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GME on the Chopping Block? 

• Proposed Cuts in President’s FY 2013 Budget 

― Indirect Medical Education (IME) Funding for 
Acute Care Hospitals 

― Would reduce IME adjustment by 10% ($500M) 
beginning in 2014 

― Children’s Hospital Graduate Medical Education 

― CHGME funding reduced by more than 65% 
($177M) from 2012 funding levels; would eliminate 
IME funding for children’s hospitals 
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GME on the Chopping Block? 

• National Commission on Fiscal Responsibility and 
Reform—“Simpson-Bowles” Plan (Dec. 2010) 

― Proposal recommended reducing IME 
adjustment by 60% and limiting hospitals’ 
DGME to 120% of national average salary paid 
to residents in 2010 

― Did not receive the required 14 out of 18 votes 
for endorsement by the Commission 
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Election 2012 

• No deficit reduction bill expected prior to 
November election 

― Lame duck session may grapple with deficit 
issues… 

• Health care reform remains in the national spotlight 

― Congress is focused on cost-cutting 

― Proposed GME changes will not disappear 
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Background on Dental GME 

• For residency programs in nonhospital settings, 
only those programs funded by a hospital since 
their inception are eligible for a hospital to receive 
Direct Graduate Medical Education (DGME) and 
Indirect Medical Education (IME) funding (“since 
inception” rule or community support principle) 

• Dental residents are not subject to the residency 
cap that limits the number of allopathic and 
osteopathic residents for which hospitals may 
receive DGME and IME funding (the “FTE cap”) 
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GME Payments 

• Direct Graduate Medical Education (DGME) 

― Per-resident payment 

― Paid as a separate pass-through payment, 
independent of MS-DRG payment 

― $3B in FY 2010—roughly 1/3 of total GME 

• Indirect Medical Education (IME)  

― Not paid on a per-resident basis 

― Percentage add-on payment to basic Medicare 
MS-DRG payment 

― $6.5B in FY 2010—roughly 2/3 of total GME 
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DGME Payment Formula 

• DGME payments are intended to compensate hospitals for 
the “direct” costs of graduate medical education 
programs—e.g., residents’ stipends & benefits, teaching 
physician salaries, administrative costs, and allocated 
overhead 

DGME = 
Hospital’s “per-

resident amount” 
(PRA)* 

× 
FTE 

resident 
count** 

× 
Hospital’s 
Medicare 

patient load 

* PRA is hospital-specific; once established, it is updated annually for inflation, but 
cannot be reset 

** “Weighted” number of full-time equivalent residents, subject to 3-year rolling average 
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IME Payment Formula 

• IME payments are intended to compensate hospitals for 
the “indirect” costs of graduate medical education—higher 
patient care costs due to more complex patient population 
and increased costs of specialized services 

IME = Multiplier* × [(1 + 
Resident-to-
Bed Ratio*** )0.405**

– 1] × 
DRG 
Pmts 

* Multiplier is 1.35 for FY 2013 (42 C.F.R. § 412.105(d)) 
** Effect of teaching activity on inpatient operating costs (42 C.F.R. § 412.105(c)) 
*** Lesser of current or previous year’s “resident-to-bed” ratio (the “IME lag”) 
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Rules for Counting FTE Resident Time 

• Rules governing how resident time may be 
counted include requirements regarding: 

― Costs hospitals must bear to count resident 
time in nonhospital sites 

― Activities in which resident participates—
e.g., patient care, didactic, research, 
approved leave 

― Documentation 
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Counting Resident Time  
in Nonhospital Sites 

• Costs Hospital Must Incur 

― Pre-Affordable Care Act: Hospital must incur 
90% of sum of resident stipends & benefits AND 
supervisory teaching costs (“substantially all”) 

― Post-Affordable Care Act (§ 5504): Effective 
7/1/10, hospital must incur only costs of 
residents’ stipends & benefits during the time the 
residents spend at nonhospital sites 
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Counting Resident Time  
in Nonhospital Sites (cont’d) 

• Impact of hospitals not being required to pay 
faculty costs: 

― Most hospitals will refuse to pay faculty costs 

― But, more hospitals able to afford financing new 
dental programs in nonhospital sites 
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Counting Resident Time  
in Nonhospital Sites (cont’d) 

• New recordkeeping requirements for hospitals: 

― Compare time residents spend in nonhospital 
sites to base year (cost reporting periods 
beginning 7/1/09 - 6/30/10) 

― Program-specific information required for 
primary care programs, but only in aggregate for 
nonprimary care programs 

― No dental program is considered “primary care” by 
CMS for GME purposes 
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Counting Resident Time  
in Nonhospital Sites (cont’d) 

• Written Agreement Requirement 

― No written agreement is required between the hospital 
and nonhospital training site as long as the hospital 
incurs the costs of residents’ stipends & benefits within 
three months following the rotation month 

― But if a written agreement is required, it must be signed 
by all parties before the training occurs—agreements 
with “as of” effective dates do not suffice; University 
Medical Center v. Sebelius, No. 11-260 (D.D.C. Apr. 
17, 2012)  

― The amounts specified in a valid written agreement may 
be modified during the agreement period, before the end 
of the academic year, to reflect that the required costs 
have been incurred by the hospital 
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Counting Resident Time  
in Nonhospital Sites (cont’d) 

• Written Agreement Requirement (cont’d) 

― If multiple hospitals share stipend & benefit costs of 
training at a nonhospital site, then the hospitals must 
have a written agreement with one another 

― Each hospital counts its proportional share of time 

― Written agreement must specify: 

― Total # of FTE residents in each program at each 
nonhospital site 

― Total $ amount each hospital is paying for FTE residents at 
each nonhospital site 
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Counting Resident Time  
for Didactic Activities 

• Pre-Affordable Care Act: In 1999, AADS 
obtained written confirmation from CMS that 
didactic time spent in nonhospital settings counted 
as “patient care related activity” eligible for both 
IME and DGME 

• CMS’s Abrupt Change: In a 2006 proposed rule, 
CMS announced that it has been its “longstanding 
policy” that didactic time does not count in a 
nonhospital setting for either IME or DGME 
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Counting Resident Time  
for Didactic Activities (cont’d) 

• In the 2006 final rule, in response to protests from 
ADEA & others, CMS reiterated its “longstanding 
policy,” but created the “one workday rule” 

― “. . . [A]s long as an entire workday is not 
scheduled for didactic activities, then for 
documentation purposes, that day may be 
recorded as spent in patient care activities.” 

71 Fed. Reg., 47870, 48091 (Aug. 18, 2006). 

• On its face, the “one workday rule” effectively 
permitted programs to count didactic time in 
nonhospital settings unless the didactic activity 
encompassed the entire workday… 
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Counting Resident Time  
for Didactic Activities (cont’d) 

• In practice, the “one workday rule” proved problematic 

― Goal had been to establish a minimum documentation 
“threshold” to ease the documentation burden on 
hospitals that were not carefully tracking nonhospital 
didactic time 

― But if rotation schedules existed that were detailed 
enough to show portions of days spent on didactic 
activities in nonhospital settings, Medicare contractors 
were permitted to deduct didactic time from the 
allowable FTE count for both IME and DGME purposes 

― The “one workday rule” created a perverse incentive for 
hospitals to deliberately keep less accurate records 
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Affordable Care Act  
Didactic Change 

• The Affordable Care Act (§ 5505) clarified that: 

― Didactic time occurring in a hospital setting 
counts for both IME and DGME; and 

― Didactic time occurring in a nonhospital setting 
counts for DGME, but not IME 

― But, the nonhospital setting must be 
“primarily engaged in furnishing patient care” 
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Affordable Care Act  
Didactic Change (cont’d) 

• “Nonprovider setting that is primarily engaged in 
furnishing patient care” 

― No attention really given to this provision during 
Congressional debate 

― Generally assumed that it would exclude didactic 
training that occurred in a hotel or convention 
center—similar to the “one workday rule,” 
where an entire day spent at a conference would 
not count 
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Affordable Care Act  
Didactic Change (cont’d) 

• CMS’s CY 2011 Hospital Outpatient Proposed 
Rule 

― Defined “nonprovider setting that is primarily 
engaged in furnishing patient care” to 
specifically exclude medical and dental schools, 
as well as hotels and convention centers 

― CMS stated that medical and dental schools are 
primarily engaged in education and not patient 
care 
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Affordable Care Act  
Didactic Change (cont’d) 

• ADEA responded with strong comments to CMS that dental clinics, 
and by extension dental schools, should be considered as 
nonprovider settings that are eligible for didactic time to be counted: 

― Didactic activities are central to successful, balanced residency 
program, and should be encouraged 

― Congress desires to expand training in nonhospital locations, but 
CMS continues to erect barriers to such training 

― Dental programs are uniquely penalized by CMS’s interpretation; 
medical residents usually receive didactic training at the hospital 
rather than the medical school 

― Dental school clinics are primarily engaged in furnishing patient 
care—including to underserved populations 

― Dental schools do not belong in the same category as hotels and 
convention centers 
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CMS Response in CY 2011 OPPS  
Final Rule on Didactic Issue 

• CMS was persuaded by ADEA’s argument that 
dental clinics are primarily engaged in furnishing 
patient care, but not dental schools 

― So, didactic time occurring in a dental clinic 
counts towards DGME only, but didactic time 
occurring in a dental school auditorium or other 
classroom never counts 

• CMS also eliminated the “one workday rule” for 
didactic time, effective 1/1/11 
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CMS Rule on Research Time 

• CMS states “research not associated with the 
treatment or diagnosis of a particular patient” 
occurring in a nonhospital site does not count 
towards either DGME or IME 

• Such research occurring in a hospital site may be 
counted for DGME only, not for IME 
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CMS Rule on Research Time (cont’d) 

• CMS takes very narrow view on when research is 
associated with treatment or diagnosis of a 
particular patient: 

― Research “usually comprises activities that are 
focused on developing new medical treatments, 
evaluating medical treatments for efficacy or 
safety, or elaborating upon knowledge that will 
contribute to the development and evaluation of 
new medical treatments in the future, rather than 
on establishing a diagnosis or furnishing 
therapeutic services for a particular patient.”  

75 Fed. Reg. 71800, 72144 (Nov. 24, 2010). 
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Resident Time Counted and Not  
Counted for Medicare DGME and 
IME Payments 

Time DGME IME 

Patient Care Yes Yes 

Vacation/Sick Yes Yes 

Didactic Yes* No 

Research No No 

Nonhospital Hospital 

Note: Text in italics indicates language in the Affordable Care Act. 

 

* But to count didactic time in nonhospital settings, didactic training must occur in 

dental clinic and not in dental school 
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Time DGME IME 

Patient Care Yes Yes 

Vacation/Sick Yes Yes 

Didactic Yes Yes  

Research Yes No  
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Teaching Health Centers 

• Affordable Care Act (§ 5508) established two new 
HRSA-administered grant programs under the 
Public Health Service Act to help “teaching health 
centers” (THCs) establish and/or expand primary 
care residency training programs 

― THCs are community-based, ambulatory patient care 
centers that operate a primary care residency program  

― Pediatric dentistry, GPR, and AEGD are included as primary 
care through HRSA  

― Potential grantees listed as including Federally Qualified 
Health Centers, community mental health centers, rural health 
centers, Indian Health Service health centers, and Title X 
family planning programs (non-exclusive list) 
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Teaching Health Centers (cont’d) 

• Title VII—THC Development Grants  

― Was to have provided grants of up to 3 years and 
$500,000 to cover costs of establishing or expanding a 
primary care residency training program (e.g., 
curriculum development, faculty recruiting and training, 
obtaining accreditation, and technical assistance) 

― $125M over 3 years (FYs 2010 - 2012) was authorized 
in the statute, but was never appropriated by Congress 

• Title III—Payments to THCs; THCGME Program 

― Provides additional DGME and IME payments to 
qualified THCs for expansion of existing or 
establishment of new primary care programs 

― Funded at $230M over 5 years (beginning in FY 2011) 



28 

Teaching Health Centers 
THCGME Program (cont’d) 

• Legislation provides the only framework of this program; 
HRSA has not issued regulations 

• THC must be sponsor of residency program or part of 
consortium that sponsors residency program 

• HRSA money goes directly to THC 

• HRSA designated 11 THCGME awardees for FY 2011 
and 22 awardees for FY 2012 

― Just under $14.8M has been awarded thus far 

― Applications for FY 2013 were due 9/28/12 
― List available at http://ersrs.hrsa.gov/ReportServer?/HGDW_Reports/Find 

Grants/GRANT_FIND&ACTIVITY=T91&rs:Format=HTML3.2 

http://ersrs.hrsa.gov/ReportServer?/HGDW_Reports/FindGrants/GRANT_FIND&ACTIVITY=T91&rs:Format=HTML3.2
http://ersrs.hrsa.gov/ReportServer?/HGDW_Reports/FindGrants/GRANT_FIND&ACTIVITY=T91&rs:Format=HTML3.2
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Teaching Health Centers 
THCGME Program (cont’d) 

• Payments only cover # of residents above base level of 
primary care positions 

• Payments are for: 

― Direct expenses, calculated as geographically adjusted, national 
average primary care per resident amount for DGME 

― Indirect expenses, defined as including expenses “associated with 
the additional costs relating to teaching residents” in approved 
GME programs, calculated by taking into account the indirect 
costs “relative to supporting a primary care residency program” 
in qualified THCs (supposedly not the same as IME) 

• Grant awards ranged from $37,500 to $150,000/resident; 
average award was roughly $87,000/resident 
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Potential Opportunities 

• Persuade CMS to reinstate the one workday rule or 
seek legislation that requires CMS to reinstate same 

• Persuade CMS or Congress that didactic training 
occurring in dental school should be treated same 
as didactic training occurring in dental clinic  

• CMS is interested in eliminating the 3-year rolling 
average and 1-year IME lag, but legislative fix is 
needed 
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Potential Opportunities (cont’d) 

• Encourage continued funding of THCs and 
persuade HRSA (and/or Congress) that dental 
clinics are qualified “teaching health centers” and 
eligible for funding of additional primary care 
residents through the THC program—funded 
through FY 2015 

• Encourage Congress to preserve funding for 
CHGME program 
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What’s on the Horizon? 

June 2010 MedPAC Report recommendations: 
― Greater accountability and transparency for DGME/IME 

payments 

― Incentivize programs to focus on teamwork, quality, and cost 
containment 

― Performance-based incentive program with payments contingent 
on reaching desired educational outcomes and standards for, e.g., 
practice-based learning and improvement, interpersonal and 
communication skills, professionalism, and systems-based 
practice 
― Finance incentive payments with $3.5B reduction in IME payments 

(>50%), which would be redistributed to high-performing institutions as 
additional DGME payments 

― Increase nonhospital, community-based rotations 

― Increase diversity of residents 

― Analyze/compare costs and optimal GME payment levels for 
programs in various specialties 

― Study workforce needs by resident specialty 
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Legislation in Congress 

• Resident Shortage Reduction 

― Would create 3,000 new resident slots per year in each of FYs 
2013 - 2017, half of which are reserved for “shortage specialties” 

• GME Accountability: IME Performance Adjustment 

― Starting in FY 2018, 2 to 3% of IME payments would be made 
contingent upon performance on measures of “patient care 
priorities” that demonstrate the extent of training provided in: 
(1) delivery of E&M services 
(2) a variety of settings and systems,  
(3) coordination of patient care across settings 
(4) relevant cost and value of various diagnostic and treatment options 
(5) inter-professional and multidisciplinary care teams 
(6) methods for identifying system errors and implementing system solutions 
(7) use of health information technology  

• GME Transparency 

― CMS would have to report annually on Medicare GME payments  

• S. 1627; S. 3201; H.R. 6352 (introduced 9/2011 - 8/2012) 
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GME Accountability:  
Performance-Based Accreditation 

• ACGME’s Clinical Learning Environment Review 
(CLER) Program—Next Accreditation System (NAS) 
― Announced in March 2012, to be phased in between July 2013 

and July 2014 

― Requires semi-annual reporting on “educational milestones”— 
30 to 36 specialty-specific dimensions representing educational 
achievements of residents (e.g., professionalism, interpersonal 
and communication skills, practice-based learning and 
improvement, and systems-based practice) 

― Emphasis on responsibility of sponsoring institutions for quality 
and safety of the environment for learning and patient care 

― http://www.nejm.org/doi/full/10.1056/NEJMsr1200117 

 

• No noise yet from CODA… 

http://www.nejm.org/doi/full/10.1056/NEJMsr1200117
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Questions 
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