Anited States Denate

WASHINGTON, DC 20510

November 14, 2006

The Honorable William Frist, M.D. The Honorable Harry Reid
Majority Leader Democratic Leader

United States Senate United States Senate
Washington, D.C. 20510 Washington, D.C. 20510

Dear Majority Leader Frist and Democratic Leader Reid:

We are writing to express our continued concern regarding actions by the Centers for
Medicare and Medicaid Services {CMS) that are compromising the training of resident
physicians, particularly those in primary care specialties. Specifically, we are concerned that
CMS continues to limit the ability of graduate medical education programs and teaching
hospitals to train resident physicians in non-hospital settings as directed by Congress in the
Balanced Budget Act of 1997.

Ambulatory training is an important aspect of every medical resident’s training and is
designed to expose the resident to a variety of practice settings such as physician offices, nursing
homes, and community health centers. These programs often rely upon volunteer physician
faculty to provide educational opportunities in practice settings which are similar to those in
which these physicians-in-training will ultimately practice. Such training is particularly
important for residents contemplating primary care specialties or service in rural or medically-
underserved areas.

Unfortunately, recent rulemaking, agency interpretations, and guidance issued by CMS
are creating a chilling effect on these training programs. Since 2002, CMS fiscal intermediaries
have been denying — oftentimes retroactively through audits — payments for the time residents
spent in non-hospital settings. At issue is CMS’s determination of what responsibilities the
teaching hospital has with respect to the financing of such educational opportunities. We believe
that CMS’s actions are in direct conflict with Congressional intent expressed in provisions of the
1997 and 1999 balanced budget acts, which were designed to encourage rural and out-of-hospital
experiences.

CMS’s actions also put at risk the agreements that teaching hospitals, residency
programs, physicians, clinics and community health centers have carefully negotiated to ensure
that residents are exposed to ambulatory training. In direct response to CMS’s actions, Congress
called for a one-year moratorium on these kinds of payment denials in Section 713 of the
Medicare Modernization Act (MMA). Section 713 of the MMA also required the Office of the
Inspector General (OIG) of the Department of Health and Human Services to conduct a study on
residency training in non-hospital settings and to issue a report identifying alternative payment
methodologies for the costs of training residents in these settings. The OIG report, which was



released in December 2004, found that teaching hospitals work with an extraordinary number of
non-hospital facilities to provide resident physicians with valuable ambulatory educational
experiences.

Despite the findings of the OIG report, CMS continues to audit graduate medical
education programs, forcing many to repay millions of dollars as a result. These ongoing audits
are placing extreme financial constraints on teaching hospitals and will result in some choosing
to discontinue their residency programs if corrective action is not taken soon.

We respectfully request that the United States Senate take legislative action to resolve this
issue before the adjournment of the 109" Congress. Current Medicare law requires teaching
hospitals to pay “all or substantially all” of the costs of the non-hospital training. A reasonable
solution would be the immediate enactment of provisions clarifying that “all or substantially all
of the costs” means the stipends and benefits provided to the residents and other amounts, if any,
as determined by the hospital and the entity operating the non-hospital setting, and further
clarifying that the hospital not be required to pay the entity any amounts other than those
determined by the hospital and the entity in order for the hospital to be considered to have
incurred all, or substantially all, of the costs for the training program in that setting. Similar
language is included in S. 2071, the Community and Rural Medical Residency Preservation Act,
and we request that you work to include it in the appropriate legislation this fall.

In 2005, over 60 Senators wrote to CMS Administrator Mark McClellan requesting that
CMS act immediately, through its inherent regulatory authority, to rectify this issue. While we
appreciate CMS’s efforts to try to lend clarity to a difficult and poorly understood policy, we are
concerned that the direction they are taking does little to resolve the underlying issues and
remains, in our opinion, in direct conflict with Congressional intent. We are also concerned that
CMS regulations continue to impose undue regulatory burdens on teaching hospitals that impede
rather than encourage training in non-hospital settings.

Over the past year, numerous studies have been published that warn of a looming
physician shortage. Even more alarming are studies that demonstrate a significant shortage of
primary care physicians, particularly in rural and medically-underserved areas. We believe that
graduate medical education policies should work to correct not exacerbate these shortages.
Moreover, as the health care system comes to rely more on ambulatory delivery settings and the
management of patients by primary care physicians, we believe that our policies should
encourage more training in primary care specialties and ambulatory practice settings.
Unfortunately, current policies are working in opposition to those goals.

Thank you for your consideration of our request. We look forward to working with you
to resolve these issues in order to ensure that patients across the country have access to well-
trained and highly-capable physicians.









