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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, 
as amended, is to protect the integrity of the Department of Health and Human Services 
(HHS) programs, as well as the health and welfare of beneficiaries served by those 
programs.  This statutory mission is carried out through a nationwide network of audits, 
investigations, and inspections conducted by the following operating components: 

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by 
conducting audits with its own audit resources or by overseeing audit work done by others.  
Audits examine the performance of HHS programs and/or its grantees and contractors in 
carrying out their respective responsibilities and are intended to provide independent 
assessments of HHS programs and operations in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the department. 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and 
of unjust enrichment by providers.  The investigative efforts of OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties.  
state Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations.  The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance.   



Notices 
 
 

THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

In accordance with the principles of the Freedom of Information Act (5 U.S.C. 552, 
as amended by Public Law 104-231), Office of Inspector General reports are made 
available to members of the public to the extent the information is not subject to 
exemptions in the act. (See 45 CFR Part 5.) 

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed, as well as other 
conclusions and recommendations in this report, represent the findings and opinions 
of the HHS/OIG/OAS. Authorized officials of the HHS divisions will make final 
determination on these matters. 



EXECUTIVE SUMMARY 

BACKGROUND 

Since its inception in 1965, the Medicare program has shared in the costs of educational 
activities incurred by participating providers.  Medicare makes payments for direct 
graduate medical education (GME) and indirect graduate medical education (IME) costs.  
Both GME and IME payments are calculated annually for hospitals based on the number 
of full-time equivalent (FTE) residents and the proportion of Medicare days of care.  
Thus, the amount of Medicare funds received by each hospital is determined, in part, by 
the number of residents at each hospital and the proportion of time residents spend in 
training. 

The Hartford Hospital (Hospital) is a teaching hospital affiliated with the University of 
Connecticut School of Medicine. More than 500 resident physicians participate in the 35 
graduate medical education programs conducted at the Hospital.  The Hospital claimed 
approximately $25.6 million for total GME and IME costs in Fiscal Year (FY) 1999.  

OBJECTIVE 

The objective of our audit was to determine the accuracy of resident FTE counts used by 
the Hospital for claiming GME and IME costs in its FY 1999 Medicare cost report.  

SUMMARY OF FINDINGS 

In its FY 1999 Medicare cost report, the Hospital submitted for reimbursement about 
$7.8 million in GME and $17.8 million in IME costs.  To determine whether the Hospital 
had accurately computed resident FTEs, an integral part of the GME/IME computations, 
we reviewed Hospital documentation supporting the FTE counts.  Our analysis showed 
that the Hospital had included 28.69 FTEs into its GME computations and 30.26 FTEs 
into its IME computations which were not eligible for Medicare reimbursement.  
Accordingly, we found that $1,530,441 in GME/IME costs did not meet Medicare criteria 
for reimbursement.  The overstated costs included: 

 	 $328,972 for residents who were participating in non-reimbursable 
residency training programs, 

 	 $270,032 for residents exceeding their initial residency periods without 
appropriate GME weighting reductions, 

 	 $394,644 resulting from various rotation posting errors, 

 	 $266,878 through the lack of sufficient supporting rotation documentation, 

 	 $125,488 for residents who spent time in non-reimbursable research 
activities, 



 
 $68,652 for residents who rotated to nonprovider settings where an 

appropriate written agreement did not exist between the Hospital and the 
non-hospital provider, and 

 
 $75,775 for residents who served rotations in non-reimbursable Hospital 

areas.  
 
The computations of overpayments listed above involve the use of three year rolling 
averages of FTE counts for both IME and GME.  The prior two year counts were 
obtained from the Medicare fiscal intermediary’s (FI) 1997 and 1998 GME/IME audits at 
the Hospital.  Our overpayment calculation of  $1,530,441 includes $556,289 attributable 
to the FI’s FTE adjustments in the prior two years.  Such audits were incomplete during 
our audit and are used as estimates at this time.    
 
RECOMMENDATIONS 
 
We recommend that the Hospital: 
 

 strengthen its procedures to ensure that resident FTE counts are computed in 
accordance with Medicare regulations, and 

 
 work with Empire Medicare Services, the Medicare FI, in applying the calculated 

reductions of $681,540 in GME costs and $848,901 in IME costs to the Hospital’s 
FY 1999 Medicare cost report. 

  
The Hospital, in its August 29, 2002 response to our draft report (see APPENDIX) agreed 
with $860,875 of our audit findings and plans to develop and improve procedures 
regarding the (1) audit and monitoring of resident rotations, (2) credentialing of residents, 
(3) assurance of written agreements between off-site providers and the Hospital, and (4) 
approval process for research activities.  However, the Hospital disagreed with us on 
specific audit findings regarding non-reimbursable residency programs, resident rotation 
documentation, non-reimbursable non-provider settings, and non-reimbursable research 
time.  The Hospital also provided additional documentation to support its contentions.  
Where appropriate, we have adjusted our findings. 
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INTRODUCTION 

 
BACKGROUND 
 
Hartford Hospital 
 
The Hartford Hospital (Hospital) is a 600 bed acute care hospital located in Hartford, 
Connecticut.  In 1999, more than 500 resident physicians performed residency rotations 
at the Hospital.  These physicians were enrolled in residency programs sponsored by the 
Hospital or in affiliation with programs sponsored by the University of Connecticut 
School of Medicine (UCONN).   The Hospital participates with four area hospitals in the 
UCONN sponsored residency programs in an organization called the Capital Area 
Healthcare Consortium (CAHC). 
 
Graduate Medical Education and Indirect Medical Education Cost Reimbursement 
 
Medical education costs are reimbursed separately for two distinct activities; Graduate 
Medical Education (GME) and Indirect Medical Education (IME).  The Medicare 
reimbursement calculations for medical education costs claimed are different for GME 
and IME. 
 
The formula for GME reimbursement includes the direct costs for salaries and fringe 
benefits for medical residents in an approved medical resident training program; expenses 
paid to teaching physicians for direct teaching activities; and overhead expenses related 
to the program.  A provider is reimbursed using a fixed per resident amount which varies 
among providers.  Medicare also makes a distinction between residents in primary care 
and non-primary care specialties.  The per resident amount for primary and non-primary 
care specialties is updated annually for inflation, with the exceptions of  FY 1994 and 
1995 for non-primary care specialties.  The Hospital claimed reimbursement of 
$7,762,874 for GME in FY 1999. 
 
The IME reimbursement covers increased patient care costs such as the costs associated 
with the additional tests that may be ordered by residents which would not be ordered by 
a more experienced physician.  The IME is an add-on to a hospital’s Diagnosis Related 
Group payment.   In other words, the greater the number of Medicare patients, the higher 
the IME payments.1  The IME formula is designed to reimburse the hospital for increased 
patient care costs and its calculation uses the resident to hospital bed ratio.  The Hospital 
received reimbursement of $17,819,142 for IME in FY 1999.  
 
Full Time Equivalent Considerations 
 
A primary factor in the calculation of both the GME and IME reimbursements is the total 
count of full time equivalent (FTE) residents.  During FY 1999, the Hospital reported 

1 This is also true for direct GME, which uses as part of its formula the Medicare utilization for the 
particular hospital. 

                                                 



 
total FTE counts of 206.44 residents for GME and 222.25 residents for IME.  During FY 
1999, 97 Hospital employed residents and 468 CAHC employed residents were included 
in whole or in part in the FTE counts.  The hospital in which a resident works can include 
his/her time towards the FTE count.  Some Hospital residents performed all of their 
duties at the Hospital, some Hospital residents rotated throughout the year to other area 
hospitals and some CAHC employed residents rotated exclusively to the Hospital 
throughout the year.  In total, no resident can be counted for more than 1.0 FTE. 
  
Federal regulations govern the FTE count for GME and IME.  Factors to be considered 
when counting GME FTEs include: 
 

• Residents must be in an approved program.2 
 
• All residents in their “initial residency period” (IRP) are eligible to be counted as 

1.0 FTE.  All residents who exceed their initial residency period are weighted 
only as 0.5 FTE.  The IRP is the minimum length of time it takes the resident to 
be eligible for board certification.3  

 
• All residents who graduated from a foreign medical school must pass a Foreign 

Medical Graduate Examination in order to be counted in the GME reimbursement 
count.4 

 
• Residents’ time in inpatient and outpatient settings is allowable.  If a resident 

works in an outpatient setting which is not part of the hospital, the hospital can 
claim the time as if the resident worked in a part of the hospital provided an 
appropriate written agreement exists between the hospital and the non-hospital 
provider.  The agreement should state that the costs of training the residents will 
be borne by the hospital.5 

 
• Research must be performed as part of the approved residency program.6 

 
Factors considered when counting IME FTEs are generally the same as the GME factors 
except: 
 

• Time spent doing research can count for IME only if it relates to the direct care of 
a hospital patient.7 

 
• Residents must work in either; 1) the prospective payment system portion of the 

hospital, 2) the outpatient department of the hospital8, or 3) a non-hospital setting, 

2 42 CFR 413.86(b)  
3 42 CFR 413.86(g) 
4 42 CFR 413.86(h)(1)(i) 
5 42 CFR 413.86(f)(4) 
6 42 CFR 413.86 (f) 
7 Provider Reimbursement Manual 2405.3 
8 42 CFR 412.105(f)(ii) 
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provided an appropriate written agreement exists between the hospital and the 
non-hospital provider.9 

 
  
OBJECTIVE, SCOPE, AND METHODOLOGY 
 
The objective of our audit was to determine the accuracy of resident FTE counts used by 
the Hospital for claiming GME and IME costs in its FY 1999 Medicare cost report.  Our 
audit was conducted in accordance with generally accepted government auditing 
standards.  To test compliance with applicable criteria and to determine the correct 
amount of medical education payments to which the Hospital is entitled, we: 

  
• Reviewed the results of past GME/IME audits with the Medicare FI, 

 
• Obtained copies of the Hospital’s FY 1999 Medicare cost report and supporting 

Intern and Resident Information System (IRIS) file, 
 

• Identified all residents who were claimed on the Hospital’s FY 1999 Medicare 
cost report for GME and IME and reconciled the FTE counts to Medicare cost 
report, Worksheet E-3, Part IV for GME and Worksheet E, Part A for IME,  

 
• Reviewed the residency programs from which residents rotate at the Hospital and 

determined if these programs were approved in accordance with Federal 
regulations, 

 
• Ascertained the length of the IRP per specialty and verified if FTEs were properly 

weighted, 
 

• Identified all foreign medical school graduates and determined if these residents 
should be included in the FTE count, 

 
• Obtained the rotation schedules for all claimed residents and verified whether 

individual FTE time was properly computed and that such time was claimed in 
accordance with Medicare regulations, 

  
• Discussed the results of our audit with the Hospital, and 

 
• Determined the net dollar effect of our audit adjustments to the GME and IME 

FTE counts by recalculating the Hospital’s FY 1999 Medicare cost report 
Worksheets E-3, Part IV for GME and Worksheet E, Part A for IME. 

 
Our review of the internal control structure was limited to obtaining an understanding of 
the internal controls over reporting FTEs.  This was accomplished through interviews and 
testing pertaining exclusively to GME and IME FTE counts. Our audit fieldwork was 

9 42 CFR 413.86(f)(3) and (f)(4) 
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NON-REIMBURSABLE RESIDENCY PROGRAMS 
 
We found that the Hospital needs to strengthen its procedures to exclude from its 
GME/IME FTE counts those residents who were in residency programs not approved for 
Medicare reimbursement.  Under 42 CFR §413.86(c), Medicare allows payments to 
hospitals “…for the costs of approved graduate medical education programs….”   An 
approved graduate medical education program is defined under 42 CFR §415.152 as a 
program accredited by the American Medical Association’s Accreditation Council for 
Graduate Medical Education (ACGME) or by approving bodies of the American 
Osteopathic Association, the American Dental Association, or the American Podiatric 
Medical Association.  Moreover, 42 CFR §413.86(b) further defines an approved 
program as a training program which may count toward certification of the participant in 
a recognized specialty or subspecialty listed in the Directory of Graduate Medical 
Education Programs published by the American Medical Association or in the Annual 
Report and Reference Handbook published by the American Board of Medical 
Specialties.  
 
We identified 37 residents, representing 5.178 FTEs GME and 7.342 FTEs IME, who 
were in programs not meeting the above criteria during FY 1999.  The various programs 
are summarized below: 
   
Surgical Pathology – (1.588 FTEs GME, 2.252 FTEs IME)  The Hospital stated that its  
fellowship program in surgical pathology could qualify as a credentialing year toward 
board certification in analytical and clinical pathology.   The Hospital supported the 
credentialing year requirement for two residents.  However, the remaining residents 
showed evidence of completing their credentialing year prior to this year making such 
time non-reimbursable.   
 
Vascular Surgery -  (0.5 FTEs GME, 1 FTE IME)  The Hospital sponsors a non-
reimbursable second year of vascular surgery after completion of the one-year ACGME 
accredited program sponsored by UCONN. 
 
Echocardiography – (1 FTE GME, 2 FTEs IME)  The Hospital did not have an 
accredited program in echocardiography nor was there any recognized subspecialty 
certification in this area as defined in Medicare regulations. 
 
Surgery Outcomes Research - (1.748 FTEs GME, 1.748 FTEs IME)  The Hospital 
sponsors this one year program amid the UCONN-sponsored surgery program.  It is not a 
requisite part of the surgery program and is not attended by all surgery residents.    
 
Internal Medicine and Pediatrics Pre-July 1 Start Dates -  (0.342 FTEs GME, 0.342 
FTEs IME) We identified first year internal medicine and pediatric residents whose time 
was being claimed by the Hospital prior to their contracted start date of residency 
training.  In these cases, resident time was being claimed for several days prior to the July 
1, 1999 start date stipulated on residents’ contracts.  According to program staff from 
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UCONN, the program’s sponsor, these residents were not under contract until July 1, 
1999.  Prior to their contracted start dates, these residents were not in Medicare 
reimbursable programs. 
 
As a result, we found that the Hospital had overstated its FY 1999 GME and IME claim 
for reimbursement by $122,996 and $205,976, respectively. 
  
COMPLETED INITIAL RESIDENCY PERIODS 
 
We found that the Hospital needs to improve its controls to provide the proper reduced 
FTE weighting to residents exceeding their IRP.  As defined in 42 CFR §413.86, an IRP 
is the “…the minimum number of years required for board eligibility….”  For purposes 
of GME reimbursement, residents in their IRP can be claimed at a full weighting factor of 
one.  All residents who have exceeded their IRP are weighted at a reduced 0.5 factor.  
Reimbursement for IME is not affected by weighting factors. 
  
Based on our review, we identified 61 residents, totaling 11.368 FTEs, who were beyond 
their IRP yet were erroneously claimed at full weight.  The majority of these errors were 
discovered upon our review of residents’ curriculum vitae or other personnel information, 
which identified a prior residency at another hospital.  For example, we identified a 
resident who was enrolled in the addiction psychiatry program and was claimed at full 
GME weight during our audit period.  However, upon examination of the resident’s 
personnel file, we identified a prior initial residency in psychiatry at an out-of-state 
hospital.  We also identified several residents who began their residency training in 
internal medicine, a three year IRP, but ultimately switched to another residency program 
of longer duration.  The Hospital claimed the IRP of the longer program in error. 
 
The Hospital’s overstated FY 1999 GME resident count of 11.368 FTEs resulted in 
$270,032 overstated on its cost report.   
 
ROTATION POSTINGS 
 
We found that the Hospital needs to improve its controls to ensure the accurate recording 
of resident rotations to its IRIS file.  Because residents also rotate to other area hospitals, 
proper safeguards must be in place to ensure no duplicate rotations are recorded and that 
no residents exceed 1.0 FTE per year.  To this end, the CAHC hospitals have developed a 
shared database to record and track resident rotations.  This system was first implemented 
for the FY 1999 reporting period.  We found that this new system is an effective control 
in reporting accurate resident rotations.  However, such a computer-based system is only 
as effective as the input made to the system.  Our detailed reconciliation of resident 
rotation schedules to its IRIS files disclosed the following posting errors: 

 
• Database entry errors – We identified 6.737 GME FTEs and 6.991 IME FTEs 

resulting from entry errors made in the compilation of the database shared by the 
CAHC.  The most common error involved assignment of rotations to the wrong 
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hospital.  Other database errors included duplicate entries and rotations claimed 
for residents subsequent to their termination date. 

 
• Discrepancies with Hospital monthly audit – Each month, the Hospital reconciles 

its preset rotation schedules to actual rotations served by requiring program 
directors to certify resident attendance.  In theory, this system is an effective 
control but we identified 0.673 GME FTEs and 0.802 IME FTEs from which 
program directors denoted changes from the original rotation schedule but no 
updating change was made to reduce the FTE count. 

 
These posting errors resulted in an overstatement of 7.41 GME FTEs totaling $176,015 
and 7.793 IME FTEs totaling $218,629. 
 
ROTATION DOCUMENTATION  
 
We found that the Hospital needs to strengthen its controls to ensure that residents’ time 
claimed for GME/IME reimbursement was properly documented and in compliance with 
Medicare regulations.  In accordance with 42 CFR §413.24, “…Providers receiving 
payment on the basis of reimbursable cost must provide adequate cost data.  This must be 
based on their financial and statistical records which must be capable of verification by 
qualified auditors….  The requirement of adequacy of data implies that the data be 
accurate and in sufficient detail to accomplish the purposes for which it is intended. 
Adequate data capable of being audited is consistent with good business concepts and 
effective and efficient management of any organization….”  
 
As evidence to support the FTEs claimed on its cost report, the Hospital provided us with 
rotation schedules which provided a basis for tracking resident activities throughout the 
year.  Generally, these rotation schedules showed, for any given month, the hospital and 
department to which the resident rotated for that period.  Nearly all programs had rotation 
schedules.  These documents were critical to us in determining whether the time claimed 
was in accordance with Medicare regulations.10   
 
We identified 19 residents enrolled in residency programs who had no rotation schedule 
to document their time in these programs.  Many of these residents were in subspecialty 
fellowship programs.   In lieu of rotation schedules, the Hospital provided program 
descriptions and resident summary sheets as documentary evidence.  The Hospital also 
stated during our audit that, for many of these residents, all residency time was spent 
solely at the Hospital.  For three residents, the Hospital initially could not locate rotation 
schedules but later presented us with a representation of a 1999-2000 rotation schedule 
signed by the program director in 2002.  We believe that all such alternative 
documentation provided by the Hospital is not sufficient to prove Medicare compliance 
and support reimbursement.   
 

10 In fact, contrary to the Hospital’s claim, rotation schedules identified residents in unallowable areas, in 
unallowable research time or at other providers.  These findings are explained in detail in other captions of 
this report. 
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Accordingly, we identified 3.543 FTEs in GME totaling $84,159 and 6.513 FTEs in IME 
totaling $182,719 which should not be reimbursed by Medicare.   
 
NON-REIMBURSABLE RESEARCH TIME  
  
We found that the Hospital needs to take proper measures to exclude research time not 
eligible for Medicare reimbursement from its IME FTE computations.  To be included in 
the IME count, the Medicare Provider Reimbursement Manual PRM1 2405.3(F)(2) states 
that IME reimbursement is not allowable if the resident “…is engaged exclusively in 
research.”  Further, the Federal Register, Volume 66, Number 87, page 22,695 states that 
“…Resident time spent ‘exclusively’ in research means that the research is not associated 
with the treatment or diagnosis of a particular patient of the hospital.  Therefore, although 
the research component may be part of an approved program, the time that residents 
devote specifically to performing research that is not related to delivering patient care, 
whether it occurs in the hospital complex or in non-hospital settings, may not be counted 
for IME payment purposes….”   
 
We identified 4.473  IME FTEs, totaling $125,488, related to monthly resident rotations 
spent in research.  While the Hospital was able to provide a description of some of the 
residents’ research projects, the residents’ activities were not directly related to the 
treatment or diagnosis of a particular patient at the Hospital.  Accordingly, we believe 
that these costs should not be reimbursed by Medicare. 
  
NON-REIMBURSABLE NON-PROVIDER SETTINGS 
 
We found that the Hospital needs to strengthen its controls to preclude inclusion of 
resident time in non-provider setting not reimbursable under Medicare.  Effective January 
1, 1999, 42 CFR §413.86(f)(4) requires that time spent in non-provider settings such as 
freestanding clinics, nursing homes, and physician offices in connection with approved 
programs may be included in FTE calculations provided resident’s time is spent in patient 
care activities and an appropriate written agreement exists between the hospital and the 
non-hospital provider.  The written agreement must state that the hospital is covering the 
costs of training the residents while they are performing at the non-hospital provider site.  
Costs include the salaries and fringe benefits of the resident as well as a payment to the 
non-hospital provider for the supervision of the resident.  The hospital must incur all or 
substantially all of the costs for the training program in the nonprovider setting. 
 
We identified 1.193 GME FTEs and 1.437 IME FTEs totaling $28,338 and $40,314, 
respectively, for non-hospital rotations.  We found residency programs providing off-site 
monthly rotations to such organizations as the state medical examiner’s office, the 
American Red Cross Blood Services-Connecticut Region, and a physician’s office.  The 
Hospital acknowledged that there were no written agreements in place in 1999 addressing 
compensation for the non-hospital rotations.  The Hospital contends that the required 
written agreement did not have to be in place prior to the training being initiated.  
Therefore, the Hospital presented us with contracts prepared and signed during the time 
of our audit in 2002 but retroactive to 1999.   Without existing written contractual 
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agreements with these organizations during the time the services were performed, we do 
not believe valid support exists to confirm that the Hospital incurred full program costs in 
accordance with Medicare regulations.  Accordingly, such rotations should not have been 
included in the Hospital’s GME/IME FTE counts for Medicare reimbursement.  
 
NON-REIMBURSABLE  HOSPITAL AREAS 
 
The Hospital needs to improve its controls to exclude from Medicare reimbursement the 
IME computations for resident time spent in non-Prospective Payment System (PPS) 
areas of the hospital.  For purposes of counting FTEs for IME, 42 CFR §412.105(f)(ii) 
states that residents must work in either 1) the prospective payment system (PPS) portion 
of the hospital 2) the outpatient department of the hospital, or 3) a non-hospital setting, 
provided an appropriate written agreement exists between the hospital and the non-
hospital provider. 
  
On its FY 1999 Medicare cost report, the Hospital identified certain psychiatry program 
residents rotating in its non-PPS unit inpatient psychiatric facility and excluded their time 
from its IME computations.  However, we identified additional residents who also had 
inpatient psychiatric rotations in this program, the child and adolescent psychiatry 
program, and the internal medicine program.  As a result, we identified an additional 
2.701 FTEs, totaling $75,775, which should not have been claimed for IME 
reimbursement. 
 
CONCLUSION 
 
In its FY 1999 Medicare cost report, the Hospital submitted for reimbursement about 
$7.8 million in GME and $17.8 million in IME costs.  Based on the results of our audit, 
we found that the Hospital had overstated the number of residents eligible for both GME 
and IME reimbursement.  Such erroneous FTEs included residents in non-reimbursable 
programs, residents exceeding their initial residency periods without appropriate GME 
weighting reductions and various other recording errors.  As a result, the Hospital 
overstated its claim for GME and IME by 28.692 and 30.259 FTE’s, respectively.   
 
The computations of overpayments listed above involve the use of three year rolling 
averages of FTE counts for both IME and GME.  The prior two year counts were 
obtained from the FI’s 1997 and 1998 GME/IME audits at the Hospital.  Such audits 
were incomplete during our audit and are used as estimates at this time.  Accordingly, we 
estimate that the Hospital was overpaid $1,530,441.  This overpayment estimate includes 
$556,289 attributable to the FI’s prior two year FTE adjustments. 
 
RECOMMENDATIONS 
 
We recommend that the Hospital: 
 

 strengthen its procedures to ensure that resident FTE counts are computed in 
accordance with Medicare regulations, and 
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 work with Empire Medicare Services, the Medicare FI, in applying the calculated 
reductions of $681,540 in GME costs and $848,901 in IME costs to the Hospital’s 
FY 1999 Medicare cost report. 11 

 
AUDITEE RESPONSE 

The Hospital agreed with $860,875 of our audit findings and, in its response dated 
August 29, 2002 (see APPENDIX),12 plans to develop and improve procedures regarding 
the (1) audit and monitoring of resident rotations, (2) credentialing of residents, (3) 
assurance of written agreements between off-site providers and the Hospital, and (4) 
approval process for research activities.  However, the Hospital disagreed with us on 
specific audit findings addressing non-reimbursable residency programs, resident rotation 
documentation, non-reimbursable non-provider settings, and non-reimbursable research 
time.  We address each of these issues below and provide our comments.   

Non-Reimbursable Residency Programs 
 
The Hospital provided us with a 1995 letter from the FI at that time in which this FI 
reconsidered the allowability of three previously disallowed residency programs.  The 
Hospital also states that the HCFA regional office concurred with this issue.  On the basis 
of its reliance upon this letter, the Hospital believes that all other programs we found non-
reimbursable should be allowable.   
 
The Hospital also states that certain programs should be considered approved because 
such training may count toward the certification of the participant in established 
specialties or subspecialties as specified under Medicare regulations.  Further, the 
Hospital states that its surgical pathology fellowship may satisfy the “credentialing year” 
requirement to enter the American Board of Pathology’s board certification examination.  
The Hospital provided documentation confirming that two residents had used the 
Hospital’s fellowship as their credentialing year.   
 
OIG Comments 
 
Based on the documentation provided by the Hospital, we agree that resident training in 
the gastroenterology program would qualify toward certification in this subspecialty.  In 
addition, we agree that pathology credentialing year time was satisfied by two residents 
in the surgical pathology fellowship.  We have made the appropriate adjustments to our 
audit findings. 

11  We recognize that the FY 1997 and 1998 Medicare cost reports were open at the time of our audit and 
the FY 1996 cost report may be reopened.  Settlement of these cost reports with any resultant FTE 
adjustments by the FI play an important part in the computation of FY 1999 graduate medical education 
costs.  Therefore, the reductions in GME/IME reimbursements recommended in this report may be subject 
to change. 
12  The Hospital’s response included a narrative section along with 11 appendices.  We are including the 
narrative section with this report but excluding the appendices as they contain confidential and personal 
identification information. 
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We disagree with the Hospital regarding the approval of its echocardiography program.  
This program does not meet the criteria set forth in 42 CFR §413.86(b) in that the 
program is not recognized in any of the specified publications.  In regard to the remaining 
findings in this category, the Hospital introduced no new relevant information to cause us 
to adjust our findings. 
 
Rotation Documentation 
 
The Hospital states that our recommended disallowance based on its failure to produce 
documentation of the residents’ rotation schedules within the Hospital exceeds the scope 
of Medicare rules and regulations, is unsupported by general Medicare record-keeping 
regulations, and results in the imposition of a standard which was not properly 
promulgated in accordance with the Federal administrative rule making requirements.    
The Hospital believes that imposing this retroactive requirement, which it states did not 
exist in FY 1999, is arbitrary and capricious.  The Hospital states that had it been aware 
of this requirement, it would have retained such documentation for audit purposes.  The 
Hospital further states that it provided us with applicable IRIS reports, which should, on 
its own, provide sufficient documentation to support the claimed costs.  The Hospital 
provided us, as an attachment to its response, rotation schedules for internal medicine 
chief residents and another resident.   
 
OIG Comments 
 
We reviewed the previously undisclosed rotation schedules provided by the Hospital for 
the four chief residents and one other resident.  We adjusted our findings to allow for 
their time.  Our adjustment did factor into account initial residency period errors and 
Hospital monthly audit discrepancies which we found with these residents’ time. 
 
We disagree with the Hospital that documentation requirements, including rotation 
schedules, were a retroactive requirement not in place in FY 1999.   Prior FI audits of 
hospital medical education costs have traditionally included the testing of rotation 
schedules and other contemporary documentation to support the FTEs claimed on cost 
reports.  In response to our initial request for documentation supporting the 
intern/resident FTE counts, the Hospital responded with a comprehensive collection of 
rotation schedules of residents rotating both among other hospitals and exclusively within 
the Hospital.  In order to verify the validity of FTEs claimed by the Hospital, we relied 
upon these rotation schedules and other contemporary documentation contained in 
resident files supplied to us by the Hospital.  We also accepted current testimonial 
evidence from Hospital staff to the extent that it corroborated or clarified the 
contemporary support.  In a meeting with Hospital officials to discuss our draft report, we 
offered to review previously undisclosed resident evaluations for the audit period in an 
effort to verify the residents’ time.  The Hospital agreed but subsequently did not avail 
this information to us. 
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We disagree with the Hospital that its IRIS report provides sufficient documentation to 
support its claimed costs.  Our audit results have shown that the Hospital’s claim for 
medical education costs was materially inaccurate.  Our testing of the validity of the 
resident FTEs documented in the IRIS report disclosed significant errors, of which many 
such errors were not disputed by the Hospital.  The Hospital’s implementation of a new 
automated resident tracking system is a positive step to IRIS report accuracy but such a  
database is only as accurate as the input from trained staff.    
 
Non-Reimbursable Non-Provider Settings 
 
The Hospital acknowledged that it did not enter into written agreements with outside 
entities for which it rotates residents during the subject year.  The Hospital did prepare 
written agreements with these non-hospital settings dated subsequent to the audit.  The 
Hospital states that our not accepting these agreements is unreasonable in that the 
applicable Medicare regulation does not specifically state that the written agreement must 
exist prior to the resident rotating to the non-hospital setting.  The Hospital states that (1) 
the non-hospital settings did not file a Medicare cost report and thereby did not duplicate 
the same costs, (2) the Hospital assumed full responsibility for resident compensation, 
and (3) the residents were involved in patient care activities.  Therefore, the Hospital 
states it incurred the full program costs for these residents.  Nonetheless, the Hospital 
states that the fact that the Hospital did not incur any costs in connection with 
compensating the non-hospital site is not cause for the disallowance.   
 
OIG Comments 
 
We disagree with the Hospital.  The contracts produced by the Hospital were prepared at 
the completion of our fieldwork in March 2002, approximately three years after our audit 
period.  We reiterate that without existing written contractual agreements with these 
organizations during the time the services were performed, we do not believe valid 
support exists to confirm that the Hospital incurred full program costs in accordance with 
Medicare regulations. 
 
Non-Reimbursable Research Time 
 
The Hospital took exception to the identified research time of two residents.  For one 
resident, the Hospital supplied additional information to support patient care activities 
during the time period in question.  For the second resident, the Hospital states that this 
resident was not engaged in research during this period but was participating in the 
Hospital’s surgical critical care program. 
 
OIG Comments 
 
Concerning the first resident, the Hospital supplied us with a 2002 letter from the 
program director stating that the resident was involved in bedside clinical research and 
was assigned in-hospital call every fourth day during the questioned month.  We were 
unable to confirm this to contemporary documentation supplied by the Hospital and are 
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recommending disallowance of this research month.  For the second resident, the 
Hospital supplied us with an appointment letter to the surgical critical care program dated 
in 1998.  However, we obtained from the resident’s file a House Staff Authorization form 
stating the resident was in research during the time period and a surgical house staff 
roster also showing the resident in research.   Further, the Hospital’s IRIS record showed 
the resident in the UCONN surgery program.  The physician’s profile filed with the State 
of Connecticut does not list any surgery critical care training.  Without corroborating 
evidence, we are recommending disallowance of this resident’s time. 
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The attachments referenced in the appendix are not included as a 
part of this report as they contain personal and confidential 

information which may not be releasable under 45 CFR Part 5 
(FOIA).  
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