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Washington  hospitals  posted
strong margins in 2010 as thirty-
seven of the largest forty hospitals
reported positive total margins.
The 2010 figures were similar to
2009, when thirty-six of the largest
forty hospitals reported positive
total margins. See our report on
page two to view other key finan-
cial information.

Information Sources
Of the Pacific Northwest States,

Washington is best at making hos-
pital financial information avail-

able to the general public. Howev-
er, it is difficult to report accurate,
comparative financial information
for several reasons:

* Most hospitals report and are
audited on a calendar year ba-
sis. However, some large hos-
pitals report and are audited
on a fiscal year basis, making
comparisons impossible with-
out adjustments.

* All hospitals report to the
Washington State Department
of Health, Center for Health
Statistics (CHS) on a quarterly
basis but the figures are unau-
dited and there’s no require-
ment to restate figures when
adjustments are necessary.

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

* Some hospitals and their audi-
tors present dollars received
from tax assessments different-
ly than the way CHS requires it
be presented. CHS considered
it Operating Revenues.

In consideration of these issues, we
compiled quarterly figures from
the CHS web site and prepared a
report similar to the report on page

-1-

two. We then sent the report to
hospital representatives at all forty
hospitals and asked them to con-
firm their hospital’s figures. We
also asked for correct figures if the
figures in the report were wrong.

Hospitals with a “*” to the right
of the name provided a reply and
confirmed or changed their fig-
ures. If a hospital didn’t provide
a reply, or decided to not provide
a reply, there isno “*” to the right
of the name and CHS quarterly
report web site figures were used.
We only had one entity, represent-
ing several hospitals, decide to not
provide a reply.

We left hospitals out of the report
that didn't have complete reporting
on the CHS web site.

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.

Thirty-six of the forty hospitals
reported higher 2010 operating
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revenues than 2009. 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
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-seven of the forty hospitals
reported a lower operating margin
in 2010 compared to 2009. This
is in sharp contrast to 2009 (not
shown) when only eleven of the
largest forty hospitals reported a
lower operating margin than 2008.
Despite an ability to generate in-
creased revenues, in many cases it
was not enough to maintain oper-
ating margins at 2009 levels.

Operating Margin/Operating
Revenue

This statistic, measured as a per-

centage, is one many hospital ad-
ministrators target to measure fi-
nancial health. A range between
4% and 8% is considered healthy
and normal for Washington. Per-
centages higher or lower than this
range generally bear further ex-
amination, particularly if it has
occurred over a two year period.
However, that level of analysis is
beyond the scope of this article.

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

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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goods, are net non-operating gains
and losses. The stock market made
a remarkable rebound in 2009 and
should be considered when com-
paring to 2010 numbers.

Total Margin

The excess of revenue over ex-
penses and gains over losses gen-
erated from all sources is the total
margin. Twenty-three of the forty
hospitals reported a lower total

margin in 2010 than 2009. This
can be compared to 2009 when
only seven of the forty hospitals
reported a lower total margin than
2008.

Final Observations

Washington hospitals are in good
financial shape and have demon-
strated the ability to exert control
over revenues and expenses. How-
ever, the trend downward in total

operating margin is concerning
in light of healthcare reform and
state and federal cuts targeting re-
imbursement to hospitals.

David Peel is the Publisher and
Editor of the Washington Health-
care News, a web site and trade
journal focused on issues related
to the management 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.




