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Washington Hospitals Report Solid Results for Calendar Year 2009

By David Peel
Publisher and Editor
Washington Healthcare News

Washington State hospitals appear 
to have weathered the recession, 
as 37 of the largest 40 hospitals 
reported positive margins for cal-
endar year 2009. The 2009 figures 
were similar to 2008, when 33 of 
the largest 40 hospitals reported 
positive margins. Included within 
the key financial information sum-
marization report (page 2), is a 
comparison between calendar years 
2009 and 2008.
Information Sources
Of the Pacific Northwest States, 
Washington is probably the best 
at making hospital financial and 

other information available to the 
general public.  However, it is dif-
ficult to report accurate compara-
tive financial information for at 
least three reasons:

1.	 Most hospitals report and are 
audited on a calendar year ba-
sis.  However, some large hos-
pitals report on a fiscal year 
basis making comparisons im-
possible without adjustments.

2.	 All hospitals report to the 
Washington State Department 
of Health (DOH) on a quar-
terly basis but the figures are 
unaudited and there’s no pro-
vision to restate prior quarters 
for adjustments.

3.	 A few hospitals don’t regularly 
meet reporting deadlines.

To mitigate the first two reasons, 
we compiled quarterly figures from 
the DOH, Center for Health Statis-
tics (CHS) web site and prepared 
a report similar to the report on 
page 2.  We then sent the report to 
hospital representatives and asked 
them to confirm their hospital’s 
figures.  We asked to be provided 
with correct figures if the figures in 
the report weren’t correct.

Hospitals with a “2” or “3” to the right 
of the name provided a reply and 
confirmed or changed their figures.  

If a hospital didn’t provide a reply 
then there is no  “2” or “3” to the right 
of the name and DOH CHS quarter-
ly report web site figures were used.
To mitigate the third reason, we 
omitted hospitals that did not re-
port quarterly information.
Operating Revenues
Operating revenues include inpa-
tient and outpatient revenue for all 
patient care services (less deduc-
tions from revenue), tax revenues, 
the value of donated commodities, 
revenue from non-patient care ser-
vices and sales, and activities to 
persons other than patients.  This 
is consistent with the DOH CHS 
definition of Operating Revenue 
but is different than the way some 
external auditors prepare audited 
financial statements for hospitals. 
Thirty-nine of the forty hospitals 
reported higher 2009 operating 
revenues than 2008. This demon-
strates, at a minimum, the Wash-
ington hospital industry has lever-
age with payers and can exert a 
measure of control over revenues.  
Operating Margin
Operating margin is the excess of 
revenue over expense except for 
net non-operating gains and loss-
es.  This is a key financial metric 
given it excludes investment gains 
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and losses, a part of net non-op-
erating gains and losses. Invest-
ment balances have gyrated up and 
down since 2008 and can distort 
an evaluation of hospital industry 
finances.   
Twenty-nine of the forty hospi-
tals increased their 2009 operating 
margin over 2008.   When dividing 
operating margin by operating rev-
enues, several facilities stood out. 
MultiCare Good Samaritan had the 
highest percentage at 20.7%, fol-
lowed by Mary Bridge Children’s 
Hospital (14.1%), Providence 
Centralia Hospital (12.1%),  St. 
Joseph Medical Center - Tacoma 
(11.1%) and Tacoma General Al-

lenmore Hospital (11.0%).  
Three MultiCare facilities were in 
the top five in this category.  Marce 
Edwards, Media Relations Man-
ager of MultiCare Health System 
commented, “In addition to the hos-
pitals, MultiCare Health System in-
cludes clinics and a vast network of 
physicians.  Our overall operating 
margin was about 8.9%, in part be-
cause we work hard to control our 
costs.” She continued, “We are pro-
viding more charity care, are see-
ing more patients having trouble 
financially and are receiving lower 
reimbursements from government 
payors. We don’t believe these re-
sults will be sustained.”

Net Non-Operating Gains and 
Losses

Revenue and expenses not direct-
ly tied to patient care, related pa-
tient services, or the sale of related 
goods, are net non-operating gains 
and losses.  The impact of the 2008 
stock market meltdown is seen in 
the report, as is the rebound of 
2009.  Twenty-seven of the forty 
hospitals reported higher net non-
operating gains and losses in 2009 
than 2008.

Total Margin

The excess of revenue over ex-
penses and gains over losses gen-
erated from all sources is the total 

Time to bring in outside help?
The Consultant Marketplace, located on the 
Washington Healthcare News web site, is where 
over 50 companies that specialize in providing 
services or products to healthcare organizations 
are found. 
Visit wahcnews.com/consultant to learn more.
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margin.  Thirty-three of the forty 
hospitals reported an increase in 
total margin from 2008.
Cassie Sauer, Vice President, 
Communications at the Washing-
ton State Hospital Association 
provided context, “It does appear 
that many hospitals seem to be do-
ing better in 2009, but a number of 
hospitals are reporting difficulties 
during the past two quarters with 
increasing charity and bad debt.  
Of course, this is in comparison 
to the 2008 bad baseline year with 
its problems in total margin (due 

largely to the drops related to in-
vestment income).  We also know 
that a number of hospitals’ increas-
ing margins are due to some pretty 
significant cuts made in hospitals.”

Final Observations

Washington State hospitals are in 
good financial shape and have the 
ability to exert control over both 
revenues and expenses. However, 
payers may now believe the scales 
have tipped too far in the hospital 
industry’s favor and could demand 
concessions.  On the expense side, 

as the economy continues to re-
cover, and healthcare reform is 
implemented, the cuts Sauer noted 
may need to be reversed and could 
have an impact on margins.

We’ll continue to report financial in-
formation on Washington hospitals 
as it becomes publicly available.

David Peel is the Publisher and Edi-
tor of the Washington Healthcare 
News, a web site and trade journal 
focused on issues related to the man-
agement of healthcare.  He can be 
reached at dpeel@wahcnews.com.

Reprinted with permission from the Washington Healthcare News.  To learn more about the Washington 
Healthcare News visit wahcnews.com.


