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AGENDA 

FINANCE COMMITTEE MEETING 

KERN HEALTH SYSTEMS 
5701 Truxtun Avenue, Suite 201 

Bakersfield, California 93309 

Friday, August 3, 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 8/3/2018 
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 June 8, 2018 - 
APPROVE  

4) Report on KHS investment portfolio for the second quarter ending June 30, 2018
(Fiscal Impact: None) –
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

5) Proposed modification to Policy 8.11-1 Acquisitions and Payment of Expenditures
and Policy 100.12-I Contracting Policy (Fiscal Impact: None) –
APPROVE POLICY REVISIONS; REFER TO KHS BOARD OF DIRECTORS

6) Proposed Amendment to Professional Services Agreement with Payspan, Inc., for
provider payment services from August 20, 2018 through August 20, 2021, in an
amount not to exceed $240,000.00 per year (Fiscal Impact: $240,000.00 per year
Estimated; Budgeted) –
APPROVE; REFER TO KHS BOARD OF DIRECTORS

7) Proposed Agreement with Coffey Communications, for the development, printing
and mailing of the member newsletter in English and Spanish from August 26, 2018
through August 26, 2019, in an amount not to exceed $119,483.00 per one year
(Fiscal Impact: $119,483.00 per one year; Budgeted) –
APPROVE; REFER TO KHS BOARD OF DIRECTORS
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Agenda Page 3 
Finance Committee Meeting 8/3/2018 
Kern Health Systems 

8) Proposed Amendment with Cognizant, for Provider Contract Modeling & Pricing
tool from August 9, 2018 through August 9, 2023, in an amount not to exceed
$1,489,162.00 per five years (Fiscal Impact: $1,489,162.00 per five years;
Budgeted) –
APPROVE; REFER TO KHS BOARD OF DIRECTORS

9) Proposed Agreement with CDW-G, for the purchase of a Backup and Recovery
Solution from August 9, 2018 through August 9, 2021, in an amount not to exceed
$559,174.00 per three years (Fiscal Impact: $559,174.00 per three years;
Budgeted) –
APPROVE; REFER TO KHS BOARD OF DIRECTORS

10) Unusual travel request for Kern Health Systems Senior Network Systems
Administrator to attend the Microsoft Ignite Conference in Orlando, Florida, from
September 23, 2018 through September 28, 2018 in  an amount not to exceed
$4,771.00 (Fiscal Impact: $4,771.00; Budgeted) –
APPROVE; REFER TO KHS BOARD OF DIRECTORS

11) Report on Kern Health Systems financial statements for May 2018 and June 2018
(Fiscal Impact: None) –
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

12) 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 May 2018 and June  2018 (Fiscal Impact: None) –
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

ADJOURN TO FRIDAY, OCTOBER 5, 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, June 8, 2018

8:00 A.M. 

COMMITTEE RECONVENED AT 8:00 A.M. 

Members present: Deats, McGlew, Rhoades 

Members absent: Casas, Melendez 

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

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

CA-3) Minutes for KHS Finance Committee meeting on April 6, 2018 - 
APPROVED 
McGlew-Rhoades: 3 Ayes; 2 Absent – Casas, Melendez 

4) Report on KHS investment portfolio for the first quarter ending March 31, 2018
(Fiscal Impact: None) –
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Rhoades: 3 Ayes; 2 Absent – Casas, Melendez

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) –
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 3 Ayes; 2 Absent – Casas, Melendez

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) –
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Rhoades: 3 Ayes; 2 Absent – Casas, Melendez

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) –
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Rhoades: 3 Ayes; 2 Absent – Casas, Melendez

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) –
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 3 Ayes; 2 Absent – Casas, Melendez
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SUMMARY Page 3 
Finance Committee Meeting 6/8/2018 
Kern Health Systems 

9) Report on Kern Health Systems financial statements for February 2018, March
2018 and April 2018 (Fiscal Impact: None) –
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 3 Ayes; 2 Absent – Casas, Melendez

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) –

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 3 Ayes; 2 Absent – Casas, Melendez

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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To:   KHS Finance Committee 

From:  Robert Landis, CFO 

Date:  August 3, 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:  Alonso Hurtado, Director of Procurement and Facilities 

Date:  August 3, 2018 

Re: Contracts Policy and Acquisitions and Payment of Expenditures Policy Change 

Request

Background 

The Contracting Policy for Administrative Contracts (“Contracts Policy”) and the Acquisitions and 

Payment of Expenditures Policies cover the Request for Proposal process for administrative 

contracts and purchases. These policies cover the requirements that trigger the initiation of an RFP 

process. KHS is seeking approval for changes pertaining to the RFP process, sole source 

justification, RFP dollar limits and reference of the RFP process in the Acquisition and Payment of

Expenditures Policy.  

Discussion 

In an effort to streamline processes and procedures for Management, Senior Management is

proposing a change to the Contracts Policy to allow KHS to execute a one (1) time renewal contract

with an incumbent vendor that was selected as a result of an RFP process. This renewal will be 

approved by Legal and is limited to a maximum renewal period of one (1) three (3) year term. In

addition to this change, KHS is seeking to raise the limit for an RFP process from $50,000 to 

$100,000. Proposed language has been reviewed and approval by Legal and its currently being used 

by the County under their Purchasing Policy. This change will allow purchasing staff to focus their 

time on higher level risk contracts. (See attached redlines to Contracting Policy 100.12-I and 

Acquisitions and Payment of Expenditures Policy 8.11-I) 

An estimate of the number of staff hours to prepare an RFP process varies greatly based on the 

complexity and the staff involved. Generally, this process can include Administrative Staff, Project

Managers, Purchasing Staff and Senior Management. This change and increase in the RFP limit will 

eliminate redundancy for repetitive contracts.  

Requested Action 

Approve the change on the Contracts Policy to allow a one-time renewal option not to exceed a three 

year term with vendors that were selected as a result of an RFP process, addition of sole source 

justification language, and raising the dollar value for an RFP process from $50,000 to $100,000;

Refer to KHS Board of Directors. 
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1
Kern Health Systems
Policy 8.11-I Acquisitions and Payment of Expenditures
Revised 07/20184/2016 

KERN HEALTH SYSTEMS 

POLICY AND PROCEDURES
SUBJECT:  Acquisitions and Payment of Expenditures POLICY #:  8.11-I

DEPARTMENT:  Finance  

Effective Date: 

03/2006

Review/Revised Date: 

08/18/2016 

DMHC PAC

DHCS QI/UM COMMITTEE 

BOD FINANCE COMMITTEE 

______________________________________ Date ________________________________
Douglas A. Hayward 
Chief Executive Officer

      _______________________________________ Date ________________________________
Chief Financial Officer

_______________________________________     Date ________________________________
Chief Operating Officer 

_______________________________________ Date ________________________________
Controller

_______________________________________     Date ________________________________
Director of Compliance and Regulatory Affairs

________________________________________     Date _______________________________ 
Director of Procurement and Facilities

POLICY: 
Kern Health Systems (KHS) is a public agency and as such complies with the rules and regulations
contained in the California Government Code Section 6250 et. Seq.  In addition, KHS complies with 
purchasing authority granted by the KHS Governing Board.  KHS’ purchasing policy and procedure
adheres to “best purchasing practices” that provide for effective and expedient procurement of goods
and services necessary to support Kern Health’ Systems operational needs and budgetary controls,
while ensuring that company resources are protected and maximized.  The policy promotes
disclosures of conflict of interest and compliance with statutory regulations whenever applicable.
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Kern Health Systems
Policy 8.11-I Acquisitions and Payment of Expenditures
Revised 07/20184/2016 

 DEFINITIONS:  
Purchasing means buying, procuring, renting, leasing, or otherwise acquiring any materials, supplies,
services, construction, and equipment, including description of specifications and requirements,
selection and solicitation of resources, preparation, and award of contract.  Purchases are classified
into the following types or categories in order to distinguish the appropriate procedures, authorization,
and documentation for processing requisition, acquisition, and payment.

Fixed Assets Includes land, building and improvements, furniture and equipment,
computer hardware/peripheral/software, and capital leases.  Fixed
assets, except for computer software, with unit cost of less than
$1,000.00 are treated as an expense.  Computer software with unit cost
of less than $5,000.00 is treated as an expense.

Business Supplies
and Printed Forms
and Materials 

Includes all office and computer supplies and all printing and copying 
materials for business forms, handbooks and manuals, marketing and 
promotional materials and other documents.  These expenditures are 
further classified into stock items, and non-stock items, printing,
copying, and computer supplies.  Stock items are those supply items
such as letterhead and pre-printed envelopes, non-stock are those supply
items and materials that are regularly used in operations including
supplies on the standard order form.  

Services Includes the following:
 Professional services such as legal, accounting, actuarial, and

other professional consulting services 
 Maintenance service agreements for office equipment, computer

hardware and software systems, communication systems and
facility maintenance

 Utilities such as water, electricity, and telephone
 Outsource services for on-call nurse advice, nurse on-site visits,

outsourced medical management services, pharmacy claims
processing, formulary, human resources, temporary help,
mailing and reprographics, electronic billing, and media
advertising.

Other Business
Expenses

Includes recruiting, subscription journals and books, postage and
express deliveries, property and liability insurance, taxes and licenses,
membership and professional dues, Board and committee meetings, and
other miscellaneous business expenses.

PROCEDURES:  

1.0 PURCHASING PRACTICES AND STANDARDS
No purchases or expenditures shall be made or committed without required prior
authorization.  Typically, a Purchase Requisition (PR) and an attached Request for Quote
form (RFQ) (see Attachment A) will initiate a purchase.  All departments can initiate a
purchase requisition.
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The quality of goods and services to be purchased, as well as their supplier/provider, shall be
evaluated for reasonableness of warranty, durability reputation, reliability, reference and
financial stability when making selection decisions.  Upon receipt of the purchase requisition,
the Director of Procurement and Facilities and department head will determine quality 
standards. 

KHS will secure competitive pricingquotes and bids to obtain the maximum value from the
expenditures. Electronic (email/fax) solicitations may be used for purchases up to Five 
Thousand Dollars ($5,000.00). The competitive bid process for items abovebelow Five
Thousand Dollars ($5,000) will be performed by the Purchasingrequesting dDepartment.
Electronic (email/fax) solicitations may be used for purchases up to FiveTen Thousand Dollars
($510,000.00). One-time purchase of goods or services above Five Thousand Dollars ($5,000)
requires a competitive bid process that will be performed by the Purchasing Department  and
but must be documented on the bid matrix.  Actual bid, sole or single source justification
and/or cost price analysis documents are required for purchases over FiveTen Thousand
Dollars ($510,000.00).  Request for Proposal (RFP) shall be used to solicit bids for
professional services over One HundredFifty Thousand Dollars ($1050,000).  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. (See also Contracting
Policy 16.10-I Contracting Policy for Administrative Contracts for additional requirements on
sole source and RFPQ amended contracts for services).  

Pursuant to KHS Policy 10.02-I Conflict of Interest – Board Members, Subcommittee
Members, and Employees, the Director of Procurement and Facilities and any affected
employee must make a full disclosure of any potential conflicts of interest for approval by the
Chief Executive Officer and/or the Board of Directors before completing the transaction.  The
officer or the purchaser may not accept, directly or indirectly, any payments, loan services, 
travel, gifts or entertainment with a value of more than Fifty Dollars ($50.00), in any three
month period or quarter.

Purchases of services shall be in compliance with the Federal and State guidelines with regard 
to of individuals as “independent contractors”.  The determination of whether an individual is
classified as an employee or an independent contractor must occur before the work is 
commenced.  Purchasers are encouraged to actively seek out vendors who are local, small,
minority or women owned businesses.

Government rates and discounts whenever available should be sought out.  Services provided
by existing service contract providers and preferred suppliers should be monitored for
compliance with contract terms and conditions and quality of services for contract renewal
recommendation and consideration.

2.0 PURCHASING RESPONSIBILITY 
All Departments and Executives – Requisition for authorized purchases is initiated by 
submission of a Purchase Requisition (PR) with an attached Request for Quote (RFQ).
Initializing the PR will be the responsibility of each individual department in coordination with
the Purchasing Department.   Signature limits are listed in the Table in Section 3.0 below.    
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The CEO, CFO or COO shall be involved in the final selection and decision of any purchase
of goods or services with a value of Five Thousand Dollars ($5,000.00) or more.  Every
attempt will be made to execute contractual agreements on standard KHS Purchase Orders or
Purchase Service Agreements (See Attachment D).  In the event that a contractual agreement
is drafted with non-standard contractual language, the contract must be approved by legal
counsel prior to execution by KHS management or Board.(make sure part of contracting 
policy)  All contractual agreements, excluding Purchase Orders, in amounts greater than
$30,000, must be (approved by – remove) reported to the Board of Directors per Contracting 
Policy 16.10-I Contracting Policy for Administrative Contracts.         

3.0 PURCHASE AUTHORIZATION LIMITS

Approved Budgeted and Expense Reserve Fund Items 
Department Manager/Supervisor $  500.00
Department Director/Controller $1,000.00
Director of Procurement and Facilities $2,500.00
Department Executive Officer $5,000.00
Chief Executive Officer, Chief Operating Officer
and/or Chief Financial Officer

Over  $5,000.00

4.0 REQUISITIONS, AUTHORIZATION, AND PAYMENT FORMS
A. Request for Quote Form (RFQ) – (See Attachment A).  This form is an internal form

used to describe the details of a purchase.  This form gives the Purchasing Department
the necessary information needed to proceed with obtaining bids from qualified
vendors.  Upon receipt of at least three (3) competitive bids, the Director of
Procurement and Facilities or their assigned shall create a bid decision matrix, 
indicating the vendor name, bid/quote, and any pertinent decision making criteria
necessary to evaluate the bids.  A summary of the results and the final compelling
decision must accompany the matrix.  If a vendor who was not the low bidder is
selected, the decision must be clearly indicated in the summary. 

B. Request for Proposal Form (RFP) – (See attachment B).  This form is used to solicit
proposals for professional services over $100,000.50,000.  Upon receipt of the RFP
proposals, requestor shall create a proposal decision matrix, indicating the vendor 
name, bid/quote, and any pertinent decision making criteria necessary to evaluate the 
bids.  A summary of the results and the final compelling decision must accompany the
matrix.  If a vendor who was not the low bidder is selected, the decision must be
clearly indicated in the summary. For amendments to contracts involving an RFP see
Contracting policy 16.10-I Contracting Policy for Administrative Contracts. 

C. Check Request Form (CR) – (See Attachment C).  A Check Request form documents 
that the Accounting Department has reviewed the invoice presented for payment and
all the documentation supporting that invoice is authorized by the fully executed PO.
Upon completion, the CR documents that payment for the invoice is authorized and
how the purchase will be recorded in the accounting records. 

Other forms such as the Purchase Requisition (PR), Purchase Order, (PO), and receipts are
created internally by the purchasing workflow.
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5.0 REQUISITIONING
Employee completes a Purchase Requisition (PR) via the purchasing workflow system.  The 
completed requisition should clearly state the cost center, GL, proposed vendor, cost, quote
details (if known), estimated date required and will contain, as an attachment to the PR, an
RFQ and in cases where an RFP was performed, any supporting documentation referred to in
Section 4.  Special instructions should likewise be stated in the comments field.  Other 
available supporting documentation or materials should also be attached.  The source for
estimating the cost whenever applicable or necessary should be stated on the requisition form. 

The completed requisition is submitted for approval through the purchasing system.  The PR 
is sent to the Purchasing Department via the purchasing system where it is reviewed for price
and vendor selection any documentation including RFP or RFQ is attached to the PR.  The 
PR is then routed to the cost center’s manager for approval following the purchase
authorization limits hierarchy as shown in Section 3 of this policy.  Upon the PR’s approval
by the highest level authority a PO is generated.   

A copy of the completed requisition is maintained in the purchasing system.

6.0   PURCHASING 
Upon receipt of the approved Purchase Requisition, the Director of Procurement and Facilities
or their assigned will use the purchasing workflow to create a Purchase Order (PO) to acquire
the needed goods or services in accordance with the standards and practices in Section 1 of
this policy.    The PO will include any additional or specific instructions from the requisition 
and GL account information.  The Director of Procurement and Facilities or their assigned
will ensure that all supporting documentation is attached to the PO within the workflow
documents section of the purchasing workflow.

The Director of Procurement and Facilities is responsible for submitting the original completed 
and fully authorized PO to the vendor. The accounts payable staff monitors the status of the 
PO through completion by payment in the accounting purchasing system.  

7.0 RECEIVING
Three different methods may be used to document the receipt of a purchase.  These methods
ensure that the benefit of a purchase was received by KHS as opposed to another party.

7.1 Goods 
The Operations Clerk is responsible for handling each shipment received by KHS.  For 
all goods except for fixed assets, the clerk counts and inspects the goods against the
original packing list accompanying the shipment.  Discrepancies between the packing
list and items received are noted and initialed by the clerk.  If the clerk is unable to 
reconcile the merchandise with the packing slip, the requisitioning department will be
called upon to verify the contents of the shipment. Upon completion, the clerk will sign
and date the bottom of the packing list and forward the original to the Accounting 
Department.  The clerk will maintain a copy for the receiving files.  If no packing list 
arrives with the merchandise, the clerk will fill out a substitute receiving form, sign
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and date the bottom, and will forward to the Accounting Department.  The operations 
clerk also logs each receipt in the Delivery Log file which is located on the shared 
intranet S:// drive.  Upon receipt of the packing list the Accounting Department date
stamps the receiving documents.  When the goods are received by the requesting
employee and/or Department Manager/Supervisor, the items should be verified against
their copy of the requisition.  Any discrepancies will be noted on the copy and the
responsible purchaser notified.  It is the responsibility of the Purchasing Department
to rectify the discrepancies with the vendor.   

7.2 Fixed Assets
If the goods received are fixed assets such as furniture and equipment, in addition to
the receiving clerk a representative from the Accounting Department will be notified 
and will be present when the items are received in order to assign an inventory control

number for inventory purposes.  In the event that the item(s) is IT equipment, a
representative from the IT Department will also be present to verify that the proper 
equipment has been received. 

7.3 Services
The receipt of services is documented by either a performance of service document
from the vendor signed by a KHS employee or the verification by the Department
Manager by signoff of the actual invoice.   

8.0 PAYMENT OF THE ACQUISITION
 All vendors are directed to submit invoices directly to the Accounting Department. 

Within ten (10) business days of receipt of a vendor invoice, the designated Accounting Clerk
(Clerk) will match the invoice with the receiving documents and completed and authorized PO
or Blanket PO.   The matching process includes verification of vendor information and
verification that the number of items purchased and the dollar amount on the PO and receiving
documents match.

If an invoice exceeds the Purchase Order by more than 10%, the Accounting Clerk will contact
the Department Manager and/or Director of Procurement and Facilities to resolve the 
discrepancy. This 10% should not surpass the pre-established limits for purchases and
contracts. If a contract or purchase exceeds the limits for Board of Directors approval they will
be required to be presented to the Board of Directors for retroactive approval. If additional
dollars need to be authorized, the department will issue a PR for the additional amount and the
PR will continue through the regular accounting purchasing workflow authorization process.  

Any purchases not appropriately documented are forwarded to the Controller or their assigned 
for resolution.

 The table below outlines the steps followed during the payment process. 

Step 1 The A/P Clerk initiates a Check Request (CR) for all appropriately documented
purchases.  (See Attachment C).  The Clerk records the following information:
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A. CR number 
B. Line of Business
C. Payee name and address
D. Amount 
E. Date: date CR was created 
F. Vendor number
G. Invoice number
H. Due date 
I. Prepared by 

Step 2 The Clerk documents the mathematical accuracy of the invoice.    If the invoice
is inaccurate, it is taken to the Accounting Manager for resolution.

Step 3 The Clerk completes the appropriate general ledger distribution information.

Step 4 The completed CR is forwarded to the Controller or assigned for approval.
Upon his/her approval, the Accounts Payable clerk can then enter the invoice
into the accounting system for payment processing.  

Payment of invoices will follow best practices for payment of invoice.  The Clerk will pay 
within terms of the invoice and will make every effort to take advantage of allowable discounts. 

Where possible, arrangements are made for the vendor to bill KHS via an invoice after the
goods/services are received.  If this is not possible, a check is processed based on the purchase
authorization alone.  After check processing, Accounting Staff will not file the CR until the
invoice/receipt is received.  That invoice/receipt is then reconciled to the authorized purchase
order. 

ATTACHMENTS:
 Attachment A  Request for Quote (RFQ)
 Attachment B  Request for Proposal (RFP)
 Attachment C Check Request (CR)
 Attachment D Currently approved Professional Services Agreement Contract.

REFERENCE:
_______________________ 
Revision 2018-07:  Policy updated by Finance and Corporate Services.  Revision 2016-04:  Policy reviewed by 
Director of Procurement and Facilities.  Titles updated, dollar amount corrected to reflect RFP. Revision 2014-08:  
Update limit for Board of Directors approval to $30,000.00.  Revision 2012-12:  Revisions provided by KHS Chief
Financial Officer.  Contractual agreements will be made on standard KHS Purchase Orders or Purchase Service
Agreements whenever possible.  If the contractual agreements is drafted with non-standard contractual language it must 
be approved by legal counsel prior to execution by KHS management or Board.  New Attachment D that contains PSA
and BAA.   Revision 2011-12:  Revised by Purchasing Manager.   Revision 2011-10:  Major revision provided by 
Controller and Purchasing and Facilities Manager.  Revision 2006-09:  New policy created per management request.  
This policy will replace policies that were previously maintained by the Accounting Department. 
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KERN HEALTH SYSTEMS 

POLICY AND PROCEDURES
SUBJECT:  Contracting Policy for Administrative Contracts POLICY #:  100.12-I

DEPARTMENT:  Corporate ServicesAdministration 

Effective Date: 

01/2010

Review/Revised Date: 

05/04/2016 

DMHC PAC

DHCS QI/UM COMMITTEE 

BOD X FINANCE COMMITTEE 

______________________________________ Date ________________________________
Douglas A. Hayward 
Chief Executive Officer

_______________________________________ Date ________________________________
Chief Financial Officer 

_______________________________________     Date ________________________________
Chief Operating Officer

_______________________________________ Date ________________________________
Controller

_______________________________________     Date ________________________________
Chief Information Officer

_______________________________________     Date ________________________________ 
Director of Compliance and Regulatory Affairs  

_______________________________________     Date ________________________________ 
Director of Procurement and Facilities

      

POLICY:  
The Kern Health Systems Director of Procurement and Facilities shall manage and administer all
administrative contracts according to the provisions of this Policy to ensure payment and performance
by the parties according to the terms of the contracts and the requirements of all regulatory agencies.
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DEFINITIONS:

Administrative
Contracts 

Administrative Contracts are all contracts other than provider agreements.

Central
Compliance 
Document 

The document that verifies compliance with this Policy. 

Contract
Manager 

A management level employee, reporting to the Chief Financial Officer,
responsible for contract administration.

Contracts
Committee 

A committee comprised of the Director of Procurement and Facilities  and
members of the KHS staff as assigned by the Chief Executive Officer.

Internal
Reporting
Requirement

The interval of time (monthly, quarterly, semi-annually, or annually) assigned
by the Chief Financial Officer.

PROCEDURES:  

1.0    CONTRACT INITIATION  
To initiate consideration of a new contract, purchase, or toan amendment to extend the terms 
of an existing contract, the Contract Owner must submit a Specifications Sheet (Spec Sheet)
identifying a requirement. After vendor selection, a Purchase Requisition (PR) will be entered 
in Accpac along with a copy of the approved contractand attach a specifications sheet or
previous contract if applicable.  Hardware, software, and maintenance warranties will be 
processed as a PR (See Attachment B). For any contracts of purchases above $5,000,   Tthe
Contract Owner will provide a completedsigned Agreement-At-A-Glance (AAAG) to the
Director of Procurement and Facilities.  For contracts requiring approval by the committee,
executives or KHS’ board of directions the contract owner should provide the PR two months 
in advance. The Director of Procurement and Facilities   shall present to the Contracts 
Committee a Contract Review Packet. The Contract Owner or a representative must be present
during the Contracts Committee meeting to answer any questions pertaining to the contract.
The presented completed Contract Packet will that includes all the following and a completed
Agreement at a Glance form: 
a. A concise statement of the reason for the new contract or amendment;
b. A written justification for the recommended vendor or contractor that addresses price,

KHS requirements, anticipated usage and any other information the Director of
Procurement and Facilities  believes is relevant;

c. If competitive bids were considered for the contract, copies of all bids received, along with
a bid matrix and vendor selection justification.  (See Acquisitions and Payment of
Expenditures Policy #8.11-1).  Sole source bids may be considered in certain
circumstances.  (See section 2.0 of this policy)

d. If the contract is intended to assist in the administration of a Project, a copy of the Project
budget and a summary of the Project contractor’s duties;
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e. A copy of the proposed contract or amendment;
f. The Director of Procurement and Facilities  recommendation regarding the proposed

contract or amendment;
g. A completed Agreement at a Glance form requiring the signatures of the Chief Financial

Officer, the Chief Operating Officer, Director of Compliance and Regulatory Affairs and
confirmation that legal counsel has reviewed the contract before the contract may be
approved;

h. An Agreement at a Glance form and bid matrix will be presented to the KHS Board of 

Directors. (See Attachment A).
i. A statement or approval from the Chief Financial Officer or Controller as to whether funds

for the contract are included in the current budget.

Every contract shall include a detailed scope of services to be provided, the contractor’s
performance obligations, a payment cap on maximum KHS exposure, a provision authorizing
termination without cause when applicable, the contractor’s commitment to comply with all
KHS policies regarding reimbursement for travel business expenses.  

2.0   SOLE SOURCE CONTRACTS
Sole Source Acquisition (Exception to Bid) may be considered if the competitive process 
cannot be used to procure services or the Purchasing Department feels that such a process
would not be appropriate or in KHS’ best interest., a sole source acquisition will be performed.
Discretion for best interest resides with the CEO and it is presented to the Board of Directors 
based on the Acquisition limits in this policy and Policy 8.112 Acquisitions and Payment of
Expenditures.

3.0   CONTRACT AMENDMENTS 

Contracts established by means of the RFP process may have an initial term of a maximum of
three (3) years. Agreements may be renewed by written amendment for up to one (1) additional
three (3) year term. The department should work with Counsel to make the final determination
regarding any amendment extending the term based upon the scope and length of time the
service is needed by the department, the availability of other qualified providers, cost and
changes in technology.  

2.0 43.0  CONTRACT APPROVAL
After the Contracts Committee considers the Contract Review Packet, the Director of
Procurement and Facilities  shall forward the Contract Review Packet, together with its 
recommendation regarding the proposed contract or amendment, to the Director of
Compliance and Regulatory Affairs.  The Director of Compliance and Regulatory Affairs
may prepare a separate recommendation and shall return the Contract Review Packet to the
Director of Procurement and Facilities   to forward the Contract Review Packet and all
recommendations to KHS legal counsel and to the Chief Executive Officer. 

Following this review by legal counsel, the Chief Executive Officer may approve or 
disapprove the contract or amendment, provided, however, that any contract or amendment 
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with a total price (this includes tax and shipping charges) of $50,000 or more if not budgeted
and $100,000 or more if budgeted shall be first submitted to the KHS Board of Directors for
consideration. The dollar parameters will take into account any subsequent amendments that
occur and will be presented to the KHS Board of Directors prior to the execution of any
amendments if the original contract and subsequent amendment exceed the aforementioned 
approval amounts. A listing of all administrative contracts that are over $30,000 are to be
included with the monthly Chief Financial Officer Report that is presented to the Finance 
Committee and Board of Directors.  

After approval but before execution, the contract or amendment shall be submitted to the 
contractor for signature.  Upon receipt of the contract or amendment executed by the
contractor, the Chief Executive Officer may execute the contract on behalf of KHS.  Only the
Chief Executive Officer may execute a contract or amendment.  In the absence of the Chief
Executive Officer, the KHS Chairman of the Board can grant contract signature authority to
the Chief Financial Officer or Chief Operating Officer.

After the contract or amendment is executed, a copy shall be submitted to the Director of
Compliance and Regulatory Affairs who shall file it with any necessary regulatory agency.
The original will be filed in and scanned into the Alchemy and MFiles contract folder.

Corporate Services staff shall update the central contract compliance document and notify the
Contract Owner and the Accounting Department that the contract has been executed.

Once a contract is approved, Corporate Services will scan a complete copy into Alchemy and
MFiles. will file the oOriginal copy in Corporate Services.  The Director of Procurement and
Facilities  will approve the PR and Corporate Services will email the Accpac generated P.O. 
that was created as a result of the approved P.R. to the vendor.  

If the contract or amendment is denied, the Chief Executive Officer shall forward the Contract
Review Packet to the Director of Procurement and Facilities  for filing as denied.

3.0 5.0   MONITORING AND REPORTING
The Contract Owner shall monitor payments made under the contract and the parties’
performance of the contract.  Before a contract terminates, the Director of Procurement and 
Facilities  shall initiate any renewal process at least three months prior to the contract
termination date and in accordance with the requirements of the contract and this policy. It is
the Contracts Owner responsibility to provide approval for the renewal.  

 The Accounting Department shall monitor all payments and expenditures and shall account for
 expenditures from all the project budgets.  The Accounting Department shall provide monthly
 reports on project budget expenditures to the Contract Owner.

6.0   CONTRACT TERMINATION PROCESS
It is the Contract’s Owner responsibility to provide timely notice for termination of an
agreement and final approval to the Director of Procurement and Facilities. The Contracts
Coordinator will notify vendor and will begin process for contract termination. Contract Owner
will receive final notification from Contracts Coordinator after termination of agreement.  
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_______________________ 
ATTACHMENTS:
Attachment A:  Agreement At A Glance
Attachment B:  Support/Maintenance Warranties 

REFERENCE:
Revision 2018-07:  Revision 2016-04:  Request from CFO to raise contract limits from 30,000 to 50,000 if not
budgeted and 100,000 or more if budgeted shall be first submitted to KHS Board of Directors for consideration.  Titles
updated.  Revision 2015-04:  Minor revisions to correct/clarify language.  Revision 2014-11:  Language added to
clarify how to submit a request for contract to Purchasing Manager.  Revision 2014-04:  Processes reviewed by Chief
Information Officer and Purchasing Manager.  Titles updated. Revision 2013-11:  Request from KHS Controller to 
raise contract limit from $10,000 to $30,000.  Revision 2011-06:  Reassigned responsibilities from Executive
Committee to Contracts Committee and Chief Operating Offer changed to Chief Financial Officer.  Granted contract 
approval to the Chief Financial Officer and Chief Operating Officer with authority from the KHS Chairman of the Board.  
Revision 2010-03:   Created to ensure effective oversight of all administrative contracts. 
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TO:     KHS Finance Committee 

FROM:   Alan Avery, Chief Operating Officer 

DATE:  August 3, 2018 

RE:  Provider Contract Modeling & Pricing Software 

Background 

Several months ago, KHS management organized a cross functional workgroup comprised of 

Claims, Provider Relations and I.T. to identify additional software solutions to further enhance 

and expand the functionality of the core QNXT system that was implemented in 2015.   This 

project was anticipated in the 2018 budgeting process with $1,066,461 included in the capital and

expense budget to cover the projected first year expense. 

In addition to expanding the functionality and increasing the configuration flexibility of the QNXT 

system, this software is also needed in order to support Alternative Payment Methodologies 

(“APM”) which is both a regulatory requirement and a corporate strategic goal for 2018.  This

software tool will allow provider contracting to model multiple contract types for APM

relationships along with exploring various payment terms proposed by the provider or KHS.  In 

addition, the software will increase the core system flexibility by increasing the provider contract

payment methodologies from 15 payment types to 350 which is anticipated will decrease the need 

for manual pricing along with increasing claim auto adjudication.  

It is projected that the savings realized from the implementation of this software will pay for itself 

within the initial two years. 

 Requested Action 

Recommend Finance Committee approve request and refer to the KHS Board of Directors to

authorize CEO to execute contracts with Cognizant to purchase the NetworX Modeler and Pricer 

Tool for the 2018 budgeted amount of $1,066,461 with the total amount not to exceed $1,489,162 

over five years in operating and capital expenses.  
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Provider Contract Modeling
&

Pricing Tool

Presented by Alan Avery, COO

1
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Agenda

• Software Tool Purpose

• Why Product is Necessary

• Review Process

• Selection Criteria

• Vendor Recommendation

• Board Request

2
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Software Product Purpose

• Contract Modeling Tool
• Current QNXT system does not support Alternative Payment Methodologies
• Allows KHS staff to model various contract reimbursement models as part of

the negotiation process.
• Provides financial impact report for contract models
• Increases configuration flexibility
• Reduce end-to-end setup time for new or amended provider contracts
• Reduces the amount of time spent on manual testing

• Contract Pricing Tool
• Real Time integration with core claims processing system QNXT
• Increase auto adjudicated claims
• Increase auto priced claims
• Increase the amount of configurable payment methodologies from 15 to 350

payment types
• Allows flexibility to provider contract reimbursement types

3
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Why Product is Necessary

• Regulatory Requirement-KHS is required to develop Alternative
Payment Methodology contracts.  QNXT is not designed to administer
APM agreements.

• KHS Corporate Goal and Objective: As part of the three (3) year
corporate goal and objective, KHS created a strategy to implement
Alternative Payment Methodology contracts.

• KHS requires financial impact analysis on all new and amended
provider contracts.

• Increase QNXT efficiency.  To increase auto adjudication and auto
pricing of claims, the add on system will allow configuration for
operational efficiencies that are handled manually today.

4
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Workgroup Review Process

• Budgeted for a system in 2018 budget

• Organized Cross functional workgroup

• Defined internal requirements

• Reviewed commercial market solutions and peer health plans

• Documented System Benefits

• Defined Scope and Timeline

• Completed Cost Analysis

• Recommendation

5
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System Requirements

• Real time Integration with QNXT

• Expand provider contract configuration options along with reducing

overall configuration time

• Support financial modeling and financial impact  of provider

agreements

• Increase claims auto adjudication and auto pricing

6
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NetworX Modeler & Pricer Tool
Scope & Timeline

7

2018 Implementation Scope

• Model, Build, and Migrate fifteen (15) facilities contract

templates in Modeler & Pricer Tool by 12/31/2018.

2019 Implementation Scope

• Model, Build, and Migrate (190+) professional contract

templates in Modeler & Pricer Tool by 12/31/2019.

Local Initiative (LI) Health Plan References (All had favorable

response to the system)

• Cal Optima
• Health Plan San Joaquin
• LA Care- pending 2019 project
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NetworX Modeler & Pricer Tool-System Benefits

8

Benefit Description Impacted Dept. Expected Improvements

1 Integration into QNXT

Information Technology, 
Claims, Provider Relations, 
Finance

Only product that integrates with QNXT.
Sole source agreement

2 Reduced Configuration Time Information Technology

Reduce average setup time of new 
provider agreement from 6.25 hours to 
2 hours.

3 Ability to easily model provider facility contracts Information Technology
Reduce average modeling time from 40 
hours to 5 hours.

4
Ability to easily conduct contract financial impact 
analysis Provider Relations

Reduce average financial impact 
analysis from 3 hours to 1 hour.

5 Ability to reduce claim manual pricing Claims

Reduce manual pricing by  75%.  
Currently 3% of total claims are priced 
manually. 

6 Ability to reduce claim manual processing Claims
Increase claims auto adjudication 
processing by 6% to 82% overall.

7
Ability to provider quicker turnaround time for 
provider payments

Provider Relations, Claims, 
Finance Reduce average aging of claims

8 Increase efficiency for end to end contract setup time
Information Technology, 
Claims, Provider Relations

Decrease end to end setup time from 
30+ days to 2 weeks.
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Potential Savings Opportunities*

9

Department Year 1 Year 2-5

Provider Relations $     14,410 $     57,640 

IT $     91,704 $     366,816 

Claims $     685,077 $     2,740,308 

Potential Savings Opportunities $     791,191 $     3,164,764 

• The potential savings opportunities yielded from the system

benefits (from previous slide) will be realized annually and

completed within the five (5) year period.

* If the contract with Cognizant for the NetworX modeler, pricer, and
analytics tool is not approved, KHS will incur the “potential savings 
opportunities” as an expense year over year.
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5 Year Cost Analysis

10

Year 1 Year 2-5

License Fee $    503,195 $     -

Maintenance Fee $    105,675 $    422,700 

Implementation $    417,592 $     -

Training $    40,000 $     -

1ST YR Cost $    1,066,462 

2018 Capital Budget $    1,123,758 

Future Expense Budget
$    -

$     422,700 

Potential Savings Opportunities $    791,191 $    3,164,764 

5Y TCO
$  1,489,162

Estimated 5Y Savings
$  3,955,955

NET 5Y TCO
$  (2,466,793)
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Board Request
• Authorize the CEO to approve the budgeted contracts

associated to the NetworX Modeler and Pricer tool in the
amount not to exceed $1,489,162 in operating and capital
expenses associated to implementation of the new modeler
and pricer tool.

11

KHS Finance Committee Meeting, August 3, 2018

74 / 160



Questions

Please contact:

Alan Avery

661-664-5005

Alan.Avery@khs-net.com

12
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TO: KHS Finance Committee 

FROM: Richard Pruitt, Chief Information Officer 

DATE: August 3, 2018 

RE: Backup and Recovery Solution 

Background 

Several months ago, KHS management organized a workgroup comprised of several LHPC CIOs 

to identify a backup and recovery solution to further enhance and expand the functionality of the 

disaster recovery and business continuity plan.   This project was anticipated in the 2018 budgeting

process with $600,000 included in the capital and expense budget to cover the projected three year

expense. 

The backup and recovery solution will allow KHS to consolidate five (5) different backup solutions 

into one to allow for consistency and standards for securing KHS data. As part of the disaster 

recovery and business continuity plan, KHS maintains a site in Fresno that requires hardware,

software, facility costs, and internet to operate. By utilizing the new solution, KHS will be able to 

eliminate the Fresno site upon completion of migration of backups to archive to an enterprise cloud

provider as part of the IT department goals and objectives.  

It is projected that the savings realized from the implementation of the backup and recovery solution

will pay for the software over a 2 – 3 year period. 

Requested Action 

Recommend Finance Committee approve request and refer to the KHS Board of Directors to

authorize CEO to execute contracts with Rubrik to purchase a Backup and Recovery Solution for 

the 2018 budgeted amount of $600,000 not to exceed $559,174 over five years in operating and 

capital expenses.  
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Backup Software

August 2018

Richard M. Pruitt

1
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Agenda

• Purpose

• Why Replace

• Review Process

• Selection Criteria

• Vendor Recommendation

• Board Request

2
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Why Replace

• System Selected will allow KHS to retire Fresno Disaster Recovery site upon
completion of migration and move to new building.

• KHS currently uses five (5) different backup solutions to backup all KHS data. (All
data includes: i.e. member, provider, financial, claims, HR, medical, RX, and KHS
employee)

• KHS maintains a disaster recovery site for backups.

• System Selected is being purchased through local health plans like KHS through a
group purchase to leverage pricing advantages.

• System Selected offers configurable and flexible system to meet the needs of KHS’
business continuity and disaster recovery plan.

• Backup management and recovery is challenging due to having five (5) different
backup solutions depending on type of system being backed up.

3
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Review Process

• Budgeted for a system

• Defined internal requirements

• Reviewed commercial market solutions and peer health plans

• Analyzed solution independently

• Collaboration with eleven (11) local health plans to group purchase

• Created Recommendation

4
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Selection Criteria

5

Selection Matrix

Vendor Company System Technology Experience System Price Overall Ranking

1 1 1 1 1 1 1

2 1 2 2 2 2 2
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Vendor Recommendation

6

Vendor Comparison Current Solution Vendor 1 Vendor 2

Hardware $    451,000 $    225,654 $    200,000 

Software $    135,000 ** N/A $    335,985 

Year 1-3 Support $    141,000 ** $    194,580 $    135,972 

Cloud Archive/Disaster Recovery $    150,000 ** $    117,821 $    84,000 

Tax $    21,118 $    21,118 

3Y Total Cost of Ownership $    877,000 $    559,174 $    777,075 

3Y Savings $    - $  317,826 $    99,925 

• Recommendation:  KHS recommends that Vendor 1, the proposed solution be approved.

**These are costs (Sum: $426k/3 years=$142,000/year) that would apply year over year if 
new solution is not purchased
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Board Request
• Authorize the CEO to approve contracts associated to the

budgeted Backup System in the amount not to exceed
$559,174 in operating and capital expenses associated to
implementation of the replacement backup system.

7
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Questions

Please contact:

Richard M. Pruitt

661-664-5078

richard.pruitt@khs-net.com

8
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To:   KHS Finance Committee 

From: Richard Pruitt, Chief Information Officer 

Date:  August 3, 2018

Re: Travel Request for KHS Senior Network Systems Administrator to Attend Microsoft

Ignite 2018 Conference 

Background 

In an effort to effectively maintain security within KHS infrastructure and be in the forefront of what 

is next in technology and skill building across Microsoft’s technologies, it would be beneficial for

Brad DeHart, the Senior Network Systems Administrator, to attend the Microsoft Ignite 2018

conference: September 24-28 in Orlando, FL.  Mr. DeHart is a 15+ year Lead Architect in our IT 

Operations, and has not attended training within the last 7 years. After reviewing the Microsoft Ignite 

2018 agenda, the return on the investment would be a major benefit as the event aligns directly with 

the core technology running every aspect of KHS. Microsoft only schedules the Ignite Conference in 

the United States once a year; all other dates are located internationally.      

Purpose 

The Microsoft Ignite 2018 conference offers 548 sessions that will present insights on key 

technology trends in the industry, proffer IT professionals hands-on experience to enhance their 

technology skills, and elevate enterprise developers and architects looking for innovative ways to

maximize application development.  Brad plans to attend the sessions focused on security, 

automation and monitoring. The presenters at this conference are technical leaders and will provide

opportunities to connect with IT professional and technology partners who will assist in moving KHS 

business forward. All of the presentations, including the opening/closing keynote address, plan to 

offer a big-picture perspective of the direction of Microsoft Technology.  

Benefit to KHS 

Microsoft Ignite 2018 provides a leading forum for IT professionals looking to gain an in-depth 

education on Microsoft products from end user experience to the backend infrastructure, and how 

you build applications more efficiently. The Microsoft Ignite 2018 sessions will offer new insight to

leveraging threat intelligence to secure any datacenter environment, and review Windows Server and

its future direction. Additionally, as part of the conference, KHS will gain access to:  

 Microsoft Experts and Engineers.

 Interactive Digital Labs

 Product road maps, vision, and strategies

Requested Action  

Approve; Refer to KHS Board of Directors.
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To:  KHS Finance Committee   

From:   Robert Landis, CFO 

Date:   August 3, 2018 

Re:   May 2018 Financial Results

____________________________________________________________________________________________ 

The May results reflect a $208,621 Net Increase in Net Position which is a $732,301 favorable variance to the 

budget.  Listed below are the major variances for the month: 

1) Total Revenues reflect a $27.1 million favorable variance primarily due to:

A) $2.0 million favorable variance relating to Family and Other primarily due to accounting for  unbudgeted

Proposition 56 monies received on an at risk basis and offset against amounts included in item 2B below.

B) $1.5 million favorable variance relating to Expansion primarily due to higher than expected enrollment

and a lower than expected budgeted rate decrease from the State effective July 1, 2017 ($.7 million), lower

than expected Maternity revenue ($.2 million) and accounting for unbudgeted Proposition 56 monies

received on an at risk basis ($1.1 million) offset against amounts included in item 2B below. 

C) $.7 million favorable variance relating to SPD members primarily due to accounting for unbudgeted

Proposition 56 monies received on an at risk basis and offset against amounts included in item 2B below.

D) $1.3 million favorable variance in COB/Subrogation primarily due to higher than expected claim payment

recoveries from the prior year where KHS was not primary.

E) $21.5 million favorable adjustment relating to Rate/Income Adjustment primarily due to receiving

payments relating to the prior year from the State on an at risk basis (AB 85 to cost payment of $15.6

million and a Prop 56 payment of $5.2 million) offset against amounts included in item 2C below.

2) Total Medical Costs reflect a $26.9 million unfavorable variance primarily due to:

A) $1.8 million unfavorable variance in Outpatient Hospital primarily due to higher than expected

utilization.

B) $3.7 million unfavorable variance in Other Medical primarily due to accruing  for  unbudgeted

Proposition 56 expenses on an at- risk basis offset against revenue mentioned under items 1A, 1B and 1C

above.

C) $20.9 million unfavorable variance in Non-Claims Expense Adjustment due to accruing for expenses

relating to the prior year (AB 85 to cost expense of $15.6 million and a Prop 56 expense of $5.3 million)

offset against amounts included in item 1E above.

D) $1.9 million favorable IBNR adjustment from the prior year.

The May Medical Loss Ratio is 96.3% which is unfavorable to the 94.4% budgeted amount. The May 

Administrative Expense Ratio is 3.8% which is favorable to the 6.0% budgeted amount. 

The results for the 5 months ended May 31, 2018 reflects a Net Increase in Net Position of $1,999,834. This is a 

$4,520,528 favorable variance to budget and includes approximately $9.3 million of favorable adjustments from 

the prior year. The year-to-date Medical Loss Ratio is 94.4% which is slightly unfavorable favorable to the 94.3% 

budgeted amount. The year-to-date Administrative Expense Ratio is 4.9% which is favorable to the 6.0% budgeted

amount.  
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To:  KHS Finance Committee 

From:  Robert Landis, CFO 

Date:   August 3, 2018

Re:   June 2018 Financial Results 

________________________________________________________________________________________ 

The June results reflect a $161,292 Net Increase in Net Position which is a $660,904 favorable variance to the

budget.  Listed below are the major variances for the month: 

1) Total Revenues reflect a $1.7 million favorable variance primarily due to:

A) $.7 million favorable variance relating to Family and Other primarily due to higher than expected

Maternity revenue ($.2 million) and accounting for  unbudgeted Proposition 56 monies received on an

at risk basis ($.5 million) and offset against amounts included in item 2C below.

B) $.7 million favorable variance relating to Expansion primarily due to higher than expected enrollment

and a lower than expected budgeted rate decrease from the State effective July 1, 2017 ($.7 million),

lower than expected Maternity revenue ($.2 million) and accounting for unbudgeted Proposition 56

monies received on an at risk basis ($.3 million) offset against amounts included in item 2C below.

C) $1.0 million favorable variance in COB/Subrogation primarily due to higher than expected claim

payment recoveries from the prior year where KHS was not primary.

D) $1.7 million unfavorable adjustment relating to Rate/Income Adjustment primarily due to retroactive

rate adjustments by the State relating to the classification of certain Expansion members into a dual

status, which is at a lower rate due to KHS not being primary.

2) Total Medical Costs reflect a $1.4 million unfavorable variance primarily due to:

A) $.6 million unfavorable variance in Emergency Room primarily due to higher than expected

utilization by Family and Other members.

B) $1.1 million unfavorable variance in Outpatient Hospital primarily due to higher than expected

utilization.

C) $.9 million unfavorable variance in Other Medical primarily due to accruing  for  unbudgeted

Proposition 56 expenses on an at- risk basis offset against revenue mentioned under items 1A and 1B

above.

D) $1.2 million favorable IBNR adjustment from the prior year.

The June Medical Loss Ratio is 94.3% which is slightly favorable to the 94.4% budgeted amount. The June 

Administrative Expense Ratio is 5.4% which is favorable to the 5.9% budgeted amount.

The results for the 6 months ended June 30, 2018 reflects a Net Increase in Net Position of $2,161,126. This is 

a $5,181,432 favorable variance to budget and includes approximately $8.8 million of favorable adjustments 

from the prior year. The year-to-date Medical Loss Ratio is 94.4% which is equal to the 94.4% budgeted 

amount. The year-to-date Administrative Expense Ratio is 5.0% which is favorable to the 5.9% budgeted

amount.
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