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6. Medical Educational Funding Receivable  
 
A master affiliation agreement between St. Mary’s and Covenant (the Hospitals) provides for 
100% of the direct graduate medical education (DGME), indirect medical education (IME), and 
other graduate medical education (GME) funding received by the Hospitals to pass through to the 
Corporation.  An independent firm (The Rybar Group) was hired to review hospital cost report 
information and provide a report on filed cost report amounts.  The initial affiliation agreement 
covered the 3 years ending June 30, 2009 and, through an amendment, was extended one year 
through June 30, 2010.  The Hospitals are operated under the master affiliation agreement that was 
effective July 1, 2010 through June 30, 2013 and continued on a month-to-month basis until a new 
agreement was reached.  Under the agreement, the Hospitals agreed to pay the Corporation for 
amounts not previously paid under the 2006 agreement subject to adjustment based on the 
Hospitals’ receipt of their final cost reports.  The 2010 agreement was terminated June 30, 2015. 
 
Effective July 1, 2015, a new master affiliation agreement was signed.  This agreement covers a 5-
year period, ending June 30, 2020.  Under this agreement, the Hospitals agree to pay the 
Corporation their proportionate share of funding shortfall within 30 days of receipt of the final cost 
report.  Similarly, the Corporation has agreed to pay the Hospitals any excess funding within 30 
days of receipt of the final cost report. 
 
As of June 30, 2019, the Rybar Group has updated its report with the allocation of the receivable 
as follows: 

 St. Mary’s Covenant Total 
Fiscal year ending June 30    
2011 $ 631,404 $    577,344 $ 1,208,748 
2012   (145,857)    648,600 502,743 
2013 (297,406) 147,974 (149,432) 
2014 45,475 (392,822) (347,347) 
2015 294,880 (613,318) (318,438) 
2016 204,511 44,398 248,909 
2017 (290,692) 1,167,835 877,143 
2018 (168,162) 821,907 653,745 
2019 303,028 166,308 469,336 
Rural hospital consulting cost (230,844) (80,000) (310,844) 

 346,337 2,488,226 2,834,563 
Allowance (222,811) (1,027,290) (1,250,101) 
Net receivable  $ 123,526 $ 1,460,936 $ 1,584,462 

 
The Corporation recognized a total allowance of approximately $1,250,000 in 2019 and 
$1,039,000 in 2018, in anticipation of a variance between filed and final audited cost reports.  
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