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KHS Finance Committee Meeting, June 8, 2018

AGENDA

FINANCE COMMITTEE MEETING

KERN HEALTH SYSTEMS
5701 Truxtun Avenue, Suite 201
Bakersfield, California 93309

Friday, June 8, 2018

8:00 A.M.

All agenda item supporting documentation is available for public review at Kern Health Systems in
the Administration Department, 9700 Stockdale Highway, Bakersfield, 93311 during regular
business hours, 8:00 a.m. — 5:00 p.m., Monday through Friday, following the posting of the agenda.

Any supporting documentation that relates to an agenda item for an open session of any regular
meeting that is distributed after the agenda is posted and prior to the meeting will also be available
for review at the same location.

PLEASE REMEMBER TO TURN OFF ALL CELL PHONES, PAGERS OR ELECTRONIC
DEVICES DURING MEETINGS.
COMMITTEE TO RECONVENE

Members: Deats, Casas, McGlew, Melendez, Rhoades

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS
LISTED WITH A "CA" ARE CONSIDERED TO BE ROUTINE AND NON-
CONTROVERSIAL BY KERN HEALTH SYSTEMS STAFF. THE "CA"
REPRESENTS THE CONSENT AGENDA. CONSENT ITEMS WILL BE
CONSIDERED FIRST AND MAY BE APPROVED BY ONE MOTION IF NO
MEMBER OF THE COMMITTEE OR AUDIENCE WISHES TO COMMENT OR
ASK QUESTIONS. IF COMMENT OR DISCUSSION IS DESIRED BY ANYONE,
THE ITEM WILL BE REMOVED FROM THE CONSENT AGENDA AND WILL BE
CONSIDERED IN LISTED SEQUENCE WITH AN OPPORTUNITY FOR ANY
MEMBER OF THE PUBLIC TO ADDRESS THE COMMITTEE CONCERNING THE
ITEM BEFORE ACTION IS TAKEN.

STAFF RECOMMENDATION SHOWN IN CAPS
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PUBLIC PRESENTATIONS

This portion of the meeting is reserved for persons to address the Committee on
any matter not on this agenda but under the jurisdiction of the Committee.
Committee members may respond briefly to statements made or questions posed.
They may ask a question for clarification, make a referral to staff for factual
information or request staff to report back to the Committee at a later meeting. Also,
the Committee may take action to direct the staff to place a matter of business on
a future agenda. SPEAKERS ARE LIMITED TO TWO MINUTES. PLEASE STATE
AND SPELL YOUR NAME BEFORE MAKING YOUR PRESENTATION. THANK
YOU!

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

On their own initiative, Committee members may make an announcement or a
report on their own activities. They may ask a question for clarification, make a
referral to staff or take action to have staff place a matter of business on a future
agenda (Government Code Section 54954.2(a)(2))

Minutes for KHS Finance Committee meeting on April 6, 2018 -
APPROVE

Report on KHS investment portfolio for the first quarter ending March 31, 2018
(Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Proposed renewal and binding of employee benefit plans for medical, vision, dental,
life insurance, short-term and long-term disability, and long-term care effective
September 1, 2018 (Fiscal Impact: $5,780,000 Estimated; Budgeted) —
APPROVE; REFER TO KHS BOARD OF DIRECTORS

Proposed renewal and binding of insurance coverages for general liability, crime,
property, workers’ compensation, fiduciary liability, excess cyber insurance,
managed care errors and omissions, earthquake insurance and flood insurance
from July 1, 2018 through June 30, 2019 (Fiscal Impact: $620,000 Estimated,;
Budgeted) —

APPROVE; REFER TO KHS BOARD OF DIRECTORS

Proposed Agreement with Stria, LLC, for Optical Character Recognition (OCR)
services for paper medical claims from June 14, 2018 through June 14, 2021, in an
amount not to exceed $1,137,513.02 (Fiscal Impact: $1,137,513.02; Budgeted) —
APPROVE; REFER TO KHS BOARD OF DIRECTORS



KHS Finance Committee Meeting, June 8, 2018

Agenda Page 3
Finance Committee Meeting 6/8/2018
Kern Health Systems

8) Proposed Amendment to American Logistics Company, LLC Agreement, for the
administration of the Non-Emergency Medical Transportation Services, from April
17, 2017 through April 17, 2019 (Fiscal Impact: $3,710,556; Not-Budgeted) —
APPROVE; REFER TO KHS BOARD OF DIRECTORS

9) Report on Kern Health Systems financial statements for February 2018, March
2018 and April 2018 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

10) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for February 2018, March 2018 and April 2018 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

ADJOURN TO FRIDAY, AUGUST 3, 2018 AT 8:00 A.M.

AMERICANS WITH DISABILITIES ACT
(Government Code Section 54953.2)

The meeting facilities at Kern Health Systems are accessible to persons with disabilities.
Disabled individuals who need special assistance to attend or participate in a meeting of
the KHS Finance Committee may request assistance at the Kern Health Systems office,
9700 Stockdale Highway, Bakersfield, California, or by calling (661) 664-5000. Every effort
will be made to reasonably accommodate individuals with disabilities by making meeting
material available in alternative formats. Requests for assistance should be made five (5)
working days in advance of a meeting whenever possible.
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SUMMARY

FINANCE COMMITTEE MEETING
KERN HEALTH SYSTEMS

5701 Truxtun Avenue, Suite 201
Bakersfield, California 93309

Friday, April 6, 2018

8:00 A.M.

COMMITTEE RECONVENED AT 8:00 A.M.

Members present: Deats, McGlew, Melendez, Rhoades

Members absent: Casas

NOTE: The vote is displayed in bold below each item. For example, Rhoades-Deats
denotes Director Rhoades made the motion and Director Deats seconds the motion.

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED

WITH A “CA” WERE CONSIDERED TO BE ROUTINE AND APPROVED BY ONE
MOTION.

COMMITTEE ACTION SHOWN IN CAPS

1)

2)

PUBLIC PRESENTATIONS

This portion of the meeting is reserved for persons to address the Committee
on any matter not on this agenda but under the jurisdiction of the Committee.
Committee members may respond briefly to statements made or questions
posed. They may ask a question for clarification, make a referral to staff for
factual information or request staff to report back to the Committee at a later
meeting. Also, the Committee may take action to direct the staff to place a matter
of business on a future agenda. SPEAKERS ARE LIMITED TO TWO MINUTES.
PLEASE STATE AND SPELL YOUR NAME BEFORE MAKING YOUR
PRESENTATION. THANK YOU!

NO ONE HEARD

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

On their own initiative, Committee members may make an announcement or a
report on their own activities. They may ask a question for clarification, make a
referral to staff or take action to have staff place a matter of business on a future
agenda (Government Code Section 54954.2(a)(2))

NO ONE HEARD
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Minutes for KHS Finance Committee meeting on February 2, 2018 -
APPROVED
Rhoades-McGlew: 4 Ayes; 1 Absent - Casas

Report by Daniells Phillips Vaughan & Bock on the audited financial statements
of Kern Health Systems for the year ending December 31, 2017 (Fiscal Impact:
None) — NANCY BELTON, SHANNON WEBSTER, DANIELLS PHILLIPS
VAUGHAN & BOCK, HEARD; RECEIVED AND FILED; REFERRED TO KHS
BOARD OF DIRECTORS

McGlew-Melendez: 4 Ayes; 1 Absent - Casas

Proposed Retroactive Amendment No. 40 to Hospital and Other Facility
Services Agreement with Kern Medical for Base Rate and Rate Range for
Services Provided to Medi-Cal Optional Expansion Enrollees for the period
January 1, 2017 through June 30, 2017 for a maximum amount of $8,014,366
for the Base Rate and $580,320 for the Rate Range pursuant to the
Intergovernmental Agreement regarding the transfer of public funds between
the County of Kern and the California Department of Health Care Services
(Fiscal Impact: None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas

Report on change of personnel managing the investment portfolio at UBS
Financial Services, Inc. (Fiscal Impact: None) — IRA COHEN, THE IRA COHEN
GROUP, UBS FINANCIAL, HEARD; RECEIVED AND FILED
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas

Proposed Agreement with Office Ally, to process and submit electronic medical
claims from providers and institutions directly to KHS, from April 12, 2018
through April 12, 2021, in an amount not to exceed $0.25 per claim (Fiscal
Impact: $175,000.00 estimated annually; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Melendez-McGlew: 4 Ayes; 1 Absent - Casas

Proposed Retroactive Agreement with McKesson, to provide ClaimCheck
claims review software, maintenance and support, March 6, 2018 through
October 5, 2018, in an amount not to exceed $332,894.00 (Fiscal Impact:
$332,894.00; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 4 Ayes; 1 Absent - Casas

Report on Kern Health Systems financial statements for December 2017 and
January 2018 (Fiscal Impact: None) —

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas
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Finance Committee Meeting 4/6/2018
Kern Health Systems

10) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for December 2017 and January 2018 (Fiscal Impact: None) —
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Rhoades: 4 Ayes; 1 Absent - Casas

ADJOURN TO FRIDAY, JUNE 8, 2018 AT 8:00 A.M.
Melendez
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 8, 2018

Re: Quarterly Review of Kern Health Systems Investment Portfolio

Background

The Kern Health Systems (“KHS”) Investment Policy stipulates the following order of
investment objectives:

e Preservation of principal
e Liquidity
e Yield
The investment portfolios are designed to attain a market-average rate of return through

economic cycles given an acceptable level of risk. KHS currently maintains the following
investment portfolios:

Short-Term Portfolio (Under 1 year)

Funds held in this time frame are typically utilized to pay providers, meet operating expenses,
fund capital projects and distribute pass-through monies waiting for additional approvals and/or
support to be paid. Additionally, extra liquidity is maintained in the event the State is late with its
monthly capitation payment and/or MCO Tax reimbursements.

Long-Term Portfolio (1-5 years)

Funds held in this time frame are typically for reserves and to take advantage of obtaining higher
yields.

Requested Action

Receive and File; Refer to KHS Board of Directors
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Kern Health Systems
Investment Portfolio
March 31, 2018

Short Term Portfolio (under 1 year)

Funds held in this time frame are typically utilized to pay providers, meet operating expenses, distribute pass-through monies
waiting for additional approvals and/or support to be paid and monies owed to the State for MCO Taxes and/or overpayments.
Extra liquidity is maintained in the event the State is late with its monthly capitation payment.

Maximum
Allowed Per Approximate
Description Dollar Amount % of Portfolio Policy Current Yield Liquidity Principal Fluctuation
Wells Fargo - Cash (A) 1 s 3,800,000 1.42% 50% 0.50% 1Day  None
Morgan Stanley Money Market (B) (1) $ 35,300,000 13.18% 20% 1.51% 1 Day None
Local Agency Investment Fund (LAIF) (€) (2) $ 64,100,000 23.94% 50% 1.52% 2Days  None
Subject to Interest
US T-Bills at Wells Fargo 1) $ 49,900,000 18.63% 100% 1.56% 1Day Rate Fluctuations
Subject to Interest
KHS Internally Managed Portfolio at Wells Fargo (D) (1) $ 39,400,000 14.71% 1.59% 3Days Rate Fluctuations
Sub-Total $ 192,500,000 71.88% 1.52%
Long Term Port Folio ( 1 - 5 years)
Funds held in this time frame are typically for reserves and to take advantage of obtaining higher yields.
Subject to Interest
Rate and Credit
UBS Managed Portfolio (E) $ 71,000,000 26.51% 2.63% 3 Days Fluctuations
Subject to Interest
Rate and Credit
KHS Internally Managed Portfolio at Wells Fargo (D) $ 4,300,000 1.61% 1.46% 3 Days  Fluctuations
Sub-Total $ 75,300,000 28.12% 2.56%
Total Portfolio $ 267,800,000 100.00% 1.82%
Yield Curve
A
Corporate
Yield Curve Treasuries  AA Corporate Bonds Bonds CD's
| year 2.08% 2.30% 2.45% 2.05%
2 year 2.34% 2,50% 2.65% 2.50%
3year 2.49% 2,65% 2.80% 2.70%
5 year 2.67% 3.00% 3.10% 2.90%
(A) Secured by collateral guaranteed by the US Government or an agency thereof.
(B) $16 Billion money market fund managed by Morgan Stanley comprised of high -quality debt securities issued by the US Government.
() LAIF is part of a $75 Billion Pooled Money Investment Account managed by the State Treasurer of CA.
Majority of portfolio is comprised of Treasuries, CD's, Time Deposits and Commercial Paper.
(D) High quality diversified portfolio comprising certificate of deposits, commercial paper, corporate bonds and notes and municipal securities.
(E) High quality diversified portfolio comprising certificate of deposits, corporate bonds and notes, municipal securities and US Treasury Securities.

0]
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Includes investments maturing in less than 1 year that will be re-invested for over 1 year at maturity.

Funds are utilized to pay providers, meet operating expenses, distribute pass-through monies waiting for additional approvals and/or support
and monies owed to the State For MCO Taxes and/or overpayments.
Extra liquidity is maintained in the event the State is late with its monthly capitation payment and/or MCO Tax Reimbursement Payments.

Funds will be primarily utilized to fund various Grant Programs and 2018 capital projects, which includes building a new office building.
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Wells Fargo Securities, LLC

WELLS PO BOX 5120
PN Teroll [l U A NEOSH 500X FALLS, SD 57117-5120

1-800-645-3751

KERN HEALTH SYSTEMS
BRSTMT 9700 STOCKDALE HWY
BAKERSFIELD, CA 93311

Enclosed is your Wells Fargo Securities, LLC account statement. If you have elected Wells Fargo Bank,
N.A. (WFB) as the safekeeping agent for your securities, then also enclosed is 1) a separate WFB safekeeping statement
and 2) a page summarizing activity and investments in your WFS account and its related WFB account.

If you have muitiple WFS accounts and have requested “house-holding,” we have included the statements that pertain
to those accounts in this single envelope.

The Securities and Exchange Commission (SEC) permits a broker-dealer to publish its annual and semiannual Statement
of Financial Condition on a website in lieu of providing a paper copy. You can find this information for Wells Fargo
Securities, LLC ("WFS") as of December 31, 2017 at www.wellsfargo.com/com/securities/financial-reports. If

you wish to receive a paper copy of the Statement of Financial Condition, at no cost, please call (800) 326-5897 and we
will promptly satisfy your request.

We are also required by the SEC to disclose the following information:

WFS (the Company) is subject to the SEC's Uniform Net Capital Rule (Rule 15¢3-1) and Commodities Futures
Trading Commission (CFTC) Regulation |.17, which require the maintenance of minimum net capital. Under SEC
Rule 15¢3-1, the Company has elected to use the alternative method, permitted by the rule, which requires that
the Company maintain minimum net capital, as defined, equal to the greater of $1,500,000 or 2 percent of
aggregate debit balances arising from customer transactions, as defined. Under CFTC Regulation |.17, the
Company is required to maintain an adjusted net capital equivalent to the greater of $1,000,000 or $809,175,000
which was 8% of the total risk margin requirement for all positions carried in customer and non-customer
accounts plus additional net capital requirements related to certain reverse repurchase agreements. At December
31, 2017, the Company had net capital of $8,228,444,000, which was 63.00% of aggregate debit balances, and
$7,419,269,000 in excess of required net capital. At January 31, 2018, the Company had a net capital requirement
of $838,573,000, net capital of $7,786,561,000 which was 58% of aggregate debit balances, and $6,947,988,000 in
excess of required net capital.

The audited Statement of Financial Condition of WFS as of December 31, 2017, which was filed with the Securities
and Exchange Commission pursuant to Rule 17a-5 of the Securities Exchange Act, is available for inspection at the
principal office of the Company and at the regional office of the Securities and Exchange Commission.

Investments, other than Brokered Certificates of Deposits, are not FDIC insured, may lose value, and are not bank guaranteed - see important
di onther of your t y page.

D3IBESE 1016771 0014 2C027 UN#2656399-00011654 74886-0010 B1581 03/30/18 P
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Combined Summary
Brokerage Account and Bank Account

Statement Period

03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS
9700 STOCKDALE HWY 1AB84780

Total Account Value Summary - us Dollar (USD)

Account Number

Yo

This summary does not reflect the
value of unpriced securilies,
Repurchase agreements are reflected
al par valus,

0%

Amounl Last Amounl This
Statemenl Period Slatement Pariod Portfolio

Cash $ 000 § 0.00
Money Market Mutual Funds 19,367,517.17 35,331,587.28 27%
Bonds 113,382,703.93 93,567,238.85 73%

Stocks 0.00 0.00

Total Account Value

Value Change Since Last Statement Period $ (3,851,394.97)
Percent Decrease Since Last Statement Period 3%
Value Last Year-End $ 106,942,632.68
Percent Increase Since Last Year-End 21%

***Includes amortized Par value of municipal leases and notes.
Total Income Summary usp

?hls Period Year-To-Date

Interest $ 59,522.76 § 419,618.26
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 34,294.65 97,688.48
Other 0.00 0.00
income Total s 93,817.41 $ 517,306.74

Total Money Market Mutual Funds Summary usp

Description Amount

Opening Balance $ 19,367,517.17
Deposits and Other Additions 115,797,511.53
Distributions and Other Subtractions (99,867,736.07)
Dividends Reinvested 34,294.65
Change in Value 0.00

Closing Balance $ 35,331,587.28

Summary

0%

$ 132,750,221.70 § 128,898,826.13 100%
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Welis Fargo Securities, LLC
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JONATHAN CHUANG
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Brokerage Account Statement
Wells Fargo Securities, LLC

Page 1 of 3

Statement Period

03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS

Account Number

9700 STOCKDALE HWY 1ABB4780
Account Value Summary usp
Amount Last Amount This %

Statement Period Statement Pariod Portfolio
Cash $ 0.00 0.00 0%
Money Market Mutual Funds 0.00 0.00 0%
Bonds 0.00 0.00 0%
Stocks 0.00 0.00 0%
Total Account Value $ 0.00 0.00 0%
Value Change Since Last Statement Period 0.00
Percent Increase Since Last Statement Period N/A
Value Last Year-End 0.00
Percent Increase Since Last Year-End N/A

Income Summary usp

e
This Pariod Year-To-Dale
Interest $ 000 §$ 0.00
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 0.00 0.00
Other 0.00 0.00
Income Total $ 000 § 0.00
Money Market Mutual Funds Summary usp
Dascription Amotnt
Opening Balance $ 0.00
Deposits and Other Additions 0.00
Distributions and Other Subiractions 0.00
Dividends Reinvested 0.00
Change in Value 0.00
Closing Balance 0.00

This summary does not reflecl the
value of unpriced securities.
Repurchase agreements are reflected
al par valus.



Important Information

This slalement is provided lo customers of Wells Fargo Securilies, LLC
("WFS?"), broker dealer 0250, Statements are provided monthly for
accounts with transactions and/or security positions. The account
statement contains a list of securities held in safekeeping by WFS as of
the slalement dale and provides details of purchase and sale

the receipt and of cash and ities, and
other aciivities relaling to the account during the statement period.

For WFS customers who choose lo mainlain a salekeeping account at
Wells Fargo Bank, N.A, ( ‘Bank"), lhis statemenl is accompanied by a
separate Bank The Bank

if applicable, contains a list of securities held in safekeeping by the Bank
as of the statement date.

Pricing: Security and brokered certificate of depasil ("CD") prices shown
on the statement are oblained Irom independent vendors or internal
pricing models. While we believe the prices are reliable, we cannol
guaranlee lheir accuracy, For exchange-listed securities, the price
provided is the closing price at month end. For unlisled securities, it is Ihe
"bid” price al month end. The price of CDs that malure in one year or less
are shown at last price traded, The price of CDs that malure in greater
than cne year and of other instrumenls that trade infrequenlly are
estimated using similar securities for which prices are available. Prices on
Ihe stalement may nol necessarily be obtained when the asset is sold.

Brokered CD Pricing: Like bonds, brokered CDs are subject lo price
fluctuation and the value of a CD, il sold prior to malurity, may be less
than at the lime of its purchase, Significant loss of principal could result.
While WFS generally makes a market in CDs it underwrites, the
saecondary markel for CDs that it does nol underwrite may be very limiled.
In those cases, WFS will use its best elforts lo help investors lind a buyer.

SIPC: WFS is a member of the Investor ion Corp
("SIPC"). In the event of i o li of WFS, held
in satekeeping al WFS are covered by SIPC against the loss, but not
investment risk, up to a maximum of $500,000 per cuslomer, which
includes a $250,000 limit on claims for cash held in the account, SIPC

Free Credit Balances: Any customer free credil balances may be used in the
business of WFS subject to limilation of 17 CFR Section 240 § 15¢(3)-3 under
lhe Securilies Exchange Acl of 1934, In the course of normal business
operations, a customer has lhe right to receive delivery of lhe following: any
free credit balances lo which he or she is enlilled, any lully paid securities to
which he or she is entilled, and any securities purchased on margin upon full
payment of indebtedness to WFS.

Equity Order Roullng: WFS will generally roule equily and lisled options
orders taking into consideralion among other faclors, the quality and speed of
execulion, as well as the credils, cash or other payments it may receive from
any exchangs, broker-dealer or market center. This may not be true if &
customer has directed or placed limits on any orders, Whenever possible,
WFS will route orders in an allempl to oblain executions al prices equal or
superior lo the nanonally displayed besl bid or offer, WFS will also attempt to
obtain the best of any it may recsive. The
naiure and source of credits and paymenls WFS receives in connection with
specilic orders will be furnished lo a cuslomer upon request. WFS prepares
quarterly reporls describing ils order rouling praclices for non-directed orders
routed o a parlicular venue for execution. A pnnled copy of this report along
with other li an is available upon writlen
request or by visiling: httpsjlw alory,

Equity Extended Hours Tradlng: See importanl informalion relating to
equilies lrading before and after regular trading hours at:

www.wellsfargo.com/com/securilies/regulatory.

Equlty Open Orders: Open orders will remain in effecl until executed or
canceled by you. Failure to cancel an open order may result in lhe transaction
being exaculed for your accounl. WFS has no responsibility to cancel an open
order at its own initialive.

Dividend Reinvestment: In any dividend reinvestment transaclion, WFS
acted as agent, Additional information of this nalure will
be furnished 1o a cuslomer upon written request,

Accounl Transfers: A lee will be charged to customers transferring their
exisling WFS accounl 1o anolher broket/dealer or any olher financial
institution.

Non-deposil i offered or sold by

protection does not provide any pi againsl i

risk, including \he loss of principal on an invesiment. This coverage does
not apply to securilies held in safekeeping by ihe Bank. Additional
information about SIPGC, including a SIPC brochure, may be obtained by
visiting www.sipc.org or by calling SIPC at 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of the Financial
Industry Regulatery Authority (FINRA), Under ils BrokerCheck program,
FINRA provides certain mlormahon fegmdlﬂg the disciplinary history of
and their d parsons, can be obtained
from the FINRA BrokerCheck program holline number (1-800-289-9998)

or lhe FINRA website (www.finra.org). A brochure describing lhe FINRA
BrokerCheck program will be furnished upon wrillen request.

mutual 1unds. are not federally Insured or guaranteed by
or obluganons of the Federal Deposit Insurance Corporation ("FDIC"),

KHS Finance Committee Meeting, June 8, 2018
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Mutual Funds: The distributor of Wells Fargo Funds is affilialed wilh
WFS/Wells Fargo Sacurities, LLC.

Inslitutional Prime and Institutional Tax Exempt money market mutual
funds are required to price and iransact al a net assef value ("NAV") per
share thal flucluates based upon the pricing of the underlying portfolio of
securilies and this. requirement may impact lhe value of those fund
shares, | Prime and Insti | Tax Exempt
lunds may be subject lo redemption fees and/or gales that can affect the
availability of funds Invesled.

Mutual funds are sold by prospectus, which includes more complete
informalion on risks, charges, expenses and olher matters of interesl.
Inveslors should read the prospeclus carefully before investing,

Financial WFS financial menls are available upon
requesi.
Trade Contfi I h: and sales are subject to

1he terms and conditions stated on the Irade conlirmation ralating to that
transaction. In the event ol a conflicl between Ihe frade confirmation and
1his slatement, the Irade confirmation will govern.

Listed Opﬁons Commissions and other charges relaled to the

of lisled option have been included in

jons of such that have been p
and are available upon request. Promplly advise your WFS sales
representalive of any material change in your inveslment objectives or
financial situation.

Cuslomer Complaints and Reporting DISClepancle! Customer
reporling ir or p should be
promplly reporied in wriling lo:

Customer Service

90 South 7Ih Sireet

5th Floor, MAC NS305-05F
Minneapolis, MN 65402

com

Cuslamers may also report complainls, inaccuracies or discrepancies
by calling 1-800-645-3751 option 5. International callers should call
1-877-856-8878, To further prolect their righls, including rights under the
Securilies investor Proleclion Act, cuslomers should also re-confirm in
wiiling to the abuvs addrsss any oral communicalions with WFS relating
lo thei or

the Federal Reserve System or nny nlher agency, are not bank
are not i of, or d in any way by any
bank or WFS; and are subjecl to rlsk Including the passlble loss of

Wells Fargo Bank, N.A. Institutional Deposit: Funds invesled in the
Deposit are on deposil at Wells Fargo Bank, N.A. and

principal, that may cause the value of the
return to flucluale.

When the investmenl is sold, the value may be higher or lower than the
amount orlginally Invested, WFS is a subsldiary of Wells Fargo &
Company, Is nal a bank or thrifi, and |s separate from any other
affiliated bank or thrift. WFS Is a registered broker-dealer and member
of FINRA. No afflliate of WFS Is responsible for lhe securities sold by
WFS.

balances are insured by lhe Federal Deposil Insurance Corporalion
("FDIC") up lo the full amount allowabla by law. Institutional Deposit
balances are not insured by lhe Securilies Inveslor Proleclion
Corporalion {"SIPC"), For further details, see the Institutional Deposit
Product Descriplion.
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KERN HEALTH SYSTEMS Statement Ending: March 31, 2018
Account Number: 1ABB4780
Daily Account Activity
Your investment transactions during this statement period.

Setllement /

Transaction/ Effective Principal Income Debit / Credit
Trede Date  Dale Activily Securily ID_ Deserip Par / Quantity Price Amount Amount Amount
Transaction Activity usD
02/26/18  03/02/18  Purchase 89236TCX1  TOYOTA MOTOR CREDIT CORP 1,000,000.00 99.9520000 (999,520.00) (4,886.67) (1,004,386,67)
03/02/18 03/02/18  Security Delivery 89236TCX1  TOYOTA MOTOR CREDIT CORP {1,000,000.00) 0.00 0.00 0,00
03/02/18  03/06/18  Purchase 69353RET1  PNC BANK NA 1,000,000.00 99,8340000 (998,340,00) (6,050.00) (1,004,390.00)
03/06/18  03/06/18  Sacurity Delivery 69353AET1  PNC BANK NA {1,000,000.00) 0.00 0.00 0.00
03/14/18  03/14/18  Purchase 45113VESS  IBM CREDIT LLC 4(2) DISCOUNTED 4,000,000.00 99.7326390  (3,089,305,56) 0.00 (3,989,305.56)
03/14/18 03/14/18  Security Delivery 45113VE@S  IBM CREDIT LLC 4(2) DISCOUNTED (4,000,000.00) 0.00 0.00 0.00
03/14/18 03/15/18  Purchase 912796PA1  UNITED STATES TREASURY BILL 10,000,000,00 99.8778830 (9,987,788.89) 0.00 (9,987,788.89)
03/20/18  03/22/18  Purchase 49327M2L7  KEY BANK NA 2,000,000.00 100.1020000  (2,002,040.00) (2,947.29) (2.004,987,29)
03/22/118  03/22/18  Securily Delivery 49327M2L7  KEY BANK NA (2.000,000.00) 0.00 0.00 0.00
03/2718  03/27/18  Purchase 912796NY1  UNITED STATES TREASURY BILL 10,000,000.00 99.9600000  {9,996,000.00) 0.00 {9.996,000.00)
03/27/18  03/27/18  Purchase 912796PA1  UNITED STATES TREASURY BILL 10,000,000.00 99.9288890  (9,092,888.89) 0.00 (9,992,888.89)
Cash Activity usD
Transaction / Setllement / Debil Amounl/  Credit Amounl/
Trade Date  Eff. Date  Aclivity Description Disbursements __Receipts
03/02/18  03/02/18  Journal AUTO SK SETTLEMENT 1,004,386.67
03/06/18  03/06/18  Journal AUTO SK SETTLEMENT 1,004,390.00
03/14/18  03/14/18  Joumal AUTO SK SETTLEMENT 3,989,305.56
03/15/18  03/15/18  Journal AUTO SK SETTLEMENT 9,987,788.89
03/15/18 03/15/18  Security Deliver UNITED STATES TREASURY BILL 0.00
03/22/18  03/22/18  Joumal AUTO SK SETTLEMENT 2,004,987.29
03/27/18 03/27/18  Journal AUTO SK SETTLEMENT 9,996,000.00
03/27/18 03/27/18  Journal AUTQ SK SETTLEMENT 9,892,888.89
03/27/18  03/27118  Securily Deliver UNITED STATES TREASURY BILL 0.00
03/27/18 03/27/18  Security Deliver UNITED STATES TREASURY BILL 0.00
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Bank Account Statement
Wells Fargo Bank, N.A.
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Statement Period
03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS Account Number
9700 STOCKDALE HWY 1AB84780
Account Value Summary uso This summary does ot reflect the
value ol unpriced securllies,
Amount Lasl Amount This % Repurchase agreements are reflected
Slalement Period Statement Period Portfolio al par value.
Cash $ 0.00 0.00 0%
Money Market Mutual Funds 19,367,517.17 356,331,587.28 27%
Bonds 113,382,703.93 93,567,238.85 73%
Stocks 0.00 0.00 0%

Total Account Value $ 132,750,221.10

Value Change Since Last Statement Period
Percent Decrease Since Last Statement Period

Value Last Year-End
Percent Increase Since Last Year-End

Income Summary usp

§ 128,898,826.13 100%
$ (3,851,394.97)

3%
$ 106,942,632.68

Interest $
Dividends/Capital Gains

Money Market Mutual Funds Dividends

Other

21%
=
This Period Year-To-Date
59,622.76 $ 419,618.26
0.00 0.00
34,294.65 97,688.48
0.00 0.00

Income Total $

93,1741 § 517,306.74

Money Market Mutual Funds Summary usp

Description

Amount

Opening Balance
Deposits and Other Additions
Distributions and Other Subtractions
Dividends Reinvested
Change in Value

Closing Balance

$ 19,367,517.17
115,797,511.53
(99,867,736.07)
34,294.65

0.00

$ 35,331,587.28

Safekeeping
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Important Information

This is provided lo of Wells Fargo ilies, LLC
("WFS"), broker dealer 0250. Statements are provided monihly for
accoun!s with transactions and/or security posilions. The account
slatemenl conlains a lisl of securilies held in safekeeping by WFS as of
Ihe stalement dale and provides delails ol purchase and sale
Iransaclions, the receipt and disbursemenl of cash and securilies, and
olher aclivities relating to the accounlt during the slatemenl period,

For WFS cuslomers who choose 1o maintain a salekeeping account at
Wells Fargo Bark, N.A, ("Bank"), this statemenl is accompanled by a
separate Bank The Bank

if applicable, contains a list of securities held in salekesping by the Bank
as of |he slatement dale.

Pricing: Security and brokered certilicate of deposit ("CD") prices shown
on the statemenl ars obtained from independent vendors or internal
pricing models. While we believe the prices are reliable, we cannot
guarantee their accuracy. For exchange-listed securilies, the price
provided is the closing price at monlh end. For unlisted securities, it is the
"bid" price al month end. The price of CDs Ihat malure in one year or less
are shown at last price lraded. The price of CDs thal malure in greater
than one year and of other instruments that Irade infrequently are
eslimated using similar securities for which prices are available, Prices on
Ihe slatement may nol necessarily be obtained when the asset is sold.

Brokared CD Prieing: Like bonda, brokered Cs are subject to price
Nuatuaticn and the value of a GO, If sold prior to maturity, may be less
than ot the time of its purchase. Significant loss of principal could result,
Whilo WFS generally makes a markel in CDs it underwrites, the
secondary market for CDs that il does nol underwrite may be very limited.
In those cases, WFS will use its best efforts to help inveslors find a buyer.

SIPC: WFS is a member of lhe Securilies Invaslov Protection Corporation
("SIPC"). In the event of ir or ol WFS, held
in safekeeping at WFS are covered by SIPC againsl the loss, bul not
investment risk, up to a maximum of $500,000 per customer, which
includes a $250,000 limit on claims for cash held in the account, sipc
protection doas nol provide any pi against i

Free Credit Balances: Any customer free credil balances may be used in the
business of WFS subject lo limitalion ol 17 CFR Sectlion 240 § 15¢{3)-3 under
the Securilies Exchange Act of 1934, In lhe course of normal business
operalions, & customer has the right to receive delivery of the lollowing: any
free credil balances lo which he or she is entilled, any lully paid securilies to
which he or she is entitled, and any securilies purchased on margin upon full
paymenl of indebledness lo WFS,

Equity Order Rouling: WFS will generally roule equily and lisled options
orders taking into consideralion among other factors, the quality and speed of
execution, as well as the credits, cash or olher payments it may receive from
any exchange, broker-dealer or market center. This may not be true if a
customer has directed or placed limits on any orders. Whenever possible,
WFS will roule orders in an allempt lo oblain execulions al prices equal or
superior o lhe nationally displayed bes| bid or offer. WFS will also allempt to
oblain lhe best exsculion regardless of any compensation it may receive. The
nature and source of credils and payments WFS receives in connection with
specilic orders will be furnished to a customer upon request. WFS prepares
quarlerly reports describing its order rouling practices for non-direcled orders
rouled lo a pamcular venue for execuuon. A prmled copy of this reporl along
wilh olher an is available upon wrillen
request or by visiling: https: llww ilies/regulatory.

Equity Exiended Hours TradIng: See important informalion relating to
equities Irading belore and alter regular trading hours al:

www.wellsfargo.com/com/securilies/regulatory.

Equity Open Orders: Open orders will remain in effect unlil executed or
canceled by you, Failure to cancel an open order may resull in lhe transaction
being executed for your account, WFS has no responsibllity to cancel an open
order al ils own initiative.

Dividend Reinvesiment: In any dividend reinvesiment transaction, WFS
acled as agent, Additional information regarding transactions of this nature will
be furnished lo a customer upon written request.
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Mutual Funds: The distribulor of Wells Fargo Funds is affiliated with
WFSMWells Fargo Securities, LLC.

Institulional Prime and inslitulional Tax Exempt money market mutual
funds are raquirted to price and Iransact al a net asset value ("NAV") per
share thal fhecluates basnd upen Ihe pricing of the underlying portfolio of
securities find this roquirement may impact the value of those fund
shares, Addil ional Prime and fonal Tax Exempt
lunds may be suh]ect to redemplion fees and/or gates that can aﬁecl lhe
availability of funds invested,

Mutual funds are sold by prospectus, which includes more complele
information on risks, charges, expenses and other matters of interest,
Investors should read the prospeclus carefully before investing,

Financial Statements: WFS financial statements are available upon
requesl,

Trade C: and sales are subject to
tha tarms ancd unmfhnnl stated on the Irade conlirmation relating to that
Iransaclion. In the event ol a conflicl between Ihe Irade confirmation and
Ihis statemenl, lhe trade conlirmation will govern.

Listed Oplions: Commissions and olher charges relaled lo the
execution of listed oplion Iransactions have been included in
confirmalions of such transactions that have been previously furnished
and are available upon requesl, Promplly advise your WFS sales
represenlalive of any malerial change in your investmenl objeclives or
financial situation.

Customer C and Reporling D
reporling i
promplly reported in wriling 1o:

Customer
or discrepancies should be

Customer Service

90 Soulh 7th Street

5lh Floor, MAC N9305-05F
Minneapolis, MN £5402

Account Transfers: A fee will ba charged to their
exisling WFS account to anolher broker/dealer or any olher financial
institution.

Non-deposit il offered or sold by

risk, including the loss of principal on an invesiment. This coverage does
not apply lo securilies held in safekeeping by the Bank. Additional
information about SIPC, including a SIPC brochure, may be obiained by
visiting www.sipe.org or by calling SIPC at 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of the Financial
Induslry Regulatory Authority {FINRA), Under its BrokerCheck program,
RA provides certain 1 ragarding the disciplinary hislory of
and thair porsons. can be obtained
trom the FINRA BrokerCheck program hotline number (1-800-289-9999)
or the FINRA websile (wwhw, ﬂnmag . A brochure describing the FINRA
BrokerCheck program ad upon wrillen request.
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mutual llmda are not federally Insured or guaranteed by
or ohllgal|ons of the Federal Deposit Insurance Corporallon (“FDIC")
the Federal Reserve System or any o!her agency; are not bank

go.com

Customers may also report i ies or

by calling 1-800-645-3751 option 5. International callers should call
1-877-856-8878. To lurlher protecl heir righls, including rights under the
Securities Inveslor Proteclion Act, customers should also re<confirm in
wriling lo lhe above address any oral communicalions wilh WFS relaling
to the i ies or dis

are not of, or in any way by any
bank or WFS; and are subject to nsk. including the posslble loss of

Wells Fargo Bank, N.A. Institulional Deposil: Funds invesled in the
Deposit are on deposit at Wells Fargo Bank, N.A. and

principal, lnat may cause the value of the )
return to fluctuate.

When the invesiment is sold, Ihe value may be higher or lower than the
amount originally Invested. WFS Is a subsidlary of Wells Fargo &
Company, is not a bank or thrift, and Is separate from any other
afflliated bank or thritt. WFS is a registered broker-deater and member
of FINRA. No affiliate of WFS |s responsible for the securities sold by
WFS.

balances are insured by the Federal Deposit Insurance Corporation
("FDIC") up fo the full amounl allowable by law. Institutional Deposit
balances are not insured by the Securilies Investor Pratection
Corporaltion {"SIPC"), For lurther details, see the Instilutional Deposil
Product Descriplion,



KERN HEALTH SYSTEMS
Account Number: 1AB84780

Portfolio Holdings Security positions held with Wells Fargo Bank N.A.
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Statement Ending:

Page 3 of 6
March 31, 2018

Current Par/ Market Market Original Par

Security ID Description Maturity Date Coupon Original Par Price* Value Pledgsd** Callable
Bonds usD
181216BA7 COCA-COLA CO/THE 04/0118 1.150% 5,480,000.000 100.0000 5,480,000.00 N
38141GFM1  GOLDMAN SACHS GROUP INC 04/01/18 6.150% 1,000,000.000 100.0000 1,000,000.00 N
585055BA3 MEDTRONIC INC 04/01/18 1.375% 1,500,000.000 100.0000 1,500,000.00 N
36962G6W9 GENERAL ELECTRIC CO 04/02/18 1.625% 3,000,000.000 100.0000 3,000,000.00 N
912796NY1  UNITED STATES TREASURY BILL 04/05/18 0.000% 10,000,000.000 99.9865 9,998,645.10
89236TCX1 TOYOTA MOTOR CREDIT CORP 04/06/18 1.200% 3,000,000.000 99.9879 2,999,637.57 N
912796PA1  UNITED STATES TREASURY BILL 04/12/18 0.000% 20,000,000.000 99.9546 19,990,911.40
14912L3U3 CATERPILLAR FINANCIAL SE 04/15/18 5.450% 2,210,000.000 100.0975 2,212,154.46 N
94974BFK1  WELLS FARGO & COMPANY 04/23/18 2.374% 4,010,000.000 100.0111 4,010,443.67 N
59018YN64 BANK OF AMERICA CORP 04/25/18 6.875% 1,535,000.000 100.2592 1,538,978.31 N
45113VE89  1BM CREDIT LLC 4(2) DISCOUNTED 05/08/18 0.000% 4,000,000.000 99.7870 3,991,480.00

COMMERCIAL PAPER
46625HJL5 JPMORGAN CHASE & CO 05/15/18 1.625% 1,375,000.000 99.8968 1,373,580.95 N
49327M2L7 KEY BANK NA 06/01/18 2.526% 2,000,000.000 100.0345 2,000,689.62 N
717081DW0 PFIZER INC 06/01/18 1.200% 1,000,000.000 99.8625 998,6265.10 N
02587DYK8 AMERICAN EXPRESS CENTURION BK 06/04/18 1.450% 250,000.000 99.9824 249,956.00

INTEREST BEARING CERTIFICATE

OF DEPOSIT
05580ADH4 BMW BANK NORTH AMERICA 06/11/18 1.400% 250,000.000 99.9702 249,925.50

INTEREST BEARING CERTIFICATE

OF DEPOSIT
17275RAY8 CISCO SYSTEMS INC 06/15/18 2.435% 1,000,000.000 100.0402 1,000,402.40 N
738798BG1 POWAY CA REDEV AGY SUCCESSOR A 06/15/18 1.780% 1,000,000.000 99.9530 999,530.00 N

TXBL-REF-PAGUAY REDEV PROJ-SER
14912L6L0 CATERPILLAR FINANCIAL SE 06/16/18 1.700% 2,000,000.000 99.8674 1,997,348.24 N
912796PM5  UNITED STATES TREASURY BILL 06/28/18 0.000% 20,000,000.000 99.5934 19,918,679.20
02006LSF1  ALLY BANK INTEREST BEARING 07/16/18 1.650% 250,000.000 99.9463 249,865.75

CERTIFICATE OF DEPOSIT
140420TH3  CAPITAL ONE BANK USA INTEREST 07/16/18 1.600% 250,000.000 99.9473 249,868.25

BEARING CERTIFICATE OF DEPOSIT
48126XAM7 JP MORGAN CHASE BANK INTEREST 08/16/18 1.100% 250,000.000 99.7057 249,264.25 Y

BEARING CERTIFICATE OF DEPOSIT
05581WJT3 BMO HARRIS BANK NA INTEREST 08/17/18 1.050% 250,000.000 99.6945 249,236.25

BEARING CERTIFICATE OF DEPOSIT

i

Safakeeping
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Page 4 of 6
State Ending: Mar
KERN HEALTH SYSTEMS ment Ending el 2112010
Account Number: 1AB84780
Portfolio Holdings (Continued) Security positions held with Wells Fargo Bank N.A.
Current Par / Market Market Original Par

Security ID Dasaription Malurity Date Coupon Original Par Price* Value Pl i Callable
Bonds UspD
T T T T e T —
254672F86 DISCOVER BANK INTEREST BEARING 08/17/18 1.000% 250,000.000 99.7216 249,304.00

CERTIFICATE OF DEPOSIT
02665WAC5 AMERICAN HONDA FINANCE 10/10/18 2.125% 1,300,000.000 99.6538 1,295,499.71 N
795450ZE8  SALLIE MAE BK/SALT LKE 10/12/18 1.150% 250,000.000 99.5398 248,849.50

INTEREST BEARING CERTIFICATE

OF DEPOSIT
69353RET1 PNC BANK NA 11/05/18 1.800% 1,000,000.000 99,5646 995,646.28 W
89236TCU7 TOYOTA MOTOR CREDIT CORP 02/19/19 1.700% 1,000,000.000 99.2835 992,835.18 N
13063CKL3 CALIEggEIIA ST TXBL-VARIOUS 05/01/19 2.250% 1,310,000.000 100.0090 1,310,117.90 N

PUR
94988J5D5 WELLS FARGO BANK NA 05/24/19 1.750% 1.000,000.000 98.8660 988,659.50 N
02665WBEQ AMERICAN HONDA FINANCE 07/12/19 1.200% 1,000,000.000 98.1836 981,836.26 N
58768BMAC5 MBALT 2016-B A3 08/15/19 1.350% 1,000,000.000 99.5269 995,268.50 N

93,720,000.000 93,567,238.85 0.00
“See important information regarding security pricing on Page 2.
**Total amount that is pledged to or held for another party or parties. Refer to the Pledge Detail Report for more information.
Daily Account Activity
Your ir trar ions during this 1eni period.
Selliement /

Transaction/ Effective Principal Income Debil / Credit
Trade Dale  Dale Activity Security ID__Description Par/ Quanlity Price Amount Amount Amount
Transaction Activity usD
03/02/18  03/02/18  Security Receipt 89236TCX1  TOYOTA MOTOR CREDIT CORP 1,000,000.00 0,00 0.00 0.00
03/06/18  03/06/18  Securily Receipt 69353RET1  PNG BANK NA 1,000,000.00 0.00 0.00 0.00
03/14/18  03/14118  Security Receipt 45113VEB9  IBM CREDIT LLC 4(2) DISCOUNTED 4,000,000.00 0,00 0.00 0.00
03/15/18  03/15/18  Raceived 912796PA1  UNITED STATES TREASURY BILL 10,000,000.00 0.00 0.00 0.00
03/22/18  03/22/18  Securily Receipt 49327M2L7  KEY BANK NA 2,000,000.00 0.00 0.00 0.00
03/27/18  03/27/18  Receive 912796NY1  UNITED STATES TREASURY BILL 10,000,000.00 0.00 0.00 0.00
03/27/18 __ 03/27/18__ Faceiva 912796PA1__ UNITED STATES TREASURY BILL 10.000,000.00 0.00 0.00 0.00
Income / Payment Activity usp
03/01/18  03/01/18  Matured 912796LN7  UNITED STATES TREASURY BILL 10,000,000,00 10,000,000.00
03/06/18  03/06/18  Matured 06406HCK3  BANK OF NEW YORK MELLON 1,250,000,00 1,250,000.00
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Daily Account Activity (Continued)
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Statement Ending:

Page 50f 6

March 31, 2018

Your investment transactions during this statement period.
Selllement /

Transaction/ Effeclive Principal Income Debit / Credit
Trade Date  Dalo Acivity Secunty [D__ Descriplion Par / Quantity Prico Amount Amount Amount
Income / Payment Activity usp
03/06/18 03/06/18  Interest 06406HCK3 BANK OF NEW YORK MELLON 6,089.03 6,089.03
03/06/18  03/06/18  Malured 30231GAL6  EXXON MOBIL CORPORATION 2,500,000.00 2,500,000.00
03/06/18 03/06/18  Interest 30231GAL6  EXXON MOBIL CORPORATION 16,312,50 16,312,50
03/08/18 03/08/18  Matured 912796NU9  UNITED STATES TREASURY BILL 10,000,000.00 10,000,000,00
03/12/18 03/12/18  Interest Aeversal 24422ESB6  JOHN DEERE CAPITAL CORP (6,500.00) (6,500.00)
03/12/18 03/12/18  Matured 24422ESB6  JOHN DEERE CAP|TAL CORP 1,000,000.00 1,000,000.00
03/12/18 03/12/18  Interest 24422ESB6  JOHN DEERE CAPITAL CORP 6,500.00 6,500.00
03/12/18 03/12/18  Interest 24422ESB6  JOHN DEERE CAPITAL CORP 6,500.00 6,500.00
03/15/18  03/15/18  Interest 17275RAY8  CISCO SYSTEMS INC 4,746.23 4,746.23
03/15/18 03/15/18  Matured 685055BQ8 MEDTRONIC INC 1,100,000.00 1,100,000.00
03/15/18 03/15/18  Interest 585055BQ8 MEDTRONIC INC 8,250.00 8,250.00
03/15/18 03/15/18  Interest 68768MAC5 MBALT 2016-B A3 1,125.00 1,125.00
03/26/18  03/26/18  Matured 06050TLY6  BANK OF AMERICA NA 2,000,000.00 2,000,000.00
03/26/18 03/26/18  Interest 08050TLY6  BANK OF AMERICA NA 16,500.00 16,500.00
03/29/18 03/29/18  Matured 912796LS6  UNITED STATES TREASURY BILL 30,000,000.00 30,000,000.00
Cash Activity usp
Transaclion/ Selllement / Debit Amount/  Credit Amounl /
Trade Date  Ef. Date  Astivity Deseription Disbursements Hecelpts
03/01/18 03/01/18  ACH/DDA Transaclion DESIGNATED DDA 10,000,000.00
03/02/18 03/02/186  Journal AUTO SK SETTLEMENT 1,004,386.67
03/06/18 03/06/18  Journal AUTO SK SETTLEMENT 1,004,390.00
03/06/18 08/06/18  ACH/DDA Transaction DESIGNATED DDA 15,000,000.00
09/08/18 03/08/18  ACH/DDA Transaction DESIGNATED DDA 3,000,000.00
03/13/18 03/13/18  ACH/DDA Transaction DESIGNATED DDA 10,000,000.00
03/14/18 03/14/18  Journal AUTO SK SETTLEMENT 3,989,305,56
03/14/18 03/14/18  ACH/DDA Transaclion DESIGNATED DDA 60,000,000.00
03/15/18 03/15/18  Journal AUTO SK SETTLEMENT 9,987,788.89
03/20/18 03/20/18  ACH/DDA Transaclion DESIGNATED DDA 10,000,000.00
03/22/18 03/22/18  Journal AUTO SK SETTLEMENT 2,004,987.29
03/27/18 03/27118  Joumal AUTO SK SETTLEMENT 9,996,000.00
03/27/18 03/2718  Journal AUTO SK SETTLEMENT 9,992,888.89
03/27/18 03/27/18  ACH/DDA Transaclion DESIGNATED DDA 11,000,000.00
03/26/18 02/28/18  ACH/DDA Transaction DESIGNATED DDA 5,000,000.00

szer Safekeeping
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Money Market Fund Activity

Statement Ending:

Page 6 of 6
March 31, 2018

Morgan Stan TreasSvc 8314 Dividend earned 7 day* 30 day*
“As of March 31, 2018 this period simple yield simple yield
usD 34,294.65 1.510% 1.370%
Transaction
Date Activity Shares Prica Market Value ($) Dividend Amount Share Balance
Beginning Balance 1.0000 19,367,517.17 19,367,517.17
03/01/18 Purchase 10,000,000.00 10,000,000.00 29,367,517.17
03/01/18 Redemption {10,000,000.00) (10,000,000.00) 19,367,517.17
038/02/18 Redemption (1,004,386.67) (1.004,386.67) 18,363,130,50
03/06/18 Purchase 2,768,011.53 2,768,011.53 21,131,142.03
03/06/18 Redemption (15,000,000.00) (15,000,000.00) 6,131,142.03
03/08/18 Purchase 10,000,000.00 10,000,000.00 16,131,142.03
03/08/18 Redemption (3,000,000.00) (3,000,000.00) 13,131,142.03
03/12/18 Purchase 1,013,000.00 1,013,000.00 14,144,142.03
0312/18 Redemption (6,500.00) (6,500.00) 14,137,642.03
03/13/18 Redemption (10,000,000.00) (10,000,000.00) 4,137,642.03
03/14/18 Purchase 60,000,000.00 60,000,000.00 64,137,642.03
03/14/18 Redemption (3,989,305.56) (3.989,305.56) 60,148,336.47
03/15/18 Redemption (B,873,667.66) (8,873,667.66) 51,274,668.81
03/20/18 Redemption (10,000,000.00) (10,000,000.00) 41,274,668.81
03/22/18 Redemption {2.004,987.29) (2,004,987.29) 38,269,681.52
03/26/18 Purchase 2,000,000.00 2,000,000.00 41,269,681.52
03/26/18 Purchase 16,500.00 16,500.00 41,286,181.52
03/27/18 Redemption {11,000,000.00) (11,000,000.00) 30,286,181.52
03/27/18 Redemption (9,892,888.89) (9.992,888.88) 20,293,292.63
03/27/18 Redemption (9,998,000.00) (9,996,000.00) 10,297,292.63
03/28/18 Redemption (5,000,000.00) (5.000,000.00) 5,297 202.63
03/29/18 Purchase 30,000,000.00 30,000,000.00 35,297,292.63
03/29/18 Reinvest 34,294.65 34,294,685 35,331,587.28
Ending Balance 1.0000 35,331,587.28 35,331,587.28
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KERN HEALTH
SYSTEMS

TO: KHS Finance Committee
FROM: Anita Martin, Director of Human Resources

Date: June 8, 2018

SUBJECT: Employee Benefits Renewal 2018/2019

Background

Kern Health Systems (“KHS”) annually reviews and evaluates the employee benefit package.
During the evaluation period factors taken into consideration are the improvements of benefits,
cost of premium, feasibility of continuation of current plan(s), comprehensive administrative
services provided by the carrier(s), plan documents, summary plan descriptions and the
employee communication process i.e. clearly written program material including comprehensive
summary of benefits, etc.

Of the 6 benefit categories (Health, Vision, Dental, Life, Short and Long Term Disability and
Long Term Care, we were able to secure a reasonable overall annual increase of 4.3% or
$239,215. We are proposing a renewal with Kaiser Permanente HMO and Guardian with no
benefit changes.

For the 2018/2019 renewal of employee benefits, management is proposing the following:

Maintain the current Employee Medical Insurance with Kaiser Permanente. For the current
renewal period, Kaiser Permanente initially requested an increase of 7.3% primarily due to trying
to recoup their prior years of unfavorable claims experience with KHS. The Medical Loss Ratio
during this renewal cycle was 86%. Our insurance broker was able to reduce this increase to
4.3%, which is less than our 2018 budgeted increase of 10%. Based on current staffing levels, the
monthly premium will be $422,508 or $5,070,096 annually. This equates to an annual increase
of approximately $209,254.

The Kaiser executive team and the KHS executive team along with the KHS HR Department and
our broker from INSURICA came together after last year’s renewal to review the KHS claims
history and the patterns associated with the utilization. KHS was seeking this information to
address specific costs drivers and hopefully avoid another large increase during the next renewal
period. Kaiser shared their Value Summary Report as well as their Prevention and Lifestyle
report specific to KHS. Kaiser’s main recommendation was for KHS to focus on an employee
wellness program so that KHS employees are kept informed about their health matters, to
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explore ways for employees to eat healthier and to improve their overall level of physical fitness.
To aid in this effort, KHS has decided to partner with Advanced Care Wellness. The new
wellness initiative is set to kick off at the 2018 open enroliment.

Maintain the current Guardian Vision plan. The monthly cost if enroliment stays at the
current level will be $4,872 per month or $58,464 annually. This equates to $0 annual
increase.

Maintain the current Guardian Dental plan. For the current renewal period, Guardian
initially requested an increase of 8.8% primarily due to higher than expected utilization.
Our insurance broker was able to reduce this increase to 4.8%, which is less than our
2018 budgeted increase of 10%. Based on renewal date staffing levels, the monthly
premium will be $31,391 or $376,699 annually. This equates to an annual increase of
approximately $17,342.

Maintain the current Guardian Basic Life Insurance plan. For the current renewal period,
Guardian initially requested an increase of 8.3%. Our insurance broker was able to
reduce this increase to 0%. The monthly premium based on the renewal date staffing
levels is $3,489 or $41,879 annually.

Maintain the current Guardian Short-term Disability (“STD”) and Long Term Disability
(“LTD”) plans. Guardian requested a 30% increase on the LTD. Our insurance broker
was able to negotiate a reduced increase to 17%. The current monthly premium based on
renewal date staffing levels for both STD and LTD combined is $16,482 or $197,784
annually. We were given a rate pass or 0% rate increase on the STD.

Maintain current Long-term Care Policy with Unum. The current monthly premium
based on current staffing levels is $2,903 or $34,836 annually. This policy had no change
in premium for the 2018/2019 renewal period.

Representatives from Walter Mortensen Insurance/INSURICA will be present to answer
questions relating to all of the employee benefit renewals.

Requested Action

Approve the renewal and binding of employee benefit plans for medical, vision, dental, life
insurance, short-term and long-term disability and long-term care and to refer to the KHS Board
of Directors.
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 8, 2018

Re:  Analysis of Insurance Renewals

Background
KHS carries and seeks to renew and bind the following insurance coverages:

e Crime
e Property
o Liability

o EXxcess Liability

o Workers’ Compensation

e Fiduciary Liability

e Excess Cyber

e Managed Care Errors and Omissions Liability Insurance
e Earthquake Insurance

¢ Flood Insurance

KHS utilizes Alliant Insurance Services (“Alliant”) as its insurance agent to access the insurance
carrier market and perform the day to day servicing of the account. Alliant has provided early
indications for the expiring coverage. It is recommended that Kern Health Systems renew
expiring coverages.

e Crime Insurance
Management recommends a renewal of the crime insurance policy. Carrying crime
insurance is a DMHC requirement. This is the second year renewal of the two year policy
term.
¢ National Union Fire Insurance Company of Pittsburgh, PA (AIG)
e Rating: Carrier has an excellent A XV rating from AM Best
e Term: July 1, 2017 through June 30, 2019
e Coverage: This policy insures against employee theft, forgery, robbery and
safe burglary, and computer fraud. KHS Employee benefits plans are also
covered for theft of funds.
e Limit per Occurrence: $10,000,000
e Deductible: $2,500
e Annual Premium: $9,355. Prior year premium was $9,355.

No claims were filed last year.
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Property and Liability Insurance

Management recommends renewing participation in the property and liability program
offered by the Joint Powers Authority, Special District Risk Management (SDRMA). This
agency was formed in 1986 to offer risk sharing and risk financing for California public
agencies. KHS has $19.7 million of property plant and equipment along with the Builders
Risk coverage insuring the Buck Owens construction with an estimated value of $24,796,531
and includes Business Interruption and Automobile Physical Damage coverage. Primary
Cyber Coverage is included at a limit of $2 million that insures against the damages that
occur related to computer system breaches and Pollution coverage is included with a limit of
$2 million that insures against environmental hazards.

e Rating: SDRMA confidence level rating of 95%
e Term: July 1, 2018 through June 30, 2019

e Property Coverage: This policy insures against losses from property
damage

e Limit per Occurrence: $1,000,000,000 repair or replacement cost
- Business Income - $100,000,000

e Deductible: $1,000 — Autos (Physical Damage $250/500)

e Liability Coverage: This policy insures against losses from General
Liability, Auto Liability, Public Officials Errors and Omissions and
Employment Related Practices Liability and Sexual Abuse or Molestation
Coverage.

e Limit of liability per occurrence or wrongful act $10,000,000 except
$5,000,000 for Sexual Abuse or Molestation Coverage.

e Deductibles: Various - $500 Property Damage and EPL (first $10,000
is paid by SDRMA — from $10,000 to $110,000 50% is paid by Kern
with a maximum of $50,000, other 50% is paid by SDRMA.).

Annual Estimated Premium$213,346. Last year’s premium $144,484
Premium increase of 48% is represented as follows:

Program Rate increase of 6% - $12,990

Property Increase due to addition of Buck Owens - $18,138

Liability Increase due to operating budget increase - $24,986
Liability Increase due to payroll increase - $ $12,748

No claims were filed last year.
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e Excess Liability
Management recommends renewing the excess liability program. The excess liability
provided additional limits over the liability program offered above with SDRMA.

Hallmark Specialty Insurance Company (1% $5m) and Great American
Assurance Company (2" $10m)

Rating: Carrier Hallmark Specialty Insurance Company has a A-
(Excellent) Financial Category: V11 ($100M to $250M) rating from AM
Best

Rating: Great American Assurance Company has a A+ (Superior)
Financial Category: XIV ($1.5B to $2B) rating from AM Best

Term: July 1, 2018 through June 30, 2019

Liability Coverage: This policy insures against losses from General
Liability, Auto Liability, Public Officials Errors and Omissions and
Employment Related Practices Liability.

Limit of liability per occurrence or wrongful act $15,000,000

Deductibles: None, excess of primary limits of $10,000,000 for a total of liability
limits of $25,000,000

Annual Estimated Premium $92,000. Last year’s premium $92,000.

No claims were filed last year.

o Workers’ Compensation Insurance
Management recommends replacing the Special District Risk Management Authority
with Berkshire (Cypress Insurance Company) for an estimated savings of
$47,000. Alliant marketed the coverage extensively and the best quote was received
from Berkshire.

Cypress Insurance Company

Rating: Carrier has a superior A++ XV rating from AM Best

Term: July 1, 2018 through June 30, 2019

Coverage: This policy insures against losses from work related injuries and
the employer’s liability to employees.

Coverage is mandated by the state.

Limit per Occurrence: Statutory for Workers” Compensation and
$1,000,000 for Employer’s Liability

Deductible: N/A

The annual premium is a function of KHS’ annual estimated payroll

of $26,232,965 which is a 14% increase year over the prior

period.

Since 2010, KHS has filed 52 workers’ compensation claims with estimated
losses of $618,614. Three year loss ratio is 111%

Annual Estimated Premium: 236,986. Prior year estimated premium was
$172,604
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Premium increase of 37% is represented as follows:
Payroll increase - $33,178
Increase due to experience and increased rates - $31,204

Fiduciary Liability Insurance
Management recommends renewing coverage for Fiduciary liability covering
administrative errors and omissions claims, breach of duty claims and defense for
employee benefit claims, such as failure to timely distribute assets, failure to choose/offer
prudent investments, failure to monitor investments, breach of responsibilities and
negligence in the administration of a plan.
e Hudson Insurance Company
e Rating: Carrier has an excellent A XV rating from AM Best
e Term: August 1, 2018 through August 1, 2019
e Limit per occurrence: $2,000,000
e Aggregate: $2,000,000
¢ Self-Insured Retention: $0 Non-indemnifiable losses $25,000 All other losses
e Annual Premium $4,384. Last year’s premium was $3,348.

Premium increase of 30% is due to increasing the limits from $1,000,000 to $2,000,000.

Management recommends the increase due to the size of plan assets.

No claims were filed last year.

Excess Cyber Liability Insurance
Management recommends renewing coverage for Excess Cyber liability. Included in the
SDRMA placement is the limit of $2,000,000 per incident and in the aggregate. This
excess coverage provides KHS with an additional $3,000,000 in coverage.

e AXIS Insurance Company

e Rating: Carrier has an excellent A+ XV rating from AM Best

e Term: July 1, 2018 through June 30, 2019

e Limit per incident: $3,000,000

e Aggregate: $3,000,000

e Self-Insured Retention: Primary coverage within the SDRMA Program

e Annual Premium: $2,784. Last year’s premium was $2,784.

No claims were filed last year.

Managed Care Errors and Omissions Liability Insurance
Management recommends renewing the coverage for professional liability covering Kern
Health Systems operations for an act, error or omission in the performance of any health
care or managed care financial, management or insurance services performed; the design,
development and marketing of such service; vicarious liability for the conduct of others
performing any such service on our behalf.

e Lexington Insurance Company

e Rating: Carrier has an excellent A XV rating from AM Best
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Term: July 1, 2018 through June 30, 2019

Limit per occurrence: $1,000,000

Aggregate: $3,000,000

Self-Insured Retention:$100,000 each claim

Annual Premium: $46,440. Last year’s premium was $56,830

No claims were filed last year.

e Earthquake Insurance
Management recommends renewing the Earthquake insurance coverage.

Everest Indemnity Insurance Company

Rating: Carrier has excellent A XV rating from AM Best

Term: July 1, 2018 through June 30, 2019

Limit per occurrence: $5,000,000

Aggregate: $5,000,000

Deductible:5% Per unit (unit is defined as replacement cost of the
covered Property — Building, Contents and Business Income
separately), subject to a minimum of $25,000

Annual Premium: $10,774. Last year’s premium was $11,558.

No claims were filed last year

e Flood Insurance
Management recommends renewing the Flood Insurance coverage.

Hartford Ins. Company of the Midwest

Rating: Carrier has a superior A+ XV rating from AM Best
Term: July 1, 2018 through June 30, 2019

9700 Stockdale Hwy — Building and Contents

$500,000 Building (maximum limit available)

$500,000 Contents (maximum limit available)

$1,250.00 Deductible on both Building & Contents

Annual Premium: $3,323. Last year’s premium was $3,323.

No claims were filed last year.

Representatives from Alliant will be present to answer questions relating to the insurance

renewals.

Requested Action

Approve; Refer to KHS Board of Directors.
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KERN HEALTH
SYSTEMS

To:  KHS Finance Committee
From: Alan Avery, COO
Date: June 8, 2018

Re:  Renewal of Stria Agreement for Claims Mailroom and OCR Services

Background

In 2013, KHS contracted with Stria to supplement KHS claims mailroom services, perform
scanning and optical character recognition (OCR) activities, and develop electronic image and
data file exchange. During the term of the agreement, KHS asked Stria to store and scan claims
disputes and member grievance and appeals. We have been very satisfied with Stria’s
performance of all services and their willingness to take on new KHS administrative projects.
However, given the length of the agreement and changes in this industry, we issued an RFP for
the services currently being provided by Stria.

Only two vendors responded to our RFP-Stria and Smartdata Solutions. The responses from
both vendors were very similar except in the areas of on-site mail room management, location
where the majority of the work would be performed and local storage of claims disputes and
member grievance and appeals. KHS was concerned with the majority of the SmartData
Solutions work would be performed off-shore. In addition, SmartData did not have a solution
for our need for an on-site mailroom. They also did not have a solution for housing our claims
disputes and member grievance and appeals.

Management recommends renewing the agreement with Stria for an additional three years for a

total costs of $1,137,513.02. | will provide greater detail of the services provided by Stria and
Managements recommendation.

Requested Action

Recommend to the Board of Directors to authorize the CEO to sign the Stria renewal agreement
for an amount not to exceed $1,137,513.02.
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Kern Health Systems

Claims Mailroom
&
Optical Character Recognition (OCR)
RFP and Renewal
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Background

* In 2013, KHS entered into a 5 year arrangement with Stria to
provide Claim Mailroom processing and OCR activities.

* KHS has been very satisfied with Stria’s performance.
« The current services provided by Stria are Onsite mailroom services
Scanning and OCR activities, Image and Data file return, Onsite

Scanning of Disputes, 6 month storage of hard copy disputes,
Grievance and Appeal Scanning, Storage and retrieval for 2 years.

« Annual Claims volume = 380,000 paper claims. 14% of total claims
submissions

« Conducted RFP.

» Two Responses to RFP were received: Stria and Smartdata
Solutions.

* Responses were reviewed and recommendation made based on
meeting the following KHS service requirements:

KERN HEALTH
SYSTEMS

kernhealthsystems.com

53/160



KHS Finance Committee Meeting, June 8, 2018

Claims Mailroom/OCR Selection Grid
| Service | SmartDataSolutions (scored20) | Stria (scored30) |

Mailroom Functions Mail received locally, forward to off All functions remain local in
site mailroom in Minnesota. 90% Bakersfield for easy access. No off
of OCR work off shore. Increase shore work. No additional KHS

KHS staffing by 2 FTEs. (Score=1) staffing needed. (Score=5)

Convert Paper claims into a digital Large insurance Company clients Proven track record with KHS gives
format, images and data (Score=4) a slight edge in scoring. (Score=5)
Manual handling and data entry Yes (Score=3) Yes (Score=3)

of non-OCR capable claims.

Meet time and date sensitive Yes (Score=4) Yes-Local access (Score=5)
deadlines

Ability to differentiate Disputes Yes (Score=4) Yes (Score=4)

from original claims

Local storage of hard copy No (Score=0) Yes (Score=4)
disputes 6 months, Grievance file
scanning, and retrieval 2 years.

COST $372,800.00 Yr 1 $368,020.00 Yr 1
$363,800.00 Yr 2 $379,060,60 Yr 2
$363,800.00 Yr 3 $390,432.42 Yr 3
$1,141,800.00 Total $1,137,513.02 Total
(Score=4) (Score=4)
KERN HEAIL'TH
SYSTEMS

kernhealthsystems.com
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Summary

— Stria has 5 year proven performance record with KHS
— Stria met all the service requirements outlined in the RFP.

— Stria’s service model allowed KHS to reduce Claims
staffing by 3 FTEs during 2017 as Stria staffs the KHS
mailroom as part of their agreement. Moving to off-site
vendor would require additional staffing.

— Stria added Hard Copy Storage for Claims and the handling
of the Grievance and Appeals for Member Services.

— As a local vendor Stria allows greater accessibility and turn
around time.

— Therefore, based on the results of the rating by selection
workgroup, management recommends Stria remain as our
OCR vendor for the next three years.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Board Request

» Authorize the CEO to approve contract renewal with Stria in
the amount not to exceed $1,137,513 in operating expenses for
claims mailroom and OCR services.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Proposed administrative contract over $100,000, June 14, 2018.

1. Operational Agreement with Stria, LLC.

a.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign
Contact

Robin Dow-Morales; Director of Claims
Background

In 2007, KHS acquired an Optical Character Recognition (OCR) solution to
scan and process paper claims. KHS receives approximately 12% of its total
claim volume (360,000 claims per year resulting in 1.1M images) on paper and
utilizes the OCR process to convert the paper forms into an electronic format.
Electronically converted claims eliminate the need for manual data entry into
KHS’ claims processing and payment system. After thorough analysis,
efficiencies were found to exist by outsourcing KHS’ internal scanning and
OCR solution. In 2013, KHS performed an RFP process and selected Stria, LLC
as the preferred organization to provide an outsourced OCR solution.
Discussion

In June 2013, KHS entered into a five year agreement with Stria, LLC a local
company, to provide Optical Character Recognition services for the paper
medical claims as well as Mail Room functions. In December 2017, KHS
performed an RFP process for which we received two responses: Stria, LLC and
Smartdata Solutions. After reviewing and evaluating both proposals, a decision
was made to continue services with Stria, LLC.
Fiscal Impact
Not to exceed $1,137,513.02 per three years.

Risk Assessment

Claims volume continue to grow, not outsourcing these services will require
KHS to hire additional staffing and purchase software and hardware. KHS staff

would have to manually enter all paper claims into QNXT for processing and
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payment which will require additional resources and risk due to
compliance and claim processing.

g. Attachments
An Agreement at a Glance form and bid matrix are attached.

h. Reviewed by Chief Compliance Officer and/or Legal Counsel

This contract is pending Legal review.
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B/ Contract
m | Purchase

KERN HEALTH
SYSTEMS

AGREEMENT AT A GLANCE

Department Name: Claims Department Head: Robin Dow-Morales
Contract Vendor: Stria, LL.C

Vendor contact Name & e-mail: Scott Garrison, sgarrison(@stria.com

What services will this vendor provide to KHS? Claims Mailroom functions onsite. OCR services. dispute

scanning, data storage and transfer, grievance and appeal scanning. storage and retrieval.

Description of Contract

Type of Agreement: Professional Services Background: In 2007, KHS acquired an Optical Character Recognition
(OCR) solution to scan and process paper claims. KHS receives

approximately 12% of its total claim volume (360.000 claims per year

resulting in 1.1M images) on paper and utilizes the OCR process to
convert the paper forms into an electronic format. Electronically

converted claims eliminate the need for manual data entry into KHS®

claims processing and payment system. After thorough analysis,
efficiencies were found to exist by outsourcing KHS’ internal scanning

and OCR solution. In 2013 KHS performed an RFP process and selected
Stria, LLC as the preferred organization to provide an outsourced OCR

solution.
DJ Establish a new 2BISEHICHL Previous Agreement No. __ or Amendment No.
[] Amendment Date Agreement Began

Brief Explanation Claims Mailroom functions onsite, OCR services
dispute scanning, data storage and transfer, grievance and appeal
scanning, storage and retrieval.

[ ] Continuation of an Existing Contract

[] Replacement

[[] Addendum
[[] Retroactive Agreement

Reason for delay in approval:
Retroactive Date

IZI Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-I, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (§100,000.00) but must be documented on the RFQ form (Attachment
A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand Dollars or
more if not budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00). Request for Proposal (RFP) shall be used
to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained and justified in
writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

Brief vendor selection justification: Completeness of required services, quality of product, locality of vendor, no additions
to staff required.
[] Sole source — no competitive process can be performed.

Brief reason for sole source:

[] Conflict of Interest Form is required for this Contract

Form updated 11/28/16
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HIPAA Business Associate Agreement is required for this Contract

Fiscal Impact
KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [ ] NO XIYES
Budgeted Cost Center 230 GL# 5490
Will this require additional funds? NO CJYES

Maximum cost of this agreement not to exceed: $1.137.513.02 per three years.

Notes: No implementation costs needed.

Contract Terms and Conditions

Effective date: 6/14/18 Termination date: 6/14/21

Explain extension provisions, termination conditions and required notice: Contract can be terminated given 30 days notice.

Approvals

Contract Owner: Purchasing:
Department Head Directgr of Précurement

SNE/NK
Date Date i
Reviewed as Lﬁt;izdget: Recow"e Committee:
Chief Financial Officer or Controller Committee Chairm

o)z 57 3'/7/ V

Date . Date '
Compliance Review: Legal Review:
Chief Compliance Officer Legal Counsel
Date Date

Chief Executive Officer Approval:

Chief Executive Officer

Date

Board of Directors approval is required on all contracts over $50,000 if not budgeted and $100,000 if budgeted.

KHS Board Chairman
Form updated 11/28/16
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KERN HEALTH
SYSTEMS

To:  KHS Finance Committee
From: Alan Avery, COO
Date: June 8, 2018

Re:  American Logistics Company (ALC) Administrative Contract

Background

With the passage of AB 2394 in 2017 by the California Legislature, which became effective on
July 1, 2017, KHS outsourced the administration of scheduling transportation with Board
approval to American Logistics Company. Transportation services were expanded significantly
by adding non-medical transportation as a benefit for all members to obtain covered Medi-Cal
services along with adding personal vehicle use and ambulatory vehicles. In addition, in October
2017, the State expanded transportation coverage to dental, mental health and other Medi-Cal
covered services not managed by KHS. We projected a 25% increase in the overall utilization of
transportation and increased administrative burden.

Since the implementation of the transportation benefit in July 2017, KHS has experienced
significant growth in the transportation benefit which has consumed the entire administrative
budget of $606,720 in the first nine months of the agreement. Additional funding of $3,710,556
is needed for the remainder of the ALC agreement in order to continue to provide transportation
administrative services. | will provide greater detail of the growth of the benefit along with the
early reports of the effectiveness of this benefit on medical trend during the presentation.

Requested Action

Recommend to the Board of Directors to authorize the CEO to sign the ALC amendment for an
amount not to exceed $3,710,556.00.
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Transportation Update

* Assembly Bill 2394 passed in 2017 to ensure sufficient transportation availability
so as not to impede service access due to transportation issues.

* April 13,2017 KHS Board approved managements recommendation to outsource
NEMT & NMT administration to ALC effective 4/1/17. Projected 25% increase
utilization. Two year ALC agreement = $606,720.

e July 1, 2017 Transportation became a benefit to cover any Medi-Cal approved
service for a beneficiary who does not have transportation.

* October 1, 2017 DHCS expanded transportation benefit to include transportation
to Medi-Cal benefits not managed by KHS.

* Asreported to the Board since 7/1/17 implementation, KHS experienced
significant growth in both the NEMT (Medical Vans) and NMT (Transit & LYFT)
surpassing our projected 25% annual increase.

* Due to this continued transportation ride growth (7,800 to 66,517 quarterly),

additional funding is required to provide continuous administrative services for
NEMT/NMT.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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KHS Transportation Update

Operational Statistics KHS Pre July RclectedisX Q317 Q417 Q12018

Experience

Growth of o . " .
Benefit Utilization Utilization | Utilization

Transportation Calls 2,181 2,726 14,057 29,338 31,752
One Way Rides Scheduled 7,800 9,750 17,443 43,273 66,517
No benefit 4,603 16,833 33,459
Bus Passes Distributed 1,037 3,821 5383
Lyft Rides Delivered 3,566 13,012 28,076
Lyft No Shows 583 1,838 3826
NEMT 7,800 9,750 12,840 26,440 33,058
Van Rides Scheduled 12,584 26,066 32,662
Gurney Rides Scheduled 256 374 396
Member Reimbursement No benefit 0 28 47

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Utilization & ALC Administrative Expense

Operational Statistics KHS Pre July RclectedisX Q317 Q417 Q12018

Experience

Growth of o . " .
Benefit Utilization Utilization | Utilization

ALC Calls 2,181 2,726 14,057 29,338 31,752

One Way Rides Scheduled 7,800 9,750 17,443 43,273 66,517
0 0 4,603 16,833 33,459
Bus Passes Distributed 1,037 3,821 5383
Lyft Rides Delivered 3,566 13,012 28,076
Lyft No Shows 583 1,838 3826
NEMT 7,800 9,750 12,840 26,440 33,058
Van Rides Scheduled 12,584 26,066 32,662
Gurney Rides Scheduled 256 374 396
Member Reimbursement 28 47
_ $75,840 $120,768 $287,530 $432,261
KERN HEALTH
SYSTEMS
kernhealthsystems.com 4
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B —

Even though the utilization surpassed the projected use of this new
benefit, early medical utilization indicators on the health status of those
who use the benefit are note worthy:

Medical Category Pre Transportation | Post Transportation | Change
(Utilization/1,000) | (Utilization/1,000) | Per 1,000

Inpatient 142.8 130.9 (12 days)

Other Medical 1,504.7 2,392.0 888

Other Professional 167.2 296.1 129

Outpatient 419.3 514.5 95

Pharmacy 250.6 354.2 103

Physician Services 1,781.0 2,186.5 405
KERN‘HEALTH

SYSTEMS

kernhealthsystems.com
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Better Care For KHS Members

 It’s difficult to put a financial impact to KHS and/or the health
care improvement to members because of this new benefit,
but in the first nine months of the implementation of the
transportation benefit, the members who used this benefit
experienced the following:

— 50 fewer hospital inpatient bed days
— 6,371 additional medical encounters
— 433 additional pharmacy prescriptions

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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R
Projected Additional Funding Need

* Transportation use began exceed projections with the administrative expense exceeding the
Board approved funding.

* Based on continued current utilization trend, we project the following to occur during the
remaining term of the ALC agreement:

Q3 Q4 Q1 Q2* Q3* Qa* Contract
2017 2017 2018 2018 2018 2018 Expense

Rides 17,443 43,273 66,517 86,472 112,413 146,137 189,979 662,234
ALC $120,768  $287,530  $432,261 $561,939 S$730,521 $949,677 $1,234,580 $4,317,276
Board $120,768  $408,298  $840,559 $606,720
Funding vs exceeded

Actual approved

($606,720) funding

Additional $3,710,556
Funding

Needed

‘ *Future Projections-rides and corresponding ALC administrative expense
KERN HEALTH

kernhealthsystems.com
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Mitigating the Financial Impact of Transportation
Costs Without Reducing Demand

* Reduce transportation program administrative costs thru
volume discount with vendor.

* Approve longer valid transportation vouchers (two weeks or
monthly) for riders using bus transit passes.

* Encourage riders historically using transit to return to using
bus transportation with longer valid transportation vouchers
as incentive.

* Increase in annual revenue for transportation from the State.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Board Request

e Authorize the CEO to approve contract amendment
with American Logistic Corporation (ALC) in the
amount not to exceed $3,710,556 in operating
expenses for the NEMT/NMT transportation benefit
until the end of the current provider agreement.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Proposed amendment to administrative contract over $100,000, June 14, 2018

1. Operational Agreement with ALC, LLC.

a.

C.

c.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign

Contact

Alan Avery; Chief Operations Officer

Background

With the passage of AB 2394 last year by the California Legislature effective
July 1, 2017, NEMT services have expanded significantly by adding non-
medical transportation (NMT) as a benefit for all members to obtain covered
Medi-Cal services. Non-medical transportation includes personal vehicle use
and ambulatory vehicles. During the last year, KHS has experienced a sizeable
increase in the overall utilization of the NMT and NEMT services.

d. Discussion

KHS released the NEMT Request for Proposal on December 12, 2016 to
outsource management of NEMT benefits to an experienced broker. KHS
received responses from two transportation brokers to provide NEMT services.
ALC was selected as a vendor due to their experience and is also currently
providing services to several Medi-Cal plans, such as IEHP, Cal-Optima and
Health Plan of San Mateo. They were also the lowest bidder, scored the highest
by the selection committee and had a successful site visit by KHS staff. This
contract allows KHS to continue contracting with our current NEMT providers
and enables KHS members to continue utilizing transportation providers they
are satisfied with to ensure continuity of care. It also allows us to offer
ambulatory transportation services and mileage reimbursement to KHS
members.

Fiscal Impact
Not to exceed $3,710,556.00 per current agreement.
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f. Risk Assessment
Due to transportation benefit expansion resulting from passage of AB 2394, this
benefit is leading to 50% quarterly increase in cost and utilization of the
expanded services. Based on our estimates, this amendment to the current
contract is projected will cost us an additional $3,710,556.00 per the remaining
of the contract. Bringing this service in house would require KHS to hire 10
additional FTEs, and to purchase additional software and hardware. Therefore
extending the current agreement is the preferred option.

g. Attachments
An Agreement at a Glance form and amendment are attached.

h. Reviewed by Chief Compliance Officer and/or [.egal Counsel

This contract is pending Legal review.
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J Contract
m  Purchase
KERN HEALTH
SYSTEMS

AGREEMENT AT A GLANCE

Department Name: Member Services Department Head: Nate Scott

Contract Vendor: American Logistics Company

Vendor contact Name & e-mail: Mike Dunne, MDunne(@alcsolutions.com

What services will this vendor provide to KHS? Administration of Non-Emergency Medical Transportation and

Non Medical Transportation member benefits.

Description of Contract
Type of Agreement: Professional Services —Background: With passage of AB 2394 on July 1. 2017, by the
California Legislature NEMT services have expanded significantly by

adding non-medical transportation (NMT) as a benefit for all members
to obtain covered Medi-Cal services. Non-medical transportation also
includes personal vehicle use and ambulatory vehicles.

L] Establish a new BeERe Previous Agreement No. _ or Amendment No.

X Amendment Date Agreement Began 4/17/17

Brief Explanation: KHS released the NEMT Request for Proposal
on December 12. 2016 to outsource management of NEMT
benefits to an experienced broker. KHS received responses from
two transportation brokers to provide NEMT services. ALC was
] Addendum selected as the vendor for these services.

[] Retroactive Agreement

[] Continuation of an Existing Contract

[] Replacement

Reason for delay in approval:
Retroactive Date

[] Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-1, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dollars or more if not budgeted ($50,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00). Request for Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not 10 exceed amount with “‘change orders” used to track any changes. )

Brief vendor selection justification:
Xl Sole source —

Brief reason for sole source: KHS is currently under contract with ALC.

[[] Conflict of Interest Form is required for this Contract

DX HIPAA Business Associate Agreement is required for this Contract

7 Fiscal Impact
KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [X] NO [JYES
Budgeted Cost Center 330 GL# 5207

Form updated 11/28/16
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Will this require additional funds?

XINO LJYES

Maximum cost of this agreement not to exceed: $3.710,556.00 per current term

Notes:

Caniue't 'lTerms and Conditions

Effective date: 6/14/18

Termination date: 4/17/19

Explain extension provisions, termination conditions and required notice: This contract can be terminated given a 30 day

notice.

_ , Approvals

Contract Owner: Purcha%

Department Head Director of Procurement
S/2) 13

Date Date 4

Reviewed as to Budget:

Ut L

Chief Financial Officer or Controller

olilig

Date

Compliance Review:

Chief Compliance Officer

Date

Recol@)’ @Tmmiﬁee:
=y

Committee Chainn(n

GlUE

Legal Review:

v

Date

Legal Counsel

Date

Chief Executive Officer Approval:

Chief Executive Officer

Date

Board of Directors approval is required on all contracts over $50,000 if not budgeted and $100,000 if budgeted.

KHS Board Chairman

Date

Form updated 11/28/16
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 8, 2018

Re: February 2018 Financial Results

The February results reflect a $111,050 Net Increase in Net Position which is a $589,728 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $.7 million unfavorable variance primarily due to:

A) $.6 million unfavorable variance relating to Family and Other primarily due to lower than
expected Maternity revenue.

2) Total Medical Costs reflect a $.8 million favorable variance primarily due to:

A) $.5 million favorable variance in Pharmacy primarily due to a lower volume of prescriptions
due to February being a short month ($.3 million) and lower than expected HEP-C
utilization ($.3 million).

The February Medical Loss Ratio is 94.4% which is slightly unfavorable to the 94.3% budgeted
amount. The February Administrative Expense Ratio is 5.4% which is favorable to the 5.9%
budgeted amount.

The results for the 2 months ended February 28, 2018 reflect a Net Increase in Net Position of $165,776.
This is a $1,157,320 favorable variance to budget and includes approximately $4.3 million of favorable
adjustments from the prior year. The year-to-date Medical Loss Ratio is 94.4% which is slightly
unfavorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is 5.5%
which is favorable to the 6.0% budgeted amount.
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Financial Packet
February 2018

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position

Statement of Revenue, Expenses, and Changes in Net Position
Statement of Revenue, Expenses, and Changes in Net Position - PMPM
Statement of Revenue, Expenses, and Changes in Net Position by Month
Statement of Revenue, Expenses, and Changes in Net Position by Month - PMPM
Schedule of Revenues

Schedule of Medical Costs

Schedule of Medical Costs - PMPM

Schedule of Medical Costs by Month

Schedule of Medical Costs by Month — PMPM

Schedule of Administrative Expenses by Department

Schedule of Administrative Expenses by Department by Month

KHS Group Health Plan — Healthy Families Line of Business

Comparative Statement of Net Position
Statement of Revenue, Expenses, and Changes in Net Position

KHS Administrative Analysis and Other Reporting

Monthly Member Count
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF FEBRUARY 28, 2018
ASSETS FEBRUARY 2018 | JANUARY 2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 84,538,046 | $ 109,292,478 | $  (24,754,432)
Short-Term Investments 184,558,206 139,521,110 45,037,096
Pass-through Monies Held for Future Payment 228,428 300,845 (72,417)
Premiums Receivable - Net 51,742,538 52,913,467 (1,170,929)
Interest Receivable 377,931 195,925 182,006
Other Receivables 756,618 1,556,497 (799,879)
Prepaid Expenses & Other Current Assets 1,034,673 1,122,379 (87,706)
Total Current Assets $ 323,236,440 | $ 304,902,701 | § 18,333,739
| RESTRICTED ASSETS [ $ 300,000 [ § 300,000 [ § -
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,390,388 6,470,109 (79,721)
Automobile - Net 17,015 17,407 (392)
Building and Building Improvements - Net 6,600,881 6,628,851 (27,970)
Capital Projects in Process 10,408,932 9,932,191 476,741
Total Capital Assets $ 28,293,778 | $ 27,925,120 | $ 368,658
LONG TERM ASSETS:
Officer Life Insurance Receivables 685,084 685,084 -
Total Long Term Assets $ 685,084 | $ 685,084 | $ -
| DEFERRED OUTFLOWS OF RESOURCES ['$ 2,890,063 | § 2,890,063 | $ - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 355,405,365 | $ 336,702,968 | $ 18,702,397 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 38,018 | $ 40,417 (2,399)
Accrued Salaries and Employee Benefits 1,922,372 1,956,195 (33,823)
Accrued Other Operating Expenses 1,259,799 1,670,902 (411,103)
Accrued Taxes and Licenses 15,321,039 7,513,815 7,807,224
Other Medical Liabilities - Nonoperating Passthrough 228,428 300,845 (72,417)
Claims Payable (Reported) 27,540,410 15,680,985 11,859,425
IBNR - Inpatient Claims 31,946,477 29,488,274 2,458,203
IBNR - Physician Claims 15,237,452 16,057,007 (819,555)
IBNR - Accrued Other Medical 15,627,460 18,362,294 (2,734,834)
Risk Pool and Withholds Payable 3,679,198 3,191,572 487,626
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 43,218,557 43,165,557 53,000
Total Current Liabilities $ 158,344,067 | $ 139,752,720 | § 18,591,347
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | $ 6,082,752 | $ -
| DEFERRED INFLOWS OF RESOURCES I 270,949 | § 270,949 | § -
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 165,776 54,726 111,050
Total Net Position $ 190,707,597 | $ 190,596,547 | $ 111,050
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION [ § 355,405,365 | $ 336,702,968 | $ 18,702,397
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED FEBRUARY 28, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
165,085 163,700 1,385 Family Members 329,026 327,000 2,026
58,564 57,700 864 Expansion Members 116,308 115,250 1,058
14,320 14,050 270 SPD Members 28,469 28,100 369
5,844 5,050 794 Other Members 11,687 10,075 1,612
8,160 7,825 335 Kaiser Members 16,151 15,625 526
251,973 248,325 3,648 Total Members-MCAL 501,641 496,050 5,591
REVENUES

20,328,489 | 20,947,125 (618,636) Title X1X - Medicaid - Family and Other 40,177471 | 41,846,862 |  (1,669,391)

20,367,468 20,288,947 78,521 Title XIX - Medicaid - Expansion Members 40,845,905 40,525,922 319,983

10,530,984 | 10,856,567 (325,583) Title XIX - Medicaid - SPD Members 20,865,534 | 21,713,133 (847,599)
7,638,903 7,568,822 70,081 Premium - MCO Tax 15,359,370 | 15,119,549 239,821

312,296 268,572 43,7124 Interest /Dividends 801,424 536,502 264,922
- 113,035 (113,035) Reinsurance Recoveries - 225,800 (225,800)
319,159 - 319,159 Rate/Income Adjustments 1,830,660 - 1,830,660
(200,000) - (200,000) Other Income (Expense) (85,468) 2 (85,468)
59,297,299 | 60,043,068 (745,769) TOTAL REVENUES 119,794,897 |[ 119,967,768 (172,871)
EXPENSES
Medical Costs:

12,606,454 | 12,619,090 12,636 Physician Services 25,846,231 | 25,210,771 (635,460)
2,788,474 2,771,275 (17,199) Other Professional Services 5,762,285 5,539,650 (222,634)
4,171,278 4,110,578 (60,700) Emergency Room 8,440,622 8,211,913 (228,709)

13,055,324 | 13,188,924 133,600 Inpatient 26,644,035 | 26,352,491 (291,545)

117,345 113,035 (4,310) Reinsurance Expense 230,881 225,800 (5,081)
5,138,504 4,767,494 (371,010 Outpatient Hospital 10,445,549 9,525,666 (919,883)
1,923,264 2,393,933 470,669 Other Medical 4,345,870 4,784,333 438,464
8,544,614 9,056,937 512,323 Pharmacy 18,311,677 | 18,097,621 (214,056)

487,626 481,000 (6,626) Pay for Performance Quality Incentive 970,980 960,850 (10,130)

(81,180) - 81,180 IBNR, Incentive, Paid Claims Adjustment (2,419,607) - 2,419,607

48,751,703 | 49,502,266 750,563 Total Medical Costs 98,578,522 | 98,909,095 330,573

10,545,596 || 10,540,803 4,793 GROSS MARGIN 21,216,375 | 21,058,673 157,702

Administrative:
1,857,459 1,984,220 126,761 Compensation 3,841,190 3,966,631 125,441

545,740 614,940 69,200 Purchased Services 1,065,632 1,236,780 171,148

27,993 101,339 73,346 Supplies 132,196 202,677 70,481

127,578 130,103 2,525 Depreciation 256,300 260,206 3,906

225,000 286,724 61,724 Other Administrative Expenses 435,466 597,709 162,243
2,783,770 3,117,326 333,556 Total Administrative Expenses 5,730,784 6,264,002 533,218

([ 51,535473 ] 52,619,591 ][ 1,084,118 ] TOTAL EXPENSES [ 104,309,306 || 105,173,097 | 863,791 ||
[ 7,761,826 || 7,423,477 || 338,349 || OPERATING INCOME (LOSS) BEFORE TAX I 15,485,591 || 14,794,671 | 690,920 |
[ 7510749 7,568,822 | 58,073 | MCO TAX [ 15061003 15119549 (41,454)])
( 251,077 | (145,345)] 396,422 | OPERATING INCOME (LOSS) NET OF TAX I 324,588 | (324.878) 649,466 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projects/Community Grants - - -
(140,027) (333,333) 193,306 Health Home (158,812) (666,666) 507,854
(140,027) (333,333) 193,306 | TOTAL NONOPERATING REVENUES (EXPENSES) (158,812) (666,666) 507,854
Il 111,050 [ (478,678) 589,728 NET INCREASE (DECREASE) IN NET POSITION || 165,776 || (991,544) 1,157,320 ||
I 94.4%|| 94.3%| 0.0%] MEDICAL LOSS RATIO I 94.4%| 94.3%| -0.1%)|
(l 5.4%)| 5.9%| 0.6% ADMINISTRATIVE EXPENSE RATIO I 5.5%]| 6.0%] 0.5%||
KHS5/29/2018
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED FEBRUARY 28, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
165,085 163,700 1,385 Family Members 329,026 327,000 2,026
58,564 57,700 864 Expansion Members 116,308 115,250 1,058
14,320 14,050 270 SPD Members 28,469 28,100 369
5,844 5,050 794 Other Members 11,687 10,075 1,612
8,160 7,825 335 Kaiser Members 16,151 15,625 526
251,973 248,325 3,648 Total Members-MCAL 501,641 496,050 5,591
REVENUES
118.93 124.13 (5.20) Title XIX - Medicaid - Family and Other 117.92 124.15 (6.23)
347.78 351.63 (3.85) Title XIX - Medicaid - Expansion Members 351.19 351.63 (0.45)
735.40 772.71 (37.31) Title XIX - Medicaid - SPD Members 732.92 772.71 (39.79)
31.33 31.47 (0.14) Premium - MCO Tax 31.64 31.47 0.17
1.28 1.12 0.16 Interest /Dividends 1.65 1.12 0.53
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
0.00 0.00 0.00 COB/Subrogation Collections 0.00 0.00 0.00
1.31 0.00 1.31 Rate/Income Adjustments 3.77 0.00 3.77
(0.82) 0.00 (0.82) Other Income (Expense) (0.18) 0.00 (0.18)
243.21 249.66 (6.45) TOTAL REVENUES 246.75 249.71 (2.96)
EXPENSES
Medical Costs:
51.71 52.47 0.76 Physician Services 53.24 52.48 (0.76)
11.44 11.52 0.09 Other Professional Services 11.87 11.53 (0.34)
17.11 17.09 (0.02) Emergency Room 17.39 17.09 (0.29)
53.55 54.84 1.29 Inpatient 54.88 54.85 (0.03)
0.48 0.47 (0.01) Reinsurance Expense 0.48 0.47 (0.01)
21.08 19.82 (1.25) Outpatient Hospital 21.52 19.83 (1.69)
7.89 9.95 2.07 Other Medical 8.95 9.96 1.01
35.05 37.66 2.61 Pharmacy 37.72 37.67 (0.05)
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
(0.33) 0.00 0.33 IBNR, Incentive, Paid Claims Adjustment (4.98) 0.00 4.98
199.96 205.83 5.88 Total Medical Costs 203.05 205.88 2.83
43.25 43.83 (0.58) GROSS MARGIN 43.70 43.83 (0.13)
Administrative:
7.62 8.25 0.63 Compensation 7.91 8.26 0.34
2.24 2.56 0.32 Purchased Services 2.19 2.57 0.38
0.11 0.42 0.31 Supplies 0.27 0.42 0.15
0.52 0.54 0.02 Depreciation 0.53 0.54 0.01
0.92 1.19 0.27 Other Administrative Expenses 0.90 1.24 0.35
11.42 12.96 1.54 Total Administrative Expenses 11.80 13.04 1.23
( 211.37 218.79 || 7.42 || TOTAL EXPENSES I 214.85 || 218.92 | 4.06 ||
( 31.84 | 30.87 | 0.97 || OPERATING INCOME (LOSS) BEFORE TAX I 31.90 | 30.79 | 1.10
I 30.81 ]| 31.47 | 0.67 || MCO TAX I 31.23 3147 | 0.24 ||
( 1.03 [ (0.60)][ 1.63 || OPERATING INCOME (LOSS) NET OF TAX I 0.67 || (0.68)] 1.34
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.56 (1.39) (1.94) Health Home 0.32 (2.77) (3.09)
0.56 (1.39) (1.94) TOTAL NONOPERATING REVENUES (EXPENSES) 0.32 (2.77) (3.09)
[ 0.46 | (1.99)] 245] NET INCREASE (DECREASE) IN NET POSITION || 0.34 | (2.00)] 241
I 94.4%|| 94.3%|| 0.0%|| MEDICAL LOSS RATIO I 94.4%|| 94.3%|| -0.1%|
[ 5.4%]| 5.9%| 0.6%|| ADMINISTRATIVE EXPENSE RATIO I 5.5%| 6.0%|| 0.5%||
KHS5/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY DATE
THROUGH FEBRUARY 28, 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 5,663,635
Referral Specialty Services 9,240,467 8,846,562 18,087,029
Urgent Care & After Hours Advise 1,069,333 1,008,534 2,077,867
Hospital Admitting Team 9,300 8,400 17,700
TOTAL PHYSICIAN SERVICES 13,239,777 12,606,454 25,846,231
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 491,235
310 - Health Services - Utilization Management - UM Allocation * 761,074 704,252 1,465,326
311 - Health Services - Quality Improvement - UM Allocation * 118,821 107,550 226,371
312 - Health Services - Education - UM Allocation * 76,022 65,961 141,983
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 182,497
314 - Health Homes - UM Allocation * 44,203 41,266 85,469
616 - Disease Management - UM Allocation * 56,128 59,793 115,921
Behavior Health Treatment 488,079 385,879 873,958
Mental Health Services 63,645 122,453 186,098
Other Professional Services 1,027,749 965,677 1,993,426
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 5,762,285
EMERGENCY ROOM 4,269,344 4,171,278 8,440,622
INPATIENT HOSPITAL 13,588,711 13,055,324 26,644,035
REINSURANCE EXPENSE PREMIUM 113,536, 117,345 230,881
OUTPATIENT HOSPITAL SERVICES 5,307,045 5,138,504 10,445,549
OTHER MEDICAL
Ambulance 338,351 352,496 690,847
Home Health Services & CBAS 387,076 354,315 741,391
Utilization and Quality Review Expenses 284,192 42,175 326,367
Long Term/SNF/Hospice 999,658 777,625 1,777,283
Enhanced Medical Benefits - 9,604 9,604
Non-Medical Transportation 413,329 387,049 800,378
TOTAL OTHER MEDICAL 2,422,606 1,923,264 4,345,870,
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 16,066,558
RX - HEP-C 729,042 557,006 1,286,048
Rx - DME 620,941 570,130 1,191,071
RX - Pharmacy Rebates (116,000) (116,000) (232,000)
TOTAL PHARMACY SERVICES 9,767,063 8,544,614 18,311,677
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 970,980
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427) (81,180) (2,419,607)
Total Medical Costs 49,826,819 48,751,703 98,578,522
KHS5/29/2018 Page 9
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KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY | FEBRUARY DATE
THROUGH FEBRUARY 28, 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.67
Referral Specialty Services 38.23 36.28 37.26
Urgent Care & After Hours Advise 4.42 4.14 4.28
Hospital Admitting Team 0.04 0.03 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 53.24
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.01
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.02
311 - Health Services - Quality Improvement - UM Allocation * 0.49 0.44 0.47
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.29
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.38
314 - Health Homes - UM Allocation * 0.18 0.17 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.24
Behavior Health Treatment 2.02 1.58 1.80
Mental Health Services 0.26 0.50 0.38
Other Professional Services 4.25 3.96 4.11
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 11.87
EMERGENCY ROOM 17.67 17.11 17.39
INPATIENT HOSPITAL 56.23 53.55 54.88
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48
OUTPATIENT HOSPITAL SERVICES 21.96 21.08 21.52
OTHER MEDICAL
Ambulance 1.40 1.45 1.42
Home Health Services & CBAS 1.60 1.45 1.53
Utilization and Quality Review Expenses 1.18 0.17 0.67
Long Term/SNF/Hospice 4.14 3.19 3.66
Enhanced Medical Benefits 0.00 0.04 0.02
Non-Medical Transportation 1.71 1.59 1.65
TOTAL OTHER MEDICAL 10.02 7.89 8.95
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.09
RX - HEP-C 3.02 2.28 2.65
Rx - DME 2.57 2.34 2.45
RX - Pharmacy Rebates (0.48) (0.48) (0.48)
TOTAL PHARMACY SERVICES 40.41 35.05 37.72
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68) (0.33) (4.98)
Total Medical Costs 206.17 199.96 203.05
KHS5/29/2018 Page 10

Management Use Only



KHS Finance Committee Meeting, June 8, 2018

L] obed Ajup osn juswabeueyy
8L02/62/SSHM

8IT'CES 7004979 PBLOEL'S SaSUAXY dANLNSIUIUWPY [BIO], 95S‘cee 9TELIIE 0LL'E8L'T
(666°6Y0) (666°6¥7) = 10)2e,] SulWLY puE AJUBIEA SANBASIUIWPY pA33png (666°vZ1) (666°¥Z1) E

TIL'T9 0bTS0E 8TS‘THT S3SINOSANY UBWng - OIS 0€L'ST LLLIST LP0°9T1
996°€¢ 06L°STL $I8°16 SUONE[IY dN[qNJ/SUBNLBIA/SIES - 0TF 199°17 S68°79 pET I
86L°C6 861°071 00%°9T EIP3]Al BUISIIIBAPY - 0¥ ¥L0°8E 668°6S ST8°1T
7026 ILS'811 69€°601 SIIAIAG IANESSIAUL 2 UPNY - 09€ wo's S8T°6S HTPS
9¥8°c 0bT°€8S P6E6LS $I1AIAG 9jel0da0)) - OpE 0ctLor 079162 06°1ST
9€€'EPT 01 0F0°L PLO'L6L SIIIAIIG JIUIRIA] - OEE 788'6T1 S0T°02S £S€°06€
(820°L) P61THY T6hy SUoNERY 1IP0I - 0T 6£8°cE 099022 178981

€L 70T 671 JUdWIAFRUBIA] 3SBISI(T - 919 (82) 101 621

€9y 059y L SOWOH YI|e3H - FI€ 10t°T ST€T (9L)
(se8'61) 786681 L18°60T Adewreyd -¢i¢ (L98°6) 16676 858401
060°1 LOI‘T LT uonedINpy - SNIAIIS YI[EH - TIE €89 €SS o€1)

SIL'S £80°9 89¢ JudwaAoLdu] Aj[en() - SANAIAS YIEH - [ 1€ v89°C 0°c 85¢

L8T L91*S 088y JUIWIBBUEIA] UOIREZI|II[] - SIIAIIS UI[E3H - 01 6€LT £85°T (9s1)

19L°TS LIET0T 9SS 81 juowoaseueA 33l04d - 04T SIL'SE 859001 £+6°P9
SL8IS 0S+°126 SLS°698 swre[d - 0€T £PS°69 STTT9Y 789°T6€
980°6LT SH0°6£9 656'65€ aIn}angseuy - 77 S7£'98 £TS61¢€ 861°CET
(L81°88) 6F0°€E0°T 9€TITIT 9udB1|[d)u] SsouIsng/sud)sAS uolyeuLIofu] JUIURBEUBIA - 177/07T [(0S6°68) pTS9IS vLF 995
€ELSH £€S°68T 008°€HT BURUNOIIY - (1T 6557 LIL P 807°TT1
SrI‘01 vLL'OSY 679°9LY 2ANNIAXY - 0L 1 42l 169°87T 697°LTT
ADNVIIVA |  LADand TVALOV 8107 ‘87 AUVNUAIA AAANA HINOW THL JOA ADNVIYVA  La9dnd T¥YNLOV

JLVA-OL-¥VIA

Lddd A9 SEUSNHIXT HALLVYLSINIANAY 40 ATNAIHDS
TVOTAdIN
SINALSAS HLTVIEH NY3IM

HLNOW INIJIND

89/160



KHS Finance Committee Meeting, June 8, 2018

90/ 160

KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF ADMIN EXPENSES BY DEPT BY MONTH | JANUARY |[FEBRUARY DATE
FOR THE MONTH ENDED FEBRUARY 28, 2018 2018 2018 2018
110 - Executive 249,360 227,269 476,629
210 - Accounting 121,592 122,208 243,800
220 - Management Information Systems (MIS) 554,762 566,474 1,121,236
225 - Infrastructure 126,761 233,198 359,959
230 - Claims 476,893 392,682 869,575
240 - Project Management 83,613 64,943 148,556
310 - Health Services - Utilization Management 5,036 (156) 4,880
311 - Health Services - Quality Improvement 10 358 368
312 - Health Services - Education 147 (130) 17.00
313- Pharmacy 104,959 104,858 209,817
314 - Health Homes 83 (76) 7
616 - Disease Management - 129 129
320 - Provider Relations 262,401 186,821 449,222
330 - Member Services 406,721 390,353 797,074
340 - Corporate Services 327,904 251,490 579,394
360 - Audit & Investigative Services 55,126 54,243 109,369
410 - Advertising Media 4,575 21,825 26,400
420 - Sales/Marketing/Public Relations 50,590 41,234 91,824
510 - Human Resourses 116,481 126,047 242,528
Total Department Expenses 2,947,014 2,783,770 5,730,784
KHS5/29/2018
Management Use Only Page 12




KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF FEBRUARY 28, 2018

KHS Finance Committee Meeting, June 8, 2018

ASSETS FEBRUARY 2018 JANUARY 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,444,298 | $ 1,444,298 -
Interest Receivable 2,830 1,415 1,415
Prepaid Expenses & Other Current Assets 3,334 4,167 (833)
TOTAL CURRENT ASSETS $ 1,450,462 | $ 1,449,880 | $ 582
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,754 11,754 =
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 365,603 | $ 365,603 | $ -
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 3,832 3,250 582
Total Net Position S 1,084,859 | $ 1,084,277 | $ 582
TOTAL LIABILITIES AND NET POSITION | $§ 1,450,462 | $ 1,449,880 | $ 582
KHS5/29/2018
Management Use Only Page 13

91/160



KHS Finance Committee Meeting, June 8, 2018

CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET POSITION
FOR THE MONTH ENDED FEBRUARY 28, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

Members

REVENUES

- - - Premium - - -
1,415 - 1,415 Interest 2,830 = 2,830
- - - Other Investment Income 2,667 - 2,667
1,415 - 1,415 TOTAL REVENUES 5,498 - 5,498
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - 5 =
(l 1,415 | -l 1,415 | GROSS MARGIN I 5,498 || - 5,498 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 1,666 - (1,666)
833 - (833) Total Administrative Expenses 1,666 - (1,666)
(I 833 | - (833)] TOTAL EXPENSES bl 1,666 || - (1,666)]
I 582 || - 582 || OPERATING INCOME (LOSS) | 3,832 | - 3,832
( -1 -1 - TOTAL NONOPERATING REVENUE (EXPENSES) | - - -
Il 582 || -l 582 || NET INCREASE (DECREASE) IN NET POSITION || 3832 -1 3,832
I 0%|| 0%|| 0%|| MEDICAL LOSS RATIO I 0%][ 0% 0%]|
[ 39%] 0% -59%|| ADMINISTRATIVE EXPENSE RATIO I 30%|[ 0% -30%||
KHS5/29/2018
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO

Date: June 8, 2018

Re: March 2018 Financial Results

The March results reflect a $1,381,389 Net Increase in Net Position which is a $1,861,558 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $11.6 million favorable variance primarily due to:

A) $10.2 million favorable variance in COB/Subrogation primarily due to higher than expected
claim payment recoveries from the prior year where KHS was not primary.

B) $1.1 million favorable adjustment relating to Rate/Income Adjustment primarily due to
receiving 2017 reinsurance recoveries.

2) Total Medical Costs reflect a $9.2 million unfavorable variance primarily due to:

A) $3.0 million unfavorable variance in Physician Services primarily due to higher than
expected utilization of Referral Specialty Services and Urgent Care.

B) $1.1 million unfavorable variance in Emergency Room for Family and Other primarily due
to higher than expected utilization.

C) $3.8 million unfavorable variance in Inpatient primarily due to higher than expected
utilization.

D) $.5 million unfavorable variance in Outpatient Hospital primarily due to higher than
expected utilization.

The March Medical Loss Ratio is 91.9% which is favorable to the 94.3% budgeted amount. The
March Administrative Expense Ratio is 5.2% which is favorable to the 6.0% budgeted amount.

The results for the 3 months ended March 31, 2018 reflects a Net Increase in Net Position of
$1,547,165. This is a $3,018,869 favorable variance to budget and includes approximately $5.3
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.4%
which is favorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is
5.4% which is favorable to the 6.0% budgeted amount.
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF MARCH 31, 2018

ASSETS MARCH 2018 | FEBRUARY 2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 103,208,068 | $ 84,538,046 | $ 18,670,022
Short-Term Investments 164,519,690 184,558,206 (20,038,516)
Pass-through Monies Held for Future Payment 124,601 228,428 (103,827)
Premiums Receivable - Net 49,591,773 51,742,538 (2,150,765)
Interest Receivable 239,003 377,931 (138,928)
Other Receivables 1,474,784 756,618 718,166
Prepaid Expenses & Other Current Assets 1,108,552 1,034,673 73,879
Total Current Assets $ 320,266,471 | $ 323,236,440 | $ (2,969,969)
| RESTRICTED ASSETS [ 300,000 | § 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,307,885 6,390,388 (82,503)
Automobile - Net 16,624 17,015 (391)
Building and Building Improvements - Net 6,573,026 6,600,881 (27,855)
Capital Projects in Process 12,210,067 10,408,932 1,801,135
Total Capital Assets $ 29,984,164 | $ 28,293,778 | § 1,690,386
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,910 685,084 (174)
Total Long Term Assets $ 684,910 | $ 685,084 | $ (174)
[ DEFERRED OUTFLOWS OF RESOURCES [ § 2,890,063 [ § 2,890,063 | $ - |
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 354,125,608 | $ 355,405,365 | $ (1,279,757
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 33,332 | § 38,018 (4,686)
Accrued Salaries and Employee Benefits 2,298,262 1,922,372 375,890
Accrued Other Operating Expenses 1,506,016 1,259,799 246,217
Accrued Taxes and Licenses 22,971,062 15,321,039 7,650,023
Other Medical Liabilities - Nonoperating Passthrough 124,601 228,428 (103,827)
Claims Payable (Reported) 20,167,029 27,540,410 (7,373,381)
IBNR - Inpatient Claims 35,099,644 31,946,477 3,153,167
IBNR - Physician Claims 11,486,422 15,237,452 (3,751,030)
IBNR - Accrued Other Medical 13,424,498 15,627,460 (2,202,962)
Risk Pool and Withholds Payable 2,925,260 3,679,198 (753,938)
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 43,311,251 43,218,557 92,694
Total Current Liabilities $ 155,672,234 | $ 158,344,067 | $ (2,671,833)
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | § 6,082,752 | § -
DEFERRED INFLOWS OF RESOURCES | 3 270,949 [ § 270,949 | § - ]
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 1,557,852 165,776 1,392,076
Total Net Position $ 192,099,673 | $§ 190,707,597 | § 1,392,076
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 354,125,608 | $ 355,405,365 | $ (1,279,757)
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS

ACTUAL ] BUDGET l VARIANCE FOR THE MONTH ENDED MARCH 31, 2018 ACTUAL I BUDGET | VARIANCE
ENROLLMENT
166,093 164,100 1,993 Family Members 495,119 491,100 4,019
58,774 57,850 924 Expansion Members 175,082 173,100 1,982
14,254 14,050 204 SPD Members 42,723 42,150 573
5,820 5,075 745 Other Members 17,507 15,150 2,357
8,225 7,850 375 Kaiser Members 24,376 23,475 901
253,166 248,925 4,241 Total Members-MCAL 754,807 744,975 9,832
REVENUES

21,226,405 20,994,514 231,891 Title XIX - Medicaid - Family and Other 61,403,876 62,841,376 (1,437,500)

20,638,072 20,340,920 297,152 Title XIX - Medicaid - Expansion Members 61,483,977 60,866,842 617,135

10,764,253 10,856,567 (92,314) Title XIX - Medicaid - SPD Members 31,629,787 32,569,700 (939,913)
7,815,000 7,586,918 228,082 Premium - MCO Tax 23,174,370 22,706,467 467,903

330,992 269,214 61,778 Interest /Dividends 1,132,416 805,715 326,701
- 113,305 (113,305) Reinsurance Recoveries - 339,105 (339,105)
10,245,425 - 10,245,425 COB/Subrogation Collections 10,245,425 - 10,245,425
1,095,189 - 1,095,189 Rate/Income Adjustments 2,925,849 - 2,925,849
(384,933) - (384,933) Other Income (Expense) (470,401) - (470,401)
71,730,403 60,161,437 11,568,966 TOTAL REVENUES 191,525,300 || 180,129,205 11,396,095
EXPENSES
Medical Costs:

15,608,603 12,646,498 (2,962,105), Physician Services 41,454,834 37,857,269 (3,597,565)
2,996,590 2,755,975 (240,615) Other Professional Services 8,758,875 8,259,221 (499,653)
5,259,525 4,119,820 (1,139,705) Emergency Room 13,700,147 12,331,733 (1,368,414)

16,973,565 13,214,281 (3,759,284) Inpatient 43,617,600 39,566,772 (4,050,829)

118,427 113,305 (5,122) Reinsurance Expense 349,308 339,105 (10,203)
5,322,082 4,776,816 (545,266) Qutpatient Hospital 15,767,631 14,302,482 (1,465,149)
2,576,860 2,397,466 (179,394) Other Medical 6,922,730 7,181,800 259,070
9,369,495 9,073,191 (296,304) Pharmacy 27,681,172 27,170,812 (510,359)

489,882 482,150 (7,732) Pay for Performance Quality Incentive 1,460,862 1,443,000 (17,862)

18,265 - (18,265) IBNR, Incentive, Paid Claims Adjustment (2,401,342) - 2,401,342

58,733,294 49,579,503 (9,153,791) Total Medical Costs 157,311,816 | 148,452,194 (8,859,622)

12,997,109 10,581,934 2,415,175 GROSS MARGIN 34,213,484 31,677,011 2,536,473
Administrative:

2,076,645 2,000,418 (76,228) Compensation 5,917,835 6,003,445 85,610

804,716 621,192 (183,524) Purchased Services 1,870,348 1,857,971 (12,377)

(9,431) 101,339 110,770 Supplies 122,765 304,016 181,251

127,464 130,103 2,639 Depreciation 383,764 390,309 6,545

339,883 288,799 (51,084) Other Administrative Expenses 775,349 886,508 111,159
3,339,277 3,141,851 (197,426) Total Administrative Expenses 9,070,061 9,442,249 372,188

[ 62072571 | 52,721,354 | (9.351,217)] TOTAL EXPENSES || 166,381,877 | 157,894,443 || (8,487,434)]
[ 9657832 7440084 | 2,217,748 || OPERATING INCOME (LOSS) BEFORE TAX | 25,143,423 | 22234762 | 2,908,660 |
[ 7,650,023 | 7586918 | (63,105)]] MCO TAX [ 22,811,026 | 22,706467 ] (104,559)]
[ 2,007,809  (146,835)[ 2,154,644 || OPERATING INCOME (LOSS) NET OF TAX [ 2332397 471,704) 2,804,101 |
NONOPERATING REVENUE (EXPENSES)
= = - Reserve Fund Projects/Community Grants - - -
(615,733) (333,334) (282,399) Health Home (774,545) (1,000,000) 225,455
(615,733) (333,334) (282,399) TOTAL NONOPERATING REVENUES (EXPENSES) (774,545) (1,000,000) 225,455
[ 1,392,076 | (480,169) 1,872,245 | NET INCREASE (DECREASE)IN NET POSITION || 1,557,852 | (1.471,704)[ 3,029,556 ||
[ 91.9%] 94.3%| 2.4%|| MEDICAL LOSS RATIO | 93.4%)| 94.3%)| 0.9%|
(l 5.2%| 6.0%|| 0.8%][ ADMINISTRATIVE EXPENSE RATIO | 5.4%] 6.0%|| 0.6%||
KHS5/29/2018
Management Use Only Page 2
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL I BUDGET | VARIANCE FOR THE MONTH ENDED MARCH 31, 2018 ACTUAL | BUDGET I VARIANCE
ENROLLMENT
166,093 164,100 1,993 Family Members 495,119 491,100 4,019
58,774 57,850 924 Expansion Members 175,082 173,100 1,982
14,254 14,050 204 SPD Members 42,723 42,150 573
5,820 5,075 745 Other Members 17,507 15,150 2,357
8,225 7,850 375 Kaiser Members 24,376 23,475 901
253,166 248,925 4,241 Total Members-MCAL 754,807 744,975 9,832
REVENUES
123.47 124.10 (0.63) Title XIX - Medicaid - Family and Other 119.78 124.13 (4.35)
351.14 351.61 (0.47) Title XIX - Medicaid - Expansion Members 351.17 351.63 (0.46)
755.17 772.71 (17.54) Title XIX - Medicaid - SPD Members 740.35 772.71 (32.36)
31.91 31.47 0.43 Premium - MCO Tax 31.73 31.47 0.26
1.35 1.12 0.23 Interest /Dividends 1.55 1.12 0.43
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
41.83 0.00 41.83 COB/Subrogation Collections 14.03 0.00 14.03
4.47 0.00 4.47 Rate/Income Adjustments 4.01 0.00 4.01
(1.57) 0.00 (1.57) Other Income (Expense) (0.64) 0.00 (0.64)
292.85 249.55 43.29 TOTAL REVENUES 262.21 249.66 12.55
EXPENSES
Medical Costs:
63.72 52.46 (11.27) Physician Services 56.75 52.47 (4.28)
12.23 11.43 (0.80) Other Professional Services 11.99 11.45 (0.54)
21.47 17.09 (4.38) Emergency Room 18.76 17.09 (1.66)
69.30 54.81 (14.48) Inpatient 59.71 54.84 (4.88)
0.48 0.47 (0.01) Reinsurance Expense 0.48 0.47 (0.01)
2073 19.81 (1.91) Outpatient Hospital 21.59 19.82 (1.76)
10.52 9.94 (0.58) Other Medical 9.48 9.95 0.48
38.25 37.64 (0.62) Pharmacy 37.90 37.66 (0.24)
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
0.07 0.00 (0.07) IBNR, Incentive, Paid Claims Adjustment (3.29) 0.00 3.29
239.79 205.66 (34.13) Total Medical Costs 215.37 205.75 (9.61)
53.06 43.89 9.17 GROSS MARGIN 46.84 43.90 2.94
Administrative:
8.48 8.30 (0.18) Compensation 8.10 8.32 0.22
3.29 2.58 (0.71) Purchased Services 2.56 2.58 0.01
(0.04) 0.42 0.46 Supplies 0.17 0.42 0.25
0.52 0.54 0.02 Depreciation 0.53 0.54 0.02
1.39 1.20 (0.19) Other Administrative Expenses 1.06 1.23 0.17
13.63 13.03 (0.60) Total Administrative Expenses 12.42 13.09 0.67
(l 253.42 | 218.69 || (34.73)] TOTAL EXPENSES | 227.79 | 218.84 || (8.94)]
(l 39.43 30.86 | 8.57 | OPERATING INCOME (LOSS) BEFORE TAX Il 34.42 | 30.82 || 3.61 |
(l 3123 | 31.47 | 0.24 | MCO TAX I 31.23 | 31.47 || 0.24
[l 820 (0.61) 8.81 | OPERATING INCOME (LOSS) NET OF TAX I 3.9 (0.65)[ 3.85
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
2.43 (1.38) (3.81) Health Home 1.03 (4.15) (5.17)
2.43 (1.38) (3.81)] TOTAL NONOPERATING REVENUES (EXPENSES) 1.03 (4.15) (5.17)
(l 5.68 | (1.99)] 7.68 | NET INCREASE (DECREASE) IN NET POSITION | 2.13 || (2.04)]] 4.17]
I 91.9%|| 94.3%|| 2.4%)| MEDICAL LOSS RATIO Il 93.4%| 94.3%|| 0.9%|
1 5.2%| 6.0%| 0.8%|| ADMINISTRATIVE EXPENSE RATIO Il 5.4%| 6.0%]| 0.6%||
KHS5/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH DATE
THROUGH MARCII 31,2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 2,795,669 8,459,304
Referral Specialty Services 9,240,467 8.846,562 10,522,041 28,609,070
Urgent Care & After Hours Adyvise 1,069,333 1,008,534 2,281,593 4,359,460
Hospital Admitting Team 9,300 8,400 9,300 27,000
TOTAL PHYSICIAN SERVICES 13,239,777 12,606,454 15,608,603 41,454,834
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 251,973 743,208
310 - Health Services - Utilization Management - UM Allocation * 761,074 704,252 799,729 2,265,055
311 - Health Services - Quality Improvement - UM Allocation * 118,821 107,550 123,692 350,063
312 - Health Services - Education - UM Allocation * 76,022 65,961 79,421 221,404
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 103,112 285,609
314 - Health Homes - UM Allocation * 44,203 41,266 48,457 133,926
616 - Disease Management - UM Allocation * 56,128 59,793 70,852 186,773
Behavior Health Treatment 488,079 385.879 454,810 1,328,768
Mental Health Services 63,645 122,453 96,062 282,160
Other Professional Services 1,027,749 965,677 968,482 2,961,908
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 2,996,590 8,758,875
EMERGENCY ROOM 4,269,344 4,171,278 5,259,525 13,700,147
INPATIENT HOSPITAL 13,588,711 13,055,324 16,973,565 43,617,600
REINSURANCE EXPENSE PREMIUM 113,536 117,345 118,427 349,308
OUTPATIENT HOSPITAL SERVICES 5,307,045 5,138,504 5,322,082 15,767,631
OTHER MEDICAL
Ambulance 338,351 352,496 350,066 1,040,913
Home Health Services & CBAS 387,076 354,315 265,517 1,006,908
Utilization and Quality Review Expenscs 284,192 42,175 226,751 553,118
Long Term/SNF/Hospice 999,658 777,625 923,259 2,700,542
Enhanced Medical Benefits - 9,604 - 9,604
Non-Medical Transportation 413,329 387,049 811,267 1,611,645
TOTAL OTHER MEDICAL 2,422,606 1,923,264 2,576,860 6,922,730
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 8,276,129 24,342,687
RX - HEP-C 729,042 557,006 600,369 1,886,417
Rx - DME 620,941 570,130 608,997 1,800,068
RX - Pharmacy Rebates (116,000) (116,000) (116,000) (348.000)
TOTAL PHARMACY SERVICES 9,767,063 8,544,614 9,369,495 27,681,172
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 489,882 1,460,862
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427) (81,180)|| 18,265 (2,401,342),
Total Medical Costs 49,826,819 48,751,703" 58,733,294 157,311,816

KHS5/29/2018
Management Use Only
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY MARCH DATE
THROUGH MARCH 31, 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.41 11.58
Referral Specialty Services 38.23 36.28 42.96 39.17
Urgent Care & After Hours Advise 4.42 4.14 9.31 5.97
Hospital Admitting Team 0.04 0.03 0.04 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 63.72 56.75
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.03 1.02
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.26 3.10
311 - Health Services - Quality Improvement - UM Allocation * 0.49 0.44 0.50 0.48
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.32 0.30
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.42 0.39
314 - Health Homes - UM Allocation * 0.18 0.17 0.20 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.29 0.26
Behavior Health Treatment 2.02 1.58 1.86 1.82
Mental Health Services 0.26 0.50 0.39 0.39
Other Professional Services 4.25 3.96 3195 4.06
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 12.23 11.99
EMERGENCY ROOM 17.67 17.11 21.47 18.76
INPATIENT HOSPITAL 56.23 53.55 69.30 59.71
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48] 0.48
OUTPATIENT HOSPITAL SERVICES 21.96 21.08 2173 21.59)|
OTHER MEDICAL
Ambulance 1.40 1.45 1.43 1.43
Home Health Services & CBAS 1.60 1.45 1.08 1.38
Utilization and Quality Review Expenses 1.18 0.17 0.93 0.76
Long Term/SNF/Hospice 4.14 3.19 3.77 3.70
Enhanced Medical Benefits 0.00 0.04 0.00 0.01
Non-Medical Transportation 1.71 1.59 331 2.21
TOTAL OTHER MEDICAL 10.02 7.89 10.52 9.48
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.79 33.33
RX - HEP-C 3.02 2.28 2.45 2.58
Rx - DME 2.57 2.34 2.49 2.46
RX - Pharmacy Rebates (0.48) (0.48) (0.47) (0.48)
TOTAL PHARMACY SERVICES 40.41 35.05] 38.25 37.90
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68)| (0.33), 0.07 (3.29)
Total Medical Costs 206.17] 199.96 239.79 215.37)
KHS5/29/2018 Page 10
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF ADMIN EXPENSES BY DEPT BY MONTH || JANUARY |FEBRUARY| MARCH DATE

FOR THE MONTH ENDED MARCH 31, 2018 2018 2018 2018 2018
110 - Executive 249,360 227,269 224,150 700,779
210 - Accounting 121,592 122,208 139,362 383,162
220 - Management Information Systems (MIS) 432,742 431,903 432,298 1,296,943
221 - Business Intelligence 122,020 134,571 151,816 408,407
225 - Infrastructure 126,761 233,198 186,762 546,721
230 - Claims 476,893 392,682 482,563 1,352,138
240 - Project Management 83,613 64,943 73,023 221,579
310 - Health Services - Utilization Management 5,036 (156) 768 5,648
311 - Health Services - Quality Improvement 10 358 329 697
312 - Health Services - Education 147 (130) - 17
313- Pharmacy 104,959 104,858 84,757 294,574
314 - Health Homes 83 (76) 99 106
616 - Disease Management - 129 - 129
320 - Provider Relations 262,401 186,821 205,072 654,294
330 - Member Services 406,721 390,353 869,265 1,666,339
340 - Corporate Services 327,904 251,490 222,176 801,570
360 - Audit & Investigative Services 55,126 54,243 55,402 164,771
410 - Advertising Media 4,575 21,825 23,427 49,827
420 - Sales/Marketing/Public Relations 50,590 41,234 44,701 136,525
510 - Human Resourses 116,481 126,047 143,307 385,835

Total Department Expenses 2,947,014 2,783,770 3,339,277 9,070,061
KHS5/29/2018
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF MARCH 31,2018

ASSETS MARCH 2018 FEBRUARY 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,444,298 | § 1,444,298 E
Interest Receivable 5,221 2,830 2,391
Prepaid Expenses & Other Current Assets 2,500 3,334 (834)
TOTAL CURRENT ASSETS $ 1,452,019 | § 1,450,462 | $ 1,557
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,754 11,754 -
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 365,603 | $ 365,603 | $ -
NET POSITION:
Net Position- Beg, of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 5,389 3,832 1,557
Total Net Position $ 1,086,416 | $ 1,084,859 | $ 1,557
TOTAL LIABILITIES AND NET POSITION | § 1,452,019 | $ 1,450,462 | $ 1,557
KHS5/29/2018
Management Use Only Page 13
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CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET POSITION
FOR THE MONTH ENDED MARCH 31, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

Members

8 5

REVENUES
- - - Premium - - -
2,391 = 2,391 Interest 5,221 - 5,221
- - - Other Investment Income 2,668 - 2,668
2,391 5 2,391 TOTAL REVENUES 7,889 . 7,889
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
[l 2,391 || -l 2,391 || GROSS MARGIN I 7,889 || - 7,889 ||
Administrative
834 - (834) Management Fee Expense and Other Admin Exp 2,500 - (2,500)
834 - (834) Total Administrative Expenses 2,500 - (2,500)
(i 834 | - (834)] TOTAL EXPENSES I 2,500 [[ -l (2,500)
Il 1,557 || - 1,557 || OPERATING INCOME (LOSS) | 5,389 || -1 5,389 ||
( - - -] TOTAL NONOPERATING REVENUE (EXPENSES) | - -1 -l
i 1,557 | - 1,557 | NET INCREASE (DECREASE) IN NET POSITION | 5,389 | -1 5,389 ||
( 0% 0% 0% MEDICAL LOSS RATIO I 0% 0%l 0%
( 35%)| 0% -35%|| ADMINISTRATIVE EXPENSE RATIO | 32%|| 0% -32%||
KHS5/29/2018

Management Use Only
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 8, 2018

Re: April 2018 Financial Results

The April results reflect a $233,872 Net Increase in Net Position which is a $759,182 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $4.5 million favorable variance primarily due to:

A) $3.5 million favorable variance in COB/Subrogation primarily due to higher than expected
claim payment recoveries from the prior year where KHS was not primary.

B) $.5 million favorable adjustment relating to Rate/Income Adjustment primarily due to
receiving prior year retro-active rate adjustments from the State.

2) Total Medical Costs reflect a $4.0 million unfavorable variance primarily due to:

A) $1.8 million unfavorable variance in Physician Services primarily due to higher than
expected utilization of Referral Specialty Services and Urgent Care by Family and Other
members.

B) $1.1 million unfavorable variance in Emergency Room primarily due to higher than
expected utilization by Family and Other members.

C) $1.1 million unfavorable variance in Inpatient primarily due to higher than expected
utilization by Family and SPD members.

D) $1.4 million unfavorable variance in Outpatient Hospital primarily due to higher than
expected utilization.

E) $1.0 million favorable IBNR adjustment from the prior year.

The April Medical Loss Ratio is 94.3% which is favorable to the 94.4% budgeted amount. The April
Administrative Expense Ratio is 5.4% which is favorable to the 6.0% budgeted amount.

The results for the 4 months ended April 30, 2018 reflects a Net Increase in Net Position of
$1,791,724. This is a $3,788,738 favorable variance to budget and includes approximately $6.8
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.7%
which is favorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is
5.4% which is favorable to the 6.0% budgeted amount.
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Kern Health Systems
Financial Packet
April 2018

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position

Statement of Revenue, Expenses, and Changes in Net Position
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF APRIL 30, 2018
ASSETS APRIL2018 | MARCH2018 | INC(EC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 90,769,098 | $§ 103,208,068 | $  (12,438,970)
Short-Term Investments 164,005,156 164,519,690 (514,534)
Pass-through Monies Held for Future Payment 83,443,803 124,601 83,319,202
Premiums Receivable - Net 57,131,460 49,591,773 7,539,687
Interest Receivable 209,481 239,003 (29,522)
Other Receivables 1,643,817 1,474,784 169,033
Prepaid Expenses & Other Current Assets 1,055,070 1,108,552 (53,482)
Total Current Assets $ 398,257,885 | $ 320,266,471 | $ 77,991,414
[ RESTRICTED ASSETS [$ 300,000 | $ 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,203,634 6,307,885 (104,251)
Automobile - Net 16,232 16,624 (392)
Building and Building Improvements - Net 6,546,543 6,573,026 (26,483)
Capital Projects in Process 13,582,161 12,210,067 1,372,094
Total Capital Assets $ 31,225,132 | § 29,984,164 | $ 1,240,968
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,910 684,910 -
Total Long Term Assets $ 684,910 | § 684,910 | § -
| DEFERRED OUTFLOWS OF RESOURCES B 2,890,063 | § 2,890,063 | § -]
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 433,357,990 | § 354,125,608 | $ 79,232,382 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 33,433 | $ 33.332 101
Accrued Salaries and Employee Benefits 2,132,629 2,298,262 (165,633)
Accrued Other Operating Expenses 1,037,929 1,506,016 (468,087)
Accrued Taxes and Licenses 7,670,554 22,971,062 (15,300,508)
Other Medical Liabilities - Nonoperating Passthrough 83,443,803 124,601 83,319,202
Claims Payable (Reported) 15,270,186 20,167,029 (4,896,843)
IBNR - Inpatient Claims 38,407,512 35,099,644 3,307,868
IBNR - Physician Claims 12,997,753 11,486,422 1,511,331
IBNR - Accrued Other Medical 18,266,357 13,424,498 4,841,859
Risk Pool and Withholds Payable 3,417,955 2,925,260 492,695
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 49,668,287 43,311,251 6,357,036
Total Current Liabilities $ 234,671,255 | $ 155,672,234 | § 78,999,021
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | § 6,082,752 | $ -
| DEFERRED INFLOWS OF RESOURCES B 270,949 | § 270,949 | § - |
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 1,791,213 1,557,852 233,361
Total Net Position $ 192,333,034 | § 192,099,673 | $ 233,361
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 433,357,990 | $ 354,125,608 | $ 79,232,382
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED APRIL 30,2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,501 164,500 2,001 Family Members 661,620 655,600 6,020
59,699 58,000 1,699 Expansion Members 234,781 231,100 3,681
14,202 14,050 152 SPD Members 56,925 56,200 725
5,945 5,100 845 Other Members 23,452 20,250 3,202
8,267 7,875 392 Kaiser Members 32,643 31,350 1,293
254,614 249,525 5,089 Total Members-MCAL 1,009,421 994,500 14,921
REVENUES

20,886,377 | 21,041,902 (155,525) Title X1X - Medicaid - Family and Other 82,290,253 | 83,883,278 |  (1,593,025)

20,813,430 20,392,892 420,538 Title XIX - Medicaid - Expansion Members 82,297,407 81,259,734 1,037,673

10,871,613 [ 10,856,567 15,046 Title XIX - Medicaid - SPD Members 42,501,400 | 43,426,267 (924,866)
7,859,452 7,605,014 254,438 Premium - MCO Tax 31,033,822 | 30,311,481 722,341

509,405 269,856 239,549 Interest /Dividends 1,641,821 1,075,571 566,250
- 113,576 (113.576) Reinsurance Recoveries - 452,681 (452,681)
3,503,612 E 3,503,612 COB/Subrogation Collections 13,749,037 - | 13,749,037
457,845 - 457,845 Rate/Income Adjustments 3,383,694 - 3,383,694
(360,661) - (360,661) Other Income (Expense) (831,062) - (831,062)
64,541,073 | 60,279,806 4,261,267 TOTAL REVENUES 256,066,373 || 240,409,012 | 15,657,362
EXPENSES
Medical Costs:

14,450,521 12,673,907 (1,776,614) Physician Services 55,905,355 50,531,176 (5,374,179)
2,911,566 2,800,915 (110,651) Other Professional Services 11,670,441 | 11,060,136 (610,305)
5,247,777 4,129,062 (1,118,715) Emergency Room 18,947,924 16,460,796 (2,487,128)

14,300,202 | 13,239,639 |  (1,060,563) Inpatient 57,917,802 | 52,806,410 |  (5,111,392)

107,531 113,576 6,045 Reinsurance Expense 456,839 452,681 (4,159)
6,217,088 4,786,137 | (1,430,951) Outpatient Hospital 21,984,719 | 19,088,619 |  (2,896,100)
2,195,432 2,400,999 205,567 Other Medical 9,118,162 9,582,799 464,637
8,793,635 9,089,445 295,810 Pharmacy 36,474,807 | 36,260,258 (214,549)

492,694 483,300 (9,394) Pay for Performance Quality Incentive 1,953,556 1,926,300 (27,256)

(1,015,946) - 1,015,946 IBNR, Incentive, Paid Claims Adjustment (3,417,288) ) 3,417,288

53,700,500 | 49,716,980 |  (3,983,520) Total Medical Costs 211,012,316 | 198,169,174 | (12,843,143)

10,840,573 || 10,562,827 277,746 GROSS MARGIN 45,054,057 | 42,239,838 2,814,219

Administrative:
1,687,623 2,002,418 314,795 Compensation 7,605,458 8,005,862 400,404

642,623 624,331 (18,292) Purchased Services 2,512,971 2,482,302 (30,669)

72,492 101,339 28,847 Supplies 195,257 405,355 210,098

130,267 132,103 1,836 Depreciation 514,031 522,412 8,381

284,983 289,599 4,616 Other Administrative Expenses 1,060,332 1,176,107 115,775
2,817,988 3,149,790 331,802 Total Administrative Expenses 11,888,049 12,592,038 703,989

[ 56518488 | 52,866,769 | (3,651,719 TOTAL EXPENSES I[ 222,900,365 | 210,761,212 | (12,139,153)|
[ 8022585 7,413,037 609,548 || OPERATING INCOME (LOSS) BEFORE TAX [ 33,166,008 | 29,647,800 | 3,518,208 ||
[ 7650254 7,605,014 (45,240)] MCO TAX [ 30461280 | 30311481 (149,799
[l 372331 | (191,977 564,308 || OPERATING INCOME (LOSS) NET OF TAX I 2,704,728 (663,681 3,368,409 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projects/Community Grants - - -
(138,970) (333,333) 194,363 Health Home (913,515)]  (1,333,333) 419,818
(138,970 (333,333) 194,363 | TOTAL NONOPERATING REVENUES (EXPENSES) (913,515 (1,333,333) 419,818
(l 233361 ][ (525,310)] 758,671 | NET INCREASE (DECREASE) INNET POSITION ][ 1,791,213 || (1,997,014)] 3,788,227 ||
L od7%| 94.4%| -0.4%|| MEDICAL LOSS RATIO Il 93.8%|| 94.3%|| 0.6%|
(l 5.0%| 6.0%][ 1.0%|| ADMINISTRATIVE EXPENSE RATIO I 5.3%] 6.0%]| 0.7%|
KHS5/29/2018
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED APRIL 30, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,501 164,500 2,001 Family Members 661,620 655,600 6,020
59,699 58,000 1,699 Expansion Members 234,781 231,100 3,681
14,202 14,050 152 SPD Members 56,925 56,200 725
5,945 5,100 845 Other Members 23,452 20,250 3,202
8,267 7,875 392 Kaiser Members 32,643 31,350 1,293
254,614 249,525 5,089 Total Members-MCAL 1,009,421 994,500 14,921
REVENUES
121.12 124.07 (2.95) Title X1IX - Medicaid - Family and Other 120.12 124.12 (4.00)
348.64 351.60 (2.96) Title XIX - Medicaid - Expansion Members 350.53 351.62 (1.09)
765.50 772.71 (7.21) Title X1X - Medicaid - SPD Members 746.62 772.71 (26.09)
31.90 31.47 0.43 Premium - MCO Tax 31.77 31.47 0.30
2.07 1.12 0.95 Interest /Dividends 1.68 1.12 0.56
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
14.22 0.00 14.22 COB/Subrogation Collections 14.08 0.00 14.08
1.86 0.00 1.86 Rate/Income Adjustments 3.46 0.00 3.46
(1.46) 0.00 (1.46) Other Income (Expense) (0.85) 0.00 (0.85)
261.99 249.45 12.54 TOTAL REVENUES 262.15 249.61 12.55
EXPENSES
Medical Costs:
58.66 52.45 (6.21) Physician Services 57.23 52.46 4.77)
11.82 11.59 (0.23) Other Professional Services 11.95 11.48 (0.46)
21.30 17.09 (4.22) Emergency Room 19.40 17.09 (2.31)
58.05 54.79 (3.26) Inpatient 59.29 54.83 (4.47)
0.44 047 0.03 Reinsurance Expense 0.47 0.47 0.00
25.24 19.81 (5.43) Qutpatient Hospital 22.51 19.82 (2.69)
8.91 9.94 1.02 Other Medical 9.33 9.95 0.61
35.70 37.61 1.92 Pharmacy 37.34 37.65 0.31
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
(4.12) 0.00 4.12 I1BNR, Incentive, Paid Claims Adjustment (3.50) 0.00 3.50
217.99 205.74 (12.25) Total Medical Costs 216.03 205.75 (10.28)
44.01 43.71 0.29 GROSS MARGIN 46.13 43.86 2.27
Administrative:
6.85 8.29 1.44 Compensation 7.79 8.31 0.53
2.61 2.58 (0.02) Purchased Services 2.57 2.58 0.00
0.29 0.42 0.13 Supplies 0.20 0.42 0.22
0.53 0.55 0.02 Depreciation 0.53 0.54 0.02
1.16 1.20 0.04 Other Administrative Expenses 1.09 1.22 0.14
11.44 13.03 1.60 Total Administrative Expenses 12.17 13.07 0.90
(I 229.43 | 218.77 || (10.65)] TOTAL EXPENSES I 228.20 | 218.82 | (9.37)]
(l 3257 30.68 | 1.89 || OPERATING INCOME (LOSS) BEFORE TAX I 33.95 | 30.78 3.17]
( 31.05 || 31.47 | 0.42 | MCO TAX | 3119 | 3147 0.29 |
( 1.51 0.79) 2.31 | OPERATING INCOME (LOSS) NET OF TAX I 277 ] {0.69)] 3.46 |
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.55 (1.38) (1.93) Health Home 0.90 (5.52) (6.42)
0.55 (1.38) (1.93) TOTAL NONOPERATING REVENUES (EXPENSES) 0.90 (5.52) (6.42)
( 0.95 217 312 NETINCREASE (DECREASE) IN NET POSITION || 1.83 | 2.07) 3.91]
[ 94.7%|| 94.4%|| -0.4%|| MEDICAL LOSS RATIO I 93.8%] 94.3%| 0.6%||
( 5.0%]| 6.0%| 1.0%][ ADMINISTRATIVE EXPENSE RATIO I 5.3%)| 6.0%)| 0.7%)|
KHS5/29/2018
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH APRIL DATE
THROUGH APRIL 30, 2018 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 2,795,669 3,032,803 11,492,107
Referral Specialty Services 9,240,467 8,846,562 10,522,041 9.730.130 38,339,200
Urgenl Care & After Hours Advise 1,069,333 1,008,534 2,281,593 1,678,588 6,038,048
Hospital Admitting Team 9,300 8,400 9,300 9,000 36,000
TOTAL PHYSICIAN SERVICES 13,239,777, 12,606,454] 15,608,603 14,450,521 55,905,355|
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 251,973 228,790 971,998
310 - Health Services - Utilization Ma t - UM Allocation * 761,074 704,252 799,729 642,963 2,908,018
311 - Health Services - Quality Improvement - UM Allocation * 118.821 107,550 123,692 89,357 439,420
312 - Health Services - Education - UM Allocation * 76,022 65,961 79.421 70,442 291,846
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 103,112 80,930 366,539
314 - Health Homes - UM Allocation * 44,203 41,266 48,457 41,054 174,980
616 - Disease Ma t- UM Allocation * 56,128 59,793 70,852 54,370 241,143
Behavior Health Treatment 488,079 385,879 454,810 490,975 1,819,743
Mental Health Services 63,645 122,453 96,062 319,743 601,903
Other Professional Services 1,027,749 965,677 968,482 892,942 3,854,850
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 2,996,590 2,911,566 11,670,441
EMERGENCY ROOM 4,269,344 4,171,278 5.259,525" 5,247,777 18,947,924
INPATIENT HOSPITAL 13,588,711 13,055,324 16,973,565" 14,300,202 57,917,802
REINSURANCE EXPENSE PREMIUM 113,536 117,345 118,427 107,531 456,839
OUTPATIENT HOSPITAL SERVICES 5,307,045)| 5,138,504 5,322,082] 6,217,088 21,984,719
OTHER MEDICAL
Ambulance 338,351 352,496 350,066 327,106 1,368,019
Home Health Services & CBAS 387,076 354,315 265,517 292,019 1,298,927
Utilization and Quality Review Expenses 284,192 42,175 226,751 159,266 712,384
Long Term/SNF/Hospice 999,658 777,625 923,259 686,826 3,387,368
Enhanced Medical Benefits - 9,604 - - 9,604
Non-Medical Transportation 413,329 387,049 811,267 730,215 2,341,860
TOTAL OTHER MEDICAL 2,422,606 1,923,264 2,576,860 2,195,432 9,118,162
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 8,276,129 7,813,536 32,156,223
RX - HEP-C 729,042 557,006 600,369 500,230 2,386,647
Rx - DME 620,941 570,130 608,997 643,269 2,443,337
RX - Pharmacy Rebates {116,000) (116,000) (116,000) (163,400) (511,400)
TOTAL PHARMACY SERVICES 9.767,063 8,544,614 9,369,495 8,793,635 36,474,807
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 489,882 492,694 1,953,556
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427), (81,180) 18,265 (1,015,946) (3,417,288)
Total Medical Costs 49,826,819 48,751,703 58,733,294 53,700,500 211,012,316
KHS5/29/2018 Page 9
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY (| FEBRUARY MARCH DATE
THROUGH APRIL 30,2018 2018 2018 2018 APRIL 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.41 12.31 11.77
Referral Specialty Services 38.23 36.28 42.96 39.50 39.25
Urgent Care & After Hours Advise 4.42 4.14 9.31 6.8] 6.18
Hospital Admitting Team 0.04 0.03 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 63.72 58.66 57.23
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.03 0.93 1.00
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.26 2.61 2.98
311 - Health Services - Quality lmprovement - UM Allocation * 0.49 0.44 0.50 0.36 0.45
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.32 0.29 0.30
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.42 0.33 0.38
314 - Health Homes - UM Allocation * 0.18 0.17 0.20 0.17 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.29 0.22 0.25
Bcehavior Health Treatinent 2.02 1.58 1.86 1.99 1.86
Mental Health Services 0.26 0.50 0.39 1.30 0.62
Other Professional Services 4.25 3.96 3.95 3.62 3.95
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 12.23 11.82 11.95
EMERGENCY ROOM 17.67 17.11 21.47 21.30 19.40
INPATIENT HOSPITAL 56.23 53.55 69.30 58.05 59.29
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48 0.44 0.47
OUTPATIENT HOSPITAL SERVICES 21.96 21.08], 2173 25.24 22.51
OTHER MEDICAL
Ambulance 1.40 1.45 1.43 133 1.40
Home Health Services & CBAS 1.60 1.45 1.08 1.19 1.33
Utilization and Quality Review Expenses 1.18 0.17 0.93 0.65 0.73
Long Term/SNF/Hospice 4.14 3.19 3.77 2,79 3.47
Enhanced Medical Benefits 0.00 0.04 0.00 0 0.01
Non-Medical Transportation 1.71 1.59 3.31 2.96 2.40
TOTAL OTHER MEDICAL 10.02 7.89 10.52 8.91 9.33
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.79 31.72 32.92
RX - HEP-C 3.02 2.28 2.45 2.03 2.44
Rx - DME 2.57 2.34 2.49 2.61 2.50
RX - Pharmacy Rebates (0.48) (0.48) (0.47) (0.66) (0.52)
TOTAL PHARMACY SERVICES 40.41 35.05 38.25 35.70 37.34
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68) (0.33), 0.07 (4.12) (3.50)
Total Medical Costs 206.17 199.96|| 239.79 217.99 216.03
KHS5/29/2018 Page 10
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF APRIL 30, 2018

KHS Finance Committee Meeting, June 8, 2018

ASSETS APRIL 2018 MARCH 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents 1,449,702 | $ 1,444,298 5,404
Interest Receivable 1,740 5,221 (3,481)
Prepaid Expenses & Other Current Assets 1,667 2,500 (833)
TOTAL CURRENT ASSETS 1,453,109 | § 1,452,019 | $ 1,090
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,937 11,754 183
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES 365,786 | $ 365,603 | $ 183
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 6,296 5,389 907
Total Net Position 1,087,323 | § 1,086,416 | $ 907
TOTAL LIABILITIES AND NET POSITION 1,453,109 | $ 1,452,019 | $ 1,090
KHS5/29/2018
Management Use Only Page 13
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CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET POSITION
FOR THE MONTH ENDED APRIL 30, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

- | =]

Members

] 5

-]

REVENUES
- - - Premium - - -
1,740 E 1,740 Interest 6,961 : 6,961
- - - Other Investment Income 2,668 - 2,668
1,740 - 1,740 TOTAL REVENUES 9,629 - 9,629
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
I 1,740 || -1 1,740 || GROSS MARGIN | 9,629 | -1 9,629 |
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 3,333 - (3,333)
833 - (833) Total Administrative Expenses 3,333 - (3,333)
( 833 | - (833)]| TOTAL EXPENSES I 3,333 ] - (3,333)||
I 907 || -0 907 || OPERATING INCOME (LOSS) I 6,296 || - 6,296 ||
I - -l - TOTAL NONOPERATING REVENUE (EXPENSES) || - - -
I 907 || -l 907] NET INCREASE (DECREASE) INNET POSITION || 6,296 |[ -l 6,296 ||
(l 0%|| 0% 0% MEDICAL LOSS RATIO Il 0% 0% 0%
[l 48%|| 0% -48%|| ADMINISTRATIVE EXPENSE RATIO I 35%]| 0% -35%||
KHS5/29/2018
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