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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 

Harborview Medical Center 

King County 

July 1, 2016 through June 30, 2017 

 

SECTION I – SUMMARY OF AUDITOR’S RESULTS  

The results of our audit of the Harborview 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 basic financial statements 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 

Medical Center. 

 

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 deficiencies that we consider to be material 

weaknesses. 
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We issued an unmodified opinion on the Medical Center’s compliance with requirements 

applicable to each of its major federal programs. 

We reported findings that are required to be disclosed in accordance with 2 CFR 200.516(a). 

 

Identification of Major Federal Programs: 

The following programs were selected as major programs in our audit of compliance in accordance 

with the Uniform Guidance.   

CFDA No. Program or Cluster Title 

93.153 Coordinated Services and Access to Research for Women, Infants, 

Children, and Youth 

93.521 The Affordable Care Act: Building Epidemiology, Laboratory, and 

Health Information Systems Capacity in the Epidemiology and 

Laboratory Capacity for Infectious Disease (ELC) and Emerging 

Infections Program (EIP) Cooperative Agreements; PPHF 

93.918 Grants to Provide Outpatient Early Intervention Services with Respect 

to HIV Disease 

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

the Uniform Guidance, was $750,000. 

The Medical Center did not qualify as a low-risk auditee under the Uniform Guidance. 

 

SECTION II – FINANCIAL STATEMENT FINDINGS 

None reported. 

 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED 

COSTS 

See finding 2017-001.  
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

Harborview Medical Center 

King County 

July 1, 2016 through June 30, 2017 

2017-001 The Medical Center did not have adequate internal controls to 

ensure compliance with requirements for time and effort. 

CFDA Number and Title:  93.918 Grants to Provide Outpatient Early 

Intervention Services with Respect to HIV 

Disease (Ryan White HIV/AIDS Part C) 

93.153 - Coordinated Services and Access 

to Research for Women, Infants, Children, 

and Youth  (Ryan White HIV/AIDS 

Part D) 

93.521 — The Affordable Care Act: 

Building Epidemiology, Laboratory, and 

Health Information Systems Capacity in 

the Epidemiology and Laboratory 

Capacity for Infectious Disease (ELC) and 

Emerging Infections Program (EIP) 

Cooperative Agreements; PPHF 

Federal Grantor Name: Department of Health & Human 

Services 

Federal Award/Contract 

Number: 

H76HA00198-24-00 

H76HA00198-25-01 

H12HA28849-01-00 

Pass-through Entity Name: Public Health – Seattle & King County 

Pass-through 

Award/Contract Number: 

1159 PREV  

1589 PREV 

Questioned Cost Amount: $0 

Description of Condition 

In fiscal year 2017, Harborview Medical Center spent $1.6 million and $1 million 

in federal funds under the Ryan White HIV/AIDS Part C and Ryan White 

HIV/AIDS Part D programs, respectively.  The programs provide early intervention 
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services and primary care related to human immunodeficiency virus (HIV) and 

acquired immune deficiency syndrome (AIDS). Specifically, Part C funds provide 

a continuum of HIV prevention for at-risk individuals and care for individuals who 

are HIV-infected, and Part D funds improve access to primary medical care, 

research and support services for women and children with HIV and AIDS. 

Of the $1.6 million spent in Ryan White Part C, $357,067 was program 

expenditures and the remaining was program income generated from the grant. Of 

the $1.0 million spent in Ryan White Part D, $357,903 was program expenditures 

and the remaining was program income generated from the grant. 

The Medical Center used these funds to provide program services at its Madison 

Clinic (Clinic). Employee salaries and benefits totaled $454,196 (99 percent of 

program expenditures) for Part C and $297,465 (83 percent) for Part D. 

The Medical Center also spent $298,950 in federal funds for the Affordable Care 

Act grant.  Employee salaries and benefits totaled $151,951 or 51 percent of 

program expenditures incurred. The program funds are used to address and reduce 

emerging infectious disease and other health threats.   

The Medical Center requires supervisors to review time-and-effort certifications 

for accuracy and to sign each certification to indicate it has been approved within 

30 days of its submission. This process should be completed before requesting 

reimbursement from the awarding agency.  

We reviewed payroll transactions to determine whether supervisors were meeting 

the Center’s 30-day requirement for performing time-and-effort certifications. We 

determined supervisors did not meet the requirement, because the time-and-effort 

certifications we tested were reviewed and signed more than 30 days after they were 

submitted. In several instances, certifications were not signed until after the 

Medical Center already received reimbursement for payroll charges.  

We consider the control deficiency a material weakness. For the Ryan White Part 

C and Part D grants, this issue was the result of conditions we reported in our 

previous audit as Findings 2016-001 and 2016-002. The Medical Center 

implemented our recommendations and improved the timeliness of supervisory 

review and approval of time and effort certifications after our report was issued. 

We subsequently observed improvement over the correction of the prior year 

condition, with staff supporting payroll charged to the grant. 
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Cause of Condition 

Medical Center supervisors did not review time-and-effort documentation for 

payroll costs on time.  

Because the Ryan White Parts C and D conditions were reported in June 2017, the 

Medical Center was unable to implement recommendations and improve timeliness 

of supervisory review and approval of time-and-effort certifications within the audit 

period.  

The change in clinic management of the Affordable Care Act grant resulted in time-

and-effort certifications not being reviewed and approved timely. 

 

Effect of Condition and Questioned Costs 

Without timely review and approval of the certifications, the Medical Center cannot 

ensure reimbursements for payroll costs are appropriate or accurate before the 

federal money is spent. Further, federal grantors and pass-through agencies cannot 

be assured salaries and benefits charged to the program are accurate and valid.  

We reviewed 20 monthly time-and-effort certifications for payroll costs charged to 

the Ryan White Part C grant and determined the following: 

 All 20 certifications we tested were not approved within 30 days after the 

reporting period, as required.  

 Of these 20 certifications, eight (40 percent) were approved after the 

Medical Center had already received reimbursement from the grant for the 

related payroll charges.  

We reviewed 19 monthly time-and-effort certifications for payroll costs charged to 

the Ryan White Part D grant and determined the following: 

 Seventeen of the 19 certifications (89 percent) we tested were not approved 

within 30 days after the reporting period.  

 Of these 17 certifications, 10 (53 percent) were approved after the Medical 

Center had already received reimbursement from the grant for the related 

payroll charges.  

We reviewed 18 monthly time-and-effort certifications for payroll costs charged to 

the Affordable Care Act grant and determined the following: 

 Twelve of the 18 certifications (67 percent) we tested were not approved 

within 30 days after the reporting period. Further, these 12 certifications 
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were approved after the Medical Center had already received 

reimbursement from the grant for the related payroll charges. 

The employees and payroll costs the Medical Center charged to the program were 

appropriate. Therefore, we did not question the costs associated with these 

reimbursements.    

Recommendations 

We recommend the Medical Center train program staff and establish and follow 

internal control processes to: 

 Meet all federal time-and-effort documentation requirements to support 

payroll costs charged to grants. 

Ensure time-and-effort documentation is signed off as reviewed within 30 days of 

the reporting period, and before the federal money is spent.  

Medical Center’s Response 

As mentioned in the auditor’s finding, the Medical Center was made aware of the 

noncompliance with Ryan White Parts C and D time-and-effort certifications in 

June 2017 as part of the prior year’s audit. Procedures to comply with these 

requirements were subsequently implemented following the notification; however 

as the changes were made at the end of the fiscal year, the FY17 audit period was 

prior to when our new procedures were implemented. 

For the Affordable Care Act, there was a change in clinic management that resulted 

in the late review and approvals of time-and-effort certifications. The Medical 

Center will re-train clinic staff on time-and-effort documentation requirements to 

ensure federal requirements are being met. 

Auditor’s Remarks 

We thank the Medical Center for its cooperation and assistance throughout the 

audit. We will review the status of the Medical Center’s corrective action during 

our next audit.  

Applicable Laws and Regulations 

The American Institute of Certified Public Accountants defines significant 

deficiencies and material weaknesses in its Codification of Statements on Auditing 

Standards, section 935, Compliance Audits, paragraph 11. 

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

Requirements, Cost Principles, and Audit Requirements for Federal Awards 
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(Uniform Guidance), section 516, Audit findings, establishes reporting 

requirements for audit findings. 

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

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 303, Internal controls, establishes requirements for 

management of Federal awards to non-Federal entities. 

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

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 430, Internal controls, establishes standards for 

documentation of personnel expenses. 

Statement on Harborview Medical Center Effort Certification Report states to 

“Complete within 30 days after the end of the reporting period.” 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

 

Harborview Medical Center 

King County 

July 1, 2016 through June 30, 2017 

This schedule presents the status of federal findings reported in prior audit periods.  

Audit Period: 

7/1/15 – 6/30/16 

Report Ref. No.: 

1019396 

Finding Ref. No.: 

2016-001 

CFDA Number(s): 

95.153 

Federal Program Name and Granting 

Agency: 

Coordinated Services and Access to Research 

for Women, Infants, Children and Youth 

(Ryan White HIV/AIDS Part D), Department 

of Health & Human Services 

Pass-Through Agency Name:  

N/A 

 

Finding Caption:  

The Medical Center did not have adequate internal controls to ensure compliance with 

requirements over time and effort, program income and reporting. 

Background:  

In fiscal year 2016, Harborview Medical Center spent $1,002,051 in federal funds under the 

Ryan White HIV/AIDS Part D program. The program provides high-quality, early intervention 

services and primary care related to human immunodeficiency virus (HIV) and acquired 

immune deficiency syndrome (AIDS). Specifically, Part D program funds improve access to 

primary medical care, research and support services for women and children with HIV and 

AIDS. The Medical Center used these funds to provide program services at its Madison Clinic 

(Clinic).  

We found the Medical Center’s internal controls were not adequate to ensure compliance with 

the following requirements: 

Program Income 

The Medical Center did not have a process in place to track and monitor income generated 

from the Ryan White HIV/AIDS Part D program separately from other programs and activities 

at the Clinic. 
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Reporting 

Recipients of the Ryan White HIV/AIDS Part D program must report program income to the 

grantor on quarterly reports and the annual Federal Financial Report (FFR). The Medical 

Center reported $0 of program income on all quarterly reports for the grant program; however, 

it generated and reported an annual program income of $714,824 on the annual FFR it 

submitted to the grantor.   

Time and Effort 

The Medical Center used program income to pay for salaries and benefits of Clinic employees. 

We audited the Medical Center’s internal controls over payroll to determine whether salaries 

and benefits paid with program income were adequately supported by time and effort 

documentation as federal regulations require. The Medical Center must ensure salaries and 

benefits charged to the program are based on records that accurately reflect the actual work 

performed, and must include a review process to verify hours reported are equal to actual hours 

worked and billed.  

A portion of the employees who worked at the Clinic were faculty staff members. Faculty staff 

time charged to the Clinic is based on schedules, which are programmed into the timekeeping 

payroll system and automatically charged to the Clinic monthly. There is no process to verify 

that the amount charged reflects actual time worked by faculty at the Clinic before it is charged, 

therefore this does not satisfy the federal time and effort requirements The Clinic Manager 

reviews overall Clinic charges to verify that payroll costs appear accurate; however, this review 

is not documented. As a result, our audit identified faculty staff members whose payroll costs 

were charged to the Clinic, and the Medical Center did not have adequate records to 

demonstrate a review of payroll costs was completed. 

Schedule of Expenditures of Federal Awards  

Medical Center management, the state Legislature, state and federal agencies and bondholders 

rely on the information included in financial statements and supplemental schedules to make 

decisions. Every local government in Washington that spends federal funds must prepare a 

Schedule of Expenditures of Federal Awards (SEFA) as part of its annual financial report. 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements of Federal 

Awards (Uniform Guidance) requires grantees to identify, in their accounts, all Federal 

program awards received and expended and to report all Federal program awards expended on 

the SEFA each fiscal year. When program income is spent, it must be reported on the SEFA. 

Medical Center management is responsible for designing and following internal controls that 

provide reasonable assurance regarding the reliability of financial reporting. Our audit 

identified a significant deficiency in internal controls over financial reporting that affects the 

Medical Center’s ability to produce an accurate SEFA. The Medical Center earned program 

income of $714,824 during fiscal year 2016 and did not report the program income on its 

SEFA. 
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Status of Corrective Action: (check one) 

☒ Fully 

Corrected 

☐ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

In August 2016, prior to the state auditors’ arrival, the Medical Center implemented a process 

to monitor and track program income for the Ryan White Part D program as a result of the 

Health Resources and Services Administration (HRSA) on-site review of the Ryan White Part 

C and Part D programs in March 2016. This will help ensure that the Medical Center is 

accurately reporting program income to the grantor in all required reports and financial 

schedules. 

The Medical Center will require all staff paid with federal funds, as well as those paid with 

program income generated while administering federal programs, to complete time and effort 

certifications to ensure federal time and effort documentation requirements are met. 

Lastly, the Medical Center will ensure that employees responsible for preparing and reviewing 

the SEFA receive proper training so they understand the reporting requirements outlined in 

the Uniform Guidance. 

 

Audit Period: 

7/1/15 - 6/30/16 

Report Reference 

No.: 1019396 

Finding Ref. No.: 

2016-002 

CFDA Number(s): 

93.918 

Federal Program Name and Granting 

Agency: 

Department of Health & Human Services 

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The Medical Center did not have adequate internal controls to ensure compliance with 

requirements over time and effort, program income and reporting. 

Background: 

In fiscal year 2016, Harborview Medical Center spent about $1.66 million in federal funds 

under the Ryan White HIV/AIDS Part C program. The program provides high-quality, early 

intervention services and primary care related to human immunodeficiency virus (HIV) and 

acquired immune deficiency syndrome (AIDS). Specifically, Part C funds provide a continuum 

of HIV prevention for at-risk individuals, and care for individuals who are HIV-infected. The 

Medical Center uses these funds to provide program services at its Madison Clinic. 

We found the Medical Center’s internal controls were not adequate to ensure compliance with 

the following requirements: 

Program Income 

Program income is gross income earned that is generated by activities supported by the Ryan 

White HIV/AIDS Part C award, which includes service charges and third-party reimbursement 
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payments for services performed. The program regulations require grant recipients to add the 

income generated by grant activities to the federal award amount. Program income must be 

used for program purposes and is subject to the same conditions as the federal award. 

The Medical Center did not have a process in place to track and monitor income generated 

from the Ryan White HIV/AIDS Part C program separately from other programs and activities 

at the Clinic. 

Reporting 

Recipients of the Ryan White HIV/AIDS Part C program must report program income to the 

grantor on quarterly reports and the annual Federal Financial Report (FFR). The Medical 

Center reported $0 of program income on all quarterly reports for the grant program; however, 

it generated an annual program income of about $1.2 million. In the annual FFR submitted to 

the grantor, the Medical Center reported program income of $2.1 million, representing program 

income for the Madison Clinic as a whole. 

Time and Effort 

The Medical Center used program income to pay for salaries and benefits of Clinic employees. 

We audited the Medical Center’s internal controls over payroll to determine whether salaries 

and benefits paid with program income were adequately supported by time and effort 

documentation as federal regulations require. The Medical Center must ensure salaries and 

benefits charged to the program are based on records that accurately reflect the actual work 

performed, and must include a review process to verify hours reported are equal to actual hours 

worked and billed. 

A portion of the employees who worked at the Clinic were faculty staff members. Faculty staff 

time charged to the Clinic is based on schedules, which are programmed into the timekeeping 

payroll system and automatically charged to the Clinic monthly. There is no process to verify 

that the amount charged reflects actual time worked by faculty at the Clinic before it is charged, 

therefore this does not satisfy the federal time and effort requirements The Clinic Manager 

reviews overall Clinic charges to verify that payroll costs appear accurate: however, this review 

is not documented. As a result, our audit identified faculty staff whose payroll costs were 

charged to the Clinic, and the Medical Center did not have adequate records to demonstrate a 

review of payroll costs was completed. 

Schedule of Expenditures of Federal Awards 

Medical Center management, the state Legislature, state and federal agencies and bondholders 

rely on the information included in financial statements and supplemental schedules to make 

decisions. Every local government in Washington that spends federal funds must prepare a 

Schedule of Expenditures of Federal Awards (SEFA) as part of its annual financial report. 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements of Federal 

Awards (Uniform Guidance) requires grantees to identify, in their accounts, all federal program 

awards received and expended and to report all federal program awards expended on the SEFA 

each fiscal year. When program income is spent, it must be reported on the SEFA. 
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Medical Center management is responsible for designing and following internal controls that 

provide reasonable assurance regarding the reliability of financial reporting. Our audit 

identified a significant deficiency in internal controls over financial reporting that affects the 

Medical Center’s ability to produce an accurate SEFA. The Medical Center earned program 

income of about $1.2 million during fiscal year 2016 and did not report it on its SEFA. 

Status of Corrective Action: (check one) 

☒ Fully 

Corrected 

☐ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

In August 2016, prior to the state auditors’ arrival, the Medical Center implemented a process 

to monitor and track program income for the Ryan White Part C program as a result of the 

Health Resources and Services Administration (HRSA) on-site review of the Ryan White Part 

C and Part D programs in March 2016. This will help ensure that the Medical Center is 

accurately reporting program income to the grantor in all required reports and financial 

schedules. 

The Medical Center will require all staff paid with federal funds, as well as those paid with 

program income generated while administering federal programs, to complete time and effort 

certifications to ensure federal time and effort documentation requirements are met. 

Lastly, the Medical Center will ensure that employees responsible for preparing and reviewing 

the SEFA receive proper training so they understand the reporting requirements outlined in 

the Uniform Guidance. 
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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 

 

Harborview Medical Center 

King County 

July 1, 2015 through June 30, 2017 

 

Board of Trustees 

Harborview Medical Center 

Seattle, 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 

Harborview Medical Center, King County, Washington, as of and for the years ended June 30, 

2017 and 2016, and the related notes to the financial statements, which collectively comprise the 

Medical Center’s basic financial statements, and have issued our report thereon dated March 30, 

2018. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audits of the financial statements, we considered the Medical 

Center’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 opinion on 

the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 

the Medical Center’s internal control.  Accordingly, we do not express an opinion on the 

effectiveness of the Medical Center’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 Medical Center's financial statements will not be prevented, or 

detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination 
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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 Medical Center’s financial statements 

are free from material misstatement, we performed tests of the Medical Center’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.  However, we noted certain matters that we 

have reported to the management of the Medical Center in a separate special investigation letter 

dated February 16, 2018. 

 

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 

Medical Center’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 Medical 

Center’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.   

 

  

 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 17



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

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 30, 2018 
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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 

 

Harborview Medical Center 

King County 

July 1, 2016 through June 30, 2017 

 

Board of Trustees 

Harborview Medical Center 

Seattle, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 

PROGRAM 

We have audited the compliance of the Harborview 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 Medical 

Center’s major federal programs for the year ended June 30, 2017.  The Medical Center’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 Medical Center’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 
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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 program occurred.  

An audit includes examining, on a test basis, evidence about the Medical Center’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 Medical Center’s 

compliance.  

 

Opinion on Each Major Federal Program  

In our opinion, the Medical Center 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, 2017.   

 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE  

Management of the Medical Center 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 Medical Center’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 Medical 

Center'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. 
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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 control 

over compliance that might be material weaknesses or significant deficiencies and therefore, 

material weaknesses or significant deficiencies may exist that were not identified.  We identified 

certain deficiencies in internal control over compliance, as described in the accompanying 

Schedule of Federal Award Findings and Questioned Costs as Finding 2017-001 to be a material 

weakness. 

 

Medical Center’s Response to Findings  

The Medical Center's response to the internal control over compliance findings identified in our 

audit is described in the accompanying Schedule of Federal Award Findings and Questioned Costs.  

The Medical Center's response was not subjected to the auditing procedures applied in the audit of 

compliance and, accordingly, we express no opinion on the response. 

 

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 30, 2018 
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INDEPENDENT AUDITOR’S REPORT ON  

FINANCIAL STATEMENTS 

 

Harborview Medical Center 

King County 

July 1, 2015 through June 30, 2017 

 

Board of Trustees 

Harborview Medical Center 

Seattle, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the Harborview Medical Center, King 

County, Washington, as of and for the years ended June 30, 2017 and 2016, and the related notes 

to the financial statements, which collectively comprise the Medical Center’s basic financial 

statements as listed on page 25.  

  

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 statements, whether 
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due to fraud or error.  In making those risk assessments, the auditor considers internal control 

relevant to the Medical Center’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 Medical Center’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 Harborview Medical Center, as of June 30, 2017 and 2016, and the 

changes in financial position and cash flows thereof for the years then ended in accordance with 

accounting principles generally accepted in the United States of America. 

 

Other Matters 

Required Supplementary Information 

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

management’s discussion and analysis 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 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.  
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Supplementary and Other Information 

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

collectively comprise the Medical Center’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 30, 2018 on our consideration of the Medical Center’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.  That 

report is an integral part of an audit performed in accordance with Government Auditing Standards 

in considering the Medical Center’s internal control over financial reporting and compliance. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

March 30, 2018  
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FINANCIAL SECTION 

 

Harborview Medical Center 

King County 

July 1, 2015 through June 30, 2017 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2017 and 2016 

 

 

BASIC FINANCIAL STATEMENTS 

Statements of Net Position – 2017 and 2016 

Statements of Revenues, Expenses and Changes in Net Position – 2017 and 2016 

Statements of Cash Flows – 2017 and 2016 

Notes to Basic Financial Statements – 2017 and 2016 

 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Expenditures of Federal Awards – 2017  

Notes to the Schedule of Expenditures of Federal Awards – 2017  
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Operating Revenues 
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Current Liabilities 
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Economic Uncertainty Facing the Healthcare Industry 

UW Medicine/MultiCare Alliance 

UW Medicine Accountable Care Network 
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(a) Accounting Standards

(b) Basis of Accounting

(c) Use of Estimates

(d) Cash and Cash Equivalents
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(e) Assets Whose Use is Limited
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(f) Inventories

(g) Capital Assets

(h) Other Assets

(i) Compensated Absences
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(j) Payable to Contractual Agencies

(k) Classification of Revenues and Expenses

(l) Net Patient Service Revenues
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(m) Accountable Care Network

(n) Charity Care

(o) Federal Income Taxes

(p) Recently Adopted and New Accounting Pronouncements
Accounting and Financial Reporting

for Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statements 67 and 68 
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Postemployment Benefits Other Than Pensions 

Accounting and Financial Reporting by 
Employers for Postemployment Benefits Other Than Pensions

Certain Asset Retirement Obligations, 

Leases
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(q) Reclassifications 
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(a) Medicaid Certified Public Expenditure Reimbursement 
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(b) Professional Services Supplemental Payment and Provider Access Payment Program 
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(c) Hospital Safety Net Program 
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(d) Meaningful Use Incentives 

(e) Other Federal and State Funding 
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(a) Assets Whose Use is Limited 

(b) Board-Designated Assets 
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(c) Investments Restricted for Capital and by Donor 
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Retirement and Other Postretirement Benefit Plans 
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(a) University of Washington 
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(b) Northwest Hospital 

(c) King County 

(d) Summary of Related-Party Transactions for the years ended June 30: 
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(a) Operating Leases 
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CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER 

UNIFORM GUIDANCE 

Harborview Medical Center 

King County 

July 1, 2016 through June 30, 2017 

This schedule presents the corrective action planned by the Medical Center for findings reported 

in this report 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).   

Finding ref number: 

2017-001 

Finding caption: 

The Medical Center did not have adequate internal controls to ensure 

compliance with requirements for time and effort. 

Name, address, and telephone of  Medical Center contact person: 

Lilien Namba 

325 Ninth Avenue, Box 359951 

Seattle, WA 98104  

(206) 744-9711 

Corrective action the auditee plans to take in response to the finding: 

As mentioned in the auditor’s finding, the Medical Center was made aware of the 

noncompliance with Ryan White Parts C and D time-and-effort certifications in June 2017 

as part of the prior year's audit. Procedures  to comply with these requirements    were   

subsequently   implemented   following   the   notification; however as the changes were 

made at the end of the fiscal year, the FYI 7 audit period was prior to when our new 

procedures were implemented. 

For the Affordable Care Act, there was a change in clinic management that resulted in 

the late review and approvals of time-and-effort certifications.  The Medical Center will re-

train clinic staff on time-and-effort documentation requirements to ensure federal 

requirements are being met. 

Anticipated date to complete the corrective action:  April 1, 2018 
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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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