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I. SUMMARY OF DOCUMENT: This instruction is to inform contractors to begin using the new
Remittance Advice Remark Code message when denying an ambulance claim submitted with a code that is
not separately billable and to begin using MSN message 16.45 for beneficiary notification when a claim has
been denied with a code thats not separately billable.
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Medicare Claims Processing Manual
Chapter 15 - Ambulance

10 - General Coverage and Payment Policies

(Rev. 668, Issued: 09-02-05; Effective: Ambulance claims received on or after
January 3, 2006, and 4 years after initial determination for adjustments;
Implementation: 01-03-06)

These instructions apply to processing claims to contractors under the ambulance fee
schedule (FS).

General rules for coverage of ambulance services are in the Medicare Benefit Policy
Manual, Chapter 10. General medical review instructions for ambulance services are in
Chapter 6 of the Medicare Program Integrity Manual.

In general, effective April 1, 2002, payment is based on the level of service provided, not
on the vehicle used. However, two temporary Q codes (Q3019 and Q3020) are available
for use during the transition period when an ALS vehicle is used for a Medicare-covered
transport, but no ALS service is furnished.

Ambulance services are separately reimbursable only under Part B. Once a beneficiary is
admitted to a hospital, Critical Access Hospitals (CAH), or Skilled Nursing Facility
(SNF), it may be necessary to transport the beneficiary to another hospital or other site
temporarily for specialized care while the beneficiary maintains inpatient status with the
original provider. This movement of the patient is considered “patient transportation”
and is covered as an inpatient hospital or CAH service under Part A and as a SNF service
when the SNF is furnishing it as a covered SNF service and Part A payment is made for
that service. Because the service is covered and payable as a beneficiary transportation
service under Part A, the service cannot be classified and paid for as an ambulance
service under Part B. This includes intra-campus transfers between different departments
of the same hospital, even where the departments are located in separate buildings. Such
intra-campus transfers are not separately payable under the Part B ambulance benefit.
Such costs are accounted for in the same manner as the costs of such a transfer within a
single building. See section 10.3.3 of Chapter 10 of the Medicare Benefit Policy Manual
for further details. Refer to section 10.5 of Chapter 3 of the Medicare Claims Processing
Manual for additional information on hospital inpatient bundling of ambulance services.

Prior to the implementation of the FS, suppliers used one of four billing methods.
Providers used only one billing method, method 2. The FS (effective April 1, 2002) has
only one billing method, formerly method 2. This current billing method includes
payment for all items and services in the ambulance FS base rate except for the cost of
mileage, which is payable separate from the base rate.

NOTE: The cost of oxygen and its administration in connection with and as part of the
ambulance service is covered. Under the ambulance FS oxygen and other items and



services provided as part of the transport are included in the FS base payment rate and are
generally NOT separately payable.

The intermediary is responsible for the processing of claims for ambulance services
furnished by providers; i.e., hospitals and skilled nursing facilities. The carrier is
responsible for processing claims from suppliers; i.e., those entities that are not owned
and operated by a provider. Effective December 21, 2000, ambulance services furnished
by a CAH or an entity that is owned and operated by a CAH are paid on a reasonable cost
basis, but only if the CAH or entity is the only provider or supplier of ambulance services
located within a 35-mile drive of such CAH or entity. Beginning February 24, 1999,
ambulance transports to or from a nonhospital-based dialysis facility, origin and
destination modifier “J,” satisfy the program’s origin and destination requirements for
coverage.

Ambulance supplier services furnished under arrangements with a provider, e.g., hospital
or SNF are not billed by the supplier to its carrier, but are billed by the provider to its
intermediary. The intermediary is responsible for determining whether the conditions
described below are met. In cases where all or part of the ambulance services are billed to
the carrier, the carrier has this responsibility, and the intermediary shall contact the
carrier to ascertain whether it has already determined if the crew and ambulance
requirements are met. In such a situation, the intermediary should accept the carrier’s
determination without pursuing its own investigation.

Where a provider furnishes ambulance services under arrangements with a supplier of
ambulance services, such services can be covered only if the supplier’s vehicles and crew
meet the certification requirements applicable for independent ambulance suppliers.

The ambulance FS is effective for claims with dates of service on or after April 1, 2002.
The FS is phased in over a transition period through the end of 2005. During the
transition period payment amounts are a blended amount: part ambulance FS, and part
reasonable charge (for independent suppliers) or reasonable cost for providers. The
percentages for the blended rate during the transition period are as follows:

Transition Year Reasonable Charge/ | FS Percent
Cost Percent

Year One (4/1/2002-12/2002) | 80 20

Year Two (CY 2003) 60 40

Year Three (CY 2004) 40 60

Year Four (CY 2005) 20 80

Year Five (CY 2006) 0 100

When carriers receive a claim on which the submitted charge substantially exceeds the
normal reasonable charge amount for waiting time, they shall send it to the utilization
review unit for its review. Once the review unit has made a determination to pay an



amount higher than the customary or prevailing charge, documentation to support the
reason for this determination must accompany the claim.

NOTE: To bill mileage, providers and suppliers continue to use codes A0380 and A0390
for dates of service January 1, 2001 through March 31, 2002.

Suppliers using Method 3 or 4 may use supply codes A0382, A0384, and A0392 - A0999
as well as J-codes and codes for EKG testing during the transition period. These supply
codes should be entered in item 22. Carriers deny claims for items from Method 1 and
Method 2 billers.

The ZIP code of the point of pickup must be entered in item 12. If there is no ZIP code in
item 12, or if there are multiple ZIP codes in item 12, carriers return the claim as
unprocessable.

The ZIP code entered in item 12 shall be edited for validity.

The format for a ZIP code is five numerics. If the ZIP code in item 12 shows a 9-digit
ZIP code, carriers validate only the first 5 digits. If the ZIP code entered into item 12
does not correspond to a USPS either 5- or 9-digit format, carriers reject the claim as
unprocessable using message N53 on the remittance advice in conjunction with reason
code 16.

If the ZIP code entered on the claim is not in the CMS-supplied ZIP Code File, manually
verify the ZIP code to identify a potential coding error on the claim or a new ZIP code
established by the U.S. Postal Service (USPS). ZIP code information may be found at the
USPS Web site at http://www.usps.com/, or other commercially available sources of ZIP
code information may be consulted. If this process validates the ZIP code, the claim shall
be processed. All such ZIP codes are to be considered urban ZIP codes until CMS
determines that the code should be designated as rural. If this process does not validate
the ZIP code, the claim shall be rejected as unprocessable using message N53 on the
remittance advice in conjunction with reason code 16.

Effective January 1, 2006, items and services which include but are not limited to oxygen,
drugs, extra attendants, supplies, EKG, and night differential are no longer paid
separately for ambulance services. This occurred when CMS fully implemented the
Ambulance Fee Schedule, therefore, payment is based solely on the ambulance fee
schedule.

Effective for claims on or after October 1, 2007, ambulance claims submitted with a
code(s) that is/are not separately billable and is/are already included in the base rate,
contractors shall use Remittance Advice Remark Code N390, ““This service cannot be
billed separately”” and N185, ““Do not re-submit this claim/service” with Claim
Adjustment Reason Code 97, “Payment was adjusted because the benefit for this service
is included in the payment/allowance for another service/procedure that has already
been adjudicated.” This is true whether the primary transportation service is allowed or
denied. When the service is denied, the services are not separately billable to the
beneficiaries as they are already part of the base rate.
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