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Please find attached our report on the Valley Medical Center’s financial statements and 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 

Valley Medical Center 

King County 

July 1, 2015 through June 30, 2016 

 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 

The results of our audit of the Valley Medical Center are summarized below in accordance with 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 

 

Financial Statements 

We issued an unmodified opinion on the fair presentation of the financial statements of the 

business-type activities and the aggregate discretely presented component units in accordance 

with accounting principles generally accepted in the United States of America (GAAP). 

 

Internal Control over Financial Reporting: 

 Significant Deficiencies:  We reported no deficiencies in the design or operation of 

internal control over financial reporting that we consider to be significant deficiencies. 

 Material Weaknesses:  We identified no deficiencies that we consider to be material 

weaknesses. 

We noted no instances of noncompliance that were material to the financial statements of the 

District. 

 

Federal Awards 

Internal Control over Major Programs: 

 Significant Deficiencies:  We reported no deficiencies in the design or operation of 

internal control over major federal programs that we consider to be significant 

deficiencies. 

 Material Weaknesses:  We identified no deficiencies that we consider to be material 

weaknesses. 
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We issued an unmodified opinion on the District’s compliance with requirements applicable to 

its major federal program. 

We reported no findings that are required to be disclosed in accordance with 2 CFR 200.516(a). 

 

Identification of Major Federal Programs: 

The following program was selected as a major program in our audit of compliance in 

accordance with the Uniform Guidance.   

CFDA No. Program or Cluster Title 

93.268 Immunization Cooperative Agreements 

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by 

the Uniform Guidance, was $750,000. 

The District qualified as a low-risk auditee under the Uniform Guidance. 

 

SECTION II – FINANCIAL STATEMENT FINDINGS 

None reported. 

 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED 

COSTS 

None reported. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

 

Valley Medical Center 

King County 

July 1, 2014 through June 30, 2016 

 

Board of Commissioners and Board of Trustees 

Valley Medical Center 

Renton, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States, the financial statements of the 

business-type activities and the aggregate discretely presented component units of the Valley 

Medical Center, a component unit of the University of Washington, King County, Washington, 

as of and for the years ended June 30, 2016 and 2015, and the related notes to the financial 

statements, which collectively comprise the District’s basic financial statements, and have issued 

our report thereon dated March 24, 2017.  As discussed in Note 2 to the financial statements, 

during the year ended June 30, 2016, the District implemented Governmental Accounting 

Standards Board Statement No. 72, Fair Value Measurement and Application. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audits of the financial statements, we considered the District’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinions on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s 

internal control.  Accordingly, we do not express an opinion on the effectiveness of the District’s 

internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 

deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 

possibility that a material misstatement of the District's financial statements will not be 
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prevented, or detected and corrected on a timely basis.  A significant deficiency is a deficiency, 

or a combination of deficiencies, in internal control that is less severe than a material weakness, 

yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

 

COMPLIANCE AND OTHER MATTERS 

As part of obtaining reasonable assurance about whether the District’s financial statements are 

free from material misstatement, we performed tests of the District’s compliance with certain 

provisions of laws, regulations, contracts and grant agreements, noncompliance with which could 

have a direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are 

required to be reported under Government Auditing Standards. 

 

PURPOSE OF THIS REPORT 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the District’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the District’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  However, this report is a matter of public record and its distribution is not limited.  It 

also serves to disseminate information to the public as a reporting tool to help citizens assess 

government operations. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

 

March 24, 2017  
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR 

EACH MAJOR FEDERAL PROGRAM AND REPORT ON 

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE 

WITH THE UNIFORM GUIDANCE 

Valley Medical Center 

King County 

July 1, 2015 through June 30, 2016 

Board of Commissioners and Board of Trustees 

Valley Medical Center 

Renton, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 

PROGRAM 

We have audited the compliance of the Valley Medical Center, King County, Washington, with 

the types of compliance requirements described in the U.S. Office of Management and Budget 

(OMB) Compliance Supplement that could have a direct and material effect on each of the 

District’s major federal programs for the year ended June 30, 2016.  The District’s major federal 

programs are identified in the accompanying Schedule of Findings and Questioned Costs.   

Management’s Responsibility  

Management is responsible for compliance with federal statutes, regulations, and the terms and 

conditions of its federal awards applicable to its federal programs. 

Auditor’s Responsibility  

Our responsibility is to express an opinion on compliance for each of the District’s major federal 

programs based on our audit of the types of compliance requirements referred to above.  We 

conducted our audit of compliance in accordance with auditing standards generally accepted in 

the United States of America; the standards applicable to financial audits contained in 

Government Auditing Standards, issued by the Comptroller General of the United States; and the 

audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 

Guidance).  Those standards and the Uniform Guidance require that we plan and perform the 

audit to obtain reasonable assurance about whether noncompliance with the types of compliance 

requirements referred to above that could have a direct and material effect on a major federal 
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program occurred.  An audit includes examining, on a test basis, evidence about the District’s 

compliance with those requirements and performing such other procedures as we considered 

necessary in the circumstances.    

We believe that our audit provides a reasonable basis for our opinion on compliance for each 

major federal program.  Our audit does not provide a legal determination on the District’s 

compliance.  

 

Opinion on Each Major Federal Program  

In our opinion, the District complied, in all material respects, with the types of compliance 

requirements referred to above that could have a direct and material effect on each of its major 

federal programs for the year ended June 30, 2016.   

 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE  

Management of the District is responsible for establishing and maintaining effective internal 

control over compliance with the types of compliance requirements referred to above.  In 

planning and performing our audit of compliance, we considered the District’s internal control 

over compliance with the types of requirements that could have a direct and material effect on 

each major federal program in order to determine the auditing procedures that are appropriate in 

the circumstances for the purpose of expressing an opinion on compliance for each major federal 

program and to test and report on internal control over compliance in accordance with the 

Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of 

internal control over compliance.  Accordingly, we do not express an opinion on the 

effectiveness of the District's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control 

over compliance does not allow management or employees, in the normal course of performing 

their assigned functions, to prevent, or detect and correct, noncompliance with a type of 

compliance requirement of a federal program on a timely basis.  A material weakness in internal 

control over compliance is a deficiency, or combination of deficiencies, in internal control over 

compliance, such that there is a reasonable possibility that material noncompliance with a type of 

compliance requirement of a federal program will not be prevented, or detected and corrected, on 

a timely basis.  A significant deficiency in internal control over compliance is a deficiency, or a 

combination of deficiencies, in internal control over compliance with a type of compliance 

requirement of a federal program that is less severe than a material weakness in internal control 

over compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in 

the first paragraph of this section and was not designed to identify all deficiencies in internal 
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control that might be material weaknesses or significant deficiencies.  We did not identify any 

deficiencies in internal control over compliance that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

 

Purpose of this Report 

The purpose of this report on internal control over compliance is solely to describe the scope of 

our testing of internal control over compliance and the results of that testing based on the 

requirements of the Uniform Guidance.  Accordingly, this report is not suitable for any other 

purpose.  However, this report is a matter of public record and its distribution is not limited.  It 

also serves to disseminate information to the public as a reporting tool to help citizens assess 

government operations. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

 

March 24, 2017 
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INDEPENDENT AUDITOR’S REPORT ON  

FINANCIAL STATEMENTS 

Valley Medical Center 

King County 

July 1, 2014 through June 30, 2016 

Board of Commissioners and Board of Trustees 

Valley Medical Center 

Renton, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the business-type activities and the 

aggregate discretely presented component units of the Valley Medical Center, a component unit 

of the University of Washington, King County, Washington, as of and for the years ended 

June 30, 2016 and 2015, and the related notes to the financial statements, which collectively 

comprise the District’s basic financial statements as listed on page 15.  

Management’s Responsibility for the Financial Statements  

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

Auditor’s Responsibility  

Our responsibility is to express opinions on these financial statements based on our audits.  We 

conducted our audits in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 
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statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the District’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the District’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinions. 

 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the business-type activities and the aggregate discretely presented 

component units of the Valley Medical Center, as of June 30, 2016 and 2015, and the changes in 

financial position and, where applicable, cash flows thereof for the years then ended in 

accordance with accounting principles generally accepted in the United States of America. 

 

Matters of Emphasis 

As discussed in Note 2 to the financial statements, in 2016, the District adopted new accounting 

guidance, Governmental Accounting Standards Board Statement No. 72, Fair Value 

Measurement and Application.  Our opinion is not modified with respect to this matter. 

 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis on pages 16 through 31 be presented to supplement the 

basic financial statements.  Such information, although not a part of the basic financial 

statements, is required by the Governmental Accounting Standards Board who considers it to be 

an essential part of financial reporting for placing the basic financial statements in an appropriate 

operational, economic or historical context.  We have applied certain limited procedures to the 

required supplementary information in accordance with auditing standards generally accepted in 

the United States of America, which consisted of inquiries of management about the methods of 

preparing the information and comparing the information for consistency with management’s 

responses to our inquiries, the basic financial statements, and other knowledge we obtained 
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during our audit of the basic financial statements.  We do not express an opinion or provide any 

assurance on the information because the limited procedures do not provide us with sufficient 

evidence to express an opinion or provide any assurance.  

 

Supplementary and Other Information 

Our audits were conducted for the purpose of forming opinions on the financial statements that 

collectively comprise the District’s basic financial statements.  The accompanying Schedule of 

Expenditures of Federal Awards is presented for purposes of additional analysis as required by 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  This 

schedule is not a required part of the basic financial statements.  Such information is the 

responsibility of management and was derived from and relates directly to the underlying 

accounting and other records used to prepare the basic financial statements.  The information has 

been subjected to the auditing procedures applied in the audit of the basic financial statements 

and certain additional procedures, including comparing and reconciling such information directly 

to the underlying accounting and other records used to prepare the basic financial statements or 

to the basic financial statements themselves, and other additional procedures in accordance with 

auditing standards generally accepted in the United States of America.  In our opinion, the 

information is fairly stated, in all material respects, in relation to the basic financial statements 

taken as a whole. 

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated 

March 24, 2017 on our consideration of the District’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  
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That report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the District’s internal control over financial reporting and compliance. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

 

March 24, 2017 
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FINANCIAL SECTION 

 

Valley Medical Center 

King County 

July 1, 2014 through June 30, 2016 

 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2016 and 2015 

 

 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2016 and 2015 

Statement of Revenues, Expenses and Changes in Net Position – 2016 and 2015 

Statement of Cash Flows – 2016 and 2015 

Notes to Financial Statements – 2016 and 2015 

 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Expenditures of Federal Awards – 2016 

Notes to the Schedule of Expenditures of Federal Awards – 2016 
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Management’s Discussion and Analysis

 
 

              
 
 

 
 
Washington State Auditor's Office

____________________________________________________________________________________________________________________  
 

Page 17



 
 

 

Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

Total Operating Expenses 
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

Total Margin 

 
 

’  

2.8%

2.1%

3.1%

1.3%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

2015 S&P "BBB+"
Rated

2016 2015 2014

Total Margin

 
 
Washington State Auditor's Office

____________________________________________________________________________________________________________________  
 

Page 22



 
 

 

Management’s Discussion and Analysis

Statement of Net Position 
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

                  

Current Liabilities 
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Management’s Discussion and Analysis

Noncurrent Liabilities 
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Management’s Discussion and Analysis
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PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY,
WASHINGTON, DBA VALLEY MEDICAL CENTER

(A Component Unit of the University of Washington)

Statements of Net Position

June 30, 2016 and 2015

VMC Component unit – IPV
Assets 2016 2015 2016 2015

Current assets:
Cash and cash equivalents $ 44,054,561 25,904,764 1,217,020 1,272,511
Short-term investments 16,373,635 22,525,821 — —
Accounts receivable, less allowance for uncollectible accounts

of $13,576,934 in 2016 and $12,726,450 in 2015 68,896,343 63,125,297 — 46,393
Property tax receivable 10,129,253 9,442,095 — —
Due from:

Primary government — — 779,319 932,942
Component unit 494,984 695,158 — —

Noncurrent assets, required for current obligations 28,943,415 26,253,859 — —
Supplies inventory 5,201,606 4,781,197 — —
Prepaid expenses and other assets 13,862,703 6,359,450 31,723 39,276

Total current assets 187,956,500 159,087,641 2,028,062 2,291,122

Long-term investments 12,596,108 20,859,973 — —

Other noncurrent assets:
Unrestricted for general capital improvements and operations 129,974,874 111,974,300 — —
Restricted for self-insurance reserve funds 5,943,911 5,873,073 — —
Restricted under unearned compensation arrangements 3,528,900 4,111,144 — —
Restricted under revenue bond indenture agreements 7,400,170 7,399,706 — —

146,847,855 129,358,223 — —

Less amounts required for current obligations (28,943,415) (26,253,859) — —

Total other noncurrent assets 117,904,440 103,104,364 — —

Capital assets:
Land 13,413,733 13,413,733 — —
Construction in progress 13,508,462 9,271,433 — —
Depreciable capital assets, net of accumulated depreciation 321,160,593 325,861,024 1,119,559 1,419,760

Total capital assets 348,082,788 348,546,190 1,119,559 1,419,760

Goodwill, intangible assets and other 3,530,969 4,062,020 — —
Total assets $ 670,070,805 635,660,188 3,147,621 3,710,882
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PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY,
WASHINGTON, DBA VALLEY MEDICAL CENTER

(A Component Unit of the University of Washington)

Statements of Net Position

June 30, 2016 and 2015

VMC Component unit – IPV
Liabilities and Net Position 2016 2015 2016 2015

Current liabilities:
Accounts payable $ 18,058,274 16,603,976 156,116 195,589
Accrued salaries, wages and benefits 43,180,436 38,848,283 — 22,892
Due to:

Primary government — — 494,984 695,158
Component unit 779,319 932,942 — —

Other accrued liabilities, including estimated third-party payor
settlements 22,414,368 13,682,895 — —

Interest, patient refunds and other 7,909,239 7,880,259 — —
Current portion of long-term debt and capital lease obligations 8,500,000 8,185,000 258,944 290,848

Total current liabilities 100,841,636 86,133,355 910,044 1,204,487

Unearned compensation 3,528,900 4,111,144 — —
Long-term debt and capital lease obligations, net of current portion 299,358,652 307,683,826 344,235 603,180

Total liabilities 403,729,188 397,928,325 1,254,279 1,807,667

Deferred inflows of resources 26,743,735 9,624,694 — —

Net position:
Invested in capital assets net of related debt 40,084,447 32,643,761 516,380 525,732
Restricted:

For debt service 7,400,170 7,399,706 — —
Expendable for specific operating activities 633,798 611,854 — —

Unrestricted 191,479,467 187,451,848 1,376,962 1,377,483

Total net position 239,597,882 228,107,169 1,893,342 1,903,215
Total liabilities, deferred inflows, and net position $ 670,070,805 635,660,188 3,147,621 3,710,882

See accompanying notes to financial statements.
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PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY,
WASHINGTON, DBA VALLEY MEDICAL CENTER

(A Component Unit of the University of Washington)

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2016 and 2015

VMC Component unit – IPV
2016 2015 2016 2015

Operating revenues:
Net patient service revenue (net of VMC’s provision for uncollectible

accounts of $17,361,673 in 2016 and $17,959,918 in 2015) $ 519,838,301 480,517,818 24,706 497,683
Other operating revenue 36,981,327 35,192,811 9,053,009 9,079,326

Total operating revenues 556,819,628 515,710,629 9,077,715 9,577,009

Operating expenses:
Salaries and wages 260,139,159 234,262,208 — 190,329
Employee benefits 66,855,584 64,293,867 5,610 63,139
Purchased services 84,702,588 75,040,087 786,828 1,247,071
Supplies and other expenses 110,348,238 97,929,456 262,662 602,185
Depreciation 29,019,640 30,557,407 307,261 653,873

Total operating expenses 551,065,209 502,083,025 1,362,361 2,756,597

Operating income 5,754,419 13,627,604 7,715,354 6,820,412

Nonoperating income (expense):
Property tax revenue 19,901,659 18,131,543 — —
Interest income 4,289,732 3,778,753 — —
Interest and amortization expense (17,698,019) (18,059,758) (21,394) (34,699) 
Investment gain (loss), net 376,632 (375,385) — —
Other, net (1,133,710) (888,665) — —
Distributions to members — — (7,703,833) (7,382,760) 

Net nonoperating income (expense) 5,736,294 2,586,488 (7,725,227) (7,417,459) 

Increase (decrease) in net position 11,490,713 16,214,092 (9,873) (597,047) 

Net position, beginning of year 228,107,169 211,893,077 1,903,215 2,500,262
Net position, end of year $ 239,597,882 228,107,169 1,893,342 1,903,215

See accompanying notes to financial statements.
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PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY,
WASHINGTON, DBA VALLEY MEDICAL CENTER

(A Component Unit of the University of Washington)

Statements of Cash Flows

Years ended June 30, 2016 and 2015

VMC Component unit – IPV
2016 2015 2016 2015

Cash flows from operating activities:
Receipts from and on behalf of patients $ 521,386,176 482,501,624 224,722 181,192
Payments to suppliers and contractors (202,856,005) (170,425,416) (1,031,115) (1,692,253) 
Payments to employees (323,244,834) (297,639,954) (28,502) (252,198) 
Other cash receipts 30,818,260 29,286,603 9,053,009 9,079,326

Net cash provided by operating activities 26,103,597 43,722,857 8,218,114 7,316,067

Cash flows from noncapital financing activities:
Cash received from tax levy 19,935,953 18,167,720 — —
Distribution to Valley Medical Center — — (6,363,241) (5,415,096) 
Distribution to noncontrolling member of Imaging Partners at Valley, LLC — — (1,590,810) (1,372,887) 
Other 21,944 198,011 — —

Net cash provided (used in) by noncapital financing activities 19,957,897 18,365,731 (7,954,051) (6,787,983) 

Cash flows from capital and related financing activities:
Principal payments on long-term debt and capital lease obligations (8,185,000) (7,968,374) (290,849) (450,256) 
Interest paid, net of amounts capitalized (17,015,780) (17,255,669) (21,394) (34,699) 
Purchases of capital assets (29,054,188) (12,362,067) (7,279) —
Purchase of Snow Building — (2,397,810) — —
Sale of Auburn property by VMC and capital assets by IPV — 1,287,699 — 89,680
Sale of medical office building 18,500,000 — — —
Other (112,750) 140,927 (32) —

Net cash used in capital and related financing activities (35,867,718) (38,555,294) (319,554) (395,275) 

Cash flows from investing activities:
Distributions from joint venture 6,363,241 5,415,096 — —
Sale of investments and noncurrent assets 26,477,077 33,558,763 — —
Purchases of investments and noncurrent assets (29,174,029) (76,491,924) — —
Investment and interest income, net of amounts capitalized 4,289,732 3,778,753 — —

Net cash provided by (used in) investing activities 7,956,021 (33,739,312) — —

Net increase (decrease) in cash and cash equivalents 18,149,797 (10,206,018) (55,491) 132,809

Cash and cash equivalents, beginning of year 25,904,764 36,110,782 1,272,511 1,139,702
Cash and cash equivalents, end of year $ 44,054,561 25,904,764 1,217,020 1,272,511

 
 
Washington State Auditor's Office

____________________________________________________________________________________________________________________  
 

Page 35



 

PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY,
WASHINGTON, DBA VALLEY MEDICAL CENTER

(A Component Unit of the University of Washington)

Statements of Cash Flows

Years ended June 30, 2016 and 2015

VMC Component unit – IPV
2016 2015 2016 2015

Reconciliation of operating income to net cash from operating activities:
Operating income $ 5,754,419 13,627,604 7,715,354 6,820,412
Adjustments to reconcile operating income to net cash from operating activities:

Depreciation 29,019,640 30,557,407 307,261 653,873
Provision for uncollectible accounts 17,361,673 17,959,918 (47,116) (73,290) 
Income recognized from joint venture (6,163,067) (5,906,208) — —
Loss on sale of capital assets — — 251 120,940
Changes in assets and liabilities:

Accounts receivable (23,132,719) (22,999,462) 93,509 147,799
Due from:

Primary government — — 153,623 (391,000) 
Supplies inventory (420,409) (698,214) — —
Prepaid expenses and other assets (7,503,253) (643,240) 7,553 3,791
Accounts payable (1,193,066) 4,735,141 10,571 32,272
Accrued salaries, wages, and benefits 4,332,153 553,936 (22,892) 1,270
Due to:

Component unit (153,623) 391,000 — —
Other accrued liabilities and estimated third-party payor settlements 8,731,473 7,023,350 — —
Other liabilities 52,619 (1,240,560) — —
Unearned compensation (582,244) 362,185 — —

Net cash provided by operating activities $ 26,103,596 43,722,857 8,218,114 7,316,067

Supplemental disclosure of noncash investing, capital, and financing activities:
Increase in capital assets included in accounts payable $ 2,647,364 28,971 — —

See accompanying notes to financial statements.
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(a) Accounting Standards

’

Basic Financial Statements – and Management’s Discussion and Analysis – for State and Local
Governments “ ”

“ ’ ”

(b) Basis of Accounting

’

(c) Use of Estimates

’

(d) General Accounts

Accounting and Reporting Manual for Hospitals ’
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(e) Cash and Cash Equivalents
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(f) Investments

’

Accounting and Financial Reporting for Certain Investments and for External Investment Pools

(g) Inventories

(h) Capital Assets

’
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(i) Goodwill, Intangible Assets, and Other

(j) Compensated Absences

’

’
’

(k) Payable to Contractual Agencies, Net
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(l) Classification of Revenues and Expenses

’
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(m) Net Patient Service Revenue

’
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(n) Charity Care

’
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(o) Federal Income Taxes

’

’

(p) New Accounting Pronouncements

Fair Value Measurement and Application

(q) Correction of an Immaterial Error

’
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(a) Medicaid Certified Public Expenditure Reimbursement
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(b) Professional Services Supplemental Payment (PSSP) Program
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(c) Hospital Safety Net Program

(d) Meaningful Use Incentives
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(b) Discretely Presented Component Unit’s Capital Assets
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(a) Credit Risk

’
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’

Deposit and Investment Risk Disclosures – an amendment of
GASB Statements No. 3
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(b) Custodial Credit Risk
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(a) Primary Government’s Long-Term Debt
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Series 2011 Bond Issue 

Series 2010 Revenue Bond Issue 

’

’s boundaries. The Series

Series 2008 Bond Issue 
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2022–2026
2027–2031
2032–2036
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(b) Discretely Presented Component Unit’s Capital Lease Obligations
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(a) Professional and General Liability

(b) Changes in the Self-Insurance Reserve – Tail Liability

Accounting and Financial
Reporting for Risk Financing and Related Insurance Issues
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(c) Employee Medical

(d) Workers’ Compensation

’ ’

’

’

’s 403(b)
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Accounting and Financial Reporting for Internal Revenue Code Section 457 
Deferred Compensation Plans

(a) University of Washington

(b) Intra-Governmental Transactions
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(a) Operating Leases

—    

(b) Construction Commitments

(c) Regulatory Environment
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(d) Litigation

material adverse effect to VMC’s future financial positi

(e) Collective Bargaining Agreements

’
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PUBLIC HOSPITAL DISTRICT NO. 1 OF KING COUNTY 
VALLEY MEDICAL CENTER 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
For the Year Ended June 30, 2016 

NOTE 1 – BASIS OF ACCOUNTING 
This schedule is prepared on the same basis of accounting as the District’s financial statements.  
The District reports its financial information in a form which complies with the pronouncements 
of the Governmental Accounting Standards Board and the “Audit and Accounting Guide for 
Healthcare Organizations” of the American Institute of Certified Public Accountants. 

NOTE 2 – PROGRAM COSTS 
The amounts shown as current year expenditures represent only the federal grant portion of the 
program costs.  Entire program costs, including the District’s portion, may be more than shown. 

NOTE 3 – NONCASH AWARDS - VACCINATIONS 
The amount of vaccine reported on the schedule is the value of vaccines received by the District 
during the current year and priced as prescribed by the Washington State Department of Health. 
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ABOUT THE STATE AUDITOR’S OFFICE  

The State Auditor's Office is established in the state's Constitution and is part of the executive 

branch of state government. The State Auditor is elected by the citizens of Washington and 

serves four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 

citizens, by helping governments work better, cost less, deliver higher value, and earn greater 

public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 

resources, we also hold ourselves accountable by continually improving our audit quality and 

operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 

perform audits and investigations. Our audits are designed to comply with professional standards 

as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 

part of all local governments, including schools, and all state agencies, including institutions of 

higher education. In addition, we conduct performance audits of state agencies and local 

governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available 

on our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 

assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office  

Public Records requests PublicRecords@sao.wa.gov 

Main telephone (360) 902-0370

Toll-free Citizen Hotline (866) 902-3900

Website www.sao.wa.gov 
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