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Independent Auditor's Report

To the Board of Direclors
Easl Jefferson General Hospital
Jefferson Parish, Louisiana

We have audited the accompanying combined basic financial stalements of East Jefferson General Hospital and
related organizations (the Organization) (Jefferson Parish Hospital Service District No. 2, is a component unit of
Jefferson Parish, Louisiana} as of and for the years ended December 31, 2007 and 2006 as listed in the table of
contents. These financial statements are the responsibility of the Organization's management. Our responsibility is lo
express an opinion on these combined basic financial statements based on our audits. We did not audit East
Jefierson Radialion Oncolegy, LLC for the year ended December 31, 2007, which represents 1.1% and 3.2% of the
assets and revenue, respectively, of the combined financial statements. We did not audit East Jefferson Ambulatory
Surgery Center, LLC for the years ended December 31,2007 and 2008, which represents 0.%% and 0.7% of the
assets and 0.7% and 0.1% of the revenue, respectively, of the combined financial statements. We did nct audit the
pension trust fund statements of East Jefferson General Hespital for the years ended December 31, 2007 and 2006,
Those financial statemenis were audited by other independent auditors whose report thereon has been furnished to
us and, our opinion on the combined basic financial statements is based solely upon the reponts of the other
independent auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable fo financial audits contained in Government Auditing Sfandards, issued by the
Complroller General ¢f the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statemenis are free of materfal misstatement. The financial
statements of East Jefferson Ambulatery Surgery Center, LLC, PET Scan Center of East Jefferson, LLC, East
Jeflerson Radiation Oncelegy, LLC and East Jefferson Cardiovascular Venture, LLC were not audited in accordanca
with Govemment Auditing Standards. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit alsa includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation, We
believe that our audits provide a reasonable basis for our opinion.

(n our opinion, based on our report and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the financial position of East Jefferson General Hospital and related
organizations, a component unit of Jefferson Parish, Louisiana, as of December 31, 2007 and 2006, and the changes
in their financial position and their cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

McGladrey & Pullen, LLP is a member firm of RSM Imemational -
an affiliation of separats and independant legal enlilies.




In accordance with Govemment Auditing Stendards, we have also issued our report dated April 29, 2008 and
August 1, 2007, respectively, on our consideration of the East Jefferson General Hospital and related organizations’
internal control over financial reporting and our tests of their compliance with certain provisions of laws, regulations,
cantracts, grant agreements and olher matters. The purpose of that report is to describe the scope of cur testing of
internal contral over financial reporting and compliance and the resulis of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis on pages 3 through 8 and the required retirement plan information,
schedule of funding progress on page 49 are not a required part of the combined basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. We have applied cerain
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information, However, we did not audit the information and express
no opinion cn it.

Qur audits were conducted for the purpose of forming opinions on the combined basic financial statements thal
collectivaly comprise the Organization's combined basic financial statements. The supplementary information is
presented for purposes of additional analysis and is not a required part of the combined basic financial statements.
The combining and other supplementary information for the years ended December 31, 2007 and 2006 has been
subjected to tha auditing procedures applied in the audit of the combined basic financial statements and, in our
opinicn, is fairly stated in all material respects in relation to the combined basic financial statements taken as a
whole.

The accompanying Hospital statistics, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the combined basic financial statements, This information has not been

subjected 1o the auditing procedures applied in our audit of the combined basi¢ financial statements, and accordingly,
we express no opinion enthem.

%M//aféﬁt/ le

Davenport, lowa
April 29, 2008
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Metairie, Louisiana
April 29, 2008




East Jefferson General Hospital
and Related Organizations

Management's Discussion and Analysis
Years Ended December 31, 2007 and 2006

Management's discussicn and analysis of East Jefferson General Hospital (EJGH), Jefferson Parish Hospital Service
District No. 2, a component of Jefferson Parish, Louisiana and related organizations’ (the Organization) financial
performance provides an overall review of the Organization’s activities for the years ended December 31, 2007 and
2006. The intent of this discussion Is to provide an ovetview of the Organlzation’s performance for the years and
should be read in conjunction with the Crganization's combined basic financial statements and notes thereto.

EJGH operates a 448-bed general acute care hospital and physician practices located in Metairie, Louistana, EJGH
setves the citizens of the greater New Orleans area and particularly residents of the East Bank of Jefferson Parish.

The combined basic financial statements also include PET Scan Center of East Jefferson, LLC, which eperates a
PET Scan facility; East Jefferson Physician Network, LLC which was used fo acquire several physician practices;
East Jefferson Ambulatory Surgery Center, LLC, which operates an ambulatory surgery center; East Jefferson
Radiation Oncology, LLC, which operales a radiafion oncology center; and Zast Jefferson Cardiovascular Venture,
LLC, which is expected to commence operations of a catheterization lab in 2008,

Financial Highlights

The assets of the Organization exceeded its liabllities by $248,677,677 and $260,832,842 (net assets) as of
December 31, 2007 and 2006, respectively.

The Organization's total assets decreased by $28,498,232 or 5.1% from December 31, 2006 and increased by
$73,318,712 or 15.2% from December 31, 2005

The QOrganization's total liabilities decreased $16,343.067 or 5.5% from December 31, 2006 and increased by
$68,680 955 or 30.3% from December 31, 2005.

Qverview of Financial Statements

The audited financial statements include the combined basic financial statements: Combined Balance Sheets,
Combined Statements of Revenue, Expenses and Changes in Net Assets, and Combined Statements of Cash Flows
plus the Notes to the Combined Basic Financial Statements.

Our financial position is measured in terms of resources (gssets) we own and obligations (liabilities) we owe ata
given date. This information is reported in the Cembined Balance Sheets, which reflects the Crganization's assets in
relation to its debts to bondholders, suppliers, employees and other creditcrs. The excess of our assets over our
liabilities is reported as Net Assets.

information regarding the results from operations during the year is reported in the Combined Statement of Revenue,
Expenses and Changes in Net Assels. This statement shows how much our net assets increased or decreased
during the year as a result of our cperations, nonoperating activities and other changes.




East Jefferson General Hospital
and Related Organizations

Management's Discussion and Analysis
Years Ended December 31, 2007 and 2006

The Combined Statement of Cash Flows discloses the flow of cash resources into and out of the Organization during
the year. !t identifies all cash received during the year from operating activities, contriputions and other sources, and

now we app'ied those funds (for exampie, payment of expenses, repayment of debt, purchases of new property and

equipment, additions and deletions to the investment accounts, and transfers to related entities).

The Notes to Combined Basic Financial Statements provide additional information that is essential to a full
understanding of the data provided in the Combined Basic Financial Statements.

Condensed Combined Statements of Revenue, Expenses and Changes in Net Assets

A summary version of the Statements of Revenue, Expenses and Changes in Net Assets for the years ended
December 31, 2007, 2006 and 2005 follows:

Year Ended December 31,
2007 2006 2005
{Dolars in Thousands)
Net patient revenue $ 313650 § 281629 § 251,388
Other operating revenue 5,081 7,231 5378
Total operating revenue 318,731 289,060 256,766
Ncnoperating revenue 22413 38,603 13,464
Total revenue 341 144 328,663 270,230
Expenses:
Salaries, wages and benefits 161,700 149,704 139,682
Purchased services and other 101,202 93,909 78,478
Supplies 51,523 48,673 42,662
Depreciation and amorfization 24,016 20,883 27,210
Interest 5,925 8,799 10,247
Total operating expenses 348,366 321,968 208,279
Nonaperating expenses 1,470 363 876
Total expenses 349,836 322,331 299,255

Excess of revenue over (under)
expenses before transfers

and mincrity interest (8,692) 6,332 {28,025)
Transfers to Jefferson Parish (2,086) (960) (1,072)
Minority interest in net {income)
of related organizations (1,377) (734) (653)
Change in net assets (12,155) 4,638 (30,750)
Net assets:
Begirning 260,833 256,195 286,945
Ending $ 248,678  § 260,833 § 256,195




East Jefferson General Hospital
and Related Organizations

Management's Discussion and Analysis
Years Ended December 31, 2007 and 2008

Operations

Year Ended December 31, 2007: The financial recovery for the Hospital and the Greater New Orleans Region
continues to generate adverse financial conditions which stili must be resolved directly relating to Hurricane Katrina.
Hospital administration continues to address these issues at the State and Federal levels and also with the
assistance of consultants. Higher labor cost and higher cost of living expenses continue to be a major contributing
factor to the operating losses incurred by EJGH.

Total operating revenues increased by $29,671,000. This is primarily due to increased volumes in the Hospital
Clinics, Emergency Rooms and new lines of service such as the Da Vinci Robol. Admissions, Inpatient revenue per
patient day and case mix all increased overall during 2007 directly causing operating revenue to increase. It should
also be noted that improvements in the Medicare Acule length of siay decreased during 2007 directly causing nef
patient revenue to increase for the time period.

Operating expenses increased by $26,398,000. This is primarily due to increasing labor cost in the market. The
Hespital experienced an 8% or $11,996,000 increase in salaries, wages and benefits during 2007. Other significant
increases occurred in the areas of purchased services and supplies of $7,293,000 and 2,850,000, respectively.
Purchased services increased mainly because of the hiring of outside business consultants,

The excess of revenue over (under) expenses before transfers and minonity interest for the year ended

December 31, 2006 was $ 6,332,794 and for the year ended Decamber 21, 2007 was $(8,692,020) reflecting
recording the change in the fair value of the interest on the rate swap agresment of $(946,685), a reduced loss from
operations of 3,409,154, an increase in investment eamings of $4,052,893 and grant revenue recognized in 2007 of
$3,173,506.

Year Ended December 31, 2006; The Hospital and the Greater New Orieans Region are still experiencing issues
which are directly related to Hurricane Katrina. The major operational issues affecting the Hospital in the Post Katrina
world include higher cost of living resulting in an increase in salaries, wages, benefits and contract labor. It has been
very difficult fo recruit and mainfain the professional staff of physicians, nurses, and other aliied health professional
and support staff, Needless to say |abor cost and non-labor cost have increased in this environment. With the
shortage of health care rescurces, it has put a strain on the delivery of available beds and emergency room services
at the Hospital. The CEQ is invelved in Health Care Redesign and is working closely with State and Federal Officials
to resolve ongoing financial issues. We are working with Management Consultants to increase net revenue and
decrease cost by deveioping new product lines that will generate additional revenue and by medifying our staffing
and purchasing patterns.

Total operating revenue increased by $32,294,000. This is primarily due 1o the increased volumes in the Hospital
Clinics, Emergency Rooms and longer lengths of stay resulting from the inability to discharge patients o a lower level
of care. Admissions, patient days and outpatlent visits increased overall during 2006 directly causing operating
revenue to increase.

Operating expenses increased by $23,689,000. The Hospital experienced a 7% or $9,896,445 increase in selaries,
wages and benefits during 2006. Other significant increases occurred in the areas of purchased services and
supplies of $15,430,281 and $6,010,626, respeclively. Purchased services increased because of additional
consultants hired to assistin the preparation of business intermuption and FEMA ¢laims.




East Jefferson General Hospital
and Related Organizations

Management’s Discussion and Analysls
Years Ended December 31, 2007 and 2006

The excess of revenue over (under) expenses before transfers and minority interest for the year ended

December 31, 2005 was ${29,025,000) and for the year ended December 31, 2006 was $6,333,000 reflecting
recording the change in fair value of the interest on the rate swap agreement of $295,000, & reduced loss from
operations of $8,607,000, an increase in investment earnings of $2,228,000 and insurance proceeds recognized in
2006 of $25,015,000.

Condensed Combined Balance Sheets

Condensed versions of the Balance Sheets as of December 31, 2007, 2006 and 2005 follow:

December 31,
2007 2006 2005
(Collars in Thousands)
Assets:
Current assets $ 129,008 $ 149,185 § 92498
Assets [imited as to use, noncurrent 158,785 165,956 176,851
Capital assets, net 230,974 232,213 204 619
Cther assets 9,247 9,159 9,226
Total assets $ 528014 § 556,513 § 483,194
Liabilities:
Current liabilities $ 52263 § 56,574 % 57,051
Long-term debt 210,938 218,184 161,679
Retirement benefits, noncurrent 341 43 30
Other fiabilities, noncurreni 15,794 20,879 §,238
Total liabilities $ 279338 % 205680 % 226,999
Net Assets:
Invested in capital assets, net of related debt $ 8357¢ 8 72751 § 40,044
Restricted under bond indenture 29,259 29,093 23224
Unrestricted 135,849 158,989 192,927
Total net assets $ 248678 3 260833 § 256,195

Long-lerm debt consists of several revenue bond issues issued in 1983, 1998 and 2004, a Communily Disaster Loan
and notes payable to the bank (EJASC). The Organization continues o make all annual and semi-annual debt
service payments in compliance with these bond indentures. Thera are no current plans te issue additional debt or
defease any existing debt, other than already in place as of December 31, 2007, Please see the Notes to Combined
Basic Financial Statements for additional information.

December 31, 2007: The current assets decreased in 2007 by $2,177,000 primarily due o a reduction in shorl-tlerm
investments of $32,178,804, reduction in net patient accounts receivable of $2,628,555 and an increase in cash and
cash aquivalents of $9,802,346,

Total liabilities decreased in 2007 by $16,343,067 primarily due fo reductions in accounts payables of $4,598,480,
long-term debt of $7.245,531 and other occurred expenses of $3,742,588.




East Jefferson General Hospital
and Retated Organizations

Management’s Discusslon and Analysis
Years Ended December 31, 2007 and 2006

December 31, 2006: The current assets increased in 2006 by $56,687,000 primarily due o securing the
$61,025,000 Community Disaster Loan and net account receivable increasing by $8,203,711.

Total liabifities increased in 2006 by $68,681,000 primarily due to the recording of the $61,025,000 Community
Disaster Loan which is payable in 2011 and information technology benchmark payments of $14,000,000. Cagh,
cash equivalents and short-term investments increased by $48,206,044.

Condensed Combined Statements of Cash Flows

Year Ended December 31,
2007 2006 2005
{Dallars in Thausands)

Cash provided by (used in) operating activities $ {7528 § 6,230y $ 14,971
Cash provided by (used in) capital

and related financing activities {35,753 31,459 (79,559)
Cash (used in) non-capital financing

activities {4,009) {928) {2137
Cash provided by {used in) investing activiies 57,083 (22,691) 55,954

Net increase {decrease) In cash 8,803 1,610 (771}

Cash and cash equivalents:

Begirning 3,986 2,366 3,157

Ending . 3 13789 % 3995 § 2,386

Year Ended Dacember 31, 2007: Cash provided by operating activities decreased by $1,298,635 over the prior year.
In addition, cash used in capital and related financing activities decreased by $67,211,052, Cash and cash
equivalents increased over the prior year by $9,803,000.

Year Ended December 31, 2006: Cash provided by cperating activities decreased by $21,201,000 over the prior
year. In addition, cash used in capital and related financing activities increased by $111,018,000. Cash and cash
equivalents increased over the prior year by $1,610,000.




East Jefferson General Hospital
and Related Organizations

Management's Discussion and Analysis
Years Ended December 31, 2007 and 2006

Capital Assets

December 31, 2007;  As of December 31, 2007 the Organization had $233,874,000 invested in capital assets.
Capital expenditures in 2007 were approximately $1,238,762 more that 2007 depreciation expense, resulting in an
increase in capital assets from 2006 to 2007,

December 31, 2006: As of December 31, 2006 the Organization had $232 213,000 invested in capital assets.
Capital expenditures in 2006 were approximately $27,594,000 more than 2006 depreciation expense, resulting in an
increase of capital assets from 2005 to 2006,

December 31,
2007 2006 2005

(Dollars in Thousands)

Capital assets not being depreciated.

Land $ 12873 ¢ 12873 § 12,418
Consiruction in progress 12,533 13,531 19,523
Capital assels net of depreciation:

Land imprevements 1,884 2,190 1,874
Buildings 131,456 132,015 133,804
Fixed equipment 35,592 37,251 3902
Major movable equipment 36,613 34,220 32,857
Minor equipment 23 133 241

Total capital assets, net 3 230974 & 232213 § 204,619

Long-Term Debt

Long-term debt consists of three revenue bond issues, described in more detail in the Notes to Combined Basic
Financial Statements. The principal balance on the outstanding bonds was $146,135,000, $152,290,000 and
$158,215,000 as of December 31, 2007, 2006 and 2005, respectively. The decrease |5 attributable to principal
payments on the bonds and capltal lease obligations.

Long-term debt also consists of a Community Disaster Loan of $61,025,000, notes payable to the bank of $2,247,000
and capital lease obligations of $8,824,000.




East Jefferson General Hospital
and Related Organizations

Management's Discussion and Analysis
Years Ended December 31, 2007 and 2006

Economic Factors

Year Ended December 31, 2007; East Jefferson General Hospital continues to work very closely with the Federal
and State Governments in order to ensure stability of the health care infrastruclure in the New Orleans Region to
rebuild our health care environment in the region which was so greatly negatively affected by Hurricane Katrina.
Hospital Administration and the Board of Directors are addressing major issues in the Region that affecis the
availabllity of beds, mental health care services, product lines, relationships with allied health professional and the
cost of doing business in this post Katrina environment, The OIG and GAQ have recently completed financial reviews
of the higher cost related lo operating a hospital in the New Orleans area after Hurricane Katrina. With the help of
outside accounting and business cansullants we continue to address these issues and have sound plans to increase
volumes and pafient days, develop new product lines with cur medical staff, new potential joint ventures, our new
cancer preject lines and Wellness Program,

We continue to monitor cost very closely and where appropriate reduce expenses. We also monitor the third-party
accounting system to ensure payors reimburse the Hospital correctly. We continue to render services to the
uninsured in the area. We anticipate that our actual 2008 financial performance will exceed our budget expectations.
EJGH is committed to providing the highest quality of patient care.

Year Ended December 31, 2C06: Fiscal 2006 continues to provide EJGH with substantial challenges due to the slow
economic recovery in the Region relating to the Federal and State respanse to Health Care Redesign in ihe Fost
Katrina Market. Major issues which continue {o be relevant and are being addressed by EJGH are forgiveness on
Community Disaster Loans, reimbursement for delivery of healthcare services to the indigent in the region, higher
labor cost, increase in the average length of stay because of few sub-acute facilities operational, receiving all
allowable funding payments from FEMA, shortage of nursing and other healthcare professionals, the Medicare Wage
Index does not reimburse actual current cost, renegotiation of managed care contracts, working closely with
physicians on clinical issues not limited to our Major Teaching Status and we have engaged management
consultants 1o help us in a strategy to achieve positive results in these areas in this very competitive market.

We continue to work developing collaboralive relations with cur physicians, HMO/PPC's and other insurance paycrs
to stabilize reimbursement rates. We continue to provide services to patients who are underinsured or who are self-
pay. We have several new Board members who are very supportive of assuring that EJGH provides the highest
guality of patient care and that we exceed our 2005 budget expectations. The installation of our new technology
informetion systems (COMPAS) will also make us more competitive and efficient in the market place.

Financial Information Contact

The Organization's combined basic financial statements are designed fo provide a general overview of the
Organization's finances for all those with an interest in the Organization’s finances. Questions concerning any of the
information provided in this report or requests for additional financlal information should be addressed to East
Jefferson General Hospital.




East Jefferson General Hospital
and Related Organizations

Combined Balance Sheets
December 31, 2007 and 2006

Assets 2007 2006
Current Assets:
Cash and cash equivalents (Nate 4) 13,798622 3,996,276
Short-term investments (Note 4) 41,507,348 73,686,152
Receivables:
Patients, net (Note 5) 45,265,012 47,835,057
Other 4,915,539 1,695,004
Estimated third-party payor setflements 653,434 -
Assets limited as to use, current portion (Note 4) 10,986,800 10,545,291
Inventories 8,193,447 6,206,413
Prepaid expenses 3,687,898 5,220,604
Total current assets 129,008,100 149,184,797
Noncurrent Assets:
Assets limited as to use (Note 4):
Under bond indenture 29,259,188 29,003,263
Board-designated for specific purposes 140,512,893 147,407 205
169,772,081 176,501,174
Less portion required for current liabilities 10,986,800 10,545,291
158,785,281 165,955,883
Capital assets (Notes 6 and 7);
Nondepreciable 25,406,442 26,404,158
Depreciable, net 205,567,912 205,808,161
230,974,355 232,213,317
Debt issuance costs, net of accumulated amortization 2,884,778 3,226,543
Investment in associated companies (Note 11) 2,942 843 2,347,923
Defarred compensation and life insurance (Note B) 3,408,963 3,278,070
Interest rate swap agreement (Note 7) - 308,019
9,246,584 9,158,555
Total noncurrent assets 399,006,220 407,327,755
528,014,320 § 556,512,552

See Notes to Combined Basic Financial Statements.
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Liabilities and Net Assets 2007 2006
Cument Liabilities:
Current maturities of long-term debt (Note 7) 7202323 § 6,914,478
Outstanding checks in excess of bank balance - 1,458,629
Accounts payable 14,762,335 19,480,615
Accrued expenses:
Salaries and wages 3,127,480 2571717
Paid leave 4,462,098 4,354,770
Health insurance claims (Note 9) 2,000,000 2,000,000
Interest 6,730,056 4,893,281
Estimated third-party payor setllements - 2,181,128
Other (Notes 6, S and 14) 13,888,640 12,733,104
Total current liabilities 52,262,932 56,573,822
Noncurrent Liabilities:
Deferred compensation and executive benefits (Note 8) 1,550,323 1,383,984
Retirement benefits (Notes 8 and 15) 341,292 42,595
Estimated self-insurance reserves (Note 8) 3,328,628 5,059,895
Long-term debt, less current maturities {Note 7) 210,938,483 218,184,014
Other accrued expenses (Note 6) 7,435,176 11,177,764
Interest rate swap 641,666 -
Mingrity interest in related organizations 2,838,143 3,257,536
Total noncurrent liabilities 227,073,711 239,105,788
Total liabilities 279,336,643 295,679,710
Commitments and Contingencies (Notes 5, 6 and 9)
Net Assets:
Invested in capital assets, net of related debt 74,258,890 72,751,293
Restricted under bond indenture 29,259,188 29,093,268
Unrestricted 145,159,599 158,988,280
248,677,877 260,832,842
528,014,320 § 556 512,552

11




East Jefferson General Hospital
and Related Organizations

Combined Statements of Revenue, Expenses and Changes
Years Ended Dacember 31, 2007 and 2006

in Net Assets

2007 2006
Operating revenue;
Net patient service revenue (Note 2) $ 313,649762 § 281,828,688
Other operaling revenue 5,081,192 7,231,719
Total operating revenue 318,730,954 289,060,407
Operaling expenses:
Salaries, wages and benefits 161,699,554 148,703,796
Purchased services and other 101,202,466 93,908,563
Supplies 51,523,318 48,673,157
Depreciation and amertization 24,015,670 20,883,383
Interest 9,924,902 8,798,745
Total cperating expenses 348,365,910 321,967 644
Loss from operaticns (28,634,956) {32,907,237)
Nonoperating revenue (expenses):
Investment earnings 14,988,190 10,935,297
Rental income from leases 3,325,531 2577987
Community benefit setvices (456,688) (363,299)
Gain (loss) on disposal of capital assets (66,953) 321,287
Grant revenues 3,173,506 25,015,034
Contributions 329,839 439,513
Equlty in net income (luss) of associated companies (Note 11) 594,920 17,967
Change in fair value of interest rate swap agreement (Note 7) (946,685) 294,791
Other 1,274 1,454
20,942,936 36,240,031
Excess of revenue over (under) expenses
before transfers and minority interest {8,692,020) 6,332,794
Transfers to Jefferson Parish {Note 3) (2,086,038) (980,505)
Mingrity interest in net income of related organizations (1,377,107} (734532)
Change in nef assets {12,155,165) 4637 757
Net assets (Note 13):
. Beginning 260,832,842 266,195,085
Ending $ 248677677 % 250,832,842

See Netes to Combined Basic Financial Statements.
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East Jefferson General Hospital
and Related Organizations

Combinad Statements of Cash Flows
Years Ended December 31, 2007 and 2006

2007 2008
Cash Flows from Operating Activities:
Recelpts from patients and third-party payors 313385245 § 257,419,419
Payments to suppliers {162,051,867) (131,868,488)
Payrents to employees {160,722,471) {148,264,769)
Cther receipts 1,860,657 6484017
Net cash (used in) operating activities (7,528,436) (6,229,801}
Cash Flows from Capital and Related Financing Activilies;
Purchase of capital assets {22,439,200) (34,016,749)
Proceeds from disposals of capital assets 30,084 1,148,154
Insurance proceeds and grant revenues 3,173,506 16,097,034
Payment of debt issuance cosls - {15,000)
Proceads from issuance of long-term debt - 63,444,950
Principal payments on long-term debt (6,970,4686) (6,500,621)
Interest payments on long-term det (8,088,127) (7,903,230)
(Decrease) in outstanding checks in excess of bank balance (1,458,629} _(795,828)
Net cash provided by (used in) capital and related
financing activities {35,752,832) 31,458,700
Cash Flows from Non-Capital Financing Activities:
Contributions received 329,839 439,513
Transfers to Jefferson Parish {2,088,038) {860,505)
Fayments for community benefit services {456,688B) {363,299)
{Distributions to) minarily interest {1,796,500) {43,591)
Net cash {used In) non-capital financing activities (4,009,387) {927,882)
Cash Flows from Investing Activities:
Investment earnings 7,559,053 8,113,534
Purchase of investments (¥,270,144,329) {4,658,055,830)
Proceeds from sales and maturities of investments 7,316,481,363 4 624 856,862
Net (decrease) in deferred compensation, life insurance and other (129,893} {183,628)
Other revenue 1,274 1,464
Rental income 3,325,533 2,577,087
Net cash provided by (used in) investing activities 57,093,001 {22,690,621)
Increase in cash and cash equivalents 9,802,346 1,610,396
Cash and cash equivalents:
Beginning 3,996,276 2,385,880
Ending 13,798,622 § 3,996, 276

{Continued)
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East Jefferson General Hospital
and Related Organizations

Combined Statements of Cash Flows (Continued)
Years Ended December 31, 2007 and 2006

2007 2008
Reconciliation of operating loss to net cash
{used in) operating activities;
Cash Flows from Operating Activifies:
Loss from operations {29,634,956) 3 (32,807,237
Adjustments to reconclie loss from operations to
net cash {used in} gperating activities:
Depreciation and amortization 24,015,670 20,883,383
Interest expense 9,924,902 8,798,745
(Increase} decrease in:
Patient receivables 2,570,045 (8,203,711)
Other receivables (3,220,535) {747,702
Inventories (1,987,034) {553,832)
Prepaid expenses 1,532,706 409,897
Increase {decrease) in:
Accounts payable (4,698,480} 6,674,723
Third-party payor settlements {2,834,562) {6,205,558)
Accrued expenses (1,929,961) 4 836,995
Deferred compensation and executive benefits, retirement
benefits and self-insurance reserves {1,266,231) 784,496
Net cash (used in) operating actlivities (7,528,436) {6,229,801)
Schedule of Noncash Investing Aclivities, increase in
fair value of investments 1,060,301 % 1,376,593
Schedule of Noncash Capital and Related Financing Activities:
Insurance proceeds included in other receivables as of
Decamter 31, 2005, received in 2006 1,147,000
Insurance proceeds received and included in other accrued
expenses as of December 31, 2005, recognized as
income in 2006 10,085,600
Other accrued expenses incurred for acquisition of
capital assets - 14,920,352
Capital lease obligation for acquisition of capital assets 102,780 .

See Notes to Combined Basic Financial Statements.
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East Jefferson General Hospital
and Related Organizations

Retirement and Savings Plan

Statements of Plan Net Assets - Pension Trust Fund
December 31, 2007 and 2006

Assets

2007 2006

Receivables and prepaids:
Accrued interest and dividends
Contributions receivable:

Employee
Employer
Total receivables

Investments at fair value:
Cash equivalents
U.S. government and agency issues
Corporate bonds
Foreign obligation bonds
Equities
AlG Valic
Total investments

Liabilities

Accounts payable

Conlributions paid in advance due to forfeitures
Total liabilities

Net Assets Held in Trust for Pension Benefits

See Notes 1o Combined Basic Financial Statemenits.
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5 171,366 3§ 117,338

277,585 244,919
4,851,045 4 437,164
5,299,936 4,799,421
2,876,574 2,567,245

11,047,030 4,549,296
5,491,045 8,438,867
129,972 126423
21,501,694 21,088,551
85,764,370 73,353,182

126,810,685 110,113,564

1,500,782 93,670
. 527,304
1,500,782 620,974

$ 130609838 $ 114292011




East Jefferson General Hospital
and Related Organizations

Retirement and Savings Plan

Statements of Changes in Plan Net Assets - Pension Trust Fund

Years Ended December 31, 2007 and 2006

2007 2008
Additions:
Contributions:
Members $ 8550432 § 7,741,040
Employer 6,348,765 5,240,384
Total contributions 14,899,197 12,981,424
Investment income:
Interest 900,768 892,538
Dividends 3,643,283 1,633,865
Net appreciation in fair value of investments 4,250,655 6,572,240
8,794,706 9,098,643
Less:
Investment advisory services 218,768 203474
Custodial fees 126,197 114,375
Net investment income 8,449,741 8,690,794
Totat additions 23,348,938 21,672,218
Deducticns:
Retirement benefits paid and savings plan withdrawals 6,650,545 6,090,012
Forfeitures of nonvested contributions 380,505 336,725
Total deductions 7,031,050 6,426,737
Net increase 16,317,888 15,245,481
Net assets held in trust for pension benefits:
Beginning 114,292,011 99,046,530
Ending $ 130,609,889 % 114,292 011

See Notes to Combined Basic Financial Statements.
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East Jetferson General Hospital
and Refated Organizations

Notes to Combined Baslc Financlal Statements

Note 1. Nature of Business and Significant Accounting Policies
Nature of business:

The combined basic financial statements include the accounts of the following entities:

East Jelferson General Hospital (Hosphal) is organized as Jeffersan Parish Hospital Service District No. 2 by
the Parish Council of Jefferson Parish, Louislana (Parish) under provisions of the Jefferson Parish Charter and
of Chapter 10 of Title 46 of the Louisiana Revised Statutes of 1850 and is exempt from federal and state
income taxes. The Hospital is a component unil of Jefferson Parish, Louisiana. The Hospial operates an acute
care hospital and physician practices and owns certain medical office bulldings.

PET Scan Center of East Jefferson, LLC (PET Scan)was formed in 2002 and shall continue perpetually,
PET Scan operates a PET Scan facilily. The Hospital had a 53.5% ownership interest in PET Scan as of
December 31, 2007 and 20086.

East Jefferson Physician Neftwork, LLC (EJPN) was formed in 1996 and shall continue perpetually. EJPN
was used to acquire several physician practices. The Hospital iias a 95% ownership interest in EJPN as of
December 31, 2007 and 2006.

East Jefferson Ambulatory Surgery Center, LLC (EJASC) was formed in 2004 and shall continue
perpetually. EJASC operates a surgery center on the Organization's carnpus. The Hospitat has a 51%
ownership interest in EJASC as of December 31, 2007 and 2006,

East Jeffarson Radiation Oncology, LLC (EJRO) was formed in 2006 and shall continue perpetually. EJRO
provides radiation ancology services. The Hospital has a 100% ownership interest in EJRO.

East Jeffarson Cardlovascular Venture, LLC (EJCV) was formed in 2006. The Operating Agreement
currently indicates EJCV shall continue for an initial term of seven years, which may be extended for two
consecutive two vear periods. EJCV will establish a catheterization lab within the Hospital. It is inlended that the
Hospital will have a §1% cwnership interast in EJCV.

The Hospital, PET Scan, EJPN, EJASC, EJRO and EJCV are collectively referred to as the Organization. There
are no other organizations or agencies whose financial statements should be combined and prasented with
these combined basic financial statements.

Significant accounting policies:

Principles of combination: The accompanying combined basic financial statements include the accounts of the
Hospital, PET Scan, EJPN, EJASC, EJRO and EJCV. Al significant intercompany accounts and transactions have
been eliminated in combination.

Accrual basis of accounting: The accrual basis of accounting is used by the Organization. Under the accrual basis
of accounting, revenue is recognized when earned and expenses are recegnized when the liability has been
incurred. Under this basis of accounting, all assets and liabilities associated with the aperation of the Organization
are included in the combined balance sheets.
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East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Fiduciary fund type: The Organization also includes a pension trust fund, fiduciary fund type. The Pension Trust
Fund is accounted for in essentially the sama manner as the other entities of the Grganization, using the same
measurement focus and accrual basis of accounting, Employee and employer contributions are recognized in the
period in which the employee is compensated for services performed. Benefits and refunds are recognized when
due anc payable in accordance with the terms of the plan. The Pension Trust Fund accounts for the assets of the
East Jefferson General Hospital Retirement and Savings Plan. This plan is Included in the reporting entity due to
the Organization's significant administrative involvement.

Accounling standards: The Crganization has elected to apply all applicable Governmental Accounting Standards
Beard {GASB) Pronouncements as well as the following pronouncements issued before November 30, 1989,
unless those pronouncements conflict or contradict GASB pronouncements: Financial Accounting Standards
Board (FASB) Statements and Interpretations, Accounting Principles Board (APB) Cpinions, and Accounting
Research Bulleting (ARBs).

Accounting estimates: The preparation of financial statements, in conformity with accounting principles generally
accepted in the United States of America, requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statemenls and the reported amounts of revenLe and expenses during the reporting period. Actual results
could differ from those estimates,

Cash and cash equivalents: Cash and cash equivalents include temporary cash investments whose use is not
limited. The temporary cash investments have ariginal maturities of three months or less at date of issuance.
Certain temporary investments internally designated as leng-term investments are excluded from cash and cash
equivalents.

Patient receivables: Patient receivables where a third-party payer is responsible for paying the amount, are
carried at a net amount determined by the original charge for the service provided, less an estimate made for
contractual adjustments or discounts provided to third-party payors.

Pafient receivables due directly from the patients, net of any third-party payor responsibility, are carried at the
original charge for the service provided less an estimated allowance for doubtful accounts. Management
determines the allowance for doubtful accounts by identifying troubled accounts and by historical experience
applled to an aging of accounts. The Organization does nal charge interest on patient receivables. Patient
receivables are written off as bad debt expense when deemed uncollectible. Recoveries of receivables previously
witten off are recorded as a reduction of bad debt expense when received. Provision for bad debts was
$25,692,289 and $39,830,554 for the years ended December 31, 2007 and 2006, respectively.

Receivables or payables related to estimated settlements on various risk cantracts that the Hospital participates in
are reported as estimated third-party payor receivables or payables,

inventories: Inventories, which consist primarily of drugs and supplies, are valued at the lower of cos first-in,
first-out methad) or market,
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East Jafferson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note 1, Nature of Business and Significant Accounting Policies (Continued)

Assets limited as to use and investments: Assets limited as to use include assets set aside by the Board of
Directors for retirement of long-term debt and future capital improvements, over which the Board retains control
and may at its discretion subsequently use for other purposes and assets held by trustees under hond indenture
agreements.

Investments, including assets limited as to use, are recorded at fair valie in accordance with Governmental
Accounting Standards Board Statement No. 31, Accounting and Financial Reporting for Certain Investments and
for External Investment Pools. Investments in equity securlfies with readlly determinable fair values and all
investments in debt securities, including those classified as assets limited as to use, are measured al fair value in
the balance sheets. Securities traded on a national or international exchange are valued al the last reported sales
price al current exchange rates. Invesiment earnings, including realized gains and losses on investments, interest
and dividends, and changes in unrealized gains and losses are included in nonoperating income,

Funds that were established in connection with the issuance of the revenue bonds are maintained by a trustee in
special frust accounts for the benefit and security of the holders and owners of the debt and are reporied as assets
limited as to use under bond indentures. Interest eamed on the investments held in trust is retained in the funds
and used for the purposes described in the respective bond ordinances.,

Investments in associated companies are accounted for by the equity method of accounting under which the
Crganization's share of the net income of the assaciated companies is recognized as income in the Organization's
combined statements of revenue, expenses and changes in net assets and are added to the investment account,
Dividends and distributions received from the associated companies are treated as a reduction of the investment
account. The Crganization has interests in a company that operates a laundry service and in a company that owns
a medicat office building.

Capital assets; Capital assets are carried at cost or, if donated, at fair value at date of donation. Depreciation is
compuied by the straight-line method over the assels' estimated useful lives ranging from three to forty years.
Interest cost incurred on borrawed funds during the periad of construction of capital assefs is capitalized as a
component of the cost of acquiring those assets and is depreciated cver the estimated useful lives of the
constructed assets.

Interest capitalized on construction was approximately $186,000 and $386,000 during the years ended
December 31, 2007 and 2006, raspectively.

Debt issuznce costs: Debt issuance costs are being amoriized over the term the related debt is cutstanding by a
method which approximates the interest method.

Net patient service revenue; Net patient service revenue is reported at the estimated net realizable amounts from
palients, third-party payors and others for services rendered including estimated refroactive adjustments under
reimbursement agreements with third-party payors. Retroactive adjustments with third-party payors are accrued
on an estimated basis in the period the related services are rendered and adjusted in future periods as final
sefflements are determined. Net patient service revenue is reported net of provision for bad debts.
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East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Operating income: The Organization distinguishes operating revenue and expenses from nonoperating items.
Operaling revenue and expenses generally result from the primary purpose of the Organization, which is to
provide medical services to the region. Operating revenue consists of net patient services, cafeteria and special
meals, Welliness Center membership and other miscellanecus services. Operating expenses consist of salaries
and benefits, purchased services, supplies, depraciation and amoriization, and interest, All revenue and expenses
nol meeting these criteria are considerad nonoperating.

Net assets: Net asset classifications are defined as follows:

{nvested in capital assets, net of reiafed debf — This component of net assets consists of capital assets,
including any restricted capita! assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, notes, or other borowings that are aftributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent related debt proceeds at year-end, the porticn of
the debt attributable to the unspent proceeds is not included in the calculation of invested in capital assets, net
of related debt, Rather, that portion of the debt is included in the same net assets component as the unspent
proceeds.

Restricted - This component of nel assets consists of constraints placed on net assets through external
constraints imposed by creditors (such as threugh debt covenants), grantors, contributors, or laws or
regulaticns of other governments or constraints imposed by law through constitutional provisions or enabling
legislation. There was no amount restricled by enabling legislation as of year-end.

Unrestrictad net assets — This component of net assets consists of net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt” above.

Charity care: The Organization provides care to patients who meet certain criteria under its charity care policy at
ameunts less than its established rates.

Gifts, grants and bequests: Gifts, grants and bequests not designated by denors for specific purposes are
reported as nonoperating revenue regardless of the use for which they might be designated by the Board of
Directors.

Board of Directors: Members of the Hospital's Board of Directors receive no compensation or per diem.
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East Jefferson General Hospital
and Related Organizations

Notes 1o Combined Basic Financial Statements

Note 2. Net Patient Service Revenue

Approximately 90% of the Hospital's net patient service revenue for the years ended December 31, 2007 and 2006 is
earned under agreements with third-party payors. These agreements with third-parly payors provide for payments to
the Hospital 2t amounts different from its established rates. These third-party payors include: the Medicare and
Medicaid programs, health maintenance organizaticns, and varlous commercial insurance and preferred provider
organizations. A summary of the payment arrangements with major thirc-party payors follows:

Medicare: The Hospital is paid for inpatient acute care services rendered to Medicare program beneficiaries under
prospectively determined rates-per-discharge. These rates vary according to a patient classification system that is
based an clinical, dlagnostic and other factors. The prospectively determined classification of patients and the
appropriateness of the patients’ admissions are subject o validation reviews by a Medicare peer review
organization which is under contract with the Hospital to perform such reviews.

Outpatient services were paid via cosl reimbursement methodologies, fee schedule limitafions or costfee blending
methodologies before August 1, 2000. After August 1, 2000, cost based and cost/fee blend reimbursed services
are paid via the outpatient prospective payment system. Under this system most outpatient services are paid at
predetermined outpatient rates, subject to certain stop-loss provisions referred to by Medicare as the transitional
corridor, The transitional corridor will limit potential reductions in reimbursement caused by the implementation of
the outpalient prospective payment system through 2003. Cost reimbursed outpatient services were paid al a
tentative rate, with final settiement determined after submission of annual cost reports by the Hospital and audits
thereof by the Medicare fiscal intermediary. Quipatient services subject to the oulpatient prospective payment
system are not subject to cost report setilement with several exceptions, and without regard to the fransitional
corridor.

The Hospital's Medicare cost reports have been audited and finalized by the Medicare fiscal intermediary through
December 31, 2005.

Medicaid: Inpatient services rendered to Medicaid program beneficiaries are reimbursed based upon
prospectively determined rates, The prospectively determined rates are not subject to retrcactive adjustment.
Qutpatient services are reimbursed based on cost reimbursement and fee schedule limitations. The cost based
rates are subject to retroactive adjustment.

The Hospital's Medicaid cost reporis have been audited and finalized through December 31, 2005.
Other agreements: The Hospital has entered into payment agreements with ¢ertain commercial insurance
carriers, health maintenance organizations and preferred provider organizations. The basis for payment to the

Hospital under these agreements includes prospectively determined rates per discharge, discounts from
established charges, prospectively determined daily rates and capitated per member per month rates.
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East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financlal Statements

Note 2. Net Patient Service Revenue (Continued)
A summary of the Organization's net patient revanus for the y=ars ended December 31, 2007 and 2C06 is as follows:

2007 2006
Gross patient service revenue $ 908091560 § 845127787
L ess discounts, allowances and estimated cantractual
adjustments under third-party reimbursement programs 566,749,509 523,468,545
l.ess provision for bad debts 25,692,289 39,830,554

§ 313649762 § _ 281828 688

Contraciual adjustment expenses for the years ended December 31, 2007 and 2006 include the effects of charges in
the estimate of fiabiltties due to Medicare. The effect of this change in estimate for the Medicare liabiiity was a
reduction in contractual adjustment expense of approximately $129,000 and $1,427,000 for the years ended
December 31, 2007 and 2006, respectively, and is primarily related to the recognition of disproporticnate share
reimbursement.

Note 3. Charity Care and Community Service

The Organization maintains records to identify and monitor the level of charity care it provides. These records include
the amount of charges foregone for services and supplies furnished under ifs charity care policy and the estimated
cost of those services and supplies. The amaunt of charges foregone, based on established rates during the years
ended Decembar 31, 2007 and 2006, was approximately $2,884,000 and $1,558,000, respectively.

Although not accounted for as charity care, the Organization considers the contractual adjustment expense related to
the Medicaid services as charity care. Contractual adjustment expense related to the Medicaid services performed
was approximately $49,282,000¢ and $35,600,000 for the years ended December 31, 2007 and 2008, respectively.

Community benefit services represent the cost of providing services such as ambulance services, public speeches
an health care issues to Parish organizations and funding of a community health center,

The Qrganization transferred $1,000,000 and $800,000 in 2007 and 2006, respectively, to the Parish to fund a
medical facility at the Parish prison. The Organization also transferred $1,000,000 and none in 2007 and 2006,
respectively, to the Parish to fund Jefferson Community Health Center, Additional transfers of $86,038 and $60,505
for the years ended Cecember 31, 2007 and 2008, respectively, were made to fund other Parish programs. These
ameounts have been recorded in the accompanying combined basic financial statements as fransfers.




East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note 4. Cash and Investments

The Qrganization's cash, cash equivalents, and investments as of December 31, 2007 and 2006 are classified in the
accompanying combined balance sheets as follows:

2007 2006
Current assels:
Cash and cash equivalents $ 13,798622 § 3,996,276
Short-lerm investments;
Certificates of deposit 250,000 250,000
Invesiments 41,257,348 73,436,152
Assets limited as to use 169,772,081 178,501,174

§ 225078051 § 264,183,602

Authorized investments:

Louisiana stale statutes authorize the Organization to invest in direct abligations of the U.S. Treasury and other
federal agencies, time deposits with state banks and national banks having their principal office in the State of
Louisiana, guaranfeed investment contracts issued by highly rated financial insfitutions, and certain invesiments
with qualifying mutual or trust fund institutions. Louisiana statutes also require that all of the deposits of the
Qrganization be protected by insurance or collateral. The market value of collateral pledged must equal or exceed
100% of the deposits not covered by insurance.

Interast rate risk:
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates,
Information about the sensitivity of the fair values of the Organization's investments to market interest rate
fluctuations is provided by the following table that shows the distribution of the Crganization's investments by
maturity;

Investment Maturities {in Years)

Fair Value Less than 1 1-3 6-10 More than 10
Money market mutusl funds $ 19549931 § 19549991 § - % -8
United States Treasury bills 34,299,379 34,299,379 -
United States Treasury Sec. Strips 30,711,858 - 30,711,858
Federal Home Loan 17.270,225 17,270,225 .
United States Treasury noles 109,197 576 - 109,197 876 -
§ 211029429 § 71119505 3 130909834 § - 8
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East Jeffersan General Hospital
and Related Drganizations

Notes to Combined Basic Financial Statements

Note 4. Cash and Investments (Continued)

Credit risk:
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measurad by the assignment of a rating by a naticnally recognized statistical rating
organization.

As of Decernber 31, 2007, the Organization's investments were rated as follows:

Moody's
Investment Type Standard & Poor's  Investor's Service
Money market mutual funds Al+ Aaa
United States Treasury Bills AAA Aaa
United States Treasury Sec, Strips AAA Aaa
Federal Home Loan AAA P-1
United Stales Treasury Notes AAA Aaa

Concentration of credit risk:

The Crganization's investment policy is to apply the standard of prudence: Investments shall be made with
judgrnent and care, under circumstances then prevailing which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for investment, considering the probable
safety of their capital as well as the probable income to be derived. The Organization places no limits on the
amounf that may be invested with one issuer. More than 5% of the Organization's investments are in Maney
Market Mutual Funds and Federal Home Lean. These investments are 9% and 8%, respectively, of the
Organization's total investmenis.

Custodial credit risk:

Custodial credit risk is the risk that in the event of a bank failure, the govemment's deposits may not be retumed to
it. The custodial risk for Investments is the risk that, in the event of the fallure of the counterparty {e.g. broker-
dealer) {o a fransacfion, a government will not be able to recover the value of its investment or collateral securities
that are in the possession of another party, The Hospilal's investment policy requires ali certificates of deposit and
repurchase agreemenis be collateralized by government securities for an amount in excess of FDIC and SAIF
insurance limits. Certificates of deposit or repurchase agreement with terms longer than four days must be held by
an independent third party.

As of Dacember 31, 2007, the $4,208,181 of the Organization's bank balance in deposits with financial institutions
were not covered by insurance or collateral heid by financial institutions in the Organization’s name. The remaining
bank balance of deposits and investments were not subject to custodial credit risk as they are entirely covered by
insurance or collateral held by financial institutions in the Organization's name.
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East Jefferson General Hospital
and Related Crganizations

Notes to Combined Basic Financial Statements

Nota 4. Cash and Investments {Continued)
East Jefferson General Hospital Retirement and Savings Plan:

Following are the components of the East Jefferson General Hospital Retirement and Savings Plan's {Plan) cash
equivalents and investments as of December 31, 2007 and 2006:

Defined
Benefit
Retirement Savings
Plan Plans Total
2007
Cash equivalents $ 2876574 § - % 2875574
Investments 38,169,741 86,764,370 123,934,111
$ 41046315 $ 85764370 3 126,810,685
2008
Cash equivalents $ 2557245 § - % 255745
Investments 34,203,137 73,353,182 107 556,319

$ 36760382 § 73353182 § 110113564

Cash equivalents: The Plan's cash equivalents totaling $2,876,574 and $2,557,245 as of December 31, 2007 and
2006, respectively, consist of government backed pooled funds. The funds are held by a sub-custodian and are
managed by a separate money manager and are in the name of the Plan’s custodian’s trust depariment,

[nvestments: Hospital service districts are authorized under Louisiana R.S. 46:1068 to establish and maintain
acluarially sound pension and retirement systams making contributions from hospital service district funds. They
may make contracts of insurance with any insurance company legally authorized to do business in Louisiana and
may enter into other contracts and Trust Agreements with banks, which are incidental 1o creating and maintaining
an actuarially sound pension and retirement system. As of December 31, 2007 and 2006, the Retirement Plan's
investments were held by JP Morgan Chase. The Savings Plan's investrments are held by AIG Federal Savings
Bank.

Congentration of credit risk: Concentration of credit risk is defined as the risk of loss attributed to the magnitude of
the Pian's investment in a single issuer. The Plan’s invesiment policy states that no more than 5% (of cost) of the
assets assigned to an investment manager may be invested in the securities of ane issuer. As of June 30, 2007
and 2006, there were no investment holdings that exceeded the Plan's concentration of credit risk policy.
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East Jeffarson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note 4. Cash and Investments (Continued)

Credit risk; Credit risk is defined as the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. Following are the credit ralings of the Plan's investments in long-tem debt securities as of June 30,
2007 ang 2006, (U.8. Government and Agency obligations totaling $5,138,564 and $4,549,296 for June 30, 2067
and 2008, respectively, are not rated.} Below is a schedule of other bonds with their applicable ratings.

Govemment Foreign
Fair Valug (Not Rated) Corporale Obligations
2007
Investment type:
AAA $ 8117681 § 5907066 % 2133345 § 77,270
AA 561,705 - 561,705 -
AA 203,841 - 203,841 -
A+ 45,520 - 45,520 -
A 844,863 - 844 863 -
A- 411,762 . 411,762
BEB» 305,609 - 305,809 -
BeB 142048 - 89,346 52,702
BEB- 351811 - 351,811 -
Not rated 5,682 987 3,139,964 943,023 -
$ 16868047 § 11,047,030 § 549,045 % 128,972
2006
Invesiment fype:
AAA $ 4139630 % - 8 4065259 & 74,371
AA 611613 - 611,613
AA- - - - -
A+ 70,568 - 170,588 -
A 1,083,717 - 1,083,717
A- 557714 - 557,714
BBB+ 618,879 - 613,879 -
BBB 773783 - 721,731 52,052
BEB- 306,850 - 306,850 -
Not rated 4,851 812 4,549,795 302,516 -
$ 13114586 § 4549296 § 8438867 § 126,423

The Plan's investment policy regarding credit risk states that all fixed income securities shall carry an investment
grade rating of BBB or higher.
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East Jefferson General Hospital
and Related Organizations

Notas to Combined Basic Financial Statements

Note 4. Cash and Investmants {Continued)

Custodial credit risk: Custodial credit risk is defined as the risk thal, in the event of the failure of the counterparty,
the Plan wili not be able {o recover the value of its investment or collateral securities that are in the possession of
an outside party. The Plan holds its cash equivalents in a nominee name In the amount of $2,876,574 and
$2,557,245 as of June 30, 2007 and 2006, respectively. The Plan has assets in the amount of $123,934,111 and
$106,935,345 as of June 30, 2007 and 2006, respectively, which are not held in a nominee name ar in the name
of the Plan and therefore exposed to custodial credit risk. These assets are held in JP Morgan Chase & Valic
custodial accounts.

interest rate risk: Interest rate risk is defined as the risk that changes in the interest rates will adversely affect the
fair value of an Investment. As of June 30, 2007 and 2006, the Plan had the following investments in long-term
debt securities and maturities:

Greater
Fair Value Less than 1 1-5 6-10 Than 10
2007
Invesiment type:
U.S. government and governmant
agency obligations $ 11047030 § - § 5548838 3 5415713 % 82,679
Other bonds:
Corporate 4,558,540 118,921 2,074,263 851,710 1,473,648
Asset-backed 932,505 - 466,683 203,943 261,879
Foreign obligation 129,972 129,972 .

5 16668047 § 118821 § 5080584 § 6641336 § 1818204

2008
Invesiment type:
L).S. government and government
agency obligations $ 4549296 3 642855 § 1170671 § 544088 5 2191882
Orther bonds:
Corporate 7,373,490 . 1,234,880 3,565,518 2,573,092
Assat-backed 1,065,377 - 230,810 577,59 256,971
Fereign obligation 126,423 74,371 52,052

§ 13114586 § B42855 § 2835381 § 4761573 § 5073887

The Plan has no formal investment policy regarding intarest rate risk.
The Plan invests in coliateralized mortgage obligations. These securities are based on cash flows from Interest

payments on underlying mortgages. Therefore, they are sensifive to prepayments by mortgagees, which may
result from a decline in interest rates.
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Note 5. Composition of Patient Receivables

Patient receivables as of December 31, 2007 and 2005 consist of the fellowing:

Patienis

Less estimated third-party contractual adjustments

Less allowance for doubtiul accounts

Note 6. Capital Assets

Capiial assets activily as of and for the years ended December 31, 2007 and 2006 is as follows:

Capital assets nol being depreciated:
Land
Construction in progress
Total capital assets not
being depreciated

Capital assels being depreciated:
Land improvements
Buildings
Fixed equipment
Major movable equipment
Minar equipment
Total capital assets
being depreciated

Less accumulated depreciation for:
Land improvements
Buildings
Fixed equipment
Major movable equipment
Minar equipment
Total accumulated depreciation

Tolal capital assets being depreciated, net
Qrganizatlon capital assets, net

2007 2006
$ 148718171 § 176,583,985
77,579,542 97 697,273
25,873,617 31,051,655
$ 45265012 % 47,835,057

Transfers

December 31, and Dacamber 31,

2006 Additions Disposals 2007
$ 12873070 - % § 12873070
13,531,086 10,759,779 (11,757,493) 12,533,372
26,404,156 10,759,779 (11,757 493) 25,406,442
6,535,375 4,853 {17.257} 6,522,971
231,613,938 7,103,216 {616,626} 238,100,528
82431514 3,323,768 (5,382,818} 80,361,464
140,527,131 13,107,857 (3,814,954} 145,820,034
902,424 - {11,566} 890,858
462,010,382 23,539,694 (9,854,221} 475,695,855
4,345,652 310,185 (17,257} 4,638,560
99,598,685 7,644,768 {597,398} 106,646,075
45,180,393 4,237 663 (4,648,472) 44,768,584
106,306,736 11,381,723 (4,481,491) 113,206,968
769,755 109,548 {11,568) 867,735
256,201,221 23,683,905 {9,757,184) 270,127,942
205,809,161 (144.211) {97,037) 205,567,913
$ 23213317 10,615,568 §  (11,854,530) § 230,974,355
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Note 6. Capital Assets (Continued)

Transfers
December 31, and December 31,
2005 Additions Disposals 2008
Capital assets not being depreciated:
Land 3 12418178 § 490,000 $ {35108) 3% 12,873,070
Construction in progress 16,522,911 21,017,543 {27 ,009,368) 13,531,086
Total capital assets not
being depreciated 31,941,089 21,507 543 (27,044 476) 26,404,156
Capital assets being depreciated:
Land improvements 5,861,887 673,746 (258) 6,535,375
Buildings 226,186,608 6,136,550 {708,420} 231,613,838
Fixed equipment 50,258,568 35,139,661 (2,966,715) 82431514
Major movable equipment 134,230,568 12,443,256 (6,147,083 140,527,131
Minor equipment 857,335 45,713 (624) 902424
Total capltal assets
being depreciated 417,395 566 54,438,926 (9,824,110) 462,010,382
Less accumulated depraciation for.
Land improvements 3,988,048 357,862 {258) 4,345,652
Buildings 92,382,605 7,648,258 (432.268) 99,598,685
Fixed equipment 45,355,956 1,790,316 (2,965 879) 45,180,363
Major movable eguipment 101,374,252 10,565,806 {5.633,322) 106,306,736
Minor equipment 618,455 153,924 {624) 769,755
Total accumulated depreclation 244 717 A0 20,516,166 (9,032,351} 256,201,221
Total capital assets being depreciated, net 172,678,160 33,922,760 (791,759) 205,609,161
Organization capital assets, net $ 204819240 § 55430303 § (27.835235) § 23221337

In January 2004 the Organization entered into an agreement for the purchase and implementation of a new software
system and related equipment. During the year ended December 31, 2006, the software was placed in service. The
payment terms of the agreement continue through July 1, 2010 with semiannual payments of $1,871,204. This
payable is record on the accompanying combined balance sheets as a current liability of $5,613,882 and noncurrent

liability of $7,435,176.
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Note 7. Long-Term Debf and Interest Rate Swap Agreement
Long-term debt as of December 31, 2007 and 2006 consists of:

2007 2006

Hospital Revenue Refunding Bonds, Series 2004 {A) (E) 3 3,755,000 § 3,950,000
Hospital Revenue Bonds, Series 1898 {B) (E) 109,300,000 112,210,000
Hospital Revenue Refunding Bonds, Series 1993 (C) (E) 33,080,000 36,130,000
Community Disaster Loan (D) 51,024,950 51,024,850
Capital lease obligation, MRI (F) 3,698,145 3.904 597
Capital lease obligation, parking garage {G) 5,006,354 5334775
Capital iease obligations, laboraiory equipment (H) 119,477 149,393
EJASC note payable, bank {1} 2,246,880 2394777

218,230,806 225,098,492
Less current maturities 7,292,323 6,914,478

§ 210938483 § 218184014

{A)  The Hospital issued $5,755,000 of Hospital Revenue Refunding Bonds, Series 2004. The proceeds of these bonds
were used to refund a portion of the Hospital Revenue Bonds, Series 1993 and pay issuance costs incurred. The Series
2004 Bonds bear interest at a variable rate which was 3.64% as of December 31, 2007 and are secured by a lefter of
credit which has been issued in the amount of $5,849,603. Aanual principal payments zre due in amounts ranging from
$145,000 to $3,610,000 thraugh July 2009.

{B)  The Hospital issued $125,000,000 of Hospital Revenue Bonds, Series 1998. The proceeds of these bonds were used
for capital improvements and paying interest and issuance costs incurred. The Series 1998 Bonds bear interast al rates
ranging from 4.5% to 5.25% payable semi-annually. Annual principal payments are due in amounts ranging from
$2 910,000 to $8,130,000 through July 2028.

{C}  The Haospital issued $64,575,000 of Hospital Revenue Refunding Bonds, Series 1953. The proceeds of these bonds
were used to advance refund its Hospital Revenue Refunding Bonds, Series 1986, and for paying bond insurance and
issuance costs incurred. The Series 1393 Bonds bear interest at rates ranging from 5% to 3.75% payable semi-
annually. Annual principal payments are due fn amounts ranging from $3,050,000 to $5,020,000 through July 2016.

{0)  During the year ended December 31, 2006, the Hospital borrowed monies in accordance with the federal Community
Disaster Loan (CDL) program, which is adminisiered by the Federal Emergency Management Agancy (FEMA), The
proceeds cf this loan were used for aperating expenses of the Hospital, mainly payroll costs. The loan bears interest at
fixed rates of 2.68% for approximately $45,489,000 of the loan and 3.0% for the remaining balance. Approximately
$45,489,000 of the fvan plus accrued interest, is due in January 2011, with the remainder due in August and September
2011,

The CDL program is a program of federal aid available to locat governmenls specifically to replace revenue lost as the
result of a natural or man-made disaster. The CDL program is unique in permitting locai gavernmants struck by
disasters 1o borrow directly from the federal government, !t has also been unigue in giving the federal administrators of
the loan program the autharity to cance! the borrower's obligation to repay the loan under specified local budget
conditions. The obligatior to repay the loan shall be canceled if the locality's revenue in the three fiscal years following
the disaster are deemed insufficient by FEMA; however, the current regulations provide that FEMA cannot cancel the
obligation to repay a loan until at lease three years following a disaster,
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Note 7.

{E}

(F)

(H)

Long-Term Debt and Interest Rate Swap Agreement (Continued)

The Series 2004, Series 1998 and Series 1993 Bonds grant a security interest in all revenue either accrued or received
in connection with operations of the Hospital. The terms of the trust indentures require the Hospital to comply with
certain covenants. The covenants provide for restrictions as to financial reperting and require the Haspital fo maintain
certain financial ratios, the most restrictive of which is the maintenance of a specified debt service coverage ratio.

Management has computed the maximum annual debt service requirements for the debt service coverage ratio raferred
ta in the preceding paragraph excluding the Community Disaster Loan which is described in (D) above. In a letter dated
July 17, 2007, EJGH's bend counsel provided an opinion which clarified that the exclusion of the possible balloon
payment of the CDL from these calculations is apprapriate.

The Hospital has entered into a capilal lease agreement with a2 medical partnership for the purpose of constructing a
medical building used to house magnetic resenance imaging unit and radiation therapy equipment. The medical building
and equipment revert fo the Hospital upon termination of the lease. The lease requires monthly base rental payments of
approximataly $47,000 and minimum monthly operating expense payments of approximately $22,000 through March
2017. The base rental payments are subject to a 1% annual cumulative escalaticn clause. The lease is collateralized by
the building and equipment with an amortized cost of approximately $1,811,000 as of December 31, 2006.

The Hospital has entered into a capital lease agreement with East Jefferson General Hospital Foundation fer the
purpose of constructing a parking garage. The parking garage reverts to the Hospital upon termination of the lease. The
lease requires monthly base rental payments of approximately $65,000 and minimum monthly operating expense
payments of approximately $15,000 through May 2017. The lease is collateralized by the parking garage with an
amorlized cost of approximately $2,587,000 as of December 31, 2007,

The Hospital has enterad into three capital lease agreements for the purchase of laboratory equipment. Two of the
leases require total monthly payments of $6,635 through December 2008. The third lease requires quartetly payments
of $11,526 through October 2008, The leases are collateralized by laboratory equipment with an amortized cost of
approximately $153,000 as of December 31, 2006.

EJASC has entered into two notes payable. The first nole bears interest at 8.75%, due in monthly instaliments of
$14,743, with a maturity date of November 2013. This note is secured by fumiture, equipment and accounts raceivable
of EJASC. The second note bears interest at 8.75%, due in monthly installments of $15,135, which are based on a
fifteen year amortization and seven year balioen payment with a maturity date of August 2013. This note is secured by
equipment and accounts receivable of EJASC. These noles payable contain certain financial covenants for EJASC,
including requirements to maintain defined levels of net worth and financial statement reporting requirements.
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Note 7. Long-Term Debt and Interest Rate Swap Agreement (Continued)

tong-term debt activity as of and for the years ended Cecember 31, 2007 and 2008 is as follows:

Hos pital Revenue Refunding Bends,
Series 2004
Hosgital Revenua Bonds, Series 1998
Hospital Revenue Refunding Bonds,
Serles 1993
Community Disaster Loan
Capital lease obiigation, MR}
Capital lease obligation, parking garage
Capital lease obligations, laboratory equipment
EJASC note payable, bank

Hospital Revenue Refunding Bonds,
Series 2004
Hospital Revenus Bonds, Series 1998
Hospilal Revenue Refunding Bonds,
Series 1993
Community Disaster Loan
Capital lease obligation, MR
Capital lease chiigation, parking garage
Capital lease obligations, laboratory equipment
EJASC note payable, bank

December 31, December 31, Due Within
2006 Borrawings Payments 2007 One Year
$ 3950000 § 5 (1950000 % 3755000 § 145000
112,210,000 (2,910,000) 109,300,000 3,055,000
36,130,000 - (3,050,000) 33,080,000 3,215,000
61,024,950 - - 61,024,950 -
3,904,597 - (206,452} 3,608,145 234,223
5,334,775 (328,421 5,006,354 358,339
149,393 102,780 {132,696) 119,477 119,477
2,394,777 {147,897) 2,246,880 165,284
§ 225008492 $ 102780 § (6970466) § 218230806 § 7292323
December 31, December 31, Due Within
2005 Botrowings Payments 2006 One Year
3 4200000 $ - % (250,000) § 3550000 § 195000
114,995,000 (2,785,000) 112,210,000 2.810,000
35,020,000 (2,800,000 36,130,000 3,050,000
- 61,024,950 - 61,024,950 -
4,085,965 - {181,368} 3,904,597 206,452
5,635,776 {304,004} 5334778 P8 AN
217,432 . {68.039) 149,363 72,385
- 2,420,000 {25.223) 2,394,777 152,220
$ 168154473 § 634449850 § (6500631 3 225098492 § 6914478

The aggregate principal and interest meturities, including capital leases, of long-term debt as of December 31, 2007

are as follows:

Year ending December 31
2008
2009
2010
2011
2012
201310 2017
2018 to 2022
202310 2027
2028

32

Principal Interest

$ 7292323 % 7,632,249
7,652,082 7,309,807
7,838,480 6,850,881
69,363,204 14,417 424
8,841,908 6,115,912
46,352,829 23,655,887
27,570,000 15,099,760
36,190,000 7,482,500
8,130,000 406,500

$ 218230806 $  88970,910




East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financial Statements

Note7. Long-Term Debt and Interest Rate Swap Agreement (Continued)
The future minimum renfal commitments payable as of December 31, 2007 on capital lease obligations are as

follows:
Year ending December 31:
2008 $ 4,975,706
2009 1,820,492
2010 1,826,487
2011 1,832,540
2012 1,838,655
2013 10 2017 8,044,920

Total minimum lease payments 17,338,800
Less amount representing executory casts
{i.e., operating expenses) included in folal

minimum lease payments 4,127,552
Net minimum |ease payments 13,211,248

Less amount representing interest 4 387,272
Present value of net minimum lease payments $ 8,823,976

The Hospital's interest rate swap agreement is summarized as follows:

The Hospital is a pary to an interest rate swap agreement for a notional amount of $37,885,000 and $41,049,000
as of December 31, 2007 and 2006, respectively. Under this arrangement, which terminates July 1, 2018, the
Hospital pays a fixed rate of 3.331% and the counterparty pays a floating rate equal to 68% of the ene-month
LIBOR [5.27% and 5.32% as of December 31, 2007 and 2008, respectively), both of which are applied to the
notional principal amount.

The fair vaiue of the swap liability as of December 31, 2007 is $641,666 and asset as of December 31, 2006 is
$305,C19. The change in the fair value of the swap agraement is included in nonoperating revenue in the
accompanying combined statements of revenus, expenses and changes in net assets. The interest settlements
received by the Hospital, or paid to the counterparty, are included as a component of interest expense. The net
settlements (increased) reduced inlerest expense by approximately $(231,300) and $53,700 for the years ended
December 31, 2007 and 2008, respeciively.
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Note 8. Retirement and Benefit Plans
Description of defined benefit retirement plan:

The Hospital contributes to the Retirement Plan for Employees of East Jefferson General Hospital {Plan) which i
a single-employer, nancontribulory defined benefit public employee retirement system (PERS). The Plan is
sponsared by the Hospital to provide retirement benefits as well as death benefits. All full-time employees at least
21 years of age with at least one year of credited service are eligible to participate in the Plan. Pian benefits vest
after five years of crediled service. Emplayses who retire at or after age 62 with 5 years of credited service are
entitied to an annual retirement benefit payable monthly for life. The Plan also provides early ratirement benefits at
reduced amounts at age 55 with 10 years of service. For the years ended December 31, 2007 and 2006, the
Hospital's total payroll for all employees was approximately $136,233,000 and $123,500,000, respectively, and the
Hospital's total covered payroll (for pension plan participants) was approximately $67,012,000 and $69,483,000,
raspectively. Covered payroll refers to all compensation paid by the Hospital to aclive employees covered by the
Plan on which contributions to the Plan are based.

In November 2004, the Board of Directors of the Hospital adopted a resolution to revise the Plan parlicipation
eligibility requirements to exclude employeas hired or rehired subsaquent to January 1, 2005. in January 2005, the
Board of Directors adopted a resolution to freeze the Plan effective April 1, 2005. This resolution has the
immediate effect of reducing the acluarialiy delermine recommended contribution to the Plan for 2005. The Board
of Directers also resolved to increase base contributions to the Employee Savings Plan on a graduated scale
based on length of service.

The benefit provisions of the Plian consist of current and prior accrued benefits. The current benefit provided is
equal to .75% of the participant's annual earnings for each Plan year commencing after December 31, 1988, plus
5% of the participant's annual earnings in excess of covered cornpensation, as defined by the Plan, for each Plan
year commencing after December 31, 1988, for up fo 35 years of benefit service. The pricr accrued benefit
provided was equal to 30% of the participant's final average monthly earnings in excess of the Social Security
Maximum Wage Average. Certain Plan participants are also enfitled to supplemental benefits as specifically
defined in the Plan. The Plan issues a publicly available financial repor that includes financial statements ang
required supplementary infarmation for PERS. That report may be obtained by writing to East Jefferson General
Hospital, Administration Department or by calling (504} 454-4000.

Basis of accounting: The Plan's assels are held in various invesiments, including U.S. govemment and agency
issues, equity securities, mutual funds, foreign obligation bonds, and guarantead investment contracts with a life
Insirance company. The Plan's assel value is the fund value as reported by the life insurance company, which
is a book value with part of the fund subject to a market value adjissiment should the contract be terminated.

Funding status and progress: The amount shown as the net pension obiigation in the following table is a
standardized disclosure measure of the prasent vaiue of pension benefits, adjusted beginning January 1, 2001
for the effects of projected salary increases estimated o be payable in the fulure as a result of employee
service to date. The measure, which is independent of the actuarial funding method used tc determine
contributions to the Plan, is the actuarial present value of credited projected benefits, The measure is intended
to help users assess the Plan’s funding stalus on a going-concern basis and assess progress made in
accumulating sufficient assets to pay benefits when due,
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Note B. Retirement and Benefit Pians (Continued)

Plan members are not required 1o contribute a portion of their annual salary. The Hospitel is required fo
contribute at an actuarially determined rate which was 2.1% and 2.2% for the years ended December 31, 2007

and 20086, respectively.

Significant actuarial assumptions used in 2007 and 2006 include a rate of return ¢n the invastment of present
and future assets of 8,5% per year compounded annually. There has been no cost of living adjustment. The
actuarial value of assets was determined using technigues that smooth the effects of shorl-term volalility in the
fair value of investments over a four-year peried. The unfunded actuarial accrued liability is being amortized as
an open level percentage of payroll. The remaining amortization period al a January 1, 2008 actuarial valuation
date was 30 years,

Annual pension cosis, net pension cbligation and the accrual for retirement benefits for 2007 and 2006 are as

follows:
2007 2006

Annual required contribution for currend year 3 1497719 ¢ 1,487,375
Interest on net pension obligation 2,954 2510
Adjustment to annual required confribution 34,770 (32,507)

Annual pension costs 1,535,443 1,457,378
Contribufion made 1,502 545 1,444 308

Decrease in net pension obligation 32,898 13,069
Net pension obligation, beginning of year 42 595 29,526
Wet pension obligation, ending of year $ 75483 & 42 595

Contributions required and contributions made: The funding policy of the Plan provides for actuarially
determined periodic employer contributions at rates that, for individual employees, remain fairly constant over
time so that sufficient assets will be available to pay benefils when due. The contribution rate for ngrmal cost is
determined using the Unit Credit actuarial cost method. The Plan is being funded based on its normal cost, as
actuarially determined, reduced by amounts sufficient to amortize an over funded amount from prior years over
a len-year period. The Hospital made contributions of approximately $1,503,000 and $1,444,000 for the years
ended December 31, 2007 and 2006, respeclively, and is fully funded according to Internal Revenue Service
funding limitations. Significant actuarial assumptions used to compute the contribution required are the same as
those used 1o compute the standardized measure of the pension benefit obligation.

Trend information: Trend information related to the Plan is as follows;

Fiscal Annual Percentage Net
Yeaar Pension of APC Pension
Ended Cost (APC) Contributed Obligation
1231005 $ 1,446,622 100% § 29,526
12/31/06 1,457,378 39 42 585
123107 1,535,443 a8 75493
35

...
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Note 8. Retirement and Benefit Pians (Confinued)
Employee Savings Plan:

Effective September 15, 1989, the Hospital adopted the East Jefferson General Hospital Savings Plan (Savings
Plan) for the benefit of eligible employees. Benefits under the Plan are payable upon the retirement/disability of the
participant or termination of the participant’s employmeni. The Hospilal believes the Savings Plan qualiifies under
Sections 401(a), 403(h) and 457(b)} of the Internal Revenue Code of 1986, as applicable to governmental plans.

Employees wha have attained the age of 21 and completad one year of service are eligible to become participants
in the Savings Plan. Savings Plan parficipants may elect to make pre-tax contributions up to a maximum of 6% of
their Savings Plan compensation, as defined in the Savings Plan agreement. The Savings Plan agreement
provides that the Hospital contribute 2% of participants' Savings Plan compensation each year and match
participant contributions up to 2% of the participants' Savings Plan compensation. Beginning April 1, 2008, the
Haspital will increase its contribution to a graduated scale of 2% to 5% of compensation based on employee
length of service,

Savings 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 elected by plan participants. A separate
account is established for each Savings Plan parlicipant. Participants have a nonforfeitable rignt to the value of
their after-tax deposits at any time and become 100% vested in Hospital basic deposits and Hospital matching
deposits upon the completion of five years of service. Loans are not permifted under the terms of the Savings
Plan.

Employer contributions and employer paid Savings Plan expenses totaled $3,920,544 and $4,588,894 for the
years ended December 31, 2007 and 2006, respeciively.
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Note 8. Retirement and Benefit Plans (Continued)

The following is a summary of the financial statements ¢f the pension plan and employee savings plan as of and

for the year ended December 31, 2007:

Definad
Banefit (Total
Retirement Savings Plan Memorandum
Plan 401(a) 403(b) 457(b} Only)
Agsets
Receivables and prepaids:
Accruad interest and dividends b3 171,365 § 3 3 - % 135
Contributions receivable:
Employee - - 213,840 63,745 277,585
Employsr - 2,055,549 1,895,497 4851 046
Total receivables 171,365 2,955,549 2,109,337 63,745 5,299 99
nvestments at fair value:
Cash aquivalents 2,876,574 - - 2,876,574
U.5. government and agency issues 11,047,030 - 11,047,030
Corporate bends 5,491,045 - 5491,045
Foreign obligation bonds 128,972 - - {20,972
Equities 21,501,894 - - 21,501,694
AlG Valic - 47,240,232 32,807,393 5,716,745 85,764,370
Total investments 41,046,315 47,240,232 32,807,393 5,716,745 126,810,685
Llabilities
Accounts payable 1,500,782 - - 1,500,782
Contributions pai in advance
due to forfeitures - - - -
Total liabilities 1,500,782 - - 1,500,782
Nat Assets Held in Trust for
Pension Banefits $ 39716838 § 50195781 § 34916730 % 5,780,490  § 130,609,899
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Dsfined
Banefit {Total
Retirement Savings Plan Memorandum
Plan 401(a} 403({b) 457(b} Only)
Additions:
Contributions:
Members $ - 3 5841 § 699989 § 1624602 § 8550432
Emplayer 1,497,719 2,955,548 1,895,498 - 6,348,765
Total contributions 1,497,719 2,961,389 8815487 1,624,602 14,889,197
Invesiment income;
Interest 868,270 25,897 6,601 - 900,768
Dividends 413,882 1,843,827 4,130,084 259,483 3,543,283
Net appreciation in fair value of
invesiments 2,887 546 1,148,128 215,136 (158) 4,250,655
4,169,698 3,017 852 1,351,828 255328 8,784,706
Less:
Investment advisory services 218,768 . - - 218,768
Custodial fees 56,329 43614 21,926 4,328 126,197
Net investment Incoma 3,894,601 2.974,238 1,329,902 251,000 B.449,741
Total additions 5,392,320 5,935,627 10,145,389 1,875,602 23,348,938
Deductions;
Retirement benefits paig and savings plan
withdrawals 2,499,791 2,517,886 1,411,974 220,894 6,650,545
Forfeilures of nonvested contributions - 150448 230,057 380,505
Total deductions 2,499,791 2,668,334 1,642,031 220,894 7,031,050
Net increase 2,892,529 3,267,283 8,503,338 1,654,708 16,317,884
Net assets hald in frust for pension benefits:
Beginning 36,824,369 46,928 488 26,413,372 4,125,782 114,292,011
Ending $ 39716898 § 50195781 & 34916730 3 5760490 § 130,609,599

Deferred compensation and executive banefits:

The Hospital provided a supplemental executive retirement plan (SERP) as well as a deferred compensation plan
to cerlain key employees. The SERP plan was terminated during 2005. No Hospital contributions were made to
the plans in 2007 or 2008. Assets and liabilities associated with the deferred compensation plan were $1,550,323
and $1,383,984 as of December 31, 2007 and 2006, respectively. These amounis are included in noncurrent
assets and liabilities in the accompanying corbined bask: finznclal statements.,
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Note 8. Retirement and Benefit Plans {Continued)
Early termination benefits:

In erder lo encourage early retirement, the Hospital cffered a one-lime only early {ermination benefit in 2602, The
employee had to be 50 years of age or older and have completed five years of credited service by August 15,
2002 to be eligible for enhanced health and dental insurance as part of East Jefferson General Hospital's early
retirement offering to begin on October 1, 2002, The early fermination benefit allows an eligible ernployee to
remain on the Hospital’s health plan at their existing participation level for up to five years, or until the individual is
Medicare eligible. The rates of coverage under the early termination benefit were based on the current employee
rate for the first three years, or through October 2005. Then, the rate was calculated based on the curent
employee rate plus 10% for year four, or Nevember 1, 2005 through October 31, 2008. In the fifth year, the rate
was calculated based on the currerd employee rate plus 20%. After the fifth year, the retirees may remain on the
Hospital's health plan until they are Medicare eligible at a fair market value rate of insurance, which is defined as a
rale no less than the COBRA rate. If the retiree drops coverage any time after refirement, they are no (onger
eligible ta return to the plan. There were 45 and 52 participants stifl remaining under the plan as of December 31,
2007 and 2006, respectively. As of December 13, 2007 and 2006, the Hospital had an accrual of $41,588 and
$187 000, respectively, Also see Note 13.

Note 9. Self-Insurance, Commitments and Contingent Liabilities

Self-insurance for health insurance:

The Hospital is self-insured for its employee health insurance plan. The self-insured claims are processed through
a Plan Administrator. [n 2007 and 2008, the Hospital had stop-loss insurance coverage for claims in excess of
$300,000 per individual per plan year and a lifetime maximum coverage of $700,000 per individual. The following
is a summary of estimated claims liability for the vears ended December 31, 2007 and 2006. The Hospital has
recorded a current lability for open claims and claims incurred but nat reported.

2007 2006
Balance, beginning 3 2,000,000 % 3,186,333
Claims expense 8,002,370 8,058,244
Claims payment {8,002,370) {9,244,577)
Balance, ending ] 2000000 § 2,000,000
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Note 9. Self-Insurance, Commitments and Contingent Liabilities (Continued)
Self-insurance for worker’s cempensation insurance:

The Hospital is self-insured for worker's compensation, The self-insured claims are processed through a Plan
Administrator. The Hospital has purchased stop-loss insurance coverage for claims in excess of $150,000 per
occurrence. Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported (IBNR).
Claim Fabiltties are calculated considering the effects of irflation, recent claim settlement trends, including
frequency and amount of payouts, and other economic and social factors. The following is a summary of estimated
claims liability for the years ended December 31, 2007 and 2008. The Hospital has recorded a current liability for
open claims and claims incurred but not reparted which is included in other accrued expenses.

2007 2006
Balance, beginning $ 1,866,168 § 1,554,232
Claims expense 1,075,056 1,379,367
Claims payment (905,017) (1,067 431)
Batance, ending $ 2,036,207 3 1,866,168

Professional fiabifity insurance:

During 1976, the State of Louisiana enacted legislation that created a statutory limit of $500,000 plus interest,
costs and future medical expenses for each medical professional liability claim and established the Louisiana
Patient Compensation Fund (State Insurance Fund) io provide professional liability insurance to participating
health care providers. The canstitutionality of the statutory limit has been tesfed and sustained to date atthaugh
additional chailenges may be made in the future. The Hospital participates in the State Insurance Fund, which
provides up to $400,000 coverage for settlement amounts in excess of $100,000 per claim. The Hospital is self-
insured with respect to the first $160,000 of each claim and has purchased additional coverage through a claims-
made policy with a commercial insurance carrier for losses on claims in excess of $500,000 for claims made on or
prior to December 31, 2003 and $1,000.000 for ctaims made subsequent to December 31, 2003, The following is a
summary of estimated claims liability for the years ended December 31, 2007 and 2006. The Hospital has
recorded the liability in noncurrent liabilitles.

2007 2006

Balance, beginning 3,541,004 § 3,368,227
Claims expense 1,608,274 177,658
Claims payment and change in accrual (3,350,395) {4,881)

Balance, ending 5 1,796,883 § 3,541,004
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Note 8. Self-Insurance, Commitments and Contingent Liabilities (Continued)

Cther self-insurance programs:

During 2004 the Hospital became self-insured for general liability and vehicle liability. The self-insured claims are
processed through a Plan Administrater. The following is a summary of estimated claims liability from the date at
which the Hospltal became self-insured through December 31, 2007, The Hospital has recorded the liability in
noncurrent liabilities.

2007 2006
Balance, beginning $ 1,218,891 § 961,808
Claims expense and change in accrual 13,418 632,421
Claims payment (564) {375,338)
Balance, ending 3 1,231,745 ¢ 1,218,891

Laws and regulations:

The health care industry is subject to numerous laws and regulations of federal, state and local governments.
Compliance with such laws and regulations can be subject to future government review and interpretation, as well
as ragulatory actions unknown or unasserted at this time. These laws and regulations include, but are not limited
to, accreditation, licensure, government health care program participation requirements, reimbursement for patient
services, and Medicare and Medicaid fraud and abuse. Recently, govemment activity has increased with respect
to investigations and allegations concemning possible violations of fraud and abuse statutes and regulations by
health care providers. Violations of these laws and regulations could result in exclusion from government health
care program participation, together with the impasition of significant fines and penalties, as weil as significant
repayment for past relmbursement for patient services recebved. While the Organization is subject to similar
regulatory reviews, management believes the outcome of any such regulatory review will not have a material
adverse effect on the Organization's financial position.

The Organization has heen named as a defendant in various legal actions arising from normal business activities
in which damages in various amounts are claimed. The amount of ultimale liability, if any, with respect to such
matters cannol be determined, but management believes that any such liability would not have a malerial effect on
the Crganization’s financial position.
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Note 9. Selfnsurance, Commitments and Contingent Liabilities {Continued)
Lease commitments:

The Qrganization leases preperty and varicus equipment under leases that expire at various dates threugh April
2017.

As of December 31, 2007, the total minimum rental commitment under operating lease agreements is
approximately $8,661,000 which is due as follows:

Year ending December 31:

2008 $ 1,908,000
2009 1,755,000
2010 1,754,000
2011 481,000
2012 490,000
2013 to 2017 2,273,000

3 8,661,000

Total rent expense for the above leases for the years ended December 31, 2007 and 2006 was approximately
$2.031,000 and $1,952,000, respectively.

Professional services commitments:

The Organization has agreements for the outsourcing of its infarmaticn technology department and for its
emergency room coverage. These agreements expire in December 2012 and December 2008, respectively.

As of December 31, 2007, the fotal minimum commitment under these agreements is approximately $32 207,000
which is due as follows:

Year ending December 31:

2008 $ 7,143,000
2009 6,256,000
2010 6,256,000
2011 6,256,000
2012 6,266,000

$ 32,207,000

Total expense for the above agreements for the years ended December 31, 2007 and 2006 was approximatefy
$6,977,000 and $6,878,000, respectively.
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Note 10.  Concentrations of Credit Risk

The Hospital grants credit without collateral te its patients, most of whom are local residents and are insured under
third-party payor agreements. The mix of receivables from patients and third-party payors as of December 31, 2007
and 2006 was as follows:

2007 2008

Medicare 46.8% 50.6%
Medicaid 6.7 6.5
Managed care 217 203
Other third-party payors 18.5 139
Patients 6.3 8.7

100.0% 100.0%

Note11.  Investment in Associated Companies and Subsequant Event

The Organization's investment in associated companies as of December 31, 2007 and 2006 consist of the fallowing:

2007 2006
Associated Hospital Services {laundry service) $ 1953435 § 1,546,124
Metairie Medical Office Limited Partrerskip
{medical office bullkding) 989,408 801,789
$ 2942843 § 2,347,923
The Organization's equity in net income of associated companies consists of the following:
2007 2006
Associated Hospital Services 3 407311 % (201,963)
Metairie Medical Office Limited Parinership 187,609 219,830
$ 534920 % 17 967

In March 2008, the Organization sold Its investment in Metairie Medical Office Limited Partnership for approximately
$5,300,000. The resulting gain on the sale of this investment of approximately $4,300,000 will be included in the
slatement of revenue, expenses and changes in net assets during the year ending December 31, 2008.
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Note12.  Functional Expenses

The Organization provides general health care services fo residents within its geographic location. Expenses related
to providing these services for the years ended December 31, 2007 and 2006 are as follows:

2007 2006
Program $ 205164121 5 183737498
General and administrative 143,064,916 138,230,146

$ 348229037 § 321867644

Note 13.  Mew Governmental Accounting Standards Board (GASB) Statements and
Pending Prenouncements

GASB Statement Ne. 45, Accounting and Financial Reporting by Employers for Postemployment Bensfits Other
Than Pensions was issued June 2004 and is effective for the Organization for its year ended December 31, 2007.
This Statement estabfishes standards for the measurement, recognition and display of cther postemployment
benefits expenses and related liabilities or assets, note disclosures and, if applicable, required supplementary
infermation in the financial reports. The Hospital's plan, executive Medicare reimbursement supplement, falls under
the requirements of GASB No. 45. The effect of this Stalement on the Organization was to disclose a liability of
$265,799. The current year required contribution was $279,842 of which $14,043 was contributed resulting in a
liability of $265,799 as of December 31, 2007.

GASB Statement No. 48, Safes and Pledges of Receivabies and Future Revenues and Inira-Entity Transfers of
Assets and Futura Revenues was issued September 2006 and is effective for the Organization with its year ended
December 31, 2007. This Statement established accounting and financial reporting standards for transactions in
which a government receives, or is entitled to, resources in exchange for future cash flows generated by collecting
specific receivables or spegific future revenue. It alsa provides disclosure requirements for a government that
pledges or commits future cash flows from a specific revenue source, In additicn this Statement establishes
accounting and financial reporting standards for intra-entity transfers of assets and future revenue. This Statement
had no effect on the Organization's combined basic financial statements.

GASB Statement No. 47, Acceunting for Termination Benefits, was issued in June 2005 and is effective for the
Organization for its year ended December 31, 2006. GASE No. 47 establishes accounting standards for termination
benefits. Under GASB Na. 47, an employer should recognize a liability and expense for voluntary termination benefits
(early refirement incentives) when the offer is accepted and the amount can be estimated. A liability for involuntary
termination benefils (severance benefits) should be recognized when a plan of termination has been approved by
those with the authority to commii the Organization 1o the plan, the plan has been communicated to the employees
and the amount can be estimated. The Organization's plan, the enhanced health and dental insurance plan, falls
under the requirements of GASB No. 47 as an early retirement incentive.

GASB No. 47 requires the cumulative effect of adopting the accounting standard be recognized in the Organization's

financial statements. As such, the Organization's unrestricted net assets as of January 1, 2005 have been
decreased, and liabilities have been increased, by $716,766, from what was previously reported.
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Note13.  New Govemmental Accounting Standards Board {(GASB) Statements and
Pending Pronouncements (Centinued)

The following change in unrestricted net assets for the year ended December 31, 2005 shows the effect of the
retrospective application of the change in accounting principles for the acoption of GASB No. 47

Change in unrestricted net assets, as previously reported $  (31,078,184)
Less income effect for 2005 327,892
Change in unrestricted net assets $  (30,750,292)

The Organization alse adopted GASB Statement No. 43, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, and GASB Statement No. 46, Nef Assets Restricted by Enabling Legisfation, during the
year ended December 31, 2006, which had no effect on the Qrganization's combined basic financial statements,

As of December 31, 2007, the Govemmental Accounting Standards Beard has also issued several statements not
yet implemented by the Organization. The Statements which might impact the Crganization are as follows:

(GASB Statement No. 49, Accounting and Financial Reporting for Poliution Remediation Obligations, issued
November 2006, will be effective for the Qrganization beginning with its year ending December 31, 2008. This
Statement addresses accounting and financial reporting standards for pollution (including contarnination)
remediation obligations, which are obligations to address the current or potential detrimental effects of existing
pollution by participating in pollution remediation activilies, such as site assessments and cleanups. This
Statement requires the govemment lo estimate the components of expected pollution remediation outiays and
determine whether the outlays for those components shauld be accrued as a liability or, if appropriate, capitalized
when goods and services are acquired.

GASB Statement No. 50, Pension Disclosures, an amendment of GASB Slatement Nos. 25 and 27, issued May
2007, will be effective for the Organization beginning with its year ending December 31, 2008. This Statement
more closely aligns the financial reporting requirements for pensions with those for other postemployment benefits
(OPEB) and, in doing so, enhances information disclosed in noles te the financial statements or presented as
required supplementary information (RSI) by pension plans and by employers that provide pension benefts.

(GASE Statement No. 51, Accounting and Financial Reporting for Intangible Assets, ssued July 2007, will be
effective for the Qrganization beginning with its year ending December 31, 2010, This Statement provides
guidance regarding how to identify, account for and report Intangible assets. The new Statement characterizes an
infangible asset as an asset that lacks physical substance, is nonfinancial in nature and has an initial useful Iife
extending beyond a single reporting period.

(GASB Statement No. 52, Land and Other Real Estate Held as Investments by Endowments, issued November
2007, will be effective for the Organization beginning with its year ending December 31, 2009. This Statement
establishes consistent standards for the reporting of land and other real estate held as investments. Endowments
were previously required 1o report their land and other real estate held for investment purposes at historical cosl.
However, such investments are reported at fair value by similar entities, such as pension plans. The Statement
requires endowments fo report land and other real estate investments at fair value. The changes in the fair value
are to be reported as investment income,

The Organizafion’s management has not yet determined the effect these Statements will have on the Organization's
firancial statements,

45




East Jefferson General Hospital
and Related Organizations

Notes to Combined Basic Financlal Statements

Note 14, Hurricane Katrina

On August 29, 2005, southeastem Louisiana and southern Mississippi were impacted by Hurricane Katrina, and its
resulting aftermath. The economy, papulation and infrastructure of the metropolitan New Orleans area, 1 particular,
have been severely affected. The Hospital is located in Metairie, Louisiana, and suffered disruption of business and
damage to its structures from the effects of the Hurricane. Additicnally, the State's charity hospital system facilitles in
the New Orleans area were heavily damaged which resulted in a substantial increase in the number of uninsured
patients at East Jefferson General Hospital. Management believes this change in payor mix has had dramatic
negative impact on the net patient service revenue recognized by the Hospltal. In addition, post-discharge programs
such as home health care have been affected, leading to increased length of stay at the Hospital. The State of
Loulsiana is currently evaluating how to adequately compensate the affected providers for this shift in patient census.

The Hospital astimates its damage and business interruption losses from the storm exceed $30,000,000. The
Hospital increased depreciation expense by 36,000,000 as an estimate of the change in the useful lives of assets
damaged during the storm for year ended December 31, 2005. The Hospital filed claims with its insurance carriers
and as cf December 31, 2005 had received advances tolaling $10,065,000. However, because management was not
able to reasonably estimate the final settiements that would be reached with its insurance carriers, the advances
received had not been recagnized in the accompanying combined statements of revenue, expenses and changes in
net assets, and were therefore included in other current lfabilities as of December 31, 2005.

During the year ended December 31, 2006, the Hospital agreed to a settlement with its insurance carier. As a result,
$22,750,000 of insurance proceeds (which includes the advance received in 2005) were recognized as nonoperating
revenue in the accompanying combined statements of revenue, expenses and changes in net assets. Additionally
the Hospital has filed claims with the State of Louisiana's assistance programs and with the Federal Emergency
Management Agency {FEMA). The Hospital has received $3,173,506 and $2,265,000 in reimbursement from FEMA
and other insurers for flood damage, which have been included in the accompanying combined statements of
revenue, expenses and changes in net assets as nonoperating revenue for the years ended December 31, 2007 and
2006, respectively.

As of the date of these financial statements management ¢an not reasonably estimate the remaining amount of
reimbursement for outstanding damage and lcss claims, including amounts to be received from FEMA and State of
Louisiana assistance programs. The ultimate future effect of this avent on the ongoing operations of the Hospital is
unknown.

Note 15.  Other Post Employment Benefits (OPEB)
Plan description and funding policy:

The Hospilal sponsors a post-retirement medical plan that provides post-lermination medical insurance coverage
for the participant and the participant’s spouse of haalth insurance through age 65, then lifetime Medicare
supplement insurance. The employees eligible under this policy are key employees as designated by the
Hospital's Board of Directors who terminale employment at or after age 62 with at least 10 years of service. Prior
1o the pariicipants’ age 65, the coverage shall be insured coverage providing a level of benefits reasonably
comparable to the standard medical coverage the Hospital provides to all ful-time employees. Commencing at the
participant’s age 65, the coverage shall be provided in the form of an insured Medicare Supplement Policy
provicing the level of coverage determined by the Hospital in its sole discration.
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Note 15.  Other Post Employment Benefits (OPEB) (Continued)

The Hospital shall pay 50% or 100% of the premiums for ihe coverage under this Plan for the participant and the
parlicipant's spouse depending on the ages of both of the covered individuals' age with a gross premium cap of
$1,000 per month per individual. The required contribution is based on projects pay-as-you-go financing
requirements. For fiscal year 2007, the Hospital contributed $14,043 to the plan.

Annual OPEB cost and net OPEB obligation:

The Hospital's annual other post-employment benefit (OPEB) cost {expense) is calculated based on the annual
required contribution (ARC) of the emgloyer, an amount actuarially determined in accordance to the parameters of
GASB Statemant No. 45. The ARC represents a level of funding that, if paid on an angoing basis, is projected to
cover the normal cost each year and amartize any unfunded actuarial liabilities over a period not 1o exceed 30
years, The following table shows the components of the Hospital's annual OFEB cost for the year, the amount
actuarially contributed to the plan, and changes in the Hospital's annuai OPEB obligation:

Annual required contribution 3 279,842
Interest on net OPEB obligation -

Annual OPEB cost (expense) 279,842
Contributions made (14,043)
Increase in net OPEB obligation 265,799
Net OPEB obligation, January 1, 2007 -

Net OPEB obligation, December 31, 2007 $ 265,799

The Hospital's annual OPEB cost, the percentage of annual CPEB cost contributed o the plan, and the net OPEB
obligations for fiscal year 2007 is as follows. This is the transition year of GASB Stalement No. 45,

Percent of
Annual Annual CPEB Net OPEB
QOPEB Cost  Cost Contribuled Qbligation

Fiscal year ended, December 31, 2007 ) 279,842 5.0% $ 265,799
Funded status and funding progress:

Post Employment Benefit Obligations under GASB Statement No. 45 as of December 34, 2007 the most recent
actuarial valuation date:

Actuarial
Actuarial Accrued Unfunded
Value of Assets  Liabifity (AAL)  AAL (UAAL)  Funded Ratio
Actuarial Valuation Date (a) (b) {b-a) {alb)
December 31, 2007 $ - § 2495161 $§ 2495161 §
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Note 15.  Other Post Employment Benefits (OPEB) (Continued)
Actuarial methods and assumptions:

The actuarial calculations are performed in accordanca with the Projected Unit Credit Actuarial Cost Method as
allowed under GASB Statement No. 45, The excess of the AAL over the actuarial value of plan assets is the
Unfunded Actuarial Accrued Liability. The Unfunded Actuarial Accrued Liability is amortized over a maximum of 30
years in level dolfar amounts on an open period amartization basis. The sum of the nomal cost and the
amortization of the unfunded actuarial accrued liability is the annual required contribution, which with interest at
the valuation date, determines the annual OPEB cost.

Economic cost assumptions:

The rate at which projected cash flows are to be discounted is 4% based on estimated long-term investment return
on the investments that are expected to be used fo finance the payment of benefits.

Actuarial calculztions reflect a long-term perspective that involves eslimates of reperted amounis and assumptions

about the probability of events far into the future. Actuarially determined amounts are subject to continual revision
as actual results are compared to past expectations and new estimates are made about the future.
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Schedule of Funding Progress 2007 2006 2005

Actuarial valuation date 114108 11107 11106
Actuarial value of assels (AVA) $ 39,790,947 36,954,546 34,719,918
Actuarial accrued liability (AAL) $ 54976707 £3,050,297 50,674,981
Unfunded AAL (UAAL) $ 15185760 16,095,751 16,955,063
Funded ratio 72.4% 69.7% 68.5%
Annual covered payroll $ 67,011,684 69,482,662 69,325,248
UAAL as % of payrol 2.1% 23.2% 23.0%

The information presented in the required supplementary schedule was determined as part of the actuarial valuafion
at the date indicated. Additional information as of the latest actuarial valuation follows:

The valuation date is January 1, 2008.

The assets are shown at falr value.

O Ao

The actuarial method used is traditional unit credit,
The amortization method is a level payment open methed. The remaining amortization period is 30 years.
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December 31, 2007
Assets EJGH EJPN, LLC PET Scan EJASC, LLC EJRO,LLC EJCV,LLC Eliminations Combined
Current Assets:
Cash and cash equivalents $ 6176419 § 82518 3 1158738 § 1109308 § 4232132 % 1039417 3§ - % 13798622
Short-term investments 41,507,348 - - - 41,507 348
Receivables:
Patients, net 41,940,281 1,511,093 871,238 342,400 B 45,265012
Other 5,006,453 238,385 28,667 - 209,321 . (567,307} 4915538
Estimated third-party payor
settements 653,434 - - - - 553,434
Assats limited as to use, current
portion 10,986,800 - - - - 10,386 200
Inventories 8,183.447 - - - - - 8,383,447
Prepaid expenses 3628971 - 31,98 20,959 - - 3,587,898
Total current assets 118,093,163 320,913 2,736 466 2,001,595 5,183,853 1,039,417 (657 ,307) 125,008,100
Noncuerent Assets:
Assals limited as o use:
fnder bond ndenturs 29,259,188 - - - . - 29 259 188
Board-gesignated for specific
pumpcsas 140,512,893 - - - - 140,512,893
169,772,081 - - - - 169,772,081
Less pertion required for current
liabiities 10,926,800 - - . - 10,986,800
158,785,281 - - - - - 158,785,281
Capital assels 220,317,878 - 197,387 2,510,907 250,578 98,313 {1.409,708} 230,974,355
Debtissuanoe costs, net of
acoumulated amortization 2,883,778 - - 11,000 - 2854778
Investment in related organizations
and associated companies * 11,754,914 - - - - (8,852,07) 2942 843
Detetred compensation and life
insurance 3,408,963 - . - - - 3408 863
Total noncurrent assets 406,190,814 - 197,387 2,521,907 259,578 98,313 (10,261,779} 389,006,220
§ 524283977 § 320913 § 2531853 § 4623502 § 5643431 0§ 1,137,730 §  (10,820,086) § 528,014,320

" EJGH carries ils investnant in EJPN, LLG at $1,193,450 as of December 31, 2007. This investment shou'd be carried at $1 23,631 The effects of this investment have been properly
efiminated in the combined balance sheet as of Cecember 31, 2007.
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Liabllities and Nef Assels “L EJGH FJPN, LLC PET Scan EIASC, LLG EJRO, LLC EJCV, LLC Eliminaticns Combined
Current Liabilifes:
Curent malurities of long-term debt $ 7853480 § 3 - % 185284 § $ - % (528421) § 7202313
Accounts payable 14,027 757 27,820 167,861 306,204 - (669.307) 14,762,335
AcClued expenses:
Salaries and wages 3,127 480 - - - 3,127,480
Paid leave 4,462,098 - - - 4462098
Health insurance claims 2,000,000 - - 2,000,000
Interest 6,730,056 - - - 6,730,056
Estimated third-party payor
setlements - - - -
Other 13,626,452 159,286 53,400 49,502 - - 13,683 640
Total current liabilktles 52527303 159,286 £1,220 382,647 308,204 - {1,195,728) 52,262,932
Nencurrent Liabilllies:
Deferred compensation and axecutive
benefits 1,550,323 - - 1,550,323
Retirement banefits 341,292 - 341,292
Estimated self-insurance reserves 3,328,628 - - 3,328,628
Long-tern debt, fess current maturifies 209,225,050 - 2,381,596 . (368,163} 210,938,483
Other accrued expenses TA35176 391,652 - {391,652) 7435176
Interest rate swap 841,666 - - 641,666
Minority Interest in related
organizations - - - 2,938,143 2,838,143
Total noncurrent
liabitities 282522135 2473248 2,078,328 27,0m3, 71
Total liabilitles 275,049,438 159,286 81,220 2,855 895 308,204 882,600 279,336,643
Net Assets:
Invested in capilal assets, net of
related debi 73464318 197 387 254027 259,578 98,313 {24,733 74,258,880
Restricted under bond indenture 29,250 188 - - 29,259,188
Unrestricted * 146,511,033 161,627 2,655,246 1,403,580 5,075,648 1039017 (11,686,953 143,159,599
Total net assets 240,234,53% 181,627 2,852,633 1,667 607 5,335,227 1,137,730 {11,711,686) 243 677 677
§ 5242834877 § 320413 5 2933853 § 4523500 § 5643431 § 1137730 § (10,329,086} § 528014220

81




East Jefferson General Hospital
and Related Organizations

Combining Balance Sheet

December 31, 2006
Assels EJGH EIPN, LLC PET Scan EJASC, LLC EJRC, LLC EJCV,LLC Eliminations Combined
Current Assets:
Cash and cash equivalents $ - § 79481 8 1575757 0§ 7BS260 §  89977A § 656000 § - § 0 3856276
Short-terminvestments 73,686,152 - - - - 73,686,152
Reteivables:
Patients, net 44 B41.711 - 4,548,305 538,400 906,641 - - 47,835,057
Other 2,159,390 212,200 998 - - 645,460 [1,327,053) 1,695,004
Asseds limited as to use, current
portion 16,545,231 - - - - 10,545,281
Inventories 6,206,413 - - - - 5,206,413
Prepaid expenses 5,156,723 47376 17,505 - - - 5,220,604
Total current assets 142,554,680 291,681 3472 436 1,341,165 1,806 419 1,305,469 (1,327,053} 149,184,797
Noncurrent Assets:
Assels limited as to use:
Under bond indenture 29,063,269 - - - - - 29,093,265
Board-designated for specific
purposes 147 407 905 - - - - . B 147,407 905
176,601,174 - - 176,501,174
Less portion required for current
liabilities 10,545,261 - - - 10,545,2%1
165,955,883 - - - 169,955,883
Capital assets 230,477,213 383,661 2,737,418 125,780 - (1,510,768) 25213317
Debi issuance costs, pef of
acsumuiated amortization 3,212,543 - 14,000 - - 3,226,542
Investment in related organizations
and assotialed companies * 7,226,564 - - - - (4,878,641) 2347923
Deferrgd compensation and life
nsurance 3,279,010 - - - - 3,279,070
Interest rate swap agreement 105,019 - - . - - - 305,019
Total noncurrent assets 410,456,202 - 383,661 2,151,418 125,790 - (6,389,406) 407,327,785
§ 553,050,972 & 291681 % 3556007 § 4092583 § 1932209 § 1305469 § (7.716459) § 556512552

’ EJGH carries its investmentin EIPN, LLC at §1,483,454 as of December 31, 2006. Thig nvestment should be caried at $138,588. The effects of this investment have been properly
eliminated in the combined balance sheat &s of December 31, 2006.
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Liabllies and Net Assets EJGH EJPH, LLC PET Sean EJASC. LLC ERO,LLC EJCV, LLG Eliminations Combined
Current Liabilities:
Current maturifes of long-temn debt $ T25264% § $ -8 152220 8 $ - §  (490391y $ 6914478
Outstanding checks In excess of
bank balance 4,456,629 - - - - 1,458,629
Accounts payable 19,864,176 145,799 26,007 156,951 554,935 (1,327,053} 19,460 815
Accrued expenses:
Salaries and wages 2517717 - - 27T T
Paid leave 4,354,770 - - - 4,354,770
Health insurance claims 2,000,000 2,000,000
Interest 4,893,281 - - - 4,093,281
Estimated third-party payor
seltements 2181128 - - - - 2,181,128
QOther 12624,559 - 74,362 34,183 - - 12,733,104
Total current llanilities 57,206,909 145,799 100,365 383,354 554935 - {1,817 444} 56,573,922
Nencurrent Liabilities:
Deferred compensation and executive
benefits 1,383,984 - - - 1,383,984
Retirement benefits 42,595 - - - - 42 595
Esfimated self-insurance reserves 5,059,895 - - - - 5,059,899
Long-term debt, less current maturities 216,836,041 - - 2,242 557 - . (894,584) 218,184 014
Other accrued expenses 11,177,764 - - - - 11,177,764
Minarity interest in relaled
ogrganizations - - - 3,257,536 3,257 536
Total noncurrent
liabllities 234,500,279 - - 2,242 557 2,362,852 239,105,788
Total iabilities 291,707,188 145,799 100,369 262591 554,535 545,508 205679710
Net Assets:
Irwested in capital assets, net of
related daht 72010591 - 383,681 356,641 126,790 - (125,750 72,751,293
Restricted under bond indentyre 28,093,269 - - - . - - 29,093,269
tUnrestricted * 160,239,524 145,682 3,072,067 1,110,031 1,251,484 1,305,469 (8,136,177, 158,988,280
Tota? net assets 261,343,784 145,882 3455728 1,466,672 1,377,274 1,305,469 (8,261,967 260,832,842
§ 553,050972 § 291681 § 3556007 § 4000583 § 1932200 § 1305460 § (7.716450) § 558512552
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East Jefferson General Hospital
and Related Organizations

Combining Statement of Revenue, Expenses and Changes in Net Assets

Year Ended December 31, 2007

EJGH EJPN, LLC PET Scan EJASC, LLC EJRC, LLC EJCV, LLC Eliminations Combined
Operating revenue.
Net palien! service revenue 294040186 % 4 3551202 § 4840281 § 11,2118113 § - 3 § 311649762
Other operating reverue 7,392,461 42601 {2,353,870) 5,081,192
Total operating revenug 304,432,627 3,551,202 4,840,281 11,260,714 (2,353 870} 318,730,854
QOperaling expenses:
Salaries, wages and benefis 160,791,541 - 908.013 - . 161,698,554
Purchased services and other 94,573,975 13,500 1,488,603 1,172,962 7,067,744 130,080 (3,235,308} 101,202,466
Supplies 50,383 407 811,378 228,533 - 51,523,318
Depreciation and amortization 23,825,992 - 186,274 276,924 16,484 (290,004} 245,870
Interest 6,718,619 206,083 9,524,802
Total operating expenses 339,293,734 13,500 1675,877 3,475.360 7,302,781 130,080 (3,525,402} 348,365,810
Income (loss} from
operations (37.861,107) {13,500} 1,875,325 1,364,921 3,967,953 {120,000} 1,171,532 129,634,956)
Honoparaling revenue {expenses):
Investment earmings 14,905 921 3,037 21,580 34,740 22912 14,988,190
Ranlal income from leases 4,143,698 26,208 {844,373 332553
Cammunity benefi services (456,688) (456,688}
Gain (loss} on disposal of capital assels (66,953) - - (66.953)
Grant revenues 3,173,506 - 3,173,506
Canributians 320,839 . - 329,839
Equiry in net Income (loss) of related
anganizations and associated
companies 6,755,262 - (6,760,342 554,926
Ghanga in fair value of interest rate
swap apreement (946 685) - - {946.585)
Other - 1274 - 110
27,437,800 29,245 21,580 38,014 22,912 {7,004,715) 20,84293%
Excess of revenue over
{under} expenses belore
capital contribution
(disiributlon), transfers
and minority interest (10,023,207) 15,745 1,895,506 1,400,935 3,957,353 (107,168) 5,833,189 8,692,020)
Gapital contribution (Gistribution} (2,500,000} {4.200,000) - {60,571) 3,760,5M
Tranglers to Jefferson Parish (2,086,038) - - - {2,085,038)
Minarity interest I net income of
related organizationg - - (1,317,101 1,377,107}
Changein nel assets {12,109,245) 15,745 {603,095} 200,935 3,957,083 {167,739 (3.448.719) (12,155,165)
Net assets.
Beginning 261,342,784 145,882 3455728 1,468,672 141,274 1,305,469 18,261,967} 260,832,642
Ending 24823463¢ § 184827 § 2850633 § 1667607 § 5336207 § 1137730 §  (11,711686) § MAETVET

54



East Jefferson General Hospltal
and Related Qrganizations
Combining Statement of Revenue, Expenses and Changes In Net Assets
Year Ended December 31, 2006
EJGH EJPN, LLG PETY Scan EJASG, LLC EJRO, LLC EJCY, LLC Ellminations Combined
Cperating ravenue:
Nel patient senvice revenue $ 274965823 3 - 0§ 4350 8 1106293 § 1410543 § - § - % 281828588
Other operating reverye 7,231,119 - - - - - - 7.231.719
Total operating revenus 282,197,542 - 4,343629 1,108,293 1,410,843 - - 289,060,407
Operating expansas:
Salaries, wages and benefils 149,230,326 - . 473,468 - - - 148,703,795
Purchased services and other 91,189,560 13,500 1557778 644,514 558,959 - (26,208) 93,908,563
Supplles 48,203,751 - - 378,946 480 - - 48 673,157
Dapraciation and amortization 20,119.7118 . 920775 133,39 - - {290,004] 20,883,383
Interest 8676176 . . 122,569 - - . 8,798,745
Total operating expenses 317,509,953 13,500 2478053 1722801 555459 . (316,212 121,967 644
Income (10s5) from
oparations {35,312411) {13,500) 1,865,576 1614,598) 851464 - 318212 (32,907,237
Noncperating revenue {expenses):
Ivestment eamings 10,875,737 3141 18,326 38,093 - - - 10,935,207
Rantal income from leases 2,577,987 26,208 - - . - (26,208) 2,577,987
Commwnity benefi services [363,299) - - - . - - {363,299)
Gain on disposal of canltal assets 321,287 - - - - - - 321,287
Insurance proceeds 25,015.034 . . . . - - 25,015,034
Cantributions 439,513 - - - - - - 439513
Equity in nel income (ess) of related
orgarizations and assoclated
companias 610,638 . - - . - {592,671) 17,967
Changa in falr value of interest rale
swap agraement 294,791 . - - . - - 294,791
Other - . - {454 . - - 1,454
39,771,688 29,349 19,326 39,547 . - [618,879) 35,240,031
Excess of revenue over
(under) axpenses before
capital contribution
(dlstribution}, transfars
and minorty intersst 4,459,277 15,849 18835902 {575,051} 851,454 - {302,657 5,332,794
Capttal comtrbution (distibution) - - (1,700,000) 185,520 525,790 1,305,469 [316,788) -
Transfers to Jefferson Parsh (560,505} - - - - - - (960,505)
Minarity interest in net income of
related crganizations - - - - - - (734,532} (734,532
Change in et agsels 3,498,772 15,849 183,802 {389,522} 1,377,274 1,305,489 11,353,987) 4,637,757
et assets:
Baginning 257.845,012 130,033 1M, 1,896,194 - - 6,907,980) 256,195,085
Ending 3 261,343,784 § 145882 § 1455728 § 1466672 3 1377274 § 1305469 § (8261957) 3 260832842
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East Jefferson General Hospital

and Related Organizations

Statements of Revenue, Expenses and Changes in Net Assets Information

{Hospital Only)

Years Ended December 31, 2007 and 2006

Gross Patient Service Revenue, 2007
Summary by Department Inpatient Outpatient Total
Routine care services:
Medical and surgical $ 79,245,598 $ 6635054 3§ 85,880,652
Intensiva care 20,492,993 12,075 20,505,068
Coronary care 6,378,931 1,210 6,380,201
Psychiatric care 6,517,062 711,097 7,288,149
Nursery 13,297,211 17 13,297,388
Rehabilitation 2,890,774 - 2,890,774
Skilled nursing facifity 6,828,964 - 6,828,964
135,651,583 7,419,613 143,071,196
Ancillary services:
Ambulance 3,325,192 11,613,190 14,938,382
Anesthesiology 17,825,540 14,877,112 32,702,652
Blood bank 8,036,605 1,928,588 9,965,193
Cardiology 43,276,501 34,797,081 78,073,582
Central supply §65,389 285,094 850,983
Dialysis 3,004,327 219,893 3,224,220
Electroencephalography 302,875 257 645 560,520
Emergency services 10,798,420 26,697,665 37,496,085
Endoscopy 2,487,082 4,894,657 7,381,769
Labor and delivery 5,089,558 868,087 5,957,646
Lakoratory 32,625,753 29,623,586 62,249,333
Magnetic rescnance imaging 3,029,553 8,732,640 11,762,193
Operating and recovery 87,003,963 64,556,992 151,560,955
Qutpatient screening of wellness - 2,150,248 2,150,248
Pharmacy and iV sclution 101,190,709 47,221,538 148,418,247
Physical therapy 11,407,132 1,179,496 14,586,628
Physician network revenue - 22,019,613 22,019,613
Radiation tharapy 651,688 608,487 1,260,175
Radiology 32,989,285 58,136,954 91,126,239
Respiratory care 18,524,402 4,500,595 23,024,997
Wound care center 24426 2,481,140 2,505,566
382,158,901 329,656,331 721,815,232
$ 517,810,484 % 347,075,944 864,886,428
Less charity care 2,884,332
Gross patient service revenue 862,002,096
Less discounts, allowances and estimated
contractual adjustments under thirgd-
party reimbursement programs 542,260,006
Less provision for bad debts 25,701,924
Net patient service revenue $ 294,040,166




2006

Inpatient Qutpatient Total
80,656,571 3 5349317 % 86,005,888
18,674,493 7,908 18,682,398

5,967,954 - 5,967,954
6,349,390 744,133 7,093,523
11,498,254 909 11,499,163
3,697,682 7,269 3,704,951
6,017,113 - 6,017,113
132,861,457 6,109,533 138,970,990
1,673,280 6,607,322 8,480,602
14,307,648 14,893,003 29,300,651
7,491,842 1,918,714 9,410,556
45,781,446 27 603,797 73,385,243
2,203 457 1,554,420 3,757,877
3,038,148 182,040 3.220,186
333,140 232,981 566,121
10,492,229 21,048,831 31,541,080
2,967,789 5,684,543 8,672,332
5,052,747 749,442 5,802,189
30,060,745 29,020,851 59,081,606
2,677,319 9,043,330 11,720,649
78,279,128 74,337,703 152,616,831
- 2,000,258 2,000,258
98,645,814 33,639,370 132,285,184
10,756,639 2,999,021 13,755,660
- 21,044,109 21,044,109

1,487 668 16,728,266 17,215,954
30,837,246 53,632,962 84,570,208
18,807,500 4,133,185 22,940,665
14,555 2,143,659 2,158,214
365,228,358 328,297,797 693,526,155
498,089815 § 334,407,330 832,487,145
1,559,146

830,937,999

516,242,037

39,730,138

$§ 274,965,823
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East Jefferson General Hospital
and Related Organlzations

Statements of Revenue, Expenses and Changes in Net Assets Information
{Hospital Only)
Years Ended December 31, 2007 and 2006

Cther Operating Revenue 2007 2006

Cafeteria $ 2,143,074 § 2,223,650
Educational fees 10,264 64,893
Special meals 942,569 831,762
Vending machines 448,939 436,454
LTAC services 848,573 829,821
Wellness Center membership fees 2569,242 2,455 205
Elder Advantage fees 28,034 28190
Miscellaneous 395,766 361,744

$ 7392461 §  7.231.719

Provision for Discounts, Allowances and Estimated
Contractual Adjustments under Third-Party
Reimbursement Programs

Medicare confractual adjustments $ 191,684,190 § 235,394,451
Medicaid contractual adjustments 49,282,345 35,699,857
Managed care discounts 301,293,471 244 910,384
Obstetiic package discounts - 337,315

$ 542260008 § 51624203/

58




East Jefferson General Hospital

and Related Organizations

Statements of Revenue, Expenses and Changes in Net Assets Infarmation

{(Hospltal Only) .

Years Ended December 31, 2007 and 2006

2007
Salaries, Purchased
Wages and Services

Departmental Expenses Benefits and Other Supplies Total

Routine services:
Medical and surgical $ 21003137 % 1754947 § 3249586 § 32,007,670
intensive care 5,151,506 483,168 1,058,544 6,693,218
Coronary care 1,859,171 150,295 367,696 2,371,162
Psychiatric care 1,905,234 28,161 348,724 2,282,119
Nursery 4,300,944 300,540 512,674 5,114,158
Nursing administration 892,866 12,621 31,966 937,453
Rehabilitation 1,128,417 88,162 208,565 1:425,144
Skilled nursing facility 2,806,775 120,433 416,625 3,343,833

45,048,050 2,938,327 £,194,380 54,180,757

Ancillary services:
Ambulance 4,075,653 475,364 {1,407,376) 3,143,611
Anesthesiology 137,343 1,160,663 5,562,177 6,860,183
Blood bank 816,038 2,298,009 221,462 3,335,509
Cardiology 3,652,345 6,938,921 73,700 10,664,966
Central supply 458,546 1,082,720 562,537 2,103,803
Dialysis - 10,041 759,118 769,159
Electroencephalography 76,849 6,203 2,121 85,173
Emergency services 4,483,995 835,581 1,954,705 7,274,281
Endoscapy 750,666 332,560 5,834 1,089,060
Labor and delivery 1,948,621 527,245 186,168 2,662,034
L.aboratory 4,016,244 1,864,737 1,485,612 7,366,593
Magnetic resonance imaging 380,913 240,559 84,060 705,532
Operaling and recovery 7,989,593 22,719,715 3,021,771 33,731,079
Occupational Medicine &

Wellness Center 1,644,630 146,403 1,929,347 3,720,380
Pharmacy and [V solution 3,829,199 201,681 23,064,341 27,085,217
Physical therapy 3479481 88,901 328679 3,897,061
Radiation therapy 1,000,862 98,131 {690,366) 408,627
Radiclogy 5,112,803 2,908,956 538,971 8,560,730
Respiratory care 3,704,513 571,723 1,002,904 5,285,140
Wound care center 479,479 177,716 30,701 687,896

$§ 48037769 $ 42691829 § 38716466 $ 129,446,064




2006

Salaries, Purchased
Wages and Services

Beneflts and Other Supplies Total
$ 25731187 % 4185991 § 1415614 § 31,332,792
5,267,079 530,713 443112 5,240,904
1,723,855 442,118 106,675 2272648
1,655,079 378,249 28,588 2,061,816
3,589,879 141,581 218,598 3,851,058
390,446 25,879 49,996 466,321
1,232,415 281,568 74,479 1,588,462
2,062,097 504,579 161,787 2,728,463
41,852,037 6,490,678 2,499,849 50,642,564
3,323,189 (841,465) 435,693 2918417
97 589 1,874,677 808,583 2,880,859
£95,987 168,762 2,146,386 3,031,135
3,312,310 98,502 7,281,885 10,602,697
461,080 571,379 2,428,843 3,461,302
- 812,650 7,690 820,340
63,946 2,697 7,061 73,704
4,220,196 1,410,979 675,608 6,306,783
778,851 10,868 512,580 1,302,298
1,745,903 333,492 378,716 2,458,111
3,306,158 1,480,951 1,599,817 6,356,926
352,062 195,845 459,294 1,007,201
7157723 2,635,502 19,679,608 29,472,833
1,392,547 1,825,990 158,100 3,376,637
3,119,760 21,400,985 223,219 24,743,964
3,129,985 134,039 77,005 3,341,029
831,556 130,246 121,505 1,083,307
5113877 376,222 3,605,224 9,095,323
3,580,908 609,780 535408 4,726,096
441,770 26,604 101,211 569,585
$ 43125397 § 33258705 S 41344446 § 117,728,548

(Continued)




East Jefferson General Hospital

and Related Organlzations

Statements of Revenue, Expenses and Changes in Net Assets Information

(Hospital Only) (Continued)

Years Ended December 31, 2007 and 2006

2007
Salaries, Purchased
Wages and Services
Departmental Expenses Benefits and Other Supplies Total
General services!
Dietary and cafeteria $ 2454560 % 2,086689 $ 205,301 3§ 4,746,550
Housekeeping 2,334,989 474,848 769,057 3,578,894
Laundry - 28,296 104,000 132,296
Plant engineering and security 3,444,222 627,284 4,939,670 9,011,176
Utilities - . 4,575,784 4,575,784
8,233,771 3,217,117 10,593,812 22,044,700
Fiscal and administrative
Services:
Accounting 613,540 6,956 (7,675) 612,821
Administration 13,484,430 454,576 14,679,235 28,618,241
Information systems 463,369 60,389 11,702,703 12,226,461
Education 160,298 5,753 89,923 255,974
Employee benefils 23,285,793 . . 23,285,793
Financial support services - . - .
Insurance . . 3,110,516 3,110,518
Medical records 2,052,019 44,374 802,416 2,898,809
Miscellaneous . . 855,666 855,666
Patient accounts 2,906,530 32,244 3,116,487 6,055,261
Personnel 2,064,230 44 476 333125 2,441,824
Physician's network 12,316,289 392,589 {102,273) 12,606,605
Printing and duplication 67,831 382,550 25,406 475,787
Professional fees - . 1,673,887 1,673,887
Public relations 1,256,467 92,207 2,750,991 4,099,665
Purchasing 357,993 2,537 11,325 371,855
Telephone service 233,948 207 . 234,855
Volunteer services 209,214 16,576 27,585 253,375
59,471,951 1,536,134 39,069,317 100,077,402
Total $ 160791541 $ 50383407 $ 94573975 § 305748923
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2006

Salaries, Purchased
Wages and Services

Benefits and Other Supplies Total
$ 2438167 % 166,596 § 2138843 § 4,743,606
2,259,197 991,836 404,045 3,655,078
- 122,458 33737 156,195
2,808,573 4,696,608 517,576 8,022,757
- 4,592,980 - 4,592,980
7,505,937 10,570,478 3,004 201 21,170,616
546,648 11,141 12,227 570,016
12,327,168 11,594,051 284,693 24,205,912
1,775,594 11,443,295 148,570 13,367,559
171,521 83,079 20,354 254 954
23,474,648 - - 23,474,648
66,191 (1,172) (338) 64,681
- 5,011,846 - 5,011,846
2,103,096 650,680 114,373 2,868,149
- 633,296 - 633,296
2,537,571 3,205,870 61,083 5,804,524
1,727,022 419,321 48,585 2,194,928
10,329,366 2,600,186 254,581 13,194,733
80,502 6,133 361,388 428,023
- 2,472,551 - 2472551
1,209,279 2732785 81,254 4,023,318
241,259 21,830 {61,804 201,285
184,832 1,146 1,976 187,954
191,660 4,081 18,213 213,954
56,946,857 40,870,119 1,355,255 89,172,331
§ 149230328 § 91189980 § 48293751 § 288,714,059
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East Jefferson General Hospital

and Related Organizations
Hospital Statistics
Years Ended December 31, 2007 and 2006
(Unaudited)
2007 2006

Total admissions 21,523 20,566
Inpatient admissions, excluding nursery 17,867 1713
Nursery, newborn and neonatal 2,241 2,215
Total patient days of service 128,212 126,720
Inpatients, excluding nursery 122,573 124 562
Nursery, neonatat 5,556 3,981
Nursery, newborn 5,639 5,158
Special care units days of service, included

in inpatient days of service above:

Psychiatric unit 7,215 7,327

Rehabilitation unit 4217 5,669

Skilled nursing facility unit 9,465 11,553
Average daily census 351.2 355.4
Inpatients, excluding nursery 3358 3413
Nursery, necnatal 15.2 109
Nursery, newbom 15.4 14.1
Percentage of cccupancy, inpatients,

excluding nursery 78.3% 75.2%
Medicare percentage of total patient days 5§5.9% 51.8%
Average length of stay (days).

inpatients, excluding nursery 6.4 67

Nursery, newborn and neonatal 25 235

Psychiatric unit 8.7 73

Rehabilitation unit 16.0 17.7

Skilled nursing facility unit 1286 13.9
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East Jefferson General Hospital
and Related Organizations

Hospital Stalistics
Years Ended December 31, 2007 and 2006

{Unaucited)
2007 2006

Ambulance rung 18,986 12,100
Anesthesiology cases 14,178 16,149
Blood bank units of service 102,822 100,852
Cardiology:

Cath lab procedures 11,452 11,694

Noninvasive procedures 68,918 63,674
Deliveries, newbom 2,586 2,308
EEG tests 1,706 1,822
Emergency raom visils 50,784 48,033
Endoscopy procedures 10,562 10,261
Laboratory units of senvice 1,251,229 1,220,786
Surgical hours 26,329 29,109
Open heart operations 272 301
Physical therapy relative value units 83,353 75,887
Recovery room visits 10,277 11,351
Respiratory care units of service 350,122 333,390
Radiology.

Diagnostic exams 87,489 80,703

CT7 scans 38,630 34,001

Nuclear medicine exams 12,089 9,461

Ultrasonic procedures 15,903 14,508

Special procedures 4,141 4 660

MRI procedures 8,380 8,250
Full-time equivalent employees 2,706 2,420
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independent Auditor’s Report

on Internal Control Over Financial Reporting and

on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance

with Government Auditing Standards

Board of Directors
East Jefferson General Hospital
Jefferson Parish, Louisiana

We have audited the combined basic financial statements of East Jefferson General Hospital and related
organizations (Qrganization) as of and for the year ended December 31, 2007 and 2006, and have issued our report
therecn dated April 28, 2008 and August 1, 2007, respectively, We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Govemnment Audifing Standards, issued by the Comptroller General of the United States. We did not
audit East Jefferson Radiation Oncology, LLC for the year ended Degember 31, 2007, We did not audit East
Jefferson Ambulatory Surgery Center, LLC and the pension trust fund statements of East Jefferson General Hospital
for the years ended December 31, 2007 and 2006. Those financial statements were audited by other independent
auditors whose report thereon has been fumished to us and, our opinion on the combined basic financial statements
is based solely upon the reports of other independent auditors.

The financial statements of East Jefferson Ambulatory Surgery Center, LLC, PET Scan Center of East Jefferson,
LLC, East Jefferson Radiation Oncology, LLC and East Jefferson Cardiovascular Venture, LLC were not audited in
accordance with Government Auditing Standards.

internal Contrel Over Financial Reporting

In planning and performing cur audit, we considered East Jefferson General Hospital and related organization's
internal control over financial reporting as a basls for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinicn on the
effectiveness of the East Jefferson General Hospital and related organization's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the East Jefferson General Hospital
and related organization's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does net allow management or employess, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely hasis. A
significant deficiency is a control deficiency, or combination of control defigiencies, that adversely affects the
entity's ability to initiate, authorize, recerd, process or report financial data reliably in accordance with generally
accepled accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than incansequential will nat be prevented or detected by the entity's internal
control,

McGiladrey & Putlen, LLP is a member fiem of RSM International —
an aifilialion of separate and independent Jegal enlites.




A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
aremote likelihood that a material misstaterment of the financial staterments will not be prevented or detected by
the entity's intemal control,

Our consideration of internal control over financial reporting was for the imitec purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in intemal control over
financial reporting that we consider to be material weaknesses, as defined abave.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether East Jefferson General Hospital and related
organizations’ financial statements are free of material misstaterment, we performed tests of its compliance with
certain provisions of laws, regulations, centracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an cbjective of our audit and, accordingly, we do not express such an
opinian. The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Audliting Standards.

We noted certain matters that we reported to management of East Jefferson General Hospital and related
crganizations in a separate letter dated April 29, 2008.

This report is intended solely for the information and use of management, Board of Directors and others within the
entity and is not intended fo be and should not be used by anyone other than those specified parties.

/%mgﬁ, S, e | e

Davenport, [owa
April 28, 2008

%,M@ujé%{

Metairie, Louisiana
April 29, 2008
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Board of Directors
Easi Jefferson General Hospital
Jefferscn Parish, Louisiana

In connection with cur audit of the financial statements of East Jefferson General Hospital as of and for the year
ended December 31, 2007, we identified deficiencies in intemal control over financial reporting (control deficiencies).

A control deficiency exists when the design or operation of a control does not allow management or empioyees, in
the normal course of performing their assigned functions, to prevent or detect financial statement misstatements en a
timely basis. A deficiency in design exists when a control necessary 1o meet the contre! objective is missing, or when
an existing contral is not properly designed so that even if the conirol operates as designed, the contro! objective is
not always met. A deficiency in operation exists when a properly designed control does not operate as designed or
when the person performing the control does not possess the necessary authority or qualifications to perform the
control effectively.

A significant deficiency is a control deficiency, er a combination of control deficiencies, that adversely affects the
entity's ability fo authorize, initiale, record, process or report financial data reflably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected.

A material weakness 's a significant deficiency, or a combination of significant deficiencies, that results in mare than
a remote likelthood that a material misstatement of the financial statements will not be prevented or detected.

Certain control deficiencies that have been previously communicated to yeu, in writing, by us cr by ofhers within your
Organization are not repeatad herein.

Following are descriptions of other identified control deficiencies that we determined dic not constitule significant
deficiencies or material weaknesses:

CURRENT YEAR RECOMENDATIONS

Fixed Assets

An employee is responsible for both receiving bids placed by third parties on capital assets being disposed of and
the proceeds from these respective bidders. To strengthen internal controls over this process, we recommend
these duties are performed by two separate individuals.

Management’s Response: Management will work closely with the Purchasing and Materials Management
Departmant to ensure separation of duties in the bid and disposal process on capital assets relating to
third parties. Management will strengthen control over any proceeds to ensure the employee receiving
the proceeds was not directly involved in the bid process,
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Patient Accounts Receivable

During patient accounts receivable testing, we noted six of 44 patients tested did not have insurance cards on file.
We recommend insurance cards be maintained for all patients 1o ensure appropriate billing.

Management's Response: Management will ensure there are adequate processes and follow up
procedures in place in the Pafient Financial Services Department and Health Information Management
Department which are responsible for securing a copy of the patlent's insurance card to ensure
appropriate billing.

PRIOR YEAR RECOMMENDATIONS

External Financial Reporting for Related Organizations

In arder for East Jefferson General Hospital's financial statements to be prepared in accordance with auditing
standards generally accepted in the United States of America and tha standards applicable to financial audits
contained in Government Auditing Standards, the Hospital's financial statements need fo be combined with other
related organizations for which the Hospital has controlling ownership interest. The number of organizations has
increased the past few years with PET Scan Center of East Jefferson, LLC formed in 2002, East Jefferson
Ambulatory Surgery Center, LLC formed in 2004, and East Jefferson Radiation Oncology, LLC and East Jefferscn
Cardiovascular Venture, LLC both formed in 2006. Along with the increase in the number of organizations has
come an increase in the number and complexity of related party transactions.

We understand that the Hospital's accounting department is not always processing the transactions and preparing
the monthly financial statements for the related organizations as the arganizations are having these services
perfarmed by others. We do, however, want to remind you that managamant of the Hospital needs to maintain
oversight of these financial statements and is responsible for the financial reporting of these related organizations
as their financiai staterments are combined with the Hospita! for proper reporting in accordance with GAAP.

The accounting personnel of the Hospital should also have a direct relationship with the accountants for the
related organizations so that inter-company transactions between the related organizations are properly recorded.

Management's Response: Management will work closely with all related organizations to ensure
oversight and that proper accounting transactions are recorded timely and accurately prior to the year-
end audit process.

Status - IN PROCESS.

Posting of Cash Receipts to Patient Accounts

As of December 31, 2006 the Hospital had received approximately $7 million of payments on palient accounts
which had net yet been posted and applied to the patient accounts receivable subsidiary tedger. While the cash
was properly deposited in the bank, and we are aware that some of this large unapplied balance may have been
attributable to the new patient accounts system which was placed in service in the fall of 2006, we recommend
that appropriate attention be given to this area so that all payments are applied to the patient accounts timely.

Management's Response: Management has retained the services of a consulting firm, which in
confunction with Project FOCUS is currently addressing this issue as part of the master plan relative to
the revenue cycle cash acceleration and redesign plan. Management will ansura that all payments are
applied to patient's accounts in a timely manner.

Status ~ IN PROCESS. As of December 31, 2007, there was $1,200,000 of unposted payments.
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Location of Information Technology Equipment

We understand the Hospital's management is currently evaluating the cost versus the benefit of relocating some of
the critical information technology equipment from the ground floor {0 an elevated location that would be safe from
floeding. We commend management for this initiative and recommend the necessary resources be devoted to this
very important initiative.

Management’s Response: Management is attempting to acquire grant funding from the federal or state
government or FEMA in order to start this initiative. Management will continue to try to find the funds for
this project as the Hospital's financial position improves in the Post Katrina healthcare environment.

Status: UNRESOVLED.

Pharmacy Inventory

We understand that the Hospital conducts physical counts of its pharmacy inventory once a year {at the end of the
fiscal year). The physical count amount is then compared to what is on the general ledger and the variance
between the physical count and what is on the general ledger is then adjusted. In 2007 and 2006, the Hospital
made an adjustment of approximately $1,200,000 and $1,100,000, respectively, in order to reconcile the physical
count of the pharmacy inventory to the general ledger, We recommend either conducting physical inventory cycle
counts periodically throughout the year (perhaps quarterty) or implementing a perpetual inventory system for
pharmacy, particularly because pharmacy has such large volumes and high dellar amounts of items involved.

Management's Response: Management will ansure that the Pharmacy Department conducts physical
inventory cycle counts during the fiscal year and that this process in menitored by Internal Audit.

Status: UNRESQVLED.

Arbitrage Calculation

The Hospital did not obtain a formal arbitrage rebate liability calculation related to Series 1993 and 1998 Revenue
Bonds. Management has performed internal calculations to ensure that there is no potential arbitrage rebate
liability related to these bonds; however, we wanted to make you aware of this required calculation.

Management’s Response: Management has made the decision that obtaining a formal arbitrage rebate
liability calculation would not be cost justified at this time.

Status: IN PROCESS - The calcuiation has not been performed.

PET Scan Center of East Jefferson, LLC

We noted several of the estimated useful lives assigned to capital assets owned by the PET Scan Center were not
appropriate. We recommend that Hospital management work with the PET Scan Center to assign proper lives to
the depreciable assets. If an agreement an the proper depreciable lives assigned cannot be reached, Hospital
management should adjust the financial information being combined into the Hospital's financial staterments to
reflect the appropriate lives for these assets and the related depreciation.

Management’s Response: Management will coordinate with the PET Scan Center to assure that
appropriate lives are assigned to these depreciable assats.

Status: IN PROCESS - EJGH management has recorded additional depreciation expense to compensate
for the incorrect dapreciable fives; however, the appropriate ives have not begn assigned in the
depreciation subledger with the exception of the PET Scan machine.
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This communication is intended solely for the information and use of management, the Board of Directors and others
within the Organization, and is not intended to be and should not be used by anyone other than these specified

paries.
/?M / Al Cer

Davenport, lowa
April 29, 2008

Metairie, Louisiana
April 29, 2008
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CENRTIFIED PUBLIC ACCOUNTANITS

Independent Auditor's Report On Compliance With
Requirements Applicable To Each Major Program
And Internal Control Over Compliance In Accordance
With OMB Circular A-133

To the Board of Directors
East Jefferson General Hospital
Jefferson Parish, Louisiana

Compliance

We have audited the compliance of East Jefferson General Hospital with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable fo each of its major federal programs for the year ended December 31, 2007. East Jefferson General
Hospital's major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracis, and
grants applicable to each of its major federal programs is the responsibility of East Jefferson General Hospital's
management. Our responsibility 13 to express an opinion an East Jefferson General Hospital's compliance based on
our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Govemment Audiling Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audil to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred.  An audif includes examining, on a
test basis, evidence about East Jefferson General Hospital's compliance with those requirements and performing
such other proceduras as we considered necessary in the circumstances. We beligve that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal detemination of East Jefferson General
Hospital's compliance with those requirements,

In our opinion, East Jefferson General Hospital complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended December 31, 2007.
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internal Contro! Over Compliance

The management of East Jefferson General Hospital is responsible for establishing and maintaining effective intemal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered East Jefferson General Hospital's internal control
over compliance with the requirements that could have a direct and material effect on a major federa! program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but nol for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of East Jefferson General Hospital’s internal control over compliance.

A control deficiency in an entity's internal contro! over compliance exists when the design or operation of a control
does not allow management or empleyees, in the normal course of perfarming their assigned functions, to prevent or
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant
deficiancy is a control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
administer a federal program such that there is more than a remofe likelihood that nancompliance with a type of
compliance requirement of a federal program that is more than incensequential will not be prevented or detected by
the entity’s intemal controk.

A material weakness is a significant deficiency, or cambination of significant deficiencies, that results in more than a
remote likelihcod that material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the enlity’s intemal control,

Qur consideration of internai control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in intemal control that might be significant deficiencies
or malerial weaknesses. We did not identify any deficiencies in intemal control over compliance that we consider to
be material weaknesses, as defined above.

Schedule of Expenditure of Federal Awards

We have audited the combined basic financial statements of East Jefferson General Hospital and related
organizations as of and for the year ended December 31, 2007, and have issued our report thereon dated
April 29, 2008. Our audit was performed for the purpose of forming our opinions on the financial statements that
collectively comprise East Jefferson General Hospital's combined basic financial stalements. The accompanying
schedule of expenditures of faderal awards is presented for purposes of addilional analysis as required by OMB
Circular A-133 and is not a required part of the combined basic financial statements. Such information has been
subjecied 1o the auditing procedures applied in the audit of the combined basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the cambined basic financial statements taken as a
whole.




This report is intended solely for the information and use of management, and Board of Directors, others within the
entity, the Legislative Auditor of the State of Louisiana, and federal awarding agencies and pass-through entities and
is not intended to be and shouid not be used by anyone other than these specified parties. Under Louisiana Revised
Statute 24:913, this report is distributed by the Legislative Auditor of the State of Louisiana as a public document.

Aty Lot oy v Ml
A Professional Accounting Corporation

Metairie, Louisiana
May 28, 2008




East Jefferson General Hospital
And Related Organizations

Schedute Of Findings And Questionad Caosts
Year Ended December 31, 2007

. Summary Of Independent Auditor's Results:

Financial Staternents
Type of auditor's report issued: Ungualifiec
Internal control over financial reporting:
» Material weakness identified?
» Significant Deficiency identified that is
not considered to be a material

weakness?

Noncompliance material to financial
statements noted?

Federal Awards
Internal control over major programs:
»  Material weakness identified?
» Significant Deficiency identified that

is not considered to be a material
weakness?

Type of auditor's report issued on compliance for major programs: Unqualified

e Any audit findings disclosed that are
required to be reported in accordance with
section 510(a) of Circular A-1337

Identification of major programs:

CFDA Number(s)
87.036

Yes

Yes

Yes

Yes

Yes

Yes

No

None Reported

No

No

None Reported

No

Name of Federal Program or Cluster

Department of Homeland Security Public Assistance Grants




Dollar threshold used to distinguish between
Type A and Type B programs $ 300,000

Auditee qualified as low-risk auditee? Yes __ X _No

Il. Findings Related To The Basic Financial Statements:
None
1. Findings And Questioned Costs For Federal Awards:

None




East JeFferson General Hospital
And Related Qrganizations

Summary Schedule of Prior Audit Findings
Year Ended December 31, 2007

Prior Years’ Findings Related to the Basic Financial Statements:
Finding 2006-1: The Hospital did not have a system in place to review the late charges charged to patient accounts.

Condition: The Hospital had approximately $4,668,000 of gross patient service revenue for late charges related to
services provided during 2006, which were unrecorded as of year-end.

Context: Pervasive to all late charges on patient accounts.
Effect: Misstatement of the patient revenue and net patient receivables.

Recommendation: We recommend that the Hospital review the process for posting patient charges to reduce the
number of late charges generated and ensure at year-end all patient charges are recorded in the appropriate
accounting period,

Management Response and Corrective Action Plan: Management is truly aware of the challenges involved
when Installing a major new information technology billing system due to the volume and dollar amounts of
patient accounts receivable involved. Management in conjunction with outside consultants have updated
polices, processes and reports which directly address this issue and will help monitor and properly capture
and record {ate charges in the appropriate accounting period.

Status: Resolved in the current year

Finding 2006-2: The Hospital had not complied with state filing requirements of their annual audit.

Condition: The annual audit repor of the Hospital was not filed in a timely manner and in accordance with state laws
and regulations.

Criteria: Louisiana Revised Statute 24:513 requires completion of the Hospital's annual audit within six months of the
close of the Hospital's fiscal year.

Effect: Noncompliance with state law.

Recommendation; We recommend that the Hospilal undertake measures to ensure that all information required to
allow completion and submission of the audited financial statements within the required reporting deadline.

Management Response and Corrective Action Plan: The delay in the issuance of the audited financial
statements was due to the need to resolve certain issues related to the Hospital's bond covenant provisions.

Status: Resclved in the current year.




East Jefferson General Hospital
And Related Organizations

Summary Schedule of Prior Audit Findings
Year Ended Dacember 31, 2007

Prior Years' Findings and Questioned Costs for Federal Awards:

None




East Jefferson General Hospital
And Related Organizations

Summary Schedule of Prior Audit Findings
Year Ended December 31, 2007

Federal Pass-Through
Fedaral Grantor/Pass-Through Grantor CFDA Entity Identifying Federal
Program Title Number Number Expenditures
United States Department of Homeland Security
Pass-Through Awards;
Fedsral Emergency Management Agency passed
through the State of Louisiana, Office of Hometand
Security and Emergency Preparedness
Disaster Grants - Public Assistance 97.036 FEMA-1603-CR $ 3,607,787
Total United States Department of Hometand Security § 3807787
Total Federal Assistance Expended $ 3607787

CFDA = Catalog of Federal Domestic Assistance

See accompanying notes to schedule of expenditures of federal awards.




East Jefferson General Hospital
And Related Crganizations

Notes To Schedule Of Expenditures Of Federal Awards

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of East Jefferson
General Hospital and related organizations and is presented on the accrual basis of accounting. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Gavernments, and Non-Profit Organizations. Therefore, some amounts in this schedule may differ from amounts
presented in, or used in the preparation of the basic financial statements.




