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DATE:   November 22, 2013 
 
TO: Commissioner Carroll W. Suggs, Chair 
 Commissioner Kyle Marks, Vice-Chair 

Commissioner Warren R. Bourgeois, III 
Commissioner Maria Cisneros 

 
FROM: David McClintock, Inspector General  
 
RE: Synopsis of OIG Memorandum 2013-9-13  

Hospital Lease – EJGH/WJMC 
 

Please find attached the Jefferson Parish Office of Inspector General’s (JPOIG) Finalized 
Memorandum, originally issued in draft form on 09/13/2013, addressing “Concerns and 
Recommendations Prior to the Selection of Partner(s) for Formal Negotiation” on a prospective 
lease of East Jefferson General Hospital and West Jefferson Medical Center.1 The memorandum 
was issued as part of the JPOIG’s monitoring of broader issues regarding the anticipated leasing 
of the hospitals.2 The memorandum, at its core, focuses on transparency of process and a 
negotiative model that ensures an enhanced level of due diligence prior to the selection of a lease 
partner. 
 
Monitoring efforts are proactive in nature and focus on issues as presented, or are otherwise 
discovered, as opposed to identifying and responding to issues at the conclusion of an event.  
Thus, monitoring is not intended to address all issues which may be raised in various forums.  
Rather, it is intended to address certain issues in limited areas where corrective measures remain 
a viable course of action. 
 
The JPOIG Memorandum of 09/13/2013 focused on two areas of concern.  These were (1) the 
processes engaged in and the role of the retained expert, Kaufman Hall Associates, and (2) 
compliance with the Louisiana Open Meetings Act.  In connection therewith, the JPOIG 
recommended that (1) the Parish adopt a model which would support parallel negotiations with 
the multiple partners identified by Kauffman Hall as suitable lessees; and (2) the Parish seek a 
Louisiana Attorney General’s opinion on the applicability of the Louisiana Open Meetings law 
to the processes utilized in the vetting of suitable lease partners.   

1 There were seven, original confidential draft memorandums delivered to each council member.  Recipients of the confidential 
memorandum were afforded thirty (30) days to review and comment, individually or jointly.  On or about October 11, 2013, 
Parish Attorney, Debora Foshee, wrote to the JPOIG requesting an extension of time within which to comment.  JPOIG agreed 
to the request delaying the response due date until November 11, 2013. 

2 On or about August 23, 2013, the JPOIG began monitoring the processes and procedures engaged by Jefferson Parish through 
the Parish Council and/or its appointed boards of East Jefferson General Hospital (EJGH), West Jefferson Medical Center 
(WJMC) and the Jefferson Parish Health and Hospital Services District (aka. “Third District”) which were anticipated to 
culminate in the selection of a suitable partner to lease EJGH and WJMC.  
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Comments were received from Councilmember Cynthia Lee-Sheng; Councilmember E. “Ben” 
Zahn, III; the EJGH Board of Directors; the Jefferson Parish Council, through the Parish 
Attorney; and the WJMC Board of Directors.  These responses follow the synopsis of the 
memorandum. Attachments #1 – 5, respectively.  
 
KAUFMAN HALL 
 
The Parish Council approved the engagement of Kauffman Hall by the Jefferson Parish Hospital 
& Health Services District (aka “Third Hospital Service District”) to develop a strategic plan for 
WJMC and EJGH which would yield a suitable partner with whom the districts could enter a 
long-term lease.  The process eventually yielded three potential lease partners.  Subsequently, 
questions arose as to whether Kaufman Hall would or should render an opinion as to the most 
suitable lease partner.  Differing opinions culminated with questions regarding the scope of the 
engagement of Kaufman Hall. 
 
The JPOIG Memorandum of 09/13/2013 identified as an area of concern the scope of 
engagement of Kaufman Hall and rendering of an opinion.   JPOIG received responses 
addressing this area of concern from Councilmember Cynthia Lee-Sheng; Councilmember E. 
“Ben” Zahn, III, and the EJGH Board of Directors. See Attachments #1 – 3, respectively.  
Responses received generally favored maximum use of Kaufman Hall’s expertise including 
recommendation. Councilmember Lee-Sheng agreed that a recommendation from Kaufman Hall 
should be an integral part of the deliberative process. The EJGH Board of Directors expressed a 
belief that Kaufman Hall need not be replaced and pointed to the retention of McDermott, Will 
and Emory, a respected law firm with the requisite expertise to navigate future negotiations 
relating to lease. 
 
The Parish Council did not address JPOIG Memorandum on these issues. However and after the 
issuance of the JPOIG Memorandum, the Parish Council posed written questions to Kaufman 
Hall via Resolution 121828, 10/16/2013.  Among these questions, the Parish Council called upon 
Kaufman Hall to “immediately provide the Jefferson Parish Council with a written 
recommendation regarding the selection of a hospital partner.”  Kaufman Hall provided written 
responses and recommended that “EJGH and WJMC each pursue separate partners” in light of 
“serious differences of opinion.”  See Attachment #6. 
 
   
PARALLEL NEGOTIATIONS  
 
The JPOIG Memorandum of 09/13/2013 contains a specific recommendation that the Parish 
resolve issues relating to the selection of a potential lease partner for the hospitals by adopting a 
model of parallel negotiations where more than one partner remains viable.  Councilmember 
Cynthia Lee-Sheng; Councilmember E. “Ben” Zahn, III, and the EJGH Board of Directors 
specifically responded to the recommendation. See Attachments #1 – 3, respectively. 
 
Councilmember Lee-Sheng expressed a belief that, based upon Kaufman Hall’s 
recommendation, she would support allowing each hospital to select its own partner.  In the 
event this option is precluded, she agrees that the Parish has more to gain on a path of 
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negotiation with multiple suitors as opposed to exclusive negotiations with one. Councilmember 
Zahn responded by recommending that the Parish begin “parallel negotiations toward finalizing a 
lease agreement for each hospital.” The EJGH Board of Directors responded by indicating that 
parallel negotiations has, more or less, been occurring for several years and attempting to 
negotiate definitive leases under this model would be unusual and problematic.  
 
The JPOIG agrees that parallel negotiations is less common and requires a more purposeful 
approach.  However, the complexity of a long-term negotiated lease of a public hospital calls for 
strong consideration of an uncommon approach.  Thus, the JPOIG maintains that the advantages 
of negotiating with multiple suitors offsets any challenge presented by parallel negotiations.  
 
OPEN MEETINGS LAW 
 
The JPOIG Memorandum of 09/13/2013 contains the specific recommendation that the Parish 
seek guidance by way of an opinion from the Louisiana Attorney General concerning several 
issues surrounding the Open Meetings Law.  Councilmember Cynthia Lee-Sheng; 
Councilmember E. “Ben” Zahn, III, the EJGH Board of Directors and the Parish Council 
responded to this recommendation. See Attachments #1 – 4, respectively.  
 
In its response, the Parish Council maintains that there is nothing improper about the Parish 
Council discussing hospital matters in Executive Session (which is closed to the public) because 
it does so as the governing authority for hospital service districts, stating “[w]hen the Parish 
Council goes into executive session regarding hospital matters, they do so sitting as the Special 
District” and also that “the Parish Council does not and has not voted in Executive Session on 
this or any other item discussed in Executive Session on this or any other item discussed in 
Executive Session.”  Notwithstanding its response, the Parish Council authorized the Parish 
Attorney to request an opinion from the Attorney General.  The request was limited to seeking 
guidance as to whether the Council “has availed itself of the provisions of the Enhanced Ability 
to Compete Act” when sitting as governing authority of hospital service districts. See 
Attachment #7. 
 
In her response, Councilmember Lee-Sheng supported seeking clarification issues from the 
Attorney General to address areas where there may be a difference of opinion regarding 
compliance.  Additionally, Councilmember Zahn indicated in his response that he supports the 
hospital service districts’ use of Enhanced Ability to Compete Act; however, he supports votes 
taken in open session in certain circumstances. 
 
The EJGH Board of Directors disagrees with the JPOIG’s position that the Enhanced Ability to 
Compete Act does not necessarily permit actual voting in the executive session. Further, the 
EJGH Board of Directors maintains that all discussions occurring in EJGH Board of Directors 
Executive Session were conducted in accordance with the applicable law. 
 
JPOIG acknowledges that the Parish Council may not be strictly prohibited from availing itself 
of the provisions of the Enhanced Ability to Compete, if and when it is specifically and expressly 
seated as the governing authority for the hospital service districts.  The JPOIG nonetheless 
questions whether as a matter of protocol the Parish Council clearly and properly avails itself of 
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this exception to Open Meetings Law.3 The relevance of the nuances is significant in 
determining whether the actions taken and substance discussed are properly shielded by the 
protections of the Enhanced Ability to Compete Act.   For this reason, the JPOIG requested an 
opinion from the Attorney General which sought guidance across a broader spectrum than that 
requested by the Parish.4  See Attachment #8. 
 
No Attorney General opinion has been released as of this date. 
 
CONCLUSION 
 
JPOIG recognizes that the processes originally contemplated by the Parish to select a lease 
partner for the hospitals has likely not progressed as intended.  The process has inarguably 
resulted in an uncertain path going forward. The JPOIG believes acknowledging this uncertainty 
presents an opportunity for the Parish to establish a clear process which should (1) include 
criteria upon which suitors will be evaluated and scored, (2) identify a single point of contact 
between the suitors and the Parish to ensure fairness and equity of process; (3) and give ample 
opportunity for public involvement and debate. These elements support good governance and 
demonstrate the transparency necessary to engender the public’s trust in the overall outcome. 
 
There has been a great deal of discussion regarding the feasibility of permitting each facility to 
engage in a lease with a separate partner, essentially splitting the award. The JPOIG does not 
believe such a choice is sustainable given that the process undertaken sought a partner to lease 
both EJGH and WJMC. The JPOIG has not seen any indication that suitors were informed that it 
was permissible to submit letters of interest for the lease of only one facility. The JPOIG believes 
that solicitation of an offer to lease one or both facilities could have resulted in interest from 
other desirable suitors and/or otherwise given way to materially different terms being presented 
by existing suitors. Therefore, the JPOIG does not believe that a decision to split leases among 
multiple suitors should be permitted without starting the process anew. A material change in the 
proffer, such as this, would require a new solicitation of interest. 
 
Lastly, the JPOIG has become increasingly concerned with the accuracy of certain financial 
assumptions presented, especially those involving the implications of undepreciated capital 

3 An example of the Parish Council business specifically moving into Special District during the 08/14/2013 Parish 
Council meeting can be found at time stamp 00:01 – 00:010 within the video indexed as “Jefferson Parish Council 
-. See: http://jeffersonparishla.swagit.com/play/08142013-660. Additionally, the published written Agenda for 
08/14/2013 also reflects the items on page 17-18 under the section header of “Special Parish Special Districts”. 
See: http://jp-appserver.jeffparish.net/agenda/08142013/agenda081413_affidavit.pdf . Conversely, an example 
where the Parish Council fails to clearly be sitting as governing authority for Special Districts can be observed on 
video found at time stamp at 00:30 – 00:50 within the video indexed as “Item 1”. See:  
http://jeffersonparishla.swagit.com/play/08292013-549. In this matter they presumably avail themselves of the Enhanced 
Ability to Compete Act which we believe applies only to the Parish Council when acting as the governing authority for the 
Hospital Service District. Further, the Council Agenda for the hearing appears to identify the meeting as one of the Jefferson 
Parish Council , albeit as one dealing with items relevant to the Hospital Service District. 

4 As chief legal officer of the State, the Attorney General is responsible for rendering opinions to governmental entities and 
officers.  The Attorney General will provide written opinions to the governor, members of legislature, state departments and 
certain local elected officials.  As a matter of policy, the Attorney General may render opinions to local governing authority.  
These laws and policies pre-date the enabling has not thus far elected to render an opinion The Attorney General as a matter of 
law and policies do not, as of this date, anticipate the establishment or role of local Inspectors General. See 
http://www.ag.state.la.us/opinions.aspx
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investments and those involving taxes. The JPOIG recognizes that under the current procedural 
posture the Letters of Intent provided by the suitors are non-binding and that there remains 
considerable due diligence to be completed. Therefore, we would not be able to support any 
action that serves to select, or otherwise limit negotiations, to a single suitor prior to the 
completion of additional due diligence.     
 
 
The JPOIG would like to note that despite the contentious nature of the issues raised and obvious 
importance of the subject matter that the members of the Parish Council and the Hospital Service 
Districts, as well as, the representatives from Kaufman Hall have been forthcoming with all 
information requested.  
 
The JPOIG will continue to monitor in order to ensure that the public is properly informed and 
provided the opportunity to engage in the deliberative process and that the process is conducted 
fairly. 
 
After the passage of at least five business days from November 22, 2013, the issuance of this 
memorandum and attachments will be made publicly available via the JPOIG page on 
jeffparish.net. See: http://www.jeffparish.net/index.aspx?page=3636
 
Cc: Council Chairman Christopher L. Roberts (w/encls) 
Councilmember Elton M. Lagasse (w/encls) 
Councilmember Ricky J. Templet (w/encls) 
Councilmember Paul D. Johnston (w/encls) 
Councilmember Mark D. Spears (w/encls) 
Councilmember E. “Ben” Zahn, III (w/encls) 
Councilmember Cynthia Lee-Sheng (w/encls) 
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FINAL MEMORANDUM  
 
DATE:   September 13, 2013 
 
TO: Councilman Christopher L. Roberts 
 Councilman Elton M. Lagasse 
 Councilman Ricky J. Templet 
 Councilman Paul D. Johnston 
 Councilman Mark D. Spears 
 Councilman E. “Ben” Zahn, III 
 Councilwoman Cynthia Lee-Sheng 
 
FROM: David McClintock, Inspector General  
 
SUBJECT: Hospital Lease - Concerns and Recommendations Prior to the Selection of 

Partner(s) for Formal Negotiation 
 
I. INTRODUCTION 
By way of a confidential draft memorandum the Office of Inspector General (hereinafter "OIG") 
provides comments and a recommendation on the processes and actions of the Jefferson Parish 
Hospital & Health Services District, Parish of Jefferson, State of Louisiana (hereinafter the 
“Third Hospital Service District”) and the Jefferson Parish Council (“Parish Council”) as the 
governing authority for the parish and that of the hospital district(s).  The Third Hospital Service 
District was created by parish ordinance on 07/08/2009 pursuant to authority conferred by state 
law. Previously, there existed Jefferson Parish Hospital Service District No. 1 (hereinafter 
“WJMC”), whose boundaries lie on the west side of the Mississippi River, and Jefferson Parish 
Hospital Service District No. 2 (“EJGH”), which boundaries lie on the east side of the 
Mississippi River.1  The boundaries of the Third Hospital Service District are conterminous with 
that of the combined boundaries of WJMC and EJGH.   
 
The Third Hospital Service District was created to address changes within the global health care 
industry that threatened each hospital districts’ ability to remain viable. Consideration of needed 

1 JPCO Section 17-16, Hospital District No. 1, and JPCO Section 17-17, Hospital District No. 2. 

Public Report/Synopsis 

Below the reader will find the public synopsis/report of the Office of Inspector General’s 
Hospital Lease Monitoring Memorandum originally provided to the Parish Council in Draft 
form on 09/13/2013 and again in a finalized form on 11/22/2013.  
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changes to the parish’s model for providing healthcare culminated in the decision and effort to 
seek and secure a partner with whom the districts could enter a long-term lease. This undertaking 
involves matters that are of substantial and lasting impact to the citizens of Jefferson Parish. As 
such, the OIG began monitoring the process on 08/23/2013.2 This effort was initiated for the 
purposes of ensuring that the processes and procedures utilized by the hospital districts, and 
Parish Council, as governing authority, are compliant with the applicable state and local laws 
governing such actions; that they support the publics’ rights to observe the process and provide 
input; and to prevent fraud, waste and abuse through enhanced oversight.  
 
II. MONITORING PROCESS OVERVIEW 
It is important to consider the interim nature of this memorandum in light of the broader 
monitoring effort. Monitoring efforts are proactive in nature and typically involve long term and 
complex projects. They are designed to follow the project over a period of time. This permits the 
OIG to address issues when they arise, or are discovered, as opposed to at the events’ conclusion. 
In this way, it is often possible to take corrective action either eliminating or mitigating the issue.  
Therefore, this interim memorandum should not be considered as a final report. It is not intended 
to address all concerns raised in the various forums, rather it addresses limited areas where the 
OIG believes corrective action should be considered or where a substitute process offers 
alternatives that support the principals of good governance.  
 
This memorandum outlines the protocol the OIG will follow concerning the confidentiality, 
dissemination, and processes concerning official OIG communications. The OIG engages in a 
purposeful process which includes a draft, a comment period, and a review process. This 
procedure is most effective when the confidentiality is respected.  

 
III. CORRESPONDENCE ISSUANCE AND PROCEDURE 
A. Draft, Comment and Review 
In matters involving the issuance of memorandum, reports, and investigations involving official 
comments, findings, and recommendations the OIG will: 

1. Submit the initial confidential draft correspondence to the proper recipients for a review 
and comment period of up to thirty (30) days. 

2. Upon receipt of any comments, additional information, etc., the OIG may choose to take 
additional actions to supplement the correspondence or to finalize the document.  

3. Once the document is finalized the OIG will: 
a. Submit the document along with any  comments received to the Ethics and 

Compliance Commission, and 

4. Following the issuance of the finalized document and the passage of at least five (5) 
business days the OIG will issue a public document.  

 
B. Document Recipients  
On occasion, various officials, the media, and the public at large have expressed an interest in 
OIG memorandums, reports and investigative correspondence. It is the policy of the OIG to 

2 The OIG was appointed in March 2013 by the Jefferson Parish Ethics and Compliance Commission.  
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maintain effective document control to ensure the integrity of the reporting system to the fullest 
extent possible. The OIG’s policy on correspondence involving official comments, findings, and 
recommendations is as follows: 

1. Draft correspondence will be forwarded only to those persons who are in a supervisory or 
governing capacity concerning the issues addressed, or in some cases, those who may be 
alleged to have violated policy, procedure or law. 
a. In cases where the OIG is coordinating with other investigative or prosecutorial 

agencies, the distribution may be modified as required for operational necessity. 
2. Upon conclusion of the comment and review period, finalized correspondence will 

provided to both the original recipients and the Ethics and Compliance Commission.  
5. Upon expiration of at least five (5) business days, the OIG will issue a public version of 

the correspondence.  
 
The OIG believes that proper use of the comment and review period provides for more complete 
and meaningful outcomes. The process also provides the citizens of Jefferson Parish with the 
opportunity to consider the work of the OIG and the positions and responses of the recipients. 
We are hopeful that the integrity of the process will be respected. 
  
IV. BACKGROUND/CHRONOLGY 
While our review to date can only be considered as cursory, we believe the process has reached a 
critical decision point concerning the further narrowing of the competitive field and/or 
determining the method of moving forward that is in the best interest of Jefferson Parish. 
In 2009, the Third Hospital Service District retained Premier Consulting Solutions to consider 
the feasibility and potential cost savings of managing certain functions jointly between the EJGH 
and the WJMC. The Third Hospital Service District also engaged Kaufman, Hall and Associates, 
Inc. (hereinafter “Kaufman Hall”) to consider various approaches by which the EJGH and the 
WJMC could better position themselves to continue providing high quality health care in the 
wake of substantial shifts in the health care industry.   
 
The assessments resulted in the Third Hospital Service District directing Kaufman Hall to solicit 
possible partners for a long term lease arrangement. The solicitation process eventually yielded a 
final field of three (3) potential lease partners which were an HCA Affiliate; the Louisiana 
Children’s Medical Center; and the Ochsner Health System. While each potential partner 
presents unique data indicating that each possess a track record of quality health care and 
seemingly possess the financial capacity to engage in a lease of the nature being proposed.  
 
Since the selection of three (3) proposed partner lessees the Third Hospital Service District has 
continued to work with Kaufman Hall to further evaluate the three candidates utilizing a series of 
requests for proposed terms. Each request resulted in responses from multiple candidates in the 
form of a non-binding Letters of Intent (hereinafter “LOI”) addressing elements of an anticipated 
contract. Examples of areas addressed included; commitments to capital improvements, lease 
payments, bond defeasance, pension assumption, etc.  
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It was during the later stages of this analysis when on 08/23/2013 the OIG began to monitor the 
processes and procedures leading to the anticipated transaction.3  Based upon our monitoring 
activity to date, and the current state of the process, the OIG has identified concerns and desires 
to make recommendations that should be considered prior to moving forward.   
 
The areas to be addressed are as follows: 

• Concern regarding the Kaufman Hall engagement. 
• Concern regarding compliance with the Louisiana Open Meetings Act. 
• Recommendation concerning parallel negotiations. 
• Recommendation concerning the Louisiana Open Meetings Act. 

 
V. AREAS OF CONCERN 
A. Concern regarding Kaufman Hall engagement 
In early 2012, the Third Hospital Service District approved the issuance of an advertised 
solicitation in the form of a Statement of Qualifications for a healthcare consultant to assist with 
strategic initiatives.4  There were seven submissions including one by Kaufman Hall.  After 
evaluation of the submissions, the Third Hospital Service District Board recommended Kaufman 
Hall for selection.5  Based upon this recommendation, the Parish Council approved and 
authorized the Board to engage Kaufman Hall at its’ meeting of 04/18/2012 by Resolution No. 
118767.   

3  The OIG was, and still is, in the development phase and was not positioned to be of any effect on the process prior 
to August 2013. 

(a) Except as otherwise provided herein, the administration of each particular hospital service district, upon 
authorization of its board, shall be responsible for selecting professionals and negotiating, executing and 
administering professional services contracts necessary for the efficient operation of said hospital service 
district. The parish council shall make the selection of the person or firm to provide professional services 
involving accountants, architects, engineers, financial consultants, investment managers and legal counsel. The 
selection may be based upon the review and recommendation provided by the board of the appropriate hospital 
service district. As used in this section, the term contract shall also mean any amendment to a professional 
services contract. Each insurance policy covering a hospital service district, its properties and activities shall 
comply with the requirements of the program of insurance adopted by the parish council.  

(b) The board of each particular hospital service district shall be exempt from the parish's procedures for selection 
of persons to provide professional services. Each board shall establish its own procedures for the selection of 
persons to provide professional services and its own process for the evaluation of persons or firms submitting 
in response to a request for professional services in order to evaluate and make a recommendation for selection 
to the parish council. Amendments to any contract for which the parish council has made the selection require 
a resolution concurring with the board's resolution to authorize an amendment.  

5  Prior to the selection of Kaufman Hall as a strategic partner the WJMC and EJMC each independently managed 
procurements for the respective hospital districts, ie. the 10/2012 solicitation by WJMC for certified public 
accounts.  The process and practice is not, however, without exception.  See Resolution by Parish Council of 
6/12/2013 for the selection of architectural firm for WJMC following review of Statement of Qualifications by 
“Parish’s Technical Evaluation Committee” and subsequent to Parish Council Resolution No. 118638 of 
3/28/2012. 
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The initial engagement of Kaufman Hall anticipated a strategic plan with a three phase approach 
for selecting a partner for the EJGH and the WJMC. Phase I anticipated a “Process Update” to 
discuss goals, transaction strategy and related matters.  Phase II anticipated providing feedback 
to partners, conducting management presentations and assembling preliminary data.  An OIG 
records review indicated that at or by the commencement of Phase II, Kaufman Hall had 
identified seventeen potential partners.6  Kaufman Hall solicited “Indications of Interest” from 
the identified potential partners. Following the submissions, Phase II concluded with 
management presentations.7  Ultimately, Phase II yielded three suitors for “Phase III: 
Transaction Execution.”  They were HCA, LCMC, and Ochsner Health Care System.  

  
At or nearing the conclusion of Phase II, Kaufman Hall wrote in December 2012 to Mr. Cahill, 
Chairman of the Third District, confirming Kaufman Hall’s retention “to provide financial 
advisory services in [the] potential selection of a partner and the execution of a strategic 
partnership.”  In its cover letter, Kaufman Hall emphasized its experience and expertise in the 
areas of providing (1) Comprehensive and Extensive Strategic Advisory Services; (2) Expertise 
in Healthcare Mergers and Acquisitions; (3) Client-Driven Approach to providing services; (4) 
Breadth of Capabilities; (5) Knowledge of Jefferson Parish Hospitals and Local Market; and (6) 
Thought Leadership philosophy.  Kaufman Hall highlighted its expertise in healthcare mergers 
and acquisitions, stating: 

 
“We have been involved in hundreds of M&A-related transactions 
and our expertise includes sell-side, buy-side, merger advisory, 
joint ventures, valuations, and fairness opinions.  Our M&A 
experience with hospitals and health systems ranges from small 
community hospitals to multi-hospital regional and national health 
systems.  Kaufman Hall has been involved in over 80 hospital and 
health system M&A engagements since the beginning of 2009.  
We are currently active in 25 not-for-profit hospital and health 
system M&A engagements.” 

 
Attached to the referenced letter, Kaufman Hall forwarded its “Proposal to Continue Strategic 
Partnership Selection Process” for the “Third Hospital Services District”, which outlined the 
scope of services to be provided as part of Phase III.  Phase III anticipated Kaufman Hall 
delivering the following services:  

 (1) “Negotiate Letter of Intent” with selected partners;  
 (2) “Evaluate Final Proposals” providing interpretation and comparative summaries;  
 (3) “Partner Selection” providing “the board with appropriate information on which to 

 select its preferred strategic partner,”  

6 Some identified partners are related entities. 
7 Kaufman Hall interchangeably identified itself and/or directed to the “Third Hospital and Healt Services District,” 
identified the project as belonging to “East Jefferson General Hospital – West Jefferson Medical Center,” and 
represented itself as having been engaged by “’East Jefferson General Hospital (“EJGH”) and West Jefferson 
Medical Center (“WJMC”).” 
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 (4) “Comprehensive Confirmatory Due Diligence” providing assistance to Third Hospital 
 District in conducting due diligence;  

 (5) “Pre-Closing Requirements” providing assistance with any conditions of closing;  
 (6) “Obtain Necessary Government and Regulatory Approvals” assisting Third District in 

 obtaining regulatory approval for partnership; and  
 (7) “Closing” assisting Third Hospital Services in closing transaction. 

 
Upon a recommendation of the Third Hospital District, the Parish Council, by Resolution 
120250 of 01/16/2013, authorized an extension of the engagement with Kaufman Hall to 
undertake Phase III. The resolution incorporated by reference the terms of the earlier 
engagement, and specifically noted, that the continued engagement was to be subject to the 
protection of the Enhanced Ability to Compete Statute as established by the Louisiana 
Legislature.8  By resolution, the Parish Council instructed the Chairman and Vice-Chairman of 
the Third Hospital District to authorize and to execute any and all documents necessary to give 
full force and effect to the resolution. 
 
The Phase III scope of services to be provided by Kaufman Hall began with their assisting “the 
Third Hospital Services District and legal counsel in negotiating the terms of a letter of intent 
with selected partners” that included the material business elements and commitments from the 
selected partners.9  The letter of intent was to serve as a “blueprint for the development of the 
definitive agreements.”  In March of 2013, Kaufman Hall received letters of intent from HCA, 
LCMC and Ochsner and negotiations ensued.  At that time, state law prohibited the sale or lease 
of hospitals without voter approval.  The law was subsequently amended, and the amendment 
became effective 06/05/2013. 10  Revised letters of intent were submitted by all three suitors.  
Final letters of intent were received in August 2013. 
 
Following negotiated letters of intent the Kaufman Hall Phase III scope of services indicated that 
they would “summarize and interpret each final letter of intent and provide comparative 
summaries for review by the Board of Directors of the Third Hospital Services District.”  
While our review to date has not resulted in an analysis of the comparative data referred to we do 
believe that Kaufman Hall provided an analysis and summary of the letters of intent on an 
ongoing and as needed basis. The scope of the monitoring effort engaged in to date has not 

8 See R.S. 42:1073. 
9 Kaufman Hall “Proposal to Continue Strategic Partnership Selection Process,” Third Hospital Services District, 
Metairie, Louisiana/December 13, 2012, executed by Chip Cahill, Chairman WJMC and James Hudson, Chairman, 
EJGH on 12/23/2012. 

10 R.S. 46:1064.2 relative to hospital service districts in Jefferson Parish; sale or lease of hospitals, provided that the 
sale or lease of any hospital owned by a hospital service district in Jefferson Parish shall be as provided not 
withstanding any other provision of law to the contrary.  R.S. 46:1064.2(C ) provided that the hospital service 
district shall sell or lease the hospital only if the proposed sale or lease is approved by a majority of the qualified 
electors of the hospital service district voting on the proposition at an election held for that purpose and conducted 
in accordance with Louisiana Election Code.  The statute was amended during the 2013 Legislative Session by HB 
383 which was adopted.  The amendment struck “or lease” from the language, thereby, permitting the lease of 
hospitals without voter approval.  The amendment took effect 06/05/2013.  On 07/10/ 2013, the Parish Council 
considered an amendment to the JPCO adding Section 7-22 to Chapter 17 which would permitting the sale or lease 
of a hospital in accordance with R.S. 46:1064.2. See Summary No. 23777.  
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resulted in sufficient observation or documentation to permit comment on the manner and 
method of data delivery by Kaufman Hall nor the actions of the Third Hospital Service District, 
or the respective separate EJGH or WJMC Boards, in receiving or disseminating the data. 
 
Most recently, in August 2103, an issue arose over whether or not Kaufman Hall should be 
requested to render a definitive opinion on which candidate to select or whether they had made 
such a recommendation verbally. The ensuing debate, however, became public and has resulted 
in questions being raised regarding conflicts of interest, outside pressure, and the propriety of the 
Third Hospital Service Districts decision to not request an opinion of the expert consultant 
retained to advise during this process.11   
 
The OIG is continuing its review of various communications involving the potential lease of the 
hospitals. The OIG does not possess sufficient information at this time to support any finding 
concerning questions on the value received from Kaufman Hall or propriety of various 
communication made from, and to, Kaufman Hall; the Third Hospital District and its members; 
and members of the Jefferson Parish Council. However, the fact remains that consideration needs 
to be given to the current state of affairs and the likely future effectiveness of the Kaufman Hall 
engagement.  
 
When public funds are utilized to retain an expert, the OIG’s position is that the expert’s 
resources should be fully utilized. It seems counter-intuitive that any decision would be made to 
restrict the flow of objective information and recommendations from the paid expert. On 
09/09/2013 the Third Hospital District considered the EJGH Executive Committee resolution 
formally requesting “an opportunity to review the recommendation made by paid consultants 
regarding the overall best choice in their professional opinion and that if such opinion is not 
available, consideration be given to retaining a consultant that would be able to proffer a 
professional opinion.”  The request was not approved. 
 
B. Concern regarding compliance with the Louisiana Open Meetings Act 
 
The hospital service districts are created by Parish ordinance pursuant to authority given by state 
statute.12  In creating the hospital service districts, the Parish Council reserved unto itself the 
ability to act as governing authority: 

The parish council acting as governing authority of Jefferson 
Parish Hospital and Health Services District, Jefferson Parish 
Hospital Service District No. 1, and Jefferson Parish Hospital 

11 There have been numerous media reports concerning the issues: 
 See the Times Picayune: 

• http://www.nola.com/politics/index.ssf/2013/09/jefferson_hospital_lease_consu_1.html 
• http://www.nola.com/politics/index.ssf/2013/09/childrens_picks_up_jefferson_p.html 
• http://www.nola.com/politics/index.ssf/2013/09/jefferson_parish_politics_link_92.html 
See The Advocate: 
• http://theadvocate.com/news/neworleans/neworleansnews/6902558-123/jefferson-parish-hospital-

proposals-will 
• http://theadvocate.com/news/7009522-123/jefferson-hospital-boards-remain-divided 

12 R.S. 46:1051 et seq. 

                                                           

0013

http://www.nola.com/politics/index.ssf/2013/09/jefferson_hospital_lease_consu_1.html
http://www.nola.com/politics/index.ssf/2013/09/childrens_picks_up_jefferson_p.html
http://www.nola.com/politics/index.ssf/2013/09/jefferson_parish_politics_link_92.html
http://theadvocate.com/news/neworleans/neworleansnews/6902558-123/jefferson-parish-hospital-proposals-will
http://theadvocate.com/news/neworleans/neworleansnews/6902558-123/jefferson-parish-hospital-proposals-will
http://theadvocate.com/news/7009522-123/jefferson-hospital-boards-remain-divided


Service District No. 2 shall conduct the respective hospital service 
districts business at an appropriate time during the parish council 
meeting as indicated on the meeting agenda.13  

Further, and by local ordinance, Jefferson Parish provides that all “rules and procedures set out 
for handling business items of [the] Jefferson Parish Hospital and Health Services District, 
Jefferson Parish Hospital Service District No. 1, and Jefferson Parish Hospital Service District 
No. 2, including but not limited to the expenditure of funds, shall be the same as the parish 
council rules and procedures” and shall appear on the meeting agenda of the parish council 
appropriate to the category in which hospital service districts appear.14 

Parish Council meetings and meetings of the hospital district boards, as advisory boards created 
by parish ordinance, are subject to the Open Meetings Law.15  State law recognizes that “it is 
essential to the maintenance of a democratic society that public business be performed in an open 
and public manner and that the citizens be advised of and aware of the performance of public 
officials and the deliberations and decisions that go into the making of public policy.”16  Toward 
this end, the Open Meetings Laws are to be construed liberally.17 

In order to comply fully with the Open Meetings Law, every meeting of a public body must be 
open to the public, public bodies are prohibited from utilizing any manner of proxy voting, secret 
balloting or other means intended to circumvent the Open Meetings Law and all votes must be 
“viva voce.”18  The primary purpose of the Open Meetings Law is to allow the public to observe 
and evaluate public officials, public conduct, and public institutions.  It is meant to protect 
citizens from secret decisions made without any opportunity for public input.19 

The Open Meetings law identifies certain exceptions which may be considered by a public body 
in a closed, executive session.  A public body may hold an executive session upon affirmative 
vote taken in an open meeting, but no final or binding action may be taken in an executive 
session.  The vote of each member on the question of holding an executive session and reason for 
holding the executive session shall be recorded.20 Public bodies may only conduct an executive 

13 JPCO 17-18. 

15 R.S. 42:12 et seq.  The Louisiana Open Meetings Law finds its genesis in Article XII, Section 3 of the Louisiana 
Constitution which provides that no person shall be denied the right to observe the deliberations of public bodies 
and examine public documents, except in cases established by law. Under R.S. 42:12, “Public bodies” includes 
parish governing authorities and any other state, parish, municipal, or special district boards, commissions, or 
authorities, and those of any political subdivision thereof, where such body possesses policy making, advisory, or 
administrative functions, including any committee or subcommittee of any of these bodies enumerated in this 
paragraph. Advisory groups created by a political subdivision also qualify as “public bodies” for purposes of the 
Open Meetings Law. La.Atty.Gen.Op. 08-0143. 

16 R.S. 42:12.   
17 R.S. 42:12 
18 R.S. 42:14. 
19 Connick v. Brechtel, 713 So.2d 583 (La.Ct.App. 4th Cir. 1998); Organization of United Taxpayers and Civic 

Associations of Southeast Baton Rouge, Inc. v. La. Housing Finance Agency, 703 So.2d 107 (La.Ct.App. 4th Cir. 
1997). 

20 R.S. 42:16. 
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session to discuss limited matters, such as professional competence, litigation and “other matters 
now provided for as may be provided for by the legislature.”21 

To date, the OIG has been not engaged in a comprehensive analysis of meeting agenda and 
related documents.  However, records suggest that both the Parish Council and the hospital 
service districts conducted their business in the prescribed manner outlined above.  The business 
of the hospital service districts, including that of the Third Hospital Service District, appeared as 
agenda items under the caption “Jefferson Parish Special Districts” on Parish Council agenda.  
Items were acted upon by the Parish Council in open meetings.22 

However, the OIG observed that on the 04/18/2013 Parish Council agenda, Item No. 16, 
Executive Session, appeared.  The item called for a resolution “authorizing the Council to go into 
executive session as authorized by R.S. 46:1073(B) to discuss and/or develop marketing 
strategies and strategic plans for the Jefferson Parish Hospital and Health Services District.” 
Further, records suggest that the hospital service districts routinely availed themselves of the 
special provisions of R.S. 46:1073(B), commonly referred to as the “Enhanced Ability to 
Compete” which is a specific exception to the Open Meetings Law. 

R.S. 46:1073(B) reads “Notwithstanding the provisions of R.S. 42:11 et seq or any other law to 
the contrary, a hospital service district commission may hold an executive session for the 
discussion and development of marketing strategies and strategic plans.”  This exception lies 
within Chapter 10 of Title 46 of the Louisiana Revised Statute, Hospital Service Districts.  R.S. 
46:1073 provides that in addition to the power and duties otherwise provided by law to a hospital 
service district, a hospital service district may develop marketing strategies for its existing 
hospital health services or any hospital health services to be provided in the future and may 
develop strategic plans for the development of any future hospital service or facility. 

Assuming arguendo that the hospital service districts fairly availed themselves of the provisions 
contained within R.S. 46:1073, the Louisiana Attorney General has previously opined that R.S. 
46:1073 must be applied consistently with the Open Meetings Law.23  Even when a hospital 
board lawfully calls an executive session to discuss certain matters, any action regarding the 
matters must be taken in open session by formal vote.24  There is a Louisiana Attorney General 
opinion which liberally construes the provisions of R.S. 46:1073 as it relates to the conduct of 
hospital service districts.25  However, there is no guidance either jurisprudential or by way of an 
attorney general opinion which squarely permits a parish council to avail itself of the provisions 
of R.S. 46:1073. Even if the Open Meetings Law would permit a parish council to avail itself of 
R.S. 46:1073, the body of decisions and opinions which interpret 46:1073 address hospital 

21 R.S. 42:17, 
22 See Agenda Item No. 204 of the 12/12/2012 agenda under “Jefferson Parish Special Districts,” calling for 

Resolution – selecting the law firm of McDermott Will & Emory to assist the hospital service districts;  Agenda 
Item No. 116 of the 4/18 /2012 meeting under “Jefferson Parish Special Districts,” calling for Resolution – 
approving amendments to the bylaws of the Jefferson Parish Hospital and Health Services District; Agenda  Items 
Nos. 14 and 15 of the Addendum agenda of the 4/18/2012 meeting calling for resolutions approving contracts for 
legal services to Jefferson Parish Hospital Service District No. 1 and Jefferson Parish Hospital Service District 
No. 2; Agenda Items 94 and 95 of the 1/16/2013 meeting calling for resolutions ratifying agreement for EJGH and 
resolution extending agreement with Kaufman Hall. 

23 La.Atty.Op. 95-193. 
24 La.Atty.Op. 93-62. 

Page 9 of 13 

 

                                                           

0015



boards and hospital service districts.  The OIG is unable to locate any application or 
interpretation of R.S. 46:1073 to a parish council which would provide guidance on present 
issues before the hospital service districts and Parish Council.  
 
Further, the language of 46:1073 is limited to “marketing strategies” and “strategic plans” 
developed by hospital service districts.  Based upon monitoring activity, the OIG has reason to 
question whether or not substantial portions of discussions and conduct engaged by the Parish 
Council and the boards of the hospital service districts within executive sessions comports with 
the narrow exception to the Open Meetings Law created by R.S. 46:1073.  Of particular concern, 
the OIG questions whether the conduct of the executive session by the Third Hospital Service 
District on 9/9/2013 would comply with the Open Meetings Law considering the narrow 
language set forth by R.s. 46:1073.  
 
The Parish Council and hospital service boards have received and considered “confidential” 
information in executive sessions regarding the future of the parish’s hospitals under the auspices 
the exception created by R.S. 46:1073.  Despite the “confidential” nature of the information, 
information has found its way into the public forum.  The future of the parish’s hospitals is a 
matter of substantial public interest. However, the public has yet to be afforded the opportunities 
guaranteed it by the Open Meetings Law.  Thus, the very provision upon which the Parish 
Council and hospital service district boards has relied upon to ensure confidentiality and preserve 
the hospitals ability to meaningfully engage in strategic planning has shielded the public from 
access to information which, ironically, has subsequently found its way into the public. The 
intended purpose of the Open Meetings Law is to prevent private meetings of public bodies in 
which only the “end result” is observed in public open meetings, with all important discussion 
and arguments having taken place behind closed doors.26  
 
Please see recommendation below for clarifying these concerns. 
  
VI. RECOMMENDATIONS 
Based upon the actions of the Third Hospital Service District and the Parish Council, the present 
posture of Kaufman Hall and above expressed concerns, the OIG believes that the adoption of 
the following recommendations would strengthen principals of good governance and restore the 
publics’ trust in government.  
 
A. Open Meetings Law, R.S. 42:12 et seq and Enhanced Ability to Compete, R.S. 46:1073  
The overriding concern of the OIG is to ensure the principles of good governance.  An essential 
element of good governance is the public’s opportunity to exercise its right to observe and 
evaluate public officials, public conduct, and public institutions as required by the Open 
Meetings Law. The OIG strongly encourages the Parish Council and/or the hospital district 
boards to request an opinion from the Louisiana Attorney General on the applicability of the 
Enhanced Ability to Compete Act as it relates future action regarding the hospitals. It is only in 
this manner that the parish can fairly reconcile the publics’ interests with the protections afforded 
by the Enhanced Ability to Compete.  The OIG makes no recommendation as to whether the 

26 La.Atty.Op. 77-1508. 
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request may consider past action or only future action.  However, the OIG strongly recommends 
requesting the opinion of the Louisiana Attorney General prior to the selection of a partner. 
B. Parallel Negotiation  
The OIG strongly recommends moving into the negotiation phase with multiple perspective 
lessees simultaneously.  The competitive model of parallel negotiations provides enhanced 
competition and proactively answers the risk of failed negotiations with an single suitor.   
 
Adopting a parallel negotiation model can result in a continued competitive environment; 
increase the potential of reaching an executed contract and decrease the risk of failed 
negotiations. The parallel negotiation model fully respects the authority of the Parish Council; 
recognizes the desire to proceed in a purposeful and expeditious manner; leverages due diligence 
efforts prior to the limiting of potential lease partners; and results in fully negotiated competitive 
lease agreements that present firm and quantifiable lease options. In this manner, the Parish 
Council will have the opportunity to vote with a high level of confidence on a final product.  
 

i. Comportment with the Established Law 
The OIG has reviewed the processes utilized by the Parish Council to establish the Third 
Hospital District, to include relevant resolutions, ordinances and laws that bear on a potential 
hospital lease. The assessment reflects that the anticipated course was for the Parish Council to 
choose a single potential lease partner to engage in negotiations.  However and significantly, 
there are not known limitations or other prohibitions which would preclude moving forward with 
parallel negotiations. 
 
Application of this recommendation also comports with and respects the authority of the Parish 
Council.27  Implementation of this recommendation serves only to provide the Parish Council 
with considerably more finite options in the form of fully negotiated lease agreements. 
    

ii. Competition and Risk Mitigation 
Under the anticipated model, the OIG believes the element of competition was fully present 
during early processes of identifying suitors; the subsequent narrowing of the field to three (3); 
and through the most recent phase involving the solicitation of a series of Letters of Intent. The 
OIG recognizes that this process added substantial clarity and improved the potential outcomes 
for the Parish in many key aspects of a potential lease. Had the process continued as anticipated 
with a single partner, the advantages of competition would have been severely reduced.    
 
Parallel negotiations permit the spirit of competition to persist throughout the negotiation phase, 
penetrating into the oft import detail and nuance of a potential lease agreement. By extending the 
competitive dynamic throughout negotiations, the full spectrum of sub-point areas can be 
addressed and refined. 
 

iii. Hedge Against Negotiation Break Down 
The advantages of engaging in a parallel negotiation process include answering the risk of a 
breakdown in negotiations.  Further, it provides a superior level of due diligence prior to 

27 R.S. 46:1064.2. 
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negotiations with a single party, the ability to maintain existing timeline expectations, and the 
clarity of result that comes with fully negotiated leases. 
 
Parallel negations provide the Parish with a substantial hedge against a false start. A major risk 
in all negotiations, especially complex negotiations, is the possibility of a terminable impasse 
resulting in one party simply walking away from the potential deal. This occurrence becomes 
more threatening as resources are continually expended, and as is purported to be the case, the 
value of the Parish’s hospital assets diminishes. As such, proceeding with a single potential 
partner and risking a false start brings with it considerable risks to the Parish’s interest.  
 
Moving forward in parallel negotiations significantly reduces risks because there would remain 
at least one potential partner/participant to competitive negotiations. The presence of multiple 
partners engaged in a process ultimately reduces the potential negative impacts to the Parish’s 
interest in the event that one potential partner withdraws from the process.  
 

iv. Leveraging of Due Diligence Efforts  
Due diligence can be fairly considered as the measure of prudence, activity, or assiduity, as is 
properly to be expected from, and ordinarily exercised by, a  and prudent person under 
the particular circumstances.  As such, this is the measure of care the public should reasonably 
expect to be carried out prior to a decision of a fiduciary nature involving public monies or 
assets.  
 
The OIG seeks to be most clear on our purpose and position concerning due diligence.  
The OIG believes that the parallel negotiation process can produce a superior level of due 
diligence prior to the decision to select a partner. The OIG is not taking a position on the due 
diligence efforts engaged upon to date. This should not be read as an indication of support or of 
concern, merely as recognition that the review thus far has not been sufficiently thorough as to 
merit an opinion. 
 
Therefore, the OIG maintains that a process which delivers an enhanced level of due diligence 
prior to limiting potential partners to one will provide the decision makers, and the public, with 
the opportunity for a more informed decision.  It is plain that the level of due diligence review 
that would required prior to the presentation of a legally binding fully negotiated lease agreement 
is far and above that which would be required during the process of soliciting and receiving a 
series of non-binding LOI’s. In proceeding in this fashion the Parish leverages the greater degree 
of assurance that necessarily accompanies the work associated with formal negotiations.   
 

v. Timeliness of Process 
There has been a considerable effort placed on the desire to proceed in a timely manner. The 
OIG takes no position regarding the immediacy of progressing towards an executed lease 
agreement.  We note, however, that the utilization of a parallel negotiation process offers the 
opportunity for the Parish Council to move the matter forward and into negotiation in an 
expeditious but responsible manner. 
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vi. Aspects of Implementation 

Within the Kaufman Hall “Proposal to Continue Strategic Partnership Selection Process” for 
“Third Hospital Services District”, dated 12/13/2012, is an explanation of the services 
anticipated to be delivered under Phase III which includes: (4) “Comprehensive Confirmatory 
Due Diligence” providing assistance to Third Hospital District in conducting due diligence; (5) 
“Pre-Closing Requirements” providing assistance with any conditions of closing; (6) “Obtain 
Necessary Government and Regulatory Approvals” assisting Third District in obtaining 
regulatory approval for partnership; and (7) “Closing” assisting Third Hospital Services in 
closing transaction.  Based upon scope of services listed, the Kaufman Hall engagement appears 
to have covered the negotiation phase. The OIG has not located any associated material 
specifically addressing the planned processes entering the negotiation phase.  
 
The OIG respectfully suggests that extensive consideration be given to establishing clear 
parameters and support structure prior to moving forward into negotiations.  Recommended 
areas of consideration are: 

1. Whether the loss of confidence in Kaufman Hall merits the selection of either a new 
expert consultant and/or outside counsel with an established expertise in managing and 
overseeing the processes involved in hospital lease negotiations.  Again, the OIG does 
not currently possess sufficient information to support any finding concerning questions 
on the value received from Kaufman Hall or propriety of various communication made 
from and to Kaufman Hall, the Third Hospital District and its members; and members of 
the Parish Council. However, the fact remains that the current state of affairs must be 
acknowledged, and the effectiveness of the Kaufman Hall engagement considered. 

2. The establishment of a clear structure and line of authority for future negotiations. It has 
become apparent that the needs and priorities of combined facilities are not fully aligned. 
While both hospital boards present principled positions, care should be taken to provide a 
structure that supports efficient and effective decision making during negotiations while 
permitting input and guidance from those who best understand their facilities, staff and 
service priorities.  

3. Lastly, care should be taken to ensure the integrity of the negotiation process. The 
negotiation team must be permitted to operate confidentially to maintain the integrity of 
the process.  

Page 13 of 13 

 



 

 

 

 

Response from 
Councilmember   

Cynthia Lee-Sheng 

  Attachment #1 

0020







0023



 

 

 

 

 

Response from 
Councilmember E.  

“Ben” Zahn, III 

  Attachment #2 

0024



0025



0026



 

 

 

 

 

Response from the  
EJGH Board of  

Directors 

  Attachment #3 

0027



 
 
COMMENTS OF THE BOARD OF DIRECTORS OF JEFFERSON PARISH HOSPITAL 
SERVICE DISTRICT NO. 2, PARISH OF JEFFERSON, STATE OF LOUISIANA d/b/a 

EAST JEFFERSON GENERAL HOSPITAL ON THE (DRAFT – CONFIDENTIAL) 
MEMORANDUM DATED SEPTEMBER 13, 2013 

FROM DAVID N. McCLINTOCK, OFFICE OF INSPECTOR GENERAL 
 
 

 In his (Draft-Confidential) Memorandum dated September 13, 2013 (“Memorandum”) the 
Jefferson Parish Inspector General, David N. McClintock (“Inspector General”) identifies two areas 
of concern, namely, concern regarding the Kaufman Hall engagement and concern regarding 
compliance with the Louisiana Open Meetings Law (“Open Meetings Law”).  The Inspector General 
makes recommendations regarding these concerns as well as an additional recommendation to 
engage in parallel negotiations. The Board of Directors of Jefferson Parish Hospital Service District 
No. 2, Parish of Jefferson, State of Louisiana, d./b/a East Jefferson General Hospital (“Board”) offers 
the following comments in connection with the Inspector General’s concerns and recommendations:1 
 

KAUFMAN HALL ENGAGEMENT 
 
 In his Memorandum, the Inspector General raises two issues regarding the engagement of 
Kaufman Hall.  The first issue is whether or not Kaufman Hall should be requested to make a final 
recommendation on which suitor to select. The second issue is whether or not Kaufman Hall should 
be replaced. 
 
 In connection with the first issue, the Inspector General believes that a final recommendation 
should be requested.  In the Memorandum, the Inspector General states, “When public funds are 
utilized to retain an expert, the OIG’s position is that the expert’s resources should be fully utilized. 
It seems counter-intuitive that any decision would be made to restrict the flow of objective 
information and recommendations from the paid expert”.  The Board agrees with the Inspector 
General and believes that the Jefferson Parish Hospital and Health Services District should ask 
Kaufman Hall to make a final recommendation on which suitor to select.   
 
 Kaufman Hall’s April 9, 2012 and December 13, 2012 contracts with the Jefferson Parish 
Hospital and Health Services District  contemplate Kaufman Hall making a final recommendation to 
the District.   The contracts provide that Kaufman Hall will receive and evaluate “proposals”.  You 
cannot evaluate multiple proposals without making recommendations.  Furthermore, there is specific 
language in the aforementioned contracts that any recommendations provided to the Jefferson Parish 
Hospital and Health Services District by Kaufman Hall is for the sole use of the District. This 
language specifically contemplates  making recommendations.  Finally, in the April 9, 2012 contract, 
there is a section titled Standard Terms and Conditions for Consulting Services.  Paragraph 14 of this 
section provides, “Consultant Services may include advice and recommendations . . . ”.  This 
language makes it clear that a recommendation is contemplated.  Furthermore, the Managing  
 
 

 

1  In his Memorandum, the Inspector General raises certain concerns pertaining to the Jefferson Parish Council.  
These comments do not address those concerns.   
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similar to the subject transaction, has utilized the same contractual language in connection with these 
transactions and has, in fact, made recommendations in all of these transactions. 
 
 There are those who argue that Kaufman Hall has already made one or more 
recommendations.  However, Kaufman Hall has not made a final recommendation based upon the 
final  proposals of the suitors.  Throughout the subject process, Kaufman Hall has rendered various 
opinions, at different points in time, based upon available information.  These were opinions, not a 
final recommendation made after the receipt of final proposals from all of the suitors.  Now that 
Kaufman Hall has received final proposals from all of the suitors, it should be required to make a 
final recommendation.   
 
 Louisiana law provides that persons who serve on Boards of political subdivisions shall not 
be individually liable for any act or omission as long as such persons are acting in “good faith”.  
Louisiana law further provides that one measure of “good faith” is relying upon information, reports 
and statements presented by experts.  One could argue that not asking your own expert for a 
recommendation, when a recommendation is readily available, brings into question whether “good 
faith” is being exercised.    
 

The second issue raised by the Inspector General in connection with the engagement of 
Kaufman Hall is whether or not Kaufman Hall should be replaced.  The Inspector General asks, 
“Whether the loss of confidence in Kaufman Hall merits the selection of either a new expert 
consultant and/or outside counsel with an established expertise in managing and overseeing the 
processes involved in hospital lease negotiations”.  There is no reason to replace Kaufman Hall and 
to do so, at this stage, would be counter productive.  It is important to note, that in the Memorandum, 
the Inspector General does not allege any wrongdoing on the part of Kaufman Hall nor that Kaufman 
Hall has not done its job. The Inspector General suggests that the Jefferson Parish Health and 
Hospital Services District should consider retaining outside counsel with an established expertise in 
managing and overseeing the processes involved in hospital lease negotiations.  This has been done.  
 On December 12, 2012 the Jefferson Parish Council passed Resolution No. 120155 selecting the 
law firm of McDermott, Will and Emory to assist the Jefferson Parish Hospital and Health Services 
District, WJMC, EJGH and their respective legal counsel with matters related to the subject 
transaction.  On December 26, 2012, the Jefferson Parish Hospital and Health Services District, 
WJMC and EJGH executed an engagement letter with McDermott, Will and Emory. McDermott, 
Will and Emory is one of the largest, most respected law firms in this Country specializing in 
transactions such as the subject transaction.      
 

 
OPEN MEETINGS LAW 

 
 In the Memorandum, the Inspector General expresses concern regarding whether or not 
the Jefferson Parish Hospital and Health Services District has complied with the Open Meetings 
Law in connection with the subject transaction.  Specifically, the Inspector General expresses the 
following concerns: 
 
 
 
 
 
 (1) The Inspector General asserts that the Jefferson Parish Hospital and Health Services 

0029



District has taken action in Executive Session when the Open Meetings Law requires any action to 
be taken on matters discussed in Executive Session to be taken in Open Session by a formal vote. 
 
 (2) The Inspector General  asserts  that the Boards of the Jefferson Parish Hospital and 
Health Services District, EJGH and WJMC have conducted business in Executive Session not 
permitted by the Enhanced Ability to Compete Act. 

 
 

Does the Open Meetings Law require the Jefferson Parish Hospital and Health Services 
District to take action on matters discussed in Executive Session in Open Session?  

 
 In the Memorandum, the Inspector General correctly notes that meetings of the Jefferson 
Parish Hospital and Health Services District are subject to the Open Meetings Law (La. R.S. 42:11-
24).  The Opens Meetings Law requires all actions, even actions pertaining to matters properly 
discussed in Executive Session, to be taken in Open Session by a properly recorded vote.  The 
Inspector General also properly notes that the Enhanced Ability to Compete Act  (La. R.S. 46:1071-
1076) applies to the Jefferson Parish Hospital and Health Services District.  The Enhanced Ability to 
Compete Act provides, among other things, that, “. . . a hospital service district commission may 
hold an Executive Session for the discussion and development of marketing strategies and strategic 
plans”.  Despite the fact the Enhanced Ability to Compete Act provides that a hospital service district 
may discuss and develop marketing strategies and strategic plans in Executive Session, the Inspector 
General contends that actual voting must take place in Open Session.  We believe this assertion is 
incorrect. 
 
 In Calcasieu-Cameron Hospital Service District v. Fontenot, 628 So.2d 75 (La. App. 3Cir. 
1993), the court held that the Enhanced Ability to Compete Act allows a hospital service district to 
take action and vote on any matter in Executive Session which the Act permits to be discussed in 
Executive Session.  Furthermore, the two most recent Louisiana Attorney General opinions 
addressing this issue clearly provide that under the Enhanced Ability to Compete Act a hospital 
service district may vote in Executive Session on matters which the Act allows discussed in 
Executive Session.  In Louisiana Attorney General Opinion No. 95-193A, the Louisiana Attorney 
General opined that under the Enhanced Ability to Compete Act hospital service districts could, in 
fact, vote in Executive Session.  In 2001, legal counsel for EJGH wanted to confirm that EJGH’s 
Board of Directors could, under the Enhanced Ability to Compete Act, not only discuss certain 
matters in Executive Session, but take action and vote on those matters in Executive Session.  Said 
legal counsel requested an opinion from the Louisiana Attorney General.  In Louisiana Attorney 
General Opinion No. 01-242, the Louisiana Attorney General stated that matters which could be 
discussed in Executive Session under the Enhanced Ability to Compete Act, could be voted on in 
Executive Session.   
 
 The authority that the Inspector General offers to substantiate his position is Louisiana 
Attorney General Opinion No. 93-62.  However, in Louisiana Attorney General Opinion No. 95-
193A, discussed, supra., the Louisiana Attorney General specifically overruled Louisiana Attorney 
General Opinion No. 93-62.  Therefore, based upon the jurisprudence and the prevailing Louisiana 
Attorney General  Opinions, a hospital service district may, under the Enhanced Ability to Compete  
 
 
 
Act, take action and vote in Executive Session on any matter which the Act permits to be discussed 
in Executive Session. 
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 The Enhanced Ability to Compete Act was adopted by the Louisiana Legislature to protect 
hospital service districts.  It only applies to hospital service districts.  Its purpose is to allow hospital  
 
service districts to compete with their private sector competitors who do not have to make public  
their marketing strategies or strategic plans.  The Enhanced Ability to Compete Act provides, “ . . .  
the purpose of R.S. 46:1071 through 1076 is to enhance the ability of a hospital service district to 
compete affectively and equally in the market for health care services”.  Requiring a hospital service  
district to take action and vote in Open Session on matters which were properly discussed in 
Executive Session would defeat the purpose of the Enhanced Ability to Compete Act.   
 
 

Have the Boards of the Jefferson Parish Hospital and Health Services District and EJGH   
conducted business in Executive Session in contravention of the Open Meetings Law?  

 
 In the Memorandum, the Inspector General states, “Based upon monitoring activity, the OIG 
has reason to question whether or not substantial portions of discussions and conduct engaged by the 
Parish Council and the boards of the hospital service districts within executive session comports with 
the narrow exception to the Open Meetings Law created by R.S. 46:1073”.  In other words, the 
Inspector General asserts that the Boards of the Jefferson Parish Hospital and Health Services 
District, EJGH and WJMC conducted business in Executive Session which the Open Meetings Law 
requires to be conducted in Open Session.  Other than generally mentioning a meeting of the 
Jefferson Parish Hospital and Health Services District on September 9, 2013, the Inspector General 
offers no examples in support of his assertion.  Therefore, it is difficult to directly respond to the 
Inspector General’s assertion.  However, it must be pointed out that legal counsel for the Jefferson 
Parish Hospital and Health Services District have reexamined the agenda of the September 9, 2013 
meeting to which the Inspector General refers and contend that all matters discussed in Executive 
Session involved strategic planning and were permitted to be discussed in Executive Session under 
the Enhanced Ability to Compete Act.  The business conducted by the Jefferson Parish Hospital and 
Health Services District in connection with the subject transaction has been limited solely and 
exclusively to the business of leasing EJGH’s and WJMC’s hospitals.  This is clearly strategic 
planning.  
 
 One of the basic premises of the Memorandum is that the Open Meetings Law rules and that 
the Enhanced Ability to Compete Act is a “narrow” exception.  This is not true.  In order that there 
would be no doubt as to how it wanted the Enhanced Ability to Compete Act to be interpreted, the 
Louisiana Legislature included very specific language in the Act providing that the Act must be 
construed liberally.   In Joseph v. Hospital Service District No. 2 of the Parish of St. Mary, 805 So. 
2d 400 (La. App. 1st Circuit 2001), the Court held that when read in conjunction with the Open 
Meetings Law, the Enhanced Ability to Compete Act must be construed liberally.  The Court stated 
that the rules of “narrow construction” do not apply to the Enhanced Ability to Compete Act.  
Louisiana Attorney General Opinion No. 01-242 provides that the Enhanced Ability to Compete Act 
must be liberally construed as it relates to the conduct of hospital service districts.   
 
 
 
 
 It is important to note that if there is a conflict between the Open Meetings Law and the 
Enhanced Ability to Compete Act, the Enhanced Ability to Compete Act supersedes the Open 
Meetings Law.  The Enhanced Ability to Compete Act specifically provides that notwithstanding 
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the provisions of the Open Meetings Law, the Enhanced Ability to Compete Act applies.  Therefore, 
it is clear that the Enhanced Ability to Compete Act “trumps” the Open Meetings Law.  The notion 
that the Enhanced Ability to Compete Act “trumps” the Open Meetings Law is specifically upheld by  
the court in St. Mary Anesthesia Associates, Inc. v. Hospital Service District No. 2 of the Parish of  
St. Mary, cited, supra. 
 
 The Enhanced Ability to Compete Act permits a hospital service district to hold an Executive 
Session for the discussion and development of marketing strategies and strategic plans.  The Act 
defines “strategic plans” as “any plan, strategy or device developed or intended to construct, operate, 
maintain a health facility or engage in providing, promoting or selling a hospital health service”.  As 
discussed, supra., the business conducted by the Jefferson Parish Hospital and Health Services  
District in connection with the subject transaction has been limited solely and exclusively to the 
business of leasing EJGH’s and WJMC’s hospitals.  This is strategic planning, without question. 
 

 
OTHER RECOMMENDATION 

 
 In the Memorandum, the Inspector General recommends that the Jefferson Parish Hospital 
and Health Services District continue negotiating leases, simultaneously, with multiple prospective 
lessees.  This is what the Jefferson Parish Hospital and Health Services District has been doing for 
approximately two years.  Representatives of both Kaufman Hall and McDermott, Will and Emory, 
the experts retained by the Jefferson Parish Hospital and Health Services District, have stated that 
attempting to negotiate definitive lease agreements with two parties at the same time would be 
unusual and problematic.   

 
CONCLUSION 

 
 In conclusion, the Board maintains that: 
 
 (1) The Jefferson Parish Hospital and Health Services District should ask Kaufman Hall 
for a final recommendation. 
 

(2) The Jefferson Parish Hospital and Health Services District and EJGH have complied 
with the Open Meetings Law in all respects. 
 
 (3) The parallel negotiation phase has been completed. Based upon the advice of 
Kaufman Hall and McDermott, Will and Emory, it is time to select a lessee(s) and negotiate 
definitive lease agreements.   
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KAUFMAN, HALL & ASSOCIATES, INC. 
WRITTEN RESPONSES TO 

JEFFERSON PARISH COUNCIL RESOLUTION NO. 121828 
 

Kaufman, Hall & Associates, Inc. (“Kaufman Hall”) provides the following written 
responses to the questions posed in Resolution 121828 adopted by the Jefferson 
Parish Council on October 16, 2013 (the “Resolution”). 

 
SECTION 1.  That Kaufman Hall immediately provide the Jefferson Parish 

Council with a statement identifying any and all verbal or written recommendations 
made regarding selection of a hospital partner. 

 
_____________________________________________________________________ 

 
Since this process began in the first part of 2012, there have been many conversations 
regarding the relative benefits that each prospective hospital partner might bring to the 
Jefferson Parish Hospital and Health Services District (“Third District”). Criteria were 
identified by which each proposal would be measured. As one would expect, the 
proposals met the criteria to differing degrees, resulting in numerous discussions 
regarding the relative importance of the criteria as applied. Depending on which criteria 
were weighted more heavily, the conclusion of which potential partner best met the 
criteria varied between each of the three final suitors. In any single conversation, one 
suitor could be valued more highly than the other two, depending on the criteria being 
discussed. Selected statements from individual meetings and/or conference calls that 
were held to differentiate the suitors in the minds of the Third District Board members 
should not be interpreted as “recommendations”. At no point in this process has 
Kaufman Hall made an overall formal recommendation regarding which of the three final 
suitors should be selected by the Third District Board. 

Kaufman Hall’s participation in the process of soliciting and evaluating proposals to 
identify a partner for the Third District hospitals began more than eighteen months ago.   
Over the course of that 18 month period, an extraordinary number of letters, e-mails and 
conversations were exchanged that discuss in some manner the strengths and 
weaknesses of the various partnership proposals. Those letters, e-mails and 
conversations are far too numerous to list. 

In Kaufman Hall’s response dated 9/30/2013 to the email from Chip Cahill dated 
9/27/2013 (which posed to Kaufman Hall the same basic question as is posed in 
Section 1 of the Resolution), Kaufman Hall noted that the statements that seem to form 
the basis for the Parish Council’s question were made at various points in the 
partnership process and were never intended (or understood by any participants in the 
conversations) to be viewed as a formal “recommendation”.   

From our perspective, extracting selected statements from meetings that have occurred 
over the course of 18 months is troublesome because the statements that are the focus 
of this question (i) have been taken out of the context of the overall discussion, and (ii) 
therefore are not really accurate representations of what was said at the various 
meetings or telephone conversations. Typically these meetings or calls were several 
hours long and involved substantive discussions regarding each of the prospective 
bidders.  Moreover, the statements that were made to the Board members were always 
made in the context of spurring a discussion around the core competencies of each 
suitor and attempting to draw out the preferences of the Third District Board. It is 
therefore true that Kaufman Hall made several statements regarding the positive 
benefits that each of the candidate institutions can provide.  However, we also stressed 
that it is up to the Third District Board to weight the variety of subjective factors that 
must be considered and determine which bidder is in the ultimate best interests of the 
District. 
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Throughout the course of the overall bid process, the Third District Board has identified 
a number of different goals and objectives that it believes are critical for selecting the 
ultimate partner for EJGH and WJMC.  The goals and objectives that the Third District 
Board has identified include, but are not limited to (i) the cash value of the proposed 
transaction, (ii) the perceived future state of any combined entity, and (iii) the benefits to 
be derived from local control of the combined entity.  As Kaufman Hall has noted 
throughout this process, it is the relative weight that the Third District Board or the 
Parish Council members attach to each of these separate goals and objectives that is 
critical to answering the question of which suitor would be the best partner for EJGH 
and WJMC.  Depending upon how the various factors are weighted, the answer of 
which suitor would be the best partner changes dramatically.  In the course of Kaufman 
Hall’s analysis of the various proposals, we can and have made the case that, 
depending on how you weight the identified factors, any one of the parties that are still 
under consideration can be viewed as the candidate that is best suited to meet the 
needs of the local community. 

  



 

 

SECTION 2. That the statement requested in Section 1 include: when the 
recommendation was made, to whom the recommendation was made, and the identity 
of the partner recommended. 

 
_____________________________________________________________________ 
 

Per our response in Section 1, while many conversations occurred over the course of 
the engagement, at no time has Kaufman Hall made a formal recommendation as to 
which prospective partner should be selected.   

 



 

 

SECTION 3.  That, alternatively Kaufman Hall immediately provide the Jefferson 

Parish Council with a written recommendation regarding the selection of a hospital 

partner. 

_____________________________________________________________________ 
 

Over the course of Kaufman Hall’s more than thirty years of experience in advising 

health care institutions, Kaufman Hall has observed both successes and failures 

resulting from the combination process. We have learned that one factor which is a key 

indicator of the potential for success (or potential for failure) of a proposed transaction is 

that all parties to a transaction (management team members, board members and staff) 

must enthusiastically endorse the transaction prior to the transaction being 

consummated.  Parties that enter into a transaction reluctantly or with strong differences 

of opinion within the relevant constituencies generally fail to ultimately achieve the goals 

and objectives of the partnership. 
 

In this case, it is apparent that serious differences of opinion exist within the 
management teams of the separate hospitals, the Third District Board and the Parish 
Council.  It is our view that the management teams and board members of EJGH and 
WJMC have fundamental disagreements.  Absent some ability to reach a common 
ground, it is our belief that those differences are irreconcilable. 

Given the inability of the Third Hospital District to arrive at a consensus choice from the 
remaining partners (HCA, LCMC and Ochsner) and our understanding of the ongoing 
differences in the selection of a partner by the EJGH and WJMC Boards, management 
teams and staffs, Kaufman Hall would recommend that EJGH and WJMC each pursue 
separate partners in independent partnership processes.  While Kaufman Hall believes 
that this outcome is less than optimal for Jefferson Parish, given the current dynamics 
we believe that the pursuit of separate partners has a greater likelihood of success than 
a partnership that is the result of a forced choice with a divided Board of Directors and 
management team. 



 

 

SECTION 4. That Kaufman Hall identify any and all members of the hospital 

board(s), hospital staffs and/or elected officials that contacted them verbally or 

electronically, in their official capacity or as an individual, to discuss the evaluation 

process of the Letters of Intent, the results of the evaluations and whether or not 

Kaufman Hall should provide a recommendation to the Boards and/or the Parish 

Council. 
_____________________________________________________________________ 
 

Given the length of this process, it would be impossible for Kaufman Hall to compile a 

complete list in response to the request in Section 4. 
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SECTION 5. That Kaufman Hall confirm or deny whether or not any members of 

the hospital board(s), hospital staffs and/or elected officials contacted their firm either 

verbally or electronically in an effort to coerce or pressure Kaufman Hall to provide favor 

to one proposal over the others or to provide or not to provide a recommendation and to 

identify those individuals. 
_____________________________________________________________________ 
 

No members of the hospital board(s), hospital staffs and/or elected officials contacted 

Kaufman Hall either verbally or electronically in an effort to coerce or pressure Kaufman 

Hall to favor one proposal over the others. 

 

With respect to the portion of the question that asks whether any members of the 

hospital board(s), hospital staffs and/or elected officials contacted Kaufman Hall either 

verbally or electronically in an effort to coerce or pressure Kaufman Hall to provide or 

not to provide a recommendation, Kaufman Hall states that it received no such contact 

with the exception of the following instances: 

• Roberts and Lagasse Letter.  This letter from Jefferson Parish, Office of the 

Council, dated August 26, 2013 addressed to Ms. Nancy Cassagne and Dr. Mark 

Peters and signed by Christopher L. Roberts, Council Chairman and Elton M. 

Lagasse, Councilman At Large, Div. B.  This letter was forwarded to Kaufman 

Hall on August 27, 2013.  This letter served as a reminder that Kaufman Hall was 

“originally hired for the purpose of establishing guidelines and soliciting proposals 

for a lease with East Jefferson General Hospital and West Jefferson Medical 

Center” and that while Kaufman Hall “has been asked by some involved in the 

process to make a recommendation for the best suitor.  Requesting a 

recommendation is a new development in the process and one which was 

evidently decided upon by only a handful of stakeholders involved.”  It is from the 

review of this letter that Kaufman Hall further determined, in agreement with the 

letter, that our role was only to “establish guidelines” and “solicit proposals”, not 

to provide a recommendation for the best suitor. 

 

• Normand Letter.  This letter from EJGH, sent via email on September 3, 2013, 

addressed to Ms. Therese Wareham and signed by Newell Normand, Chairman 

of the Board, East Jefferson General Hospital.  In this letter Chairman Normand 

stated that “ The East Jefferson General Hospital’s Board of Directors passed a 

resolution at a Special Board meeting held at 8:00 a.m. on Tuesday, September 

3, 2013, requesting Kaufman Hall to make a specific recommendation to the East 

Jefferson General Hospital’s Board of Directors regarding the best choice of 

HCA, LCMC and Ochsner Medical Center in moving forward with a partnership 

with the chosen suitor, East Jefferson General Hospital and West Jefferson 

Medical Center.”  In response to this request, Kaufman Hall replied in a letter 

dated September 6, 2013 addressed to Sheriff Newell Normand that Kaufman 

Hall would be unable to comply with the request of the EJGH Board of Directors 

as Kaufman Hall was “very clearly retained by the Third Hospital Services District 

and not by either hospital individually”.  It further goes on to indicate that 

Kaufman Hall “was specifically told by Harry L. (“Chip”) Cahill, Chairman of the 

Third Hospital Services District and Chairman of the West Jefferson Board, that 

the West Jefferson Board, by means of a unanimous vote, was instructing 

Kaufman Hall to not provide any recommendation to the Third Hospital Services 
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District Board regarding which of the pending proposals should be adopted by 

the District.”  In conclusion Kaufman Hall asked that the “Board of the Third 

Hospital Services District meet and decide what instructions it wants to give us.  

Once we have a clear statement of direction from the Third Hospital Services 

District Board, we will work closely with the Board to see how its instructions can 

best be accomplished.”  There was also a follow up email from Sheriff Normand 

in response to the Kaufman Hall letter that stated, “I am now really confused. On 

the one hand you have stated that our engagement document is similar to others 

where you have rendered an opinion and yet you refuse to do so. You have no 

formal action taken by the Third Hospital District prohibiting you from doing 

same. You simply have requests from members of that District and the Jefferson 

Parish Council to not do so. Therefore the terms of the engagement remain the 

same as was contemplated by the parties at the time it was confected. You can 

not have it both ways.”  Kaufman Hall did not respond to this note from Sheriff 

Normand. 

 

• Zahn Letter.  This letter from Jefferson Parish, Office of the Council, sent via 

email on September 5, 2013, addressed to Patrick Allen and Terri Wareham of 

Kaufman Hall and signed by E. “Ben” Zahn, III, Councilman, District 4, Jefferson 

Parish.  In this letter Councilman Zahn stated that “As an elected representative 

and a steward of the public’s finances, I am puzzled as to why Kaufman Hall has 

either refused to issue an “official” recommendation, or has reversed its opinion 

and why?”  In its response to this inquiry from Councilman Zahn on September 6, 

2013 sent an email where Kaufman Hall referenced the language from the 

Roberts and Lagasse Letter indicating that the request of a recommendation “is a 

new development in the process” and was not part of the original engagement 

with Kaufman Hall which was “originally hired for the purpose of establishing 

guidelines and soliciting proposals for a lease with East Jefferson General 

Hospital and West Jefferson Medical Center”. In addition, Kaufman Hall included 

a copy of the response to the Normand Letter explaining “the conflicting 

instructions that our firm has received from the Third Parish Hospital District 

Board”, further asking “Mr. Normand to facilitate a meeting of the full Board of the 

Third Parish Hospital District for the purpose of deciding a course of action that 

the Board wishes to follow.  Once the Board decides on that path, we will work 

with the Board to see how its instruction can best be accomplished.” 

 

As a follow up on September 10, 2013, Councilman Zahn sent a follow up note 

stating the following, “On September 5th 2013, I replied to an email you sent 

requesting specific information on 3 points of concern, regarding your contract 

with our hospital boards.   I have yet to receive a response of any kind from your 

firm.” 

“ I am re-sending my original email requesting specific answers to the same 

identical questions.  I would again appreciate either a “prompt” reply, or provide a 

plausible explanation as to why a governing authority member is not entitled  to a 

response from Kaufman Hall.” 

“Additionally, by way of this email I am requesting that the Parish Attorney 

intervene on my office’s behalf, to review and explore any and all legal options at 

our disposal, to resolve this issue.” 



 

 

“I again remind you that the public funds are being utilized to compensate your 

firm in this endeavor (over $1M), and your absolute “refusal” to respond will not 

be taken lightly by the citizens of Jefferson Parish. There is simply no substitute 

for transparency in a financial matter of this magnitude.” 

In follow up with the Parish attorney, Deborah Foshee and attorney David 

Sherman representing East Jefferson General Hospital, Kaufman Hall 

determined that no additional follow up was required.. 

 



 

 

SECTION 6. That Kaufman Hall explain why their firm did not disclose section 

2.(c) of the HCA letter of intent that provides for right to purchase by HCA at the end of  

the lease along with a payback provision for all capital improvements and real property 

acquired during the term of the lease at a depreciated value.  
_____________________________________________________________________ 
 

Kaufman Hall provided complete copies of the HCA letter of intent to the CEO’s of 

EJGH and WJMC for distribution and review by the leadership teams and the 

appropriate individuals at each institution.  At the direction of Management and to 

maintain confidentiality and limit the exposure of the partnership process and terms, 

Kaufman Hall was directed to distribute these materials to a limited number of 

individuals at each institution.  In addition, following the initial distribution, complete 

versions of the letters of intent from the remaining three parties were made available on 

an electronic data site for review by parties that were granted access to this site.  

Through the provision of these letters of intent, Kaufman Hall did disclose section 2 (c) 

of the HCA letter of intent.  While it is true that Kaufman Hall did not specifically identify 

section 2 (c) as a potential violation of the current laws governing the hospital districts, 

Kaufman Hall: (i) is not licensed to practice law and understood that issues of this type 

would be subject to review and approval of legal counsel; and (ii) understands that a 

thorough review and negotiation of any letter of intent will occur with counsel once a 

selected partner had been chosen.  There are a number of aspects of the LOI that 

remain to be negotiated.  Due in part to the expense of engaging legal counsel and the 

time element required, it is typical to work with counsel and further refine and negotiate 

the terms of the LOI (including specifically legal issues like the one highlighted) after the 

selection of a single partner. 

 



 

 

SECTION 7. That Kaufman Hall determine the actual net proceeds to be paid by 

HCA under the proposed lease after the anticipated pay back of the of the depreciated 

value of capital improvements and purchase of real property  is performed at the end of 

the term of this agreement.  
_____________________________________________________________________ 
 

The actual net proceeds to be paid by HCA under the proposed lease after the 

anticipated pay back of the depreciated value of capital improvements and purchase of 

real property at the end of the term of the lease agreement cannot be calculated at this 

time.  Calculation of the depreciated value of the capital improvements would require 

specific knowledge around the amounts, timing, value, terminal value and agreement 

upon a number of other specific variables to be used in these calculations over the 

entire 30 year term of the lease with HCA.  This information cannot be determined at 

this time and will only be known at the end of the entire 30 year period. 



 

 

 

SECTION 8. That Kaufman Hall disclose whether or not they sought legal 

opinions from either of the hospital’s attorney’s on the legality the HCA LOI which 

included the sale of the hospitals  as well as dictating that the content of the LOI was 

governed by the laws of the state of Tennessee. 
_____________________________________________________________________ 
 

Kaufman Hall was not authorized to retain counsel on behalf of the Third Hospital 

District and seek legal opinions on this matter. There are a number of aspects of the 

LOI that remain to be negotiated.  Due in part to the expense of engaging legal counsel 

and the time element required, it is typical to work with counsel and further refine and 

negotiate the terms of the LOI after the selection of a single partner.  



 

 

SECTION 9.  That Kaufman Hall explain the current LOI by LCMC, Section 2, 

Consideration in regards to “The $405.8 million of net proceeds to the District be 

structured as the present value of annual long term lease payments or a combination of 

an upfront payment at Closing and payments made over time”. 
_____________________________________________________________________ 
 

In the current LOI by LCMC, Section 2, Consideration, the option with respect to the net 

proceeds would allow the payments to be paid at closing in a single lump sum or to 

structure the payments as a combination of an amount to be paid at closing and 

payments over time. Our interpretation of this option is that it was designed to 

demonstrate flexibility by LCMC should the parties need to structure lease payments to 

comply with specific legal or regulatory requirements.  In discussions with LCMC, it is 

their intention that the selection of either option would result in the same net present 

value of payments made to the Third Hospital District.   



 

 

SECTION 10. That Kaufman Hall identify any and all members of the Hospital 

Board(s), Hospital Staff, and/or elected officials who Kaufman Hall has knowledge or 

suspicion that that person or persons may have provided a copy of any of the LOI’s to 

the media or outsiders in violation of the Confidentiality agreement signed by all parties. 
_____________________________________________________________________ 

 

Kaufman Hall has no knowledge or suspicion that any specific person or persons may 

have provided a copy of any of the LOI’s to the media or outsiders in violation of the 

Confidentiality agreement signed by all parties. 



 

 

SECTION 11.  That Kaufman Hall determine what experience Louisiana 

Children’s Medical Center (LCMC) has running large health systems comprised of 

multiple large free standing medical/surgical hospitals, academic medical centers and 

developing complex shared services organizations. 
_____________________________________________________________________ 
 

With approval from LCMC, Kaufman Hall can provide copies of the materials provided 

by LCMC that discuss its experience with respect to the question posed in this Section 

11.  To the extent required, please let us know if copies of these materials should be 

provided and we can contact LCMC for permission. 



 

 

SECTION 12.  That Kaufman Hall determine the Louisiana Children’s Medical 

Center’s (LCMC’s) reliance upon State appropriations and subsidies to fund their 

operating lease and capital obligations during the entire term of this lease.  Also, has 

Kaufman Hall determined if LCMC is adopting the same model that contributed to the 

demise of the Charity Hospital System? 
_____________________________________________________________________ 
 

Information is not available to determine the degree to which Louisiana Children’s 

Medical Center will rely (in the future) upon State appropriations and subsidies to fund 

their operating lease and capital obligations during the entire term of this lease.  

 

Kaufman Hall has not determined whether “LCMC is adopting the same model that 

contributed to the demise of the Charity Hospital System”.  A response to Section 12 

would be better articulated by LCMC.  Per our response in Section 11, with approval 

from LCMC, Kaufman Hall can provide copies of the materials provided by LCMC that 

discuss its operating model with respect to Section 12.  To the extent required, please 

let us know if copies of these materials should be provided and we can contact LCMC 

for permission and to solicit from LCMC a specific response to this question.. 

 



 

 

SECTION 13.   That Kaufman Hall determines whether Louisiana Children’s 

Medical Center’s (LCMC’s) relationship with the State to lease and operate University 

Medical Center in New Orleans creates any conflicts of interest with respect to LCMC’s 

proposed commitments to lease, operate and invest in East and West Jefferson 

hospitals. 
_____________________________________________________________________ 

 

The determination about whether Louisiana Children’s Medical Center’s relationship 

with the State to lease and operate University Medical Center in New Orleans creates 

any conflicts of interest with respect to LCMC’s proposed commitments to lease, 

operate and invest in East and West Jefferson hospitals requires a legal opinion and 

Kaufman Hall would defer to legal counsel with respect to this analysis, review and 

determination. 



 

 

SECTION 14.   That Kaufman Hall determines if Louisiana Children’s Medical 

Center’s (LCMC’s) not-for-profit status will change during the term of this lease. 
_____________________________________________________________________ 
 

Kaufman Hall is unable to determine if Louisiana Children’s Medical Center’s not-for-

profit status will change during the 30 year term of this lease. 



 

 

SECTION 15.  That Kaufman Hall determines whether Louisiana Children’s 

Medical Center’s (LCMC’s) proposed lease of East and West Jefferson hospitals would 

trigger an extensive and costly investigation by the Federal Trade Commission 

regarding antitrust concerns post transaction. 
_____________________________________________________________________ 
 

The determination about whether Louisiana Children’s Medical Center’s proposed lease 

of East and West Jefferson hospitals would trigger an extensive and costly investigation 

by the Federal Trade Commission regarding antitrust concerns post transaction requires 

a legal opinion and Kaufman Hall would defer to legal counsel with respect to this 

analysis, review and determination. 



 

 

SECTION 16.  That Council Research determine the budgetary impact on parish 

government rejecting a potential of $285 million in new property taxes. 
_____________________________________________________________________ 
 

It appears to Kaufman Hall that this Section does not require any response from 

Kaufman Hall. 



 

 

SECTION 17. That a Special Council meeting is to be held on October 24, 2013 

at 10:00 a.m. in the Westbank Council Chambers, located at 200 Derbigny Street in 

Gretna. 

_____________________________________________________________________ 
 

It appears to Kaufman Hall that this Section does not require any response from 

Kaufman Hall. 



 

 

SECTION 18. That the appropriate staff members from Kaufman Hall be present at a 

special Council Meeting to be held on October 24, 2013 at 10:00 a.m. in the Westbank 

Council Chambers to answer any and all questions posed by members of this Council in 

regards to the advertisement and the evaluation of the submittals provided to the 

Jefferson Parish Hospital and Health Services District for a Hospital Partner. 
_____________________________________________________________________ 
 

Per correspondence with Deborah Cunningham Foshee, Parish Attorney, Jefferson 

Parish on October 21, 2013, due to a prior commitment to host a Healthcare Leadership 

Conference, Kaufman Hall will be unable to be present at the special Council Meeting to 

be held on October 24, 2013.  Kaufman Hall has provided alternative dates to Ms. 

Foshee for consideration and will work to schedule a date to be present to discuss 

these matters with the Council. 



 

 

SECTION 19. That Kaufman Hall determine whether either suitor has been the subject 

of a State or Federal investigation at hospitals under their management. 
_____________________________________________________________________ 
 

Kaufman Hall can request information from the prospective suitors to determine whether 

the suitors have been the subject of a State or Federal investigation at hospitals under 

their management.  We would request further clarification on this request to determine if  

the Parish Council would like this information limited to a specific time period or scope 

of investigation.  It is Kaufman Hall’s experience that the operators of hospitals and 

health care systems, over the course of their operating history, have been the subject of 

various investigations and interactions with State and Federal agencies on multiple 

levels. 
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