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KHS Finance Committee Meeting, June 2, 2017

AGENDA

FINANCE COMMITTEE MEETING

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

Friday, June 2, 2017

8:00 A.M.

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

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

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

COMMITTEE TO RECONVENE

Members: Deats, Casas, McGlew, Melendez, Rhoades

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

STAFF RECOMMENDATION SHOWN IN CAPS
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PUBLIC PRESENTATIONS

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

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

Minutes for KHS Finance Committee meeting on April 7, 2017 -
APPROVE

Report on KHS investment portfolio for the first quarter ending March 31, 2017
(Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Proposed Retroactive Amendment No. 18 to Physician Services Agreement and
Amendment No. 35 to Hospital and Other Facility Services Agreement with Kern
Medical Center for Medi-Cal Managed Care Capitation Rate Range Increases
pursuant to the Intergovernmental Agreement regarding the transfer of public funds
between the County of Kern and the California Department of Health Care Services
(Fiscal Impact: None) —

RETROACTIVE APPROVAL; REFER TO KHS BOARD OF DIRECTORS

Proposed Retroactive Amendment to Hospital and Other Facility Services
Agreement with Kern Valley Hospital for Medi-Cal Managed Care Capitation Rate
Range Increases pursuant to the Intergovernmental Agreement regarding the
transfer of public funds between Kern Valley Healthcare District and the California
Department of Health Care Services (Fiscal Impact: None) —

RETROACTIVE APPROVAL; REFER TO KHS BOARD OF DIRECTORS
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Proposed Retroactive Amendment to Hospital and Other Facility Services
Agreement with Tehachapi Valley Hospital for Medi-Cal Managed Care Capitation
Rate Range Increases pursuant to the Intergovernmental Agreement regarding the
transfer of public funds between Tehachapi Valley Healthcare District and the
California Department of Health Care Services (Fiscal Impact: None) —
RETROACTIVE APPROVAL; REFER TO KHS BOARD OF DIRECTORS

Proposed renewal and binding of insurance coverages for crime, property, general
liability, malpractice-professional liability, workers’ compensation, fiduciary liability,
excess cyber insurance, managed care errors and omissions, earthquake insurance
and flood insurance from July 1, 2017 through June 30, 2018 (Fiscal Impact:
$314,000 Estimated; Budgeted) —

APPROVE; REFER TO KHS BOARD OF DIRECTORS

Report on Kern Health Systems financial statements for February 2017, March 2017
and April 2017 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

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 2017, March 2017 and April 2017 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

ADJOURN TO FRIDAY, AUGUST 4, 2017 AT 8:00 A.M.

AMERICANS WITH DISABILITIES ACT
(Government Code Section 54953.2)

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

FINANCE COMMITTEE MEETING

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

Friday, April 7, 2017

8:00 A.M.

COMMITTEE RECONVENED AT 8:02 A.M.

Members present: Deats, McGlew, Melendez (arrived at 8:04 a.m.), Rhoades

Members absent: Casas

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

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED

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

COMMITTEE ACTION SHOWN IN CAPS

1)

2)

PUBLIC PRESENTATIONS

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

NO ONE HEARD

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD
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Minutes for KHS Finance Committee meeting on February 3, 2017 -
APPROVED
Rhoades-McGlew: 3 Ayes; 2 Absent — Casas, Melendez

NOTE — DIRECTOR MELENDEZ ARRIVED AT 8:04 A.M. AFTER THE VOTE ON
CONSENT ITEMS

Report by Daniells Phillips Vaughan & Bock on the audited financial statements of
Kern Health Systems for the year ending December 31, 2016 (Fiscal Impact:
None) — NANCY BELTON, SHANNON WEBSTER, DANIELLS PHILLIPS
VAUGHAN & BOCK, HEARD; RECEIVED AND FILED; REFERRED TO KHS
BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Proposed Agreement with American Logistics Company, LLC, for the
Administration of the Non-Emergency Medical Transportation Services, from April
17, 2017 through April 17, 2019 (Fiscal Impact: $303,360 estimated annually;
Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Report on Kern Health Systems financial statements for December 2016 and
January 2017 (Fiscal Impact: None) —

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for December 2016 and January 2017 (Fiscal Impact: None) —
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

ADJOURN TO FRIDAY, JUNE 2, 2017 AT 8:00 A.M.
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 2, 2017

Re: Quarterly Review of Kern Health Systems Investment Portfolio

Background

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

e Preservation of principal

e Liquidity

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

Short-Term Portfolio (Under 1 year)

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

Long-Term Portfolio (1-5 years)

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

Requested Action

Receive and File; Refer to KHS Board of Directors
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Kern Health Systems
Investment Portfolio
March 31, 2017

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 Principal
Description Dollar Amount % of Portfolio Policy Current Yield Liquidity Fluctuation
Wells Fargo - Repurchase Agreement (A) (1) S 9,100,000 3.19% 50% 0.08% 1 Day None
Morgan Stanley Money Market (B) (1) $ 33,200,000 11.65% 20% 0.56% 1 Day None
Local Agency Investment Fund (LAIF) (@] (2) $ 64,400,000 22.60% 50% 0.82% 2Days None
Subject to Interest
US T-Bills at Wells Fargo (1) $ 60,000,000 21.05% 100% 0.58% 1 Day Rate Fluctuations
Subject to Interest
KHS Managed Portfolio at Wells Fargo (D) $ 34,600,000 12.14% 0.77% 3 Days  Rate Fluctuations
Sub-Total $ 201,300,000 70.63% 0.66%
Long Term Port Folio ( 1 - 5 years)
Funds held in this time frame are typically for reserves and to take advantage of obtaining higher yields.
Subject to Interest
Rate and Credit
UBS Managed Portfolio (E) $ 70,700,000 24.81% 1.94% 3 Days  Fluctuations
Subject to Interest
Certificates of Deposit (F) $ 2,000,000 0.70% 30% 1.30% 3 Days Rate Fluctuations
Subject to Interest
Rate and Credit
KHS Managed Portfolio at Wells Fargo (D) $ 11,000,000 3.86% 1.29% 3 Days  Fluctuations
Sub-Total $ 83,700,000 29.37% 1.84%
Total Portfolio $ 285,000,000 100.00% 1.01%
Yield Curve
A
AA Corporate Corporate
Yield Curve Treasuries Bonds Bonds CD's
| year 1.05% 1.20% 1.38% 1.10%
2 year 1.20% 1.42% 1.70% 1.35%
3year 1.40% 1.70% 2.00% 1.60%
5 year 1.80% 2.05% 2.30% 2.00%
(A) Secured by collateral guaranteed by the US Government or an agency thereof.
(B) $14.5 Billion money market fund managed by Morgan Stanley comprised of high -quality debt securities issued by the US Government.
(C) LAIF is part of a $72 Billion Pooled Money Investment Account managed by the State Treasurer of CA.
Maijority of portfolio is comprised of Treasuries, CD's, Time Deposits and Commercial Paper.
(D) High quality diversified portfolio comprising certificate of deposits, commercial paper, corporate bonds and notes and municipal securities.
(E) High quality diversified portfolio comprising certificate of deposits, corporate bonds and notes, municipal securities and US Treasury Securities.
Includes investments maturing in less than 1 year that will be re-invested for over 1 year at maturity.
(F) Comprises 8 certificates of deposit at $250,000, which is the FDIC Insurance maximum, maturing in 2018

1)

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

Funds will be primarily utilized to fund various Grant Programs and 2017 capital projects, which includes building a new office building.
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KHS Finance Committee Meeting, June 2, 2017
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Wells Fargo Securities, LLC
- 90 South 7th Street
VYT AU ZEd 5th Floor MAC N9305-05F
Minneapolis, MN 55402
1-800-845-3751

WELLS

KERN HEALTH SYSTEMS
9700 STOCKDALE HWY
BAKERSFIELD, CA 93311

5

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

Investments, other than Brokered Centificates of Deposits, are not FDIC insured, may lose value, and are not bank guaranteed - see important
disclosuras on the reverse of your WFS account summary page.

DEADSS 1018025 0009 15077 UNKJ46ETI0-00014059 14823, 0510 29405 DL P
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Wells Fargo Securities, LLC
707 WILSHIRE BOULEVARD
LOS ANGELES CA 90017

JONATHAN CHUANG
1-213-614-2206

ORASTL 1 TATEIL 00 15927 LN MITIS0 IRH 1114 FEIRR0N FNL BRI P

Your Investment Account(s)

KHS Finance Committee Meeting, June 2, 2017

Page 10of 7

Statement Period
03/01/2017 - 03/31/2017

KERN HEALTH SYSTEMS

Account Number

9700 STOCKDALE HWY 1AB84780
Accou nt Value Su mmary usD This summary does not reflect the
value of unpriced securilies,
Amounl Last Amount This Yo Repurchase agreements are reflected
Slatement Period Statement Period Portfolio at par value.

Cash $ 0.00 0.00 0%

Money Market Mutual Funds 34,060,053.62 33,224,689.83 24%

Bonds 108,700,108.93 107,585,316.77 76%

Stocks 0.00 0.00 0%

Total Account Value

Value Change Since Last Statement Period $
Percent Decrease Since Last Statement Period
Value Last Year-End $

Percent Increase Since Last Year-End
Income Summary uso

$§ 142,760,62.55 §  140,810,006.60 100%
(1,950,155.95)

1%

64,661,783.31

118%

?his Period Year-To-Date

Interest $ 40,797.17 $ 92,416.53
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 10,964.40 29,871.28
Other 0.00 0.00
Income Total $ 51,761.57 3§ 122,287.81

Money Market Mutual Funds Summary usp

Description

Amount

Opening Market Value $
Deposits and Other Additions
Distributions and Other Subtractions

34,060,053.62
122,148,160.98
(122,994,489,17)

Dividends Reinvested 10,964.40
Change in Value 0.00
Closing Market Value 5 33,224,689.83
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Important Information

Lis provided lo of Wells Fargo Securilies, LLC
(”WFS "), broker dealer 0250, Slatements are provided monthly for
accounts wilh iransactions and/or security posilions, The account
stalemenl conlains a list of securilies held in salekeeping by WFS as of
the slatement date and provides delails of purchase and sale
transactions, lhe receipl and disbursement of cash and securities, and
olher aclivities relaling to the account during the slalement period.

For WFS customers who choose lo mainlain a safekeeping account at
Wells Fargo Bank, N.A. ( Bank"}, lhis slatemenl is accompanled bya

p Bank The Bank
il applicable, conlains a s list of securities hald in safekeapmg by the Bank
as ol the statement dale,

Pricing: Security and brokered certificate of deposil ("GD"} prices shown
on ihe statemenl are obtained from independent vendors or internal
pricing models. While we believe Ihe prices are refiable, we cannol
guarantee lheir accuracy, For exchange-lisied securities, lhe price
provided is the closing price at month end. For unlisled securities, il is lhe
"bid" price al month end. The price of CDs that mature in one year or less
are shown at lasl price Iraded. The price of CDs that malure in greater
Ihan one year and of olher inslruments lhal trade infrequenlly are
estimated using similar securllles for which prices are available. Prices on
Ihe may not be when the asset is sold.

Brokered CD Pricing: Like bonds, brokered CDs are subject to price
fluctuation and the value of a GD, il sold prior lo malurity, may be less
than at lhe time of ils purchase, Significanl loss of principal could resuli.
While WFS generally makes a market in CDs il underwrites, lhe
secondary market for CDs thal it does not underwrite may be very limited.
In those cases, WFS will use ils best ellorts to help investors find a buyer,

SIPC: WFS is a member of lhe Securilies Investor Proteclion Corparalion
{"SIPC"). In the event of insolvency or liquidation of WFS, securities held
in safekeeping at WFS are covered by SIPC against the loss, but not
inveslment risk, up to a maximum of $500,000 per cuslomer, which
includes a $250,000 limil on claims for cash held in the account. SIPC
protection does not provide any p 1 wh againsl i 1
risk, including the loss of principal on an investiment. This coverage does
not apply to securilies held in safekeeping by lhe Bank. Addilional
information aboul SIPC, including a SIPC brachure, may be obtained by
visiting www.sipc.org or by calling SIPC at 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of lhe Financial
Induslry Regulatory Authority {FINRA). Under ils BrokerCheck program,
FINHA provides cerlain Inlormaﬂon regarding lhe disciplinary history of
broker/d and their d persons, Informalion can be obtained
from lhe FINFIA BrokerCheck program hotline number (1-800-289-9999)
or the FINRA website (www.finra.org). A brochure describing lhe FINRA
BrokerCheck program will be furnished upon written requesl.

Free Credit Any free credil balances may be used in lhe
business of WFS subject lo limitalion of 17 CFR Section 240 § 15¢(3)-3 under
Llhe Securilies Exchange Act of 1934, In lhe course of normal business
operalions, a cuslomer has lhe right {o receive delivery of the following: any
free credit balances 1o which he or she is entilled, any fully paid securities to
which he or she is entitled, and any securilies purchased on margin upon full
payment of indebtedness 1o WFS.

Equity Order Routing: WFS will generaliy route equity and lisled options
orders taking into consideration among olher factors, the quality and speed of
exacution, as well as lhe credils, cash or olher payments it may receive from
any exchange, broker-dealer or market center. This may not be true if a
customer has directed or placed limits on any orders, Whenever possible,
WFS will route orders in an atlempl lo oblain execulions al prices equal or
superior lo the nalionally displayed best bid or offer. WFS will also altempl to
obtain the best execution regardless of any compensalion il may receive. The
nature and source of credils and payments WFS receives in connection with
specific orders will be furnished o a cuslomer upon requesl. WFS prepares
quarlerly reporls describing its order routing practices for non-direcled orders
rouled to a particular venue lor execution, A printed copy of lhis report along
wilh other compliance and regulslory |nlormallon is ava|lable upon wrlllen
request or by visiling: https:/Avww.w g A

Equity Exlended Hours Trading: See important information relaling to
equities frading before and aller regular trading hours at:

www.wellsfargo.com/com/securities/regulatory.
Equity Open Orders: Open orders will remain in effect until executed or

KHS Finance Committee Meeting, June 2, 2017

Page 20f 7

Mutual Funds: The distributor of Wells Fargo Funds is affiliated wilth
WFS/Wells Fargo Securities, LLC.

Instilutional Prime and Institutional Tax Exempt monsy market mutual
funds are required lo price and transacl at a net assel value ("NAV"} per
share lhat fluctuates based upon Ihe pricing of the underlying portfolio of
securities and lhis requiremenl may impacl lhe value of those fund
shares, Addilionally, ituti Prime and Ir i Tax Exempl
lunds may be subject to redempion fees and/or gates that can affect the
availability of funds invested.

Mulual funds are sold by prospectus, which includes more complete
information on risks, charges, expenses and other matiers of interest.
Investors should read lhe prospeclus carefully before investing.

FInanciel Statements: WFS financial statements are available upon
request,

Trade Conli I and sales are subjecl to
1he terms and conditions stated on 1he Irade conlirmation relaling to that
transaction. In the event ol a conflicl between the trade contirmation and
1his the trade will gavern.

Listed Oplions: Commissions and other charges relaled to the
execulion of listed oplion lransactions have been included in
confirmalions of such Iransactions that have been previously furnished
and are available upon request, Promplly advise your WFS sales
represenlalive of any material change in your invesimen! objeclives or
financial situation,

Ci C

canceled by you. Failure to cancel an open order may resull in the ion
being executed for your account. WFS has no responsibilily to cancel an open
order at its own initiative.

p and P g Di C
reporting i ies or di ies should be

promplly reponed in writing to:

Ci Service

Dividend Relnvestment: In any dividend reinvestment 1, WFS
acted as agent. Addilional informalion regarding lransaclions of 1h|s nature will
be furnished lo a cuslomer upon writlen request.

Account Transfers: A fee will be charged to customers Iransferring their
existing WFS accounl lo anolher broker/dealer or any other linancial
institution,

Non-deposil i otfered or sold by
WFS, including mutual funds are not federally insured or guaranteed by
or obligations of the Federal Deposit Insurance Corporation ("FDIC"),
the Federal Reserve System or any olher agency. are not bank deposiis;
are not oblig: 18 of, or d in any way by any
bank or WFS; and are subject to rlsk mcludlng the possible loss of
principal, that may cause the value of the investment and invesiment
relurn to fluctuate.

When lhe investment is sold, the value may be higher or iower than the
amounl originally invested. WFS s a subsidiary ol Wells Fargo &
Company, is not a bank or thrifl, and Is separate from any other
afliliated bank or thrift. WFS is a registered broker-dealer and member
of FINRA, No affiliate of WFS la responsible for the securitles sold by
WFS.

90 South 7th Street

5th Floor, MAC N9305-05F
Minneapolis, MN 55402
wiscuslomerservice @ wellsfargo.com

Cuslomers may also report complainls, Inaccuracies or discrepancies
by calling 1-800-645-3751 option 5. Inlernational callers should call
1-877-856-8878, To lurlher protect their rights, including righls under the
Securilies Investor Protection Act, customers should also re-canlirm in
writing to the above address any oral communications with WFS relating
to the inaccuracies or discrepancies.

Eurodollar Deposits: Funds invested in a Eurodollar Deposit are held
on deposil at the Bank's Grand Cayman Island branch, a foreign branch
of lhe Bank, As an offshore deposit liability payable al Ihe Bank's Grand
Cayman Island branch, the deposils are subjecl to Grand Cayman
Island laws, regulalions and governmenlal actions regarding exchange
controls, assels seizures and other restrictions. Deposits payable only
oulside the U.S, also have a lower priority lhan deposits payable al a
U.S. branch in liguidation. In addilion, deposils held in a foreign U.S.
bank branch are not insured by the FDIC or olherwise guaranteed by
the U.S. government or any of ils agencies.
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Portfolio Holdings Security positions held with Wells Fargo Securities, LLC

KHS Finance Committee Meeting, June 2, 2017

Statement Ending:

Page 3 of 7
March 31, 2017

Current Par / Market Market Original Par
Security ID Description Maturity Date Coupon Original Par Price* Value Pledged** Callable
Bonds uUsD :
032556BW1 ANAHEIM CA HSG & PUBLIC IMPT A 04/01/17 0.800% 1,320,000.000 100.0000 1,320,000.00 Y
TXBL-REF-ELEC UTIL DISTRIBUTIO
48306AR41 KAISER FOUNDATION HOSP 04/04/17 0.000% 3,000,000.000 99.9891 2,999,672.01
DISCOUNTED COMMERCIAL PAPER
59516MR56 MICROSOFT CORP 4(2) DISCOUNTED 04/05/17 0.000% 5,000,000.000 99.9889 4,999,446.55
COMMERCIAL PAPER
938B4ERS6  WASHINGTON GAS LIGHT CO 04/05/17 0.000% 2,000,000.000 99.9889 1,999,778.62
DISCOUNTED COMMERCIAL PAPER
912796KQ1 UNITED STATES TREASURY BILL 04/06/17 0.000% 30,000,000.000 99.9949 29,998,470.00
24422EQF9 JOHN DEERE CAPITAL CORP 04/13/17 5.500% 1,276,000.000 100.0902 1,277,150.95 N
66844CRMB NORTHWESTERN UNIVERSITY 04/2117 0.000% 3,000,000.000 99.8654 2,995,962.50
DISCOUNTED COMMERCIAL PAPER
30229ART8 EXXON MOBIL CORP DISCOUNTED 04/27/17 0.000% 3,000,000.000 99.9372 2,998,114.50
COMMERCIAL PAPER
912796JP5 UNITED STATES TREASURY BILL 04/27117 0.000% 30,000,000.000 99.9513 29,985,390.00
037833AM2 APPLE INC 05/05/17 1.050% 3,000,000.000 100.0052 3,000,156.00 N
91412GC94 UNIV OF CALIFORNIA CA REVENUES 05/15/17 0.750% 2,000,000.000 99.9500 1,899,000.00 Y
TXBL-REF-GEN-SER AS
8552M28Q7 STARBUCKS CORP 4(2) DISCOUNTED 05/24/17 0.000% 2,000,000.000 99.8230 1,996,460.00
COMMERCIAL PAPER
48306ATBO0  KAISER FOUNDATION HOSP 06/08/17 0.000% 2,000,000.000 99.7775 1,995,549.50
DISCOUNTED COMMERCIAL PAPER
24422ESNO  JOHN DEERE CAPITAL CORP 06/12/17 1.125% 2,000,000.000 99.9903 1,999,806.00 N
52730JBP0 LEVEL ONE BANK INTEREST 06/19/17 0.650% 250,000.000 100.0493 250,123.25
BEARING CERTIFICATE OF DEPOSIT
13017HADB CALIFORNIA ST EARTHQUAKE AUTH 07/0117 1.824% 2,000,000.000 100.2380 2,004,760.00 N
TXBL
02587CDJ6 AMERICAN EXPRESS FSB INTEREST 01/08/18 1.400% 250,000.000 100.2496 250,624.00
BEARING CERTIFICATE OF DEPOSIT
94974BFG0  WELLS FARGO & COMPANY 01/16/18 1.500% 1,000,000.000 99.8200 998,200.00 N
94988J5A1 WELLS FARGO BANK NA 01/22/18 1.650% 500,000.000 99.9442 499,721.00 N
06050TLY6 BANK OF AMERICA NA 03/26/18 1.650% 1,000,000.000 100.0391 1,000,391.00 N
38141GFM1 GOLDMAN SACHS GROUP INC 04/01/18 6.150% 1,000,000.000 104.1780 1,041,780.00 N
02587DYK8 AMERICAN EXPRESS CENTURION BK 06/04/18 1.450% 250,000.000 100.2707 250,676.75

INTEREST BEARING CERTIFICATE
OF DEPOSIT

2N 1M 20 2 P L
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Portfolio Holdings (Continued) Security positions held with Wells Fargo Securities, LLC

KHS Finance Committee Meeting, June 2, 2017

Statement Ending:

Page 4 of 7

March 31, 2017

Current Par / Market Market Original Par

Security ID Descriplion Maturity Date Coupon Original Par Price* Value Pledged** Callable
Bonds usD
05580ADH4 BMW BANK NORTH AMERICA 06/11/18 1.400% 250,000.000 100.2422 250,605.50

INTEREST BEARING CERTIFICATE

OF DEPOSIT
17275RAY8 CISCO SYSTEMS INC 06/15/18 1.441% 1,000,000.000 100.3679 1,003,679.00 N
02006LSF1  ALLY BANK INTEREST BEARING 07/16/18 1.650% 250,000.000 100.2866 250,716.50

CERTIFICATE OF DEPOSIT
140420TH3 CAPITAL ONE BANK USA INTEREST 07/16/18 1.600% 250,000.000 100.2868 250,717.00

BEARING CERTIFICATE OF DEPOSIT
48126XAM7 JP MORGAN CHASE BANK INTEREST 08/16/18 1.100% 250,000.000 99.5134 248,783.50 Y

BEARING CERTIFICATE OF DEPOSIT
05581WJT3 BMO HARRIS BANK NA INTEREST 08/17/18 1.050% 250,000.000 99.4945 248,736.25

BEARING CERTIFICATE OF DEPOSIT
254672F86 DISCOVER BANK INTEREST BEARING 08/17/18 1.000% 250,000.000 99.5903 248,975.75

CERTIFICATE OF DEPOSIT
02665WAC5 AMERICAN HONDA FINANCE 10/10/18 2.125% 1,300,000.000 100.7661 1,309,959.30 N
795450ZE8 SALLIE MAE BK/SALT LKE 10/12/18 1.150% 250,000.000 99.3623 248,405.75

INTEREST BEARING CERTIFICATE

OF DEPOSIT
89236TCU7 TOYOTA MOTOR CREDIT CORP 02/19/19 1.700% 1,000,000.000 100.1682 1,001,682.00 N
13063CKL3 CALIFORNIA ST TXBL-VARIOUS 05/01/19 2.250% 1,310,000.000 101.5070 1,329,741.70 N

PURPOSE
94988J5D5 WELLS FARGO BANK NA 05/24/19 1.750% 1,000,000.000 99.6843 996,843.00 N
02665WBE0 AMERICAN HONDA FINANCE 07/12/19 1.200% 1,000,000.000 98.6542 986,542.00 N
161571HG2 CHAIT 2016-A6 A6 01/15/20 1.100% 1,000,000.000 99.7779 997,778.80 N
43814GAD2 HAROT 2014-2 A4 05/18/20 1.180% 1,350,000.000 100.0147 1,350,198.59 N
02582JGW4  AMXCA 2014-4 A 06/15/20 1.430% 1,000,000.000 100.0720 1,000,719.50 N

*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.

107,556,000.000

107,585,316.77

0.00
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Page 5 of 7

KERN HEALTH SYSTEMS Statement Ending: March 31, 2017
Account Number: 1AB84780
Daily Account Activity
Your investment transactions during this statement period.

Setllement /
Transaction/ Effective Principal Income Debil / Credit
Trade Date__ Date Activity Security ID__Description Par / Quantity Prica Amount Amounl Amounl
Transaction Activity USD
03/02/17 03/02/17  Purchase 912796KN8  UNITED STATES TREASURY BILL 30,000,000.00 99.9879440  (28,996,383.33) 0.00 {29,996,383.33)
03/03/17 03/03/17  Purchase 48306AT80  KAISER FOUNDATION HOSP 2,000,000.00 99.7844450 {1,995,688.89) 0.00 (1,995,688.89)
03/01/17 03/06/17  Purchase 13017HAD8  CALIFORNIA ST EARTHQUAKE AUTH 2,000,000.00 1003570000  (2,007,140.00) (6,586.67) (2,013,726.67)
03/10/17 03/10/17  Purchase 59515MR56 MICROSOFT CORP 4(2) DISCOUNTED 5,000,000.00 99.9602780 (4,998,013.89) 0.00 (4,998,013.89)
03/10/17 03/10/17  Purchase 938B4ERSE  WASHINGTON GAS LIGHT CO 2,000,000,00 99.9494450  (1,998,988.89) 0.00 (1,996,988.89)
03/13/17 03/16/17  Purchase 24422ESN0  JOHN DEERE CAPITAL CORP 2,000,000.00 100.0602370 (2,001,204,74) (5,875.00) (2,007,079.74)
03/16/17 03/16/17  Purchase 912796KQ1  UNITED STATES TREASURY BILL 30,000,000.00 99,9722020  {29,991,687.50) 0.00  (29,991,687.50)
03/22/17 03/27/17 __ Purchase 43814GAD2 HAROT 2014-2 A4 1,350,000.00 100.0117187 (1.350,15R.20) {396.25) (1,350,556.45)
Income / Payment Activity uspD
03/03/17 03/03/17  Matured 149120520 CATERPILLAR FINANCIAL SE 3,365,000.00 3,365,000.00
03/03/17 03/03/17  Interest 149120520 CATERPILLAR FINANCIAL SE 16,825.00 16,825,00
03/03/117 03/03/17  Matured 48306AQ34  KAISER FOUNDATION HOSP 2,000,000,00 2,000,000.00
03/08/17 03/08/17  Matured 07370WXG6 BEAL BANK USA INTEREST BEARING 250,000.00 250,000.00
03/08/17 03/08/17  Interest 07370WXG6 BEAL BANK USA INTEREST BEARING 1,869,86 1,860.86
03/09/17 03/09/17  Matured 03784JQK3  APPLE BANK FOR SVGS INTEREST 260,000,00 250,000.00
03/09/17 03/08/17  Interest 03784JQK3  APPLE BANK FOR SVGS INTEREST 1,625.00 1,625.00
03/10/17 03/10/17  Matured 33583CUV9  FIRST NIAGARA BANK INTEREST 250,000.00 250,000.00
03/10/17 03/10/17  Interest 33583CUVS  FIRST NIAGARA BANK INTEREST 1,620.56 1,620.55
03/10/17 03/10/17  Matured 59013JMU0  MERRICK BANK INTEREST BEARING 250,000.00 250,000.00
03/10/17 03/10/17  Interest 59013JMU0  MERRICK BANK INTEREST BEARING 124.66 124.66
03/13117 03/13/17  Matured 938B4EQD0  WASHINGTON GAS LIGHT CO 3,000,000.00 3,000,000.00
03/15/17 03/15/17  Interest 17275RAY8  CISCO SYSTEMS INC 3,183.60 3,183.60
03/15/17 03/15/17  Matured 30231GAA0  EXXON MOBIL CORPORATION 1,100,000.00 1,100,000.00
03/15/17 03/15/17  Interesl 30231GAA0  EXXON MOBIL CORPORATION 5,065.50 5,065.50
03/15/17 03/15/17  Interesl 02582JGW4  AMXCA 20144 A 1,191.67 1,191.67
03/15117 03/15/17  Interest 161571HG2  CHAIT 2016-A6 A6 916.67 916,67
03/16117 03/16/17  Matured 912796KN8  UNITED STATES TREASURY BILL 30,000,000.00 30,000,000.00
03/20/117 03/20/17  Interesl 52730JBP0  LEVEL ONE BANK INTEREST 124.66 124.66
03/22/17 03/22/17  Matured 9113A2QNS  UNITED PARCEL SERV INC 4(2) 3,000,000.00 3,000,000.00
03/27/17 03/2717  Interesl 06050TLY6  BANK OF AMERICA NA 8,250.00 8,250.00
03/27/17 03/27/17  Matured 8552M2QT3 STARBUCKS CORP 4(2) DISCOUNTED 2,000,000.00 2,000,000.00
03/30/17 03/30/17  Matured 912796JJ9 UNITED STATES TREASURY BILL 30,000,000.00 30,000,000.00
Cash Activity uUsD
Transaction/ Settlement / Debit Amount/  Credit Amount /
Trade Dale  Eff, Date  Aclivity Description Disbursements Receipts

03/01/17 03/01117  ACH/DDA Transaclion DESIGNATED DDA 10,000,000.00
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Daily Account Activity (Continued)

KHS Finance Committee Meeting, June 2, 2017

Page 6 of 7

Statement Ending: March 31, 2017

Your investment transactions during this statement period.

Cash Activity usD

Transaction / Settlement/ Debit Amount/  Credit Amount /
Trade Date Eff. Date  Aclivity Description Disbursements Receipts
03/02/17 03/02/17  ACH/DDA Transaction DESIGNATED DDA 50,000,000.00
031417 08/14/177  ACH/DDA Transaction DESIGNATED DDA 12,000,000.00
03/20117 03/20/17  ACH/DDA Transaclion DESIGNATED DDA 15,000,000.00
03/2717 03/27117  ACH/DDA Transaction DESIGNATED DDA 15,000,000.00
Money Market Fund Activity
Morgan Stan TreasSvc 8314 Dividend earned 7 day* 30 day*
*As of March 31, 2017 this period simple yield simple yield
usD 10,964.40 0.530% 0.460%
Transaction

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

Beginning Balance 1.0000 34,060,053.62 34,060,053.62

03/01/17 Redemption {10,000,000.00) (10,000,000.00) 24,060,053.62
03/02/17 Purchase 50,000,000.00 50,000,000.00 74,060,053.62
03/02/17 Redemption (29,996,383.33) (29,996,383.33) 44,063,670.29
03/03/17 Purchase 5,381,825.00 5,381,825.00 49,445,495.29
03/03/17 Redemption (1,995,688.89) {1,995,688.89) 47,449,806.40
03/06/17 Redemption (2,013,726.67) {2,013,726.67) 45,436,079.73
03/08/17 Purchase 251,869.86 251,869.86 45,687,949.59
03/09/17 Purchase 251,625.00 251,625.00 45,939,574.59
03/10/17 Purchase 501,745.21 501,745.21 46,441,319.80
03/10/17 Redemption (4,998,013.89) (4,998,013.89) 41,443,305.91
03/10/17 Redemption (1,998,988.89) (1,998,988.89) 39,444,317.02
03/13/17 Purchase 3,000,000.00 3,000,000.00 42,444,317.02
03/14/17 Redemption (12,000,000.00) (12,000,000.00) 30,444,317.02
03/15/17 Purchase 1,110,357.44 1,110,357.44 31,554,674.46
03/16M17 Purchase 27,992,920.26 27.992,920.26 59,647,594.72
03/16/17 Redemption (29,991,687.50) (29,991,687.50) 29,555,907.22
03/20/17 Purchase 124.66 124.66 29,556,031.88
03/20/17 Redemption (15,000,000.00) (15,000,000.00) 14,556,031.88
03/22/17 Purchase 3,000,000.00 3,000,000.00 17.556,031.88
0327117 Purchase 657,693.55 657,693.55 18,213,725.43
03/27117 Redemption (15,000,000.00}) {15,000,000.00) 3,213,725.43
03/30/17 Purchase 30,000,000.00 30,000,000.00 33,213,725.43
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Money Market Fund Activity (Continued)

KHS Finance Committee Meeting, June 2, 2017

Statement Ending:

Page 7ol 7
March 31, 2017

Transaction

Date Activity Shares Price Market Value ($) Dividend Amount Share Balance
03/3117 Reinvest 10,964.40 10,964.40 33,224,689.83
1.0000 33,224,689.83 33,224,689.83

Ending Balance
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 2, 2017

Re: Voluntary Participation in IGT Funding Distribution

Background

Department of Health Care Services (DHCS) is providing qualified local hospitals with the
opportunity to participate in voluntary IGT distributions for the periods 7/1/15-6/30/16 and
7/1/16-6/30/17. Besides KMC, the two district hospitals in our service area also qualify for
participation. Each hospital is required to contribute funding which is matched with federal
dollars and returned through KHS to the respective institutions. Hospitals participating with
their requested funding amounts include:

1. KMC - $8,755,249 and $10,224,684
2. Kern Valley Healthcare District - $664,373 and $825,489
3. Tehachapi Valley Healthcare District - $572,099 and $710,837

Agenda items 5, 6 and 7 are retro-active amendments to our respective hospital agreements with
each institution which will require retro-active approval by the Board in order to facilitate the
transfer of such funds.

Requested Action

Retro-active Approval; Refer to KHS Board of Directors
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HEALTH PLAN-PROVIDER AGREEMENT
PHYSICIAN SERVICES AGREEMENT
AMENDMENT NO. 18

This Amendment is made this ﬂfday of Me {month/year}, by and
between Kern Health Systems, a county health authority, hereinafter referred to as "PLAN", and
the Kern County Hospital Authority, a county hospital authority, which owns and operates Kern
Medical Center, hereinafter referred to as "PROVIDER".

RECITALS:

WHEREAS, PLAN and PROVIDER have previously entered into an Agreement
effective January 9, 2001;

WHEREAS, Section 11.02 of such Agreement provides for amending such
Agreement;

WHEREAS, PLAN is a county health authority formed pursuant to Welfare and
Institutions Code section 14087.38 and Chapter 2.94 of the Ordinance Code of Kern County:

WHEREAS, PROVIDER is a general acute care hospital licensed by the state of
California pursuant to Division 2, Chapter 2, Article 2 of the Health and Safety Code:

WHEREAS, PLAN and PROVIDER desire to amend the Agreement to provide
for Medi-Cal managed care capitation rate increases to PLAN as a result of intergovernmental
transfers (“IGTs™) from the Kern County Hospital Authority (GOVERNMENTAL FUNDING
ENTITY) to the California Department of Health Care Services (*State DHCS™) to maintain the
availability of Medi-Cal health care services to Medi-Cal beneficiaries.

NOW, THEREFORE. PLAN and PROVIDER hereby agree as follows:

Article X, section 10.15 shall be made part of the Agreement as follows:

IGT MEDI-CAL MANAGED CARE CAPITATION RATE RANGE INCREASES

1. IGT Capitation Rate Range Increases to PLAN

A. Pavment

Should PLAN receive any Medi-Cal managed care capitation rate increases from
State DHCS where the nonfederal share is funded by the GOVERNMENTAL FUNDING
ENTITY specifically pursuant to the provisions of the Intergovernmental Agreement Regarding
Transfer of Public Funds, #16-93770 (“Intergovernmental Agreement”) effective for the periods
of July 1, 2015 through June 30, 2016 and July 1, 2016 through June 30, 2017 for
Intergovernmental Transfer Medi-Cal Managed Care Rate Range Increases (“IGT MMCRRIs™),
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PLAN shall pay to PROVIDER the amount of the IGT MMCRRIs received from State DHCS, in
accordance with paragraph 1.E below regarding the form and timing of Local Medi-Cal
Managed Care Rate Range (“LMMCRR”) IGT Payments. LMMCRR IGT Payments paid to
PROVIDER shall not replace or supplant any other amounts paid or payable to PROVIDER by
PLAN.

B. Health Plan Retention

D Medi-Cal Managed Care Seller’s Tax

(@ The PLAN shall be responsible for any Medi-Cal Managed Care
Seller’s (“MMCS”) tax due pursuant to the Revenue and Taxation Code Section 6175 relating to
any IGT MMCRRIs through June 30, 2016. If the PLAN receives any capitation rate increases
for MMCS taxes based on the IGT MMCRRIs, PLAN may retain an amount equal to the amount
of such MMCS tax that PLAN is required to pay to the State Board of Equalization, and shall
pay, as part of the LMMCRR IGT Payments, the remaining amount of the capitation rate
increase to PROVIDER.

L) This paragraph does not apply to any service months on or after
July 1, 2016.

(2)  The PLAN shall not impose a fee or retention amount, or reduce other
payments to a county public hospital health system, that would result in a direct or indirect
reduction to the payments authorized under Welfare and Institutions Code Section 14301.5.

?3) PLAN will not retain any other portion of the IGT MMCRRIs received
from the State DHCS other than those mentioned above.

C. Conditions for Receiving Local Medi-Cal Managed Care Rate Range IGT
Payments

As a condition for receiving LMMCRR IGT Payments, PROVIDER shall, as of
the date the particular LMMCRR IGT Payment is due:

(1)  remain a participating provider in the PLAN and not issue a notice of

termination of the Agreement;

2 maintain its current emergency room licensure status and not close its
emergency room;

(3  maintain its current inpatient surgery suites and not close these facilities.
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D. Schedule and Notice of Transfer of Non-Federal Funds

(1)  PROVIDER shall provide PLAN with a copy of the schedule regarding
the transfer of GOVERNMENTAL FUNDING ENTITY funds to the State DHCS, referred to in
the Intergovernmental Agreement, within 15 days of establishing such schedule with the State
DHCS. Additionally, PROVIDER shall notify PLAN, in writing, no less than seven (7) calendar
days prior to any changes to an existing schedule including, but not limited to, changes in the
amounts specified therein.

(2) PROVIDER shall provide PLAN with written notice of the amount and
date of the transfer within seven (7) calendar days after transferring GOVERNMENTAL
FUNDING ENTITY funds to the State DHCS for use as the nonfederal share of the LMMCRR
IGT Payments.

E. Form and Timing of Payments

PLAN agrees to pay LMMCRR IGT Payments to PROVIDER in the following
form and according to the following schedule:

€8 PLAN agrees to pay the LMMCRR IGT Payments to PROVIDER using
the same mechanism through which compensation and payments are normally paid to
PROVIDER (e.g., electronic transfer). Based on revenue, cost, and other factors, a percentage of
the LMMCRR Payments will be allocated between the Hospital and Other Facility Services
Agreement (42%) and the Physician Services Agreement (58%).

2 PLAN will pay the LMMCRR IGT Payments to PROVIDER no later than
thirty (30) calendar days after receipt of the IGT MMCRRIs from State DHCS.

F. Consideration

@))] As consideration for the LMMCRR IGT Payments, PROVIDER shall use
the LMMCRR IGT Payments for the following purposes and shall treat the LMMCRR IGT
Payments in the following manner:

(a) The LMMCRR IGT Payments shall represent compensation for
Medi-Cal services rendered to Medi-Cal PLAN members by PROVIDER during the State fiscal
year to which the LMMCRR IGT Payments apply.

(b) To the extent that total payments received by PROVIDER for any
State fiscal year under this Amendment exceed the cost of Medi-Cal services provided to Medi-
Cal beneficiaries by PROVIDER during that fiscal year, any remaining LMMCRR IGT Payment
amounts shall be retained by PROVIDER to be expended for health care services. Retained
LMMCRR IGT Payment amounts may be used by the PROVIDER in either the State fiscal year
for which the payments are received or subsequent State fiscal years.
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(2)  For purposes of subsection (1) (b) above, if the retained LMMCRR IGT
Payments, if any, are not used by PROVIDER in the State fiscal year received, retention of funds
by PROVIDER will be established by demonstrating that the retained earnings account of
PROVIDER at the end of any State fiscal year in which it received payments based on
LMMCRR IGT Payments funded pursuant to the Intergovernmental Agreement, has increased
over the unspent portion of the prior State fiscal year’s balance by the amount of LMMCRR IGT
Payments received, but not used. These retained PROVIDER funds may be commingled with
other GOVERNMENTAL FUNDING ENTITY funds for cash management purposes provided
that such funds are appropriately tracked and only the depositing facility is authorized to expend
them.

(3)  Both parties agree that none of these funds, either from the
GOVERNMENTAL FUNDING ENTITY or federal matching funds will be recycled back to the
GOVERNMENTAL FUNDING ENTITY’S general fund, the State, or any other intermediary
organization. Payments made by the health plan to providers under the terms of this Amendment
constitute patient care revenues.

G. PLAN’s Oversight Responsibilities

PLAN’s oversight responsibilities regarding PROVIDER’s use of the LMMCRR
IGT Payments shall be limited as described in this paragraph. PLAN shall request, within thirty
(30) calendar days after the end of each State fiscal year in which LMMCRR IGT Payments
were transferred to PROVIDER, a written confirmation that states whether and how PROVIDER
complied with the provisions set forth in Paragraph 1.F above. In each instance, PROVIDER
shall provide PLAN with written confirmation of compliance within thirty (30) calendar days of
PLAN’s request.

H. Cooperation Among Parties

Should disputes or disagreements arise regarding the ultimate computation or
appropriateness of any aspect of the LMMCRR IGT Payments, PROVIDER and PLAN agree to
work together in all respects to support and preserve the LMMCRR IGT Payments to the full
extent possible on behalf of the safety net in Kern County.

L. Reconciliation

Within one hundred twenty (120) calendar days after the end of each of PLAN’s
fiscal years in which LMMCRR IGT Payments were made to PROVIDER, PLAN shall perform
a reconciliation of the LMMCRR IGT Payments transmitted to the PROVIDER during the
preceding fiscal year to ensure that the supporting amount of IGT MMCRRIs were received by
PLAN from State DHCS. PROVIDER agrees to return to PLAN any overpayment of LMMCRR
IGT Payments made in error to PROVIDER within thirty (30) calendar days after receipt from

4
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PLAN of a written notice of the overpayment error, unless PROVIDER submits a written
objection to PLAN. Any such objection shall be resolved in accordance with the dispute
resolution processes set forth in Section 11.04 of the Agreement. The reconciliation processes
established under this paragraph are distinct from the indemnification provisions set forth in
Section J below. PLAN agrees to transmit to the PROVIDER any underpayment of LMMCRR
IGT Payments within thirty (30) calendar days of PLAN’s identification of such underpayment.

J. Indemnification

Both parties agree to indemnify, defend and hold harmless the other party and
their officers, agents and employees from any and all claims, demands, judgments, damages,
costs, liabilities or losses arising from, or in any way relating to, any losses or delays in
capitation payments as a result of intergovernmental transfers from the GOVERNMENTAL
FUNDING ENTITY to the State DHCS for the provision of LMMCRR IGT Payments to Plan.

2. Term

The term of this Amendment shall commence on July 1, 2015 and shall terminate
on September 30, 2019.
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All other terms and provisions of said Agreement shall remain in full force and effect so that all
rights, duties and obligations, and liabilities of the parties hereto otherwise remain unchanged;
provided, however, if there is any conflict between the terms of this Amendment and the
Agreement, then the terms of this Amendment shall govern.

SIGNATURES

HEALTH PLAN: Kern Health Systems Date: %

By: Title: Chief Executive Officer ,/7< ~ 744
/ // 7’

L

PROVIDER: Kern County Hospital Authority Date: S-17-17

By: Title: Chief Executive Officer v/ fW/}‘-’

APPROVED AS TO FORM
Oftice of County Counsel
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HEALTH PLAN-PROVIDER AGREEMENT
HOSPITAL AND OTHER FACILITY SERVICES AGREEMENT
AMENDMENT NO. 35

This Amendment is made this ls_ﬁaay of /e~ {month/year}, by and
between Kern Health Systems, a county health authority, hereiafter referred to as "PLAN", and
the Kern County Hospital Authority, a county hospital authority, which owns and operates Kern
Medical Center, hereinafter referred to as "PROVIDER".

RECITALS:

WHEREAS, PLAN and PROVIDER have previously entered into an Agreement
effective January 9, 2001;

WHEREAS, Section 10.02 of such Agreement provides for amending such
Agreement;

WHEREAS, PLAN is a county health authority formed pursuant to Welfare and
Institutions Code section 14087.38 and Chapter 2.94 of the Ordinance Code of Kern County;

WHEREAS, PROVIDER is a general acute care hospital licensed by the state of
California pursuant to Division 2, Chapter 2, Article 2 of the Health and Safety Code;

WHEREAS, PLAN and PROVIDER desire to amend the Agreement to provide
for Medi-Cal managed care capitation rate increases to PLAN as a result of intergovernmental
transfers (“IGTs”) from the Kern County Hospital Authority (GOVERNMENTAL FUNDING
ENTITY) to the California Department of Health Care Services (“State DHCS”) to maintain the
availability of Medi-Cal health care services to Medi-Cal beneficiaries.

NOW, THEREFORE, PLAN and PROVIDER hereby agree as follows:

Article X, section 10.15 shall be made part of the Agreement as follows:

IGT MEDI-CAL MANAGED CARE CAPITATION RATE RANGE INCREASES

1. IGT Capitation Rate Range Increases to PLAN

A. Payment

Should PLAN receive any Medi-Cal managed care capitation rate increases from
State DHCS where the nonfederal share is funded by the GOVERNMENTAL FUNDING
ENTITY specifically pursuant to the provisions of the Intergovernmental Agreement Regarding
Transfer of Public Funds, #16-93770 (“Intergovernmental Agreement”) effective for the periods
of July 1, 2015 through June 30, 2016 and July 1, 2016 through June 30, 2017 for
Intergovernmental Transfer Medi-Cal Managed Care Rate Range Increases (“IGT MMCRRIs”),
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PLAN shall pay to PROVIDER the amount of the IGT MMCRRIS received from State DHCS, in
accordance with paragraph 1.E below regarding the form and timing of Local Medi-Cal
Managed Care Rate Range (‘LMMCRR”) IGT Payments. LMMCRR IGT Payments paid to
PROVIDER shall not replace or supplant any other amounts paid or payable to PROVIDER by
PLAN.

B. Health Plan Retention
)] Medi-Cal Managed Care Seller’s Tax

(a) The PLAN shall be responsible for any Medi-Cal Managed Care
Seller’s (“MMCS”) tax due pursuant to the Revenue and Taxation Code Section 6175 relating to
any IGT MMCRRIs through June 30, 2016. If the PLAN receives any capitation rate increases
for MMCS taxes based on the IGT MMCRRIs, PLAN may retain an amount equal to the amount
of such MMCS tax that PLAN is required to pay to the State Board of Equalization, and shall
pay, as part of the LMMCRR IGT Payments, the remaining amount of the capitation rate
increase to PROVIDER.

(b) This paragraph does not apply to any service months on or after
July 1, 2016.

(2)  The PLAN shall not impose a fee or retention amount, or reduce other
payments to a county public hospital health system, that would result in a direct or indirect
reduction to the payments authorized under Welfare and Institutions Code Section 14301.5.

(3)  PLAN will not retain any other portion of the IGT MMCRRISs received
from the State DHCS other than those mentioned above.

C. Conditions for Receiving Local Medi-Cal Managed Care Rate Range IGT
Payments

As a condition for receiving LMMCRR IGT Payments, PROVIDER shall, as of
the date the particular LMMCRR IGT Payment is due:

D remain a participating provider in the PLAN and not issue a notice of

termination of the Agreement;

2 maintain its current emergency room licensure status and not close its
emergency room;

3) maintain its current inpatient surgery suites and not close these facilities.
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D. Schedule and Notice of Transfer of Non-Federal Funds

(1)  PROVIDER shall provide PLAN with a copy of the schedule regarding
the transfer of GOVERNMENTAL FUNDING ENTITY funds to the State DHCS, referred to in
the Intergovernmental Agreement, within 15 days of establishing such schedule with the State
DHCS. Additionally, PROVIDER shall notify PLAN, in writing, no less than seven (7) calendar
days prior to any changes to an existing schedule including, but not limited to, changes in the
amounts specified therein.

2 PROVIDER shall provide PLAN with written notice of the amount and
date of the transfer within seven (7) calendar days after transferring GOVERNMENTAL
FUNDING ENTITY funds to the State DHCS for use as the nonfederal share of the LMMCRR
IGT Payments.

E. Form and Timing of Payments

PLAN agrees to pay LMMCRR IGT Payments to PROVIDER in the following
form and according to the following schedule:

¢)) PLAN agrees to pay the LMMCRR IGT Payments to PROVIDER using
the same mechanism through which compensation and payments are normally paid to
PROVIDER (e.g., electronic transfer). Based on revenue, cost, and other factors, a percentage of
the LMMCRR Payments will be allocated between the Hospital and Other Facility Services
Agreement (42%) and the Physician Services Agreement (58%).

2) PLAN will pay the LMMCRR IGT Payments to PROVIDER no later than
thirty (30) calendar days after receipt of the IGT MMCRRIs from State DHCS.

F. Consideration

) As consideration for the LMMCRR IGT Payments, PROVIDER shall use
the LMMCRR IGT Payments for the following purposes and shall treat the LMMCRR IGT
Payments in the following manner:

(a) The LMMCRR IGT Payments shall represent compensation for
Medi-Cal services rendered to Medi-Cal PLAN members by PROVIDER during the State fiscal
year to which the LMMCRR IGT Payments apply.

b To the extent that total payments received by PROVIDER for any
State fiscal year under this Amendment exceed the cost of Medi-Cal services provided to Medi-
Cal beneficiaries by PROVIDER during that fiscal year, any remaining LMMCRR IGT Payment
amounts shall be retained by PROVIDER to be expended for health care services. Retained
LMMCRR IGT Payment amounts may be used by the PROVIDER in either the State fiscal year
for which the payments are received or subsequent State fiscal years.
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2 For purposes of subsection (1) (b) above, if the retained LMMCRR IGT
Payments, if any, are not used by PROVIDER in the State fiscal year received, retention of funds
by PROVIDER will be established by demonstrating that the retained earnings account of
PROVIDER at the end of any State fiscal year in which it received payments based on
LMMCRR IGT Payments funded pursuant to the Intergovernmental Agreement, has increased
over the unspent portion of the prior State fiscal year’s balance by the amount of LMMCRR IGT
Payments received, but not used. These retained PROVIDER funds may be commingled with
other GOVERNMENTAL FUNDING ENTITY funds for cash management purposes provided
that such funds are appropriately tracked and only the depositing facility is authorized to expend
them.

3) Both parties agree that none of these funds, either from the
GOVERNMENTAL FUNDING ENTITY or federal matching funds will be recycled back to the
GOVERNMENTAL FUNDING ENTITY’S general fund, the State, or any other intermediary
organization. Payments made by the health plan to providers under the terms of this Amendment

constitute patient care revenues.

G. PLAN’s Oversight Responsibilities

PLAN’s oversight responsibilities regarding PROVIDER’s use of the LMMCRR
IGT Payments shall be limited as described in this paragraph. PLAN shall request, within thirty
(30) calendar days after the end of each State fiscal year in which LMMCRR IGT Payments
were transferred to PROVIDER, a written confirmation that states whether and how PROVIDER
complied with the provisions set forth in Paragraph 1.F above. In each instance, PROVIDER
shall provide PLAN with written confirmation of compliance within thirty (30) calendar days of
PLAN’s request.

H. Cooperation Among Parties

Should disputes or disagreements arise regarding the ultimate computation or
appropriateness of any aspect of the LMMCRR IGT Payments, PROVIDER and PLAN agree to
work together in all respects to support and preserve the LMMCRR IGT Payments to the full
extent possible on behalf of the safety net in Kern County.

I. Reconciliation

Within one hundred twenty (120) calendar days after the end of each of PLAN’s
fiscal years in which LMMCRR IGT Payments were made to PROVIDER, PLAN shall perform
a reconciliation of the LMMCRR IGT Payments transmitted to the PROVIDER during the
preceding fiscal year to ensure that the supporting amount of [IGT MMCRRIs were received by
PLAN from State DHCS. PROVIDER agrees to return to PLAN any overpayment of LMMCRR
IGT Payments made in error to PROVIDER within thirty (30) calendar days after receipt from
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PLAN of a written notice of the overpayment error, unless PROVIDER submits a written
objection to PLAN. Any such objection shall be resolved in accordance with the dispute
resolution processes set forth in Section 10.04 of the Agreement. The reconciliation processes
established under this paragraph are distinct from the indemnification provisions set forth in
Section J below. PLAN agrees to transmit to the PROVIDER any underpayment of LMMCRR
IGT Payments within thirty (30) calendar days of PLAN’s identification of such underpayment.

J. Indemnification

Both parties agree to indemnify, defend and hold harmless the other party and
their officers, agents and employees from any and all claims, demands, judgments, damages,
costs, liabilities or losses arising from, or in any way relating to, any losses or delays in
capitation payments as a result of intergovernmental transfers from the GOVERNMENTAL
FUNDING ENTITY to the State DHCS for the provision of LMMCRR IGT Payments to Plan.

2. Term

The term of this Amendment shall commence on July 1, 2015 and shall terminate
on September 30, 2019.

Template Version 2017
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All other terms and provisions of said Agreement shall remain in full force and effect so that all
rights, duties and obligations, and liabilities of the parties hereto otherwise remain unchanged;
provided, however, if there is any conflict between the terms of this Amendment and the
Agreement, then the terms of this Amendment shall govern.

SIGNATURES

HEALTH PLAN: Kern Health Systems Date: “SZ .92/ 7

By: Title: Chief Executive Officer /dé /C pas /74/{ —{

PROVIDER: Kern County Hospital Authority Date: 5 5l

By: Title: Chief Executive Officer 7" (’,//’}“‘—

APPROVED AS TO FORM
Office of County Counsel
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HEALTH PLAN/PROVIDER AGREEMENT
AMENDMENT

This Amendment is made this 1% day of July, 2015, by and between Kem Health
Systems, a county health authority, hereinafter referred to as "PLAN", and Kern Valley Hospital,
hereinafter referred to as "PROVIDER".

RECITALS:

WHEREAS, PLAN and PROVIDER have previously entered into an Agreement
effective January 1, 2001;

WHEREAS, Section 10.02 of such Agreement provides for amending such
Agreement;

WHEREAS, Kern Health Systems is a county health authority formed pursuant to
Welfare and Institutions Code section 14087.38 and Chapter 2.94 of the Ordinance Code of Kern

County;

WHEREAS, PROVIDER is a general acute care hospital licensed by the state of
California pursuant to Division 2, Chapter 2, Article 2 of the Health and Safety Code; and,

WHEREAS, PLAN and PROVIDER desire to amend the Agreement to provide
for Medi-Cal managed care capitation rate increases to PLAN as a result of intergovernmental
transfers (IGTs) from Kern Valley Healthcare District (GOVERNMENTAL FUNDING
ENTITY) to the California Department of Health Care Services (“State DHCS”) to maintain the
availability of Medi-Cal health care services to Medi-Cal beneficiaries.

NOW, THEREFORE, PLAN and PROVIDER hereby agree as follows:

Article X, section 10.14 of the Agrcement is amended to read as follows:

IGT MEDI-CAL MANAGED CARE CAPITATION RATE INCREASES

1. IGT Capitation Rate Increascs to PLAN

A. Payment

Should PLAN receive any Medi-Cal managed care capitation rate increases from
State DHCS where the nonfederal share is funded by the GOVERNMENTAL FUNDING
ENTITY specifically pursuant to the provisions of the Intergovernmental Agreement Regarding
Transfer of Public Funds 16-937741 (“Intergovernmental Agreement”) effective for the periods
of July 1, 2015 through June 30, 2016, and July 1, 2016 through June 30, 2017 for
Intergovernmental Transfer Medi-Cal Managed Care Rate Range Increases (“IGT MMCRRIs™),
PLAN shall pay to PROVIDER the amount of the IGT MMCRRISs received from State DHCS, in
accordance with paragraph 1.E. below regarding the form and timing of Local Medi-Cal

1
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Managed Carc Rate Range (LMMCRR) IGT Payments. LMMCRR IGT Payments paid to
PROVIDER shall not replace or supplant any other amounts paid or payable to PROVIDER by
PLAN.

B. Health Plan Retention

1) Medi-Cal Managed Carc Seller’s Tax

a) The PLAN shall be responsible for any Medi-Cal Managed Care
Seller’s (“MMCS”) tax due pursuant to the Revenue and Taxation Code Section 6175 relating to
any [GT MMCRRIs through June 30, 2016. If PLAN receives any capitation rate increases for
MMCS taxes based on the IGT MMCRRIs, PLAN may retain an amount equal to the amount of
such MMCS tax that PLAN is required to pay to the State Board of Equalization, and shall pay,
as part of the LMMCRRI IGT Payments, the remaining amount of the capitation ratc increase to
PROVIDER.

b) This paragraph does not apply to any service months on or after
Julyl, 2016.

2) PLAN will not retain any other portion of the IGT MMCRRIs rcceived
from the State DHCS other than those mentioned above.

C. Conditions for Receiving Local Medi-Cal Managed Care Range Rate
IGT Pavments

As a condition for receiving LMMCRR IGT Payments, PROVIDER shall, as of
the date the particular LMMCRR IGT Payments is due:

(1)  remain a participating provider in the PLAN and not issue a notice

of termination of the Agreement;

2) maintain its current emergency room licensure status and not close
its emergency room; and,

3) maintain its current inpatient surgery suites and not close these
facilities.

D. Schedule and Notice of Transfer of Non-Federal Funds

(D) PROVIDER shall provide PLAN with a copy of the schedule
regarding the transfer of GOVERNMENTAL FUNDING ENTITY funds to the State DHCS,
referred to in the Intergovernmental Agreement, within fifteen (15) days of establishing such
schedule with the State DHCS. Additionally, PROVIDER shall notify PLAN, in writing, no less

2
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than seven (7) calendar days prior to any changes to an existing schedule including, but not
limited to, changes in the amounts therein.

(2)  PROVIDER shall provide PLAN with written notice of thc amount
and date of the transfer within seven (7) calendar days after the transfer of GOVERNMENTAL
FUNDING ENTITY funds to the State DHCS for use as the nonfederal share of any IGT
MMCRRI

E. Form and Timing of Payments

PLAN agrees to pay LMMCRR IGT Payments to PROVIDER in the following
form and according to the following schedule:

(1) PLAN agrees to pay the LMMCRR IGT Payments to PROVIDER using the
same mechanism through which compensation and payments are normally paid to PROVIDER
(e.g., electronic transfer).

(2) PLAN will pay the LMMCRR IGT Payments to PROVIDER no later than
thirty (30) calendar days after receipt of the IGT MMCRRISs from State DHCS.

F. Consideration

(1) As consideration for the LMMCRR IGT Payments, PROVIDER shall use the
[LMMCRR IGT Payments for the following purposes and shall treat the LMMCRR IGT
Payments in the following manner:

(a) The LMMCRR IGT Payments shall represent compensation for Medi-
Cal services rendered to Medi-Cal PLAN members by PROVIDER during the State fiscal year to
which the LMMCRR IGT Payments apply.

(b) To the extent that total payments received by PROVIDER for any
State fiscal year under this Amendment exceed the cost of Medi-Cal services provided to Medi-
Cal beneficiaries by PROVIDER during that fiscal year, any remaining LMMCRR IGT Payment
amounts shall be retained by PROVIDER to be expended for health care services. Retained
LMMCRR Payment amounts may be used by the PROVIDER in either the State fiscal year for
which the payments are received or subsequent State fiscal years.

(2) For purposes of subsection (1) (b) above, if the retained LMMCRR IGT
Payments, if any, are not used by PROVIDER in the State fiscal year received, retention of funds
by PROVIDER will be established by demonstrating that the retained earnings account of
PROVIDER at the end of any State fiscal year in which it received payments based on
LMMCRR IGT Payments funded pursuant to the Intergovernmental Agreement, has increased
over the unspent portion of the prior State fiscal year’s balance by the amount of LMMCRR IGT
Payments received, but not used. These retained PROVIDER funds may be commingled with
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other GOVERNMENTAL FUNDING ENTITY funds for cash management purposes provided
that such funds are appropriately tracked and only the depositing facility is authorized to expend
them.

(3) Both parties agree that none of these funds, either GOVERNMENTAL
FUNDING ENTITY or federal matching funds, will be recycled back to the
GOVERNMENTAL FUNDING ENTITY’S gencral fund, the State, or any other intermediary
organization. Payments made by the health plan to providers under the terms of this Agreement
constitute patient care revenues.

G. PLAN’s Oversight Responsibilities

PLAN’s oversight responsibilities regarding PROVIDER’s use of the LMMCRR
IGT Payments shall be limited as described in this paragraph. PLAN shall request, within thirty
(30) calendar days after the end of each State fiscal year in which LMMCRR IGT Payments
were transferred to PROVIDER, a written confirmation that states whether and how PROVIDER
complied with the provisions set forth in Paragraph 1.F. above. In each instance, PROVIDER
shall provide PLAN with written confirmation of compliance within thirty (30) calendar days of
PLAN’s request.

H. Cooperation Among Parties

Should disputes or disagreements arise regarding the ultimate computation or
appropriateness of any aspect of the LMMCRR IGT Payments, PROVIDER and PLAN agree to
work together in all respects to support and preserve the LMMCRR IGT Payments to the full
cxtent possible on behalf of the safety net in Kern County.

I. Reconciliation

Within one hundred twenty (120) calendar days after the end of each of PLAN’s
fiscal years in which LMMCRR IGT Payments were made to PROVIDER, PLAN shall perform
a reconciliation of the LMMCRR IGT Payments transmitted to the PROVIDER during the
preceding fiscal year to ensure that the supporting amount of IGT MMCRRIs were reccived by
PLAN from State DHCS. PROVIDER agrees to return to PLAN any overpayment of LMMCRR
IGT Payments made in error to PROVIDER within thirty (30) calendar days afier receipt from
PLAN of a written notice of the overpayment error, unless PROVIDER submits a written
objcction to PLAN. Any such objection shall be resolved in accordance with the dispute
resolution processes set forth in Section 10.04 of the Agreement. The reconciliation processes
established under this paragraph are distinct from the indemnification provisions sct forth below.
PLAN agrees to transmit to PROVIDER any underpayment of LMMCRR IGT Payments within
thirty (30) calendar days of PLAN’s identification of such underpayment.

4
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J. Indemnification

Both parties agree to indemnify, defend and hold harmless the other party and
their officers, agents and employees from any and all claims, demands, judgments, damages,

costs, liabilities or losses arising from, or in any way relating to, any losses or delays in
capitation payments as a result of intergovernmental transfers from PROVIDER to the State

DHCS for the provision of IGT payments to PLAN.

2. Term

The term of this Amendment shall commence on July 1, 2015 and shall terminate on
September 30, 2019.

All other terms and provisions of said Agreement shall remain in full force and effect so that all
rights, duties and obligations, and liabilities of the parties hereto otherwise remain unchanged;
provided, however, if there is any conflict between the terms of this Amendment and the

Agreement, then the terms of this Amendment shall govern.

SIGNATURES
KERN V:\I LLEY HOSPITAL KERN HEALTH SYSTEMS
By: = W y: /é/—:/é A A4 —&
Tin olhy Mc(flew Dougl Ayward ///
Chief Exccutive Officer Chief Executive Officer

APPROVED AS TO FORM.
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HEALTH PLAN/PROVIDER AGREEMENT
AMENDMENT

This Amendment is made this day of , by and between Kern Health Systems, a
county health authority, hereinafter referred to as "PLAN", and TEHACHAPI Valley Hospital,
hereinafter referred to as "PROVIDER".

RECITALS:

WHEREAS, PLAN and PROVIDER have previously entered into an Agreement
effective January 1, 2001;

WHEREAS, Section 10.02 of such Agreement provides for amending such
Agreement;

WHEREAS, HEALTH PLAN is a county health authority formed pursuant to
Welfare and Institutions Code section 14087.38 and Chapter 2.94 of the Ordinance Code of Kern
County;

WHEREAS, PROVIDER is a general acute care hospital licensed by the state of
California pursuant to Division 2, Chapter 2, Article 2 of the Health and Safety Code; and,

WHEREAS, PLAN and PROVIDER desire to amend the Agreement to provide
for Medi-Cal managed care capitation rate increases to PLAN as a result of intergovernmental
transfers (IGTs) from GOVERNMENTAL FUNDING ENTITY to the California Department of
Health Care Services (“State DHCS”) to maintain the ava11ab111ty of Medi-Cal health care
services to Medi-Cal beneficiaries.

NOW, THEREFORE, PLAN and PROVIDER hereby agree as follows:

Article X, section 10.14 of the Agreement is amended to read as follows:

IGT MEDI-CAL MANAGED CARE CAPITATION RATE INCREASES

1. IGT Capitation Rate Increases to PLAN

A. Payment

Should PLAN receive any Medi-Cal managed care capitation rate increases from
State DHCS where the nonfederal share is funded by the GOVERNMENTAL FUNDING
ENTITY specifically pursuant to the provisions of the Intergovernmental Agreement Regarding
Transfer of Public Funds #16-93772 (“Intergovernmental Agreement”) effective for the period
July 1, 2015 through June 30, 2016 and July 1, 2016 through June 30, 2017 for,
Intergovernmental Transfer Medi-Cal Managed Care Rate Range Increases (“IGT MMCRRIs”),
PLAN shall pay to PROVIDER the amount of the IGT MMCRRISs received from State DHCS, in
accordance with paragraph 1.E. below regarding the form and timing of Local Medi-Cal
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Managed Care Rate Range (LMMCRR) IGT PAYMENTS. LMMCRR IGT PAYMENTS paid
to PROVIDER shall not replace or supplant any other amounts paid or payable to PROVIDER
by PLAN.

B. Health Plan Retention

1) Medi-Cal Managed Care Seller’s Tax

a) The PLAN shall be responsible for any Medi-Cal Managed Care
Seller’s (“MMCS”) tax due pursuant to the Revenue and Taxation
Code Section 6175 relating to any IGT MMCRRISs through June
30, 2016. If PLAN receives any capitation rate increases for
MMCS taxes based on the IGT MMCRRIs, PLAN may retain an
amount equal to the amount of such MMCS tax that PLAN is
required to pay to the State Board of Equalization, and shall pay, as
part of the LMMCRRI IGT PAYMENTS, the remaining amount of
the capitation rate increase to PROVIDER.

b) This paragraph does not apply to any service months on or after
Julyl, 2016.

2) PLAN will not retain any other portion of the IGT MMCRRIS received
from the State DHCS other than those mentioned above.

C. Conditions for Receiving Local Medi-Cal Managed Care Range Rate
IGT Pavments

As a condition for receiving LMMCRR IGT PAYMENTS, PROVIDER shall, as
of the date the particular LMMCRR IGT PAYMENT is due:

(1)  remain a participating provider in the PLAN and not issue a notice
of termination of the Agreement;

2) maintain its current emergency room licensure status and not close
its emergency room,;

3) maintain its current inpatient surgery suites and not close these
facilities.

D. Schedule and Notice of Transfer of Non-Federal Funds

(1) PROVIDER shall provide PLAN with a copy of the schedule
regarding the transfer of GOVERNMENTAL FUNDING ENTITY funds to the State DHCS,

2
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referred to in the Intergovernmental Agreement, within fifteen (15) days of establishing such
schedule with the State DHCS. Additionally, PROVIDER shall notify PLAN, in writing, no less
than seven (7) calendar days prior to any changes to an existing schedule including, but not
limited to, changes in the amounts therein.

2) PROVIDER shall provide PLAN with written notice of the amount
and date of the transfer within seven (7) calendar days after the transfer of GOVERNMENTAL
FUNDING ENTITY funds to the State DHCS for use as the nonfederal share of any IGT
MMCRRL

E. Form and Timing of Payments

PLAN agrees to pay LMMCRR IGT PAYMENTS to PROVIDER in the
following form and according to the following schedule:

(1) PLAN agrees to pay the LMMCRR IGT PAYMENTS to PROVIDER using
the same mechanism through which compensation and payments are normally paid to
PROVIDER (e.g., electronic transfer).

(2) PLAN will pay the LMMCRR IGT PAYMENTS to PROVIDER no later than
thirty (30) calendar days after receipt of the IGT MMCRRIs from State DHCS.

F. Consideration

(1) As consideration for the LMMCRR IGT PAYMENTS, PROVIDER shall use
the LMMCRR IGT PAYMENTS for the following purposes and shall treat the LMMCRR IGT
PAYMENTS in the following manner:

(a) The LMMCRR IGT PAYMENTS shall represent compensation for
Medi-Cal services rendered to Medi-Cal PLAN members by PROVIDER during the State fiscal
year to which the LMMCRR IGT PAYMENTS apply.

(b) To the extent that total payments received by PROVIDER for any
State fiscal year under this Amendment exceed the cost of Medi-Cal services provided to Medi-
Cal beneficiaries by PROVIDER during that fiscal year, any remaining LMMCRR IGT
PAYMENT amounts shall be retained by PROVIDER to be expended for health care services.
Retained LMMCRR IGT PAYMENT amounts may be used by the PROVIDER in either the
State fiscal year for which payments are received or subsequent State fiscal years.

(2) For purposes of subsection (1) (b) above, if the retained LMMCRR IGT
PAYMENTS, if any, are not used by PROVIDER in the State fiscal year received, retention of
funds by PROVIDER will be established by demonstrating that the retained earnings account of
PROVIDER at the end of any State fiscal year in which it received payments based on
LMMCRR IGT PAYMENTS funded pursuant to the Intergovernmental Agreement, has

3
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increased over the unspent portion of the prior State fiscal year’s balance by the amount of
LMMCRR IGT PAYMENTS received, but not used. These retained PROVIDER funds may be
commingled with other GOVERNMENTAL FUNDING ENTITY funds for cash management
purposes provided that such funds are appropriately tracked and only the depositing facility is
authorized to expend them.

(3) Both parties agree that none of these funds, either GOVERNMENTAL
FUNDING ENTITY or federal matching funds, will be recycled back to the
GOVERNMENTAL FUNDING ENTITY’S general fund, the State, or any other intermediary
organization. Payments made by the health plan to providers under the terms of this Agreement
constitute patient care revenues.

G. PLAN’s Oversight Responsibilities

PLAN’s oversight responsibilities regarding PROVIDER's use of the LMMCRR
IGT PAYMENTS shall be limited as described in this paragraph. PLAN shall request, within
thirty (30) calendar days after the end of each State fiscal year in which LMMCRR IGT
PAYMENTS were transferred to PROVIDER, a written confirmation that states whether and
how PROVIDER complied with the provisions set forth in Paragraph 1.F. above. In each
instance, PROVIDER shall provide PLAN with written confirmation of compliance within thirty
(30) calendar days of PLAN’s request.

H. Cooperation Among Parties

Should disputes or disagreements arise regarding the ultimate computation or
appropriateness of any aspect of the LMMCRR IGT PAYMENTS, PROVIDER and PLAN
agree to work together in all respects to support and preserve the LMMCRR IGT PAYMENTS
to the full extent possible on behalf of the safety net in Kern County.

I. Reconciliation

Within one hundred twenty (120) calendar days after the end of each of PLAN’s
fiscal years in which LMMCRR IGT PAYMENTS were made to PROVIDER, PLAN shall
perform a reconciliation of the LMMCRR IGT PAYMENTS transmitted to the PROVIDER
during the preceding fiscal year to ensure that the supporting amount of IGT MMCRRIs were
received by PLAN from State DHCS. PROVIDER agrees to return to PLAN any overpayment
of LMMCRR IGT PAYMENTS made in error to PROVIDER within thirty (30) calendar days
after receipt from PLAN of a written notice of the overpayment error, unless PROVIDER
submits a written objection to PLAN. Any such objection shall be resolved in accordance with
the dispute resolution processes set forth in Section 10.04 of the Agreement. The reconciliation
processes established under this paragraph are distinct from the indemnification provisions set
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forth below. PLAN agrees to transmit to PROVIDER any underpayment of LMMCRR IGT
PAYMENTS within thirty (30) calendar days of PLAN’s identification of such underpayment.

J. Indemnification

Both parties agree to indemnify, defend and hold harmless the other party and
their officers, agents and employees from any and all claims, demands, judgments, damages,
costs, liabilities or losses arising from, or in any way relating to, any losses or delays in
capitation payments as a result of intergovernmental transfers from PROVIDER to the State
DHCS for the provision of IGT payments to PLAN.

2% Term

The term of this Amendment shall commence on July 1, 2015 and shall terminate on
September 30, 2019.

All other terms and provisions of said Agreement shall remain in full force and effect so
that all rights, duties and obligations, and liabilities of the parties hereto otherwise remain
unchanged; provided, however, if there is any conflict between the terms of this
Amendment and the Agreement, then the terms of this Amendment shall govern.

SIGNATURES
TEHA?API VWOSPI’TAL ﬁRN HEALTH SYS ‘%
Eugeéé Suksi Doug H;ﬁvard / 44
Chief Executive Officer Chief Executive Officer
APPROVED AS TO FORM:
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee

From: Robert Landis, CFO

Date: June 2, 2017

Re: Analysis of Insurance Renewals

Background

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

Crime

Property

Workers’ Compensation

Fiduciary Liability

Excess Cyber

Managed Care Errors and Omissions Liability Insurance
Earthquake Insurance

Flood Insurance

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

e Crime Insurance
Management recommends a renewal of the crime insurance policy. Carrying crime
insurance is a DMHC requirement.

National Union Fire Insurance Company of Pittsburgh, PA (AIG)

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

Term: July 1, 2017 through June 30, 2019 (New two (2) year policy term
with annual billing)

Coverage: This policy insures against employee theft, forgery, robbery and
safe burglary, and computer fraud. KHS Employee benefits plans are also
covered for theft of funds.

Limit per Occurrence: $10,000,000

Deductible: $2,500

Annual Premium: $9,355. Prior year premium was $9,536.

No claims were filed last year.
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Property Insurance

Management recommends renewal of the Hospital All Risk Property Program (“HARPP”)
through Lexington Insurance. KHS has $19.8 million of property plant and equipment to
insure. Automobile Physical Damage is also included. Primary Cyber Coverage is included
at a limit of $2 million that insures against the damages that occur related to computer system

breaches.

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

Term: July 1, 2017 through June 30, 2018

Coverage: This policy insures against losses from property damage
Limit per Occurrence: $350,000,000 repair or replacement cost
Deductible: $5,000 — Autos (Physical Damage $2,500)

Annual Premium: $22,591. Prior year premium was $22,935.

No claims were filed last year.

e Workers’ Compensation Insurance
Management recommends renewing participation in the workers’ compensation program
offered by the Joint Authority, Special District Risk Management Authority (SDRMA).
This agency was formed in 1986 to offer risk sharing and risk financing for California
public agencies.

KHS joined SDRMA on June 1, 2010.

Rating: The pool is not an insurance company and no rating is

Available.

Term: July 1, 2017 through June 30, 2018

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

Coverage is mandated by the state.

Limit per Occurrence: Statutory for Workers” Compensation and
$5,000,000 for Employer’s Liability

Deductible: N/A

The annual premium is a function of KHS’ annual payroll (estimated
payroll $23,352,087

The rate per payroll dollar remains unchanged and includes 15% in CIP points
(Credit Incentive Program)

Since joining SDRMA in 2010, KHS has filed 40 workers’ compensation
claims with estimated losses of $404,077. Experience mod applied to rates
increased from 107% in 16/17 to 142% in 17/18.

Annual Estimated Premium: $177,821. Prior year estimated premium was
$106,318
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Fiduciary Liability Insurance

Management recommends continued coverage for Fiduciary liability covering administrative
errors and omissions claims, breach of duty claims and defense for employee benefit claims,
such as failure to timely distribute assets, failure to choose/offer prudent investments, failure
to monitor investments, breach of responsibilities and negligence in the administration of a
plan.

e RLI Insurance Company

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

e Term: August 1, 2017 through August 1, 2018

e Limit per occurrence: $1,000,000

e Aggregate: $1,000,000

e Self-Insured Retention: $0 Non-indemnifiable losses $25,000 All other losses
e Annual Premium $3,348. Last year’s premium was $3,348.

No claims were filed last year.

Excess Cyber Liability Insurance

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

e National Union Fire Insurance Company of Pittsburgh, PA (AIG)

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

e Term: July 1, 2017 through June 30, 2018

e Limit per occurrence: $2,000,000

e Aggregate: $2,000,000

e Self-Insured Retention: Primary coverage within the HARPP Program
e Annual Premium: $29,000. Last year’s premium was $35,000.

No claims were filed last year.

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

e Lexington Insurance Company

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

e Term: July 1, 2017 through June 30, 2018

e Limit per occurrence: $1,000,000

e Aggregate: $3,000,000

e Self-Insured Retention:$100,000 each claim

e Annual Premium: $56,830. Last year’s premium was $61,390.

No claims were filed last year.
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e Earthquake Insurance
Management recommends renewing the Earthquake insurance coverage.

e Everest Indemnity Insurance Company

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

e Term: July 1, 2017 through June 30, 2018

e Limit per occurrence: $5,000,000

e Aggregate: $5,000,000

e Deductible:5% Per unit (unit is defined as replacement cost of the
covered Property — Building, Contents and Business Income
separately), subject to a minimum of $50,000

e Annual Premium: $11,558. Last year’s premium was $13,044.

No claims were filed last year.

Flood Insurance
Management recommends renewing the Flood Insurance coverage.
e Hartford Ins. Company of the Midwest
e Rating: Carrier has a superior A+ XV rating from AM Best
e Term: July 1, 2017 through June 30, 2018
9700 Stockdale Hwy — Building and Contents
$500,000 Building (maximum limit available)
$500,000 Contents (maximum limit available)
$1,250.00 Deductible on both Building & Contents
Annual Premium: $3,323. Last year’s premium was $3,323.

No claims were filed last year.

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

Requested Action

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

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 2, 2017

Re: February 2017 Financial Results

The February results reflect a $3,986,163 Net Increase in Net Position which is a $2,815,917 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $1.6 million favorable variance primarily due to:
A) $1.3 million unfavorable variance relating to Family and Other primarily due to lower than expected
Maternity revenue ($.9 million), lower than expected HEP-C revenue ($.2 million) and lower than
expected BHT revenue ($.1 million).

B) $.8 million favorable variance relating to Expansion primarily due to higher than expected enrollment
($1.0 million), lower than expected Maternity revenue ($.1 million) and lower than expected HEP-C
revenue (3.1 million).

C) $.7 million unfavorable variance relating to SPD members primarily due to lower than expected
enrollment ($.2 million), lower than expected HEP-C revenue ($.3 million) and lower than expected
BHT revenue ($.2 million)

D) $.5 million favorable variance in COB/Subrogation due to higher than expected claim payments
where KHS is not primary.

E) $2.0 million favorable variance relating to Rate/Income Adjustments primarily due to receiving
Maternity revenue for Family and Other relating to the prior year.

2) Total Medical Costs reflect a $.2 million unfavorable variance primarily due to:
A) $.8 million unfavorable variance in Physician Services primarily due to higher than expected

enrollment and higher than expected utilization of Referral Specialty Services.

B) $1.5 million unfavorable variance in Inpatient primarily due to higher than expected enrollment and
higher than expected utilization

C) $.5 million favorable variance in Other Medical Services primarily due to lower than expected
utilization of Long Term/SNF/Hospice Services and Enhanced Medical Benefits.

D) $1.6 million favorable variance in Pharmacy primarily due to fewer than expected prescriptions
dispensed ($.8 million) and lower than expected HEP-C utilization ($.7 million).

The February Medical Loss Ratio is 89.5% which is favorable to the 91.3% budgeted amount. The February
Administrative Expense Ratio is 4.3 % which is favorable to the 5.7% budgeted amount.

The results for the 2 months ended February 28, 2017 reflect a Net Increase in Net Position of $7,913,175.
This is a $5,688,718 favorable variance to budget and includes approximately $2.0 million of favorable
adjustments from the prior year. The year-to-date Medical Loss Ratio is 89.2% which is favorable to the
91.3% budgeted amount. The year-to-date Administrative Expense Ratio is 4.2% which is favorable to the
5.8% budgeted amount.
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF FEBRUARY 28, 2017
ASSETS FEBRUARY 2017 | JANUARY 2017 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 110,710,430 | $ 107,225,020 | $ 3,485,410
Short-Term Investments 170,777,922 89,746,882 81,031,040
Pass-through Monies Held for Future Payment 1,593,954 1,090,417 503,537
Premiums Receivable - Net 15,620,320 88,998,584 (73,378,264)
Interest Receivable 287,509 150,659 136,850
Other Receivables 736,167 671,672 64,495
Prepaid Expenses & Other Current Assets 708,515 699,596 8,919 |
Total Current Assets $ 300,434,817 | $ 288,582,830 | $ 11,851,987
RESTRICTED ASSETS [$ 300,000 [ $ 300,000 [ $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,851,562 4,851,562 -
Furniture and Equipment 6,994,372 7,096,427 (102,055)
Automobile - Net 21,715 22,107 (392)
Building and Building Improvements - Net 6,936,520 6,950,650 (14,130)
Capital Projects in Process 4,278,169 3,426,799 851,370
Total Capital Assets $ 23,082,338 | $ 22,347,545 | $ 734,793
| DEFERRED OUTFLOWS OF RESOURCES [ $ 4,540,339 | $ 4,540,339 | $ - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 328,357,494 | § 315,770,714 | S 12,586,780 ||
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 307,944 | § 206,959 100,985
Accrued Salaries and Employee Benefits 1,665,416 1,704,653 (39,237)
Accrued Other Operating Expenses 2,234,851 2,799,509 (564,658)
Accrued Taxes and Licenses 13,889,487 6,978,391 6,911,096
Other Medical Liabilities - Nonoperating Passthrough 1,593,954 1,090,417 503,537
Claims Payable (Reported) 19,829,387 16,933,297 2,896,090
IBNR - Inpatient Claims 30,282,508 29,129,101 1,153,407
IBNR - Physician Claims 12,413,657 12,599.477 (185,820)
IBNR - Accrued Other Medical 16,865,976 18,555,834 (1,689,858)
Risk Pool and Withholds Payable 3,556,815 3,970,602 (413,787)
Statutory Allowance for Claims Processing Expense 1,926,674 1,926,674 -
Other Liabilities 38,074,892 38,134,862 (59,970)
Total Currenlt Liabilities $ 142,641,561 | $ 134,029,776 | $ 8,611,785
NONCURRENT LIABILITIES:
Net Pension Liability 4,746,851 4,758,019 (11,168)
TOTAL NONCURRENT LIABILITIES $ 4,746,851 | $ 4,758,019 | § (11,168)
DEFERRED INFLOWS OF RESOURCES [ 1,840,334 | § 1,840,334 | § - |
NET POSITION:
Net Position - Beg. of Year 171,215,573 171,215,573 =
Increase (Decrease) in Net Position - Current Year 7,913,175 3,927,012 3,986,163
Total Net Position $ 179,128,748 | $ 175,142,585 | $ 3,986,163
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION || § 328,357,494 | $ 315,770,714 | $ 12,586,780
KHS5/24/2017
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED FEBRUARY 28, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
162,587 163,100 (513) Family Members 323,673 325,600 (1,927)
56,288 54,700 1,588 Expansion Members 111,693 109,200 2,493
13,401 13,550 (149) SPD Members 26,925 27,050 (125)
5,047 4,025 1,022 Other Members 9,995 8,025 1,970
7,365 7,025 340 Kaiser Members 14,468 14,025 443
244,688 242,400 2,288 Total Members-MCAL 486,754 483,900 2,854
REVENUES

20,048215 | 21,312,865 | (1,264,650) Title XIX - Medicaid - Family and Other 41,074,880 | 42,555,683 |  (1,480,803)

21,131,189 | 20,369,922 761,267 Title XIX - Medicaid - Expansion Members 42,036,541 | 40,666,864 1,369,677
9,618,941 | 10,314,531 (695,590) Title XIX - Medicaid - SPD Members 19,585,813 | 20,591,001 |  (1,005,188)
7,405,842 7,091,849 313,993 Premium - MCO Tax 14,896,970 | 14,157,334 739,636

176,794 152,378 24,416 Interest /Dividends 358,677 304,190 54,487
- 103,565 (103,565) Reinsurance Recoveries - 206,745 (206,745)
3,306,877 2,777,975 528,902 COB/Subrogation Collections 7,367,832 5,545,596 1,822,236
2,016,975 - 2,016,975 Rate/Income Adjustments 2,016,975 - 2,016,975
121 - 121 Other Income (Expense) 37,691 - 37,691
63,704,954 | 62,123,085 1,581,869 TOTAL REVENUES 127,375,379 |[ 124,027,412 3,347,967
EXPENSES
Medical Costs:

12,684,849 | 11,876,430 (808,419) Physician Services 25,027,665 | 23,708,846 |  (1,318,819)
2,246,962 2,603,966 357,004 Other Professional Services 4,889,003 5,202,577 313,574
4,450,889 4,627,725 176,836 Emergency Room 9,138,669 9,238,281 99,612

14,812,384 | 13,300,716 |  (1,511,668) Inpatient 28,811,936 | 26,552,253 | (2.259,683)

103,384 103,565 181 Reinsurance Expense 206,560 206,745 185
5,813,468 5,529,003 (284,465) Outpatient Hospital 11,291,408 | 11,037,550 (253,858)
2,007,506 2,488,786 481,280 Other Medical 4,105,330 4,969,531 864,201
7,616,304 9,168,141 1,551,837 Pharmacy 15,744,759 | 18,302,430 2,557,671

559,709 553,131 (6,578) Pay for Performance Quality Incentive 1,111,872 1,104,206 (7,666)

111,013 - (111,013) IBNR, Incentive, Paid Claims Adjustment (30,853) - 30,853

50,406,468 | 50,251,463 (155,003) Total Medical Costs 100,296,349 | 100,322,419 26,070

13,298,486 | 11,871,622 1,426,864 GROSS MARGIN 27,079,030 |[ 23,704,993 3,374,037

Administrative:
1,550,593 1,899,972 349,379 Compensation 3,217,867 3,826,021 608,154

450,657 534,319 83,661 Purchased Services 719,093 1,089,535 370,442

36,371 147,064 110,693 Supplies 103,243 297,222 193,979
363,606 528,173 164,567 Other Administrative Expenses 723,428 1,110,425 386,997
2,401,227 3,109,527 708,300 Total Administrative Expenses 4,763,631 6,323,203 1,559,572
[ 52,807,695] 53,360,991 || 553,296 || TOTAL EXPENSES I[ 105,059,980 || 106,645,622 | 1,585,642 |
10,897,259 8,762,095 ] 2,135,164 | OPERATING INCOME (L.OSS) BEFORE TAX [ 22315399 17,381,791 ] 4,933,609 |
[ 6,911,096 | 7,091,849 | 180,753 | MCO TAX [ 14402224 || 14,157,334 ][ (244,890)]|
[ 3986,163] 1670246 ] 2,315917 | OPERATING INCOME (LOSS) NET OF TAX [ 7913175 3224457] 4,688,718 ]
NONOPERATING REVENUE (EXPENSES)
- (500,000)| 500,000 Reserve Fund Projects/Community Grants - (1,000,000) 1,000,000
E (500,000)]] 500,000 | TOTAL NONOPERATING REVENUES (EXPENSES) - a,000,000) 1,000,000
[ 3986163 | 1,170246 | 2815917 NET INCREASE (DECREASE)INNET POSITION || 7913175] 2224457 5688718 |
I 89.5%| 91.3%| 1.8%|| MEDICAL LOSS RATIO I 89.2%| 91.3%| 2.1%l|
( 4.3%| 5.7%)|| 1.4%] ADMINISTRATIVE EXPENSE RATIO Il 4.2%| 5.8%] 1.5%)|
KHS5/24/2017
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 FEBRUARY 28, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
162,587 163,100 (513) Family Members 323,673 325,600 (1,927)
56,288 54,700 1,588 Expansion Members 111,693 109,200 2,493
13,401 13,550 (149) SPD Members 26,925 27,050 (125)
5,047 4,025 1,022 Other Members 9,995 8,025 1,970
7,365 7,025 340 Kaiser Members 14,468 14,025 443
244,688 242,400 2,288 Total Members-MCAL 486,754 483,900 2,854
REVENUES
119.60 127.53 (7.93) Title XIX - Medicaid - Family and Other 123.10 127.56 (4.45)
375.41 372.39 3.02 Title XIX - Medicaid - Expansion Members 376.36 372.41 3.95
717.78 761.22 (43.44) Title XIX - Medicaid - SPD Members 727.42 761.22 (33.80)
31.21 30.13 1.08 Premium - MCO Tax 31.54 30.13 1.41
0.74 0.65 0.10 Interest /Dividends 0.76 0.65 0.11
0.00 0.44 (0.44) Reinsurance Recoveries 0.00 0.44 (0.44)
13.93 11.80 2,13 COB/Subrogation Collections 15.60 11.80 3.80
8.50 0.00 8.50 Rate/Income Adjustments 4.27 0.00 4.27
0.00 0.00 0.00 Other Income (Expense) 0.08 0.00 0.08
268.43 263.93 4.50 TOTAL REVENUES 269.70 263.96 5.74
EXPENSES
Medical Costs:
53.45 50.46 (2.99) Physician Services 52.99 50.46 (2.53)
9.47 11.06 1.60 Other Professional Services 10.35 11.07 0.72
18.75 19.66 0.91 Emergency Room 19.35 19.66 0.31
62.41 56.51 (5.91) Inpatient 61.01 56.51 (4.50)
0.44 0.44 0.00 Reinsurance Expense 0.44 0.44 0.00
24.50 23.49 (1.01) Outpatient Hospital 23.91 23.49 (0.42)
8.46 10.57 2.11 Other Medical 8.69 10.58 1.88
32.09 38.95 6.86 Pharmacy 33.34 38.95 5.61
2.36 2.35 (0.01) Pay for Performance Quality Incentive 2.35 2.35 (0.00)
0.47 0.00 (0.47) IBNR, Incentive, Paid Claims Adjustment (0.07) 0.00 0.07
212.40 213.50 1.10 Total Medical Costs 212.36 213.51 1.15
56.04 50.44 5.60 GROSS MARGIN 57.34 50.45 6.89
Administrative:
6.53 8.07 1.54 Compensation 6.81 8.14 1.33
1.90 2.27 0.37 Purchased Services 1.52 2.32 0.80
0.15 0.62 0.47 Supplies 0.22 0.63 0.41
1.53 2.24 0.71 Other Administrative Expenses 1.53 2.36 0.83
10.12 13.21 3.09 Total Administrative Expenses 10.09 13.46 3.37
( 222.51 | 226.71 || 4.19 | TOTAL EXPENSES I 222.45 | 226.97 | 4.52 ||
fl 45.92 || 37.23 | 8.69 | OPERATING INCOME (LOSS) BEFORE TAX I 47.25 | 36.99 | 10.26 ||
(l 29.12 | 30.13 | 1.01 | MCO TAX I 30.49 || 3013 | (0.36)
[ 16.80] 7.10 | 9.70 | OPERATING INCOME (LOSS) NET OF TAX I 16.76 | 6.86 | 9.89 |
NONOPERATING REVENUE (EXPENSES)
0.00 (2.12}| (2.12) Reserve Fund Projects/Community Grants 0.00 (4.25][ (4.25)|
0.00 (2.12)] (2.12)]  TOTAL NONOPERATING REVENUES (EXPENSES) 0.00 4.25) (4.25)]
f 16.80 || 4.97 | 11.82 | NET INCREASE (DECREASE) IN NET POSITION | 16.76 || 4.73 || 12.02 ||
( 89.5%|| 91.3%) 1.8%] MEDICAL LOSS RATIO I 89.2%|[ 91.3%| 2.1%)|
l 4.3%|| 5.7%| 1.4%| ADMINISTRATIVE EXPENSE RATIO I 4.2%| 5.8%] 1.5%)|
KHS5/24/2017
Management Use Only Page 3
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KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY DATE
THROUGH FEBRUARY 28, 2017 2017 2017 2017
(— PHYSICIAN SERVICES

Primary Care Physician Services 3,406,859 3,070,267 6,477,126

Referral Specialty Services 8,091,488 8,954,220 17,045,708

Urgent Care & After Hours Advise 835,481 651,650 1,487,131

Hospital Admitting Team 8,988 8,712 17,700
TOTAL PHYSICIAN SERVICES 12,342,816 12,684,849 25,027,665

OTHER PROFESSIONAL SERVICES

Vision Service Capitation 234,491 234,963 469,454

310 - Health Services - Utilization Management - UM Allocation * 659,425 596,974 1,256,399

311 - Health Services - Quality Improvement - UM Allocation * 101,672 94,856 196,528

312 - Health Services - Education - UM Allocation * 55,993 51,352 107,345

313 - Health Services - Pharmacy - UM Allocation * 86,242 76,174 162,416

314 - Health Homes - UM Allocation * 19,018 28,633 47,651

616 - Disease Management - UM Allocation * 36,728 38,265 74,993

Behavior Health Treatment 300,000 131,003 431,003

Mental Health Services 220,889 119,474 340,363

Other Professional Services 927,583 875,268 1,802,851
TOTAL OTHER PROFESSIONAL SERVICES 2,642,041 2,246,962 4,889,003
EMERGENCY ROOM 4,687,780 4,450,889 9,138,669
INPATIENT HOSPITAL 13,999,552 14,812,384 28,811,936
REINSURANCE EXPENSE PREMIUM 103,176 103,384 206,560
OUTPATIENT HOSPITAL SERVICES 5,477,940 5,813,468 11,291,408,

OTHER MEDICAL

Ambulance 321,788 349,619 671,407

Home Health Services & CBAS 370,547 381,556 752,103

Utilization and Quality Review Expenses 67,616 115,998 183,614

Long Term/SNF/Hospice 1,022,042 820,073 1,842,115

Enhanced Medical Benefits - - -

Non-Medical Transportation 315,831 340,260 656,091
TOTAL OTHER MEDICAL 2,097,824 2,007,506 4,105,330

PHARMACY SERVICES

RX - Drugs & OTC 7,157,012 6,565,755 13,722,767

RX - HEP-C 561,061 672,985 1,234,046

Rx - DME 476,382 443,564 919,946
RX - Pharmacy Rebates (66,000) (66,000) (132,000)
TOTAL PHARMACY SERVICES 8,128,455 7,616,304 15,744,759
PAY FOR PERFORMANCE QUALITY INCENTIVE 552,163 559,709 1,111,872
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (141,866) 111,013 (30,853)
Total Medical Costs 49,889,881 50,406,468 100,296,349
KHS5/24/2017 Page 8
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KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY DATE
THROUGH FEBRUARY 28, 2017 2017 2017 2017
PHYSICIAN SERVICES
Primary Care Physician Services 14.50 12.94 13.71
Referral Specialty Services 34.44 37.73 36.09
Urgent Care & After Hours Advise 3.56 2.75 3.15
Hospital Admitting Team 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 52.53 53.45 52.99
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 0.99 0.99
310 - Health Services - Utilization Management - UM Allocation * 2.81 2.52 2.66
311 - Health Services - Quality Improvement - UM Allocation * 0.43 0.40 0.42
312 - Health Services - Education - UM Allocation * 0.24 0.22 0.23
313 - Health Services - Pharmacy - UM Allocation * 0.37 0.32 0.34
314 - Health Homes - UM Allocation * 0.08 0.12 0.10
616 - Disease Management - UM Allocation * 0.16 0.16 0.16
Behavior Health Treatment 1.28 0.55 0.91
Mental Health Services 0.94 0.50 0.72
Other Professional Services 3.95 3.69 3.82
TOTAL OTHER PROFESSIONAL SERVICES 11.24 9.47 10.35
EMERGENCY ROOM 19.95 18.75 19.35
INPATIENT HOSPITAL 59.58 62.41 61.01
REINSURANCE EXPENSE PREMIUM 0.44 0.44 0.44
OUTPATIENT HOSPITAL SERVICES 23.31 24.50] 23.91
OTHER MEDICAL
Ambulance 1.37 1.47 1.42
Home Health Services & CBAS 1.58 1.61 1.59
Utilization and Quality Review Expenses 0.29 0.49 0.39
Long Term/SNF/Hospice 4.35 3.46 3.90
Enhanced Medical Benefits 0.00 0.00 0.00
Non-Medical Transportation 1.34 1.43 1.39
TOTAL OTHER MEDICAL 8.93 8.46) 8.69
PHARMACY SERVICES
RX - Drugs & OTC 30.46 27.67 29.06
RX - HEP-C 2.39 2.84 2.61
Rx - DME 2.03 1.87 1.95
RX - Pharmacy Rebates (0.28) (0.28) (0.28)
TOTAL PHARMACY SERVICES 34.59] 32.09 33.34
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.35 2.36 2.35
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (0.60) 0.47 (0.07)
Total Medical Costs 212.33 212.40 212.36
KHS5/24/2017 Page 9
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KERN HEALTH SYSTEMS

GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF FEBRUARY 28, 2017
ASSETS FEBRUARY 2017 JANUARY 2017 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,419,689 | $ 1,419,689 -
Interest Receivable 1,560 780 780
Prepaid Expenses & Other Current Assets 3,333 4,167 (834)
TOTAL CURRENT ASSETS $ 1,424,582 | $ 1,424,636 | $ (54)
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 353849 | § 353,849 | § -
NET POSITION:
Net Position- Beg. of Year 1,070,040 1,070,040 -
Increase (Decrease) in Net Position - Current Year 693 747 (54)
Total Net Position s 1,070,733 | $ 1,070,787 | $ (54)
TOTAL LIABILITIES AND NET POSITION | $ 1,424,582 | $ 1,424,636 | $ (54)
KHS5/24/2017
Management Use Only Page 12
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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 FEBRUARY 28, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
[ - - - Members - - -
REVENUES
- - - Premium - - -
780 - 780 Interest 1,560 - 1,560
- - Other Investment Income 800 - 800
780 - 780 TOTAL REVENUES 2,360 2 2,360
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
( 780 || -1 780 | GROSS MARGIN I 2,360 || - 2,360 ||
Administrative
834 - (834) Management Fee Expense and Other Admin Exp 1,667 - (1,667)
834 - (834) Total Administrative Expenses 1,667 - (1,667)
( 834 || - (834)| TOTAL EXPENSES I 1,667 || - (1,667)
( (54)| -l (54)| OPERATING INCOME (LOSS) I 693 | -] 693 |
( - -l -] TOTAL NONOPERATING REVENUE (EXPENSES) | - - -1
[ (59)| - (54)] NET INCREASE (DECREASE) IN NET POSITION | 693 || -l 693 |
(i 0%]| 0% 0% MEDICAL LOSS RATIO | 0%] 0% 0%
[ 107%| 0%l| -107%] ADMINISTRATIVE EXPENSE RATIO I 1% 0% -71%|)
KHS5/24/2017
Management Use Only P age 13
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO

Date: June 2, 2017

Re: March 2017 Financial Results

The March results reflect a $4,251,125 Net Increase in Net Position which is a $3,248,129 favorable
variance to the budget. Listed below are the major variances for the month:

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

A) $.6 million favorable variance relating to Family and Other primarily due higher than
expected enrollment ($.3 million), higher than expected Maternity revenue ($.4 million) and
lower than expected HEP-C revenue ($.1 million).

B) $1.6 million favorable variance relating to Expansion primarily due to higher than expected
enrollment ($1.3 million), higher than expected Maternity revenue ($.2 million) and higher
than expected HEP-C revenue ($.1 million).

C) $.4 million unfavorable variance relating to SPD members primarily due to lower than
expected enrollment ($.3 million) and lower than expected HEP-C revenue ($.1 million).

D) $1.9 million favorable variance in COB/Subrogation due to higher than expected claim
payments where KHS is not primary.

E) $.4 million favorable variance relating to Rate/Income Adjustments primarily due to
reinsurance recoveries from 2016.

2) Total Medical Costs reflect a $2.1 million unfavorable variance primarily due to:

A) $1.2 million unfavorable variance in Physician Services primarily due to higher than
expected enrollment and higher than expected utilization of Urgent Care services.

B) $1.9 million unfavorable variance in Inpatient primarily due to higher than expected
enrollment and higher than expected utilization.

C) $. 6 million favorable IBNR adjustment from the prior year.

The March Medical Loss Ratio is 88.5% which is favorable to the 91.3% budgeted amount. The
March Administrative Expense Ratio is 4.7 % which is favorable to the 5.9% budgeted amount.

The results for the 3 months ended March 31, 2017 reflect a Net Increase in Net Position of
$12,164,300. This is an $8,936,847 favorable variance to budget and includes approximately $3.0
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 88.9%
which is favorable to the 91.3% budgeted amount. The year-to-date Administrative Expense Ratio is
4.4% which is favorable to the 5.8% budgeted amount.
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Kern Health Systems
Financial Packet
March 2017
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KERN HEALTH SYSTEMS

KHS Finance Committee Meeting, June 2, 2017

MEDI-CAL
STATEMENT OF NET POSITION
AS OF MARCH 31, 2017
ASSETS MARCH 2017 || FEBRUARY 2017 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 105,080,500 | $ 110,710,430 | $ (5,629,930)
Short-Term Investments 178,249,343 170,777,922 7,471,421
Pass-through Monies Held for Future Payment 1,706,562 1,593,954 112,608
Premiums Receivable - Net 18,460,701 15,620,320 2,840,381
Interest Receivable 123,244 287,509 (164,265)
Other Receivables 633,546 736,167 (102,621)
Prepaid Expenses & Other Current Assets 1,306,308 708,515 597,793
Total Current Assets $ 305,560,204 | $ 300,434,817 | $ 5,125,387
| RESTRICTED ASSETS | § 300,000 | $ 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,851,562 4,851,562 -
Furniture and Equipment 7,357,608 6,994,372 363,236
Automobile - Net 21,324 21,715 (391)
Building and Building Improvements - Net 6,908,665 6,936,520 (27,855)
Capital Projects in Process 4,394,914 4,278,169 116,745
Total Capital Assets $ 23,534,073 | § 23,082,338 | $ 451,735
| DEFERRED OUTFLOWS OF RESOURCES [ $ 4,540,339 | $ 4,540,339 | $ - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 333,934,616 || $ 328,357,494 | § 5,577,122 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 51,540 | $ 307,944 (256,404)
Accrued Salaries and Employee Benefits 1,984,004 1,665,416 318,588
Accrued Other Operating Expenses 1,889,257 2,234,851 (345,594
Accrued Taxes and Licenses 21,088,883 13,889,487 7,199,396
Other Medical Liabilities - Nonoperating Passthrough 1,706,562 1,593,954 112,608
Claims Payable (Reported) 17,009,782 19,829,387 (2,819,605)
IBNR - Inpatient Claims 27,544,004 30,282,508 (2.738.504)
IBNR - Physician Claims 10,988,184 12,413,657 (1,425,473)
IBNR - Accrued Other Medical 17,605,131 16,865,976 739,155
Risk Pool and Withholds Payable 4,121,539 3,556,815 564,724
Statutory Allowance for Claims Processing Expense 1,926,674 1,926,674 -
Other Liabilities 38,063,167 38,074,892 (11,725)
Total Currenlt Liabilities $ 143,978,727 | $ 142,641,561 | $ 1,337,166
NONCURRENT LIABILITIES:
Net Pension Liability 4,735,682 4,746,851 (11,169)
TOTAL NONCURRENT LIABILITIES $ 4,735,682 | $ 4,746,851 | § (11,169)
[ DEFERRED INFLOWS OF RESOURCES [ 1,840,334 | $ 1,840,334 | § - |
NET POSITION:
Net Position - Beg. of Year 171,215,573 171,215,573 -
Increase (Decrease) in Net Position - Current Year 12,164,300 7,913,175 4,251,125
Total Net Position $ 183,379.873 | § 179,128,748 | $ 4,251,125 |
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 333,934,616 | $ 328,357,494 || $ 5,577,122
KHS5/24/2017
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 MARCH 31, 2017 ACTUAL | BUDGET [ VARIANCE
ENROLLMENT
164,642 163,700 942 Family Members 488,315 489,300 (985)
57,087 54,900 2,187 Expansion Members 168,780 164,100 4,680
13,539 13,600 (61) SPD Members 40,464 40,650 (186)
5,040 4,050 990 Other Members 15,035 12,075 2,960
7,466 7,050 416 Kaiser Members 21,934 21,075 859
247,774 243,300 4,474 Total Members-MCAL 734,528 727,200 7,328
REVENUES

21,940,850 | 21,382,913 557,937 Title XIX - Medicaid - Family and Other 63,015,730 | 63,938,595 (922,865)

22,045,879 | 20,442,902 1,602,977 Title XIX - Medicaid - Expansion Members 64,082,420 | 61,109,766 2,972,654
9,939,770 | 10,352,592 (412,822) Title XIX - Medicaid - SPD Members 29,525,583 | 30,943,593 |  (1,418,010)
7,470,551 7,118,213 352,339 Premium - MCO Tax 22,367,521 | 21,275,546 1,091,975

245,909 152,945 92,964 Interest /Dividends 604,586 457,135 147,451
- 103,950 (103,950) Reinsurance Recoveries - 310,695 (310,695)
4,696,164 2,788,330 1,907,834 COB/Subrogation Collections 12,063,996 8,333,926 3,730,070
413,545 - 413,545 Rate/Income Adjustments 2,430,520 - 2,430,520
46,740 - 46,740 Other Income (Expense) 84,431 - 84,431
66,799,408 | 62,341,844 4,457,564 TOTAL REVENUES 194,174,787 || 186,369,256 7,805,531
EXPENSES
Medical Costs:

13,156,118 | 11,920,442 |  (1,235.676) Physician Services 38,183,783 | 35,629,289 |  (2,554,494)
2,496,217 2,616,809 120,592 Other Professional Services 7,385,220 7,819,385 434,165
4,100,250 4,644,895 544,645 Emergency Room 13,238,919 13,883,176 644,257

15,281,823 | 13,349,896 |  (1.931,927) Inpatient 44,093,759 | 39,902,149 |  (4,191,610)

103,399 103,950 551 Reinsurance Expense 309,959 310,695 736
6,116,559 5,549,460 (567,099) Outpatient Hospital 17,407,967 | 16,587,010 (820,957)
2,214,713 2,496,829 282,116 Other Medical 6,320,043 7,466,360 1,146,317
9,063,123 9,201,992 138,869 Pharmacy 24,807,882 | 27,504,422 2,696,540

564,724 555,188 _(9,537) Pay for Performance Quality Incentive 1,676,596 1,659,394 (17,202)

(585,473) - 585,473 IBNR, Incentive, Paid Claims Adjustment (616,326) - 616,326

52,511,453 | 50,439,461 | (2,071,992) Total Medical Costs 152,807,802 | 150,761,880 |  (2,045,922)

14,287,955 | 11,902,383 2,385,572 GROSS MARGIN 41,366,985 | 35,607,376 5,759,609
Administrative:

1,806,555 1,899,801 93,246 Compensation 5,024,422 5,725,822 701,400

436,052 687,320 251,268 Purchased Services 1,155,145 1,776,855 621,710

86,926 148,657 61,731 Supplies 190,169 445,879 255,710
484,727 545,397 60,670 Other Administrative Expenses 1,208,155 1,655,822 447,667
2,814,260 3,281,174 . 466,914 Total Administrative Expenses 7,577,891 9,604,377 2,026,486
[ 55325713 53,720,635 (1,605,078)] TOTAL EXPENSES I[ 160,385,693 || 160,366,257 || (19,436)]
[ 11,473,695  8.621,209] 2,852,486 | OPERATING INCOME (LOSS) BEFORE TAX 33,789,094 | 26,002,999 | 7,786,095 ||
[ 7199396 ]  7,118213] (81,184)] MCO TAX [ 21,601,620 21,275,546 || (326,074)]
[ 4274299 1,502,996 || 2,771,303 | OPERATING INCOME (LOSS) NET OF TAX [ 12,187,474  4,727453 | 7,460,021 ||
NONOPERATING REVENUE (EXPENSES)
(23,174)]  (500,000) 476,826 Reserve Fund Projects/Community Grants (23174)]  (1,500,000)] 1,476,826
23,174)[  (500,000) 476,826 | TOTAL NONOPERATING REVENUES (EXPENSES) 231748)  (1,500,000)][ 1,476,826
[ 4251125 1,002.996] 3,248,129 NET INCREASE (DECREASE) INNET POSITION | 12,164 300 3227453 ][ 8,936,847 |
( 88.5%| 91.3%| 2.8%| MEDICAL LOSS RATIO [ 88.9%| 91.3%| 2.4%||
I 4.7%)| 5.9%)| 1.2%| ADMINISTRATIVE EXPENSE RATIO Il 4.4%| 5.8%| 1.4%|
KHS5/24/2017
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 MARCH 31, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
164,642 163,700 942 Family Members 488,315 489,300 (985)
57,087 54,900 2,187 Expansion Members 168,780 164,100 4,680
13,539 13,600 (61) SPD Members 40,464 40,650 (186)
5,040 4,050 990 Other Members 15,035 12,075 2,960
7,466 7,050 416 Kaiser Members 21,934 21,075 859
247,774 243,300 4,474 Total Members-MCAL 734,528 727,200 7,328
REVENUES
129.31 127.47 1.84 Title XIX - Medicaid - Family and Other 125.19 127.53 (2.33)
386.18 372.37 13.81 Title XIX - Medicaid - Expansion Members 379.68 372.39 7.29
734.16 761.22 (27.06) Title XIX - Medicaid - SPD Members 729.68 761.22 (31.54)
31.09 30.13 0.96 Premium - MCO Tax 31.39 30.13 1.26
1.02 0.65 0.38 Interest /Dividends 0.85 0.65 0.20
0.00 0.44 (0.44) Reinsurance Recoveries 0.00 0.44 (0.44)
19.54 11.80 7.74 COB/Subrogation Collections 16.93 11.80 5.13
1.72 0.00 1.72 Rate/Income Adjustments 3.41 0.00 3.41
0.19 0.00 0.19 Other Income (Expense) 0.12 0.00 0.12
277.97 263.88 14.09 TOTAL REVENUES 272.49 263.93 8.56
EXPENSES
Medical Costs:
54.75 50.46 (4.29) Physician Services 53.58 50.46 (3.13)
10.39 11.08 0.69 Other Professional Services 10.36 11.07 0.71
17.06 19.66 2.60 Emergency Room 18.58 19.66 1.08
63.59 56.51 (7.09) Inpatient 61.88 56.51 (5.37)
0.43 0.44 0.01 Reinsurance Expense 0.43 0.44 0.01
25.45 23.49 (1.96) Outpatient Hospital 24.43 23.49 (0.94)
9.22 10.57 1.35 Other Medical 8.87 10.57 1.70
37.711 38.95 1.24 Pharmacy 34.81 38.95 4.14
2.35 2.35 (0.00) Pay for Performance Quality Incentive 2.35 2.35 (0.00)
(2.44) 0.00 2.44 IBNR, Incentive, Paid Claims Adjustment (0.86) 0.00 0.86
218.52 213.50 (5.02) Total Medical Costs 214.44 213.51 (0.93)
59.46 50.38 9.08 GROSS MARGIN 58.05 50.43 7.62
Administrative:
7.52 8.04 0.52 Compensation 7.05 8.11 1.06
1.81 2.91 1.09 Purchased Services 1.62 2.52 0.90
0.36 0.63 0.27 Supplies 0.27 0.63 0.36
2.02 2.31 0.29 Other Administrative Expenses 1.70 2.34 0.65
11.71 13.89 2.18 Total Administrative Expenses 10.63 13.60 2.97
(l 230.23 | 227.39 | (2.84)| TOTAL EXPENSES I 225.07 || 227.11 || 2.03 ||
(l 47.75 || 36.49 | 11.25 OPERATING INCOME (LOSS) BEFORE TAX | 47.42 | 36.82 || 10.59 ||
l 29.96 || 30.13 || 0.17 | MCO TAX I 30.31 || 30.13 | (0.18)]]
[ 17.79 | 6.36 || 11.42 | OPERATING INCOME (LOSS) NET OF TAX I 17.10 || 6.69 | 10.41 ||
NONOPERATING REVENUE (EXPENSES)
(0.10)| (2.12) (2.02) Reserve Fund Projects/Community Grants (0.03) (6.35)] (6.32)]
(0.10)] (2.12) (2.02)] TOTAL NONOPERATING REVENUES (EXPENSES) (0.03) (6.35)|| (6.32)|
[l 17.69 | 4.25 | 13.44 | NET INCREASE (DECREASE) IN NET POSITION | 17.07 | 4.57 | 12.50 ||
[ 88.5%] 91.3%| 2.8%] MEDICAL LOSS RATIO I 88.9%| 91.3%|[ 2.4%)|
[ 4.7%] 5.9%|| 1.2%] ADMINISTRATIVE EXPENSE RATIO I 4.4%| 5.8%| 1.4%)|
KHS5/24/2017
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 DATE
THROUGH MARCH 31, 2017 2017 2017 2017 2017
PHYSICIAN SERVICES
Primary Care Physician Services 3,406,859 3,070,267 2,668,777 9,145,903
Referral Specialty Services 8,091,488 8,954,220 8,835,432 25,881,140
Urgent Care & After Hours Advise 835,481 651,650 1,642,609 3,129,740
Hospital Admitting Team 8,988 8,712 9,300 27,000
TOTAL PHYSICIAN SERVICES 12,342,816 12,684,849 13,156,118 38,183,783
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 234,491 234,963 238,174 707,628
310 - Health Services - Utilization Management - UM Allocation * 659,425 596,974 655,378 1,911,777
311 - Health Services - Quality Improvement - UM Alloeation * 101,672 94,856 112,498 309,026
312 - Health Services - Education - UM Allocation * 55,993 51,352 57,865 165,210
313 - Health Services - Pharmacy - UM Allocation * 86,242 76,174 87,191 249,607
314 - Health Homes - UM Allocation * 19,018 28,633 40,290 87,941
616 - Disease Management - UM Alocation * 36,728 38,265 51,455 126,448
Behavior Health Treatment 300,000 131,003 334,111 765,114
Mental Health Services 220,889 119,474 38,619 378,982
Other Professional Services 927,583 875,268 880,636 2,683,487
TOTAL OTHER PROFESSIONAL SERVICES 2,642,041 2,246,962 2,496,217 7,385,220
EMERGENCY ROOM 4,687,780 4,450,889 4,100,250] 13,238,919
INPATIENT HOSPITAL 13,999,552 14,812,384 15,281,823 44,093,759
REINSURANCE EXPENSE PREMIUM 103,176 103,384 103,399 309,959
OUTPATIENT HOSPITAL SERVICES 5,477,940, 5,813,468 6,116,559 17,407,967
OTHER MEDICAL
Ambulance 321,788 349,619 341,345 1,012,752
Home Health Services & CBAS 370,547 381,556 383,407 1,135,510
Utilization and Quality Review Expenses 67,616 115,998 142,141 325,755
Long Term/SNF/Hospice 1,022,042 820,073 961,497 2,803,612
Enhanced Medical Benefits - - - -
Non-Medical Transportation 315,831 340,260 386,323 1,042,414
TOTAL OTHER MEDICAL 2,097,824 2,007,506 2,214,713 6,320,043
PHARMACY SERVICES
RX - Drugs & OTC 7,157,012 6,565,755 7,810,438 21,533,205
RX - HEP-C 561,061 672,985 971,345 2,205,391
Rx - DME 476,382 443,564 669,108 1,589,054
RX - Pharmacy Rebates (66,000) (66,000) (387,768) (519,768)
TOTAL PHARMACY SERVICES 8,128,455 7,616,304 9,063,123 24,807,882
PAY FOR PERFORMANCE QUALITY INCENTIVE 552,163 559,709 564,724 1,676,596
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (141,866)' 111,013 (585,473) (616,326)
Total Medical Costs 49.889,881' 50,406,468 52,511,453 152,807,802
KHS5/24/2017 Page 8
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY MARCH DATE
THROUGH MARCH 31, 2017 2017 2017 2017 2017
PHYSICIAN SERVICES
Primary Care Physician Services 14.50 12.94 11.11 12.83
Referral Specialty Services 34.44 37.73 36.77 36.32
Urgent Care & After Hours Advise 3.56 2.75 6.84 4.39
Hospital Admitting Team 0.04 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 52.53 53.45 54.75 53.58
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 0.99 0.99 0.99
310 - Health Services - Utilization Management - UM Allocation * 2.81 2.52 2.73 2.68
311 - Health Services - Quality Improvement - UM Allocation * 0.43 0.40 0.47 0.43
312 - Health Services - Education - UM Allocation * 0.24 0.22 0.24 0.23
313 - Health Services - Pharmacy - UM Allocation * 0.37 0.32 0.36 0.35
314 - Health Homes - UM Allocation * 0.08 0.12 0.17 0.12
616 - Disease Management - UM Allocation * 0.16 0.16 0.21 0.18
Behavior Health Treatment 1.28 0.55 1.39 1.07
Mental Health Services 0.94 0.50 0.16 0.53
Other Professional Services 3.95 3.69 3.66 3.77
TOTAL OTHER PROFESSIONAL SERVICES 11.24 9.47 10.39 lﬂg
EMERGENCY ROOM 19.95 18.75 17.06 18.58
INPATIENT HOSPITAL 59.58 62.41 63.59 61.88
REINSURANCE EXPENSE PREMIUM 0.44 0.44| 0.43 0.43
OUTPATIENT HOSPITAL SERVICES 23.31| 24.5(;“ 25.45 24.43
OTHER MEDICAL
Ambulance 1.37 1.47 1.42 1.42
Home Health Services & CBAS 1.58 1.61 1.60 1.59
Utilization and Quality Review Expenses 0.29 0.49 0.59 0.46
Long Term/SNF/Hospice 4.35 3.46 4.00 3.93
Enhanced Medical Benefits 0.00 0.00 0.00 0.00
Non-Medical Transportation 1.34 1.43 1.61 1.46
TOTAL OTHER MEDICAL 8.93 8.46 9.22 8.87
PHARMACY SERVICES
RX - Drugs & OTC 30.46 27.67 32.50 30.22
RX - HEP-C 2.39 2.84 4.04 3.09
Rx - DME 2.03 1.87 2.78 2.23
RX - Pharmacy Rebates (0.28) (0.28) (1.61) (0.73)
TOTAL PHARMACY SERVICES 34.59 32.09 37.71 34.81
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.35 2.36 2.35 2.35
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (0.60) 0.47 (2.44) (0.86)
Total Medical Costs 212.33 212.40 218.52 214.44)
KHS5/24/2017 Page 9
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KERN HEALTH SYSTEMS

GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF MARCH 31, 2017
ASSETS MARCH 2017 FEBRUARY 2017 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,419,689 | $ 1,419,689 -
Interest Receivable 2,658 1,560 1,098
Prepaid Expenses & Other Current Assets 2,500 3,333 (833)
TOTAL CURRENT ASSETS $ 1,424,847 | $ 1,424,582 | $ 265
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 353,849 | § 353,849 | $ -
NET POSITION:
Net Position- Beg. of Year 1,070,040 1,070,040 -
Increase (Decrease) in Net Position - Current Year 958 693 265
Total Net Position $ 1,070,998 | $ 1,070,733 | $ 265
TOTAL LIABILITIES AND NET POSITION || § 1,424,847 || $ 1,424,582 | $ 265

KHS5/24/2017
Management Use Only Page 12
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CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET POSITION

FOR THE MONTH ENDED MARCH 31, 2017

KHS Finance Committee Meeting, June 2, 2017

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

Members

REVENUES
- - - Premium - - -
1,098 - 1,098 Interest 2,658 - 2,658
- - - Other Investment Income 800 - 800
1,098 = 1,098 TOTAL REVENUES 3,458 i 3,458
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - B
- - - Total Medical Costs - - -
[ 1,098 | - 1,098 || GROSS MARGIN [ 3,458 | - 3,458 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 2,500 - (2,500)
833 B (833) Total Administrative Expenses 2,500 - (2,500)
[ 833 | - (833)] TOTAL EXPENSES I 2,500 || -1 (2,500)]|
( 265 | -0 265 | OPERATING INCOME (LOSS) I 958 | - 958 ||
[ - -l - TOTAL NONOPERATING REVENUE (EXPENSES) | - - -
[ 265 | - 265 | NET INCREASE (DECREASE) IN NET POSITION || 958 | - 958 |
[ 0%| 0%| 0% MEDICAL LOSS RATIO I 0%] 0%]| 0%
[ 76%| 0% -16%|| ADMINISTRATIVE EXPENSE RATIO I 72%) 0% -72%)||
KHS5/24/2017
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: June 2, 2017

Re: April 2017 Financial Results

The April results reflect a $3,366,854 Net Increase in Net Position which is a $2,321,216 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $1.6 million favorable variance primarily due to:

A) $.4 million favorable variance relating to Family and Other primarily due higher than
expected enrollment ($.2 million) and higher than expected Maternity revenue ($.2 million).

B) $1.1 million favorable variance relating to Expansion primarily due to higher than expected
enrollment ($1.3 million), lower than expected Maternity revenue ($.3 million) and higher
than expected HEP-C revenue ($.1 million).

C) $.3 million unfavorable variance relating to SPD members primarily due to lower than
expected enrollment ($.1 million) and lower than expected HEP-C revenue ($.2 million).

2) Total Medical Costs reflect a $.4 million unfavorable variance primarily due to:

A) $1.3 million unfavorable variance in Physician Services primarily due to higher than
expected enrollment and higher than expected utilization of Referral Specialty Services.

B) $.6 million favorable variance in Emergency Room primarily due to lower than expected
utilization.

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

D) $1.1 million favorable variance in Pharmacy primarily due to lower than expected unit costs
($.7 million) and lower than expected HEP-C utilization ($.4 million).

The April Medical Loss Ratio is 90.1% which is favorable to the 91.4% budgeted amount. The April
Administrative Expense Ratio is 4.5 % which is favorable to the 5.8% budgeted amount.

The results for the 4 months ended April 30, 2017 reflect a Net Increase in Net Position of
$15,531,154. This is an $11,258,064 favorable variance to budget and includes approximately $3.4
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 89.2%
which is favorable to the 91.3% budgeted amount. The year-to-date Administrative Expense Ratio is
4.4% which is favorable to the 5.8% budgeted amount.
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Kern Health Systems
Financial Packet
April 2017

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 by Month

Schedule of Medical Costs by Month - PMPM

Schedule of Administrative Expenses by Department

Schedule of Administrative Expenses by Department by Month

KHS Group Health Plan — Healthy Families Line of Business

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

KHS Administrative Analysis and Other Reporting

Monthly Member Count
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF APRIL 30,2017

KHS Finance Committee Meeting, June 2, 2017

ASSETS APRIL 2017 || MARCH 2017 “ INC(DEC) ||
CURRENT ASSETS:
Cash and Cash Equivalents $ 161,023,783 | $ 105,080,500 | $ 55,943,283
Short-Term Investments 178,339,888 178,249,343 90,545
Pass-through Monies Held for Future Payment 3,219,608 1,706,562 1,513,046
Premiums Receivable - Net - 18,460,701 (18,460,701)
Interest Receivable 159,621 123,244 36,377
Other Receivables 816,873 633,546 183,327
Prepaid Expenses & Other Current Assets 1,088,713 1,306,308 (217,595)
Total Current Assets $ 344,648,486 | $ 305,560,204 | $ 39,088,282
| RESTRICTED ASSETS | $ 300,000 | $ 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,851,562 4,851,562 -
Furniture and Equipment 7,269,053 7,357,608 (88,555
Automobile - Net 20,932 21,324 (392)
Building and Building Improvements - Net 6,880,809 6,908,665 (27,856)
Capital Projects in Process 4,739,454 4,394,914 344,540
Total Capital Assets $ 23,761,810 | $ 23,534,073 | § 227,737
[ DEFERRED OUTFLOWS OF RESOURCES | $ 4,540,339 | $ 4,540,339 | § - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | $ 373,250,635 § 333,934,616 [ $ 39,316,019 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 52,239 | $ 51,540 699
Accrued Salaries and Employee Benefits 2,067,880 1,984,004 83,876
Accrued Other Operating Expenses 1,658,241 1,889,257 (231,016)
Accrued Taxes and Licenses 6,697,675 21,088,883 (14,391.,208)
Other Medical Liabilities - Nonoperating Passthrough 3,219,608 1,706,562 1,513,046
DHCS Payable - Net 43,930,542 - 43,930,542
Claims Payable (Reported) 15,090,237 17,009,782 (1,919,545)
IBNR - Inpatient Claims 32,989,117 27,544,004 5,445,113
IBNR - Physician Claims 11,218,873 10,988,184 230,689
IBNR - Accrued Other Medical 19,324,925 17,605,131 1,719,794
Risk Pool and Withholds Payable 3,995,039 4,121,539 (126,500)
Statutory Allowance for Claims Processing Expense - 1,926,674 1,926,674 -
Other Liabilities 37,768,010 38,063,167 (295,157)
Total Currenlt Liabilities $ 179,939,060 | $ 143,978,727 | $ 35,960,333
NONCURRENT LIABILITIES:
Net Pension Liability 4,724,514 4,735,682 (11,168)
TOTAL NONCURRENT LIABILITIES $ 4,724,514 | $ 4,735,682 | $ (11,168)
| DEFERRED INFLOWS OF RESOURCES | § 1,840,334 | § 1,840,334 [ § - |
NET POSITION:
Net Position - Beg. of Year 171,215,573 171,215,573 -
Increase (Decrease) in Net Position - Current Year 15,531,154 12,164,300 3,366,854
Total Net Position $ 186,746,727 | $ 183,379,873 | $ 3,366,854
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 373,250,635 || $ 333,934,616 | $ 39,316,019
KHS5/24/2017
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED APRIL 30, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
164,778 164,300 478 Family Members 653,093 653,600 (507)
57,663 55,100 2,563 Expansion Members 226,443 219,200 7,243
13,577 13,650 (73) SPD Members 54,041 54,300 (259)
5,160 4,075 1,085 Other Members 20,195 16,150 4,045
7,619 7,075 544 Kaiser Members 29,553 28,150 1,403
248,797 244,200 4,597 Total Members-MCAL 983,325 971,400 11,925
REVENUES

21,818,166 | 21,452,960 365,206 Title XIX - Medicaid - Family and Other 84,833,896 | 85,391,555 (557,659)

21,650,071 | 20,515,881 1,134,190 Title XIX - Medicaid - Expansion Members 85,732,491 | 81,625,647 4,106,844

10,055,780 | 10,390,653 (334,873) Title XIX - Medicaid - SPD Members 39,581,363 | 41,334,245 |  (1,752,882)
7,507,968 7,144,576 363,392 Premium - MCO Tax 29,875,489 | 28,420,123 1,455,367

264,732 153,511 111,221 Interest /Dividends 869,318 610,647 258,671
- 104,335 (104,335) Reinsurance Recoveries - 415,030 (415,030)
2,789,187 2,798,685 (9,498) COB/Subrogation Collections 14,853,183 | 11,132,611 3,720,572
93,756 - 93,756 Rate/Income Adjustments 2,524,276 - 2,524,276
(1,110) - (1,110) Other Income (Expense) 83,321 - 83,321
64,178,550 || 62.560.602 1,617,948 TOTAL REVENUES 258,353,337 || 248,929,858 9,423,480
EXPENSES
Medical Costs:

13,305,167 | 11,964,455 | (1,340,712) Physician Services 51,488,950 | 47,593,744 |  (3,895,206)
2,479,295 2,651,326 172,031 Other Professional Services 9,864,515 | 10,470,712 606,197
4,012,665 4,662,065 649,400 Emergency Room 17,251,584 | 18,545,241 1,293,657

14,524,702 | 13,399,076 | (1,125,626) Inpatient 58,618,461 | 53,301,225 |  (5.317,236)

105,736 104,335 (1,401) Reinsurance Expense 415,695 415,030 (665)
5,765,474 5,569,917 (195,557) Outpatient Hospital 23,173,441 | 22,156,927 | (1,016,514)
2,373,420 2,504,872 131,452 Other Medical 8,693,463 9,971,232 1,277,769
8,149,210 9,235,843 1,086,633 Pharmacy 32,957,092 | 36,740,264 3,783,172

566,768 557,244 (9,524) Pay for Performance Quality Incentive 2,243,364 2,216,638 (26,727)

(232,581) - 232,581 IBNR, Incentive, Paid Claims Adjustment (848,907) E 848,907

51,049,856 | 50,649,133 (400,723) Total Medical Costs 203,857,658 | 201,411,012 |  (2,446,646)

13,128,694 || 11,911,469 1,217,225 GROSS MARGIN 54,495,679 || 47,518,845 6,976,834
Administrative:

1,650,173 1,965,984 315,811 Compensation 6,674,595 7,691,805 1,017,210

442,046 558,219 116,173 Purchased Services 1,597,191 2,335,073 737,882

99,813 149,565 49,752 Supplies 289,982 595,444 305,462
365,239 547,488 182,249 Other Administrative Expenses 1,573,394 2,203,310 629,916
2,557,271 3,221,255 663,984 Total Administrative Expenses 10,135,162 | 12,825,632 2,690,471
[ 53,607,027 | 53,870,388 || 263,261 | TOTAL EXPENSES | 213,992,820 | 214.236,645 | 243,825 |
[ 10571423 ] 8,690,214 || 1,881,209 || OPERATING INCOME (LOSS) BEFORE TAX [ 44,360,517 34,693213 | 9,667,304 |
[ 7204569 ] 7,144,576 || (59,993)| MCO TAX [ 28,806,180 | 28,420,123 |  (386,067)]
[ 3366854 ] 1,545,638 1,821,216 || OPERATING INCOME (LOSS) NET OF TAX [ 15,554,328 | 6,273,001 || 9,281,238 |
NONOPERATING REVENUE (EXPENSES)
- (500,000)[ 500,000 Reserve Fund Projects/Community Grants (23,174) (2,000,000)| 1,976,826
- (500,000)]| 500,000 | TOTAL NONOPERATING REVENUES (EXPENSES) 23.174)  (2,000,000)] 1,976,826
[ 3366854| 1,045638] 2,321,216 NET INCREASE (DECREASE) INNET POSITION || 15,531,154 | 4,273,091 ] 11,258,064 |
( 90.1%|| 91.4%| 1.3%| MEDICAL LOSS RATIO I 89.2%| 91.3%| 2.1%||
( 4.5%] 5.8%| 1.3%| ADMINISTRATIVE EXPENSE RATIO Il 4.4%| 5.8%] 1.4%)|
KHS5/24/2017
Management Use Only Page 2
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KERN HEALTH SYSTEMS
MEDI-CAL

KHS Finance Committee Meeting, June 2, 2017

STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED APRIL 30, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
164,778 164,300 478 Family Members 653,093 653,600 (507)
57,663 55,100 2,563 Expansion Members 226,443 219,200 7,243
13,577 13,650 (73) SPD Members 54,041 54,300 (259)
5,160 4,075 1,085 Other Members 20,195 16,150 4,045
7,619 7,075 544 Kaiser Members 29,553 28,150 1,403
248,797 244,200 4,597 Total Members- MCAL 983,325 971,400 11,925
REVENUES
128.39 127.41 0.98 Title XIX - Medicaid - Family and Other 126.00 127.50 (1.50)
375.46 372.34 3.12 Title XIX - Medicaid - Expansion Members 378.61 372.38 6.23
740.65 761.22 (20.57) Title XIX - Medicaid - SPD Members 732.43 761.22 (28.79)
31.13 30.13 1.00 Premium - MCO Tax 31.32 30.13 1.19
1.10 0.65 0.45 Interest /Dividends 0.91 0.65 0.26
0.00 0.44 (0.44) Reinsurance Recoveries 0.00 0.44 (0.44)
11.56 11.80 (0.24) COB/Subrogation Collections 15.57 11.80 3.77
0.39 0.00 0.39 Rate/Income Adjustments 2.65 0.00 2.65
(0.00) 0.00 (0.00) Other Income (Expense) 0.09 0.00 0.09
266.10 263.83 2.27 TOTAL REVENUES 270.88 263.91 6.97
EXPENSES
Medical Costs:
55.17 50.46 4.71) Physician Services 53.98 50.46 (3.53)
10.28 11.18 0.90 Other Professional Services 10.34 11.10 0.76
16.64 19.66 3.02 Emergency Room 18.09 19.66 1.57
60.22 56.51 (3.72) Inpatient 61.46 56.51 (4.95)
0.44 0.44 0.00 Reinsurance Expense 0.44 0.44 0.00
23.91 23.49 (0.42) Outpatient Hospital 24.30 23.49 (0.81)
9.84 10.56 0.72 Other Medical 9.11 10.57 1.46
33.79 38.95 5.16 Pharmacy 34.55 38.95 4.40
2.35 2.35 0.00 Pay for Performance Quality Incentive 2.35 2.35 (0.00)
(0.96) 0.00 0.96 IBNR, Incentive, Paid Claims Adjustment (0.89) 0.00 0.89
211.67 213.60 1.93 Total Medical Costs 213.74 213.53 (0.21)
54.44 50.23 4.20 GROSS MARGIN 57.14 50.38 6.76
Administrative:
6.84 8.29 1.45 Compensation 7.00 8.15 1.16
1.83 2.35 0.52 Purchased Services 1.67 2.48 0.80
0.41 0.63 0.22 Supplies 0.30 0.63 0.33
1.51 2.31 0.79 Other Administrative Expenses 1.65 2.34 0.69
10.60 13.58 2.98 Total Administrative Expenses 10.63 13.60 2.97
I 222.27 || 22718 || 4.91 | TOTAL EXPENSES I 224.36 | 22713 || 2.76 ||
[ 4383 36.65 | 7.18 | OPERATING INCOME (LOSS) BEFORE TAX I 46.51 || 36.78 | 9.73 |
( 29.87 | 30.13 | 0.26 | MCO TAX I 30.20 | 30.13 | (0.07)]
I 13.96 | 6.52 | 7.44 | OPERATING INCOME (LOSS) NET OF TAX I 16.31 | 6.65 | 9.66 ||
NONOPERATING REVENUE (EXPENSES)
0.00 (2.11) (2.11) Reserve Fund Projects/Community Grants (0.02) (8.43)| (8.45]
0.00 | (2.11) @2.11)] TOTAL NONOPERATING REVENUES (EXPENSES) (0.02) (8.43) (8.41)
[ 13.96 || 4.41 | 9.55 | NET INCREASE (DECREASE) IN NET POSITION I 16.28 | 4.53 | 11.75 |
[ 90.1%)[ 91.4%] 1.3%]| MEDICAL LOSS RATIO | 89.2%] 91.3%] 2.1%||
[ 4.5%)| 5.8%| 1.3%)] ADMINISTRATIVE EXPENSE RATIO [ 4.4%| 5.8%] 1.4%||
KHS5/24/2017
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH APRIL DATE
THROUGH APRIL 30, 2017 2017 2017 2017 2017 2017
PHYSICIAN SERVICES
Primary Care Physician Services 3,406,859 3,070,267 2,668,777 2,931,046 12,076,949
Referral Specialty Services 8,091,488 8,954,220 8,835,432 9,279,831 35,160,971
Urgent Care & After Hours Advise 835,481 651,650 1,642,609 1,085,290 4,215,030
Hospital Admitting Team 8,988 8,712 9,300 9,000 36,000
TOTAL PHYSICIAN SERVICES 12,342,816 12,684,849 13,156,118 13,305,167 51,488,950
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 234,491 234,963 238,174 240,308 947,936
310 - Health Services - Utilization Management - UM Alloeation * 659,425 596,974 655,378 585,083 2,496,860
311 - Health Services - Quality Improvement - UM Allocation * 101,672 94,856 112,498 102,951 411,977
312 - Health Services - Education - UM Allocation * 55,993 51,352 57,865 54,139 219,349
313 - Health Services - Pharmacy - UM Allocation * 86,242 76,174 87,191 81,001 330,608
314 - Health Homes - UM Allocation * 19,018 28,633 40,290 48,254 136,195
616 - Di Manag t - UM Allocation * 36,728 38,265 51,455 54,901 181,349
Behavior Health Treatment 300,000 131,003 334,111 249,875 1,014,989
Mental Health Services 220,889 119,474 38,619 87,739 466,721
Other Professional Services 927,583 875,268 880,636 975,044 3,658,531
TOTAL OTHER PROFESSIONAL SERVICES 2,642,041 2,246,962, 2,496,217 2,479,295 9,864,515
EMERGENCY ROOM 4,687,780 4,450,889 4,100,250 4,["2.665'1 ]7,251,584’
INPATIENT HOSPITAL 13,999,552 14,812,384 15,281,823 14,524,702 58,618,461
REINSURANCE EXPENSE PREMIUM 103,176 103,384 103,399 105,736 415,695
OUTPATIENT HOSPITAL SERVICES 5,477,940] 5,813,468| 6,116,559 5,765,474 23,173,441
OTHER MEDICAL
Ambul 321,788 349,619 341,345 346,373 1,359,125
Home Health Services & CBAS 370,547 381,556 383,407 279,863 1,415,373
Utilization and Quality Review Expenses 67,616 115,998 142,141 133,334 459,089
Long Term/SNF/Hospice 1,022,042 820,073 961,497 1,172,612 3,976,224
Enhanced Medical Benefits - = = - -
Non-Medical Transportation 315,831 340,260 386,323 441,238 1,483,652
TOTAL OTHER MEDICAL 2,097,824] 2,007,506 2,214,713 2,373,420 8,693,463
PHARMACY SERVICES
RX - Drugs & OTC 7,157,012 6,565,755 7,810,438 6,736,832 28,270,037
RX - HEP-C 561,061 672,985 971,345 944,297 3,149,688
Rx - DME 476,382 443,564 669,108 534,081 2,123,135
RX - Pharmacy Rebates (66,000) (66,000) (387,768) (66,000) (585,768)
TOTAL PHARMACY SERVICES 8,128,455 7,616,304 9,063,123 8,149,210] 32,957,092
PAY FOR PERFORMANCE QUALITY INCENTIVE 552,163 559,709 564,724 566,768| 2,243,364
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (141,866)| 111,013 (585,473) (232,581)| (848,907)
Total Medical Costs 49,889,881 | 50,406,468 52,511.453)| 51,049,856 203,857,658|
KHS5/24/2017 Page 8
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY || MARCH APRIL DATE
THROUGH APRIL 30, 2017 2017 2017 2017 2017 2017
PHYSICIAN SERVICES
Primary Care Physician Services 14.50 12.94 11.11 12.15 12.66
Referral Specialty Services 34.44 37.73 36.77 38.48 36.87
Urgent Care & After Hours Advise 3.56 2.75 6.84 4.50 4.42
Hospital Admitting Team 0.04 0.04 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 52.53 53.45 54.75 55.17 53.98
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 0.99 0.99 1.00 0.99
310 - Health Services - Utilization Management - UM Allocation * 2.81 2.52 2.73 2.43 2.62
311 - Health Services - Quality Improvement - UM Allocation * 0.43 0.40 0.47 0.43 0.43
312 - Health Services - Education - UM Allocation * 0.24 0.22 0.24 0.22 0.23
313 - Health Services - Pharmacy - UM Allocation * 0.37 0.32 0.36 0.34 0.35
314 - Health Homes - UM Allocation * 0.08 0.12 0.17 0.20 0.14
616 - Disease Management - UM Allocation * 0.16 0.16 0.21 0.23 0.19
Behavior Health Treatment 1.28 0.55 1.39 1.04 1.06
Mental Health Services 0.94 0.50 0.16 0.36 0.49
Other Professional Services 3.95 3.69 3.66 4.04 3.84
TOTAL OTHER PROFESSIONAL SERVICES 11.24 9.47 10.39 10.28 10.34
EMERGENCY ROOM 19.95 18.75 17.06 16.64 18.09
INPATIENT HOSPITAL 59.58 62.41 63.59 60.22 61.46
REINSURANCE EXPENSE PREMIUM 0.44 0.44 0.43 0.44 0.44
QUTPATIENT HOSPITAL SERVICES 23.31 24.50| 25.45 23.91 24.30
OTHER MEDICAL
Ambulance 1.37 1.47 1.42 1.44 1.42
Home Health Services & CBAS 1.58 1.61 1.60 1.16 1.48
Utilization and Quality Review Expenses 0.29 0.49 0.59 0.55 0.48
Long Term/SNF/Hospice 4.35 3.46 4.00 4.86 4.17
Enhanced Medical Benefits 0.00 0.00 0.00 0.00 0.00
Non-Medical Transportation 1.34 1.43 1.61 1.83 1.56
TOTAL OTHER MEDICAL 8.93 8.46 9.22 9.84 9,11
PHARMACY SERVICES
RX - Drugs & OTC 30.46 27.67 32.50 27.93 29.64
RX - HEP-C 2.39 2.84 4.04 3.92 3.30
Rx - DME 2.03 1.87 2,78 2.21 2.23
RX - Pharmacy Rebates (0.28) (0.28) (1.61) (0.27) (0.61)
TOTAL PHARMACY SERVICES 34.59 32.09) 37.71 33.79 34.55
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.35 2.36 2.35 2.35 2.35
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (0.60)) 0.47 (2.44) (0.96) (0.89)
Total Medical Costs 212.33 212.40] 218.52 211.67 213.74
KHS5/24/2017 Page 9
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KERN HEALTH SYSTEMS

GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF APRIL 30,2017
ASSETS APRIL 2017 MARCH 2017 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents M 1,422,347 | $ 1,419,689 2,658
Interest Receivable 880 2,658 (1,778)
Prepaid Expenses & Other Current Assets 1,666 2,500 (834)
TOTAL CURRENT ASSETS 5 1,424,893 | § 1,424,847 | $ 46
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 353,849 | $§ 353,849 | $ -
NET POSITION:
Net Position- Beg. of Year 1,070,040 1,070,040 -
Increase (Decrease) in Net Position - Current Year 1,004 958 46
Total Net Position $ 1,071,044 | $ 1,070,998 | $ 46
TOTAL LIABILITIES AND NET POSITION | § 1,424,893 | $ 1,424,847 | $ 46

KHS5/24/2017
Management Use Only Page 12
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CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET POSITION
FOR THE MONTH ENDED APRIL 30, 2017

KHS Finance Committee Meeting, June 2, 2017

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

=] - |

Members

REVENUES
- - - Premium - - -
880 = 880 Interest 3,538 - 3,538
- - - Other Investment Income 800 - 800
880 5 880 TOTAL REVENUES 4,338 - 4,338
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
[ 880 | - 880 | GROSS MARGIN | 4,338 | - 4,338 ||
Administrative
834 - (834) Management Fee Expense and Other Admin Exp 3,334 - (3,334)
834 - (834) Total Administrative Expenses 3,334 - (3,334)
[ 834 | - (834)] TOTAL EXPENSES | 3,334 | -1 (3.334)
[ 46 | - 46 | OPERATING INCOME (LOSS) Il 1,004 | - 1,004 |
[ - - -I TOTAL NONOPERATING REVENUE (EXPENSES) | - -] -
[ 46 | -1 46| NET INCREASE (DECREASE) IN NET POSITION || 1,004 | - 1,004 |
| 0% 0%|| 0% MEDICAL LOSS RATIO | 0%| 0%|| 0%|
( 95%| 0%] -95%| ADMINISTRATIVE EXPENSE RATIO | 77%l| 0%|| “17%)||
KHS5/24/2017
Management Use Only Page 13
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