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Air ambulances are o en the only available method of quickly transpor ng pa ents to hospitals in life-threatening situaons. They are a cri cal part of the health care landscape,
par cularly in rural areas where hospitals and specialized
care have become less available. Air ambulances are generally helicopters equipped with medical equipment and
staﬀed by medical professionals just like tradi onal ambulances. A pa ent might need air ambulance transport a er
an accident when a ground ambulance is too slow or an
accident site is inaccessible.
More than 550,000 pa ents in the U.S. are transported by
air ambulance services every year, according to the Associaon of Air Medical Services.1 Air ambulance services have
grown significantly in recent years; in 2002, there were approximately 400 dedicated air ambulances. By 2008, the
number had more than doubled to over 800. Possible reasons for the explosive growth include an aging popula on, a
significant decline in the number of emergency departments
in exis ng hospitals,2 and changing health care delivery
models. Addi onally, some stakeholders have argued such
high growth in this industry may be an indicator of medically
unnecessary use,3 although more research is needed in this
area before defini ve conclusions may be drawn.
Consumer complaints about exorbitant air ambulance bills
have risen no ceably over the past several years. For example, a 2017 New Mexico Oﬃce of Superintendent of
Insurance (OSI) study4 found the average charge per air
ambulance claim increased 229% from 2006 to 2015. Addionally, in 2015, the average amount of an air ambulance
claim unpaid by insurers was $26,829. Many states are
repor ng instances of air ambulance providers not aﬃliated with a hospital and refusing to contract with an insurer.
As such, air ambulances are being called to airli individuals in emergency situa ons and billing them for out-ofnetwork charges to the tune of tens of thousands of
dollars.
The federal Airline Deregula on Act of 1978 (ADA),5 originally passed with the intent of encouraging compe on in
the airline industry, prohibits the states from regula ng the
amount air carriers charge, including air ambulance providers. As such, any state laws passed to regulate the costs of
air ambulance services are preempted by the ADA. Because
state insurance departments do not currently have jurisdicon to regulate air ambulance company rates, routes, or
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services, and the federal government has not yet addressed
the issue, there are no regula ons or laws, at present, protec ng the economic interests of consumers from high air
ambulance costs.
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The ADA explicitly prohibits the states from regula ng the
“rates, routes, or services of any air carrier.” When the ADA
was passed in 1978, air ambulances were new and there is
no indica on the air ambulance industry was given any considera on by the U.S. Congress when cra ing the law.6 However, subsequent court rulings and the U.S. Department of
Transporta on has consistently found, as early as 1986, air
ambulances fall within the defini on of “air carriers” promulgated by the ADA, holding the states are, therefore, generally preempted from regula ng their services.7
Air ambulances generally fall under one of three business
models: 1) hospital-based; 2) independent; or 3) government.
Early air medical programs were hospital-based, with staﬀ and
equipment provided and maintained by the hospital, with
pilot and aircra contracted out. However, in 2002, Medicare
released a na onal fee schedule8 for air ambulances based on
a thorough inves ga on of the “reasonable cost” for emergency medical services (EMS). The schedule increased the
reimbursement rate across the board for air ambulance
transport, especially for rural air ambulance services.
This increase enabled the prolifera on of for-profit and
independent air ambulance providers. As a result of the
increase, for-profit operators were able to expand their
presence in the air ambulance industry; prior to 2002, forprofit providers were nonexistent, while the market today is
dominated by for-profit providers.9
(Continued on page 22)
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Furthermore, while the health care industry generally
seems to be moving toward a model encouraging consumer
involvement and smart shopping, that is not always a possibility in emergency situa ons. A determina on is o en le
up to emergency responders or health care providers who
have no knowledge of the pa ent’s insurance network and
for whom the threat of malprac ce suits are a significant
considera on.

?

Although the ADA became law nearly 40 years ago, a confluence of several factors has led to where we are today. As
men oned earlier, the air ambulance market has expanded
significantly in the past 15 years, with the number of air
ambulances doubling in that me, due in part to Medicare
reimbursement increases. Another contribu ng factor to
the growing market is the closure of rural hospitals and clinics, which increases the need for air ambulances to
transport pa ents in emergency situa ons.

To provide a stable revenue base, some air ambulance companies oﬀer memberships charging a monthly or annual fee
to help cover costs above and beyond what insurance plans
will pay. However, these memberships are only an eﬀec ve
consumer protec on tool if the company issuing the membership is the one responding to the emergency situa on,
something on which a consumer has no say. These memberships o en target rural consumers without close access to
major emergency medical services. The Montana Legislature
passed a bill in 2017 to regulate these memberships as insurance.15

Because the market is now dominated by for-profit providers, reliable and independent data about actual air ambulance transport costs are hard to come by. The Associa on
of Air Medical Services (AAMS) funded a study of its members, which found, on average, Medicare covers only 59% of
actual costs. The president of AAMS has said because Medicare and Medicaid reimbursements are so low, air ambulance companies need to collect more from pa ents with
private insurance to recoup these losses.10
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As with other segments of the health care market, the air
ambulance industry has seen a large number of mergers in
recent years, with half of the market controlled by three
companies. Air Methods, the largest air medical provider in
the country, controls nearly 25% of the market as of 2016.
The New Mexico OSI study found the providers with the
largest market share also “had amongst the highest billed
charges.” Air Methods reported a net revenue of more than
$12,000 per pa ent transport in 201611 and regularly uses
aggressive legal tac cs like debt collec on agencies and
lawsuits to collect unpaid bills from consumers.12
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The 2017 New Mexico OSI study found, from 2006 to 2015,
the average claim paid by health and workers’ compensaon for air ambulance charges increased 50%. Data from
the Na onal Council on Compensa on Insurance (NCCI)
also shows an increase of nearly 40% for some air ambulance services from 2011 to 2015.16 Many states do not
include air ambulance services in their workers’ compensaon fee schedule due, in part, to concerns about preempon by the ADA.
(Continued on page 23)

There is some evidence to indicate the huge increase in
supply of air ambulances has led to instances of medically
unnecessary use. A 2015 study from researchers aﬃliated
with the University of Arizona found in a six-year period at
one trauma center, nearly one-third of pa ents transported
by air ambulance were “minimally injured” and would have
had similar health outcomes with tradi onal ground ambulance transport.13
The Na onal Transporta on Safety Board (NTSB) found
evidence in 2009 of highly compe ve prac ces such as
building rela onships with emergency dispatchers in the
hopes of gaining extra referrals. The NTSB requested further study on these issues and, in 2014, published recommenda ons for “the selec on of appropriate transporta on
modes for urgent care.”14
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Furthermore, air ambulance companies are challenging
state workers’ compensa on administrators’ authority for
resolving fee disputes or preven ng the prac ce of balance
-billing injured workers. The New Mexico OSI reports an
increase in li ga on between workers’ compensa on insurers and air ambulance providers. Addi onally, in December 2016, a judge in Texas district court ruled the federal McCarran-Ferguson Act of 1945 preempts the ADA in
the narrow case of workers’ compensa on payments;17
however, an appeal is likely.

Associa on of State EMS Oﬃcials has a standing commi ee
on air medical services, which, in September 2016, issued
model rules for the regula on of air medical services intended to “assist states with regulatory language intended to
avoid conflict with the ADA.”22 These models only address
issues rela ng to the medical care provided on air ambulances, such as licensure of medical personnel and medical
equipment requirements and best prac ces, and avoid
touching ma ers of avia on safety and economic regula on
so as not to impinge on federal law.

S

There is some recent movement at the federal level, as well,
where this issue has received bipar san a en on. At the
request of the U.S. House of Representa ves’ Transportaon and Infrastructure Commi ee leadership U.S. Rep. Bill
Shuster (R-PA) and U.S. Rep. Peter DeFazio (D-OR), the U.S.
Government Accountability Oﬃce is studying pricing and
compe on in the air medical transport industry. U.S. Sen.
Jon Tester (D-MT) introduced S. 47123 in February 2017,
which carves out an exemp on in the ADA for state regulaon of air ambulances. This bill does not insert the states in
federal oversight of any other type of avia on. The bill was
referred to the U.S. Senate Commi ee on Commerce, Science and Transporta on where it awaits further ac on.

For ground ambulance services, the federal Pa ent Protecon and Aﬀordable Care Act protects consumers from higher cost-sharing requirements for out-of-network providers
and the states can protect consumers from balance-billing.
However, in the case of air ambulances, the federal costsharing protec ons are only applied when the service is
aﬃliated with the hospital and, thus, considered an extension of the emergency room service. Various states have
a empted to pass laws to protect consumers from out-ofnetwork air ambulance bills, but these laws are preempted
by the ADA and air ambulance opera ons have successfully
challenged the majority of these eﬀorts.
A er receiving an up ck in consumer complaints, several
states have held hearings or launched inves ga ons into air
ambulance company prac ces, including Maryland, New
Mexico and North Dakota. A law in North Dakota requiring
911 operators to contact in-network air ambulance providers
before out-of-network providers was struck down in 2016 on
the grounds the ADA preempts such legisla on. A second bill,
signed into law in April 2017, mandates hospitals no fy paents in non-emergency situa ons which air ambulance providers are in-network, as well as addresses balance-billing.18
The Montana Legislature also took ac on, commissioning a
study of air ambulance membership services in 2016.19 In
2017, the legislature considered bills intended to impose
taxes on air ambulance charges above allowable Medicare
costs for providers that do not contract with any insurance
networks, to protect pa ents’ credit reports from certain
unpaid bills, and to regulate air ambulance “memberships” as
insurance products. The Utah Legislature passed a resolu on
in March 2017 urging Congress to amend the ADA to allow
the states to regulate air ambulance companies. 20
The Na onal Conference of Insurance Legislators (NCOIL)
formed a task force in March 2017 to examine ways to legislate this issue successfully at the state level.21 The Na onal
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In addi on, the U.S. Government Accountability Oﬃce
(GAO) studied pricing and compe on in the air medical
transport industry in a report issued in July, 2017.24 This
report found trends iden fied in the GAO’s 2010 report
have intensified: a greater concentra on of independent
providers, balance-billing of privately insured pa ents to
recoup losses by Medicaid and Medicare pa ents, a lack of
reliable data on provider costs and informa on, and rates
charged by air ambulance providers con nue to swell.
(Continued on page 24)
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Finally, U.S. Rep. Rob Woodall (R-GA) oﬀered an amendment to a Federal Avia on Administra on (FAA) reauthoriza on bill to create an advisory commi ee for the development of air ambulance industry regula on. While this
does not give any regulatory authority to the states, it
does propose to include state insurance regulators on the
commi ee. The amendment passed unanimously, but at
the me of this wri ng, the bill remains in the House
Transporta on and Infrastructure Commi ee. The NAIC
issued its support for this amendment in a le er to Congress in July, 2017.25
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ambulance transport. However, federal ac on is ul mately
needed to provide a workaround to the ADA to allow the
states the authority to regulate the air ambulance industry.
The NAIC supports S. 471 and is closely following its status
in Congress.
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While state laws protec ng consumers in such cases are
preempted by the ADA, members of both the Senate and
the House are dra ing bipar san legisla on to amend the
ADA and allow the states to regulate air ambulances in a
limited way to protect consumers from excessive out-ofnetwork charges. The NAIC membership is closely monitoring this issue. The Workers’ Compensa on (C) Task Force is
in dialogue with the NCCI to monitor the impact of air ambulance costs and their impact on workers’ compensa on
insurance. A number of NAIC groups are interested more
broadly in the prac ce of balance-billing, which features
prominently in many consumer complaints regarding air
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