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A KI~ lug< A NI)f!RSI!N 1,1,1' 

B.F, POP, T O F IN DI~,PEN DENT AU DITO I~,S 

The East Jefferson I tospilal Board 
Jefferson I'arish l lospital Service District No. 2, 
Jefferson Parish, I.ouisiana: 

W e ]lave audited tile accompanying balance sheets of East Jefferson General Hospital (tile I lospital 
Jefferson Parish Hospital Service District No. 2, a component unit of Jefferson Parish, l.ouisiana) as of 
1)ecem ber 31, 1998 and 1997, and the related statem ents of revenue, expenses and fund balance and cash 
flows for the years then ended. These financial statements are the responsibility of the t lospital's 
m anagem ent. O ur responsibility is to express an opinion on these financial statem ents based on our 
audits. 

t:.xcept as discussed in tim follow ing paragraph, w e conducted our audits in accordance w ith generally 
accepted auditing standards and in accordance w ith the s'tandards for fir~a~cial ax/d~s contained in 

Government Auditing Standards (1994 Revision} issued by the Comptroller General of the United States 
Those standards require that w e plan and perform  the audit to obtain reasonable assurance about 
w hether tim financial statem ents are free of m aterial nlisstatem ent. An audit iucludes exam ining, on a 
test basis, evidence supporting the am ounts and disclosures in the fin ancial statem ents, An audit also 
includes assessing tile accounting priuciples used and significant estim ates m ade by m anagem ent, as w e 
as evaluating the overall financial statem ent presentation. W e believe that our audits provide a 
reasonab]e basis for our opinion. 

G overnm ental A ccounting Standards Board Technical Bulletin 98-1, "l)isclosures about Year 2000 Issues," 
requires disclosure of certain m atters regarding tile Year 2000 issue. The l lospital has included such 
disclosures in N ote 9. Because of the unprecedented natore of the Year 2000 issue, its effects and the 
success of related rem ediation efforts w ill not be fully determ iued until the Year 2000 and thereafter. 
A ccordingly, insufficient audit evidence exis/~ to support the H ospital's disclosures w ith respect to tim 
Year 2000 issue m ade in N ote 9. Further, w e do not provide assurance that tim H ospital is or w ill be Year 
2000 ready, that the H ospital's Year 2000 rem ediation efforts w ill be successful in whole or in part, or that 
parties w ith w hich the H ospital does business w ill be Year 2000 ready. 

lu our opinion, except for tile effects of such adjustments, if any, as might have been determined to be 
necessary had w e been able to exam ine evidence regarding Year 2000 disclosures, the financial statem er~ts 
referred lo above present fairly, in all m aterial respecls, the financial position of the ] lospilal, as of 
I)ecem her 31, 1998 and 1997, and the results of its operalions and it's cash flow s for the years then ended 
in confoHnity w ith generally accepted accounting principles. 

]n accordance w ilh Goverunlent Auditing Standards, w e have also issued a report on our' consideration of 
the ltospital's com pliance and internal controls over financial reporting dated M arch 5,1999. 

The retire m ent plan inform ation on page 18 is not a required part of tim basic financial statem ents, but is 
supplem entary inform ation required by the Governm ental Accountiug Standards Board. W e have 
applied certain lim ited procedures, w hich consisted principally of iuquiries of m anagem ent regarding tbe 
m ethods of m easm em ent and presentation of the supplem entary inform ation; how ever, w e did not audit 
the inform ation and express no opinion on it. 

N ew O rleans, l,ouisiana 
M arch 5,1999 



EAST 1EFFI~RSON GEN ERAL l IOSPITA1 

BAI,AN CE SI IEETS 

D ECEM BER 31 1998 A N D 1997 

ASSETS 

CU RRENT ASSETS: 

Cash and cash equivalents (Notes I and 2) 
Short~tern~ investm ents 
l'alient accm m ts l'eceivable, less allow ance for uncollectible 

accounts (1998 - $23,736,386; 1997 - $22,867,911 ) 
A sset,; w hose use is lim iled and required for current liabilities 
O ther receivables 

hwentories (Note 1) 
Prepaid expenses 

ASSETS W l IO SF. USE IS 13M ITED including cash, cash 

equivalents and investments (Note 2): 
U nder bond ordinances 
By Board for specific purposes 

Total assets w hose use is lim ited 

1.ess am ounts required for current liabilities 

N oncul rent assets "~Arhose use is lim ited 

PROI'EICI'Y, I'LANT AN[) EQUIPMENT, net (Note 3) 
O '1'1 ]liR ASSF.TS: 

Net investment ia direct financing leases (Note 5) 
U nam orfized debt issuance costs 

Other (Note 1) 
Total other assets 

Total 

$ 2,069,091 
94,601,552 

44,696,698 
4,610,334 
3,547,889 
2,371,072 

_ 6 1,~6~6B_,6_2.2 

1997 

$ 7,303,380 
88,555,916 

37,103,489 
4,542,099 
5,079,607 
2,156,122 

_ _  ~5 282,579 

158,065,258 _  15~ 3,1p2 

6,713,567 
122,8_@  1~1775 

129,582,742 

_ ._~4,610,334) 
124.972.408 

_~ 17~241 

8,917,083 
2,468,581 

_  
6 644 7

.
(,7 

_ _  18 030 4~1 

$470,085~338 

8,295,429 

12~ 594,471 

133,889,900 

__ (4,542~099) 

_ _!2~ G 801 

_  16~ 209 

8,689,092 
2,828,729 
8.171.330 

_ _. 19 6~6889~ 151 

$463,557~353 

The accom panying notes are an integral part of these financial statem ents 



EAST IF, FFERSO N G EN ERAl, 1 IO SPITA I 

BAI,AN CE SI 1EETS 

DECF, M BEI~. 31 1998 AN D 1997 

,IA BIldTIES A N D FU N D BALAN Ct 

C URRI';NT I,IABll 3TII'~S: 
Trade accounts payable 
Am ounts due to contractual thirdq)arty payors 
A ccrued interest 
O ther accrued expenses 
Current portion of capilal lease obligation 
Current portion of long-term debt 

Total current liabilities 

A CCF, UI'21) Pt(N SIO N l ,IABI1JTY 

$ 14,799,446 
6,240,305 
1,867,999 
16,271,389 

379,475 

_
2,362,860 

41,921,474 

1997 

$ 17,802,596 
14,552,154 
1,946,915 
16,629,316 

345,897 

__ ~ 249~287 

53,526,165 

6,680,201 6,547,704 

CAPITAL 1,I,;ASE OBLIGATION, less current portion (Note 5) 12,042,210 12,421,684 

I ,ONG-TI-RM 1)I']BT, less cunent po~'tion (Note 4) 

CONTINGI!;NCII(S (Note 7) 

FU N I) BA1,AN CI; 

112,328,196 114,691,057 

297J13,257 

$JZ0,~85,335 $463,557,353 

lhe accom panying notes are an integral part of these financial statem ents 



EAS'L ] N GENERAL I IOSP]TA1 

STATF.M I~N TS O F RF.VEN UE, EXPEN SF.S AN D FUN D BA 1.AN C 

FO F. TI IE YEARS EN DED DIv.CEM I',ER 31. 1998 A N D 1997 

OPI~RATING RI{VEN UES: 
N et patient service revenue 
O ther operating revenues 

Total operating revenues 

O PF.RATING EXI'I';NSES: 
Salaries, w ages and benefits 
Purchased services and other 
Supplies 
l'rovision for bad debts 
D epreciation and am ortization 
Interest expense, net of interest incoll/e from  bond fund 
Jnveslmenls of J,9J 8,540 Jn J 998 allcl $2,013,097 in J997 

Total operating expenses 

IN CO M E FRO M  O PF.RATIO N S 

NON-OI'ERATING GAINS ([,OSSES): 
]llvesln/ell[ illcon/e and other nonoperating revenues 
Rental incom e horn leases 

Community benefit services (Nole 11 

REVF.N UES A N D G AIN S IN EXCF.SS O F EXPEN SES A N [) 
1.O SSES 

FUN I) BALAN CE AT I~E(;1N N IN G O F YEAR 

TRANSFERS TO JtqVFERSON PARISH (Note 1) 

FUN I) BALAN CE AT EN D O F YEAR 

1998 

$243,804,798 
_ 2,445,731 

$210,683,390 
__ 2,366~228 

_ 
246,250,529 21~3~049, 6_18 

113,422,427 
57,068,785 
27,507,587 
18,131,563 
17,196,698 

_23~77_72,5Z5 

. 8,477,954 

13,105,376 
1,357,558 

(949,518) 

_
13,513,416 

21,991,320 

276,370,743 

~ 1,248,85~ 

$29L113,2}7 

104,024,777 
47,531,656 
26,650,132 
14,707,391 
16,08t,273 

3.097.546 

212~095~775 

953.843 

12,124,411 
1,385,355 

__  (930,9111 

1~ 578,855 

13,532,698 

263,725,461 

__  (887,416) 

}276,370,743 

The accom panying notes are an integral part of these financial statem ents 



15A~[[.JEFIq.:RgON GENEIe.AI. ItOSPH'AI 

%'I'ATEM I'~N I'S O F CAStt F1 ~O W S 

I;OR TI ] E YEARS EN 1)F3) DF.CF.M BF.I~. 31 1998 AND 1997 

O PI.3~.ATIN G A CTIVH 'II';S 
lllConle {lonl operations 
Adjustments to reconcile income from operations to net cash 
provided by operating activities- 
Depreciation and am orlization 
lnlerest earned on tm expended bond proceeds 
Interest expense on bonds and capital lease obligations 
Clm nges in operating assets and liabilities- 
Patient accounts receivable 
O ther ~eceivables, inventories and prepaid expenses 
O ther assets, net 
A m ounts due to contractual third-party Payors 
Trade accounts payat,le and accrued expenses 
Accrued pension liabilily 

N et cash provided by operating activities 

CAPH 'A I. A N D I~,I(I.ATEI) H N AN CIN G ACI'IVH 'IES: 
l'urchases of properly, plant and equipm enl 
lqoceeds from  disposals of property, plant and equipm ent 
]'rincipal paym ents on debt and capital lease obligations 
Tax revenue 
Interest paym ents on debt and capital lease obligations 

N et cash used in capital and related financing activities 

N O N -CA PI'I'A I, FIN AN CIN G A C H VH 'IES: 
U m eslricted contributions 
"1 ransfer to Jefferson l'arish 
Com m unity benefit services 

N et cash used in noncapilal financing activities 

IN VESTIN G A CTIVH 1ES: 
]nvestlllent illconle al/d other 
Paym ents received on direct financing leases 
1 ,ease lenlals 
Purdm ses of investment securities 
Proceeds from sales and m aturities of investm ent securities 

N et cash provided by investing activities 

]lwrease Jr1 cash and cash equivalents 
(ash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

$ 8,477,954 $ 953,843 

17,196,698 

(1,918,540) 
6,364,055 

(7,593,209) 
430,725 

1,160,390 

(8,311,849) 
(3,361,077) 

_  132 497 

16,084,273 

(2,013,097) 
5,110,643 

(6,024,566) 
(2,359,824) 
(1,068,990) 
12,971,705 
1,721,566 
2.57,743 

__ _J 2~5577,644 2~ 633~2%  

(20,950,703) 
774 

(2,595,184) 
334 

(6A 42~97_1) 

(29, _9,8LZ5~] 

25,150 

(1,248,856) 
9~ 9~5183 

(34,170,645) 
20,708 

(2,461,353) 
686 

(5A 6%885) 

~ 4~ 780 4~489) 

151,159 

(887,416) 
(930̀911) 

. (2,173~224) 0Zi67,168) 

14,033,114 
272,705 
840,351 

(1,818,121,107) 
. 
1,822,793,491 

10,977,475 
272,705 
897,251 

(612,323,523) 
_ __h~.2.780A34 

__ __ _
19~8185,55454 

~~  ~ 6043~342 

235,224 4,789,981 

7.331.972 

12,357,177 $ 12,121,953 

Tim accom panying notes are an integral part of these financial statem ents 



q~,RSO N GEN ERAl, t IOSPITAL 

N OTF, S TO FIN AN CIAL STATI,~M EN TS 

FO R TI IE YI~ARS EN 1)ED I)ECEM BI,3e, 31 1998 A N D 1997 

SUIvlM ARY ()F SIGN IFICAN3 ACCOUNTING FOI,ICII!S 

East Jefferson General ] tospital (tile Hospital) is organized as Jefferson Parish 1 lospital Service 1)isllict 
No. 2 (the Distrk:t) by tile Parish Council of Jefferson l'arish, 1,ouisiana (tim Parish) under provisions of 
Chapter 10 of Title 46 of tile Louisiana Revised Statutes of 1950 and is exem pt from Federal and state 
incom e taxes. The H ospital operates an acute care hospital and physician practices and ow ns cm lain 
m edical office buildings. The 1 lospital reports in accordance w ith the Am erican Institute of Cm tified 

l'ublic Accountants" (A1CI'A) "Audits of Providers of llealth Care Services" and, as a governmental 
entity, also provides certain disclosures required by the Governm ental Accounting Standards Boa~d 
(GASB). In pleparing the consolidated financial statements, tile Hospital is required to make esllmates 
and assum ptions that affect tile am ounts repm ted in tile financial statem ents and accom panying notes. 
A ctual results could differ from those estim ates. Significant accounting policies used by tile l lospital in 
preparing and presenting its financial statem ents are sum m arized below . 

('asl~. O~d (_'ash lkluivalents 

Cash and cash equivalents include investm ents in highly liquid debt instrum ents w ith an original 
m aturity of three m onths or less, excluding am ounts w hose use is lim ited by board designation m othe~ 
alrangem ents under trust agreem ents or w ith third-party payers. The carrying am ounts reported in tile 
balance sheet for these item s approxim ate fair value. 

Investm ents are recorded at fair value in accordance w ith Governm ental Accounting Standards Board 
Statement No. 31 (GASB 31) "Accounting and Financial Reporting for Certain hwestmenls and fol 
l'~xternal hw estm ent Pools." 

Funds lhat w, ele established in connection w ith the issuance of tile Revenue Bonds are m aintained by a 
trustee in special trusl accounts for the benefit and security of tile holders and ow ners of tile debt and m e 
reported as assets whose use is lim ited under bond ordil;aF, ces. Interest earned on investments in these 
funds is recorded as non-operating incom e, except for interest on unexpended borrow ed funds which is 
recorded as a reduction of interest expense w ithin operations. Interest earned by the investm ents held in 
trust is retained in the funds and used for the purposes described in the respective bond ordinances. All 
other investm ent incom e is recorded as non-operating revenue. 

Jnvenlor~  

Inventory, which consists pJimalily of drugs and supplies, is stated at the lower of cost (first-in 
or m arket. 



l'rc~ exty~ I'lan t and Equipm ent 

l'roperty, plant and equipm ent are slated at cost. Depreciation is provided using tile straight-line m ethod 
over estim ated useful lives as follow s: 

1,and im provem ents 
Buildings 
Fixed equipm ent 

Major movable equipment 
M inor equipm ent 

20 years 
30 years 
15 years 
8 years 
3 years 

Inlerest capitalized on construction, $526,964 in 1998, and $1,80G000 in 1997, is am ort 
straight-.line m ethod over the useful lives of the constructed asseks. 

Cgsts of Bm row ing 

Costs incurred in connection w,i'd/the issum/ce of bonds, including original issue discount, are ato m tized 
over the period the bonds are expected to be outstanding using the interest m elhod. 

Other assets consist primarily of tile t lospilal's interest in a 1 tealth M aintenance Organization (1 IMO) and 
an interest in a shaled laundry co-operative, both of w hich are accounted for under the equity m ethod of 

accounting, and an interest iu a partnership which has developed a medical office building (see Note 5). 

N et Patient Se rvice Revem m 

The l lo!;pital has agreem ents w ith third-party payors that provide for paym ents to the l lospital at 
am ounts different from its established ~ates. N et patient service revenue is leported at the estim ated net 
am ounts realizable from patients, thir& party payors and others for services rendered, including 
estimated relroaclive adjustments under reimbursement agreements. Retroactive adjustments are 
accrued on an estimated basis m the period the related services are rendered and adjusted in future 
periods as final settlem ents are determ ined. G overnm ent health care program  receivables include 

settlements for 1992 and subsequent years which are subject to audit and retroactive adjustment by the 
intelm ediary and the l)epartment of Heallh and H um an Services. M anagement does no! anticipate 
significant adjustments by the intermediary to its recorded M edicare and Medicaid seltlements for the 
years for w hich the interm ediary has not determ ined final settlem ents. Paym ent arrangem ents w ith 

major third-party payors are summarized below: 

~ G overnm ent Pro~oram s - Services rendered to m ost M edicare and M edicaid program beneficiaries are 
paid at prospectively determ ined rates or fee schedules w hich m ay vary according to a patient 
classification system based on clinical, diagnostic and other factors. The ttospital is paid for certain 
cos! reim bursable item s at a tel)tative rate w ith final seHlem ent delerm ioed a/let subm ission of 
annual cost reports by the 1 lospital and audiN thereof by the fiscal interm ediary. 

Cg!;010erciaJ..!jlsur_~g~ - The ] lospital has entered into payment agreements with certain commetcia 
m surauce carriers, heallh m aintenance organizations and preferred provider organizations. The basis 
for paym ent to tile I lospital under these agreem ents includes prospectively determ ined rates per 
disd~arge, discounts from established charges, prospectively determ ined daily rates, and capitated 
per n;em ber per m onth rates. 

The 1 lo{;pital derives a significant amount (approximately 42% in 1998 and 44% in 1997) of its net patient 
service revenue from patients covered by the M edicare and M edicaid program s and by M edicin e health 
m aintenance organization insurance plans. 



Charity Care and Services Provided lo Benefit the Com m units~ 

The l lospital provides care w ithout charge or at am ounts less than its established rates to patients w ho 
m eet certain cliteria under its uncom pensated care policy. Because the t lospital does not pursue 
collection of am ounts deterinined to qualify as uncom pensated care, these am ounts are nol reported as 
revenue. Uncom pensated care provided, ineasured at established rates, approxim ated $4,742,000 in 1998 
and $5,068,000 in 1997. 

Com m unity benefit services represents the cosl of providing services such as am bulance services, public 
speeches on healthcare issues to lhe l'arish, and funding of a com m unity health center. 

The l lospital transferred $651,607 in 1998 and $637,748 in 1997 to the l'arish to fund a medical facility at 
the l'arish prison; additional transfers of $597,249 and $249,668 to fund other Parish programs were m ade 
in 1998 and 1977, respectively. These lransfers have been recorded in the ] lospital's financial statem ents 
as transfers of fund balance. 

_G ift s,.G ranls aiv1 Beqtj c:sts 

G ifts, giants and bequests not designated by donors for specific purposes are reported as nonoperating 
gains regardless of the use for w hich they m ight be designated by the governing board. 

lCeqlassifications 

Cm taiu reclassifications have been m ade to previously reported balances to conform to the current year 
preselltaliou. 

2. CASII AN D IN VESTM t{NTS 

The l lospital's cash, cash equivalents and investm ent balances at Decem ber 31, 1998 and 1997 consist of 
the follow ing: 

(?ash and repurchase agreem ents 
M oney m arket accounts 

Total cash and cash equivalents 
U . S. Govermnent obligations 

Certificates of deposit (with maturities of more than three 
months when purchased) 

A cclued interest leceivable 

Fail m arket value 

Ctlrl elll assets: 
Cash and cash equivalents 
~horl--term illvestm ellts 

A ssets w hose use is lim ited 

l,ess: 1)ue from Jefferson l'arish 

$ 3,803,121 
8,554,056 

12,357,177 
212,555,290 

125,000 

~ 1,1215,918 

$226,253,385 

$ 2,069,091 
94,601,552 
129,582,742 

$ 8,974,251 
3.147.702 

12,121,953 
216,029,685 

125,000 

.__ L4~ 674 

$229,723,312 

$ 7,303,380 
88,555,916 
133,889,900 

_ _  125~884) 

$226,253,385 $229,723,312 



1 .ouisiana state statutes authorize the I lospital to invest in direct obligations of tile U . S. 'i'm astuy and 
other Federal Agencies, tim e deposits w iflr state banks and national banks having their principal office in 
the State of Louisiana, guaranteed investm ent contracts issued by highly rated financial institutions and 
certain investm ents w ith qualifying m utual or trust fund institutions, l.ouisiana statutes also require that 
all of the deposits of the t lospita] be protected by insurance or collateral. Tim m arket value of coIlateral 
pledged m ust equal or exceed 100% of the deposits not covered by insurance. The bank balances of 
deposils at l/ecem ber 31,1998 and 1997 w ere entirely covered by insurance or collateral held by financial 
institutions in the 1 lospital's nam e. 

Tim I lospital's investm ents are categorized below to give an indication of the level of risk assm ned at year 

end. Category (1) includes investments tbat are insured or registered for which the securities are held by 
tim t lospital or its agent in tlle I Iospital's name. Category (2) includes uninsured and unregistered 
investments for which the securities are held by the counterparty's trust departm ent or agent in the 

I lospital's name. Category (3) includes uninsured and unregistered inveshnents for which the securities 
m e held by the counterparty or by its trust departm ent or agent, but not in tim llospital's nam e. Balances 
at D ecem ber 31, 1998 w ere as follow s: 

U .S. G ovenm m nt obligations 
Cash and cash equivalents, 
certificates of deposit and 
accrued intelest receivable 

Credit Risk Care 

~ 23 
o~Qry 

(3~ _ Value 

$ $212,555,290 $ $212,555,290 

13~698~ (095 

$13~698~095 

PI,AN T AN D E U IPM EN'I 

$212,555,290 $ 

roperly, plant and equipm ent at l)ecem ber 31, 1998 and 1997 consisk~ of 

Land and land im provelnents 
Buildings 
l';quipm ent 
Const ructiorl in progress 

Tota 

I,ess - accum ulated depreciation and am ortization 

Property, planl and equipm ent, net 

$ 12,755,843 
147,006,374 
137,359,792 
17~0059,733 

314,181,742 

_ (145~L164~501) 

_$16%017,241 

_ 13~698~095 

$ 226,253,385 

1997 

$ 12,755,843 
146,865,824 
125,791,069 

. 8,283,539 

293,696,275 

_~] 29,19~066) 

$164,497,209 



4. I,O N Gq 'ERM  D IW;1 

I,ong-term debt at l)ecem ber 31, 1998 and 1997 consists of 

Custom ized Purchase 1 Iospital Revenue Bonds, Series 
1985 

1 lospital Revenue Refunding Bonds, Series 1993; 3.1% 
5.7%, due in installm ents to 2016 

N ote payable, collateralized by m ortgage on land and 
m edical clinic building 

l'ota 

1998 1997 

$ 55,000,000 $ 55,000,000 

58,990,000 60,925,000 

701.056 1.015.344 

114,691,056 

_  (~362~86Q) 
$112,328,196 

116,940,344 

_  ..12L249287) 
$114,691,057 

In 1985, the Distlict issued $55,000,000 in Customized Purchase l lospital Revenue Bonds, Series 1985 (Ihe 
1985 Bonds). The proceeds of the 1985 Bonds were used primarily to finance construclion of 
im pro vem ents and pm chases of equipm ent and to fund a debt service zeserve account and capitalized 
inte]est account in accordance w ith the indenture agreem ent. In connection w ith the 1985 Bonds, the 
District received a Transferabk. Irrevocable Direct Pay l,etter of Credit in the am ount of $56,310,960 
issued by, the M itsubishi Bank, t.im ited w hich required the District to establish a collateral tnlst fund 
equal to the am ount of the leller of credit. The letter of credit expired on I)ecem ber 30, 1992. U pon 
expiration of tim letter of credit, the collateral trust fund w as no longer required; how ever, the ] lospital's 
board designated $55,000,000 of investments for tim retirement of the 1985 Bonds. On l)ecember 31, 1992 
a municipal bond insurance policy issued by Financial Guaranty Insurance Company (FGIC) was 
substituted fm the letter of credit. Paym ent of the purchase price of the 1985 Bonds tendered by 
registered ow nm s thereof and not lem aJketed as provided in the 1985 Bond O rdinance, is to be m ade 

pursuaJtt and subject to the terms of t|~e Standby Bond Purchase Agreement dated as of 1)ecembm 1, 
1992, by and between the trustee and FG 1C Securities Purchase, Inc. The Standby Bond Purchase 
Agreem ent is to expire on Decem ber 1, 1999, unless term inated or extended pursuant to its term s plior to 
that date. M anagem ent has expressed its intention to extend the m aturity of tim 1985 Bonds, and 
accordingly, the liability for the 1985 Bonds and the associated Board - Designated investm ents are 
show n as ]ong term liabilities and assets, respectively, at Decem ber 31, 1998. 

On M alch 24, 1993, the District issued $64,575,000 in Revenue Refunding Bonds, Series 1993 (the 1993 
Bonds) to advance refund a portion of tim outstanding 1986 Bonds that carried interest rates ranging from 
3.1% to 5.75%. The $60,960,146 net proceeds (after deduction of $2,048,556 in discounl and payment of 
$1,566,298 in underwriting fees, insurance and other costs of issuance) from issuance of the 1993 Bonds 
w in e invested in U . S. G overnm ent securities and deposited in an irrevocable trus| w ith an escrow agent 
to pro vide funds w hich, together w ith interest earned, are sufficient [o provide for tim paym ent of 
principal and interest on the advance refunded debt. 

On January 19,1999, the District issued $125,000,000 in tJospital Revenue Bonds, Series 1998 (the 1998 
Bonds). The $121,338,000 net proceeds (after deductions of $553,236 in discount and payment of 
$3,108,764 in underwriting fees, insurance and other costs of issuance) from issuance of the 1998 Bonds 
w ill be used to pay or leim burse the D istrict for the costs of the acquisition or construction of capital 
im prow ?m ents, extensions, additions, enlargem ents or alterations to the 1 lospital. The 1998 Bonds carry 

interest rate ranging horn 4.0% to 5.25% and are due in instalhnents through July 1, 2028. 



The 1985, 1993 and 1998 Bonds are collateralized by a pledge of all patient accounts receivable and future 
opeJating revenue of the liospital. Sinking fund paym ents on tile l lospital's Bonds and m aturities of 
N otes l'ayab]e a~e as follow s: 

1999 
2000 
2001 
2002 
2003 
l'hereafter 

Total 
Funded al Decem ber 31, 1998 

TotaI debt, including -1998 bonds 

1998 Bonds O ther ]'eta 

2,415,000 
2,510,000 

_~ 20~ W 5~ 000 

$ 2,362,860 
2,488,196 
2,230,000 
2,345,000 
7,810,(100 
42,455.000 

125,000,000 59,691,056 
55,000,000 

$ 2,362,860 
2,488,196 
2,230,000 
4,760,000 
10,320,000 
162,530,000 

184,691,056 

5~000~o0q 

$ 125,000,000 $114,691.056 $239,691,056 

The Dishict had issued $18,000,000 of bonds to expand and improve the } lospital facilities on Oclober 1, 
1975. t;.ffeclive l"ebruary 1, 1985, the t lospital created an irrevocable trust to provide for paym ent and 

Jeti~ement of the 1975 Series Revenue Bonds (the 1975 Bonds). As the 1 lospital has no further liability 
under tim levenue bond resolution, the transaction w as treated as an early extinguishm ent of debt. O f the 
1975 Bonds which wele defeased, $3,330,000 and $4,790,000, remained outstanding at December 31, 1998 
and 1997, respectively. 

Capital Leases 

D uring 1987, the I lospital granted a ground lease tlu'ough M arch 31, 2017 Io a m edical partnership for the 

puu~ose of constructing a medical building housing a magnetic resonance imaging (M F,1) unit and 
~adiation thelapy (RT) equipment. The improvements on the leased land are to reverl to the 1 lospital 
upon lerm ination of the lease at no cost to the 1 lospital. The ] lospital leases the M RI and RT buikling 
hem the m edicM partnership under a lease w,hicl/expires on M arch 31, 2017. In 1993, the 110spital 
am ended the Ie, .ns of tile lease to levise tim base lental anlounts and elim inate a percentage rent 
lequilem ent contained in the original lease and recorded the lease as a capital lease Jesulting in an 
increase in equipment and capital lease obligations of $5,009,000. Total base rental payments made by the 
1 lospital in connection with the lease of tile M R1 and RT building were approximately $770,000 annually 
during 1998 and 1997. The base rent is to be increased or decreased as m ay be necessary to account for 
increases or decJeases in the l lospital's share of operating and financing expenses, as defined in the 
agleem ent. ]n addition, the portion of tile base rent w hich is in excess of the base operating expense and 

tim base financing expense is subject to a one percent (1%) annual cumulative escalation during the term 
of the lease. 

The 1 lospital granted a ground lease through 1)ecember 31, 2035 to East Jefferson General 1 lospital 
Foundalion (the Foundation), a related party through com mon management, and two other ground leases 
lo developers, for the dew 'lopm ent, construction and operation of a parking garage, and physician office 

buildings, respectively. The developer of one of the physician office buildings (MOB 1) is a limited 
partnership com posed of a 5% general partner, m edical staff physicians w ho are tenants in the building, 

and limited partners. The developer of tile second office building (MOB lI) is a limiled partnership 
com posed of a 5% general partner, m edical staff physicians and the I lospital. The im provem ents 

1"1 



constructed on the leased land are to revert to the H ospital, w ithout cost, npon term ination of tile leases. 
The 1 lospital has a 52.75% lim ited partnership ow nership interest in tile M O B 11 lim ited partnership 
which had assets, primarily building and tenant improvements, of $13.1 m illion and debt of $1"/.4 m illion 
at 1)ecember 31,1998 and had earniugs of $205,000 in 1998. The Hospital leases file parking garage from 
tile Foundation nnder a capital lease w hich expires in 2017 and it is included in buildings at a carrying 
value of $8,347,000, less accumulated amortization of $3,255,000 at December 31, 1998 and $2,977,000 at 
D ecem ber 31, 1997. Base rental paym ents payable to tile Foundation under this lease reim burse tile 
Foundation for tile m onthly debt service. The future m inim um  rental com m itm ents payable at 
1)ecem ber 31,1998 o11 capitalized leases are as follow s: 

1999 
2000 
2001 
2002 
2003 
Thereafter 

Total m inim tnn lease paym ents 

l,ess amount representing executory costs (i.e., operating 
expenses) included in total minimum lease payments 

N et m inim um  lease paym ents 
l,ess alnount representing interest 

Capitalized 
Leases 

$ 1,939,874 
1,945,305 
1,906,746 
1,780,161 
1,785,753 

~ 8~_603 

33,736,442 

_  (8,038,M_8) 
25,698,124 

~1~'~ 2~Z~76 439) 
Present value of net nlininlum lease paym ents 
(iuc t d /g $379,475 classified as a current liability) ~!2,421,685 

The I lospital pm chased tw o m edical office buildings and tile related land for $3,415,000 in October 1987 
and $12,680,000 in Jam~ary 1990, both of which were leased back to the sellers for periods of 30 years and 
50 years, respectively. The land portions of these transactions w ere accounted for as operating leases. In 
October 1992, file land and building purchased by the I tospital in 1987 were donated 1o Jefferson Parish 
and rem oved from the 1 tospital's accounts. The I lospital's rem aining investm ent in land at D ecem ber 31 
1998 was $5,381,000 and tile l lospital is to receive nrinimum future rentals of approximately $410,000 per 
year (aggregating $17,220,000) on this lease. The building portion of the net investment in direct 
financing leases is sum m arized below : 

Total m inim um lease paym ents to be 
received 

l,ess unearned incon/e 

1998 

$ 25,985,310 
(!7~Q068,227) 

$ 25,985,310 
~  2~99G218) 

N et investment in directing financing 
lease $ 8,9!7~0~3 $ 8,689,092 

Am m aI lease paym ents to be received on the rental of tile building for each of the next five yeals iota 
$2,598,529. 

O perali!G .L3ases 

The I lospital leases certain equip1 lent and off ce space under operat /g leases prim arily o / a m onth-to 
m onth basis. 
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6. BI[N EIVIT PI.AN S 

1)escription of l'e~sion Pl_a~! 

Tile I lospital contiibutes to tile Retirement Plan for l"anployees of Fast Jefferson General 1 lospital (the 
I'lan) which is a sblgle-emt~loyer, noncontributory defined benefit public employee retirement system 
(/'El{S). The Plan is sponsored by lhe Hospital Io provide retirement benefits as well as death benefits. AI 
full-tim e em ployees at least 21 years of age w ith at least one year of credited service are eligible to 
participate in tile Plan. Plan benefits vest after five years of credited service. Em ployees w ho retire at or 
after age 62 w ith 10 years of credited service are entitled to an annual retirem ent benefit payable n/onthly 
for life. For tile year ended Decem ber 31, 1998 tile 1 lospital's total payroll for all em ployees w as 

approximately $93,670,000 and tile ] Iospital's total covered payroll (for pension plan participanls) was 
approximately $77,079,000. Covered payroll refers to all compensation paid by the ] Iospital to active 
em ployees coveled by tile Plan on w hich contributions to tile Plan are based. 

The benefit provisions of the Plan consist of current and prior accrued benefits. The current benefit 
provided is equal to .75% of tile participant's annual earnings for each Plan year com m encing after 
1)ecem ber 31, 1988, plus .5% of the pal ticipant's annual earnings in excess of covered com pensatkm , as 
defined by the Plan, for each Plan year com m encing after I)ecem ber 31, 1988, for up to 35 years of benefit 
service. The prior accrued benefit provided w as equal to 30% of tile participant's final average m onthly 
earnings in excess of lhe Social Security M axim um W age Average. Certain Plan participants ate also 
entitled to supplem ental benefits as specifically defined in the Plan. Tim Plan issues a publicly available 
financial report that includes financial statem ents and required supplenm ntary inform ation for I'EV.S 
That ret,m t m ay be obtained by writing to East ]effelson General 1 lospital, Adm inistration 1)epartment or 
by calling (504) 454.-4000. 

l',asisofAccou nting 

The Plan assets are held in various assets including I.J.S. G overnm ent and A gency issues, equity 
securities, m utual funds and guaranteed investm ent contracts w ith a life insurance com pany. 
The Plan's asset value is tire fund value as reported by tile life insurance com pany, w hich is a 

book value with parl of the fund subject to a market value adjustment should the contract be 
term inated. 

_Fl!nding if;talus awM  Progress 

The am ount show n as the pension obligation in tile follow ing table is a standardized disclosure 
measure of lhe present value of pension benefits, adjusted beginning January 1,1999 for the 
effects of projected salary increases estimated to be payable in the future as a result of employee 
service to date. The m easure, w hich is independent of tile actuarial funding m ethod used to 

determine contributions to tile Plan, is tile aciualial present value of credited projected benefils. 
The nwasure is intended to help users assess tim Plan's funding status on a going-concern  basis 
and assess progress m ade in accum ulating sufficient assets to pay benefits w hen due. 



Significant actuarial assum ptions used in 1998, 1997 and 1996 include a rate of relurn oil the 
inveshnent of present and future assets of 8.5% per year com pounded annually and a com bined 

projecled salary increase attributable to inflation and seniority/merit of 5% per year compounded 
annually. 

Annual Pension Cost and N et Pension O blieation 

Annual required contribution 

Adjustment to annual required contribution 
Annual pension cost 

Contribution m ade 

Increase in net pension obligation 

Net pension obligation beginning of year 

N et pension obligation end of year 

Contributions Reouired and Contributions M ade 

$ 1,659,191 

(109,191) 
1,550,000 

(1,417,503) 
132,497 

_ G6 ~ Zo4 

$ 6,680,201 

The ftm ding policy of the Plan provides for acluarially determ ined periodic em ployer 
contributions at rates that, for individual em ployees, rem ain fairly constant over tim e so that 
sufficient assets w ill be available to pay benefits w hen due. The contribution rate for norm al cosl 
is determ ined using the Unit Credit actuarial cost m ethod. The Plan is being funded based on its 
norm al cost, as actuarially determ ined, reduced by am ounts sufficient to am ortize an overftm ded 
am ount horn prior years over a ten-year period. Tile H ospital m ade contributions of 
approxiuaately $1,418,000 in 1998 and $1,357,000 in 1997 and is fully funded according to Internal 
Revenue ~ rvice funding lim itations. A total of $6,680,000 has been accrued as a pension liability 
through Decem ber 31, 1998. Significant actuarial assum ptions used to com pute the conlribution 
required ale the sam e as those used to com pute the standardized m easure of tile pension benefit 
obligation. 

Trend inform ation related to tile Plan is as fonow s 

Fiscal 
Year 

_)5~x~ _ 

12/31/96 

12/31/97 

12/31/98 

Em Dlovee Savines Plan 

A l~nual 
Pension 

Cost (APC) 

1,650,000 

1,615,000 

1,550,000 

Percentage 
of A PC 

19% 

84% 

91% 

N et 
Pension 
ObligKtioIz 

6,290,000 

6,548,000 

6,680,000 

Effective September 15,1989, the Hospital adopted the liast Jefferson General t Iospital Savings Plan (the 
Plan) for tile benefit of eligible employees. Benefits under the Plan are payable upon lhe 
retirement/disability of the participant or termination of the participants' employment. The I lospilal 
believes rite Plan qualifies under Sections 401(a) and 501(a) of tile Internal Revenue Code of 1986, as 
applicable to governm ental plans. 



Em ployees w ho have allained file age of 23 and com pleled one year of service are eligible 1() becom e 

participants in the Plan. l'la~ participants may elect to make aftel-tax contributions (After-Tax Deposits) 
up to a m axinm m of 6% of their Plan Com pensation, as defined in the Plan A greem ent. The Plan 
Agreem ent provides that the H ospital contribute 2% of participants' Plan Com pensation each year 

(1 lospital Basic Deposits) and match participant contributions up to 2% of the participants' Plan 
Coml~ensafion (1 lospital Matching Deposits). 

Plan assets are invested in an equity fund (consisting primarily of common stocks) or a guaranteed 
investment contract fund (with a commercial insurance company), as elecled by plan participants. A 
separate account is established for each plan participant. Participants have a nonforfeitable right to the 
value of their Afler-Tax Deposits at any tim e and becom e 100 % vested in t Iospital Basic Deposits and 
I lospital M atching Deposits upon the com pletion of five years of service. Loans are not perm itted undel 
the teHns of the Plan. 

For the yea~ ended l)ecem ber 31, 1998, the l lospital's total payroll for all em ployees w as approxim ately 
$93,670,000 and the t lospital's total covered payroll (for savings plan participants) was approximately 
$77,079,000. lim ployer contributions and em ployer-paid Plan expenses totaled $2,928,000 in 1998 and 
$2,545,000 in 1997; employee contributions totaled $2,099,000 in 1998 and $1,659,000 in 1997. 

The l lospital provides a supplemental executive retirement plan (SERP) as well as a contributory flexible 
benefit plan to certain key employees. Itospital contributions to the plan were $2,507,000 in 1998 and 
$2,550,000 in 1997. Assets and liabilities associated with the plan were $8,067,000 and $5,165,000 al 
1)ecember 31, 1998 and $7,307,000 and $5,934,000 at December 31, 1997, respectively, and ale included in 
current assets and liabilities in the accom panying financial statem ents. 

7. CO M M ITM I'IN IL% A N D CO N TIN G I~N CIES: 

1)uring 1976, the ~C;tate of Louisiana enacted legislation that created a statutory lim it of $500,000 plus 
interest, costs and future m edical expenses for each m edical professional liability claim and established 

the ] .ouisiana Patient Compensation Fund (Stale Insurance Fund) to provide professional liability 
insurance to participating health care providels. The constitutionality of the statutory lim it has been 
lesled and sustained to date although additional challenges m ay be m ade in the future. The I Iospilal 
participales in the Slate Insurance Fund, which provides up to $400,000 coverage for settlement am ounts 
in excess of $100,000 per claim . The llospital is self-insured with respect to the first $100,000 of each 
claim and has purchased additional coverage through a claim s-m ade policy w ith a com m ercial insm ance 
carrier for losses on claims in excess of $500,000. Any incident occurring prior 1o December 31, 1998 
w hich is not asserted until after insurance coverage term inates, m ay result in a liability to the t lospilal. 
M anagem ent inlends to renew its existing inalpractice insurance policies upon expiration and has no 
reason to believe that il w ill not be able to do so. M anagem ent is unable to estim ate the ultim ate cost, if 
any, of the resolution of such potential claim s, but believes any such claim s, if asserted, w ould be sellled 
w ithin the lim its of the I lospital's insurance coverage. 

The healthcare industry is subject to numerous laws and regulations of Federal, stale and local 
governm ents. These law s and regulations include, but are not necessarily lim ited to, m atters such as 
licensu~e, accreditation, govern m ent healthcare program participation requirem ents, leim bulsem enl for 
patient seJvices, and M edicare and M edicaid fraud and abuse. G overnm ent activity has increased w ith 



respect to investigations and allegations concerning possible violations of fraud and abuse statutes and 
re gulations by healflKale plovidm s in lecent years. Violations of these law s and regulations could result 
in expulsion from  govern m ent healthcare program s together w ith the im position of significant fines and 
penalties, as w ell as significant repaym ents for patient services previously billed. M anagem ent believes 
that the t lospital is currently in com pliance w ith fraud and abuse as w ell as other app]icable governm enl 

laws and regulations. Compliance with such laws and regulations can be subject to future govmnluent 
review end interpretation as w ell as regulatory actions unknow n or unasserted at this tim e. 

l,egislalion and regulation at all levels of governm ent have affected and are likely to continue to affect the 
operation of the l lospital. FedeJal healthcare reform legislation proposals debated in Congress in recent 
years have included the imposition of price controls and/or healthcare spending budgets or targets, 
significant reductions in M edicare and M edicaid program reim bursem ent to hospitals and the prom olion 
of a restructured delivery and paym ent system focusing on com petition am ong providers based on price 
and quality, m anaged care, and steep discounting or capitated paym ent arrangem ents w ith m any, if not 
all, of the ] lospilal's principal payors. 11 is not possible at this tim e to determ ine the im pact on the 
l lospital of govern m ent plans to reduce M edicare and M edicaid spending, governm ent im plem entation 
of national and slate healthcare reform or market-initiated delivery system and/or paymenl melhodolog) 
changes. ] lowever, such changes could have an adverse im pact on operating results, cash flows and 
estim ated debt selvice coverage of the t lospilal in future years. 

The } lospital has been nam ed as a defendant in various legal actions arising froln norm al business 
activities in w hich dam ages in various am ounts are claim ed. The am ount of ultim ate liability, if any, w ifl~ 
respect to such m atters cannot be determ ined, but m anagem ent believes that any such liability w ould not 
have a m aterial effect on the l]ospitaI's financial position. 

The ] lospital has numerous ongoing construction and equipment acquisition projects. The I lospital's 
capital budget for 1999 is approxim ately $34,700,000 of which approxim ately $9,000,000 relates to 
infornlalion syslen/s iluprovem ents. 

8. CO N CEN TRATIO N S O F CREDIT RISK 

The 1 lospital grants credit w ithout collateral lo its patients, m ost of w hom  are local residenls and are 
insured under third-party payor agreem ents. The m ix of receivables from  patients and third-party paym s 
at I)ecem ber 31, 1998 and ] 997 w as as follow s: 

M edicare 
M edicaid 

9. "YI{AR 2000" ISSU ES (U N AU DrFE1) 

] 998 

39.1% 
6.0 
30.4 
"J0.9 

j3._6 

;9o.o% 

39.0% 
5.5 
26.8 
12.1 

O~=h 

joo.o% 

l",ast Jefferson General t IospitaI has instituted and m aintained a com prehensive program to insure that 
the 1 lospital is Year 2000 com pliant. This "due diligence" effort is directed not only at inlernal system s 
but also at those external system s, such as product vendors and service providers, w ho assist the l lospita 
in m aintaining efficient daily operations. The Y2K program is structured in four independent yet 
integrated focal points, M edical Devices, Life Safety, Telecom m unications, Inform ation Syslem s. 
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East Jeflerson General 1 lospital started working on the Year 2000 project several years ago and as such 
the ] lospital had time to Jeplace/upgrade systems as part of tile normal capital replacement/upgrade 
program avoiding rem ediation. 

A w areness 

General aw areness of the Year 2000 issues w as initiated ill late 1996 and then brought to the Inform ation 
Systems Steering Committee and Board of Directors in June 1997. A full awareness campaign followed 
thereafter. 

Ill M arch of 1998, a M edical Devices Steering Com m ittee w as com m issioned to address issues concern ing 
the Year 2000 bug and all non-inform ation system s devices; m ost notably M edical Devices. It w as the role 
of this group to define the exact size of the problem in term s of "affected device" identification, establish 
criteria for categorizing "risk of patient injury" due to Y2K failure, develop an accurate cost estimate of 
rem ediation, provide a detailed plan for the rem ediation of all identified devices, identify possible 
rem ediation process resources and define m ethods for dissem inating relevant illform ation to the hospital 
staff. 

Ill June of 1998, an Executive Committee was formed to provide a forum and appropriate mechanism for 
adm inistrative review , resolution of global Y2K issues and rapid decision m aking. For the Year 1999, the 
I lospital's governing board approved a budget for the funding of the rem ediation of all M edical, 
Teleconlm unication, Life-Safety devices and system s. 

A ssessm ent 

In O ctober 1997 the Board of D irectors approved an outside consultant to assist the ] lospital w ith the 

century date change planning and impact assessment. F.ast Jefferson General compleled an inventory of 
com puter softw are and hardw are that m ay be affected by the Year 2000 issue. A risk analysis w as 
conducled that defined four risk areas and an im t~lem entatior, approach w as developed. 

U tilizing an already established, up-to-date database of m edical devices, each device w as graded by 
degree of risk to patient safety against its potential for Y2K failure. All departm ents w ere polled as to the 
com pleleness of the inventory and the feedback of the departm ent's expertise w ith regard to "risk for 
patient injury" was eagerly solicited. Each device's manufacturer was interrogated as to their "publicly 
stated" position for their product's Y2K com pliance status. Utilizing this data, tile I Iospital established a 
com prehensive and detailed database of all "affected m edical devices" trackiug both the cost and 
m ethods of rem ediation. In those instances w here affected devices or system s are com plex and highly 
technical, tile l tospital em ployed industry experts to assist w, ith assessm ent and rem ediation. 

East Jefferson General strategically purchases software packages rather than develop in-house software 
code. Therefore, East Jefferson General does not have to actually remediate (change code), but rather 
install and test versions of vendors' softw are packages that are Y2K ready. This state is considered dela 
planning and im plem entation and has been underw ay since 1997. The ] ]ospital has ill excess of 70 
softw are packages that need to be upgraded and tested. A ssistance for outside consultants and 
specialized vendors is being utilized. 

For each "affected m edical device," the l lospital is ill the process of either purchasing upgrades and 
replacem ent products or outlining tile 1 lospital's "m anual interventions" that w ill ultim ately render al 
devices Year 2000 com pliant. P, esources em ployed to perform the rem edialions vary w ith each device 

and are drawn either from file ] ]ospital's own biomedical staff, specified departmental staff, and/or 
com pany biom edical representatives. All rem ediations are specifically docum ented and logged. 
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Validatio~Z]~ tj~g 

As staled above, m edical devices are very diverse in nahn'e and the m ethods em ployed to validate them 

are just as varied. All testing and validation procedures are both documented and logged. In rare cases 
validation testing has been identified by tile m anufacturer as being both prohibitive and counter- 
productive. In such cases, Ibe H ospital has com plied w ith tile m anufacturer's J'ecolllrnendaliol'tS and as 
substitute obtained explicit docum entation explaining tile technical issues at band and containing a 
"form al statem ent of responsibility" fl'om  tile m anufacturers. 

I)ue to the unprecedented nature of tile Year 2000 issue, its effects and tile success of related rem ediation
, 

elf m rs w ill not be fully determ inable until the Year 2000 and lhereafler, and m anagem ent cannot assure 
that tile l Jospital oi those w ith w hom ille 1 lospilal conducts business w ill be ready. 
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](AgT TEFFER~O N G I".N ERA], ] IO~P1TAI 

!~.E~3UIRI;D SUPIq 3;,M F, NTARY RETIREM ENT P1 .AN INFOI~.M ATI(/N 
.(Unaudited~ 

A ctuarial Valuation Date 

Actuarial Value of Assets (AVA) 

Actuarial Accrued Liability (AAL) 

F.xcess of Assets over AA1. (UAA1.) 
Funded Ratio 

A nnual Covered Payroll 

U A A1. as % of Payroll 

DEC32M BER 31 1998 

lJ 1 / 99 1/~ 98 

$ 25,761,027 

25,110,946 

650,081 

102.6% 

77,079,097 

0.8% 

$ 24,007,805 

22,268,371 

1,739,434 

107.8% 

71,380,919 

2.4% 



A I<It 1ul~, A NI)I!RSI!N l,l ,1~ 

REPO Ie, T O N CO M PLIAN CE AN D O N IN TERN AL CO N TRO L O VER FIN A N CIA l. 
]@ :PO RTIN G BASED ON A N A U DIT O F EIN A N C1A1. STATEM EN TS PERFO RM H ) IN 

A CCO RDAN CE W ITH GOVERN M EN T A U DITIN G STA N DA RD S 

The Fast Jefferson Hospital Board 
Jefferson Parish Hospital Service District No. 2, 
Jefferson Parish, Louisiana: 

We have audited the financial statements of East Jefferson General I Iospital (tile t Iospital - Jefferson Parish 
1 lospital Service District No. 2, a component of Jefferson Parish, Louisiana) as of and for the year ended 
1)ecem ber 31, 1998, and have issued our report thereon dated M arch 5, 1999, w hich w as qualified because 
insufficient audit evidence exists to support the 1 lospital's disclosures w ith respect to the Year 2000 issue. 
Except as discussed in the preceding sentence, w e conducted our audit in accordance w ith genre ally accepted 
auditing standaids and the standards applicable to financial audits contained in Governm ent Auditing 
Standards issued by tile Com ptroller G eneral of tile U nited States. 

A s part of obtaining reasonable assurance about w hether the I Iospital's financial statem ents are free of 
m aterial m isstatem ent, w e perform ed tests of its com pliance w ith certain provisions of law s, regulations, 
contracts and grants, noncom pliance w ith w hich could have a direct and m aterial effect on the determ ination 
of fin ancial statem ent anm unts, t low ever, providing an opinion on com pliance w ith those pro visions w as no 

an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of nonconl.pliance that are required to be reported under Goverun;ent Auditing 
Standards. 

~ler JLalff4m t r uI (~,er_Fi u mgial ReA~or tiw~ 

In planning and perform ing our audit, w e considered the t lospital's internal control over financial reporting 
in u~del lo determ ine our auditing procedures for tile purpose of expressing our opinion on the financial 
statem ents, but nut to provide assurance on tile internal control over fiuancial reporting. O ur consideration of 
tile internal contrul over financial reporting w ould not necessarily disclose all m atlers in tile internal control 
over financial reporting that m ight be m aterial w eaknesses. A m aterial w eakness is a condition in w hich the 
design or opm aliun of one or m ore of the internal control com ponents does not reduce to a relatively low level 
the risk that m isstatem ents in am ounts that w ould be m aterial in relation to tt/e financial statem ents being 
audited m ay occur and not be detected w ithin a tim ely period by em ployees in the norm al course of 
perforndng their assigned functions. W e noted no m atters involving tile internal control over financial 
reporting and its operation that w e consider to be m aterial w eaknesses. 

This report is intended for tile inform ation of tile Board of Directors and m anagem ent, how ever, Ibis report is 
a m atter of public record and its distribution is not lim ited. 

N ew O rleans, I.ouisiana 
M arch 5, 1999 



A ~<Jt IuR A NI)I~RSf~N lJ ,1' 

REPO RT O F IN DEPEN DEN T A U DITO RS O N OTH ER FIN AN CIAl. IN FO RM ATION 

The Easl Jefferson I tospital Board 
Jefferson l'arish t tospital Service District No. 2, 
Parish of Jefferson, State of Louisiana: 

O ur audits w ere conducted for the purpose of form ing an opinion on the financial statem ents taken as a 
w hole. The follow ing other finaucial inform ation, as listed on the contents page, is presented for purposes of 
additional analysis and is not a required part of the financial statem ents of the t lospital. Such inform ation, 

except for the pages marked "unaudited," on which we express no opinion, has been subjected to the auditing 
procedures applied in our audits of the fin ancial statem ents taken as a w hole. 

N ew O rleans, Louisiana 
M arch 5, 1999 
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RO U I'I N E SI!I{VICES: 
M edical and surgical 
h'del]sive care 

Coronary caTe 
Psychiatric care 
N ursery 

C)bsletrics 
Rehabilitation 
Skilled nursing facility 

A N CII.1.ARY SI~F.VICI{S 
A m bulance 
A nesthesiology 
Blood bank 
Cardiology 
Central supply 

l)ialysis 
Elecloencephalography 
l'm eH[~ency services 
Endoscopy 
1 lom c health 

N GEN ERAL I IO SPI'I'A1. 

PATIENT SERVICE Ct 1ARGES BY I)EPAI{TM ENT 

I,abor and delivery 
I .aboratory 
M agnetic resonance im aging 
N uclear m edicine 
O ne day s~.ay 

Operating and recovery 
O utpatient screening 
Pharm acy and I.V. solution 
l'hysical therapy 
Physician netw ork revenue 

Radialion therapy 

Radiology 
Respiratory care 
W oulld care cenIer 

I'F, O VISIO N t:OR CO N TRACTUA l, A LI.O W A N CE 

13N CO M I)EN SATED CAF, E 

N FT PATIENT SEF, V1CE REVEN UF, 

Year Ended D ecem ber 31,1998 

~ 3a_ligd~t Outl2alient _ 

$ 34,834,103 
12,317,062 
3,923,810 
4,698,061 
5,449,033 

3,198,862 
7,606,199 
9,160,253 

1,651,277 
7,172,100 
4,477,632 
21,478,753 
18,772,917 

1,579,312 
311,037 

5,642,367 
1,952,046 

4,977,321 
25,924,624 
1,439,385 
1,417,900 

34,267,621 
113,276 

57,841,837 
7,129,897 

589,992 
18,135,772 
22,626,470 

__  13~!25 

$ 2,496,632 

441,706 

38,984 
3,914,298 

4,087~18 
6,837,213 
971,769 

8,774,168 
3,618,308 

224,390 
11,395,808 
4,730,392 
2,029,310 

788,397 
9,972,251 
4,373,165 
2,470,865 
3,854,085 

20,753,420 

8,737,100 
403,313 

15,869,067 

5,939,038 
22,047,038 
2,255,445 
~s85~ 291 

~$ 318ff00.044 _ "/48,408,771 

Tola 

$ 37,330,735 
12,317,062 
3,923,810 
5,139,767 
5,449,033 

3,237,846 
11,520,497 
9,160,253 

5,738,595 
14,009.313 
5,449,401 
30,252,921 
22,391,225 

1,579,312 
535,427 

17,038,175 
6,682,438 

2,02%310 

5,765,718 
35,896,875 
5,812,550 
3,888,765 
3.854.085 

55,021,041 
113,276 

66,578,937 
7,533,210 
15,869,067 

6,529,030 
40,182,810 
24,881,915 
1,396,416 

467,108,815 

(218,561,547) 

~ 4 7~42,470~ 

243,804,798 



]e()UTIN E SERVICES: 
M edical and surgical 
ll;tel;sive care 

Coronary caTe 
Psychiatric care 
N ursery 

O bstetrics 
F, ehabilitation 
Skilled nuts ~g facility 

AN CILLARY SH ~,VICES 
A m b~dance 
A nesthesiology 
P, lood bank 
Cardiology 
Cen traI su pply 

D ialysis 
Electoencephalography 
'Fanergency services 
Endoscopy 
1 lom e health 

EAST IEFFERSON G ENERAI~ 1 IOSPH'AL 

PATIEN T SERVICE CI IARGF, S BY DI(PARTM EN T 

1.abor and delivery 
1 ,aboratory 
M agnetic resonance im aging 
N uclear m edicine 
O ne day stay 

O perating and recovery 
Occupational m edicine 
Outpatienl screening 
Pharm acy and 1.V. solution 
Physical therapy 
Physician netw ork revenue 

P, adiation therapy 
F, adiology 
l(espiralory caze 
W otm d care eenler 

1T'OVIC;ION FO I~ CO N TI~.ACTU AL ALLOW AN CI 

U N CO M I'I~NSATlq) CA P, E 

N ET I'ATII';N T SliRVICE REVEN U t; 

~;nde d Decem ber 3] 
O utp__a'dent 

Year 

__ _h~ patient_  

$ 33,972,132 
10,824,094 
3,411,206 
4,210,032 
3,946,215 

2,590,391 
7,717,539 
9,128,993 

1,604,104 
7,211,629 
4,358,160 
20,855,949 
17,891,921 

1,692,120 
274,651 

5,176,727 
1,663,947 

4,210,160 
23,915,635 
1,205,616 
1,284,532 

35,417,863 

111,891 
52,453,867 
6,795,75l 

648,472 
14,571,060 
20,258,571 

4,780 

$ 2,454,515 

118,607 

92,919 
3,526,325 

4,115,203 
6,408,934 
857,094 

7,553,546 

3A35,780 

180,200 
10,622,148 
3,659,061 
2,862,029 

926,212 
8,547,135 
4,032,457 
2,201,662 
3311,884 

19,369,838 
393,870 

7,516,859 
328,066 

12,997,513 

6,641,184 
16,224,124 
1,944,880 

__  
1,131 8,82"2"1 

297,408,008 ~$131,253,866 

!99~7_ 
Total 

$ 36,426,647 
10,824,094 
3,411,206 
4,328,639 
3,946,215 

2,683,310 
11,243,864 
9,128,993 

5,719,307 
13,620,563 
5,215,254 
28,409,495 
21,327,701 

1,692,120 
454,851 

15,798,875 
5,323,008 
2,862,029 

5,136,372 
32,462,770 
5,238,073 
3,486,194 
3,]11,884 

54,787,701 
393,870 
111,891 

59,970,726 
7,123,817 
12,997,513 

7,289,656 
30,795,184 
22,203,451 
1 136601 

428,661,874 

(212,910,570) 

.G 067G 91A ) 

$ 210,683,390 



EAST JEFFERSON GF.N ERAL 110SPfI'AL 

O TI ]ER FdqVEN U E AN D PRO VISION FO R CO N TRACTU Al. AI ].O W AN CES 

OTI IF, R REVEN UF,: 
Cafeleria 
F, ducational fees 
Special m eals 
Vending m achines 
Telephone 
M edical record abstract 
Elder advantage fees 
Central supply 
M isceIIaneous 

PROVISION FOV, C()NTRAC I'UAI, A1.LOW AN CES 

Medicare contractual adjustments 
Medicaid contractual adjustments 
M anaged care discounts 
Obslelric package discounts 

24 

Year Ended D ecem ber 31, 1998 

$ 1,324,534 
24,856 
500,111 
197,917 
5,521 
6,028 
19,140 
2,084 

365.540 

$ 1,246,407 
39,217 
443,544 
147,840 
2,796 
27,374 
24,453 
8,407 

426.190 

$ 2,445.731 $ 2,366.228 

$ 142,351,537 
10,470,019 
65,413,559 

326,432 

$ 146,953,986 
11,331,104 
54,233,320 

39~L60 

$ 2! 8,56],547 ~; 2] 2,910,570 
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EAST |EFFERSON GEN ERAL 110 SPITA1 

SCIOEI)UI2E O1,_" I_q3_QPERTY, PI.ANT AND EQUIPM EN1 

1 ,and 
land im provem ents 
Buildings 
I;ixed eqtfipm ent 

M ajor movable equipment 
M inor equipm ent 
Construction in progress 

l,and 
1,and im provem en[s 
Phfildings 
Fixed equipm ent 

M ajor movable equipment 
M inor equipm ent 
Construction in pro gress 

January 1, 
1998 A dditions 

$ 9,801,678 
2,954,165 

146,865,824 
59,956,976 
63,614,366 
2,219,727 

_ _  
8~ 283,539 

{~ 293~69G275 

27,265 
929,318 

11,161,771 
56,155 

__  8,776,194 

$ 20.950~703 

Transfers 
and 

~ msals 

113,285 

(964,053) 
392,610 

(7,078) 

1)ecem ber 31 
1998 

$ 9,801,678 
2,954,165 

147,006,374 
59,922,241 
75,168,747 
2,268,804 

_  ! 7,059~73~ 

_$ (465.236) $ 314,181,742 

Accum ulated Dep_g,ciation a~~d A!nor|izat!5).!! 
Transfers 

January 1 
1998 

2,429,799 
39,535,966 
46,669,515 
38,505,135 
2.058,651 

$129.199,066 

and 

~ ?sals 

72.063 
5,953,277 
3,452,881 

6,837,383 (465,236) 
115,067 

I)ecem ber 31 
1998 

$ 
2,501,862 
45,489,243 
50,122,396 
44,877,282 
2,173,718 

J G430.671 $ (465.236) $145.164.50] 



EAST 1EFFERSON GEN ERAL ] IO SPITAL 

IOSPlTAL STATISTICS (UN AU D]TED 

lnpatients (excluding nursery) 
N u rsery - new l)orn and neonatal 

Patient clays of service - total 

Inpatients (excluding nursery) 
N ursery - neonatal 
a ulsery - new born 

Special care units days of service (included in inpatient days of 
service above): 
Psychiatric unit 
Rehabilitation unit 
Skilled nursing facility unit 

A verage daily census 

lnpatients (excluding nursery) 
N ursery - neonatal 
N tnsery - new born 

]'eJcenta ge of occupancy: 

lnpatients (excIuding nursery) 

M edicare percentage of total patient days 

Average length of stay (days): 
]npatients (excluding nursery) 
N ulsery - new born and neonata 
Psychiatric unit 
Rehabilitation unit 
Skilled nursing facility unit 

Year Ended Decem ber 31 
1998 

22,087 
20,124 
1,963 

31,637 
2~,736 
2,988 
3,913 

6,806 
9,152 
21,686 

360.6 
341.7 
8.2 
10.7 

74.8% 

61.5% 

6.2 
3.5 
7.5 
17.7 
14.8 

20,831 
19,100 
1,731 

125,007 
119,943 
2,106 
2,958 

6,073 
9,241 
21,598 

342.5 
328.6 
5.8 
8.1 

71.9% 

65.2% 

6.3 
2.9 
6.3 
18.6 
15.1 



Ambulance runs (net) 

Anesthesiology cases 

Cardiology: 
Cath lab procedures 
N oninvasive procedures 

EEG tests 

Em ergency room visits 

Endoscopy procedures 

1,abolatory uniis of service 

O perations perform ed 
O pen heart operations 

EAST 1EFFERSO N G EN ERAL I IO SPITAL 

H OSPITAL STATISTICS (UN AU DITED 

l'hysical therapy relative value units 

Recovery Ioom  visits 

F.espiratory care units of service 

F, adiology: 
1)iagnostic exam s 
C I' scans 
N uclear n/edicine exan/s 
U ltrasonic procedures 
Special procedures 
M RI procedures 

Full4im e equivalent em ployees 

Year F, nded 1)ecem ber 31 

1998 ~ 997 

13,637 

14,696 

14,533 

14,010 

1,551,633 1,474,224 

7,844 
53,622 

1,935 

2,493 

53,884 

10,290 

6,225,681 

14,953 
5O3 

164,649 

9,447 

463,250 

72,017 
8,205 
8,042 
5,915 
3,190 
5,439 

7,273 
50,119 

1,722 

1,893 

50,750 

8,530 

6,308,659 

14,154 
518 

156,576 

8,905 

406.443 

81,396 
12,013 
6,773 
9,819 
3,407 
5,521 

2,337 2,157 





M arch 5, ] !)99 

East ]effersolX General 1 lospital 

Suite ./500 
P01 St ('hades Arc, 
Nmv O J I,.sm v* IA 7{ 
b01 !,~il ,4M 

As part of otlr audit of file financial statements for East Jefferson General Hospital (EJGH) for 
the ),ear ended Decem ber 31,1998, w e considered the l lospital's internal control structm'e in 
determ ining the scope of our audit procedures for the purposes of rendering an opinion on the 
financial statem ents. W hile our prim ary purpose in this engagem ent w as not to provide 
asstnances on the internal control structure, w e noted th0 inat[ers oul]ined below that w e w all[ 

to bring to your attention. 

(_
',2cdil

. Bala_lyqes 

Credit balances w ere not considered in tile calculation of the alIow ance for doubtful accounts. VVe 
reconrm end that a report be generated that details credit balances by aged financial class and that 

I!JGIt persomlel us(i this report to consider gross debit balances in the allowance template to 
im prove the estim ate at the reserve for bad debts. 

M al,aaaaaaaaa~ gem enl_R esponse 

M anagcmeJ~ agrees ~(,iIll Arlllm  A1Mcrscu's ot,~'Foah'071 aad is 1~(~{, iuch(diltg credit 
of its COllsiderations for adjusting its estimate of bad debts and artier nllo~vmlces. 

AlJow an~Le for F i,Aal!cial Class G 
Financial ('lass G is com prised of patients w ho are covered by both M edicaid and som e other third 

party payoJ. EJG! 1 does not provide a reserve for contractual adjtlstments for accounts receivable 
balances in Financial Class G which are less than 380 days old. W e recom mend that EJG} I include 
Financial Class G in tile calculation for the allowance for contractual adjustments to avoid 
understating, the reserve. 

Aqaliagemellt agrees with Arlhur Aildersen's obser~alion ntld has adjllsled its procedlm'S fi~r 
estimating contrachlnls aJld other allm(~ances (o include t'iuaacial Class G accomlls of less lhan 180 
days old. 

- 1 - 



Cavitated Referral 

W ith the increase in covered lives under capitated plans, EJGI t has an increased risk of incurring 
"referral charges" for covered lives who go to a healthcare provider other fllan EJGH for treatment. 
Despite the increase i1"~ activity in the capitated plans, the accrual for referral charges rem ained at 
the sam e balance as last year. W e reconm ~end that EJGH m onitor the level of referral charges 
throughout the ),ear and adjust the accrual accordingly. 

~lana~em enl R es~m nse 

M anagement agrees wilh Arthur Andersen's obsem~ation and will adjust these estimates in 
accordance wilh changing activity during the year. 

CII' and Cavitalized Interest Transferred to l'ropertv 

Only a relatively sm all am ount of CIP w as transferred to property in 1998 even though there w ere 

a number of projects that were substantially complete. Because of the large amounts associated 
with CIP projects and the effect that they may have on depreciation, it is important to periodically 
evaluate the construction projects to determine if a transfer to property is necessary. In addition, 
the portion of capitalized interest (recorded in one separate account within CIP in interim periods) 
that relates to completed construction projects should be added to the balance of the project when 
it is transferred to property. 

M anagem ent R esponse 

M anagement agwes with Arlhur AnderRm ' s obser~ations and is changing its process to include more 

timely transfi~r of lhese projects in to the depreciation records of the Hospital. 

l ny
.elD to~ ' 

A new inventory m anagem ent system  w as im plem ented this year that does not recognize that an 
inventory item  as having been received until the invoice is received. In m any cases, there is a lag 
betw een the tim e the goods are received and the tim e the invoice is received w hich results in an 
understatem ent of inventory as w ell as accounts payable, since inventory item s are physically on 
hand, but not yet recorded in the system  as inventory and as accounts payable. M anagem ent 
should im plem ent procedures to address this issue at period-end. 

Aqanaeem enl R 

Management agrees with Arlhur Andersen's obsen,alion and is in the process of converling lhe 
financial system and gaining and training experience wlative to the utilization of this syslem. |Ate 
plan to have the proceduws in place prior to the period enclosed ~r 1999. 

- 2 - 



EfJPN M al)aggd C05e 

A form al contractual allow ance and bad debt reserve m ethodology should be deveIoped to ensure 
the adequacy of the allowance and consistency of reporting for EJPN. The volume of business at 
East Jefferson Physician Network has continued to grow since its inception, m aking consistent 
application of a standard m eflm dology increasingly im portant to providing a m echanism for 
m anagem ent to easily m onitor and record reserves. 

M dllal~elllelll i eslm nse 

M anagement concurs with the recommendation and plans to imph'ment by June 30, 1999. M onthly, 
management will review the aged accounts receivable trial balance by financial class and devise a 
methodology It) rese77~e for uncollectibles based on payor class and age. 

Inform ation System s 

Overall, EJGtt operates in a highly complex technical environment. Information Systems 
Departm ent personnel are highly com petent and have developed policies and procedures to 
m anage the risks associated w ith a com plex environm ent. A quality assurance function 
incorporated into the East Jefferson audit function structure would also help reduce the risk in this 
area by providing an independent, external view of Inform ation System s operations. Internal 
audits could include review s of user access rights and com pliance w ith departm ent policies and 
procedures. An audit function w ould also provide a w ay of assuring tlxe m etl'tods and procedures 
of vendors and out-sourced functions conform  to contract specifications. 

M anagem ent Reslm nse 

M anagement agrees wilh lids observalion. In a highly complex technical environment, quality 
assarance fi)r Information Systems operations should be incorporated inlo lhe East Jefferson Gem'ral 
audit function. Policy changes have been implemented to ensmv that comlmler software remains year 
2000 conqdianl once soflware has been ~vmedialed. East Jeffi~rson General conlracled IBM ~)r year 
2000 lvmedialion and has implemented a new quality cont*vl melhodology. 

An Accelerated Improvement Process (AIP) regarding user access included internal audit. "Ibis 
iml~roz~enlenl l~rocess lvsltlled in quicker and more accurate respon~" fi~r R'curily access to infimnation 
syslems. 7he plan is to further utilize the AIP process to address user access rights and complianor 
w~ Ih deparl men I policies. 

Several information systems areas have been outsourced. "lhese include network communications, 
help desk, server management and year 2000 wmediation. Each contracl is managed by tracking 

deliverables and related cost in order lo ensure vendors confi)rm to contract specificalions. 

Very truly yours, 

- 3 - 


