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INDEPENDENT AUDITO R 'S REPO RT 

Board of Directors 
W est Jefferson Service Corporation 

W e have audited the accom panying statem ent of net assets of W est Jefferson Service 

Corporation (the "Service Corporation", a component unit of a political subdivision of Jefferson 
Parish, Louisiana) as of December 31, 2003 and the related statements of revenues, expenses an d 
chan ges in net assets an d of cash flow s for the year then ended. These financial statem ents are 
the responsibility of the Service Corporation's m anagem ent. Our responsibility is to express an 
opinion on these finan cial statem ents based on our  audit. W e did not audit the financial 
statements of the Service Corporation's 50% joint venture investments in W est Jefferson MRI, 
LLC and W est Jefferson Sur gery Center, LLC, whose financial statem ents reflect total equity of 
$772,709 and $1,978,564, respectively, as of December 31, 2003 an d net income of $1,776,871 
an d $2,609,385, respectively, for the year then ended. Those statements were audited by other 
auditors whose report has been furn ished to us an d our opinion, insofar as it relates to th e 
am ounts included for the investm ent in W est Jefferson M RI, LLC and W est Jefferson Surgery 
Center, LLC is based solely on th e report of the oth er auditors. 

W e conducted our audit in accordance w ith  auditing standards genera lly accepted in the United 
States of Am erica and th e standards applicable to finan cial audits contained in Government 
Auditing Standards, issued by th e Comptroller General of the United States. Th ose standards 
require that we plan  an d perform the audit to obtain reasonable assurance about whether the 
financial statem ents are free of m aterial m isstatem ents. An audit includes examining, on a test 
basis, evidence supporting th e am ounts and disclosur es in the financial statem ents. An audit also 
includes assessing the accountin g principles used an d significan t estim ates m ade by 
m anagem ent, as well as evaluating th e overall finan cial statem ent presentation. W e believe that 
our audi t provides a reasonable basis for our  opinion. 

In our opinion, the finan cial statem ents referred to above present fairly, in all m aterial respects, 
the financial position of the Serv ice Corp ora tion as of Decem ber 31, 2003 and the results of its 
operations an d cash flows for the year then ended in conform ity with accounting principles 
generally accepted in th e United States of Am erica. 



The M anagem ent's Discussion and Analysis listed in the Table of Contents is not a requL~d part 
of the basic financial statem ents but is supplem entary inform ation required by th e Governm ent 
Accounting Standards Board. W e have applied certain lim ited procedures, which consisted 
principally of inquiries of m anagem ent regarding m ethods of m easurem ent and presentation of 
the supplem entary inform ation. However, we did not audit th e inform ation and express no 
opinion on it. 

In accordance with Government Auditing Standards, we have also issued our  report dated M arch 
3, 2004 on our consideration of the Service Corporation's internal control over financial 
reportin g and our tests of its compliance with certain provisions of law s and regulations. That 
report is an  integral part of an audit perform ed in accordance with Government Auditing 
Standards an d should be read in conjun ction with this report in considering the results of our 
audit. 

M arch 3, 2004 



 

W EST JEFFER SO N SERVICE CORPO RATIO N 
M ANAGEM ENT'S DISCUSSION AND ANALYSIS (M D&A) 

Decem ber 31, 2003 

The M anagement's Discussion and Analysis ("MD&A") offers the readers of the W est Jefferson 
Service Corporation's ("Service Corporation") financial statements this narrative overview and 
analysis of the finan cial activities of the Serv ice Corporation for the year ended December 31, 
2003. The information presented here should be considered in conjunction with the 
accom panying f'm ancial statem ents and the notes to the finan cial statem ents. 

OVERVIEW  

The Serv ice Corporation has been organized as a nonprofit corp oration established to operate 

exclusively for the support an d benefit of W est Jefferson Medical Center ("Medical Center"); 
carry out the goals, objectives, an d purposes of the Medical Center; and develop and facilitate 
various health service activities, including joint venture activities, for the benefit of the Medical 
Center, as auth orized by Louisian a Statutes and Regulations. 

During th e year ending December 31, 2003, total net assets decreased by $4,161,973 due 
prim arily to th e donation of land an d buildings to the M edical Center as discussed below . 
During the year ending December 31, 2002, total net assets decreased by $759,487. 

Additionally, during 2003, the Serv ice Corp oration acquired severa l parcels of lan d and a 

building, which are adjacent to the M edical Center's main campus. The total cost of the 
properties acquired during 2003 was $225,176. The Service Corp oration plans to donate these 
parcels of lan d and the building to the M edical Center. The acquisition of these properties will 
enable the M edical Center to grow as needed to m eet the future healthcare needs of the 
com m unity. 

The Service Corporation an d Omega Claims Services, Inc. ("Omega") on June 30, 2003 entered 
into a Business Referral Agreement with another third-party administrator ("TPA"). The 
Agreem ent provides for Om ega to refer th eir clients to such TPA an d cease its operations. In 
retu rn, Om ega would be com pensated for the referrals as retained. 

The Service Corp oration has remained debt free, other than norm al accounts payable. All oth er 
assets and liabilities rem ain consistent with the prior year . 

BUSIN ESS OPERATION S 

The Serv ice Corp oration generates m ost of its operating revenues from leasing equipm ent and 
from  rental incom e. For the year  ending December 31, 2003, operating revenues decreased 
$416,197, which was primarily due to a decrease in the number of physician groups provided 
services by the Service Corporation. Additionally, the Service Corporation generates most of its 
operating expenses from  indigent care, depreciation, legal fees and the serv ices provided to 
physician gr oups. For the year ending December 31, 2003, operating expenses decreased 
$753,266 from 2002, which was a result of a reduction of personnel expenses primarily related to 
Om ega ceasing operations on Jun e 30, 2003. Also included in 2003 operating expenses was 

$313,818 in depreciation expense and $1,007, I 11 of indigent care the Service Corporation paid 
on behalf of the M edical Center for healthcare provided to indigent patients. 



 

W EST JEFFERSO N SERVICE CO RPO RATION 

MANAGEM ENT'S DISCUSSION AND ANALYSIS (M D&A) (CONTINUED) 
Decem ber 31, 2003 

The Service Corporation generates most of its non-operating revenues from its joint venture 
investm ents in related lim ited liability com panies. For the year ending December 31, 2003, 
investment income increased $1,394,592. The increase in investm ent income was primarily due 
to an increase in investment income on joint venture investm ents in W est Jefferson MRI, LLC 
and W est Jefferson Surgery Center, LLC. In addition, $5,152,798 in properties was donated to 
th e M edical Center by th e Service Corporation in 2003. 



A SSETS 

W EST JEFFERSON SERVICE CO RPO RATION 
STATEM ENT O F NET A SSETS 

Decem ber 31, 2003 

Current A ssets 
Cash and cash equivalents 
Accounts receivable 
Prepaid expenses 

Total Current Assets 

Investm ents, at fair value 

Property, plant and equipm ent, net 

Other assets 

Total Assets 

LIABILITIES 

Currem  Liabilities 
Accounts payable and accrued expenses 
Due to M edical Center, net 

Total Liabilities 

NET A SSETS 

Invested in Capital Assets 
Unrestricted 

Total NetAssets 

See accom panying notes to financial statem ents. 

5 

$ 818,440 
112,746 
130,917 

4,036,831 

1,178,294 

1,377,637 

7,654,865 

44,264 
17,916 

1,178,294 
6,414,391 



 

W EST JEFFERSO N SERVICE CO RPO RA TIO N 
STATEM ENT O F REVENUES, EXPENSES, AND CH AN GES IN NET ASSETS 

Year Ended Decem ber 31, 2003 

OPERATIN G REVENUES 
Charges for services 
Lease and rental incom e 

Total Operating Revenues 

OPERATING EXPEN SES: 
Personnel costs 
M aintenance operations an d 

contractual services 
M aterials an d supplies 
Depreciation expense 

Total Operating Expenses 

Operating Loss 

NON-OPERATING REVENUE (EXPENSES) 
Investm ent incom e 
Interest in com e 
Donation of properties to M edical Center 
Allocation of indigent care expenses 

Total Non-Operating Expenses 

Decrease in N et A ssets 

NET A SSETS, Decem ber 31, 2002: 
Balan ce, as previously reported 
Balan ce, prior period adjustment - error due to 2002 

joint venture investm ent expenses not recorded 
Balan ce, as restated 

NET ASSETS, DECEM BER 31, 2003 

See accompanying notes to financial statements. 
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$ 1,167,569 
610,850 

1,778,419 

793,110 

806,238 
127,068 
313 818 

2,040,234 

(261,815) 

2,222,290 
37,461 

(5,152,798) 
(1,007,111) 

(3,900,158) 

(4,161,973) 

11,837,274 

(82,616) 
11,754,658 



W EST JEFFERSO N SERVICES CO RPO RATION 
STATEM ENT OF CASH FLO W S 
Year Ended Decem ber 31, 2003 

CASH FLOW S FROM  OPERATIN G ACTM TIES 
Cash received from  custom ers 
Cash paid for operational expenses 
Cash paid for personnel costs 
Cash paid to suppliers 

Net Cash Flows from Operating Activities 

CASH FLOW S FROM  CAPITAL AND RELATED 
OTHER ACTIVITIES: 
Purchase of land an d building 
Payment of indigent care expenses 

Net Cash Flows from Capital and 
Related Other Activities 

CASH FLOW S FROM  INVESTIN G ACTIVITIES 
Redemption of certificate of deposit 
Proceeds from th e sale of investm ents 

Proceeds from joint venture income 
Purchase of investment in joint ventures 
Receipt of interest incom e 

Net Cash Flows from Investing Activities 

NET 1N CREASE IN CASH 

CASH AND CASH EQUIVALENTS 
DECEM BER 31.2002 

CASH AND CASH EQUIVALENTS 
DECEM BER 31,2003 

RECONCILIATION OF OPERATING INCOM E 
TO NET CASH FLOW S FROM  OPERA TIN G 
ACTIVITIES: 
Operating loss 
Add: Depreciation expense 

(Increase) decrease in current assets: 
Accounts receivable 
Prepaid expenses 

Increase (decrease) in current liabilities: 
Accounts payable an d accrued expenses 
Due to W est Jefferson M edical Center 

Net cash flows from  operating activities 

See accom panying notes to financial statem ents. 

$ 1,856,231 
(1,010,407) 
(797,277) 
(127,068) 

(78,521) 

(225,176) 
(1,007,111) 

(1,232,287) 

100,000 
33,231 

1,542,745 

(2,000) 
37,461 

1,711,437 

400,629 

417,811 

$ (261,815) 
313,818 

122,330 

(29,134) 

11,791 
(235,511) 



W EST JEFFERSO N SERVICE CO RPO RATION 
NO TES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 

NO TE 1 - SUM M ARY O F SIG NIFICANT ACCO UN TING PO LICIES 

Organization 

W est Jefferson Service Corporation (the "Service Corporation") operates under the jurisdiction 
of the Parish Council of Jefferson Parish. The Serv ice Corporation is un der the m anagem ent of a 

Board of Directors appointed by the Board of Directors of W est Jefferson M edical Center, (the 
"M edical Center") an d its primary purpose is to support the activities of the Medical Center. 

Until it entered into a Business Referral Agreem ent on June 30, 2003 and ceased operations, th e 
Service Corp oration provided m anagement consulting serv ices to its wholly-owned subsidiary

, 

Omega Claims Services, Inc. (a claims administration service). See Footnote 9. In addition, the 
Service Corp oration is th e leasing agent for various m edical office buildings owned by the 
M edical Center. 

The Serv ice Corp oration is exem pt from Federal an d State incom e taxes. 

The Serv ice Corporation's finan cial statem ents are prepared on the accrual basis of accounting 
and in accordance with accoun ting principles generally accepted in the United States of Am erica 
and also provides certain disclosures required by the Governm ental Accounting Standar ds Board. 

The preparation of financial statem en ts in conformity w ith accounting principles generally 
accepted in the United States of Am erica requires m anagem ent to m ake estim ates and 
assumptions that affect the reported am ounts of assets and liabilities an d disclosure of contingent 
assets an d liabilities at th e date of the financial statem ents and the reported am oun ts of revenues 
and expenses during the reporting period. Actual result could differ from  those estim ates. 
Significant accounting policies followed by the Serv ice Corp oration in its financial statem ents 
are summ arized below . 

Cash and Cash Eouivalents 

Cash an d cash equivalents include investm ents in highly liquid debt instrum ents w ith an  original 
maturity of three months or less. 

Accoun ts Receivable 

Accoun ts receivable represent am ounts invoiced for telephone an d billing serv ices provided to 
physicians groups. No allowance for uncollectible accoun ts was established as m an agem ent 
considers all accoun ts receivable to be collectible. 

Investm ents 

The Service Corp oration reports in accordance with GASB Statem ent No. 31, "Accounting an d 
Finan cial Reporting for Certain Investm ents an d for External Investm ent Pools" an d accordingly

, 

investm ents are carried at fair value in the statem ent of net assets an d all investm ent incom e
, 



 

W EST JEFFERSON SERVICE CORPORATIO N 

NOTES TO FINANCIAL STATEM ENTS (CONTINUED) 
Decem ber 31, 2003 

NO TE 1 - SUM M ARY O F SIGNIFICANT ACCO UNTING AND FINANCIAL  

REPORTING POLICIES (CONTINUED) 

including changes in the fair value of investm ents is recognized in the statem ent of revenues and 
expenses and changes in net assets. 

Prooertv. Plant and Eouiom en 

Property, plant and equipm ent is stated at acquisition cost, net of accum ulated depreciation, 
calculated on th e straight-line basis over estim ated useful lives ran ging from  3-25 years. 

Lease and Rental Incom e 

Lease an d rental incom e include fees earned as a comm ission an d rental fees on leased buildings 
and im aging equipm ent. 

Investm ent incom e represents the Service Corporation's share of earnings an d distributions 

received from medical related joint ventures, which are accounted for using the equity method of 
accounting. 

NO TE 2 - TRA NSA CTION W ITH AFFILIATES 

The Service Corporation purchase serv ices from  the M edical Center, including certain ancillary 
services, occupancy, personnel costs an d equipm ent rentals. Billings for these services provided 
by the M edical Center were $1,074,051 in 2003, of which $63,934 is payable to the M edical 
Center as of December 31, 2003. The M edical Center also paid th e Service Corp oration fees of 
$154,385 in 2003 for managing its professional office buildings of which $46,018 is an  accounts 
receivable as of December 31, 2003 from  the M edical Center. 

Effective January 1, 2000, the M edical Center entered into a lease with the Serv ice Corporation 
to /ease im aging equipm ent. For the year ending Decem ber 31, 2003, th e am ount paid to the 
Serv ice Corp oration related to this lease was $386,490. 

For the year ending December 31, 2003, the Serv ice Corporation funded $1,007,111 to the 
M edical Center for indigent care. 

For the year ended Decem ber 31, 2003, the Service Corp oration perform ed accounting services 
for the W est Jefferson Sur gery Center, LLC in the amoun t of $5,100. 



 

W EST JEFFERSO N SERVICE CO RPORATIO N 

NOTES TO FINANCIAL STATEM ENTS (CONTINUED) 
D ecem ber 31, 2003 

NO TE 3 - CONCENTRATIO N O F CREDIT RISK  

The Service Corporation m aintains it cash in bank deposit accounts at high credit quality 
financial institutions. The balances, at tim es, m ay exceed federa lly insured limits. At December 
31, 2003, the Service Corp oration's uninsured cash balances totaled $592,400. 

NO TE 4 - INVESTM ENTS 

The Service Corp oration's investm ents are categorized below to give an  indication of the level of 

risk assumed at December 31, 2003. Category (a) includes investments that are insured or 
registered or for which th e securities ar e held by the Serv ice Corp oration or its agent in the 
Service Corporation's name. The investment in Category (b) includes un insured and 
unregistered investm ents for which the securities are held by the counterp arty's trust departm ent 
or agent in the Service Corporation's name. Category (c) includes un insured and unregistered 
investm ent cuts for which the securities are held by th e counterparty or by its tru st departm ent or 
agent, but not in th e Service Corp oration's nam e. Balan ces at Decem ber 31, 2003 are as follows: 

U.S. Governm ent and Federal 
Agencies' securities 

Total investm ents 

(a) (b) (c) 

$ $ 4,036,831 $ 

$ $ 4.036.831 $ 

NOTE 5 - PROPERTY, PLANT, AND EQUIPM ENT 

Property, plant, and equipm ent at Decem ber 31, 2003 consist ot~ 

Land an d land im provem ents 
Buildings 
M RI equipm ent 
M ovable and other equipm ent 

Total, at cost 
Less - Accumulated depreciation 
Property, plant and equipm ent, net 

Additions to property, plant an d equipm ent for 
primarily for lan d an d a building totaling $225,176 
year ending December 31, 2003. 

$ 352,254 
441,155 

1,586,298 
1,582,831 

3,962,538 

(2,784,244 ) 
$~_!,178,294 

th e year ended December 31, 2003 were 
Depreciation expense was $313,818 for the 

The Service Corp oration's Boar d of Directors approved a resolution in Decem ber 2002 to 
authorize the Service Corp oration to donate approximately $5.1 million of land and buildings to 
the Medical Center for the Avenue "B" Expansion Project, a Child Care Education Center an d 
Ground Level Parking Phase II. This donation was m ade in 2003. 



 

W EST JEFFER SO N SERVICE CORPO RATIO N 

NOTES TO FINANCIAL STATEM ENTS (CONTINUED) 
Decem ber 31, 2003 

NO TE 6 - INVESTM ENT IN LIM ITED LIABILITY COM PANIES 

The Service Corporation is a mem ber of four lim ited liability companies, W est Jefferson M RI, 
LLC ("MRI"), W est Jefferson Surgery Center, LLC ("Surgery Center"), W est Jefferson CT Scan, 
LLC ("CT Scan") and W est Jefferson Sleep Center, LLC ("Sleep Center"). 

M RI was organized on Jan uary 23,2001 in the State of Louisiana for the purpose of operating a 

free-standing magnetic resonan ce imaging (MRI) center in M arrero, Louisiana. Surgery Center 
was organized on M ay 26, 2000 in th e State of Louisiana for the purpose of opera ting a free- 
standing am bulatory  sur gical care center. CT Scan  was organized on Sep tem ber 12, 2003 in the 
State of Louisian a for the purpose of operating a diagnostic center offering Com puterized Axial 
Tomography (CT) scanning. Sleep  Center was organ ized on Sep tember 12, 2003 in the State of 
Louisian a for the purpose of operating a diagn ostic center for sleep disorders . 

The Serv ice Corp oration has a 50%  interest in th e above described lim ited liability compan ies 
an d accounts for its 50% interest using the equity method. As of December 31, 2003, the CT 
Scan and Sleep Center have not comm enced operations and the am oun t of investm ent in each is 
$1,000. 

The following inform ation is a sum m ary of the financial statements and operations of M R/an d 
the Sur gery Center for th e year  ended Decem ber 31, 2003: 

W est Jefferson M R/  LLC 

Current A ssets 
Property and Equipm ent, Net 

Total Assets 

Current Liabilities 

Total Liabilities 

Equity 

Operating Revenue 
Net Incom e 
Distributions 

$ 1,164,894 
9,823 

1,174,71,7 

$ 3,936,619 
$ 1,776,871 
$ 1,619,900 



 

W EST JEFFERSON SERVICE CORPORA TION 

NOTES TO FINANCIAL STATEM ENTS (CONTINUED) 
D ecem ber 31, 2003 

NOTE 6 - INVESTM ENT IN LIM ITED LIABILITY COM PANIES (CONTINUED) 

W est Jefferson Sureerv Center. LLC 

Current Assets 
Property and Equipm ent, Net 
Other Assets 

Total Assets 

Current Liabilities 
Long-Term  Debt 

Total Liabilities 

Equity 

Operating Revenue 
Net Incom e 
Distributions 

NO TE 7 - RELATED PAR TY LEASES 

$ 1,453,447 
942,991 
500,000 

243,314 
674,560 

917,874 

$ 1.978.564 

$ 7,114,688 
$ 2,609,385 
$ 1,465,590 

The Service Corporation leases office space from the M edical Center. Both parties have not 
form ally executed a docum ent specifically setting forth th e term s of the lease. The m onth ly rent 
for the Serv ice Corp oration is $346 per month and rent expense for the year ending December 
31, 2003 was $4,147. In addition, there was rent expense paid by th e Service Corporation's 
wholly-owned subsidiary, Om ega Claim s Serv ices, Inc., during the year ending Decem ber 31, 
2003 in the amount of $12,515. 

Total rent expense for the year ended December 31, 2003 was $16,662 

NOTE 8 - PRIOR  PERIOD ADJUSTM ENT 

Net assets for 2002 have been restated to correct an error resulting from  start-up expenses th at 
were recorded in th e Surgery Center but not accounted for by the Serv ice Corp oration. The 
effect of this error decreased net assets for 2002 in the am oun t of $82,616. 

NO TE 9 - BUSINESS REFERRAL AGREEM ENT 

The Service Corporation an d Omega Claims Services, Inc. ("Omega") on June 30, 2003 entered 
into a Business Referral Agreement with another third-party administrator ("TPA") of health care 
plan s. The Agreem ent provides for Om ega to refer th eir clients and in retum  be compensated for 
th e referrals retained by the TPA. For the year ending Decem ber 31, 2003, Om ega did not 
receive any compensation from such Agreem ent. 
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INDEPENDENT AUDITO R 'S REPO RT O N CO M PLIANCE AND ON INTERNAL 
CONTR OL O VER FINANCIAL RE PO RTING BASED O N AN AUDIT O F FINANCIAL 

STATEM ENTS PERFO RM ED IN ACCO RDANCE W ITH 
GO VERNM EN T A UDITIN G STANDARDS 

Board of D irectors 
W est Jefferson Service Corporation 

W e have audited the financial statements of W est Jefferson Service Corporation (the Service 
Corporation - a component unit of a political subdivision of Jefferson Parish, Louisiana) as of 
and for the year ended December 31, 2003, and have issued our report th ereon dated M arch 3, 
2004. W e conducted our audit in accordance with  auditing standar ds generally accepted in the 
United States of Am erica an d th e stan dards applicable to financial audits contained in 
Governm ent Auditing Standards issued by the Com ptroller General of the United States. 

As part of obtaining reasonable assur an ce about whether the Service Corp oration's financial 
statem ents ar e free of m aterial misstatem ents, we perform ed tests of its compliance with certain 
provision of laws, regulations, contracts an d grants, noncom pliance with which could have a 
direct an d m aterial effect on the determ ination of finan cial statem ent am ounts. However, 
providing an opinion on compliance with those provisions was not an  objective of our audit an d, 
accordingly, we do not express such an opinion. The results of our  tests disclosed an  instance of 
noncomplian ce that is required to be reported under Governm ent Auditing Standards. 

Finding 

According to L.S.A. - RS42:4.1 et seq. (Open-Meetings Laws) it is the opinion of the Legislative 
Auditor that the Service Corporation is required to publicize to the public twenty-four (24) hours 
in advan ce of any Board meeting in which a quorum of the Board are present subject to 
appropriate statutory exceptions. The Serv ice Corp oration does not provide notification of such 
m eetings. 

M an agem ent disagrees th at th e Service Corporation violated the Open-M eeting law 



In planning and perform ing our audit, we considered the Service Corporation's intern al control 
over financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our  opinion on the financial statem ents an d not to provide assurance on the intern al 
control over finan cial reporting. Our  consideration of the internal control over finan cial 
reporting would not necessarily disclose all m atters in the intern al control over finan cial 
reporting that m ight be m aterial weaknesses. A material weakness is a condition in which the 
design or operation of one or m ore of the intern al control components does not reduce to a 
relatively low level th e risk that m isstatem ents in am ounts that would be m aterial in relation to 
the finan cial statem ents being audited m ay occur  and not be detected within a tim ely period by 
em ployees in the norm al course of perform ing th eir assigned functions. W e noted no m atters 
involvin g th e intern al control over finan cial reporting an d its operation that we consider to be 
ma terial weaknesses. 

This report is in tended solely for the inform ation and use of the Board of Directors of the Serv ice 
Corp ora tion, th e Service Corp oration's m an agem ent, an d th e Louisiana Legislative Auditor an d 
is not intended to be an d should not be used by anyone oth er th an  th ose specified parties. Under 
Louisian a Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
docum ent. 

M arch 3, 2004 
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