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AGENDA 

FINANCE COMMITTEE MEETING 

KERN HEALTH SYSTEMS 
5701 Truxtun Avenue, Suite 201 

Bakersfield, California 93309 

Friday, June 8, 2018

8:00 A.M. 

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 

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. 
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Agenda Page 2 
Finance Committee Meeting 6/8/2018 
Kern Health Systems 

PUBLIC PRESENTATIONS 

1) 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 

2) 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))

CA-3) Minutes for KHS Finance Committee meeting on April 6, 2018 - 
APPROVE  

4) 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

5) 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

6) 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

7) 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
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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 

PUBLIC PRESENTATIONS 

1) 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 

2) 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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SUMMARY Page 2 
Finance Committee Meeting 4/6/2018 
Kern Health Systems 

CA-3) Minutes for KHS Finance Committee meeting on February 2, 2018 - 
APPROVED  
Rhoades-McGlew: 4 Ayes; 1 Absent - Casas 

4) 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

5) 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

4) 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

7) 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

8) 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

9) 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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SUMMARY Page 3 
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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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: 

 Preservation of principal

 Liquidity

 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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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 enrollment.  

 Maintain the current Guardian Vision plan. The monthly cost if enrollment 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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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: 

 Crime

 Property

 Liability

 Excess Liability

 Workers’ Compensation

 Fiduciary Liability

 Excess Cyber

 Managed Care Errors and Omissions Liability Insurance

 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.  

 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)

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

 Term:  July 1, 2017 through June 30, 2019

 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.

 Limit per Occurrence:  $10,000,000

 Deductible:  $2,500

 Annual Premium:  $9,355.  Prior year premium was $9,355.

No claims were filed last year. 

KHS Finance Committee Meeting, June 8, 2018

45 / 160



 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. 

 Rating: SDRMA confidence level rating of 95%

 Term: July 1, 2018 through June 30, 2019

 Property Coverage:  This policy insures against losses from property

damage

 Limit per Occurrence: $1,000,000,000 repair or replacement cost

- Business Income - $100,000,000

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

 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.

 Limit of liability per occurrence or wrongful act $10,000,000 except

$5,000,000 for Sexual Abuse or Molestation Coverage.

 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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 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 (1st $5m) and Great American

Assurance Company (2nd $10m)

 Rating: Carrier Hallmark Specialty Insurance Company has a  A-

(Excellent) Financial Category: VIII ($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. 

 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. 

 Hudson Insurance Company

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

 Term:  August 1, 2018 through August 1, 2019

 Limit per occurrence:  $2,000,000

 Aggregate: $2,000,000 

 Self-Insured Retention: $0 Non-indemnifiable losses $25,000 All other losses

 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. 

 AXIS Insurance Company

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

 Term:  July 1, 2018 through June 30, 2019

 Limit per incident:  $3,000,000

 Aggregate: $3,000,000 

 Self-Insured Retention:  Primary coverage within the SDRMA Program

 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. 

 Lexington Insurance Company

 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. 

 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 

 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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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.  I 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. 

KHS Finance Committee Meeting, June 8, 2018

51 / 160



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:
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Claims Mailroom/OCR Selection Grid
Service SmartData Solutions (Scored 20) Stria (Scored 30)

Mailroom Functions Mail received locally, forward to off
site mailroom in Minnesota. 90%
of OCR work off shore.  Increase
KHS staffing by 2 FTEs. (Score=1)

All functions remain local in
Bakersfield for easy access.  No off
shore work.  No additional KHS 
staffing needed. (Score=5)

Convert Paper claims into a digital 
format, images and data

Large insurance Company clients
(Score=4)

Proven track record with KHS gives
a slight edge in scoring. (Score=5)  

Manual handling and data entry 
of non-OCR capable claims.

Yes (Score=3) Yes (Score=3)

Meet time and date sensitive
deadlines

Yes (Score=4) Yes-Local access (Score=5)

Ability to differentiate Disputes
from original claims

Yes (Score=4) Yes (Score=4)

Local storage of hard copy 
disputes 6 months, Grievance file
scanning, and retrieval 2 years.

No (Score=0) Yes (Score=4)

COST $372,800.00 Yr 1
$363,800.00 Yr 2
$363,800.00 Yr 3
$1,141,800.00 Total
(Score=4)

$368,020.00 Yr 1
$379,060,60 Yr 2
$390,432.42 Yr 3
$1,137,513.02 Total
(Score=4)
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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.
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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.
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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.  I 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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Medical Transportation (NEMT & NMT)

Additional Funding Request
June 8, 2018

1
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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.

• 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.

• As reported 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.

2
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KHS Transportation Update

Operational Statistics KHS Pre July 

Experience

Projected 25% 

Growth of 

Benefit

Q3 17 
Utilization

Q4 17

Utilization

Q1 2018 

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

NMT 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

3
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Utilization & ALC Administrative Expense

Operational Statistics KHS Pre July 

Experience

Projected 25% 

Growth of 

Benefit

Q3 17 
Utilization

Q4 17

Utilization

Q1 2018 

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

NMT 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

Administrative Cost 
(Projected Budget and Actual)

$75,840 $120,768 $287,530 $432,261

4
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Good News-Medical Impact
• 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:

5

Medical Category Pre Transportation
(Utilization/1,000)

Post Transportation
(Utilization/1,000)

Change
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
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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

6
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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:

7

Q3
2017

Q4
2017

Q1
2018

Q2*
2018

Q3*
2018

Q4*
2018

Q1*
2019

Contract
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 $730,521 $949,677 $1,234,580 $4,317,276

Board 
Funding vs
Actual
($606,720)

$120,768 $408,298 $840,559
exceeded
approved
funding

$606,720

Additional
Funding 
Needed

$3,710,556

*Future Projections-rides and corresponding ALC administrative expense
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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.

8
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Board Request

• 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.

9

KHS Finance Committee Meeting, June 8, 2018

72 / 160



KHS Finance Committee Meeting, June 8, 2018

73 / 160



KHS Finance Committee Meeting, June 8, 2018

74 / 160



KHS Finance Committee Meeting, June 8, 2018

75 / 160



KHS Finance Committee Meeting, June 8, 2018

76 / 160



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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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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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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