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EXECUTIVE SUMMARY
The Ambulance Contracts: Compliance and Contract Administration audit was included on
the Council-approved fiscal year 2009/10 audit plan to determine whether the contractor
complies with terms of the contracts, and to identify improvement opportunities in contract
administration. For statutory compliance, we added an audit objective to verify the
contractor’s use of the e-verify program as required by state and federal law.
In October 2005, Scottsdale entered into three contracts with Professional Medical
Transport, Inc. (PMT), for a term of five years. Through these three contracts, PMT provides
the City’s ambulance services, pays the City when a City firefighter/Paramedic provides
advanced life support (ALS) services for a transported patient, and reimburses the City for
up to four ambulances staffed by City firefighter EMTs and Paramedics. At the department’s
recommendation, the City Council recently agreed to a two-year extension of the contracts.
PMT met its responsibility to hold a state-granted Certificate of Necessity (CON), maintain
specified levels of insurance, provide a Letter of Credit to guarantee performance, and made
several clinical enhancements to Scottsdale’s emergency medical services (EMS) program.
Based on a limited review, it appears PMT is utilizing the federal e-verify program during its
employment process.
Although PMT is generally in compliance with most contract terms, response-time
performance does not always meet contract requirements. During three of its first four
years, PMT achieved response-time performance 86% of the time for Priority 1 calls, and
71% of the time for Priority 2 calls. However, response-time performance was not met in
eight months of the fourth year when a pilot program of a new dispatch protocol was
implemented, redefining the priority of dispatched calls.
Certain aspects of contract administration and the contract terms can be improved. Contract
Administrators have not been accurately calculating or requiring accountability for responsetime performance. Excluding calls that were upgraded or downgraded was the most
significant factor in miscalculated response-time performance. Additionally they were not
ensuring all stipulated clinical enhancements and required reports were provided. The City
did not bill the entire amount due from PMT for ambulance labor fees, leaving $95,000
uncollected. Further, while existing contract terms and conditions are generally favorable,
$70,000 in annual fees may be lost due to the way the contract was extended. As well, an
adjustable ALS labor fee could have provided an additional $46,600 in calendar year 2009.
Finally, significant changes to the Scope of Work can be made without City Council approval.
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BACKGROUND
Prior to the City establishing municipal fire operations, it contracted with Rural/Metro
Corporation for integrated fire and emergency medical services. Rural/Metro announced in
2003 that it would not seek renewal of the fire protection agreement with Scottsdale when
the agreement expired on June 30, 2005. As a result, the City established its municipal fire
department effective July 1, 2005, and assumed the responsibility to provide the associated
emergency medical transport services. To allow time to conduct a Request for Proposal
(RFP) process to procure ambulance services, the City entered into an interim ambulance
service agreement with Southwest Ambulance in June 2005.
At the conclusion of the RFP process, in October 2005, Scottsdale entered into three
contracts with Professional Medical Transport, Inc. (PMT), for a term of five years. These
ambulance contracts’ stated intent is for the City and PMT to work together to provide
quality emergency medical services (EMS) to Scottsdale citizens.
As summarized in Figure 1 on page 3, these contracts include:
1. Ambulance Services Contract No. 2005-162-COS – PMT’s primary contract to
provide emergency ambulance ground transportation services for the City, including
labor, materials, equipment, supplies, and facilities. The City does not pay PMT for
these services; instead PMT bills the transported patients or their insurance
companies for the services provided.
2. Advanced Life Support (ALS) Labor Services Contract No. 2005-163-COS 1 - PMT
pays the City $60 per ambulance transport when a City firefighter/Paramedic
accompanies a transported patient to provide ALS services.
3. Ambulance Staffing Labor Agreement Contract No. 2005-164-COS 2 - PMT currently
reimburses the City $40,150 per month for each ambulance staffed by City firefighter
Paramedics and EMTs. The City may choose to staff up to four ambulances.
The primary Ambulance Services contract provides for up to three extensions of two years
each. Unless specifically modified by the parties, the ALS Labor Services contract and
Ambulance Staffing contract automatically extend with the Ambulance Services contract.
The primary contract further provides that the decision of whether to extend PMT’s services
must be made at the end of the fourth year. This allows a transition period for the Request
for Proposal process and selection of a new contractor. In February 2010, at the Fire
Department’s recommendation, the City Council approved extending the current contract for
an additional two years.

ALS includes medical treatments, procedures, and techniques that are administered or performed by trained
personnel as regulated by ARS § 36-2205.
2 The City of Scottsdale staffs PMT ambulances with firefighters who have emergency paramedic training and
are certified to render Advanced Life Support (ALS) services or who have emergency medical technician
training and are certified to render Basic Life Support (BLS).
1
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Figure 1. Ambulance Contracts
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four ambulances.

PMT transports and
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clinical enhancements.
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for each firefighter ALS
transport.
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for each City-staffed
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SOURCE: Auditor analysis of City of Scottsdale ambulance contracts with PMT.

The Assistant Fire Chief of Emergency Services and Battalion Chief of Emergency Medical
Services serve as contract administrators for these contracts, overseeing execution of the
contract terms and related contract billings. In addition, the Contract Administrators
coordinate any reports or special requests to or from PMT.
Key Contract Requirements
The contract requires PMT to hold a valid state of Arizona Certificate of Necessity (CON)
authorizing it to provide emergency ambulance services within the City of Scottsdale. PMT is
also responsible for ensuring that its operational procedures, standards and plans comply
with the CON and all applicable state and federal laws. PMT additionally must provide
specified levels of insurance and indemnity provisions throughout the term of the contract.
The ambulance contracts are performance-based, with provisions establishing minimum
standards. A key performance standard is the required response times, as shown in Table 1.
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Table 1. Response Time Requirements
Priority

Maximum Allowable
Response-Time (in minutes)

1 (Code 3)

8:59

2 (Code 2)

11:59

SOURCE: Ambulance Contract No. 2005-162-COS, Exhibit A, Section 5 A.

Priority 1 calls are defined by contract as life threatening emergencies, while Priority 2 calls
are defined as non-life threatening emergencies. For PMT to achieve compliance each
month, 90% or more of responses in each Priority must meet the specified response times.
The contract specifies that liquidated damages, as shown in Table 2, will be imposed when
this performance specification is not met.

Table 2. Non-Performance Liquidated Damages
Compliance Percentage

Liquidated Damages

89%

$7,000

88%

$9,000

87%

$10,000

86%

$11,000

85%

$12,000

SOURCE: Ambulance Contract No. 2005-162-COS, Exhibit A, Section 7.

To provide the City some protection against its potential failure to perform, PMT must
deposit with the City an irrevocable Performance Letter of Credit of $1,000,000, issued by a
federally insured banking institution. PMT must also provide the City with its audited
financial statements within 90 days of each fiscal year end.
In addition, the Ambulance Services contract requires PMT to provide a $50,000 annual
reserve fund for clinical enhancements. With the $200,000 reserved to date, the Fire
Department is purchasing an electronic patient care reporting (ePCR) system, to replace
paper-based records, at a cost of approximately $176,000 over four years. This cost
Page 4
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includes portable ruggedized computers for installation in Fire trucks and apparatus,
software, wireless connectivity, and IT support. The department indicated that in addition to
capturing patient information electronically, the ePCR will allow data analysis for improving
services.
As part of the Ambulance Staffing contract, PMT committed to provide additional clinical
enhancements, including among others:
Equipment and Supplies – 175 Automated External Defibrillators placed throughout
the community, 2 disaster response vehicles when needed, and specific ambulance
equipment.
Training – Integrated training between PMT and the Fire Department including
funding and training on optional skills and new methods. Examples include hands
free CPR, major medical simulations, and the equipment and training to support a
new intravenous technique.
Community Education – 300 hours for EMS Week and public awareness activities,
plus public service announcements, in-house training for staff members of special
care facilities, and support of a childhood immunization program.
Reserves – Additional reserve funds equal to a percentage of gross revenue
generated by PMT’s City special events and stand-by coverage or $25,000 per year,
whichever is greater. This reserve is to fund improvements or upgrades in EMS
training.
As described previously, the Ambulance Staffing contract allows the Fire Department to staff
up to four ambulances with two cross-trained City firefighters: a firefighter/EMT to provide
basic life support and a firefighter/Paramedic to provide advanced life support. At the start
of the contract in February 2006, the Fire Department chose to staff two ambulances with
12 City firefighters. This level was maintained until July 2009 when the department reduced
firefighter staffing to one ambulance. Currently, the department is considering whether to
continue staffing the remaining ambulance or to use these firefighters to staff a new fire
station planned to open in March 2011.
Service Delivery & Emergency Dispatch Protocol
Scottsdale boundaries encompass approximately 184 square miles, stretching 31 miles
from north to south. To address coverage throughout the City, PMT currently deploys nine
24-hour ambulances, one additional peak-time ambulance, and one back-up ambulance.
The ambulances must be strategically located within the City in order for PMT to achieve the
required response times.
The City of Phoenix Regional Dispatch Center provides dispatch services for both the
Scottsdale Fire Department and PMT ambulance service and bills Scottsdale for both.
Previously, Scottsdale paid Phoenix and then collected from PMT its portion of the dispatch
fees. Effective July 1, 2009, Phoenix continued to bill Scottsdale for the full amount due,
but began allowing PMT to pay Phoenix directly for its share of the dispatch services.
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Ambulance service calls are dispatched as Priority 1 (life-threatening emergencies) or
Priority 2 (non-life threatening emergencies). The City’s ambulance call volume was fairly
stable in 2007 and 2008 at about 14,800 calls per year, but decreased slightly in 2009 to
approximately 14,000 calls. The following chart depicts the call volumes since the
ambulance contract’s inception:

Figure 2: Scottsdale Fire Department
Emergency Ambulance Dispatches
16,000
14,000

Call Volume

12,000

Priority 2, Non-Life Threatening

10,000

Priority 1, Life Threatening

8,000
6,000
4,000
2,000
2006

2007

2008

2009*

2010**

Calendar Year
* Implemented new dispatch protocol in February 2009
** 2 Months ended February 28, 2010
SOURCE: City of Phoenix Regional Dispatch data from February 2006 – February 2010

Based on a dispatch protocol supported by the National Association of Emergency Medical
Physicians and the Scottsdale Fire Medical Director, the Fire Department began a pilot
program revising its emergency medical dispatch protocol. This new protocol, implemented
in February 2009, reduced the number of medical incidents classified as Priority 1, requiring
lights and siren response, reclassifying them to Priority 2, non-lights and siren response.
The increased proportion of Priority 2 calls during 2009 is evident in Figure 2 above. The
goal of this program was to reduce the risk of emergency response vehicle accidents
associated with responding to incidents with lights and sirens. According to Fire Department
management, the pilot program has been successful with no adverse impact to patient care
and the revised dispatch protocol is still in use.
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OBJECTIVES, SCOPE, AND METHODOLOGY
The City Auditor’s Office performed this audit of the City’s ambulance contracts to determine
if the contractor complies with terms of the contracts and to identify improvement
opportunities in contract administration. Objectives also included ensuring that the
ambulance services provider complies with e-verify program requirements. The scope of this
audit work included the City’s contracts with Professional Medical Transport, Inc. (PMT) for
Ambulance Services, Advanced Life Support Labor Services, and Ambulance Staffing from
commencement of the contracts in February 2006 through February 2010.
To gain an understanding of ground ambulance services in Arizona, we reviewed regulatory
information from Arizona Department of Health Services (ADHS) website, Title 9: Health
Services and Title 36: Public Health and Safety of the Arizona Administrative Code, and
Arizona Revised Statutes § 36-2232 through § 36-2246. Additionally, we requested from
ADHS information regarding complaints received related to PMT’s operations and
performance. We also reviewed an audit performed by another municipality of its
ambulance contract, which included a comparison of valley cities’ ambulance contracts.
To understand contract administration practices and evaluate management controls, we
conducted interviews with Scottsdale Fire Department, City Attorney’s Office, and Division of
Finance & Accounting personnel with associated responsibilities. To accomplish the audit
objectives to test key contract terms, we analyzed incident call data from the Phoenix
Regional Dispatch Center since inception of the contract through February 2010. We
reviewed written exceptions submitted by PMT to determine those allowable by contract
specifications and recalculated the response-time performance accordingly. We reviewed
contractual cost reimbursements and supporting documentation, verified PMT’s compliance
with required reporting, insurance provisions, financial assurance, and regulatory
requirements. As well, we confirmed existence of contract specified emergency medical
services (EMS) system enhancements. To determine compliance with state statutory
requirements, we interviewed PMT personnel and inspected records to confirm that
employment practices include complying with federal and state e-verify requirements.
Based on these audit procedures, PMT has met its responsibility to hold a Certificate of
Necessity (CON), maintain appropriate levels of insurance, and provide a Letter of Credit to
ensure performance. Also, PMT achieved required emergency response-time performance
for a majority of the contract period, and made many required clinical enhancements to
Scottsdale’s EMS program. Additionally, based on our review, PMT was using the e-verify
system during the employment process.
However, the audit identified some contractual terms that were not met, including
accurately calculating response-time performance, tracking and monitoring compensation
due the City, and ensuring PMT was reporting timely and fulfilling the EMS clinical
enhancements. In particular, administrative oversight of the contracts should be improved
to mitigate potential risks associated with the City providing emergency medical transport
services.
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We conducted this audit in accordance with generally accepted government auditing
standards as required by Article III, Scottsdale Revised Code, §2-117 et seq. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives. Audit work took place from
February through March 2010, with Joyce Gilbride and Joanna Munar conducting the work.
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FINDINGS AND ANALYSIS
1. Key terms of the Ambulance Services contract are not being consistently monitored
and enforced.
As described in the Background section of this report, the Ambulance Services contract
contains certain key provisions, such as ambulance response times, payments for services,
clinical enhancements and reporting requirements.
A. Incorrect application of contract terms allowed emergency response-time performance to
be misstated.
In calculating response-time performance, a Contract Administrator did not correctly
apply contract terms. Not using the required methodology significantly affected the
calculated performance percentages. As well, excusing unacceptable response times
may allow chronic issues that need to be addressed to go uncorrected.
As shown in Table 3, from the contract’s inception in February 2006 through February
2010, PMT has not met the required response-time performance measure in more than
30% of the months for Priority 1 calls and more than 20% for Priority 2 calls. 3 These
results are based on auditor analysis of requested exceptions compared to contract
terms.
Table 3: Summary of Response-Time Compliance
Priority 1

Priority 2

(Code 3, Life-Threatening Emergency)

(Code 2, Non Life-Threatening Emergency)

Year

Number of Months
InOut-ofCompliance Compliance
Total

Year

Number of Months
InOut-ofCompliance Compliance
Total

2006

11

10

1

2006

11

7

4

2007

12

10

2

2007

12

11

1

2008

12

10

2

2008

12

7

5

2009

12

4

8

2009

12

11

1

2010

2

0

2

2010

2

2

0

TOTAL

49

34

15

TOTAL

49

38

11

100%

69%

31%

100%

78%

22%

SOURCE: Auditor Analysis of City of Phoenix Regional Dispatch Center call data.

3

Priority 1 calls are commonly called Code 3, while Priority 2 calls are commonly referred to as Code 2.
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For life-threatening emergencies, those classified as Priority 1, the contract specifies that
the maximum allowable response time is 8 minutes and 59 seconds. For non-life
threatening emergencies, those classified as Priority 2, the ambulance must arrive within
11 minutes and 59 seconds. The City’s performance-based ambulance services
contract requires that PMT meet those response times for 90% or more of its City calls.
The contract further specifies that allowable exceptions to the required response times
are strictly limited to unusual factors beyond the contractor’s
reasonable control, and it describes what constitutes such factors.
Unusual factors for
During three of its first four years, PMT achieved response-time
performance in 30 of 35 months, or 86%, for Priority 1 calls. In
addition, PMT met Priority 2 call response-time performance in 25
of 35 months, or 71%. After a change in dispatch protocol in the
fourth year, Priority 1 response-time performance deteriorated,
while Priority 2 improved.

allowable responsetime exceptions are
limited to severe
weather conditions,
declared disasters, or
periods of unusually
high demand for
emergency services.

Based on the Contract Administrator’s calculations, PMT was in
compliance for all but one of 49 months. However, the department
allowed exceptions not specified by the Ambulance Services contract and excluded calls
from out-of-compliance totals. For example:
Required alternate documentation was not consistently submitted to substantiate
actual arrival time when the ambulance unit failed to notify the dispatch center
when they arrived “on scene”.
Reasons that the contract specifically disallows, such as the dispatch center
making address corrections while the ambulance is en-route, were accepted.
All calls that the dispatch center upgraded or downgraded in priority while the
ambulance was en-route were automatically excluded from the out-of-compliance
calls count. This appears to have a significant effect on response time
percentages. Instead of excluding upgraded or downgraded calls, the contract
provides specific methodology to be used in calculating the allowable response
time.
Further, only response-time performance for Priority 1 calls was measured initially. Fire
Department management stated Priority 2 call performance was not intended to be
measured because all medical calls were categorized as Priority 1. Further, they stated
this was communicated to prospective ambulance contractors at the proposal
presentations in 2005. However, the Ambulance Services contract does not exclude
Priority 2 calls from response time requirements, and we found that some medical calls
were dispatched as Priority 2. The department began monitoring response-time
performance of Priority 2 calls to contract specifications in February 2009. At that time,
for operational reasons, the Fire Department adopted a new dispatch protocol on a pilot
basis. The new protocol reduced the number of medical emergencies requiring a Priority
1 response, and reclassified them to a Priority 2. Since the new dispatch protocol and
separate tracking began, Priority 2 call response time was out of compliance in only 1
month, February 2009 as shown in Table 4.
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Table 4: Response-Time Performance
Before and After New Dispatch Protocol

Month
Year
Jul 08
Aug 08
Sep 08
Oct 08
Nov 08
Dec 08
Jan 09
Feb 09
Mar 09
Apr 09
May 09
Jun 09

Priority 1

Priority 2

(Code 3, Life Threatening Emergencies)
Number of Calls

(Code 2, Non-Life Threatening Emergencies)
Number of Calls

Total
1,073
1,167
1,118
1,159
1,153
1,184
1,156
1,006
1,050
852
857
758

Exceeds
8:59
115
130
97
128
113
120
165
127
146
108
87
90

Allowable ResponseExceptions
Time %
14
91%
8
90%
0
91%
4
89%
4
91%
0
90%
15
87%
10
88%
7
87%
3
88%
0
90%
3
89%

Total
25
33
37
39
33
30
24
165
254
333
359
364

Exceeds
11:59
1
2
4
2
0
0
2
28
19
27
30
29

Allowable ResponseExceptions
Time %
0
96%
0
94%
0
89%
0
95%
0
100%
0
100%
0
92%
0
83%
0
93%
0
92%
0
92%
0
92%

SOURCE: Auditor analysis of Phoenix Regional Dispatch Center calls and PMT requested exceptions allowed by
contract.

More significantly, once more calls were redefined as Priority 2 with longer response
times, fewer calls were categorized as Priority 1. As a result, larger percentages of
Priority 1 calls were not responded to within 8 minutes and 59 seconds and responsetime performance was not met in eight months subsequent to the change.
Contract Administrators indicated the pilot dispatch program was successful because
contract required response-time performance for Priority 2 calls was met. Due to
insufficient monitoring of the data, they did not realize Priority 1 response times were no
longer meeting contract requirements. Based on contract terms, Contract Administrators
should be consistently monitoring both Priority 1 and Priority 2 response-time
performance.
Because of the potential consequences of poor response times, the Ambulance Services
contract states liquidated damages ranging from $7,000 to $12,000 will be assessed
when PMT’s response time compliance falls below 90% in any given month for either
Priority 1 or Priority 2 calls. The Fire Department has only recognized PMT’s performance
as being noncompliant in one month, January 2009, but did not assess liquidated
damages at that time. With the response time percentage of 87%, liquidated damages
Ambulance Contracts
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of $10,000 could have been assessed for that month. Further, as shown in Table 3 on
page 9, liquidated damages could have been assessed in 15 months for Priority 1 calls
and in 11 months for Priority 2 calls.
B. The City did not bill $95,000 due from PMT for fiscal year 2007/08 Ambulance Staffing
fees.
The Ambulance Staffing contract (2005-164-COS) requires PMT to pay the City’s staffing
costs for each 24-hour emergency ambulance staffed by City firefighter Paramedics and
EMTs. After fiscal year 2006/07, the original $34,842 amount is adjusted annually
based on changes in the City’s compensation plan, benefits, and other related employee
expenses.
Although this labor rate increased in fiscal year 2007/08, the City continued to bill PMT
at the lower fiscal year 2006/07 rate. When this error was discovered, the City notified
PMT and subsequently issued a letter of agreement stating the past-due amount along
with a payment schedule. However, the past-due amount stated in the letter was
approximately $95,000 less than the actual difference between the two rates.
Documentation shows that in October 2008, reductions were made to several
components of the ambulance staffing cost from that originally calculated by staff. The
most significant reduced the base firefighter salary to an amount lower than the
minimum salary in the Council-approved fiscal year 2007/08 compensation plan, also
the salary-related expense amount was reduced almost $5,000. As a result, it appears
that the City did not receive adequate compensation from PMT for ambulances staffed
by City firefighters in fiscal year 2007/08.
C. Some Emergency Medical Services (EMS) program enhancements have not yet been
provided.
After four years of the initial 5-year contract, PMT has provided 17 of 23 clinical
enhancements that it committed to provide to the City’s EMS program. Items not yet
provided include ambulance equipment, public service announcements, in-service
training, and support for childhood immunization programs. In addition, proof of reserve
funds and related annual reports, required by this section of the contract, were not
verified annually by the Contract Administrators.
The Fire Department indicated that some ambulance equipment requirements have not
been met, either because the specified items are no longer used, have been replaced
with alternate equipment, or are not approved for use by the Fire Department’s Medical
Director.
Further, PMT has not provided for the production and television broadcast of 2 injury and
illness-prevention public service announcements. However, the department indicated
that PMT has supported public awareness by purchasing advertising space on school
buses to promote health and safety programs. Public service announcements and inhouse training provide valuable information and service to the public and were intended
as meaningful enhancements to the City’s EMS Program.
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The department’s current Contract Administrators were not familiar with all
enhancement requirements and, as a result, have not held PMT accountable to the
contract terms. At the start of the contract, department staff established a Benchmark
Matrix as a tool to monitor PMT’s progress with contact terms, but over time and as
personnel changed, its use was discontinued. In addition, the matrix did not contain all
contract specifications and did not document periodic review by department
management.
D. Some reporting requirements have not been met.
Both the Ambulance Services and ALS Services contracts require PMT to provide various
reports, including monthly response-time performance and statistics on late responses,
quarterly and annual financial data, notice of litigation or complaints received by Arizona
Department of Health Services (ADHS), and an annual plan for quality improvements to
EMS. The required reports would provide information needed by the City to evaluate
whether PMT is performing at levels required by contract terms, and is a going concern.
1. Performance Reports
PMT has not provided reports analyzing its response-time performance and only
provides explanations for noncompliant response times when requesting a needed
exception. The contract stipulates the City shall assess liquidated damages of $500
for each day PMT fails to provide the reports. However, because the Fire Department
has direct access to the Phoenix Regional Dispatch Center’s data, Contract
Administrators have not enforced this contract requirement.
Not requiring PMT to comply with this requirement shifted the burden of calculating
response-times to the City. In addition, when a public records request was recently
made for PMT’s performance reports, City resources were used to create the reports.
2. Financial Statements
The contract requires PMT to provide to the City a quarterly income statement along
with a Certified Public Accountant’s certification of the information’s accuracy. Also,
within 90 days of the end of its fiscal year, PMT is required to provide a copy of its
audited financial statements or submit financial statements together with notarized
guarantees of accuracy signed by the Chief Financial Officer and the Chief Executive
Officer. Such financial statements can allow the City to assess PMT’s financial
condition.
3. Notification of Litigation
The contract requires PMT to notify the Contract Administrator within 24 hours of any
litigation or significant potential for litigation, including any formal complaints filed
with the ADHS. According to the Contract Administrator, PMT did not notify the
department of any litigation or complaints. However, we found the following:
In July 2009, a case involving PMT was tried in Arizona before the National
Labor Relations Board, an independent federal agency. The case, which
involved an October 2008 charge alleging unfair labor practices, was settled
in November 2009.
Ambulance Contracts
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Based on our February 2010 public records request for any formal complaints
filed against PMT, ADHS provided a listing of 15 cases between February
2006 and 2010. Seven of those cases are still open. According to an ADHS
representative, an open status indicates the agency has received an
allegation that is yet unproven and may or may not result in action. The four
open 2009 complaints included a missing drugs notification, service area
complaints, and billing complaints, while the three open 2010 complaints
were service area complaints. ADHS indicated further detail regarding the
open cases could not be released, as the investigations are ongoing.
When PMT failed to submit contract-required reports and information, the Contract
Administrators did not require PMT to comply.
Recommendations:
The Fire Department Contract Administrators should:
A. Ensure response times are measured as stated in the Ambulance Services contract.
Specifically, noncompliant response times should not be excluded unless PMT provides
documentation that meets contract requirements, and reclassified calls should be
calculated using the contract methodology. Further, the Fire Department and PMT
should work to identify and address chronic causes of noncompliant response times.
Also, the Fire Department should assess liquidated damages when noncompliance
occurs.
B. Ensure documented calculations, justifications and approvals are prepared for any
contract billing adjustments.
C. Verify existence of reserve funds annually at a minimum. The Fire Department should
revise the Benchmark Matrix, or a similar tool, to include all contract specifications, and
then use it to ensure all required enhancements are received. Amend the contract terms
to remove clinical enhancements no longer deemed appropriate for the EMS Program.
D. Ensure contract-required reports are submitted.
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2. Ambulance services contract terms and conditions are generally favorable, but can
be improved.
The Ambulance contracts provide many controls and measures to protect the City’s interests
and encourage effective response to emergency situations in the City of Scottsdale. These
include required performance standards, a Letter of Credit to protect against failure to
perform, and clinical enhancements and reimbursements. But there are areas where the
terms can be improved.
A. The City may lose potential reimbursement of $70,000 for Contract Administration costs.
The primary Ambulance Services contract includes a requirement for PMT to pay the City
its reasonable and direct costs to administer the ambulance contracts. During the initial
5-year contract term, this amount was not to exceed $70,000 per year. However, the
Ambulance Staffing contract provides that PMT does not pay the contract administration
reimbursement as long as the Ambulance Staffing contract is in effect.
The City is currently considering its need and ability to continue staffing some PMT
ambulances with firefighters. Until June 2009, the department chose to staff 2
ambulances using 12 firefighters; now the department staffs one PMT ambulance using
6 firefighters. However, these employees may be reassigned to staff a new fire station
that is expected to open in March 2011. Other options are still being evaluated for
staffing the new fire station, and a final decision has not yet been made.
In February 2010, the department asked City Council to renew the ambulance contracts,
with approval of the primary contract to serve as renewing all three contracts. If the
City’s 6 firefighters are reassigned to the new fire station, the Ambulance Staffing
contract would no longer be needed and, in fact, maintaining that contract might
preclude the City from being reimbursed for approximately $70,000 of contract
administration costs.
B. Adjusting PMT’s fee for City firefighters’ Advanced Life Support (ALS) services could have
resulted in an additional $46,600 for the City.
The ALS Services contract requires PMT to reimburse the City when a City
firefighter/Paramedic accompanies a transported patient to provide ALS. The $60 fee
was established when PMT submitted its initial rates and charges along with its CON
application to the ADHS.
Periodically, ADHS approves allowable rate adjustments that can be applied to a
provider’s rates. Also, through a hearing process, PMT can request increases above that
allowable adjustment. While the City’s ALS Services contract does not specifically
provide for increases to the ALS transport fee that PMT pays, PMT’s remittances suggest
this is a standard practice. Specifically, on its ALS transport fee remittances, PMT
includes the following statement:4

ALS is Advanced Life Support; BLS is Basic Life Support. CON is Certificate of Necessity, which represents
ADHS approval to operate emergency services in a given area.
4
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“Contractor agrees to pay City a fee equal to the difference between the current
ADHS approved ALS Base Rate and the current ADHS approved BLS Rate for
each ambulance transport for which a City firefighter paramedic provides ALS
service.”

According to the ADHS website, effective October 20, 2008, PMT’s ALS Base Rate is
$710.57 and the BLS Rate is $632.96, resulting in a difference of $77.61. However,
PMT pays the City $60 for every ALS transport provided by a City firefighter Paramedic.
Based on the number of firefighter-Paramedic ALS transports, at the higher rate, the City
would have received more than $46,600 in additional revenue for calendar year 2009.
C. Changes are allowed to the ambulance contract Scope of Work without following
standard change approval processes.
As is the case with most major City contracts, the City Council is required to approve any
amendments to the ambulance contracts. However, unlike most City contracts, the
ambulance contracts’ Scope of Work is contained in Exhibits, and contract terms
authorize the City Manager to approve any amendments to the Exhibits. As a result,
significant changes can be made to the nature or cost of the City’s ambulance services
without City Council knowledge or approval.
Typically, City regulations require that any amendments or modifications to terms of a
contract be in writing and approved by all parties signing the original contract. Also,
Administrative Regulation 216, states a contract modification is required to alter the
original terms and conditions or Scope of Work of a contract. To date, three
amendments processed for the primary Ambulance Services contract include:
1. 2005-162-COS A1, amending Exhibit A, Section 10: Contractor Provided
Equipment, Section 33: Transport Requirement Limitations, and Section 38:
OSHA and Other Regulatory Requirements.
2. 2005-162-COS A2, amending Exhibit A, Section 9: Equipment Furnished/
Infrastructure Available
3. 2005-162-COS A3, amending Article 3: Assurance of Performance and Defaults.
While Amendments A1 and A2 were not presented to City Council, they were routine in
that they did not add cost, reduce revenue, or significantly change the contract’s Scope
of Work. Amendment A3, which modified the Letter of Credit requirement to a surety
bond requirement, was approved by the Council on February 16, 2010, along with the
contract extension.
In addition, a change order made to the Ambulance Services Scope of Work in February
2009 implementing the pilot dispatch program was not in the department’s files. This
change order, subsequently located during the audit, provided that the City waived its
ability to assess liquidated damages against PMT for failure to meet Priority 1 and 2
response-time performance during the 6-month trial period. Almost 14 months later, Fire
Department management has indicated that the pilot program is still in effect and,
therefore, the City cannot assess liquidated damages for non-compliant response times.
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Staff in the City Attorney’s Office stated the ambulance contract was written to allow
changes to the Scope of Work without City Council approval to avoid taking minor issues
to the Council. Also according to City Attorney staff, very few contracts are written this
way, but the City Council was aware of this language when the contract was approved.
Recommendations:
A. In the future, each contract should be presented independently for renewal and only if
needed. If the firefighters are reassigned to a fire station, the Ambulance Staffing
contract should be discontinued to allow the Ambulance Services contract provision for
reimbursement of contract administration costs to take effect.
B. In the future, if City firefighters continue to provide Paramedic services, the ALS Labor
Service contract should be amended to specifically include ADHS cost of living
adjustments to the ALS transport fee.
C. The department should use the City’s change order or contract modification process for any
changes made to the contracts’ Scope of Work. Further, whether or not required by contract
terms, City Council approval should be sought when making significant changes to the
ambulance contracts’ Scope of Work.

Ambulance Contracts
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MANAGEMENT RESPONSE
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Scottsdale, AZ 85251

M EMORANDUM
To:

Sharron E. Walker, City Auditor

From:

William L. McDonald, Fire Chief

Date:

5/5/2010

Re:

Ambulance Contracts: Compliance and Contract Administration Audit No. 1009

Please accept my appreciation for the work performed by Auditors Joanna Munar and Joyce Gilbride,
who conducted Ambulance Contract Audit No. 1009. They have been readily available to answer
questions and provide clarification for the Fire Department staff.
The City’s ambulance contracts are complex, requiring the administration of multiple terms and
conditions. This complexity was evident when the creation of the contracts necessitated the
involvement of our legal department and a consultant. After the contract was awarded and the
services began, some initial conditions were determined to be duplicative, or considered
unnecessary. As an example, aspects of the contract were based on the ambulance company
providing their own dispatch services; but the terms of the contract were not modified when the
decision was made to use a third-party, dispatch provider (City of Phoenix). Another key change was
the implementation of a pilot, priority-dispatch system, to evaluate the ability and impact of moving
away from dispatching each emergency-response unit with lights and sirens, for every call. This
change, as well as others, was intended to improve the system. However, based on the auditor’s
interpretation, this may have unintentionally impacted the compliance of the ambulance provider.
As part of contract management, and in good faith, the Department made decisions regarding how
best to administer the contract and monitor services and performance. These changes were
implemented, based on meeting the desired levels of service to the community, and ensuring that
excellent service was being provided, in the safest manner. These changes, and the other findings
by the Auditors, are further addressed in the Management Response.
Ambulance Contracts
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We appreciate the opportunity to collaborate with the Auditor’s Office, and to improve the
Department’s administration of the ambulance contracts. We have already made some changes, or
modified our practices, in accordance with the findings of the audit, to ensure that our community
receives the level of services that were originally approved by the City Council. Implementation of
these actions, and amending the contracts to enhance our ambulance system, ensures that the
community is receiving excellent service from PMT Ambulance. Please find attached a written
response to the findings set forth by your team, and the actions that will be taken to address your
findings.
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ACTION PLAN
1. Key terms of the Ambulance Services Contract are not being consistently monitored
and enforced.
A. Incorrect application of contract
performance to be misstated.

terms

allowed

emergency-response-time

MANAGEMENT RESPONSE: The Department agrees with some of the findings contained
in the report, but not all of the interpretations of the contract language. Some terms did
not reflect the contextual environment of their intent. This is most evident in the
suggestion that staff should have been measuring Priority-2 and reclassified responses,
prior to the February 2009 inception of a Priority-2-response, pilot program. Prior to that
time, the department was not utilizing a priority-dispatch system; therefore, criteria had
not been developed for Priority-2 calls. The only incidents that were dispatched Code 2
(without lights and sirens), prior to the pilot, were non-emergency responses and errors
in dispatch by Phoenix Fire Regional Dispatch Center. On page three of the Scope of
Work, it states, “All emergency (911) ambulance dispatches are considered Priority 1.
During the initial term of the Contract, the City and the Contractor may implement a
system of Priority Dispatch that may categorize certain calls, based on telephone triage,
into the following categories….“ The intent of this language was that only Priority-1
responses would be measured until a priority dispatch system was implemented. The
Department also maintains that dispatch errors should be allowable exceptions, as long
as PMT is dispatched by a third party.
PROPOSED RESOLUTION: Based on the pilot priority-dispatch-system protocols, review
and recommend changes to the contract and method of calculating response-time
performance that meets both the contract-language methodology and service-level
needs to the community. The Department also agrees with the Auditor’s
recommendation, as outlined in the Audit Report No. 1009, Recommendation “A” on
page 14.

RESPONSIBLE PARTY: Steve Randall, Assistant Chief
COMPLETED BY: MAY 30, 2010
B. The City did not bill $95,000, due from PMT, for fiscal year 2007/08 AmbulanceStaffing fees.
MANAGEMENT RESPONSE: In calculating the amount due from PMT, the management of
Financial Services made adjustments to the formula the Fire Department had developed
for determining the annual Ambulance-Staffing fees, which resulted in a reduction of
$95,000 from the amount that had been submitted by our staff. The Department
followed the recommended adjustments, much like we follow the recommendations of
the City Attorney’s Office on legal matters, and the Purchasing Department on
procurement matters.

PROPOSED RESOLUTION: The Department will follow the Auditor’s recommendation and
utilize the original formula and methodology in determining future Ambulance-Staffing
fees.

RESPONSIBLE PARTY: Steve Randall, Assistant Chief
COMPLETED BY: JUNE 30, 2010
C. Some Emergency Medical Services (EMS) program enhancements have not yet been
provided.
MANAGEMENT RESPONSE: Enhancements to EMS-service delivery should be made
within the overall EMS-service-delivery plan, as authorized by the SFD Medical Director.
Some enhancements cannot be executed, as a result of liability or changes in medicaltreatment protocols. The remaining, proposed enhancements will be evaluated to ensure
they are within the overall, EMS-service-delivery plan, as authorized by medical direction
and protocols. These items will be included in an updated, benchmark-matrix tool to
monitor contract terms. Additionally, some of the proposed enhancements cannot be
delivered without the cooperation and approval of local, medical facilities (i.e.
Alzheimer’s-education program).
PROPOSED RESOLUTION: The Department will ensure all staff is familiar with the
contract requirements, develop an action plan to monitor contract requirements, and
maintain the goal of providing enhancements, within the context of what is allowable by
law, medical practice, or department interest. The contract will be amended to reflect
those terms that are outside of the control of PMT to maintain compliance. The Medical
Director will be consulted in determining which programs are viable, prior to being
referenced in any contractual documents.

RESPONSIBLE PARTY: Brian Sturdivant, Deputy Chief
COMPLETED BY: OCTOBER 31, 2010
D. Some reporting requirements have not been met.
MANAGEMENT RESPONSE: There are three requirements that need to be addressed.
The first is performance reports. This requirement was included without knowledge that
PMT would eventually be dispatched from the Phoenix Regional Dispatch Center. Upon
approval and confirmation that this was to occur, the Fire Department tracked the
response data available. We agree with the Auditor’s comments, that this shifted the
burden to the City for compliance, and will now require PMT to submit these
performance reports.
The second reporting requirement concerned financial statements. The Fire Department
agrees with the Auditor’s comments. We will require the financial statements, as outlined
in the contract. The final requirement was notification of litigation. The Fire Department
is now aware that PMT did not comply with this requirement, and will take steps to
ensure this type of information is submitted.
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PROPOSED RESOLUTION: The Fire Department will request reports, as prescribed by the
contract, and will craft a mutually-agreed-upon, reporting matrix that will assure
accurate, data collection. This is aligned with the Auditor’s recommendation, “ensure
contract-required reports are submitted.”

RESPONSIBLE PARTY: Brian Sturdivant, Deputy Chief
COMPLETED BY: MAY 30, 2010
2. Ambulance-services-contract terms and conditions are generally favorable, but can
be improved.
A. The City may lose potential reimbursement of $70,000 for Contract-Administration
costs.
MANAGEMENT RESPONSE: The Fire Department is currently evaluating the staffing of
Fire Station 8, and whether to staff the one remaining, fire-department-staffed
ambulance. Until that time, the contract will require the City to be reimbursed for the
costs of the six firefighters, and is not eligible for contract-administration costs.
PROPOSED RESOLUTION: The Fire Department will seek to terminate the Ambulance
Staffing Agreement once we are no longer providing staff to PMT, and will, at that time,
enforce the contract-administration fee allowed by the Ambulance Agreement. In
addition, the Department agrees to the Auditor’s recommendation to present each
contract independently for renewal, if needed.

RESPONSIBLE PARTY: Steve Randall, Assistant Chief
COMPLETED BY: JUNE 30, 2011
B. Adjusting PMT’s fee for City firefighters’ Advanced-Life-Support (ALS) services could
have resulted in an additional $46,600 for the City.
MANAGEMENT RESPONSE: The Fire Department agrees with the Auditor that it could
have pursued annual adjustments to the ALS Base Rate, through a negotiated, contract
amendment.
PROPOSED RESOLUTION: The Fire Department will seek a contract amendment to
charge the vendor a fee, equal to the difference between the current ADHS-approved,
ALS Base Rate, and the current ADHS-approved, BLS Rate, for each ambulance transport
for which a City firefighter-paramedic provides the ALS service. The proposed resolution
is in line with the Auditor’s recommendation.

RESPONSIBLE PARTY: Steve Randall, Assistant Chief
COMPLETED BY: OCTOBER 31, 2010

C. Changes are allowed to the ambulance contract Scope of Work, without following
standard, change-approval processes.
MANAGEMENT RESPONSE: The Fire Department understands that the ambulance
contract was written to allow for changes to the Scope of Work, without City Council
approval. In addition, the Department understands this process is not routine.
PROPOSED RESOLUTION: The Fire Department agrees with the Auditor’s
recommendation, as it relates to using the City’s change-order or contract-modification
processes, for any changes made to the contract’s Scope of Work. The Department will
notify the City Council of any amendments that are made.

RESPONSIBLE PARTY: Steve Randall, Assistant Chief
COMPLETED BY: OCTOBER 31, 2010
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