O'Conco

Healthcare Consultants

January 12, 2009

Re: 07.1050 GME Analyses (2007)

O’Conco Healthcare Consultants (O’Conco) has updated the analysis of the cost of and reimbursement to
New Jersey acute care hospitals for Graduate Medical Education (GME) in 2007. A summary of our
analysis is provided below.

1. The Cost of Graduate Medical Education

New Jersey hospitals are expending $765 million' in Graduate Medical Education costs, i.c., $452
million® in direct cost and $313 million in indirect cost’. The average total cost per resident in a New
Jersey hospital is $283,734. The components of Graduate Medical Education costs are summarized in
Chart 1, below:
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2. Sources of Payments for Graduate Medical Education

We estimate that New Jersey hospitals receive approximately $457 million* in GME payments from all
sources. Although the percentages vary by hospial, Medicare payments account for the majority of all
GME payments. Chart 2, below, provides a summary of the source of GME payments.
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3. Cost v. Payments Summary

In summary our analysis shows that the cost of GME in New Jersey hospitals exceeds GME payments by
$308 million®.

We appreciate this opportunity to be of service to New Jersey Council of Teaching Hospitals. Please
contact me if you have any questions or if you require a more comprehensive analysis on any section of
this report.

Very truly yours,
O’CONCO HEALTHCARE CONSULTANTS

Paul L. Chiafullo
President
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