
November 12,2012 

ChuckBurns 
US Bank 
Global Corporate Trust Services 
1420 Fifth Avenue, 7" Floor 
PD-WA-T7CT 
Seattle, Washington 98101 

Dear Mr. Burns: 

TEAMI 
MEDICINE' 

Enclosd is a copy of our financial statements for the quarter ended September 30, 20 12. The operating 
margin for the third quarter is $4.7 million which was $300,000 below budget. Other operating revenue 
was significady over budget for the quarter- The over budget for other operating revenue is primarily 
related to group purchasing revenue. The Medical Center engages in group purchasing activities in a 
number of industries (includmg healthcare) through a joint venture and though a controlled affiliate. 

O v d  patient volumes as measured by gross patient revenues were slightly above budget for the quarter 
but patient volumes were below budget. Patient admissions were 3% below budget and clinic visits were 
4.2% below budget. However, our patient visits in 2012 are above prior year levels. Below budget 
patient net revenue was not fully offset by lower operating expenses. We continue to closely monitor our 
hospital admissions and clinic visit voIuma to align our variable expenses with expected revenues 
generated to meet our budgeted margin for the year. 

The third quarter total margin is $5 -6 million as compared to $6.8 million in third quarter of 20 1 1 

Our cash and investments, excluding trusteed funds, totaled $224,317,000 at September 30, 20 12, 
representing an increase from the same period in 20 1 1 of $6,427,000 due in part to the M d c a l  Center's 
operating income and changes in the investment values. Ongoing capital expenditures were $1 1.0 
million for the third quarter compared to $7.8 million in third quarter of 20 I 1 primarily due to the timing 
of budgeted capital expenditwas in 20 12. Capital expenditures for further build-uut of the Jones Pavilion 
were $8.3 mil2ion for the third quarter of 20 12 compared to $9.4 million for the third quarter of 20 I 1. 

Sincerely, 

I 

~uimney.  Anderson 
Senior Vice President 
Chief Information Officer I Chief Financial Oficer 

Virginia Mason Medical Center 
1 100 Ninth Avenue, MS: M6-AC 
Seattle, Washington 98 10 1 

En closures 



VIRGINIA MASON MEDICAL CENTER 
CONSOLIDATED BALANCE SHEETS (Unaudited) 
As of September 30,2012 and 201 1 (in $.MlOs) 

Assets: 
Current assets: 

Cash and cash equivalents 
Patient accounts receivable, net of provision for uncollectible accounts of 

W,144 and W.088 in 2012 and 201 1, respectively 
Other re~eivables 
Due from affiliates, net 
Supplies inventory 
Prepayments and other 
Current portion of funds held by trustee 
Current portion of board-designated investments 

Total current assets 
Assets whose use is limited: 

Funds held by trustee, net of current portion 
Board designated assets for: 

Capital improvements 
Retirement plans 
Professional liability 

Other 

A a t s  whose use is limited, net of current portion 

Land. buildings, and equipment, net of accumulated depreciation 
Property Held For Future Use 
Deferred financing costs, net of accumulated amortization 
Beneficial interest and other assets 

Total Assets 
Liabilities and Net Assets 

Current liabilities: 
Current portion of long-term debt 
Accounts payable 
Accrued liabilities: 

Salaries, wages. and benefits 
Interest 

Other payables 
Current portion of reserve for professional liability daims and other 
Current portion of accrued retirement expense 
Current portion of estimated third-party payor settlements, net 
Line of credit 

Total current liabilities 
Other liabilities: 

Reserve for professional liability daims and other, net of current portion 
Accrued retirement expense, net of current portion 
Estimated third-party payor settlements. net of current portion 

Total other liabilities 

Long-term debt, net of current podion 

Total liabilities 
Net assets: 

Unrestricted 
Temporarily restricted 
Permanently restrided 

Total net assets 

093G12 
Actual 

0930-1 1 
Actual 

Total liabilities and net assets 



VlRGlNlA MASON MEDICAL CENTER 
CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited) 

Perid ending September 30,2012 and 2011 (in $,000's) 

2012 
Third YTD 

201 1 
Third YTD 

Quarter September 201 I Quarkr September 2012 
Changes in unreslricted net assets: 

Revenues, gains, and other support: 
Patient Service Revenue, net of contractual allowance $ 215,603 S 
Provision for bad debt 
Net Patient Service Revenue 
Other operating revenues 
Net assets released from restriction used for 

operating purposes 

Total revenues, gains, and other support 

Expenses: 
Salaries, wages & benefits 
Supplies 
Purchased services and other expenses 
Interest and amottization 
Depmciation 

Total Operating Expenses 

Federal, state, and local revenue and income taxes 

Excess of revenues over expenses from operations 4,714 14,342 5,622 22,693 

Nonoperating gains (losses): 
Investment income, net 
Olher-than-temporary impairment 
Other, net 

Nonoperating gains, net 

Excess of revenues over expenses 

Change in net unrealized gains and losses on investments 
Net assets released from restriction used for land, buildings, 

and equipment 
Transfer to Benamya Research Institute at Virginia Mason 

Transfer to Virginia Mason Foundation 
Increasel(Decn?ase) in unrestricted net assets 



VIRGINIA MASON MEDICAL CENTER 
Conmlidated Statements of Changa in Net Assets (Unaudited: 

Y e a  to date September 30,20 12 and year ended December 31,201 1 
(In ttmumds) 

Tcmporrrily 
Unrtstrirtcd mstricted 

Balance, Ilecembw31,2010 
Excess of revenues over expmser 

net assets 
$ 2m,204 

33.533 
Change in net unreahmd &ns and k s  on investmenk 
Change in funded sEatus of pension p h  
Net aseb released from restriction used for land, buildings 

and equipment 
Dwated h d  awl building 
T m f w  to B m y a  Research Institute at Virginia Masor 
T m f w  to Virginia llaason FoMdation 
Restricted donations 
C h g e  in beneficial interest in Virginia Mason Foundahr 
Net assets released from restriction d for operating purpose 

Change in net as- 
Balance. December31.2011 

i f  revenues over ex*- 
Change in net unrealized gains and 1-s on investment! 
Net assets r e b d  from mi* used fw h4 buildings, 

and equipment 
T m f e r  to Benamya R e m h  Insti- at Virginia Masor 
T m f e r  to Virginia Mason FoumWion 
Restrictd donations 
Change in beneficial interest in Virginia Mason Foundatior 
Net assets r e l ~ d  Erom reskiction u d  for oneratine rmmose 

Change in net as- 
Balance. Seotember 30.2012 

net a M s  
14,155 

Permanently 
restricted 
n d  assets Total 

3,936 308,295 
- 33,533 
- (4,403) 
- (12,538) 



VIRGINIA MASON MEDICAL CENTER 

CONSOLIDATED nATEMENTS OF CASH FLOWS (Unaudited) 

For the M o d  ending Septemk 30,2012 and 201 1 (in $,000s) 
09-30- 12 

Actual 

Cash flow from operating activities: 
Change in net assets 
Adjustments to reconcile change in net assets to net cash provided by operating activities: 

Restricted donations provided for property and other 
Depreciation 
Noncash interest expense 
(GainILoss on disposal of property 
Realized (gains) on investments 
Change in net unrealized (gains) on investments 
Transfer to Benaroya Research Institute a Virginia Mason 
Transfer to Virginia Mason Foundation 
Equity income of joint venture 
Provision for bad debts 
Change in operating assets and liabilities: 

Patient accounts receivable, net 
Other receivables, supplies inventory and prepay rnents, and other 
Accounts payable, accrued salaries. wages and benefits, and other payabies 
Accrued interest 
Accrued retirement expense 
Estimated third-party payor settlements. net 
Reserve for professional liability claims and other 

Net cash provided by operating activities 

Cash flows from investing activities: 
Pme& from sate of land, buildings, and equipment 
Expenditures for land, buildings, and equipment 
Proceeds from sale of  board-designated invesments 
Purchases of boarddesignated investments 
Proceeds from sale of trustee held funds investments 
Purchases o f  trustee held investments 
Change in other assets 

Net cash used in investing activities 

Cash flows from financing activities: 
Repayment of long-term debt 
Borrowings under line of credit 
Repayment under line of credit 
Transfer to Benaroya Research Institute at Virginia Mason 
Transfer to Virginia Mason Foundation 
Change in due toidue from affiliates! net 
Restricted donations provided for property and other 

Net cash used in financing activities 

Net (decrease) in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of the month 

09-30-1 1 
Actual 



VIRGINIA MASON MEDICAL CENTER 
PERFORMANCE RATIOS (Unaudited) 

For nine months period ending September 30,2012 and 201 1 

OPERATING RATIOS: 

EBIDA margin 

Operating margin 

Excess margin 

Liquidity 
-Working capital (Current) ratio 

Coverage of deM service 
- Current 

Return on equity 

CAPITAL RATIOS: 

Days in receivables (net) 

Days cash on hand - Available funds 

Days cash on hand - All funds 

Cushion ratio 

09-30-1 2 0930-4 I 

Actual Actual 

Debtlnet plant 



VlRGlNlA MASON MEDICAL CENTER 
OPERATING STATISTICS 

2Qrtl2, tQrt.12, YZOII,  Y2010, and Y2009 

Year-End 
3rd Quarter 2nd Quarter 1st Quaer 

2012 - 2012 - - 2012 - 201 I - 201 0 - 2009 - 2008 

=ull-time Eauivalent IFTE) Em~lovees 
Physician 
Other 

rota1 

'rovider Visits 
Downtown 
Satellites 

rota1 

'atient Davs 

Idmissions at Virsinia Mason HosDital 
Acute 
Rehabilitation 

Total 

tveraae Dailv Census 
Critical Care 
MedicaUSurgical 
Rehabilitation 

Total 

-ennth of Stay 
Acute 
Rehabilitation 

4veraae Beds in Senrice 

Ibservation Days 

2ase Mix Index (Medicare Grouper) 

iursical Cases (Downtown) 
Inpatient 
Outpatient 

rota I 

iosvital Emernencv Visits 


