
HEALTH SERVICES AGENCY
ADMINISTRATION

May 24, 2001 Agenda: June 19,ZOOl

County of Santa Cruz””
HEALTH SERVICES AGENCY

P.O. BOX 962, 1080 EMELINE  AVENUE

SANTA CRUZ,  CA 95061

(831) 454-4066  FAX: (831) 454-4770

Honorable Board of Supervisors
County of Santa Cruz
701 Ocean Street
Santa Cruz, CA 95060

Subject: Proposed Second Amended Emergency Medical Services Provider
Agreement for Ambulance Advanced Life Support Transport Services

Dear Members of the Board:

I. introduction

In 1997 Your Board approved a contract for ambulance services with American Medical
Response West for a five-year term beginning December 1, 1997 and ending November 30,
2002. This contract was amended November 16, 1999 to revise language dealing with excess
revenues.

The Auditor-Controller has completed a Report on Contract Compliance of American Medical
Response West Santa Cruz County Operations for the Health Services Agency for the fiscal
years ended November 30, 1998 and 1999. The report stated that the compliance review did
not identify many conditions of non-compliance under the definitions of the agreement. The
following conditions were not in compliance:

l Contractor insurances were not confirmed
l Audited Financial Statements were not provided for 1998
l Independent Auditor Management Letters were not provided for either year.

The cited conditions will be corrected. The Health Services Agency is developing an internal
procedure for receipt and verification of Contractor insurances that will provide the necessary
confirmation to assure that certificates meet the intent and purpose of contractual requirements.

American Medical Response West attests in a letter that they will provide the contractual
requirements of the Audited Financial Statements and Independent Auditor Management
Letters for the three years ended November 30, 2000 and for the remaining years of the
contract.
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The Auditor-Controller has in addition made observations for consideration in future contract
negotiations, which the Health Services Agency would like to address with financial section
amendments in the attached agreement submitted for Board approval. The Health Services
Agency also proposes an amendment to the Contractor’s new hire training program described in
the contract in the same Second Amended Emergency Medical Services Provider Agreement
for Emergency Ambulance Advanced Life Support Transport Services agreement.

The Technical Advisory Group (TAG) has also reviewed the Auditor-Controller’s Report and
accepted and filed the report, and endorsed the financial amendments proposed by HSA. The
TAG also reviewed and approved the Operations Budget for the Contractor’s fiscal year ending
August 31, 2001.

II. Financial Amendment Recommendations

1. Accrual Basis of Accounting

The existing contract language displays a conflict between a cash and an accrual basis of
accounting. The existing contract relies on a cash basis ofaccounting which was developed by
the contract negotiating team with the intent to accurately reflect AMR’s contractual profitability.
Cash basis means that revenues are recognized in the period in which the related cash is
received. According to the current contract language, net/net revenues (which are accrual basis
revenues: gross billings less contractual allowances, uncompensated care, and any other
authorized adjustments billed by the contractor) are to be treated as cash revenues.

Significantly, contract revenues are defined as cash revenues for the purposes of calculating
excess revenues. In addition, the existing contract requires AMR to prepare their year end
reconciliation on a cash basis, but also requires the report to be in accordance with Generally
Accepted Accounting Principles (GAAP). Cash basis accounting is not in accordance with
GAAP. Further, in the event AMR claims a “hardship,” non-cash basis accounting records
would be reviewed. There is a concern that profit margins cannot be accurately measured
under a non-GAAP basis of accounting and reporting.

The Health Services Agency recommends that the contract be amended to reflect an accrual
basis of accounting and prepared the amendments reflected in the attached Second Amended
Emergency Medical Services Provider Agreement for Emergency Ambulance Advanced Life
Support Transport Services.

2. Indirect Expenses

The existing agreement provides for fixed amount of $200,000 for general and administrative
expenses and a fixed 13% of direct expenses for indirect costs. The contract negotiating team
directed the payment of fixed amounts to AMR to allow AMR to recover expenses disallowed
under the category direct expenses. Recorded expenses were less than the fixed amounts, so
this methodology permitted reimbursement for more than the actual expenses. Normally
contract language provides for the reimbursement of actual expenses up to a specified
maximum or cap.

The Health Services Agency recommends that the contract be amended to reflect the lower of
actual recorded amounts of direct expenses as enumerated in the approved Operations Budget
or a cap of $200,000 for general & administrative direct expenses and the lower of actual
recorded indirect expenses or a cap of 13% of the total annual cost of direct field expenses for
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indirect expenses and prepared the amendments reflected in the attached Second Amended
Emergency Medical Services Provider Agreement for Emergency Ambulance Advanced Life
Support Transport Services.

3. Disparity in Fiscal Years

The current contract requires AMR to prepare its financial statement reporting the results of
operations for the contract year December 1 - November 30, although AMR’s fiscal year is
September 1 - August 31. Preparing financial statements for a period other than the normal
fiscal year results in extra complications and work for both the Contractor and the Agency, while
adding no value to the process.

The Health Services Agency recommends that we close the books this year on August 31, 2001
and follow with the final two years of the contract September 1, 2001-August  31, 2002 and
September 1, 2002-August  31, 2003. This alignment of fiscal years would effectively extend the
existing contract by nine months and is reflected in the attached Second Amended Emergency
Medical Services Provider Agreement for Emergency Ambulance Advanced Life Support
Transport Services.

I II. Trainina Proaram Recommendation

In the past two years, AMR has experienced difficulty maintaining the stability and low turnover
in the workforce that was once an attribute of the private ambulance industry in Santa Cruz
County. AMR has been specifically impacted by paramedics moving into public service
positions with local fire departments that are beginning to provide advanced life support services
by hiring firefighter-paramedics. Although the public and private sector paramedics earn nearly
equivalent salaries, the attraction of a civil service position, especially with regard to retirement
benefits, has motivated many private paramedics to work toward positions in the fire service.

AMR in Santa Cruz County has now experienced unprecedented staff turnover. In the 12
months ending 3/31/01,  the turnover rate was 42% compared to the 10% for the 12 months of
the same period two years ago. Since March 1999, AMR has lost 19 paramedic employees to
Fire Department positions, and has replaced these employees with new hires.

The contract requires that all newly hired or newly transferred EMT-Ps with less than six (6)
months EMT-P field experience be placed on a minimum six (6) month probationary period.
During the probationary period the employee may only be assigned to a shift on which the
employee will be supervised by a Contractor’s certified Field Training Officer (FTO). The
contract requires three (3) FTOs. Since the contract was first implemented, AMR has met this
provision by moving otherwise permanently placed paramedics to unit assignments so that a
Field Training Officer could be the new hire’s partner during this six month period. However,
with an unprecedented number of new hires (16 are on board in March 2001 who fall under this
provision), enough FTOs are not available to partner with the new hires.

An alternative field training program was developed proactively to replace and simultaneously
enhance the previous program. The trial program includes pre-employment screening with a
personal interview and both written and skills examinations, the AMR New Employee Academy,
a local division briefing, and three field training phases. The field training includes orientation
and evaluation by an AMR field training officer (FTO), EMS Agency orientation by the EMS
Administrator, County accreditation, and additional FTO evaluation.
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At the conclusion of the field training, the new employee works independently with a partner,
and the combined experience of the paramedic partners will total at least one year of Santa
Cruz County paramedic experience. The employee will have a six month probationary period
during which time 100% review of his or her Patient Care Records will be performed. The
employee will also have a Quality Leadership Council (QLC) mentor who will provide field
coaching. Patient care records will be reviewed by the CES Coordinator, FTOs, and QLC. At
90 days the paramedic will complete a written test on mapping and navigation, and at 120 days
a written test on policies and protocols.

The Health Services Agency has received monthly reports on the progress of the trial program
and has reviewed the written and skills exams, the FTO evaluations, check ride evaluations,
completed county accreditation checklists, written navigation and protocol tests, a sample of the
PCRs which were reviewed and the feedback which was provided, and other documentation of
mentoring by the QLC during the probationary periods, as well as the probationary consultation
review for the initial group of eight employees in the trial program. The AMR CES Coordinator
has also reported on the program during Quality Assurance sessions of the Prehospital
Advisory Committee.

The trial training period has met its objectives in preparing the new hires to work effectively and
independently as paramedics in Santa Cruz County and the Health Services Agency
recommends that the existing contract be amended to incorporate the alternative program
permanently as reflected in the attached Second Amended Emergency Medical Services
Provider Agreement for Emergency Ambulance Advanced Life Support Transport Services.

IT IS THEREFORE RECOMMENDED THAT YOUR BOARD:

Approve the attached amended agreement with American Medical Response West, Inc., County
Contract No. 127, for emergency ambulance advanced life support transport services, and
authorize the Health Services Administrator to sign.

Sincerely,

Rama Khalsa, Ph.D.
Agency Administrator

Attachment: Second Amended Emergency Medical Services Provider Agreement for
Emergency Ambulance Advanced Life Support Transport Services - on f i 1 e
with the Clerk of the Board

RECOMMENDED

iiYiiz&
County Administrative Officer
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COUNTY OF SANTA CRUZ

REQUEST FOR APPROVAL OF AGREEMENT m
Y~--__

TO: Board of Supervisors
County Administrative Officer

Couity Counsel

Auditor-Controller

FROM:
-a-?T!F

HEALTH SERVICES AGENCY

The Board of Supervisors is hereby requested to approve the attached agreement and authorize the execution of the same.

1. Said Igreement is between the County of Santa Cruz -_l___________
American Medical Response, Inc.

(Agency)

and,, 7575 Southfront Road2 Livermore, CA 94550---.~- . .~~__--__--.-__-(Name & Address)

2. The ngreementwill provide  Ambulance and parademic transport services for residents of Santa Cruz~~__ ~-_---__- ---_- -

~-C.ounty,~JIme.udtw&x.xktxlin9  .t_erm. and clarifying various administrative and accountinq- - -.___

procedures.----..-._ ---____.._ -.-. -II_ .___._.. -

3. The agreement is needed -.~&J!?~.defOr  the &we s~x~..~,_...~..-- ---_____- ____ _I --

4. Period of the agreement is from December 1, 1997 -to hyst 31,-7003

5.  Ant ic ipated cost  is  $ N/A - (Fixed amount; Monthly rate; Not to exceed)

6. Remorks:, _-

7. Apprcpriations are budgeted in N/A - - . (Index#) N / A

NOTE: IF  APPROPRIATIONS ARE INSUFFICIENT,  ATTACH COMPLETED FORM AIJD-74

(Subobject)

Approprieltions
are

available and hyJ,blfn  encumbered. Contract  No.  cooo127 Date
are not

GARY A. KNUT N, A< ‘t - Controller

.
By-w--ej?A-&L Deputy.

Y

~~~~R'~~~~"cde~"W~Pe~~~~drn,nlstrator
It js recommended that the Board of Supervisors approve the agreement

to execute the C0unt.v of Santa Crux

Health Services Agency (Agency).
Remarks:

(Analyst)

Agreemelt  approved as to form. Date

Distribution:
Bd. of Supv.  - White
Auditcr-Controller - Blue
Count;,  Counsel - Green.  l

Co. Azimin.  Officer - Conory
Auditcr-Controller - Pink
Originating Dept. - Goldenrod

*To O-ig.  Dept.  i f  reiected.

A4 - 29 (6/95)

State of Ca!tfornla )
County of Santa Cruz

SS
)

I -__ ex-offtclo  Clerk of the Board of Supervlsors  of the County of Santa Cruz,

’ State of California, do hereby certify that the foregoing request for approval of agreement was approved by

sald  Board of Supervisors as recommended by the County Admlnlstratlve  Officer by an order duly entered

In the minutes of said Board on County Administrative Officer

19---- B Y - Deputy Clerk

‘ - I


