
 

 

Seattle Children’s Hospital: Financial Report #2 

Government relief helps Hospital 
increase profits and build assets 

 
Seattle Children’s Hospital (SCH) received $80 million in CARES Act Provider Relief Funds from 
the federal government. In the two years that the Hospital accepted these payments, it realized a 
net income (profit) of $108 million (FY20) and $359 million (FY21). SCH was able to increase its 
net assets from $3.6 billion to $4.3 billion, a 19% increase, during this timeframe.1 This report 
examines whether Seattle Children’s needed this federal relief and questions how the Hospital 
used the money. 

The level of profit and asset accumulation that Seattle Children’s Hospital saw during COVID-19 
indicates the Hospital did not need CARES Act money. The fact that a hospital as rich as SCH 
received $80 million, when it was at no risk of closure, illustrates the problem with the COVID-
relief spending bill. While rural and poor urban hospitals desperately needed the relief, SCH used 
the money to become even larger and richer. Moreover, while this money could have been spent 
on meaningful raises for its nurses and other hospital staff, instead it was used to achieve desired 
financial outcomes. Nurses and other healthcare professionals are the backbone of our 
healthcare system. Seattle Children’s Hospital should have invested the CARES Act money into its 
nurses instead of using the money to improve its bottom line. 

Background on CARES Act Provider Relief Funds 

The COVID-19 pandemic presented enormous challenges to the US healthcare system. Hospitals 
faced extreme pressure on their operations, and hospital staff dealt with acute stress and, all too 
often, personal trauma. Hospital finances were also challenged due to the cancellation of 
lucrative surgical procedures and elevated supply costs. The CARES Act, a federal spending bill 
that was enacted in the early days of COVID, attempted to address these financial challenges by 
appropriating $178 billion in federal dollars for hospitals and healthcare providers. The Provider 
Relief Fund program was intended to provide “financial support to providers who experienced 
lost revenues and increased expenses during the pandemic in order to maintain national health 
system capacity.”2 

The federal grants had the intended effect of helping to stabilize the healthcare system. Many 
healthcare providers needed additional revenue to survive financially and continue providing 
quality patient care. However, as the pandemic progressed from its initial phase, a critique of the 
method of distribution began to emerge. The first and largest phase of distributions were based 
on prior years’ patient services revenue and Medicare reimbursements, rather than need.3 This 
resulted in many financially successful, asset-rich hospitals receiving a disproportionate level of 

 
1 Seattle Children’s Healthcare System, Financial Statements, Years Ended September 30, 2019, 2020, and 2021. 
2 https://www.hrsa.gov/provider-relief/about 
3 https://crsreports.congress.gov/product/pdf/R/R46897 



 
funding, and rural and/or poor urban hospitals receiving less than needed to provide adequate 
patient care.  

The inequitable nature of these distributions has been broadly covered in national publications, 
including a recent Washington Post article.4 The WaPo story highlights a study conducted by 
State of North Carolina, which found that “taxpayer-funded COVID relief gave a huge wealth 
transfer to North Carolina’s seven dominant hospital systems. While patients and rural hospitals 
suffered, wealthy hospital systems enjoyed record profits.”5  The CARES Act grants received by 
Seattle Children’s Hospital should be analyzed in this context. 

SCH did not need the $80 million it received in CARES Act grants 

Seattle Children’s Hospital is a non-profit hospital, meaning that it does not have shareholders 
and excess revenues are kept within the organization. Most non-profit hospitals still operate 
under conventional business models, however. The wealth generated by the hospitals stays 
within the organization, but that does not mean that maximizing profits and accumulating 
institutional wealth are not priorities.  

Seattle Children’s Hospital has been very successful in generating profits and building its assets.   
It is one of the wealthiest hospitals in the State of Washington. Despite its financial success, the 
Hospital received a total of $80 million in CARES Act grants. This money helped SCH reach very 
successful financial outcomes in both FY20 and FY21.6 

Seattle Children's Hospital: CARES Act Metrics 
  FY20 FY21 
CARES Act Grants Received $64.2 million $15.5 million 
Net Income (profit) $108 million $359 million 

Total (profit) Margin 5.9% 16.2% 
 
A more detailed comparison of Seattle Children’s actual financial outcomes in 2020 and 2021 
demonstrates that it would still have made a profit in both years without a single dollar of CARES 
Act money. It would have done especially well in this hypothetical in FY21, earning $344 million in 
net income with no CARES Act money. This amounts to a 15.6% profit margin.7 

  

 
4 https://www.washingtonpost.com/business/2022/06/22/covid-hospital-relief-fund/ 
5 https://www.shpnc.org/what-the-health/nc-hospitals-profit-during-covid 
6 Seattle Children’s Healthcare System, Financial Statements, Years Ended: September 30, 2019, 2020, and 2021. 
7 Seattle Children’s Healthcare System, Financial Statements, Years Ended: September 30, 2019, 2020, and 2021. 



 
Seattle Children's Hospital: Income Statement - Actual 

 2020 2021 

Operating revenues (non-CARES)  $1,644,316,000  $1,919,508,000 

CARES Act revenues  $64,218,000  $15,466,000 

Total operating revenues  $1,708,534,000  $1,934,974,000 

  

Operating expenses  $1,717,627,000  $1,852,138,000 

Operating income (loss)  ($9,093,000)  $82,836,000 

 

Non-operating income  $117,234,000  $276,166,000 

Net income  $108,141,000  $359,002,000 

Total margin 5.9% 16.2% 

 

Seattle Children's Hospital: Income Statement - Hypothetical, No CARES 

  2020 without 
CARES Act grants 

2021 without 
CARES Act grants 

Operating revenues (non-CARES) $1,644,316,000 $1,919,508,000 

CARES Act revenues none                                  none 

Total operating revenues  $1,644,316,000 $1,919,508,000 

 

Operating expenses $1,717,627,000 $1,852,138,000 

Operating income (loss) ($73,311) $67,370  

 

Non-operating income  $117,234,000 $276,166 ,000 

Net income  $43,923,000  $343,536,000 

Total margin 2.5% 15.6% 

 

  



 
It should be noted that ‘non-operating’ income is an important source of revenue for SCH. In 
FY20, the $117 million SCH earned in non-operating income made the difference between 
profitability and a loss. The non-operating revenue comes largely from the Hospital’s investment 
in financial markets. Returns from the financial markets are more varied than returns from 
hospital operations, as demonstrated by the loss SCH took in FY22 Q2 due to the downward 
market.8  

However, the reality of the current healthcare landscape is that wealthy US hospitals – including 
non-profit hospitals like Seattle Children’s – have chosen to invest huge portions of their assets in 
financial markets. This business model makes quarterly financial results less predictable, but over 
time, wealthy hospitals realize sizable returns from these investments. As such, the $117 million 
and $276 million returns that SCH earned from its financial investments should not be viewed as 
anomalies; rather, these returns should be seen as an important and normal, if variable, 
component of the Hospital’s financial profile.  

Relatedly, the scale of SCH’s asset base (which includes liquid investments) allows it to withstand 
negative financial quarters with negligible risk of it affecting operations or patient care. The 
Hospital had 399 days cash on hand at the end FY21 (September 30, 2021).9 In other words, the 
Hospital has enough liquid assets to operate its hospital and clinics for 399 days normally, even if 
it earned no additional revenue during that time.   

Seattle Children’s Hospital is a historically profitable healthcare organization with a huge asset 
base from which to draw. It did not need the $80 million of taxpayer dollars that it received from 
the CARES Act. This money would have been far better spent supporting Washington’s struggling 
rural healthcare infrastructure. 

SCH used CARES Act money to build its wealth 

The CARES Act grants came with certain conditions. The most relevant for the purpose of this 
report is the condition that the payment “will be used only to prevent, prepare for, or respond to 
the coronavirus and will be used only for health care expenses or lost revenue attributable to the 
virus.”10 The Washington State Nurses Association has a pending Freedom of Information Act 
request into Health and Human Services (the entity responsible for allocating the CARES Act 
grants) for SCH’s report on use of funds. In all likelihood, SCH’s reported use of funds is 
compliant with this broad requirement. Compliance with these conditions does not mean that 
SCH did not use the CARES Act funds to increase its own wealth, however.  

The numbers tell the story. Over the period of two years that SCH received $80 million in 
taxpayer money from the federal government—ostensibly to help it stay afloat—Seattle 

 
8 Seattle Children’s Healthcare System, Financial Statements, Six Months Ended: March 31, 2022 and 2021. 
9 Seattle Children’s Healthcare System, Financial Statements, Years Ended: September 30, 2019, 2020, and 2021. 
10 https://crsreports.congress.gov/product/pdf/R/R46897 



 
Children’s increased its net assets from $3.6 billion to $4.3 billion, a 19% increase. Here is a closer 
look at the increase of assets from 2019 to 2021:11 

Seattle Children's Hospital: Assets 

 2019 2020 2021 

 Current assets  $545,194,000  $543,527,000 $587,548,000 

 Assets  whose use is 
limited, net*  $2,231,131,000 $2,136,723,000 $2,609,363,000 

 Land, buildings, and 
equipment, at cost, 
net  

$1,535,083,000 $1,787,547,000 $1,963,932,000 

 Right-of-use assets  $0  $128,285,000  $112,969,000 

 Other assets, net   $313,013,000  $284,684,000  $362,242,000 

 Total assets   $4,624,421,000  $4,880,766,000  $5,636,054,000 

 

 Total Liabilities   $1,040,658,000  $1,139,453,000  $1,375,002,000 

 Total Net Assets   $3,583,763,000  $3,741,313,000  $4,261,052,000  

 *Mostly SCH's investment portfolio  

 

The increase in assets cannot be entirely attributed to the CARES Act. For one, the Hospital took 
on more debt to finance capital projects, resulting in the value of is property increasing by $430 
million. The robust returns on its financial investments also played a role. However, the CARES 
Act grants it received were an undeniable factor in allowing SCH to amass greater wealth during a 
pandemic. The CARES Act revenues likely went into paying operating expenses, freeing up 
operating revenue that would have otherwise been paying these expenses and thereby 
increasing profitability. SCH would have had the freedom to spend these excess revenues 
(profits) on capital projects, financial investments, executive compensation, or other 
organizational priorities. 

Wealth accumulation was not the only choice 

Seattle Children’s Hospital did not need the CARES Act money, but there are certainly less 
worthwhile recipients of government largesse than a non-profit organization committed to the 
care of children. It is unfortunate then, that the Hospital did not invest more directly in patient 
care and the Seattle community. The federal relief, in theory, gave the hospital flexibility to 
increase its expenses and still maintain profitability. One of the primary expenses for hospitals 

 
11 Seattle Children’s Healthcare System, Financial Statements, Years Ended: September 30, 2019, 2020, and 2021. 



 
are the wages and benefits of nurses and other hospital staff.  Instead of making a meaningful 
investment in the people who provide the care to children, SCH prioritized profits and asset 
expansion. 

Nurses have spent over two years working in one of the most stressful and emotionally draining 
environments imaginable. In these two years, nurses at SCH received just 3% in annual wage 
increases and, unlike other Seattle-area hospitals, did not receive a retention bonus. Meanwhile, 
annual inflation has been as high as 8.5%. The combination of burnout from the pandemic, 
understaffing, and more lucrative options has led to vacancy rates of up to 19% at SCH, a figure 
that equates to approximately 400 RNs. Instead of investing in its workforce and the Seattle 
community by using CARES Act money to provide meaningful raises to nurses and other 
healthcare professionals, SCH prioritized wealth accumulation. 


