, and provides air 
am bulance  services to a subscriber and designated  members o f  a subscriber’s household if  the 
service

(1) is certified under AS 18.08.082; and
(2) has been in operation in the s ta te  for at least two years.



In 2005 the Washington Legislature considered an act relating to exem pting certain 
private air ambulance services from insurance regulation after residents o f  San Juan 
County voiced concern with affordability and availability o f  air ar lance services in the 
island country. After hearings and testimony the Legislature required the Oflice o f  the 
Insurance Comm issioner (OIC) to study and report on the feasibility o f  subscription air 
am bulance services in Washington. The study was conducted by the OIC, public and 
private entities, and individuals involved in air ambulance services.

The comm ittee found :
Air ambulance programs are relevant throughout the United States.

— 22 states specifically exempted such sendees 
2 states considered the service an insurance product (Nevada, Wisconsin)
I state exempted the service with criteria (Indiana)
1 state considered the service a debt protection product (W yom ing)
1 state found the service to be illegal (New York)

Flat yearly fee is normally S50-S100 -  provider agrees to transport the subscriber 
o r members o f  the imm ediate family when medically necessary at no additional charge. 
Subscribers agree to allow the air am bulance provider to bill their insurance, but there is 
no requirement to have underlying health insurance.

Some subscri; tion providers have reciprocity agreements with subscription 
programs in other areas, so a subscriber may have a larger area in which their 
subscription benefit would apply.

Lastly - A L L  S TA TE IN SU RANC E R EG U LA TO R S W ER E AS K ED  IF  
CO N SUM ER C O M P LA IN T S  R ESU LTED  FROM  SU BSCR IP T IO N  A IR  
A M B U LA N C E  SERV IC ES . NO CO NSUM ER PRO B LEM S W ERE R EPO R TED .

The comm ittee recommended:
The product is sold only by pro\ iders o f  air ambulance s e n  ice 
Service be certified bv Dept o f  Health 
In operation for at least two years
Certification from CAM  I S (Cominis on Accreditation o f  Medical Trans Systems) 
Evidence o f  compliance be submitted to QIC



1. Protection for the consum er that the provider is viable:
Provider must be in operation in the state for at least two years.

2. Protection for the consum er i f  the provider leaves the area:
In the report from the W ashington OIC there was a very low num ber o f  people 
purchasing a subscription that were uninsured, which suggests the transference o f  
risk from this product is very small compared to most insurance products.

3. Protection for the consum er that the provider is qualified:
Provider must be certified under AS 18.08.82;
Provider m ust renew license every two years.

4. Protection for the consum er from false ads/practices:
Complaints may be filed with the Consum er Protection Agency.



State o f W ashington
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A Report to the Legislature:
Air Ambulance Services

Submitted By: The Office of the Insurance Commissioner
December 2005



E x e c u t i v e  S u m m a r y

During the 2005 legislative session, at the request o f  San Juan County residents, the 
Legislature considered SB 57361, an act relating to exempting certain private air 
ambulance services from insurance regulation. The bill was brought with the intent to 
help restore subscription air ambulance programs for Washington residents that had been 
discontinued in 2002 due to financial difficulties and regulatory compliance issues.

Under current law, subscription air ambulance services are considered insurance products 
and subject to licensure, minimum financial reserving and solvency requirements. Alter 
hearings and testimony, the Legislature amended the bill (ESSB 5736) to require the 
Office o f  the Insurance Commissioner (OIC) to study and report on the feasibility o f  
subscription air ambulance services in the state of Washington “geared toward allowing a 
person, entity, corporation, or nonprofit corporation to olTcr, sell, and provide 
subscription air ambulance service.'"

After studying the issue, the OIC and interested stakeholders recommends subscription 
air ambulance services be exempt from Title 48 o f the insurance code, if  the provider 
meets the following criteria:

• The product may only be sold by providers o f  air ambulance service;

• The air ambulance service must be certified by the Department o f  I Icalth; and in 
operation for at least two years;

• Certification must be attained and maintained from the Commission on 
Accreditation o f  Medical Transport Systems (CAMTS); and

• Evidence o f  compliance with these criteria is submitted to the Office o f the 
Insurance Commissioner.
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I n t r o d u c t i o n

In 2005, the Washington State Legislature enacted FSSB 5 7 3 6 : relating to the 
availability o f  subscription air ambulance services. This act directs the OIC, in concert 
with public and private entities and individuals involved in offering, providing, and 
purchasing air ambulance products, to:

• “Assess the needs and concerns o f  likely subscription air ambulance vendors, 
including the costs o f  providing affordable air ambulance service to rural and 
island residents, as well as the burdens placed on vendors if held to the reporting 
and solvency requirements o f  the insurance code”;

• “Determine the implications o f  subscription air ambulance service on consumer 
protection issues”; and

• “Compare the state's need for affordable subscription air ambulance service to 
other states that allow' this service, including an inquiry into the practices o f  out of 
state vendors who provide the service, as well as the applicability o f  other states' 
insurance code.”

The act directs the Commissioner to report the results o f  the study and make 
recommendations to the legislature.

Subscription A ir  A m bulance  Service

Subscription, also referred to as membership, air ambulance programs are prevalent 
throughout the United States. The service is available in at least eighteen states. 
Subscription services generally are offered to consumers in the service area o f  an air 
ambulance provider. F o ra  Hat yearly fee. normally $50-$100, the air ambulance provider 
agrees to transport the “subscriber” or a member o f  the immediate family when medically 
necessary at no additional charge other than the yearly fee. To complete the agreement ', 
the subscribers agree to allow the air ambulance provider to bill their insurance if the 
subscriber has insurance. However, there is no requirement to have underlying health 
insurance to purchase subscription services from the provider. In essence, the purchase of 
a subscription provides peace o f  mind in the event the subscriber needs to be transported 
via the service and insurance does not cover the entire charge. Or in rarer instances, the 
entire charge is covered if the consumer has no underlying insurance. In addition, some 
subscription providers have reciprocity agreements with subscription programs in other 
areas so a subscriber may have a larger area in which their subscription benefit would 
apply.
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Air A m bulance  Services in Washington State

Only one subscription air ambulance is known to have existed in Washington State. From 
1985 until 2002, a subscription air ambulance program called “MedFlight" was operated 
by Saint Joseph’s Hospital in Bellingham for residents in Island, San Juan, Skagit and 
Whatcom counties. The MedFlight subscription cost $100 per year and operated in the 
same manner as other subscription air ambulance services described previously. This 
program operated as a subscription program until the early I990’s.

At that time, the OIC determined that the subscription program was an insuranc product 
based on an Attorney General’s opinion sought by the agency for a similar program. 
Following this opinion, the program was subject to compliance with RCW 48-44-037 1 o f  
the insurance code. To comply with the decision and the resultant financial and reporting 
guidelines under the insurance code. Saint Joseph’s Hospital created an insurance product 
through an affiliation with HealthGuard Services o f  Washington. HealthGuard was a 
Washington non-profit corporation licensed as a health care services contractor in 
Washington. Both Saint Joseph's Hospital and HealthGuard Services of Washington 
were wholly-owned subsidiaries o f  PeaccHealth. Peacellcalth is a non-profit healthcare 
provider operating in Alaska. Oregon and Washington.

The McdFlight/HealthGuard subscription program encountered a problem during the year 
2000. When Saint Joseph's partnered with HealthGuard in the early I990's to create the 
product that complied with Washington insurance law. HealthGuard was required to 
maintain a minimum net worth as a health services contractor f $3 million pursuant to 
RCW 48-44-037. During a filing with the OIC in 1999. it was discovered that 
HealthGuard had listed surplus notes to its parent PeaccHealth o f  $170,000 for the years 
1991-1999 as part o f  the minimum net worth requirement under the law. These surplus 
notes were not approved by the OIC as required by RCW 48-44-037(3) (c) o f  the 
insurance code. This resulted in I IcallhGuard signing a consent o rd e r ' to comply with 
the law and was ordered to pay a $60,000 fine for the violations. I IcallhGuard paid 
$30,000 o f  the fine and $30,000 was suspended for two years on condition o f  compliance 
with the law and no further violations.

From 1985 until mid-year 2000. Saint Joseph’s Hospital had been operating an 
independent air ambulance service through a leasing agreement with a company in 
Louisiana and hiring its own medical personnel. The independent air ambulance service 
served the hospital’s northwest Washington service area including members o f  the 
McdFlight/HealthGuard subscription program. Facing operational losses ii ic air 
ambulance service o f $500,000 per year due to high fixed costs from operating the 
service, the hospital decided it could no longer financially continue offering air 
ambulance services. Needing to continue to offer these emergency services in the area, 
and the subscription program, the hospital entered into a service agreement with Airlift

1 Imp- -jp iiN.lcc.v\a.iu»v4<(’ \S •default..isnV.Viic -tX.4-t.037 

’ Imp; t\ t\ w .iiiMin»iic»*.\\;i.yo\ oiclilcs pi JcrsOOOOorJcrs I.MMM.26,ivJl

4



Northwest, a non-profit air ambulance service provider based in Seattle to provide air 
ambulance services for the hospital.

The MedFlight/HcalthGuard subscription program continued after Airlift Northwest took 
over the air ambulance service in mid 2000 until fall 2002. At that time, contemplated 
changes in the Medicare Modernization Act (MMA) affected the continuation o f  the 
program. The change dealt with Saint Joseph’s hospital and what is known as “services 
under arrangement’’ under federal Medicare guidelines. The proposed changes would 
have required Airlift Northwest to bill the subscriber’s Medicare coverage for air 
ambulance services instead o f  the hospital. This was contrary to how the program was 
constructed and operated. A ' r  reviewing the situation, the hospital determined it could 
not find a way to offer the subscription program and be in compliance with both federal 
laws and state insurance laws. The only way for the program to continue would be for 
Airlift Northwest to offer the product. At that time, Airlift Northwest lacked the resources 
and ability to create an insurance product under WashingU i insurance law to offer the 
product. So in September 2002, the Medl'light/l Icalthguard subscription program ended.

2005 Legislative Session

After Washington’s MedFlight/l lealthGuard program was discontinued, residents o f  San 
Juan County were concerned w ith the affordability and availability of air ambulance 
services in the island col ty. Working with the Washington Association o f  Counties and 
local legislators, the residents had SB 5736 introduced. It would exempt certain air 
ambulance services from the regulation under the insurance code. It was hoped that thi° 
exemption would I ) resurrect a subscription program for San Juan County by 
eliminating some regulatory requirements under state law' as many other states had done 
including neighboring states Idaho and Oregon. After hearings in both the House and 
Senate, the follow ing issues were brought to light:

• Without an exemption from certain insurance requirements, subscription air 
ambulance services would not be available to island and rural residents placing 
financial hardship on residents and possibly causing residents to refuse such 
services if  they did not have the means to pay for it;

• Exempting air ambulance subscription services may encourage subscription 
products that lacked adequate financial resources for solvency and not provide the 
consumer protections under the insurance code;

• Exempting air ambulance services may cause a proliferation o f subscription 
services that may lack adequate patient safety standards putting the public at-risk; 
and

• Under what circumstances Washington providers would be willing to offer a 
subscript1 on product to affected residents.

With these questions unresolved, the legislature passed ESSB 5736 requiring the QIC to 
evaluate the feasibility o f  subscription air ambulance services.



T h e  S t u d y

ESSB 5736 required the OIC to study the feasibility o f  subscription air ambulance 
services in Washington. Working with stakeholders, the following were steps were 
identified as needed to gather the information necessary to compile this report:

• Survey other states as to the existence and/or insurance regulation o f  subscription 
air ambulance services;

• Identify and survey existing subscription air ambulance providers in other states; 
and

• Survey Washington air ambulance providers about services provided and 
willingness to provide subscription services.

After this information was gathered and assembled into a useful form, it was decided the 
stakeholder group would meet to review the information and make recommendations as 
to how subscription air ambulance service should proceed in Washington.

Survey of State Insurance Regulation

To begin, all states were queried through the National Association o f  Insurance 
Commissioners. This survey 6was sent to every state and some U.S. territories to discover 
which states regulated subscription aii . ibulance services. Additionally, research was 
dore  to find out where the services presently existed. In all, the status o f  subscription air 
ambulance w as ascertained in 27 states7. O f  the 27 states:

• 22 states specifically exempted or did not contemplate such services;
• 2 states considered the services an insurance product (Nevada and Wisconsin);
• I state exempted the service with criteria (Indiana);
• I state considered the service a debt protection product (Wyoming); and
• I stale found the service to be illegal (New York).

All state insurance regulators were asked if consumer complaints resulted from 
subscription air ambulance services. No consumer problems were reported.

Air Ambulance Provider Surveys 

Out of State Subscription Provider Survey

Research was conducted to identify out-of-state subscription air ambulance providers. 
Seven entities providing services were identified doing business in eighteen states. All

b See Appendix A
7 See Appendix B
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entities were asked to participate in a survey regarding its business8. Two out-of-state 
providers agreed to participate in the survey. One was Air St. Lukes in Idaho and the 
other was Airlifc o f  Oregon. Based on the responses, both providers were non-profit 
entities operating in states where subscription air ambulance services were exempt from 
insurance regulation. Detailed membership and financial reimbursement information 81 
was received from both entities.

Some other notable common elements were identified from the survey:

• Both entities who marketed subscription services also were the air ambulance 
provider for the subscription program;

• Both charged $50 for membership which included the member, spouse, and 
unmarried dependents;

• Both programs received reimbursement o f  approximately 75 percent from private 
insurance and 70 percent from Medicare; and

• Onl> 2-4 percent o f  people purchasing a subscription are without insurance.

O f  particular interest is the very low number o f people purchasing a subscription who arc 
considered uninsured. This shows the vast majority o f  people purchasing this product 
have underlying insurance that the subscription service may bill, suggesting the 
transference o f  risk from this product is very small compared to most insurance products. 
It also suggests “adverse selection” is not prevalent. In light o f  this, the most current 
information regarding the percentage o f uninsured people (health insurance) was obtained 
for each provider’s market area to better understand the relationship of this product to the 
overall health insurance market.

W ashington Air Am bulance Provider Survey

I wo Washington air ambulance providers participated in the survey10. Seattle-based 
Airlift Northwest, providing services in western Washington, and Spokane-based 
Northwest MedStar providing services in central and eastern Washington. Both arc non­
profit organizations, licensed by the Department of Health, that have attained 
accreditation from the Commission on Accreditation of Medical Transport Services 
(CAMTS)11.

Bach entity provided detailed financial information regarding its service12 and also 
expressed an interest in potentially providing subscription air ambulance to island and 
rural residents if  such services were exempted from certain insurance requirements under

* See Appendix C
" See Appendix I)
Appendix I-
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the insurance code. For comparison purposes, the most current information regarding the 
percentage o f  uninsured people (health insurance) was obtained for each provider’s 
market area.

In comparing these results with the out-of-state subscription providers, the following 
results are notable:

• Both are an air ambulance service provider with an interest in providing a 
subscription service;

• Both have been providers for over ten years;

• Both air ambulance providers have similar private insurance reimbursement rates;

• Washington’s uninsured rates (health insurance) arc lower in comparison to the
out o f  state provider states uninsured rates13.

Stakeholder Group

During the study, numerous parties were identified as having an interest in the resolution 
o f  this issue. It was determined the best way to gather input from the interested parlies 
was to assemble a stakeholder group14 for a meeting. On September 20. 2005. this group 
met in Seattle. The g'.oup was able to review the information gathered from the study, 
and provide input and perspective. The recommendations o f  this report were discussed 
and supported by the stakeholder group.

Rccom mendations

Based on the results o f  the research along with considerable input from the stakeholder 
group, it is recommended that subscription air ambulance services be exempt from 
Washington insurance regulation subject to the following criteria:

• The product may be sold only by providers o f  air ambulance service;

• The air ambulance service must be certified by the Department o f  I Icalth; and in 
operation for at least two years;

• Certification must be attained and maintained from the Commission 011 
Accreditation o f  Medical Transport Systems (CAMTS); and

• Evidence o f  compliance with these criteria must be submitted to the Office o f  the 
Insurance Commissioner.

11 Appendix (i
Appendix 11
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We believe the above recommendations provide the ability for subscription air 
ambulance programs to operate in Washington while addressing solvency concerns, 
potential consumer problems and patient safety. Only allowing the exemption when 
offered by licensed air ambulance service providers with two years experience assures the 
program will be marketed by an entity with substantial assets and a long-term 
commitment to operating successfully. The CAMTS certification requirement further 
underscores this point while at the same time ensuring subscription purchasers have the 
highest level o f  patient safety currently attainable in the medical transport industry.
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Appendix A: Subscription A ir Ambulance State Insurance Regulation Survey

Due to Washington State's unique geography, which includes numerous inhabited islands 
in Puget Sound and less populated rural areas far away from major medical centers, air 
ambulance service is vital to quality care for critica lly ill or injured people in those areas.

The Washington State Legislature passed ESSB 5736 which requires the Washington 
State O ffice  o f  the Insurance Commissioner (O IC ) to fund and perform an evaluation o f 
the feasibility o f  subscription air amb dance service.

Subscription a ir ambulance service is defined in the b ill as:

"A ir  am bulance  service offered by a vendor th a t  solicits m em bersh ip  subscriptions, 
accepts m em bersh ip  applications, charges m em bersh ip  fees, and  furnishes prepaid  
o r discounted a ir  am bulance service to subscription m em bers and  designated 
m em bers of their  households."

Given this legislative mandate, I would like to ask the fo llow ing questions o f  your 
agency:

1. Does your state regulate subscription air ambulance services as defined above? I f 
not, is it specifically exempted from the insurance code? I f  it is regulated, please 
consider the fo llow ing questions:

2. I low are rales regulated? Exempt, nil force o f  the code, or docs this product have 
a special niche?

3. Do you have the names o f any companies providing such services?
4. I f  this service is available, have there been any consumer protection issues w ith 

regard to the service provided?

Any direction to specific code related to the above would be greatly appreciated.

Thank you in advance for any assistance. Please contact me i f  you have any questions or 
need further clarification o f  any inform ation above.

Regards,

Chris Carlson
Senior Policy Analyst. Property &  Casualty 
Washington State O ffice o f the Insurance Commissioner 
360.725.7042-oflice
360 ..586 .3109-fax
360 .701 .4131-cell



Appendix B: Results of State Insurance Regulation Survey

State/Territory Subscription 
A ir  Ambulance 
Service

Insurance Regulation Financial Requirement

Arizona Yes Exempt 
§ 20-103

Arkansas Yes N ot regulated
California Yes Exempt
Colorado Yes Exempt
Connecticut No Not regulated
Florida Yes Exempt 

FIC 624.127
Idaho Yes Not regulated
Illinois Yes Not regulated
Indiana Yes Exempt w /Critcria 

IC 27-4-5-2(a)(9)
N /A  i f  exemption met

Kansas No Not regulated
Kentucky Yes Exempt

KRS 304.1-120
Louisiana Yes Not Regulated
Massachusetts No Not regulated
Mississippi Yes Exempt 

§ 41 -59-63
Missouri Yes Not regulated
Montana Yes Exempt 

M C A  7-34-103
Nevada Yes Insurance or Prepaid 

LH SO
NRS 680A. NRS 695F

LH SO - 3% o f  premium 
collected not to exceed 
$500,000

New V . No Ruled Illegal N/A
Oklahoma Yes Not regulated
Oregon Yes Exempt 

ORS 731.036
South Dakota Yes Not regulated
Tennessee Yes Not regulated
Texas Yes Exempt 

§ 773.011
Virgin ia No Not regulated
West V irg in ia No Not regulated
Wisconsin No Insurance T B I)  by Commissioner
W yoming Yes Debt Protection Product N/A
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1. W ho regulates or authorizes you to provide this service?
2. What sort o f  financial responsibility ( i f  any) are you required to post w ith the 

regulator?
3. Is your company required to be audited each year and by whom?
4. What agency handles consumer complaints ( i f  any)?
5. H ow do you calculate membership amount and how many subscribers are needed 

to be feasible?
6. I f  you operate in more than one state, what regulatory implications ( i f  any) are 

there?
7. H ow many subscribers (members) are in your program?
8. What is the population base is in your subscription arca(s), and what percentages 

o f  people subscribe?
9. Is there a m inimum  population base needed for this service to be feasible?
10. Is there a market penetration (number o f  subscribers) in an area that would make 

subscription service not economically feasible?
11. In your subscription area, what is the average number o f  subscriber flights per 

year?
12. In your subscription area, what is the average number o f  overall (lights per year?
13. What is the average cost o f  a flight in a subscription area?
14. What is your average private insurance reimbursement on behalf o f  the 

subscriber?
15. What is the average M et ire reimbursement on behalf o f  the subscriber?
16. What happens to the charges (in  excess o f  the subscriber fee) i f  the subscriber 

does not have insurance?
17. W ould you be interested in providing this service in Washington State?

Appendix C: Provider Subscription A ir Ambulance Questions
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Annendix D: Out of State Provider Survey Results

Member
ship
Provider

Mem. Cost 
and Coverage

Profit
or
Non -
Profit

Fixed
and/or
Rotor

Wing

Number

o f
Members

Pop. o f
Member

Area

Market.
Pene­
tration

Member

Flights

Overall
Flights

Member
Flight
%

Insurance
Reg.

II) S50.
Member, 
spouse and 
unmarried 
dependents

Non-
Profit

Doll 7,850 300,000 2.62% 51 850 6% Exempt

OR $50,
Member, 
spouse and 
unmarried 
dependents

Non-
Profit

Both 30,000 262,000 26% 286 1.300 22% Exempt

Membership
Provider

Mem.
Flights

Flight
Ratio

Kotor W ing 
Average Bill 
Amount

R.W . A vg . 
Reimbursement 

Private Ins/ 
Medicare

R.W . 
Avg . Net 
Revenue 

A ll
Sources

Fixed
Wing
Avg.

Bill
Amount

F .W  Avg . 
Net
Revenue

A ll
Sources

Flights with no 
Reimbursement 
(Membership fee 

only)

A  (ID) 51 2/7 rotor 
1/3 fixed

$10,000 $7,500
Private
$7,000 Medicare

N/A N/A N/A 2 (4%)

B (OR) 286 1/3
rotor

2/3
fixed

$7,995 $5,950

Private
$4,960
Medicare

S4.757 $11,803 $6,138 6(2%)

14



Appendix K: Washington A ir Ambulance Provider Survey

1) H ow long have you been an air ambulance provider?
2) Are you for profit or non-profit?
3) Who presently regulates or authorizes you to provide services?
4) What sort o f  financial responsibility ( i f  any) are you required to post w ith  the regulator?
5) What agency handles consumer complaints ( ifa n y )?
6) Is your company required to be audited? I f  so, how often and by whom?
7) In what geographic area does your company presently conduct business?
8) Do you have fixed and rotor w ing service?
9) Are you interested in exploring the possibility o f  providing subscription air ambulance service in 

Washington? I f  yes, in what geographic area?

If  you answered yes to question 8, o r  if you curren tly  provide a ir  am bulance service in a prospective
subscription area , please answ er the following questions:

1) What is the average number o f  flights a year your company provides in the prospective subscription 
area?

2) What is the average cost o f  a flight?
3) What is the average private insurance reimbursement for a flight?
4) What is the average Medicare reimbursement for a flight?
5) What percentage o f  (lights does your company receive no reimbursement?
6) Could you provide this service i f  it is deemed to be "insurance”  and subject to regulation as such? ( i f  no, 

please indicate reasons)
7) Could you provide this service i f  it is deemed to be a "lim ited health care service”  and subject to 

regulation as such? ( i f  no, please indicate reasons)
8) I lave you conducted any research as to the feasibility o f  provid ing this service in Washington? ( i f  yes, 

please indicate where and the findings)
9) I f  you decided to provide this service, would you consider a reciprocity agreement w ith subscription 

programs in other states?

15



Annenuix F: Washington Provider Survey Results

W A
Provider

Profit
or
Non­
profit

Fixed
and/or
Rotor
Wing

Overall
Flights

Flight
Ratio

R.W . A vg . 
Reimburse­
ment
Private Ins/ 
Medicare

F.W . Avg. 
Reimburse­
ment
Private Ins/ 
Medicare

Rotor
Wing
Gross
Revenue

Fixed
Wing
Gross
Revenue

%  o f Flights 

with a 
Reimburse­
ment 
Source

%  o f
Private
Pay or
Non-
Reimbu
rscd
Flights

Western
W A
(San Juan
County
R .W .

only
figures)

Non-
Profit

Both 274
(San

Juan
County)

N/A $5,315 
Private 
$2,990 

Me iicare

N/A $8,850 N /A 92% 8%

Central

&

Eastern
W A

Non-
Profit

Both 3,000 2/3
rotor

1/3
Fixed

$7,312
Private
$3,878

Medicare

$8,277
Private
$4,436
Medicare

$8,421 $9,397 67% 33%
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Appendix G: ComDarison of Uninsured Rates

Provider State Primary Counties o f Operation Uninsured Rate

A ir Si. Lukes Idaho Idaho, Adams. Washington. Payette. Gem 
Valley, Boise, Canyon, Ada. Elmore, 
Owyhee, Custer, Camas. Gooding. Lincoln, 

Jerome, Tw in Palls

15-30+ %

Airlifc Oregon Crook, Deschutes, Jefferson, Grant, Harney, 
Klamath, Lake, Baker, Malheur, Union, 
Wallowa

18.4-24.6%

Airlift Northwest Western
Washington

Island. Skagit, Whatcom, and San Juan 12.2%

Northwest
MedStar

Central &
Eastern
Washington

Adams, Asotin, Benton. Chelan. Ferry, 
Franklin, Garfield, Grant, Kittatas, Lincoln, 

Okanogan, Pcnd Oreille, Stevens, Walla 
Walla, Whitman,Y akima

9.4-13.8%
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Appendix H- Stakeholder Croup

Participated  in S takeho lder Meeting

Joan Bcrkowitz, Consumer
John Evans, San Juan County Commissioner
Michael Day, Northwest MedStar
Christine Zalar, Northwest MedStar
Nancy Vorhees, Northwest MedStar
Toni Long, A ir lif t  Northwest
Marcia Lingel, A ir l if t  Northwest
Orlando Cano. I louse Democratic Caucus
Jon Hedcgard, House Committee Staff
Chris Carlson. O ffice  o f  the Insurance Commissioner
Mary Clogston. O ffice  o f  the Insurance Commissioner

invited. But Could Not Attend Meeting

V ick i K irkpatrick. Washington Association o f  Counties 
Joanne Conrad, Senate Committee Staff
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4 0 - M U M  A I R

Since 1(>V)
P O BOX 539
MILE 1313 ALASKA HIGHWAY 
TOK, ALASKA 99780 
907-883-5191 
FAX - 907-883-5194

M arch 2, 2007

Dear Representative Peggy W ilson,

I believe House B ill 100 is p o o r public policy, is bad fo r the consum er and should not be 
passed. Here are some o f  m y reasons:

1 M em berships reduce the chances that the best possible patient care w ill be 
provided They w ill steer m ore medevacs to  the organization w ith  the most 
aggressive sales staff'and techniques.

2 F.ach medevac opera tor w ould  have to fo rm  a sales organization to  sell this 
product. One operator has been illegally selling memberships, how  w ill this be 
dealt w ith?  The w hole  th ing  w ill make medevac services m ore inefficient.

3 I have held, in my hand, membership agreements that were being sold in Tok 
They gave the medevac com pany the right to  collect from  anyboJy responsible to 
pay, on the patient’ s behalf I f  the patient has insurance, in any fo rm , the 
medevac com pany w ill collect from  them, in addition to  the membership fees

4 Selling memberships is s im ply a m arketing too l, a way to  try  and insure that your
com pany tlies the medevac even i f  you cannot p rov ide  what w ould  be best fo r  the
patient U n like  true insurance, the membership is on ly good on one carrier!

5 In most cases, i f  you are being medevaced, you w ill be going  to  a hospital W ith
any kind o f  stay, at all, your deductibles, co-pays and max ou t-o f-po cke t expenses 
w ill be met I fv o u  d o n ’ t have to pay those to  the medevac service, you  w ill to  the 
hospital

I fail to see any benefit to  the m ajority  o f  patients E th ica lly, I have serious rest ' tions 
about selling memberships I hope I am not force d to  do so by yo u r passage o f  this bill

Sincerely,
' -

L e i f L  W ilson
President and D ire c to r o f  O perations

AIR SCHEDULED, AIR CHARTER IN ALASKA & CANADA, WHEELS, SKIIS, FLOATS, 
PACKAGE HUNTS, FLY-IN FISHING, FLIGHTSEEING, BULK FUEL HAULING

Fairbanks Int'l Airport 
6450 Airport Way Suite 20 

Fairbanks, Alaska 99709 
907-474-0018 

FAX - 907-474-8954
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From: TAEMS ftaemsflaptalaska.net]
S e n t , : T h u r s d a y *  F e b r u a r y  7 .7 , 2 0 0 7  1 1 1 : 3 9  
T o :  ' O w e n s ,  S h e l l e y ’
Subject: KE: Air Medical bill

S h e l l e y ,

We h u v e  h a d  p r o b l e m s  w i t h  t h i s  s u b s c r i p t i o n  s e r v i c e  f o r  s e v e r a l  y e a r s .  G u a r d i a n  
i n  K. i  i r b a n k n  h  a n  o f f e r e d  i . h i K  t o r  c o m e  t . i m o .  r f i . i v o  s e v e r a l  o p i n i o n s ,  b u t  I w i l l  
k e e p  i t  s h o r t .

1 -  A p a t i e n t  m , j y  m a k e  i n n p p r o p r l a t . o  O r e l  a  1 o n : i  b a s e d  s o l e l y  o n  0 5 0 .
We h a d  a  p a t i e n t  h e r e  t h a t  r e f u s e d  t o  f l y  w i t h  o u r  f o c a l  s e r v i c e  " 0 1 e ! y  b e c a u s e  
h e  h a d  a  G u a r d i a n  s u b s c r i p t i o n  a n d  w a s  a f r a i d  h e  w o u l d  h a v e  t o  p a y  i f  a n o t h e r  
. s o r v i c o  t r a n s p o r t e d  h i m .  T h i s ;  p a t i e n t -  h a d  M e d i c a r e  a n d  a s e c o n d a r y  p o l i c y  t h a t  
w o u l d  h a v e  p a i d  t h e  o n t i r o  ( n o  a n d  t h e  p a t i e n t  w o u l d  h a v e  o w e d  n o t h i n g .  A l l  t h i s  
G u a r d i a n  s u b s c r i p t i o n  d i d  w a s  t o  d e l a y  h i s  t r a n s p o r t  a b o u t  7  h o u r s  a n d  t a k e  h i s  
m o n e y  f o r  n o r  v i c e s  h e  w a s  a l r e a d y  e n t i t l e d  t o .

2 -  R e g a r d l e s s  o f  wh o  a  s u b s c r i p t i o n  i s  w i t h  i t  m a y  t a k e  t r a n s p u t  d e c i s i o n s  a w a y  
f r o m  t h e  m e d i c a l  p r o v i d e r .  A s  a b o v e  t h e  p a t i e n t  m a y  r c t u r . e  t o  t l y  u n l e s s  t h e i r  
n o r v i c e  p r o v i d e d  t r a n s p o r t  u v o n  a g a i n s t  m e d i c a l  a d v i c e  l u s t  b e c a u s e  o l  0 0 0 .

3 -  Who  p r o t e c t s  t h o  p a t i e n t .  An a b o v e  t h i s  p a t i e n t  h a d  M e d i c a r e  a n d  s e c o n d a r y  
c o v e r a g e ,  h e  c o u l d  h a v e  u s e d  a n y  s e r v i c e  w i t . n o u l  w o r r y  o f  g e t t i n g  b i l l e d .  
M e d i c a r e  w o u l d  h a v e  p a i d  t h e  a l l o w e d  a m o u n t ,  t h e  s e c o n d a r y  i n s u r a n c e  p a y  t h e  c o ­
p a y m e n t  a n d  t h o  p a t i e n t  w o u l d  ow e  n o t h i n g .  E o  w h a t  d i d  t h o  p a t i e n t s  
s u b s c r i p t i o n : ;  d o  o t h e r  t h e n  t a k e  h i s  m o n e y  a n d  d e l a y  c a r e .

4 -  L e t s  s a y  a  p a t i e n t  h a s  a  s u b s c r i p t i o n  w i t h  o n e  o f  t h e  A n c h o r a g e  s e r v i c e s  bur .  
i s  i n  t h e  T o k  o r  o t h e r  s i m i l  r  a r e a  a n d  n e e d s  t r n n . s p o r f .  C a n  t h a t  A n c h o r a g e  
s e r v i c e  p r o v i d e  a  t i m e l y  t r a n s p o r t ,  o r  o v e n  l a n d  w h e r e  t h o  p a t  l e n t  i s ,  p r o b a b l y  
n o t ,  s o  a g a i n  w h a t  d i d  t h o  p a t i e n t  g e t .

E -  N o  s e r v i c e  w i l l  o v e r  m u k o  m o n e y  o n  s o i l i n g  s u b s c r i p t i o n s . A i l  i t  doe . * ;  i n  
i s o l a t e  a f e w  p e o p l e  a n d  t i e  t h e m  t o  a  s i n g l e  s e r v i c e ,  w h e n  t h e y  n e e d  h e l p  t h e  
m o s t

W h a t  w o u l d  h a p p e n  i f  T r a n s C a r e  i n  A n c h o r a g e  o f f e r e d  a  s u b s c r i p t i o n  g r o u n d  
a m b u l a n c e  s e r v i c e .  W o u l d  A n c h o r a g e  F i r e  l e t  a  h e a r t  a t t a c k  p a t i e n t  l a y  a n d  w a i t  
f o r  T r n n . - i C a r o  t o  r e s p o n d .  A n d  w h a l  i f  t h e  p u l . i o n t  w a n  i n  C a l m e r ,  a g a i n  w o u l d  t h<> 
p a t i e n t  b e  m a d o  t o  w a i t  f o r  T r a n s C a r e  t o  d r i v e  f r o m  A n c h o r a g e .

I  d o n ' t  k n o w  w h o  i n  p u s h i n g  i hi . - ;  b j  1 1 ,  b u t  a J  I X n e e  i t  d o i n g  i n  m a k i n g  
G u a r d i a n ’ s  s u b s c r i p t i o n  s e r v i c e  l e g a l .  I t  t h o  b i l l  p a s s e s  a n d  e v e r y o n e  p l u y s  o n  
a  l e v e l  f i e l d ,  s o  b e  i t .

I  j u « t  d o n ' t ,  w o n t  t o  : ; o o  s o m e o n e  l o s e  h i : :  o r  h e r  1 1  i n  w a i t i n g  t o r  a  f a r  a w a y
s e r v i c e  W h e n  a n o t h e r  i s  a t  h a n d .

O n e  l a s t ,  t h o u g h t ,  c o u l d  M e d i c a r e  : : u b : n : r  j  b e  t o  t h i s  j m r v J u o  o n  b e h a l f  o l  t h e i r
e n r o l l e e s ,  a n d  m a k e  a l l  M e d i c a r e  p a t i e n t s  w a i t  o n  t h e  c h e a p e s t  s e r v i c e
r e g a r d l e s s  o f  l o c a t i o n .

T h a n k s  t o r  l i s t e n i n g

«7a<:k R u t  l e d g e



In 2005 the Washington Legislature considered an act relating to exempting certain 
private air ambulance services from insurance regulation after residents o f  San Juan 
County voiced concern with affordability and availability o f  air ambulance services in the 
island country. After hearings and testimony the Legislature required the Office o f  the 
Insurance Coi imissioner (OIC) to study and report on the feasibility o f  subscription air 
ambulance services in Washington. The study was conducted by the OIC, public and 
private entities, and individuals involved in air ambulance services.

The committee found:
Air ambulance programs are relevant throughout the United States.

22 states specifically exempted such services
2 states considered the service an insurance product (Nevada, Wisconsin)
1 state exempted the service with criteria (Indiana)
1 state considered the service a debt protection product Wyoming)
1 state found the service to be illegal (New York)

Flat yearly fee is normally $50-5100 -  provider agrees to transport the subscriber 
or members o f  the immediate family when medically necessary at no additional charge. 
Subscribers agree to allow the air ambulance provider to bill their insurance, but there is 
no requirement to have underlying health insurance.

Some subscription providers have reciprocity agreements with subscription 
programs in other areas, so a subscriber may have a larger area in which their 
subscription benefit would apply.

Lastly - ALL STATE INSURANCE REGULATORS WERE ASKED IF 
CONSUMER COMPLAINTS RESULTED FROM SUBSCRIPTION AIR 
AMBULANCE SERVICES. NO CONSUMER PROBLEMS WERE REPORTED.

The committee recommended:
The product is sold only by providers o f  air ambulance service 
Service be certified by Dept o f  Health 
In operation for at least two years
Certification from CAMTS (Commis on Accreditation o f  Medical Trans Systems) 
Evidence o f  compliance be submitted to OIC



Protection for the consumer that the provider is viable:
Pi ovider must be in operation in the state for at least two years.

Protection for the consumer if  the provider leaves the area:
In the report from the Washington OIC there was a very low number o f  people 
purchasing a subscription that were uninsured, which suggests the transference of 
risk from this product is very small compared to most insurance products.

Protection for the consumer that the provider is qualified:
Provider must be certified under AS 18.08.82;
Provider must renew license every two years.

Protection for the consumer from false ads/practices:
Complaints may be filed with the Consumer Protection Agency.
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TOK AREA EMo 
BOX 811  

T o k / A k . 99780  
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M arch 8 ,  2007

R e p r e s e n ta t iv e  Peggy W ils o n
A la s k a  S t a t e  House o f  R e p r e s e n ta t iv e s

R£: HB100 -  A i r  A m bulance S e r v ic e  —  I  AM OPPOSED.

I  w is h  to  e x p re s s  my a p p o s it io n  to  an A i r  A m bulance S e r v ic e  s e l l i n g  
s u b s c r ip t io n s  t o  t h e i r  s e r v ic e .

Am bulance s u b s c r ip t io n s  have w orked  w e l l  in  some p la c e s  f o r  
m a in t a in in g  s m a ll  com m unity g round  s e r v ic e s  and is  an Im p o r ta n t  
p a r t  o f  t h e i r  a b i l i t y  to  c o n t in u e  o p e r a t io n .  I  am unaw are  o f  any  
such s e r v ic e s  i n  A la s k a ,  b u t  n o t  opposed to  them .

F o r  th e  m ost p a r t  a i r  am bulance s e r v ic e s  a r e  n o t l o c a l  s e r v ic e s /  
th e y  c o v e r  la r g e  a re a s  o f  th e  s t a t e  o r  th e  w h o le  s t a t e  and b eyo n d . 
M ost a re a s  o f  th e  s t a t e  can g e t  a i r  am bu lance  s e r v ic e  fro m  s e v e r a l  
a i r  am bu lance  p r o v id e r s .  T h is  is  a good t h in g  as i t  g iv e s  p a t i e n t  
c a re  p r o v id e r s  th e  o p t io n  o f  c h o o s in g  th e  b e s t  s e r v ic e  a v a i l a b l e  a t  
th e  t im e  f o r  th e  in c id e n t  a t  h an d .

What is  bad i s  when a p a t i e n t  i s  lo c k e d  in t o  one p a r t i c u l a r  s e r v ic e  
p r o v id e r ,  e i t h e r  b ecau se  a p a t i e n t  has a s u b s c r ip t io n  f o r  a 
s p e c i f i c a t e  s e r v ic e  and r e fu s e s  to  use a n o th e r  s e r v ic e  o r  a p a t i e n t  
is  c o v e re d  by a h e a l t h  c a re  p rogram  (VA o r  In d ia n  H e a lth /A N M C ) t h a t  
c o n t r a c t s  w i t h  one a i r  am bulance s e r v ic e  to  c o v e r  th e  w h o le  s t a t e .

T h a t G u a rd ia n  F l i g h t  has s o ld  s u b s c r ip t io n s  to  p e o p le  in  T o k . w here  
40 M i le  A i r  is  th e  l o c a l  a i r  am bulance s e r v ic e ,  in  i t s e l f  has  
caused  u n n e c e s s a ry  and u n fo r t u n a t e  re s e n tm e n t to w a rd  G u a rd ia n . I t  
has a ls o  cau sed  u n n e c e s s a ry  d e la y s  in  p a t i e n t  t r a n s p o r t ,  when th e  
p a t ie n t  ( o r  p a t ie n t s  s p o u s e ) i n s is t e d  on w a i t in g  f o r  a G u a rd ia n  
f l i g h t ,  when 40 M i le  A i r ' s  p la n e  was in  Tok and re a d y  t o  go .

G u a rd ia n  has s o ld  s u b s c r ip t io n s  to  r e t i r e d  p e o p le  i n  Tok t h a t  a re  
on m e d ic a re  and have s u p p le m e n ta l in s u r a n c e ,  so t h a t  th e s e  p e o p le  
a r e  p a y in g  f o r  n o th in g  e x c e p t d e la y s  in  c a r e .

In  T o k , VA and ANMC's in s is t e n c e  on u s in g  t h e i r  c o n t r a c t e d  s e r v ic e  
p r o v id e r s  has le d  to  w a its  o f  up to  e ig h t  h o u rs  f o r  a p la n e ,  caused  
s e r io u s  p a t i e n t  com prom ise and is  a h a rd s h ip  f o r  th e  Tok C l i n i c ,  as 
th e  c l i n i c  i s  n o t s e t  up o r  s t a f f e d  f o r  e x te n d e d  p a t i e n t  c a r e .

Tom Dean, C h ie f
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[We redact certain identifying information and certain potentially privileged, 
confidential, or proprietary' information associated with the individual or entity, unless 
otherwise approved by the requestor.]

Issued: May 21, 2003

Posted: Ma^ 28,2003

[name and address redacted]

Re: OIG Advisory Opinion No. 03-11

Dear [name redacted]:

Wc are writing in response to your request for an advisory opinion concerning an 
ambulance company's collection o f  a fixed annual subscription fee in lieu o f  Medicare 
Part B cost-sharing amounts from its members (the» “Arrangement"). Specifically, you 
have asked whether the Arrangement would constitute grot’ ds for the imposition of 
sanctions u..der the exclusion authority at section 1128(b)(7) o f  the Social Security Act 
(the “Act") or the civil monetary penalty provision at section I 12SA(a)(7) o f  the Act, as
those sections relate to the commission o f  acts described in section 1128B(b) o f  the Act,
or under the civil monetary penalties provision for illegal remuneration to beneficiaries at 
section 1128A(a)(5) o f  the Act.

You have certified that all o f  the information provided in your request, including all 
supplementary letters, is true and correct and constitutes a complete description o f  the 
relevant facts and agreements among the parties.

In issuing this opinion, we have relied solely on the facts and information presented to us. 
We have not undertaken an independent investigation o f  such information. This opinion 
is limited to the facts presented. If  material facts have not been disclosed or have been 
misrepresented, this opinion is without force and effect.
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Based on the facts certified in your request for an advisory opinion and supplemental 
submissions, we conclude that the Arrangement could potentially generate prohibited 
remuneration under the anti-kickback statute if  the requisite intent to induce or reward 
referrals were present, but that the Office o f  Inspector General (“OIG’ ) would not impose 
administrative sanctions on [name redacted] under section 1128A(a)(5) o f  the Act or 
under section 1128(b)(7) or 1128A(a)(7) o f  the Act (as those sections relate to the 
commission o f  acts described in section 1128B(b) o f  the Act) in connection with the 
Arrangement. This opinion is limited to the Arrangement and, therefore, we express no 
opinion about any other agreements or any other arrangements disclosed or referenced in 
your request letter or supplemental submissions.

This opinion may not be relied on by any persons other than [name redacted] (the 
“Requestor"’), the requestor o f  this opinion, and is further qualified as set out in Part IV 
below and in 42 C.F.R. Part 1008.

I. FACTUAL BACKGROUND

The Requestor is a nonprofit corporation that provides emergency ambulance services.
The Requestor has operated since 1963 on a subscription basis and has two classes o f  
subsribers: individuals who pay an annual $20 subscription fee and businesses that pay 
annual subscription fees proportionate to their size ($30 for those with fewer than 12 
employees; $50 for those with 12 or more employees).

The Requestor does not collect Medicare Part B cost-sharing amounts from its subscribers 
(other than supplemental insurance coverage o f  the subscriber's obligations), but does 
collect such balances from non-subscribers through its contracted billing agent.

The Requestor has certified that the subscription revenues collected from its subscribers 
currently exceed, in the aggregate, the cost-sharing amounts waived for all subscribers, 
and that the subscription revenues collected from all subscribing Medicare Part B 
beneficiaries currently exceed, in the aggregate, the cost-sharing amounts waived for the 
subscribing Part B beneficiaries.

II. LAW

The anti-kickback statute makes it a criminal offense knowingly and willfully to offer, 
pay, solicit, or receive any remuneration to induce or reward referrals o f items or services 
reimbursable by federal health care programs. See section 1128B(b) o f  the Act. Where 
remuneration is paid purposefully to induce or reward referrals o f  items or services
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payable by a federal health care program, the anti-kic1 back statute is violated. By its 
terms, the statute ascribes criminal liability to parties on both sides o f  an impermissible 
“kickback” transaction. For purposes o f  the anti-kickback statute, “remuneration" 
includes the transfer o f anything o f  value, in cash or in kind, directly or indirectly, 
covertly or overtly.

The statute has been interpreted to cover any arrangement where one purpose o f  the 
remuneration was to obtain money for the referral o f  sendees or to induce further 
referrals. United States v. Kats. 871 F.2d 105 (9th Cir. 1989): United States v. Greber. 
760 F.2d 68 (3d Cir.), cert, denied. 474 U.S. 988 (1985). Violation o f  the statute 
constitutes a felony punishable by a maximum fine o f  $25,000, imprisonment up to five 
years, or both. Conviction will also lead to automatic exclusion from federal health care 
programs, including Medicare and Medicaid. Where a party commits an act described in 
section 1128B(b) o f  the Act, the OIG may initiate administrative proceedings to impose 
civil monetary penalties on such party unde- section 112SA(a)(7) o f  the Act. The OIG 
may also initiate administrative proceedings to exclude such party from the federal h e r ’th 
care programs under section 1128(b)(7) o f  the Act.

III. LEGAL ANALYSIS

The Arrangement may implicate the anti-kickback statute to the extent that it might be 
. constnied as a routine waiver o f  Medicare Part B cost-sharing amounts. In evaluating the 

risk, the threshold concern is whether, in the aggregate, (i) the subscription fees collected 
from subscribers reasonably approximate the amounts that the subscribers would expect 
to spend for cost-sharing amounts over the period covered by the subscription agreement, 
or (ii) the amounts collected from subscribing Medicare Part B beneficiaries reasonably 
approximate the amounts that the subscribing Medicare Part B beneficiaries would expect 
to spend for cost-sharing amounts. If  the subscription amounts are not actuarially or 
historically reasonable in comparison to the uncollected cost-sharing amounts under one 
of  the two alternatives noted above, then we would view the subscription plan as a 
potentially illegal practice to disguise the routine waiver o f  Medicare Part B cost-sharing 
amounts.

In this case, the subscription amounts collected by t.ie Requestor from participating 
Medicare beneficiaries in the aggregate exceed the amounts that the Medicare 1 art B 
beneficiaries would be expected to spend for Medicare Part B cost-sharing over the 
period covered by the subscription agreement. Accordingly, we would not subject the 
Arrangement to administrative sanction0 mder the anti-kickback statute or section 
1128A(a)(5) o f  the Act.
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iV. CONCLUSION

Based on the facts certified in your request for an advisory opinion and supplemental 
submissions, we conclude that the Arrangement could potentially generate prohibited 
remuneration under the anti-kickback statute if  the requisite intent to induce or reward 
referrals were present, but that the OIG would not impose administrative sanctions on 
[name redacted] under section 1128A(a)(5) o f  the Act or jnder sections 1128(b)(7) or 
1128A(u)(7) o f  the Act (as those sections relate to the commission o f  acts described in 
section 1128B(b) o f  the Act) in connection with the Arrangement. T his opinion is limited 
to the Arrangement and, therefore, we express no opinion about any other agreements or 
any other arrangements disclosed or referenced in your request letter or supplemental 
submissions.

V . LIMITATIONS

The limitations applicable to this opinion include the following:

• This advisory opinion is issued only to [name redactedj, the requestor o f  
this opinion. This advisory opinion has no application, and cannot be relied 
upon, by any other individual or entity.

• This advisory opinion may not be introduced into evidence in any matter 
involving an entity or individual that is not a requestor to this opinion.

• T his advisory opinion is applicable only to the statutory provisions 
specifically noted abo\* No opinion is expressed or implied herein with 
respect to the application of any e ther federal, state, or local statute, rule, 
regulation, ordinance, or other law that may be applicable to the 
Arrangement, including, without limitation, the physician self-referral law, 
section 1877 of the Act.

• This advisory opinion will not bind or obligate any agency other than the 
U.S. Department o f  Health and Human Services.

This advisory opinion is limited in scope to the specific arrangement 
described in this letter and has no applicability to other arrangements, even 
those which appear similar in nature or scope
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• No opinion is expressed herein regarding the liability o f  any party under the 
False Claims Act or other legal authorities for any improper billing, claims 
submission, cost reporting, or related conduct.

This opinion is also subject to any additional limitations set forth at 42 C.F.R. Part 1008. 
The OIG will not proceed against [name redacted] with respect to any action that is part 
o f  the .Arrangement taken in good faith reliance upon this advisory opinion as long as all 
o f  the material facts have been fully, completely, and accurately presented, and the 
Arrangement in practice comports with the information provided. The OIG reserves the 
right to reconsider the questions and issues raised in this advisory opinion and, where the 
public interest requires, rescind, modify, or terminate this opinion. In the event that this 
advisory opinion is modified or terminated, the OIG will not proceed against [name 
redacted] with respect to any action taken in good faith reliance upon this advisory 
opinion, where all o f  the relevant facts were fully, completely, and accurately presented 
and where such action was promptly discontinued upon notification o f  the modification or 
termination o f  this advisory opinion. An advisory opinion may be rescinded only if the 
relevant and material facts have not been fully, completely, and accurately disclosed to 
the OIG.

Sincerely,
I i

/s/

Lewis Morris
Chief Counsel to the Inspector General



W arbelow 's A ir Ventures, Inc. is opposed to HB 100 because:

1. Industry costs are increased as each air ambulance operator would have to either field a sales force 
to sell individual subscriptions marketed to everyone in the State of Alaska, or lace being pre­
empted by competitors who did.

2. Quality o f  patient care is decreased because the air ambulance operator with the most effective 
marketing would be selected in advance, rather than at the time of  need based on needed medical 
capabilities and the quickness o f  their response as is currently done.

3. It is a bad financial gamble for the patient. There are approximately 5000 medevacs flown in 
Alaska per year with a population o f  about 700,000. If everyone bought a $50 membership, this 
w ould generate S35 million, or about $7000 per medevac, which exceeds the average cost o f  a 
medevac in total. Most patients are already covered by Medicare, Medicaid, IHS, or private 
insurance. The cost of a medevac already reflects the write offs for non-payment by uninsured 
patients, as it is industry practice to write off flights where there is no insurance or the patient is 
unable to pay the deductible.

4. It does not protect the consumer against the cost o f  their insurance deductible, because in most cases 
the patient will simply pay their insurance deductible and co pay at the hospital they arc medevaccd 
to, if  they have not paid it to the medevac pro\ idcr already. The savings is therefore to the 
insurance company providing the medical insurance, not the patient, who pays for double insurance

5. The Alaska air ambulance industry is highly competitive with multiple choices between State 
certified providers available in every market. The only purpose a membership program would serve 
is to provide a legal business model for pre-empting competitors, and reduce rather than increase 
competitive forces. Consumers will likely not appreciate the barrage o f  marketing that would 
accompany passage o f this law.

(y Consumeis deserve the protection o f  the State o f  Alaska insurance law s w hen they buy an insurance 
product such as that proposed, and there is no basis for exposing the consumer to the risk o f  
business failure. Insurance can be bought from legitimate companies that meet the state 
requirements to insure the risk o f  air ambulance costs.

7. It would be an overwhelming task to police the law, and protect consumers from being sold 
additional unregulated insurance for risks that they already have coverage. The Division o f 
Insurance has not prevented the sale o f  air ambulance memberships by one seller over the last six 
years. It is unlikely the Consumer Protection Agency w ill be able to police the sale o f  memberships 
by a dozen or more carriers to hundreds of thousands o f consumers, many of which already have 
coverage and are not eligible to be solicited under the proposed law.

iS I'he law as written has been opposed by each air ambulance operator in the state who has testified 
except one, and that operator has been providing air ambulance service through memberships for six 
years, in violation of  existing state law s. To now make that legal would be to reward those who 
have built a brand and customer base in air ambulance memberships while knowingly flouting the 
laws of the State o f  Alaska, and leave at a competitive disadvantage those w ho have complied.

Art Warbclow, President 
Warbelow's Air Ventures, Inc.

(907) 378-7203 
art(M>'warbcknvs.com



F a irb a n k s  D a i l y  News M in e r - By AMANDA BOHMAN

S t a f f  W r i t e r  

F e b r u a r y  1 ,  2 0 0 1

E x c e r p t s  -

  T h e  c o m p a n y  i s  t r y i n g  t o  d e v e l o p  a n  a i r  a m b u la n c e  i n s u r a n c e  p l a n  o f
s o r t s ,  f o i  w h ic h  i t  i s  a w a i t i n g  s t a t e  a p p r o v a l .

T h e  m e m b e r s h ip  p l a n  S t i r l i n g  i s  h o p i n g  t o  l a u n c h  c o s t s  $ 5 0  a y e a r  p e r 
p e r s o n  o r  p e r  f a m i l y .  T h e  a v e r a g e  m e d e v a c ,  f r o m  a v i l l a g e  t o  a 
h o s p i t a l  i n  F a i r b a n k s  o r  A n c h o r a g e ,  c o s t s  $ 4 , 0 0 0  t o  $ 5 , 0 0 0 .  E v e n  t h o s e  
w i t h  i n s u r a n c e  p a y  so m e  o f  t h a t  c o s t ,  u s u a l l y  a b o u t  2 0  p e r c e n t ,  D a v ie s  
s a i d .  U n d e r  t h e  p l a n ,  a l l  G u a r d ia n  m e m b e rs ,  e v e n  t h e  u n i n s u r e d ,  w o u ld  
p a y  n o t h i n g ,  e x c e p t  f o r  t h e  y e a r l y  f e e ,  f o r  a n  e m e r g e n c y  m e d i c a l 
t r a n s p o r t .  " T h e r e ’ s  a l o t  o f  u n i n s u r e d  p e o p l e  w h o  f a l l  t h r o u g h  t h e  
c r a c k s , "  D a v ie s  s a i d .  T h e  m e m b e r s h ip  p l a n  i s  o n  h o l d  p e n d in g  s t a t e  
a p p r o v a l ,  b e c a u s e  t h e  s t a t e  n e e d s  t o  d e c i d e  w h e t h e r  i t  f a l l s  u n d e r  t h e  
sam e  r e g u l a t i o n s  a s  i n s u r a n c e  p r o v i d e r s .  S t i r l i n g  m o d e le d  h i s  p l a n  
a f t e r  o n e  d e v e lo p e d  i n  O r e g o n ,  w h e r e  a  s p e c i a l  l a w  w a s  c r a f t e d  t o  
e x e m p t  a i r  a m b u la n c e  s e r v i c e s '  m e m b e r s h ip  p l a n s  f r o m  i n s u r a n c e  
r e g u l a t i o n s .  S t i r l i n g  s a i d  h i s  o u t f i t - h e  e m p lo y s  17  f u l l -  a n d  p a r t -  
t i m e  e m p l o y e e s ,  w h ic h  i s  e n o u g h  m a n p o w e r  t o  h a v e  t h r e e  c r e w s  o u t  a t 
o n c e - i s  t o o  s m a l l  t o  b e  a b l e  t o  f o l l o w  t h e  sam e  g u i d e l i n e s  i n s u r a n c e  
c o m p a n ie s  d o .  " I  a s k e d  h e r  ( a n  a t t o r n e y  w i t h  t h e  s t a t e )  h o w  m u c h  t h e  
f i n e s  w o u l d  b e  i f  we j u s t  d o  i t .  S h e  s a i d ,  ' Y o u  d o n ' t  w a n t  t o  k n o w . " '



C r i t i c

Sign up to become a CCI 
member today!C r i t i c a l  C A R E ,  I n c  A d v a n t a g e  

M e m b e r s h i p  A p p l i c a t i o n

Y o u  c a n  h e l p  

m e e t  A l a s k a n s 7 

c r i t i c a l - c a r e  

t r a n s p o r t  n e e d s .

A .

M ISS IO N
TO SUPPORT EDUCATION, 
TRAINING. RESEARCH AND 

'NCOMPENSATED CRITICAL-CARE 
. BELIEF TO PROMOTE “BEST CARE”
f o r  o u r  A l a s k a n  c o m m u n i t i e s .

1 . 8 8 8 . 9 1 2 . 4 C C I  

( 4 2 2 4 )
w w w . c r i t i c a l c a r e i n c . c o m

C r i t i c a l  C A R E ,  I n c .

P .O .  BOX 8 9 5 2  • K E T C H I K A N ,  A K  9 9 9 0 1  

P H O N E :  9 0 7 / 2 2 5 . 5 5 0 0  

FAX:  9 0 7 / 2 4 7 . 6  1 0 2

WHO is eligible for Critical CA RE Advantage 
Membership is any individual or family.

W H A T  nu 'tubers receive includes the 
satisfaction of knowing dues are used to support 
the mission and visit ion of the organization; a 
yearly membership packet; quality care at critical 
moments from Alaska's largest medevac provider, 
Guardian Flight.

W HENi s the time to sign up? RIGHT NOW! 
Membership begins within > days of receiving your 
application and payment.

WHERE yon need medical transport, thanks 
to a partnership, your CCI Advantage membership 
allows Guardian Flight to hill your insurance 
carrier (ifany). Are you a member yet;’

W HY you should become a member is because 
your dollars go to funding the critical skills our 
health providers need when we need it most.

Individual, 
Family, and 
Corporate 
memberships 
are available.

http://www.criticalcareinc.com


CCl's goal is to assist in improving 
skills and acquiring information for 

medical personnel to provide 
“best care” to our communitv.

I wanted to thank you for the 
very generous scholarship you 
recently presented to me at 

the OB Stat Course. I appreciate your 
thoughfulness!

— Janette

I wanted to send a huge 
thank you for providing my 
scholarship. The class was 

excellent ~ and I learned a lot! Thank 
you, again, for supporting |jg| 
continuing education!

— Lisa ^

We want to continue our 
I membership . . . and 1

completely forgot about it 
until a friend had to be medevaced 
from Canada and told us 
what a marvelous service 
she received because of her " 
membership.” — Eula
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Board Approved 01/18/2007 For your records

C C I  M e m b e r s h i p  A d v a n t a g e  O p t i o n s

Nickel C o p p er B ronze Silver G old P la tinum  1

Type 1 week Advantage 6 mo. Advantage 1 yr. Advantage 6 mo. Advantage 1 yr. Advantage Lifetime Advantage i

Covers Basic Medevac Basic Medevac Basic Medevac Basic Medevac, 
Ground, Air, & 
Repatriation

Basic Medevac, 
Ground, Air, & 
Repatriation

Basic Medevac

Individual S IS $25 $50 $100 $150 $1 ,000
Single

Family $30 $45 $75 $200 $300 $2,000
Household
Dependents

C orporate* $12 $20 $40 $80 $120 N /A
Single

*Membership rate applies to business license holders or through employer-sponsored Advantage agreements.

E v e r y  C C I  m e m b e r  re c e iv e s :

♦Verification of Membership 
♦Quarterly Newsletter
♦Satisfaction knowing contributions help support

training, education, & excellent pre-hospital care in Alaska 
♦Convenient carry-everywhere contact information for Critical Care, Inc 

& Guardian Flight 
♦Peace of mind knowing you and your loved ones’ critical-care transport 

needs are secured with Guardian Flight
C rit ica l  CARE, Inc.
907 .225 .5500  
1 .888 .912 .4C C I (4224) 

f a x  907 .247 .6102
P.O. Box 8952 
K etch ikan , AI< 99901

I signed up for/gifted Individual/Family/Corporate________
membership: The advantage applies t o  people

from 3 business days after the date of postmark to expire 
 /___/___ . I paid w/a check/money order/credit card.



Prim ary M em ber/H eU d o f  H ousehold  b | p
Name*_________
Date of Birth*:__
Mailing Address* 

City:.
General Phone*:___
Alternate Phone:___
Email (only for CCI use)_

.State:____Zip:.

Is membership gift?* Yes:_____No:_____
I I Please contact me, I want, to clarify, volunteer, or get more information!

Credit C ard  Billing Inform ation
j Same as above

Name*:__________
Address*:

City:.
Phone:____________
Email (only for CCI use)

I I N ew   Renew

.State:___ Zip:.

Membership Options (check the type & circle the level):

Nickel Copper Bronze Silver Gold Platinum
Ind. $15 $25 $50 $100 $150 $1,000 !
Family $30 $45 $75 $200 $300 $2,000
Corporate $12 $20 $40 $80 $120 N/A

Additional Members (include name/relationship/birthdate)

Payment Type
Amount:

P le a s e  D o  N o r  Se n d  C a s h

O  Credit Card: Visa.
Card #_________
Signature______

O  Check #_____

Mastercard AMEX/Discover

_ Exp. D ate_

I I Money Order.
Thank you for supporting education, training, and research fo r Alaska's EMS personnel.'

Terms of the Critical Care Advantage 
W ho
• The advantage app lies  to the in d iv id u a l and/or 
fam ily  (defined as spouse/s ign ificant o ther and 
d epend en t c h ild re n , c la im ed  on  you r in com e  
tax return) that are m em bers in  good stand ing  
o f  C r it ic a l C A R E , In c .
W ha t
• T he  C r it ic a l C A R E  Advantage is secondary 
to  a ll insurance carriers. G ua rd ia n  F lig h t w ill 
accept paym ent from  insurance carriers as 
paym ent in  fu ll.
• 1 agree to transfer d ire c t ly  to G ua rd ia n  F lig h t a ll 
r igh ts  to in su ran ce  paym ents o r o ther app licab le  
coverage due  for G u a rd ia n  F lig h t services. 
W h e n
• T he C r it ic a l C A R E  Advantage for new  
m em bers w i l l take effect 3 days after rece ipt 
o f com p le te d  e n ro llm en t a p p lica t io n  (w ith 
payment) in  C r it ic a l C A R E , In c .
W here
• G ua rd ia n  F lig h t Hies based on  m ed ica l need 
and  transports pa tients to the closest m ed ica lly  
appropr ia te  fac ility  as requested by the 
phys ic ian .
• There m ay rarely be tim es , d ue  to weather or 
back-up a ircraft and crew  una va ila b ility  that 
G ua rd ia n  F lig h t ca nno t guarantee a va ila b ility  o f 
serv ice .
W hy
• T h is  advantage app lie s  to a ir transport w ith  
G ua rd ia n  F lig h t only .
• T h is  advantage is not insurance .

I have read, understand, and agree with the 
terms and conditions of the Critical CARE 
Advanl geas described above.

Signature:

Date:

R e f e r r e d  b y :

Mail to:
Critical CARE, Inc.
907 .225.5500  
1 .888 .912 .4CCI (4224)  

fax 907.247 .6102
P.O. Box 8952  
Ketchikan, AK 99901


