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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.

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

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

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

COMMITTEE TO RECONVENE

Members: Deats, Casas, McGlew, Melendez, Rhoades

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

STAFF RECOMMENDATION SHOWN IN CAPS
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PUBLIC PRESENTATIONS

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

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

Minutes for KHS Finance Committee meeting on June 8, 2018 -
APPROVE

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

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

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

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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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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COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD

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

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

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

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

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

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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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

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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KERN HEALTH
SYSTEMS

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:

e Preservation of principal

e Liquidity

e Yield
The investment portfolios are designed to attain a market-average rate of return through
economic cycles given an acceptable level of risk. KHS currently maintains the following
investment portfolios:

Short-Term Portfolio (Under 1 year)

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

Long-Term Portfolio (1-5 years)

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

Requested Action

Receive and File; Refer to KHS Board of Directors.
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Kern Health Systems
Investment Portfolio
June 30, 2018

Short Term Portfolio (under 1 year)

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

Maximum
Allowed Per Approximate Principai
Description Dollar Amount % of Portfolio Policy Current Yield Liquidity Fluctuation
Wells Fargo - Cash (1) S 3,300,000 1.40% 100% 0.65% 1 Day None
Morgan Stanley Money Market (A) (1) S 8,300,000 3.53% 20% 1.75% 1Day None
Local Agency Investment Fund (LAIF) (B) (2) $ 64,300,000 27.32% 50% 1.90% 2Days None
Subject to Interest
US T-Bills at Wells Fargo (1) $ 59,900,000 25.45% 100% 1.75% 1Day Rate Fluctuations
Subject to Interest
KHS Managed Portfolio at Wells Fargo (C) (1) $ 26,700,000 11.34% 1.87% 3Days Rate Fluctuations
Sub-Total $ 162,500,000 69.03% 1.81%
Long Term Port Folio { 1 - 5 years)
Funds held in this time frame are typically for reserves and to take advantage of obtaining higher yields.
Subject to Interest
Rate and Credit
UBS Managed Portfolio (D) $ 71,100,000 30.20% 2.79% 3 Days  Fluctuations
Subject to Interest
Rate and Credit
KHS Managed Portfolio at Wells Fargo (C) S 1,800,000 0.76% 1.27% 3 Days  Fluctuations
Sub-Total $ 72,900,000 30.97% 2.75%
Total Portfolio $ 235,400,000 100.00% 2.10%
Yield Curve
A
AA Corporate Corporate
Yield Curve Treasuries Bonds Bonds CD's
| year 2.30% 2.55% 2.60% 2.30%
2 year 2.54% 2.70% 2.90% 2.70%
3year 2.63% 2.95% 3.05% 2.90%
5 year 2.71% 3.10% 3.25% 3.20%

(A) $16 Billion money market fund managed by Morgan Stanley comprised of high -quality debt securities issued by the US Government.

(B) LAIF is part of a $89 Billion Pooled Money Investment Account managed by the State Treasurer of CA.
Majority of portfolio is comprised of Treasuries, CD's, Time Deposits and Commercial Paper.

(C) High quality diversified portfolio comprising certificate of deposits, commercial paper, corporate bonds and notes and municipal securities.

(D) High quality diversified portfolio comprising certificate of deposits, corporate bonds and notes, municipal securities and US Treasury Securities.
Includes investments maturing in less than 1 year that will be re-invested for over 1 year at maturity.

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

(2) Funds will be primarily utilized to fund various Grant Programs and 2018 capital projects, which includes building a new office building.
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WELLS
FARGO SECURITIES

Wells Fargo Bank, N.A.
707 WILSHIRE BOULEVARD
LOS ANGELES CA 90017

JONATHAN CHUANG
1-213-614-2206

353 1014532 UD15 20017 UN#2708733-00019210 74885-0010 $1024 05011 P

32/160

Bank Account Statement
Wells Fargo Bank, N.A.

Page 1 of 7

Statement Period
06/01/2018 - 06/30/2018

KERN HEALTH SYSTEMS

Account Number

9700 STOCKDALE HWY 1AB84780
Account Value Summary Usp This summary doas nol reflect the
value of unpriced securities,
Amount Last Amounl This % Repurchase agreements are reflected
Statemenl Period Statemenl Period Partfolio at par value,
Cash $ . $ 0.00 0%
Money Market Mutual Funds 38,575,850.90 8,344,737.15 9%
Bonds 92,848,230.15 88,340,977.08 M%
Stocks 0.00 0.00 0%
Total Account Value $ 131,424,081.05 $ 96,685,714.23 100%
Value Change Since Last Statement Period $ (34,738,366.82)
Percent Decrease Since Last Statement Period 27%
Value Last Year-End $ 106,942,632.68
Percent Decrease Since Last Year-End 10%

Income Summary usp

'I-'his Period Year-To-Date

Interest $ 188,513.70 $ 1,000,991.17
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 38,121.05 225,346.07
Other 0.00 0.00
Income Total $  226,634.75 § 1,226,337.24

Interest Charged usp

Description This Periad
Debit Interest For June 2018 0.00
Total Interest Charged $ 0.00
Money Market Mutual Funds Summary usp
Descriplion Amount
Opening Balance $ 38,575,850.90

Daposits and Other Additions
Distributions and Other Subtractions

126,053,760.09
(156,322,994.89)

Dividends Reinvested 38,121.05
Change in Value 0.00
Closing Balance H 8,344,737.15

Safekeeping



Important Information

This statement is provided lo customers of Wells Fargo Securities, LLC
("WFS"), broker dealer 0250, Statements are provided monthly for
accounts wilh transaclions and/or security posilions, The account
stalemenl contains a lisl of securilies held in satekeeping by WFS as of
the stalemenl date and provides delails of purchase and sale

the receipt and ¢ of cash and i and
olher aclivities relaling lo the accounl during the stalement period.

For WFS customers who choose lo maintain a salekeeping account at
‘Wells Fargo Bank, N A, ("Bank") Lhis slalement is accompanied by a
separate Bank The Bank statemenl,
if applicable, contains a list of securities held in k by Ihe Bank
as of lhe slalement dale.

Pricing: Security and brokered cerlificale of deposit ("CD") prices shown
on the statement are oblained from independenl vendors or inlernal
pricing models, While we belisve lhe prices ara reliabls, we cannol
guarantee their accuracy, For exchange-lisled securilies, lhe price
provided is the closing price at month end, For unlisled securities, it is he
"bid" price al month end., The price of CDs that mature in one year or less
are shown at lasl price traded. The price of CDs Ihal malure in grealer
than one year and of other instruments thal Irade inlrequenlly are
eslimated using similar securities for which prices are available. Prices on
Ihe slalemenl may nol necessarily be oblained when the asset is sold,

Brokered CD Pricing: Like bonds, brokered CDs are subject lo price
fluctuation and Lhe value of a CD, it sold prior to malurity, may be less
than at the lime of its purchase. Significant loss of principal could result,
While WFS generally makes a market in CDs it underwriles, the
secondary market for CDs that il does not underwrile may be very limited.
In those cases, WFS will use its best efforts lo help inveslors lind a buyer,

SIPC: WFS Is a member of lhe r Inveslar Pr

KHS Finance Committee Meeting, August 3,

Free Credil Balances: Any customer lree credit balances may be used in lhe
business of WFS subject 1o limitalion of 17 CFR Section 240 § 15¢(3)-3 under
Ihe Securities Exchange Acl of 1334, In the course of normal business
operations, a cuslomer has the nghl lo receive delivery of the following: any
tree credit balances to which he or she is enlilled, any fully paid securities to
which he or she Is enlilled, and any securilies purchased on margin upon lull
payment of indebledness to WFS,

Equity Order Routing: WFS will generally roule equity and listed oplions
orders taking inlo consideration among olher laclors, the quality and speed of
execulion, as well as lhe credits, cash or olher payments it may receive from
any exchange, broker-dealer or market cenler, This may nol be lrue if a
customer has directed or placed limits on any orders. Whenever possible,
WFS will route orders in an altempl 1o oblain execulions at prices equal or
superior lo lhe nalionally displayed best bid or ofter. WFS will also altempt lo
obtain lhe bes! execulion regardless of any compensalion it may receive, The
nature and source ol credils and payments WFS receives in conneclion wilth
speailic orders will be lurnished lo a cuslomer upon requesl. WFS prepares
quarterly reports describing ils order routing praclices for non-directed orders
routed to a particular venue for execullon A pnnled copy of this report along
with ather and regulalol lion is available upon wrilten
requesl or by visiting: hittps: /lwww wellsfargo.com/com/securilies/regulatory.

Equity Extended Hours Trading: See imporlant informalion relating ta
equities trading belore and after regular Irading hours at:

www.wellsfargo.com/com/securilies/regulalory.

Equily Open Orders: Open orders will remain in eftect unlil executed or

Page 2 of 7

Mutual Funds: The distributor of Wells Fargo Funds is affilialed with
WFS/Wells Fargo Securilies, LLC.

_Inslitutional Prime and Inslitutional Tax Exempl money markel mutual

Junds are required lo price and transact al a nel asset value ('NAV") per
share lhal fluctuales based upon the pricing of the underlying portfalio of
sacurilies and lhis requirement may impact the valus of those fund
shares. Addi | Prime and || Tax Exempl
funds may be subject lo redemption fees and/or gates Ihat can affect lhe
availability of funds invested,

Mutual funds are sold by prespectus, which includes mare complele
informalion on risks, charges, expenses and olher matters of interest,
Investors should read the prospecius carelully before investing,

Financial WFS financial

requesl.

are available upon

Trade Confirmations: |nvestmenl purchases and sales are subjec! lo
the terms and condilions slated on the Irade confirmation relating to thal
transaclion. In the evenl of a conflict belween the trade confirmalion and
this slatement, the trade confirmation will govern,

Listed Options: Commissions and other charges relaled lo lhe
execution of listed option transactions have been included in
contirmalions ol such transactions that have been previously furnished
and are available upon request. Promplly advise your WFS sales
representalive of any material change in your investment objectives or
linancial situation.

canceled by you. Failure 1o cancel an open order may resullin the

G Ci and Hepnmng D.; T Cuslomer

being executed for your account, WFS has no responsibility to cancel an open
order at its own initialive.

Dividend Relnveslmenl‘ In any dividend reinvesiment transaclion, WFS
acted as agent. | information regardi of lhis nature will
be furnished to a customer upon wrilten request,

|"S|PC“) In the event of insolvency or liquidation of WFS, securmes held
in safekeeping at WFS are covered by SIPG against the loss, but nol
invesiment risk, up 1o a maximum of $500,000 per customer, which
includes a $250,000 limit on claims for cash held in lhe accounl. SIPC
proleclion does nol provide any p halsoever againsl

risk, including the loss of prlnmpal on an inveslmenl. This coverage does
not apply to securities held in safekeeping by the Bank, Additional
intormation about SIPC, including a SIPC brochure, may be oblained by
visiling yaww.sipc.org or by calling SIPC al 1-202-371-8300,

FINRA BrokerCheck Program: WFS is a member ol |he Financial
Induslry Regulatory Aulhority (FINRA), Under its BrokerCheck program,
FINRA prcwdes certain i I legavdmg the disciplinary history of

lers and Iheir i persans, | can be obtained
[mm Ihe FINRA BrokerCheck pragram hotline number (1-800-289-9999)
or lhe FINRA websile (www.finra.org). A brochure describing Ihe FINHA
BrokerCheck program will be furnished upon writlen requesl,

Account Ti : A tee will be charged to their

reporting i or di:
promptly reporled in wriling lo:

should be

Cuslomer Service

90 South 7th Streel

5th Floor, MAC N9305-05F
Minneapolis, MN 55402

existing WFS account to another broker/dealer ar any olher I'manmal
inslitulion.

Non-d it i ded, offered or sold by
WFS, |nr:|udmg mutual Iunds are not federally insured or guaranteed by
or obligations of the Federal Deposit Insurance Corporation ("FDIC")‘

may also report inaccuracies or discrepancies
by calling 1-800-645-3751 option 5. inlernational callers should call
1-877-856-8878, To turlher prolect their righls, including rights under the
ilies Inveslor Proleclion Acl, should also re-canfirm in
wriling to the above address any mal communicalions with WFS relaling
to the i or

the Federal Reserve Sys(em or any nlher agency; are not bank

are not obligati di d in any way by any

bank or WFS; and are suh]ect to rlsk mcludmg the possible loss of
and i

Wells Fargo Bank, N.A. Institutional Deposit: Funds invesled in he
| Deposit are on deposil al Wells Fargo Bank, N.A. and

principal, lhal may eause lhe value of lhe
return to fluctuate.

When the invesiment is sold, the value may be higher or fower than the
amount originally invested. WFS is a subsidiary of Wells Fargo &
Company, is not a bank or thrift, and is separate from any olher
affiliated bank or thrift. WFS is a regislered broker-dealer and member
of FINRA, No affiliale of WFS is respansible for the securities sold by
WFs.

balances are nsured by Lhe Federal Deposil Insurance Corporalion
("FDIC") up 1o the full amount allowable by Jaw. Inslitutional Deposit
balances are not insured by the Securilies Investor Proleclion
Corporalion ("SIPC"), For furlher delalls, see lhe Inslilulional Deposil
Producl Description.

2018
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Portfolio Holdi NGS  Securily positions held with Wells Fargo Bank N.A.

Statement Ending:

Page 3of 7
June 30, 2018

Currenl Par/ Market Market Original Par

Security ID Description Maturity Date Coupon Original Par Price* Value Pledged** Callable
Bonds usD
912796PN3  UNITED STATES TREASURY BILL 07/05/18 0.000% 20,000,000.000 99.9862 19,997,233.40
912796PQ6 UNITED STATES TREASURY BILL 07/12/18 0.000% 20,000,000.000 99.9534 19,990,687.40
89236TCP8 TOYOTA MOTOR CREDIT CORP 07/13/18 1.650% 3,000,000.000 99.9702 2,999,106.54 N
02006LSF1  ALLY BANK INTEREST BEARING 07/16/18 1.650% 250,000.000 99.9811 249,952.75

CERTIFICATE OF DEPOSIT
140420TH3  CAPITAL ONE BANK USA INTEREST 07/16/18 1.600% 250,000.000 99.9816 249,954.00

BEARING CERTIFICATE OF DEPOSIT
45113VGJ3  IBM CREDIT LLC 4(2) DISCOUNTED 07/18/18 0.000% 3,000,000.000 99.8965 2,996,895.09

COMMERCIAL PAPER
912796MK2 UNITED STATES TREASURY BILL 07/19/18 0.000% 20,000,000.000 99.9180 19,983,590.20
06406HCMS9 BANK OF NEW YORK MELLON 08/01/18 2.918% 2,000,000.000 100.0631 2,001,261.36 N
54438CWT5 LOS ANGELES CA CMNTY CLG DIST 0s/01/18 1.620% 3,000,000.000 99.9650 2,998,950.00 Y

TXBL-SER A-2
48126XAM7 JP MORGAN CHASE BANK INTEREST 08/16/18 1.100% 250,000.000 99.8704 249,676.00 Y

BEARING CERTIFICATE OF DEPOSIT
05581WJT3 BMO HARRIS BANK NA INTEREST 08/17/18 1.050% 250,000.000 99.8733 249,683.25

BEARING CERTIFICATE OF DEPOSIT
254672F86  DISCOVER BANK INTEREST BEARING 08/17/18 1.000% 250,000.000 99.8671 249,667.75

CERTIFICATE OF DEPOSIT
90521APJ1  MUFG UNION BANK NA 09/26/18 2.625% 1,000,000.000 99.9774 999,774.29 Y
02665WAC5 AMERICAN HONDA FINANCE 10/10/18 2.125% 1,300,000.000 99.9121 1,298,856.85 N
795450ZE8  SALLIE MAE BK/SALT LKE 1012118 1.150% 250,000.000 99.6911 249,227,765

INTEREST BEARING CERTIFICATE

OF DEPOSIT
69353RET1 PNG BANK NA 11/05/18 1.800% 1,000,000.000 99.7432 997,432.29 Y
48306BM44 KAISER FOUNDATION HOSP 12/04/18 0.000% 3,000,000.000 98.8435 2,965,305.84

DISCOUNTED COMMERCIAL PAPER
24422ESF7  JOHN DEERE CAPITAL CORP 12/13/18 1.950% 2,955,000.000 99.6908 2,945,863.82 N
89236TCU7 TOYOTA MOTOR CREDIT CORP 02/19/19 1.700% 1.000,000.000 99.4552 994,552.27 N
94974BFU9  WELLS FARGO & COMPANY 04/22119 2.125% 1,621,000.000 99.4361 1,611,859.83 N
13063CKL3 gﬁ'ﬁ';g?ENIA ST TXBL-VARIOUS 05/01/119 2.260% 1,310,000.000 99.8630 1,308,205.30 N
94988J5D5 WELLS FARGO BANK NA 05/24/19 1.750% 1,000,000.000 99.1041 991,041.29 N
02665WBEO0 AMERICAN HONDA FINANCE 07112119 1.200% 1,000,000.000 98.4504 984,503.71 N
58768MAC5 MBALT 2016-B A3 08/15/19 1.350% 780,044.270 99.6990 777,696.10 N

032231 1314538 0013 70027 UNAZI09733-00010210 74265-0010 51034 08720718
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Page 4 of 7

Statement Ending: June 30, 2018
KERN HEALTH SYSTEMS g !
Account Number: 1AB84780
Portfolio Holdings (Continued) security positions held with Wells Fargo Bank N.A,

Currenl Par / Market Market Original Par
Security ID Description an Maturity Date Coupon Original Par Price* = Value Pledged** Callable
Bonds usD
88,466,044.270 88,340,977.08 0.00
*See important information regarding security pricing on Page 2.
“*Total amount that is pledged to or held for another party or parties. Refer to the Pledge Detail Report for more information.
Daily Account Activity
Your investment transactions during this statement period.
Selllemenl /

Transaclion/ Effective Principa Income Debit / Credil
Trade Date  Dale Activity Securily ID__ D i Par / Quantity Price Amount Amount Amount
Transaction Activity UsD
06/04/18 06/04/18  Security Receipt 24422ESF7  JOHN DEERE CAPITAL CORP 2,955,000,00 0.00 0.00 0.00
06/05/18 06/05/18  Security Receipt 06406HCMS  BANK OF NEW YORK MELLON 2,000,000,00 0.00 0.00 0.00
06/05/18 06/05/18  Securily Receipt 48306BM44  KAISER FOUNDATION HOSP 3,000,000.00 0,00 0.00 0.00
06/18/18 06/18/18  Receive 912796PQ6  UNITED STATES TREASURY BILL 20,000,000,00 0.00 0.00 0,00
06/21/18 06/21/18  Received 912796MK2  UNITED STATES TREASURY BILL 20.000,000.00 0.00 0.00 0.00
06/25/18 06/25/18  Security Receipt 54438CWT5 LOS ANGELES CA CMNTY CLG DIST 3,000,000.00 0.00 0.00 0.00
06/26/18 06/26/18__ Security Receipt 94974BFUg  WELLS FARGO & COMPANY 1,621,000,00 0,00 0.00 0.00
Income / Payment Activity usD
08/01/18 06/01/18  Matured 717081DW0  PFIZER INC 1,000,000.00 1,000,000.00
06/01/18 06/01/18  Inlerest 717081DW0  PFIZER INC 6,000,00 6,000.00
06/01/18 06/01/18  Matured 713448BH0  PEPSICO ING 3,500,000.00 3,500,000.00
06/01/18 08/01/18  Interesl 713448BH0  PEPSICO INC 87,500.00 87,500.00
08/0148  06/0118  Malured 49327M2L7  KEY BANK NA 2,000,000,00 2,000,000.00
06/01/18 06/01/18  Inlerest 49327M21.7  KEY BANK NA 12,911.94 12,911.04
06/04/18 06/04/18  Malured 02587DYK8  AMERICAN EXPRESS CENTURION BK 250,000.00 250,000.00
06/04/18 06/04/18  Interest 02587DYK8  AMERICAN EXPRESS CENTURION BK 1,817.47 1.817.47
06/07/18 06/0718  Maltured 63866CF74  NATIONWIDE LIFE INS CO 4(2) 3,000,000.00 3,000,000.00
06/11118 06/1118  Matured 05580ADH4  BMW BANK NORTH AMERICA 250,000,00 250,000.00
06/1118 06/11/18  Interesl 05580ADH4  BMW BANK NORTH AMERICA 1,745,21 1,745.21
06/13/18 06/13/18  Inierest 24422ESF7  JOHN DEERE CAPITAL CORP 28,811,25 28,811.25
06/14/18 06/1418  Matured 912796PL7  UNITED STATES TREASURY BILL 15,000,000,00 15,000,000.00
06/15/18 08/15/18  Matured 738798BG1 POWAY CA REDEV AGY SUCCESSOR A 1,000,000,00 1,000,000.00
06/15/18 06/15/18  Interest 738798BG1  POWAY CA REDEV AGY SUCCESSOR A 8,900.00 8,900.00
06/15/18 06/15/18  Matured 17275RAY8B  CISCO SYSTEMS ING 1,000,000,00 1,000,000.00
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Daily Account Activity (Continued)

Statement Ending:

Page 5 of 7
June 30, 2018

Your i 1sactions during this state { period.

Selllemenl /
Transaction/ Effeclive Principal Income Debit / Credil
Trade Date  Date Activity- Security ID__Descriplion Par / Quantity Price Amounl Amounl Amounl
Income / Payment Activity UsD
06/15/18 06/15/18  Interest 17275RAYB  CISCO SYSTEMS INC 6,221,50 6,221.50
06/15/18 06/15/18  Paydown 58768MACS MBALT 2016-B A3 136,690.81 136,690.81
06/15/18 06/15/18  Interesl 58768MACS MBALT 2016-B A3 1,031,33 1,031.33
06/18/18 06/18/18  Inlerest Reversal 14912L6L0  CATERPILLAR FINANCIAL SE (33,575.00) (33,575.00)
o6/18/18 06/18/18  Matured 14912L6L0  CATERPILLAR FINANCIAL SE 8,950,000.00 3,850,000.00
06/18/18 06/18/18  Interest 14912L6L0  CATERPILLAR FINANCIAL SE 33,575.00 33,575.00
06/18/18 06/18/18  Interest 14912L6L0  CATERPILLAR FINANCIAL SE 33,948.05 33,948.05
06/20/18 06/20/18  Interes| Reversal 14912L6L0  CATERPILLAR FINANCIAL SE (33,948.05) (33,948,05)
06/20/18 06/20/18  Interest 149120610  CATERPILLAR FINANCIAL SE 33,575,00 33,575.00
06/20/18 06/20/18  Matured 90328BFLO  USAA CAPITAL CORP DISCOUNTED 3,000,000.00 3,000,000.00
06/22/18 06/22/18  Malured 302298FN2  EXXON MOBIL GORP DISCOUNTED 3,000,000.00 3,000,000,00
06/26/18 06/26/18  Matured 912796PM5  UNITED STATES TREASURY BILL 20,000,000.00 20,000,000,00

Cash Activity UsD

Transaction / Sefilement/

Debil Amaunt /

Credit Amount /

Trade Dale _ Eff. Dale__Activity D Disbursements Receipls
06/04/18 06/04/18  Journal AUTO SK SETTLEMENT 2,978,470.09
06/05/18 06/05/18  Joumnal AUTO SK SETTLEMENT 2,008,853.99
06/05/18 06/0518  .Journal AUTO SK SETTLEMENT 2,966,633.33
06/05/18 08/05/18  ACH/DDA Transaction DESIGNATED DDA 13,000,000.00
06/06/18 06/06/t8  AGH/DDA Transaction DESIGNATED DDA 9,000,000.00
06/06/18 06/06/18  ACH/DDA Transaclion DESIGNATED DDA 9,000,000.00
06/12/18 06/12/18  ACH/DDA Transaction DESIGNATED DDA 12,000,000.00
06/14118 06/14/18  ACH/DDA Transaction DESIGNATED DDA 20,000,000,00
06/18/18 06/18/18  Cash Wire Journal Entry SAFEKEEPING ADJ 19,976,933.33
06/18/18 06/18/18  ACH/DDA Transaclion DESIGNATED DDA 60,000,000.00
os/19/18 06/918  ACH/DDA Transaction DESIGNATED DDA 10,000,000.00
06/21/18 06/21/18  Journal AUTO SK SETTLEMENT 19,072,622,22
06/25/18 06/25/18  Journal AUTO SK SETTLEMENT 3,018,390.00
06/26/18 06/26/18  Journal AUTO SK SETTLEMENT 1,622,536,35
06/26/18 06/26/18  ACH/DDA Transaclion DESIGNATED DDA 15,000,000.00
06/29/18 06/28/18  ACH/DDA Transaction DESIGNATED DDA 25,000,000,00
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Account Number: 1AB84780

Money Market Fund Activity

KHS Finance Committee Meeting, August 3, 2018

Statement Ending:

Page 6 of 7
June 30, 2018

Morgan Stan TreasSvc 8314 Dividend earned 7 day* 30 day*
*As of June 30, 2018 this period simple yield simple yield
UsD B 38,121.05 1.730% T 1.660%
Transaction

Date Activity Shares Price Market Value ($) Dividend Amount Share Balance

Beginning Balance 1.0000 38,575,850.90 38,575,850.90

06/01/18 Purchase 6,593,500.00 6,583,500.00 45,169,350.90
06/01/18 Purchase 12,911.94 12,911.94 45,182,262.84
06/04/18 Redemption (2,726,652.62) (2,726,652.62) 42,455,610.22
06/05/18 Redemption (2,008,853.99) (2,008,853.99) 40,446,756.23
06/05/18 Redemption (13,000,000.00) {13,000,000.00) 27,446,756.23
06/05/18 Redemption (2,996,633.33) (2,996,633.33) 24,450,122.80
06/06/18 Purchase 30,000.00 30,000.00 24,480,122.90
06/06/18 Purchase 9,000,000.00 9,000,000.00 33,480,122.90
06/06/18 Redemption (9,000,000.00) {9,000,000.00) 24,480,122.90
06/07/18 Purchase 3,000,000.00 3,000,000.00 27,480,122.90
06/11/18 Purchase 251,745.21 251,745.21 27,731,868.11
06/12/18 Redemption (12,000,000.00) (12,000,000.00) 15,731,868.11
06/13/18 Purchase 28,811.25 28,811.25 15,760,679.36
06/14/18 Purchase 15,000,000.00 15,000,000.00 30,760,679.36
06/14/18 Redemption {20,000,000.00) (20,000,000.00) 10,760,679.36
06/15/18 Purchase 2,152,843.64 2,152,843.64 12,913,523.00
06/18/18 Purchase 3,983,575.00 3,983,575.00 16,897,098.00
06/18/18 Purchase 60,000,000.00 60,000,000.00 76,897,098,00
06/18/18 Purchase 373.05 373.05 76,897,471.05
06/18/18 Redemption (19,976,933.33) (19,976,933.33) 56,920,637.72
06/19/18 Redemption (10,000,000.00) (10,000,000.00) 46,920,537.72
06/20/18 Purchase 3,000,000.00 3,000,000.00 49,920,537.72
06/20/18 Redemption (373.05) (373.05) 49,920,164.67
06/21/18 Redemption (19,972,622.22) (19,972,622.22) 29,947,642.45
06/22/18 Purchase 3,000,000.00 3,000,000.00 32,947,542.45
06/25/18 Redemption (3,018,390.00) (3,018,390.00) 29,929,152.45
06/26/18 Redemption (1,622,536.35) (1,622,536.35) 28,306,616.10
06/26/18 Redemption (15,000,000.00) (15,000,000.00) 13,306,616.10
06/28/18 Purchase 20,000,000.00 20,000,000.00 33,306,616.10
06/29/18 Redemption (25,000,000.00) (25,000,000.00) 8,306,616.10
06/29/18 Reinvest 38,121.05 38,121.05 8,344,737.15
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Money Market Fund Activity (Continued)

Statement Ending:

Page 7of 7
June 30, 2018

Transaction
Oate Activity Shares Price

Markel Value (5]

Dividend Amount

Shara Balanca

Ending Balance 1.0000

8,344,737.15

8,344,737,15

012297 191453 005 20021 UN#ZI0033-00910210 THEBGG010 S04 D650E P
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KERN HEALTH
SYSTEMS

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 100.12-1 and
Acquisitions and Payment of Expenditures Policy 8.11-1)

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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KERN HEALTH
SYSTEMS

KERN HEALTH SYSTEMS
POLICY AND PROCEDURES

SUBJECT: Acquisitions and Payment of Expenditures POLICY #: 8.11-l
DEPARTMENT: Finance

Effective Date: Review/Revised Date: | DMHC PAC

03/2006 felefon.e 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.

Kern Health Systems
Policy 8.11-1 Acquisitions and Payment of Expenditures
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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:

o Professional services such as legal, accounting, actuarial, and
other professional consulting services

e Maintenance service agreements for office equipment, computer
hardware and software systems, communication systems and
facility maintenance
Utilities such as water, electricity, and telephone

o 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

Includes recruiting, subscription journals and books, postage and

Expenses 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.

Kern Health Systems

Policy 8.11-1 Acquisitions and Payment of Expenditures
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2.0

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 pricingguetes-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 DoIIars (%5, OOO) WI|| be performed by the Purchasmqreouesuﬂe} dDepartment—

Lot must be documented on the bid matrlx Actual b|d sole or smgle source justification
and/or cost price analysis documents are required for purchases over FiveFen 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 16.10-1 Contracting Policy for Administrative Contracts for additional requirements on
sole source and RFPQ amended contracts for services).

Pursuant to KHS Policy 10.02-1 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.

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.

3
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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 {appreved-by—remove)-reported to the Board of Directors_per Contracting
Policy 16.10-1 Contracting Policy for Administrative Contracts.

3.0 PURCHASE AUTHORIZATION LIMITS

Approved Budgeted and Expense Reserve Fund ltems

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 Over $5,000.00
and/or Chief Financial Officer

40 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 $100,000.56;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 16.10-1 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.

4
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5.0

6.0

7.0

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.

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.

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

5
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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:

6
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CR number

Line of Business

Payee name and address
Amount

Date: date CR was created
Vendor number

Invoice number

Due date

Prepared by

TIOMMOOm>

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.

Step4 | 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 thisis 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:

X3 Attachment A Request for Quote (RFQ)

< Attachment B Request for Proposal (RFP)

Attachment C Check Request (CR)

3 Attachment D Currently approved Professional Services Agreement Contract.

.0

B

X3

A

D3

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: Review/Revised Date: | DMHC PAC
01/2010 05/04/2016 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.

Kern Health Systems
Policy 100.12-1 Contracting Policy for Administrative Contracts
Revised 07/20184/2016
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DEFINITIONS:
Administrative | Administrative Contracts are all contracts other than provider agreements.
Contracts
Central The document that verifies compliance with this Policy.
Compliance
Document
Contract A management level employee, reporting to the Chief Financial Officer,
Manager responsible for contract administration.
Contracts A committee comprised of the Director of Procurement and Facilities and
Committee members of the KHS staff as assigned by the Chief Executive Officer.
Internal The interval of time (monthly, quarterly, semi-annually, or annually) assigned
Reporting by the Chief Financial Officer.
Requirement

PROCEDURES:

1.0

Kern Health Systems

CONTRACT INITIATION

To initiate consideration of a new contract, purchase, or toar amendment te-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 contractare-attach-a-specifications—sheet-or

previous—contractHappheable. Hardware, software, and maintenance warranties will be
processed as a PR (See Attachment B)._For any contracts of purchases above $5,000, —Fthe

Contract Owner will provide a completedsighed 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;

2

Policy 100.12-1 Contracting Policy for Administrative Contracts
| Revised 07/20184/2016

487160



KHS Finance Committee Meeting, August 3, 2018

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-sele-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.

20 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

3
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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. wiH-fHe-the-eOriginal 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.

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.

4
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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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Proposed administrative contract over $100,000, August 9, 2018.

1. Operational Agreement with Payspan

a. Recommended Action

Approve; Authorize Chief Executive Officer to Sign

b. Contact
Robert Landis, Chief Financial Officer

c. Background
KHS produces approximately 40,000 provider payments annually
along with each provider check is a Remittance Advice (“RA”)
which describes that payment. RAs are printed on paper and require
significant KHS Accounting Staff involvement to print the checks
and RAs, match the check to the RA and then prepare for mailing.
This is a very manual, cumbersome and time consuming weekly
process.

d. Discussion
KHS is proposing to amend/extend the current contract with Payspan
for the provider check payment process. Continuing to outsource the
provider payment process to PaySpan, a specialized vendor offering
payment solution along with print and mail fulfillment, improved
efficiencies, reduced administrative costs and increased provider
satisfaction has become standard industry practice. PaySpan’s
application is a web-based solution designed to provide a
technology-based approach to the claims settlement process between
healthcare payers and providers with print and mail services along

with EFT payments for a three (3) year period.
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c.

g.

Fiscal Impact
Not to exceed $240,000.00 annually

Risk Assessment

KHS has been provided with an AICPA Service Organization
Control Report (Formerly a SAS 70 Report). Payspan has more than
30 years of payments expertise and provides services to more than
900 Health Plans, 90 million Members, 750,000 Providers and
15,000 Financial Institutions. Payspan currently provides services to
Centene Corporation, WellCare and Amerigroup and is
implementing similar product offerings to LA Care.

Attachments

An Agreement at a Glance form is attached.

Reviewed by Chief Compliance Officer and/or Legal Counsel

This contract is pending Legal review.
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(4 Contract

_ Purchase

KERN HEALTH
SYSTEMS

AGREEMENT AT A GLANCE

Department Name: Accounting Department Head: Robin Plumb
Contract Vendor: PaySpan

Vendor contact Name & e-mail: Claire Campbell. claire.campbell@payspan.com

What services will this vendor provide to KHS? PaySpan will provide KHS with a web-based application

designed to provide a technology-based approach to the claims settlement process between healthcare payers

and providers with print and mail services along with EFT payments for a three (3) year period.

Type of Agreement Professional Semces Background KHS produces apgroxlmatelx 40,000 provnder gayr_nent
annually Along with each provider check is a Remittance Advice

(“RA™) which describes that payment. RAs are printed on paper and
require significant KHS Accounting Staff involvement to print the
checks and RAs. match the check to the RA and then prepare for
mailing. This is a very manual, cumbersome and time consuming
weekly process.

[] Establish a new e Previous Agreement No. __ or Amendment No.

XI Amendment Date Agreement Began

Brief Explanation KHS is proposing to outsource the current provider

payment process to PaySpan, specialized vendor offering payment

solutions along with print and mail fulfillment. to improve efficiencies

[J Replacement and to reduce administrative costs for both KHS and its network
providers. This outsourcing process has become standard industry

[1 Addendum practice. In addition to replicating the current electronic and manual

processes. management believes that they will be able to increase the
amount of providers utilizing EFTs.

[] Continuation of an Existing Contract

LI Retroactive Agreement Reason for delay in approval:

Retroactive Date

D Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-1, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dollars or more if not budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted ($100,000.00). Request for Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

Brief vendor selection justification:

Sole source — no competitive process can be performed.

Brief reason for sole source: KHS currently has an ongoing contract with PaySpan for EFT services.
[C] Conflict of Interest Form is required for this Contract

<] HIPAA Business Associate Agreement is required for this Contract
Form updated 11/28/16
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Budgeted Cost Center 210
Will this require additional funds?

GL# 5495

NO [JYES

Maximum cost of this agreement not to exceed: $240.000.00 per year

Notes: 90 day term option with no cause.

Effective date: 8/21/2018

A

Department Head

1|l

Date

Reviewed as to Budget:

-

Chief Financial 1f'ﬁcer or Controller

7/95 b

o

Date
Compliance Review:
/ 7 Cotr
Chief Compliance Officer -
2/ 2447
Date

Termination date: 8/20/2021

Explain extension provisions, termination conditions and required notice:

Director of Procurement

ZJz3 X
Date 4

Recoﬁffd b&j:e:uﬁve Committee:

Committee Chairman

’7{/(51%I g

Date

Legal Review:

Legal Counsel

Date

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman

Date
Form updated 11/28/16
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Proposed administrative contract over $100,000, August 9, 2018.

1. Operational Agreement with Coffey Communications

a. Recommended Action

Approve; Authorize Chief Executive Officer to Sign
b. Contact

Isabel Silva, Director of Health Education, Cultural & Linguistics
Services
c Background
All Medi-Cal Managed Care Health Plans generate and distribute
member newsletters to their member households. As a contractual
requirement with DHCS, KHS must maintain a health education
system that provides educational interventions (i.e. member
newsletters) addressing;:
e Appropriate use of health care services;
e Risk-reduction and healthy lifestyles and;
e Self-care and management of health conditions.
For more than 15 years, KHS has maintained a contract with Coffey
Communications to produce high quality and easy to read member
newsletters that contain attractive illustrations and helpful resources.
In the most recent group needs assessment, the member newsletter
was listed as one of the preferred learning methodologies among
KHS members.
d. Discussion
KHS utilizes the member newsletter to consistently communicate a

wealth of information to members in a single, concise mailing.
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Many of KHS’ policies and procedures and projects reference the

member newsletter as a strategy for educating and informing

members. Each issue averages about 18-24 articles and covers an

array of topics which include but are not limited to:

Health education

Access to services

Member rights and responsibilities

Instructions on accessing interpreting services or filing a
grievance

Changes in benefits

Availability of community resources

KHS utilizes the national articles developed by Coffey

Communications and relies on this vendor to assess the reading

levels of newsletter articles, design the layout of the newsletter,

evaluate for cultural and linguistic appropriateness, as well as

coordinate the printing and household mailings.

Fiscal Impact
Not to exceed $119,483.00 per one year

. Risk Assessment

The member newsletter is the simplest and most cost effective way

of informing and educating KHS members on a variety of

information through a single mailing. Without the member

newsletter, KHS would experience cost increase due to:

e Postage for multiple member information mailings

e Staffing time to produce, design, mail and track multiple

member information mailings
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e Utilization of other communication methods (i.e.
telephone, television/radio announcements)
g. Attachments
An Agreement at a Glance form and the bid matrix is attached.
h. Reviewed by Chief Compliance Officer and/or Legal Counsel

This contract is pending Legal review.
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@/ Contract

[ ] Purchase

KERN HEALTH
SYSTEMS

AGREEMENT AT A GLANCE

Department Name: Health Education Department Head: Isabel Silva
Contract Vendor: Coffey Communications

Vendor contact Name & e-mail: Eric Dutton, edutton@coffeycomm.com

What services will this vendor provide to KHS? Development (including access to library of national articles.

ability to localize 100% of content and design/layout). printing. postage, and mailing of member newsletters in
English and Spanish to members two times a year.

-

Ty e of Aet: Printed Materials Background: Two issues per yearMemntain health,
member and benefit related articles in compliance with state contract

and KHS P&Ps.
L] Establish a new agreement Previous Agreement No. _ or Amendment No.
[J Amendment Date Agreement Began

Brief Explanation KHS has used Coffey Communications for

= . . . .
Continuation of an Existing Contract development of the member newsletter for over 15 years.

] Replacement

[] Addendum
(] Retroactive Agreement

Reason for delay in approval:
Retroactive Date

B Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-I, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures, Electronic (e-mailfax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted ($50,000.00) and One Hundred Thousand Dollars or more if budgeted (5100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dollars or more if not budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgered (8100.000.00). Request Jor Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars ($50,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not to exceed amount with “change orders " used to track any changes. )

Brief vendor selection justification: Coffey Communications has produced a high quality member newsletter and provided
excellent customer service in the development of articles. illustrations. layout, translations, and helpful resources to KHS
for more than 15 vears. Coffey Communications gives KHS access to their national library which consists of hundreds of
pre-written articles available in English and Spanish which allows KHS the flexibility of using a Coffey produced article
or customizing a local article. Although Wax Communications was the lowest bidder, they lack a national library of pre-
written articles which would require KHS to dedicate more staff time towards the research and development of articles for
each issue of the member newsletter.
[] Sole source — no competitive process can be performed.

Brief reason for sole source:

[C] Contflict of Interest Form is required for this Contract

[X] HIPAA Business Associate Agreement is required for this Contract
Form updated 11/17/15
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KHS Governing Board prev:uus]y approved this expense in KHS® FY 2018 Administrative Budget []NO XIYES
Budgeted Cost Center 312 GL# 5645
Will this require additional funds? XINO [CIYES

Maximum cost of this agreement not to exceed: $119.483.00 per vear

plus estimated postage and mailing services.

Notes: Based on the max of 125,000 copies at base cost $0.2025

Effective date: 8/26/18 Termination date: 8/26/19

Explain extension provisions, termination conditions and required notice:

C ct Owner: Purchasmg
A m /
; LN
¢partment Head” Director 0 urement
""'2—‘-4\6 #1247 0%
Date | |
Reviewed as to Bud[:et' Recommfuded by tﬁxecutwe Committee:
Chief Financial Officer or Controller Committee Cha7m
2D<lly Ql/

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

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman

Date
Form updated 11/17/15
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KERN HEALTH
SYSTEMS
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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KERN HEALTH
SYSTEMS

Provider Contract Modeling
&
Pricing Tool

Presented by Alan Avery, COO

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Agenda

» Software Tool Purpose

* Why Product is Necessary
* Review Process

* Selection Criteria

* Vendor Recommendation

* Board Request

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Software Product Purpose

e 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

e Contract Pricing Tool

KERN HEALTH

SYSTEMS

kernhealthsystems.com
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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
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Why Product is Necessary

e 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.

e 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.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Workgroup Review Process

* Budgeted for a system in 2018 budget

* Organized Cross functional workgroup

e Defined internal requirements

* Reviewed commercial market solutions and peer health plans
* Documented System Benefits

* Defined Scope and Timeline

* Completed Cost Analysis

e Recommendation

KERN HEALTH
SYSTEMS

kernhealthsystems.com

68 /160



KHS Finance Committee Meeting, August 3, 2018

System Requirements

e Real time Integration with QNXT

* Expand provider contract configuration options along with reducing
overall configuration time

e Support financial modeling and financial impact of provider
agreements

* Increase claims auto adjudication and auto pricing

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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NetworX Modeler & Pricer Tool
Scope & Timeline

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)

e Cal Optima
e Health Plan San Joaquin
* LA Care- pending 2019 project

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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NetworX Modeler & Pricer Tool-System Benefits

Benefit Description Impacted Dept. Expected Improvements
Information Technology,
Claims, Provider Relations, |Only product that integrates with QNXT.
1 Integration into QNXT Finance Sole source agreement
Reduce average setup time of new
provider agreement from 6.25 hours to
2 Reduced Configuration Time Information Technology 2 hours.
Reduce average modeling time from 40
3 Ability to easily model provider facility contracts Information Technology hours to 5 hours.
Ability to easily conduct contract financial impact Reduce average financial impact
4 analysis Provider Relations analysis from 3 hours to 1 hour.
Reduce manual pricing by 75%.
Currently 3% of total claims are priced
5 Ability to reduce claim manual pricing Claims manually.
Increase claims auto adjudication
6 Ability to reduce claim manual processing Claims processing by 6% to 82% overall.
Ability to provider quicker turnaround time for Provider Relations, Claims,
7 provider payments Finance Reduce average aging of claims
Information Technology, Decrease end to end setup time from
8 Increase efficiency for end to end contract setup time |Claims, Provider Relations |30+ days to 2 weeks.
-
KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Potential Savings Opportunities™

* The potential savings opportunities yielded from the system

benefits (from previous slide) will be realized annually and

completed within the five (5) year period.

Department

Year 1

Year 2-5

Provider Relations S 14,410 |$ 57,640

IT S 91,704 |$ 366,816

Claims S 685,077 |$ 2,740,308

Potential Savings Opportunities S 791,191 |S 3,164,764

*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.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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5 Year Cost Analysis

Year 1 Year 2-5
License Fee S 503,195 S -
Maintenance Fee S 105,675 S 422,700
Implementation S 417,592 S -
Training S 40,000 S -
1ST YR Cost S 1,066,462
2018 Capital Budget S 1,123,758
Future Expense Budget S 422,700
Potential Savings Opportunities S 791,191 S 3,164,764
1,489,162
5Y TCO 3 T
. . $ 3,955,955
Estimated 5Y Savings
2,466,793
ﬁ NET 5Y TCO > CRIIR R
[
KERN HEALTH
SYSTEMS

kernhealthsystems.com
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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.

KERN HEALTH
SYSTEMS

kernhealthsystems.com

74 /160



KHS Finance Committee Meeting, August 3, 2018

Questions

Please contact:

Alan Avery
661-664-5005
Alan.Avery@khs-net.com

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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76/160

Proposed administrative contract over $100,000, August 9, 2018.

1. Operational Agreement with Cognizant

a.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign

Contact

Richard Pruitt, Chief Information Officer

Background

KHS implemented a new core claims processing system, QNXT, in
2015. Due to some limitations of the core claims system and
flexibility to configure Alternative Payment Methodology contracts,
it is critical to purchase the NetworXs modeler, pricer and analytics
tool.

Discussion

The NetworX tool has several system benefits including real time
system integration, ability to expand configuration flexibility,
support APM, support contract modeling, and increase claims auto
adjudication and auto pricing. The tool will allow KHS to leverage

350 different payment types opposed to the current 15 payment

types.

Fiscal Impact
Not to exceed $1,489,162 per five years.

Risk Assessment
If the contract with Cognizant for the NetworX modeler, pricer, and
analytics tool is not approved, KHS will remain limited to achieve

strategic goals for APM contracts and auto adjudication.
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g. Attachments
An Agreement at a Glance form and the quote are attached.

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

This contract is pending Legal review.
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X Contract
|| Purchase
AGREEMENT AT A GLANCE
Department Name: Information Technology Department Head: Richard Pruitt

Contract Vendor: Cognizant

Vendor contact Name & e-mail: Krithika Murali, Krithika.Murali@cognizant.com
What services will this vendor provide to KHS? Cognizant will provide KHS with a perpetual license for
NetworX Modeler and Pricer with five years of support and maintenance in addition to implementation costs.

ONXT. in 2015. Due to some limitations of the core claims system and
flexibility to configure Alternative Payment Methodology contracts. it is

critical to purchase the NetworXs modeler. pricer and analvtics tool.

The NetworX tool has several system benefits including real time
system integration, expand configuration flexibility, support APM.,

support contract modeling, and increase claims auto adjudication and

auto pricing.
[] Establish a new agreement Previous Agreement No. or Amendment No.
Amendment Date Agreement Began
L . . Brief Explanation Cognizant will provide KHS with a perpetual license
[ Continuation of an Existing Contract for NetworX modeler, pricer, and analytics with five (5) vears of
[ Repl support. The contract will also include the implementation costs for
IR 2018 project to model, build, and migrate fifteen (15) facility contracts

[] Addendum by 12/31/18.

[] Retroactive Agreement

Reason for delay in approval:
Retroactive Date

D Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-1, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted ($50,000.00) and One Hundred Thousand Dollars or more if budgeted (8 100,000.00) but must be documented on the RFQ form
(Atrachment A). Actual bid, sole or single source justification and/or cost price analysis documenis are required for purchases over Fifty Thousand
Dollars or more if not budgeted ($30,000.00) and One Hundred Thousand Dollars or more if budgeted (5100,000.00). Request for Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (550,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

Brief vendor selection justification:
Sole source —no competitive process can be performed.

Brief reason for sole source: NetworX tool is directly integrated into QNXT (KHS* Core claims processing system)

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

|:[ HIPAA Business Associate Agreement is required for this Contract
[\ = FETESE et = e . _"-',”L;, t Fiscal sipact |-

YTy & L0 =t =t

Form updated 11/28/16
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KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [ ] NO XIYES

Budgeted Cost Center 228 GL# | (Q 3

Will this require additional funds? & NO [IYES
Maximum cost of this agreement not to exceed: $1.489.162 per five years.

Notes: Includes tual license for NetworX modeler and pricer with S years of support plus implementation costs.

Effective date:  8/15/18 Termination date: 8/14/23

Explain extension provisions, termination conditions and required notice:

Purchasin:

Department Head Director oﬁﬁm&nt

?{24'/1@ Z 2=/ 1Y

Date Date

Reviewed as to Budget: Reeommmtaﬁxecutive Committee:
P, L. ;

Chief Financial Officer or Controller Committee C?aimrﬁ/ i )
3 !} S)'g 7|°u|'|‘g

Date Date

Compliance Review: Legal Review:
& L€

Chief ComplianceOfficer Legal Counsel
?/ 2y lr )V

Date Date

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman

Date

Form updated 11/28/16
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KERN HEALTH

SYSTEMS
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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KERN HEALTH
SYSTEMS

Backup Software

August 2018
Richard M. Pruitt

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Agenda

* Purpose

* Why Replace

* Review Process

* Selection Criteria

* Vendor Recommendation

* Board Request

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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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.

KERN HEALTH
SYSTEMS

kernhealthsystems.com

84 /160



KHS Finance Committee Meeting, August 3, 2018

Review Process

e 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

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Selection Criteria

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
-
KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Vendor Recommendation

KHS Finance Committee Meeting, August 3, 2018

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

Vendor Comparison Current Solution Vendor 1 Vendor 2
Hardware S 451,000 S 225,654 200,000
Software S 135,000 ** N/A 335,985
Year 1-3 Support S 141,000 ** S 194,580 135,972
Cloud Archive/Disaster Recovery 5 150,000 ** S 117,821 84,000
Tax S 21,118 21,118
3Y Total Cost of Ownership S 877,000 S 559,174 777,075
3Y Savings $ - $ 317,826 99,925
L
KE%%»}{EE%TH **These are costs (Sum: $426k/3 years=5142,000/year) that would apply year over year if

kernhealthsystems.com 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.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Questions

Please contact:

Richard M. Pruitt
661-664-5078
richard.pruitt@khs-net.com

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Proposed administrative contract over $100,000, August 9, 2018.

1. Operational Agreement with CDW-G

a.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign

Contact

Richard Pruitt, Chief Information Officer

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

Discussion

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.

Fiscal Impact
Not to exceed $559, 174.00 per three years.
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f. Risk Assessment
If the contract with CDW-G for the Backup and Recovery Solution
is not approved, KHS will incur costs to maintain the Fresno site as
well as remain limited with its Disaster Recovery and Business
Continuity plan.

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

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

This contract is pending legal approval.
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X Contract
| Purchase
AGREEMENT AT A GLANCE
Department Name: Information Technology Department Head: Richard Pruitt

Contract Vendor: CDW-G

Vendor contact Name & e-mail: Tom Latzke, tomlat@cdw.com

What services will this vendor provide to KHS? CDW-G will provide KHS with Rubrik backup and recovery

solution and three (3) vears of hardware support and maintenance.

o N = N R e

Type of Agreemem Professional Serwces Background Severa! months ago, KHS management orgamzed 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.

—= :
A Previous Agreement No. ____ or Amendment No.

[] Amendment Date Agreement Began
Brief Explanation The backup and recovery solution will allow KHS to

[J Continuation of an Existing Contract 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 I'T department goals and objectives.

Reason for delay in approval:

[] Replacement

[1 Addendum

[] Retroactive Agreement

Retroactive Date

X Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-I, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (350,000.00) and One Hundred Thousand Dollars or more if budgeted ($100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dallars or more if not budgeted (530,000.00) and One Hundred Thousand Dollars or more if budgeted (8 100.000.00). Request for Propesal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

lans reviewed several solutions and conducted analysis.

Brief vendor selection justification: Eleven (11) LHPC health
Sole source — no competitive process can be performed.

Brief reason for sole source:

[] Conflict of Interest Form is required for this Contract

[] HIPAA Business Associate Agreement is required for this Contract
Fiscal Impact

Form updated 11/28/16
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KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [ ] NO MYES
Budgeted Cost Center 225 GL# 1663

Will this require additional funds? XINO [CIYES
Maximum cost of this agreement not to exceed: $559.174.00 per three years

Notes:

Effective date:  8/15/18 Termination date: 8/14/21

Explain extension provisions, termination conditions and required notice:

Contract Owner: " Pu rchasing:

s
Department Head Director urement
F126/1%
Date

Date
Reviewz)mget: ReconF:n}:jj bwmttee:

Chief Financial Officer or Controller Committee Chairm
Lo 775‘16719

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

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman

Date

Form updated 11/28/16
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KERN HEALTH
SYSTEMS

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:

e Microsoft Experts and Engineers.
o Interactive Digital Labs
e Product road maps, vision, and strategies

Reguested Action

Approve; Refer to KHS Board of Directors.

95/160



KHS Finance Committee Meeting, August 3, 2018

KERN"‘EEALTH REQUEST FOR

SYSTEMS
9700 Stockdale Hwy TRAVE L

st AUTHORIZATION

INSTRUCTIONS TO EMPLOYEE:
(1) This form shall be used to request authorization for all travel and training requiring airline, train, car rental and/or hotel

arrangements.
(2) This form must be signed by the employee and approved by the Management/Department Head and either the CEO or

CFO before travel arrangements can be made.

Dept: 220

Name: _Brad DeHart Date: __4/11/2018

Please attach literature, brochure or pamphlet, if available, that describes:
Purpose of Travel: Class: Conference: X Cost: $2,395.

Microsoft Tenite 2018, Ol —— OB ianEG Ol

and Hvatt Regency Orlando
Destination: __ 9801 International Drive, Orlando FL, 32819

Travel Departure Date and Time: _9/23/2018 -00 am Travel Return Date and Time: _9/28/2018 12:00 pm

Please check type of transportation and/or accommodations requesting:

X Airline Reservation Confirmation# Cost: $600.

Car Reservation Confirmation# Cost:

X LF

Hotel — Please indicate room type: Confirmation# Cost:_5 x $267. + Taxes = $1,469
(All rooms are king and non-smoking, unless otherwise specified. Gov't rates will be used when available.)

X Meals
Please Explain:_ S: $59. M: $29.50 T: $29.50 W:$29.50 TR $29.50 F: $29.50 $206.50
OTHER EXPENSES (Per Diem, Taxi, Bus, Cab, Parking, misc) Cost: $100.

(If using your own vehicle for transportation complete and attach B Mileage Authorization and Insurance Form. See Policy #8.25

Employee Travel Expense Reimbursement.)
Total Cost: $ $4,771.

10 Cr

EMPEOYEE SIGNATURE DATE

oo Lhis[13
MANAGER/DEPARTMENT HEAD SIGNAT?E DATE
A a 44

CEO, CD;{,:R CFO APPRO! A{ ( DATE

KHS BOARD APPROVAL FOR UNUSUAL TRAVEL DATE
Rev. 07/2012

=N
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KERN HEALTH
SYSTEMS

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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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF MAY 31,2018
ASSETS MAY 2018 | APRIL2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 89,501,819 | § 90,769,098 | $ (1,267,279)
Short-Term Investments 163,355,417 164,005,156 (649,739)
Pass-through Monies Held for Future Payment 15,688,827 83,443,803 (67,754,976)
Premiums Receivable - Net 58,289,534 57,131,460 1,158,074
Interest Receivable 419,124 209,481 209,643
Other Receivables 2,209,744 1,643,817 565,927
Prepaid Expenses & Other Current Assets 806,009 1,055,070 (249,061)
Total Current Assets $ 330,270,474 | § 398,257,885 | §  (67,987,411)
[ RESTRICTED ASSETS s 300,000 | $ 300,000 | $ -]
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,098,624 6,203,634 (105,010)
Automobile - Net 15,840 16,232 (392)
Building and Building Improvements - Net 6,518,687 6,546,543 (27,856)
Capital Projects in Process 14,529,375 13,582,161 947,214
Total Capital Assets $ 32,039,088 | $ 31,225,132 | § 813,956
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,910 684,910 -
Total Long Term Assets $ 684,910 | § 684,910 | § -
DEFERRED OUTFLOWS OF RESOURCES B 2,890,063 [ § 2,890,063 [$ -
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES [ § 366,184,535 | § 433,357,990 [ $  (67,173,455)|
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 39917 | $ 33,433 6,484
Accrued Salaries and Employee Benefits 2,317,354 2,132,629 184,725
Accrued Other Operating Expenses 1,241,766 1,037,929 203,837
Accrued Taxes and Licenses 15,320,808 7,670,554 7,650,254
Other Medical Liabilities - Nonoperating Passthrough 15,688,827 83,443,803 (67,754,976)
Claims Payable (Reported) 14,031,193 15,270,186 (1,238,993)
IBNR - Inpatient Claims 34,023,940 38,407,512 (4,383,572)
IBNR - Physician Claims 11,352,092 12,997,753 (1,645,661)
IBNR - Accrued Other Medical 16,926,794 18,266,357 (1,339,563)
Risk Pool and Withholds Payable 3,320,544 3,417,955 (97,411)
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 =
Other Liabilities 50,701,087 49,668,287 1,032,800
Total Current Liabilities $ 167,289,179 | $ 234,671,255 | $§  (67,382,076)
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | § 6,082,752 | § -
| DEFERRED INFLOWS OF RESOURCES [$ 270,949 [ § 270,949 | § B
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 1,999,834 1,791,213 208,621
Total Net Position $ 192,541,655 | $ 192,333,034 | $ 208,621
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION [ § 366,184,535 || § 433,357,990 [ $  (67,173,455)
KHS7/26/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

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

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED MAY 31,2018 ACTUAL | BUDGET [ VARIANCE
ENROLLMENT
166,685 164,900 1,785 Family Members 828,305 820,500 7,805
59,232 58,150 1,082 Expansion Members 294,013 289,250 4,763
15,224 14,050 1,174 SPD Members 72,149 70250 1,899
5,932 5,125 807 Other Members 29,384 25,375 4,009
8,307 7,900 407 Kaiser Members 40,950 39,250 1,700
255,380 250,125 5,255 Total Members-MCAL 1,264,801 1,244,625 20,176
REVENUES

23,080,439 | 21,089,290 1,991,149 Title XIX - Medicaid - Family and Other 105,370,692 | 104,972,568 398,124

21,917,368 20,444,864 1,472,504 Title X1X - Medicaid - Expansion Members 104,214,775 | 101,704,598 2,510,177

11,583,059 [ 10,856,567 726,492 Title XIX - Mcdicaid - SPD Members 54,084,459 | 54,282,833 (198,374)
7,883,583 7,623,110 260,473 Premium - MCO Tax 38,917,405 | 37,934,591 982,814

392,144 270,498 121,646 Interest /Dividends 2,033,965 1,346,070 687,895
- 113,846 (113,846) Reinsurance Recoveries - 566,526 (566,526)
1,257,496 - 1,257,496 COB/Subrogation Collections 15,006,533 - | 15,006,533
21,528,562 -| 21,528,562 Rate/Income Adjustments 24,912,256 -| 24,912,256
(99,712) - (99,712) Other Income (Expense) (930,774) - (930,774)
87,542,939 | 60,398,175 || 27,144,764 TOTAL REVENUES 343,609,312 || 300,807,187 | 42,802,125
EXPENSES
Medical Costs:

13,315,057 | 12,701,316 (613,741) Physician Services 69,220,412 | 63,232,492 | (5,987,920)
3,414,591 2,803,816 (610,775) Other Professional Services 15,085,032 | 13,863,952 |  (1,221,080)
4,510,035 4,138,305 (371,730) Emergency Room 23,457,959 20,599,100 (2,858,859)

13,932,093 | 13,264,996 (667,097) Inpatient 71,849,895 | 66,071,406 |  (5,778,489)

115,783 113,846 (1,937) Reinsurance Expense 572,622 566,526 (6,096)
6,587,061 4,795459 | (1,791,602) Outpatient Hospital 28,571,780 | 23,884,078 |  (4,687,703)
6,103,942 2,404,532 | (3,699,410) Other Medical 15,222,104 | 11,987,330 | (3,234,773)
9,203,737 9,105,699 (98,038) Pharmacy 45,678,544 | 45,365,957 (312,587)

494,146 484,450 (9,696) Pay for Performance Quality Incentive 2,447,702 2,410,750 (36,952)

20,941,682 - | (20,941,682) Non-Claims Expense Adjustment 20,941,682 - | (20941,682)

(1,917,277) . 1,917,277 IBNR, Incentive, Paid Claims Adjustment (5,334,565) # 5,334,565

76,700,850 | 49,812,417 [ (26,888,433) Total Medical Costs 287,713,166 | 247,981,591 | (39,731,576)

10,842,089 | 10,585,758 256,331 GROSS MARGIN 55,896,146 || 52,825,596 3,070,550

Administrative:
1,916,952 2,000,418 83,466 Compensation 9,522,410 | 10,006,280 483,870

636,968 612,444 (24,524) Purchased Services 3,149,939 3,094,746 (55,193)

71,465 101,244 29,779 Supplies 266,722 506,599 239,877

122,140 132,103 9,963 Depreciation 636,171 654,516 18,345

279,546 306,786 27,240 Other Administrative Expenses 1,339,878 1,482,893 143,015
3,027,071 3,152,995 125,924 Total Administrative Expenses 14,915,120 15,745,033 829,913

79,727,921 | 52965412 | (26,762,509)| TOTAL EXPENSES [ 302,628,286 || 263,726,624 || (38,901,663)||
[ 7815018 7,432,764 | 382,254 || OPERATING INCOME (LOSS) BEFORE TAX I[ 40,981,026 | 37,080,563 | 3,900,463 ||
[ 7650254 ]  7.623.010] (27,144)] MCO TAX [ 38,111,534 | 37,934,591 [ (176,943)]
I 164,764 [ (190,347)] 355,111 | OPERATING INCOME (L,OSS) NET OF TAX [ 2869492  (854,028) 3,723,520 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projccts/Community Grants = - -
43,857 (333,333) 377,190 Health Home (869,658)|  (1,666,666) 797,008
43,857 (333,333) 377,190 | TOTAL NONOPERATING REVENUES (EXPENSES) (869,658)|  (1,666,666) 797,008
( 208,621 | (523,680)] 732,301 || NET INCREASE (DECREASE) INNET POSITION | 1,999.834 | (2,520,694)] 4,520,528 ||
I 96.3%|| 94.4%| -1.9%]| MEDICAL LOSS RATIO I 94.4%| 94.3%|| -0.1%||
[ 38%| 6.0%] 2.2%|| ADMINISTRATIVE EXPENSE RATIO I 4.9%| 6.0%] 1.1%)|
KHS7/26/2018
Management Use Only Page 2
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED MAY 31, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,685 164,900 1,785 Family Members 828,305 820,500 7,805
59,232 58,150 1,082 Expansion Members 294,013 289,250 4,763
15,224 14,050 1,174 SPD Members 72,149 70,250 1,899
5,932 5,125 807 Other Members 29,384 25,375 4,009
8,307 7,900 407 Kaiser Members 40,950 39,250 1,700
255,380 250,125 5,255 Total Members- MCAL 1,264,801 1,244,625 20,176
REVENUES
133.71 124.04 9.67 Title XIX - Medicaid - Family and Other 122.85 124.10 (1.25)
370.03 351.59 18.44 Title XIX - Medicaid - Expansion Members 354.46 351.61 2.84
760.84 772.71 (11.87) Title XIX - Medicaid - SPD Members 749.62 772.71 (23.09)
31.91 31.47 0.44 Premium - MCO Tax 31.80 31.47 0.33
1.59 1.12 0.47 Intérest /Dividends 1.66 1.12 0.55
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
5.09 0.00 5.09 COB/Subrogation Collections 12.26 0.00 12.26
87.13 0.00 87.13 Rate/Income Adjustments 20.36 0.00 20.36
(0.40) 0.00 (0.40) QOther Income (Expense) (0.76) 0.00 (0.76)
354.32 249.35 104.97 TOTAL REVENUES 280.76 249.55 31.21
EXPENSES
Medical Costs:
53.89 52.44 (1.46) Physician Services 56.56 52.46 (4.10)
13.82 11.58 (2.24) Other Professional Services 12.33 11.50 (0.82)
18.25 17.08 (1.17) Emergency Room 19.17 17.09 (2.08)
56.39 54.76 (1.63) Inpatient 58.71 54.81 (3.89)
0.47 0.47 0.00 Reinsurance Expense 0.47 0.47 0.00
26.66 19.80 (6.86) Outpatient Hospital 23.35 19.81 (3.53)
24.71 9.93 (14.78) Other Medical 12.44 9.94 (2.49)
37.25 37.59 0.34 Pharmacy 37.32 37.64 0.31
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
84.76 0.00 (84.76) Non-Claims Expense Adjustment 17.11 0.00 (17.11)
(7.76) 0.00 1.76 IBNR, Incentive, Paid Claims Adjustment (4.36) 0.00 4.36
310.44 205.65 (104.79) Total Medical Costs 235.09 205.73 (29.36)
43.88 43.70 0.18 GROSS MARGIN 45.67 43.83 1.85
Administrative:
7.76 8.26 0.50 Compensation 7.78 8.30 0.52
2.58 2.53 (0.05) Purchased Services 2.57 2.57 (0.01)
0.29 0.42 0.13 Supplies 0.22 0.42 0.20
0.49 0.55 0.05 Depreciation 0.52 0.54 0.02
1.13 1.27 0.14 Other Administrative Expenses 1.09 1.23 0.14
12.25 13.02 0.77 Total Administrative Expenses 12.19 13.06 0.88
( 322.69 || 218.66 || (104.03) TOTAL EXPENSES I 24728 | 218.79 (28.48)|
( 31.63 [ 30.69 | 0.95 OPERATING INCOME (LOSS) BEFORE TAX | 33.49 30.76 || 272
(l 30.96 || 31.47 | 0.51 | MCO TAX | 3114 31.47 ] 0.33 ||
(l 0.67 | {0.79)]| 1.45 OPERATING INCOME (LOSS) NET OF TAX | 2.34 || (0.71) 3.05 ||
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
(0.17) (1.38) (1.20) Health Home 0.69 (6.88) (7.57)
(0.17) (1.38) (1.20)] TOTAL NONOPERATING REVENUES (EXPENSES) 0.69 (6.88) (7.57)
I 0.84 || (2.16)] 3.01]] NETINCREASE (DECREASE) INNET POSITION | 1.63 || (2.09)] 3.73]
( 96.3%| 94.4%|| -1.9%| MEDICAL LOSS RATIO | 94.4%) 94.3%] -0.1%)||
( 3.8%| 6.0%][ 2.2%|[ ADMINISTRATIVE EXPENSE RATIO I 4.9%| 6.0%] 1.1%)|
KHS7/26/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH APRIL MAY DATE
THROUGH MAY 31,2018 2018 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 2,795,669 3,032,803 3,097,782 14,589,889
Referral Specialty Services 9,240,467 8,846,562 10,522,041 9,730,130 8,733,446 47,072,646
Urgent Care & After llours Advise 1,069,333 1,008,534 2,281,593 1,678,588 1,474,529 7,512,577
Hospital Admitting Team 9,300 8,400 9,300 9,000 9.300 45,300
TOTAL PHYSICIAN SERVICES 13,239,777 12,606,454| 15,608,603 || 14,450,521 13,315,057 69,220,412
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 251,973 228.790 246,347 1,218,345
310 - Health Services - Utilization M. - UM Allocation * 761,074 704,252 799,729 642,963 755,456 3,663,474
311 - Health Services - Quality Improvement - UM Allocation * 118,821 107,550 123,692 89,357 91,557 530,977
312 - Health Services - Education - UM Allocation * 76,022 65,961 79,421 70,442 80,056 371,902
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 103,112 80,930 95,489 462,028
314 - Health Homes - UM Allocation * 44,203 41,266 48,457 41,054 48,687 223,667
616 - Disease Managenient - UM Allocation * 56,128 59,793 70.852 54,370 64,544 305,687
Behavior Health Treat L 488,079 385,879 454,810 490,975 524,803 2,344,546
Mental Health Services 63,645 122,453 96,062 319,743 431,902 1,033,805
Other Professional Services 1,027,749 965,677 968,482 892,942 1,075,750 4,930,600
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 2,996,590| 2,911,566 3,414,591 15,085,032
EMERGENCY ROOM 4,269,344 4,171,278 5,259,525 5,247,777, 4,510,035 23,457,959
INPATIENT HHOSPITAL 13,588,711 13,055,324 I6.‘J7J.565I 14,300,202 13,932,003 71,849,895)
REINSURANCE EXPENSE PREMIUM 113,536 117,345 118,427, 107,531 115,783 572,622
OUTPATIENT HOSPITAL SERVICES 5,307,045 5,138,504 5,322,082 6,217,088} 6,587,061 28,571,780
OTHER MEDICAL
Ambulance 338,351 352,496 350,066 327,106 381,817 1,749,836
Home Health Services & CBAS 387,076 354,315 265.517 292,019 278,153 1,577,080
Utilization and Quality Review Expenses 284,192 42,175 226,751 159,266 241,649 954,033
Long Term/SNF/Hospice 999,658 771,625 923,259 686,826 808,413 4,195,781
Enhanced Medical Benefi - 9,604 - - - 9,604
Provider Enhancement Expense - - - - 3,585,959 3,585,959
Non-Medical Transportation 413,329 387,049 811,267 730,215 807,951 3.149.811
TOTAL OTHER MEDICAL 2,422,606 1,923,264 2,576,860, 2,195,432 6,103,942 15,222,104
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 8,276,129 7,813,536 8,060,735 40,216,958
RX - HEP-C 729,042 557,006 600,369 500.230 483,336 2.869.983
Rx - DME 620,941 570,130 608,997 643,269 823,066 3,266,403
RX - Pharmacy Rebates (116,000) (116,000) (116,000} (163,400) (163,400) {674.800)
TOTAL PHARMACY SERVICES 9,767,063 8,544,614 9,369,495 8,793,635 9,203,737| 45,678,544
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 489,882 492,694 494,146 2,447,702,
NON-CLAIMS EXPENSE ADJUSTMENT - - - - 20,941,682 20,941,682
I1BNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427) (81,180) 18,265 (1,015,946), (1917,277) {5,334,565)
Total Medical Costs 49,826,819 48,75]|70;“ 58,733,294 53,700,500 76,700,850} 287,713,166
KHS7/26/2018 Page 9
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY MARCH APRIL MAY DATE
THROUGH MAY 31,2018 2018 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.41 12.31 12.54 11.92
Referral Specialty Services 38.23 36.28 42.96 39.50 35.35 38.46
Urgent Care & After Hours Advise 4.42 4.14 9.31 6.81 5.97 6.14
Hospital Admitting Team 0.04 0.03 0.04 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 54.78 51,71 63.72 58.66 53.89] 56.56
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.03 0.93 1.00 1.00
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.26 2.61 3.06 2.99
311 - Health Services - Quality Improvement - UM Allocation * 0.49 0.44 0.50 0.36 0.37 0.43
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.32 0.29 0.32 0.30
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.42 0.33 0.39 0.38
314 - Health Homes - UM Allocation * 0.18 0.17 0.20 0.17 0.20 0.18
616 - Discase Manag t - UM Allocation * 0.23 0.25 0.29 0.22 0.26 0.25
Behavior Health Treatment 2.02 1.58 1.86 1.99 2.12 1.92
Mental Health Services 0.26 0.50 0.39 1.30 1.75 0.84
Other Professional Services 4.25 3.96 3.95 3.62 4.35 4.03
TOTAL OTHER PROFESSIONAL SERVICES 12.30] 11.44 12.23 11.82 13.82 12.33
EMERGENCY ROOM 17.67, 17.11 21.47 21.30 18.25 19.17
INPATIENT HOSPITAL 56.23 53.55 69.30] 58.05) 56.39 58.71
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48' 0.44 0.47 0.47
OUTPATIENT HOSPITAL SERVICES 21.96] 21.08[] 21.73I 25.24 26.66 23.35)|
OTHER MEDICAL
Ambulance 1.40 1.45 1.43 1.33 1.55 1.43
Home Health Services & CBAS 1.60 1.45 1.08 1.19 1.13 1.29
Utilization and Quality Review Lxpenses 1.18 0.17 0.93 0.65 0.98 0.78
Long Term/SNF/Hospice 4.14 3.19 3.77. 2.79 3.27 3.43
Enhanced Medical Benefits 0.00 0.04 0.00 0.00 0.00 0.01
Provider Enhancement Expense 0.00 0.00 0.00 14.51 2.93
Non-Medical Transportation 1.71 1.59 3.31 2.96 3.27 2.57
TOTAL OTHER MEDICAL 10.02 7.89) 10.52 8.91 24.71 12.44]
PHARMACY SERVICES
RX - Drugs & OTC 3531 30.90 33.79 31572 32.62 32.86
RX - HEP-C 3.02 2.28 2.45 2.03 1.96 235
Rx - DME 2.57. 2.34 2.49 2.61 3.33 2.67
RX - Pharmacy Rebates (0.48) (0.48) {0.47)] {0.66) (0.66) (0.55)
TOTAL PHARMACY SERVICES 40.41 35.05] 38.25) 35.70) 37.25] 37.32]
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00 2.00 2.00 2.00
NON-CLAIMS EXPENSE ADJUSTMENT 0.00 0.00 0.00 0.00 84.76 17.11
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68), (0.33)) 0.07 (4.12) (7.76), (4.36)|
Total Medical Costs 206.17| 199.96 239.79 217.99] 310.44] 235.09]
KHS7/26/2018 Page 10
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF MAY 31,2018

ASSETS MAY 2018 APRIL 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,449,702 | $ 1,449,702 -
Interest Receivable 3,480 1,740 1,740
Prepaid Expenses & Other Current Assets 834 1,667 (833)
TOTAL CURRENT ASSETS $ 1,454,016 | § 1,453,109 | $ 907
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,937 11,937 -
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 365,786 | $ 365,786 | $ -
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 7,203 6,296 907
Total Net Position $ 1,088,230 | § 1,087,323 | § 907
TOTAL LIABILITIES AND NET POSITION || § 1,454,016 | $ 1,453,109 | $ 907
Il’flgszgzeerfe?taUse Only Page 13
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH CHANGES IN NET POSITION YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED MAY 31, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
[ - - - Members = - | -
REVENUES
- - - Premium - - -
1,740 - 1,740 Interest 8,701 - 8,701
- - - Other Investment Income 2,668 - 2,668
1,740 2 1,740 TOTAL REVENUES 11,369 - 11,369
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
I 1,740 || -l 1,740 | GROSS MARGIN I 11,369 | - 11,369 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 4,166 - (4,166)
833 - (833) Total Administrative Expenses 4,166 - (4,166)
( 833 | B (833)] TOTAL EXPENSES I 4,166 || - (4,166)]|
( 907 || - 907 || OPERATING INCOME (L.0SS) I 7,203 | - 7,203 ||
I -1 -1 -] TOTAL NONOPERATING REVENUE (EXPENSES) | - - -
( 907 || -0 907 | NET INCREASE (DECREASE) IN NET POSITION || 7,203 || - 7,203 |
| 0%|| 0%] 0%] MEDICAL LOSS RATIO | 0%]| 0% 0%
( 48%|[ 0%| -48%|| ADMINISTRATIVE EXPENSE RATIO I 37%| 0%)| -37%||
KHS7/26/2018
Management Use Only Page 14
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KERN HEALTH
SYSTEMS

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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Kern Health Systems
Financial Packet
June 2018

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position

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

Schedule of Medical Costs

Schedule of Medical Costs - PMPM

Schedule of Medical Costs by Month

Schedule of Medical Costs by Month — PMPM

Schedule of Administrative Expenses by Department

Schedule of Administrative Expenses by Department by Month

KHS Group Health Plan — Healthy Families Line of Business
Comparative Statement of Net Position

Statement of Revenue, Expenses, and Changes in Net Position

KHS Administrative Analysis and Other Reporting

Monthly Member Count

Page 1
Page 2
Page 3
Page 4
Page 5
Page 6
Page 7
Page 8
Page 9
Page 10
Page 11

Page 12

Page 13

Page 14

Page 15
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF JUNE 30,2018
ASSETS JUNE2018 | MAY2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 75,970,209 | § 89,501.819 | $ (13,531,610)
Short-Term Investments 159,488,803 163,355,417 (3,866,614)
Pass-through Monies Held for Future Payment - 15,688,827 (15,688,827)
Premiums Receivable - Net 60,563,775 58,289,534 2,274,241
Interest Receivable 305,103 419,124 (114,021)
Other Receivables 1,423,404 2,209,744 (786,340)
Prepaid Expenses & Other Current Assets 1,180,261 806,009 374,252
Total Current Assets S 298,931,555 [ § 330,270,474 | $  (31,338,919)
[ RESTRICTED ASSETS | $ 300,000 | $ 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,022,164 6,098,624 (76,460)
Automobile - Net 15,449 15,840 (391)
Building and Building Improvements - Net 6,490,832 6,518,687 (27,855)
Capital Projects in Process 16,454,738 14,529,375 1,925,363
Total Capital Assets $ 33,859,745 | $ 32,039,088 | $ 1,820,657
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,772 684,910 (138)
Total Long Term Assets S 684,772 | $ 684,910 | $ (138)
[ DEFERRED OUTFLOWS OF RESOURCES | s 2,890,063 | $ 2,890,063 | $ - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 336,666,135 | $ 366,184,535 | §  (29,518,400))
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 24,133 | § 39,917 (15,784)
Accrued Salaries and Employee Benefits 2,465,125 2,317,354 147,771
Accrued Other Operating Expenses 1,303,921 1,241,766 62,155
Accrued Taxes and Licenses - 15,320,808 (15,320,808)
Other Medical Liabilities - Nonoperating Passthrough - 15,688,827 (15,688.827)
Claims Payable (Reported) 15,949,237 14,031,193 1,918,044
IBNR - Inpatient Claims 34,673,464 34,023,940 649,524
IBNR - Physician Claims 10,141,309 11,352,092 (1,210,783)
IBNR - Accrued Other Medical 17,517,165 16,926,794 590,371
Risk Pool and Withholds Payable 2,799,631 3,320,544 (520,913)
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 50,410,645 50,701,087 (290,442)
Total Current Liabilities $ 137,609,487 | $ 167,289,179 | $  (29,679,692)
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | $ 6,082,752 | $ -
DEFERRED INFLOWS OF RESOURCES | § 270,949 | § 270,949 [ § -
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 2,161,126 1,999,834 161,292
Total Net Position $ 192,702,947 | § 192,541,655 | $ 161,292
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 336,666,135 | $ 366,184,535 | $  (29,518,400)
KHS7/26/2018
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

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

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED JUNE 30, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,684 165,300 1,384 Family Members 994,989 985,800 9,189
59,975 58,300 1,675 Expansion Members 353,988 347,550 6,438
14,590 14,050 540 SPD Members 86,739 84,300 2,439
6,068 5,150 918 Other Members 35,452 30,525 4,927
8,294 7,925 369 Kaiser Members 49,244 47,175 2,069
255,611 250,725 4,886 Total Members- MCAL 1,520,412 1,495,350 25,062
REVENUES

21,832,796 | 21,136,678 696,118 Title XIX - Medicaid - Family and Other 127,203,488 | 126,109,247 1,094,242

21,204,090 20,496,837 707,253 Title XIX - Medicaid - Expansion Members 125,418,865 | 122,201,435 3,217,430

11,083,761 | 10,856,567 227,194 Title XIX - Medicaid - SPD Members 65,168,220 | 65,139,400 28,820
7,817,901 7,641,206 176,695 Premium - MCO Tax 46,735,306 | 45,575,797 1,159,509

493,098 271,140 221,958 Interest /Dividends 2,527,063 1,617,210 909,853
139,352 114,116 25,236 Reinsurance Recoveries 139,352 680,642 (541,290)
1,027,705 - 1,027,705 COB/Subrogation Collections 16,034,238 - 16,034,238
(1,680,199) - (1,680,199 Rate/Income Adjustments 23,232,057 - | 23,232,057
345,348 - 345,348 Other Income (Expense) (585,426) - (585,426)
62,263,852 | 60,516,544 1,747,308 TOTAL REVENUES 405,873,164 || 361,323,731 || 44,549,433
EXPENSES
Medical Costs:

13,013,296 | 12,728,724 (284,572) Physician Services 82,233,708 | 75,961,216 |  (6,272,492)
3,111,320 2,822,747 (288,573) Other Professional Services 18,196,352 16,777,861 (1,418,491)
4,780,947 4,147,547 (633,400) Emergency Room 28,238,906 | 24,746,647 |  (3,492,259)

13,267,422 | 13,290,353 22,931 Inpatient 85,117,317 | 79,361,760 |  (5,755,558)

116,124 114,116 (2,008) Reinsurance Expense 688,746 680,642 (8,104)
5,930,118 4,804,780 |  (1,125,338) Outpatient Hospital 34,501,898 | 28,688,858 |  (5,813,040)
3,282,963 2,408,064 (874,899) Other Medical 18,505,067 | 14,395,394 | (4,109,672)
8,567,706 9,121,953 554,247 Pharmacy 54,246,250 | 54,487,910 241,660

494,634 485,600 (9,034) Pay for Performance Quality Incentive 2,942,336 2,896,350 (45,986)

(11,991) - 11,991 Non-Claims Expense Adjustment 20,929,691 - | (20,929,691)

(1,197,835) - 1,197,835 IBNR, Incentive, Paid Claims Adjustment (6,532,400) - 6,532,400

51,354,704 | 49,923,885 |  (1,430,819) Total Medical Costs 339,067,870 | 297,996,637 | (41,071,233)

10,909,148 | 10,592,659 316,489 GROSS MARGIN 66,805,294 || 63,327,093 3,478,200

Administrative:
1,884,868 1,986,388 101,520 Compensation 11,407,278 | 11,901,506 494,228

578,949 611,195 32,246 Purchased Services 3,728,888 3,705,941 (22,947)

68,507 101,344 32,837 Supplies 335,229 607,943 272,714

127,238 132,103 4,865 Depreciation 763,409 786,619 23,210

275,729 286,701 10,972 Other Administrative Expenses 1,615,607 1,769,595 153,988
2,935,291 3,117,731 182,440 Total Administrative Expenses 17,850,411 18,771,603 921,192

[ 54,289,995 | 53,041,616 |  (1,248,379)] TOTAL EXPENSES I[ 356,918,281 || 316,768,240 [ (40,150,041)
[ 7973857 7474928 498,929 || OPERATING INCOME (LOSS) BEFORE TAX [ 48,954,883 | 44555491 4,399,302
[ 7578828 7,641,206 | 62,378 | MCO TAX I 45,690362] 45,575,797 | (114,565)|
(l 395029 || (166.278)] 561,307 || OPERATING INCOME (LOSS) NET OF TAX [ 3264521 (1.020,306)] 4,284,827 |
NONOPERATING REVENUE (EXPENSES)
= - - Reserve Fund Projects/Community Grants - B -
(233,737) (333,334) 99,597 Health Home (1,103,395)]  (2,000,000) 896,605
(233,737) (333,334) 99,597 | TOTAL NONOPERATING REVENUES (EXPENSES) (1,103,395)][  (2,000,000) 896,605
I 161,292 | (499,612)] 660,904 |  NET INCREASE (DECREASE) INNET POSITION | 2,161,126 || (3,020,306)| 5,181,432 |
([ 94.3%] 94.4%|| 0.1%] MEDICAL LOSS RATIO | 94.4%|| 94.4%|| 0.0%)|
[ 54%] 5.9%|[ 0.5%] ADMINISTRATIVE EXPENSE RATIO Il 5.0%| 5.9%] 1.0%||
KHS7/26/2018
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED JUNE 30, 2018 ACTUAL | BUDGET [VARIANCE
ENROLLMENT
166,684 165,300 1,384 Family Members 994,989 985,800 9,189
59,975 58,300 1,675 Expansion Members 353,988 347,550 6,438
14,590 14,050 540 SPD Members 86,739 84,300 2,439
6,068 5,150 918 Other Members 35,452 30,525 4,927
8,294 7,925 369 Kaiser Members 49,244 47,175 2,069
255,611 250,725 4,886 Total Members-MCAL 1,520,412 1,495,350 25,062
REVENUES
126.38 124.01 2.38 Title XIX - Medicaid - Family and Other 123.45 124.08 (0.64)
353.55 351.58 1.97 Title XIX - Medicaid - Expansion Members 354.30 351.61 2.69
759.68 772.71 (13.03) Title XIX - Medicaid - SPD Members 751.31 772.71 (21.40)
31.61 31.47 0.14 Premium - MCO Tax 31.77 31.47 0.30
1.99 1.12 0.88 Interest /Dividends 1.72 1.12 0.60
0.56 0.47 0.09 Reinsurance Recoveries 0.09 0.47 (0.38)
4.16 0.00 4.16 COB/Subrogation Collections 10.90 0.00 10.90
(6.79) 0.00 (6.79) Rate/Income Adjustments 15.79 0.00 15.79
1.40 0.00 1.40 Other Income (Expense) (0.40) 0.00 (0.40)
251.76 249.24 2.51 TOTAL REVENUES 275.88 249.50 26.38
EXPENSES
Medical Costs:
52.62 52.42 (0.19) Physician Services 55.90 52.45 (3.44)
12.58 11.63 (0.95) Other Professional Services 12.37 11.59 (0.78)
19.33 17.08 (2.25) Emergency Room 19.19 17.09 (2.11)
53.65 54.74 1.09 Inpatient 57.86 54.80 (3.06)
0.47 0.47 0.00 Reinsurance Expense 0.47 0.47 0.00
23.98 19.79 (4.19) Outpatient Hospital 23.45 19.81 (3.64)
13.27 9.92 (3.36) Other Medical 12.58 9.94 (2.64)
34.64 37.57 2.93 Pharmacy 36.87 37.63 0.75
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
(0.05) 0.00 0.05 Non-Claims Expense Adjustment 14.23 0.00 (14.23)
(4.84) 0.00 4.84 IBNR, Incentive, Paid Claims Adjustment (4.44) 0.00 4.44
207.65 205.62 (2.03) Total Medical Costs 230.48 205.77 (24.70)
44.11 43.63 0.48 GROSS MARGIN 45.41 43.73 1.68
Administrative:
7.62 8.18 0.56 Compensation 7.75 8.22 0.46
2.34 2.52 0.18 Purchascd Services 2.53 2.56 0.02
0.28 0.42 0.14 Supplics 0.23 0.42 0.19
0.51 0.54 0.03 Depreciation 0.52 0.54 0.02
1.11 1.18 0.07 Other Administrative Expenses 1.10 1.22 0.12
11.87 12.84 0.97 Total Administrative Expenses 12.13 12.96 0.83
(i 219.52 | 218.46 || (1.06)] TOTAL EXPENSES I 242.61 | 218.74 (23.87)]
( 32.24 | 30.79 || 1.46 || OPERATING INCOME (LOSS) BEFORE TAX | 3328 | 30.77 || 2.51
( 30.64 | 3147 0.83 || MCO TAX I 31.06 || 3147 0.41 ]
(l 1.60 || (0.68)] 2.28 | OPERATING INCOME (LOSS) NET OF TAX I 222 | (0.70)] 2.92]
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.91 (1.37) (2.29) Health Home 0.73 (8.24) (8.96)
0.91 (1.37) (2.29) TOTAL NONOPERATING REVENUES (EXPENSES) 0.73 (8.24) (8.96)
( 0.65 || (2.06)] 2.71 || NET INCREASE (DECREASE) IN NET POSITION || 1.47 | 2.09] 355
[ 94.3%]| 94.4%| 0.1%]| MEDICAL LOSS RATIO I 94.4%|[ 94.4%| 0.0%||
(l 5.4%| 5.9%|| 0.5%] ADMINISTRATIVE EXPENSE RATIO I 5.0%|| 5.9%] 1.0%)|
KHS7/26/2018
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF JUNE 30, 2018

ASSETS JUNE 2018 MAY 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents 1,449,702 1,449,702 -
Interest Receivable 5,220 3,480 1,740
Prepaid Expenses & Other Current Assets - 834 (834)
TOTAL CURRENT ASSETS 1,454,922 1,454,016 | $ 906
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,937 11,937 -
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES 365,786 365,786 | $ -
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 8,109 7,203 906
Total Net Position 1,089,136 1,088,230 | $ 906
TOTAL LIABILITIES AND NET POSITION 1,454,922 1,454,016 | $ 906
KHS7/26/2018
Management Use Only Page 13
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH CHANGES IN NET POSITION YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED JUNE 30, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
|7 = a - Members = | = | -
REVENUES
- - - Premium - - -
1,740 5 1,740 Interest 10,441 < 10,441
- - - Other Investment Income 2,668 - 2,668
1,740 E 1,740 TOTAL REVENUES 13,109 Z 13,109
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
( 1,740 | - 1,740 || GROSS MARGIN I 13,109 || - 13,109 ||
Administrative
834 - (834) Management Fee Expense and Other Admin Exp 5,000 - (5,000)
834 - (834) Total Administrative Expenses 5,000 - (5,000)
(l 834 | - (834)] TOTAL EXPENSES I 5,000 | - (5,000)|
( 906 || -l 906 | OPERATING INCOME (LOSS) Il 8,109 | -] 8,109 |
f - -l - TOTAL NONOPERATING REVENUE (EXPENSES) | -1 - -
{l 906 || - 906 || NET INCREASE (DECREASE) IN NET POSITION | 8,109 | -] 8,109 ||
( 0% 0%]| 0% MEDICAL LOSS RATIO I 0% 0%][ 0%||
(l 48%| 0% -48%|| ADMINISTRATIVE EXPENSE RATIO I 38%| 0%|| -38%||
KHS7/26/2018

Management Use Only

Page 14
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