KHS Board of Directors Meeting, February 8, 2018

L)

KERN HEALTH
SYSTEMS

REGULAR MEETING OF THE
BOARD OF DIRECTORS

Thursday, February 8, 2018
at

8:00 A.M.

At
Kern Health Systems
5701 Truxtun Avenue, Suite 201
Bakersfield, CA 93309

The public is invited.

For more information - please call (661) 664-5000.
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KHS Board of Directors Meeting, February 8, 2018

AGENDA

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

Regular Meeting
Thursday, February 8, 2018

8:00 A.M.

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

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

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

BOARD TO RECONVENE

Directors: Rhoades, McGlew, Deats, Hoffmann, Brar, Casas, Hinojosa, Judd,
Melendez, Patel, Patrick, Stewart

ADJOURN TO CLOSED SESSION

CLOSED SESSION

1) Request for Closed Session regarding peer review of a provider (Welfare and
Institutions Code Section 14087.38(0)) —

8:15 A.M.

BOARD TO RECONVENE

REPORT ON ACTIONS TAKEN IN CLOSED SESSION
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Agenda — Board of Directors Page 2
Kern Health Systems 2/8/2018
Regular Meeting

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 BOARD 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 BOARD CONCERNING THE
ITEM BEFORE ACTION IS TAKEN.

STAFF RECOMMENDATION SHOWN IN CAPS

PUBLIC PRESENTATIONS

This portion of the meeting is reserved for persons to address the Board on any
matter not on this agenda but under the jurisdiction of the Board. Board 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 Board at a later meeting. Also, the Board 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!

BOARD MEMBER ANNOUNCEMENTS OR REPORTS

On their own initiative, Board 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 Kern Health Systems Board of Directors regular meeting on December
14, 2017 (Fiscal Impact: None) —
APPROVE

Report on KHS investment portfolio for the fourth quarter ending December 31,
2017 (Fiscal Impact: None) —
RECEIVE AND FILE

Report on 2017 annual review of KHS Investment Policy (Fiscal Impact: None) —
RECEIVE AND FILE
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CA-7) Report on Kern Health Systems 2017 annual travel report (Fiscal Impact: None) —
RECEIVE AND FILE

CA-8) Proposed Agreement with Level 3 CenturyLink, for voice and data services for the
KHS Stockdale location from February 14, 2018 through February 13, 2019, in an
amount not to exceed $112,843.20 (Fiscal Impact: $112,843.20; Budgeted) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

9) Proposed Authorization authorizing the Chief Executive Officers to execute
subcontract agreement and corresponding novation agreement to S.C. Anderson,
Inc. in an amount not to exceed $3,100,000.00 (Fiscal Impact: $3,100,000.00;
Budgeted) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

10) Report on Kern Health Systems financial statements for November 2017 (Fiscal
Impact: None) —
RECEIVE AND FILE

11) Report on Kern Health Systems 2017 Employee Work Place Satisfaction Survey
(Fiscal Impact: None) —
RECEIVE AND FILE

12) Report on Kern Health Systems Strategic Plan 2018-2020 (Fiscal Impact: None) —
APPROVE

CA-13) Report on Kern Health Systems 2017 Department Goals and Objectives (Fiscal
Impact: None) —
RECEIVE AND FILE

CA-14) Report on Kern Health Systems Enhanced Benefits to Medi-Cal Coverage (Fiscal
Impact: $838,143) —
RECEIVE AND FILE

15) Report on Kern Health Systems Operation Performance and Review of the Kern
Health Systems Grievance report (Fiscal Impact: None) —
RECEIVE AND FILE

CA-16) 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 November 2017 (Fiscal Impact: None) —
RECEIVE AND FILE

17) Kern Health Systems Chief Medical Officer report (Fiscal Impact: None) —
RECEIVE AND FILE
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Kern Health Systems Chief Executive Officer report (Fiscal Impact: None) —
RECEIVE AND FILE

Proposed Kern Health Systems provider contracts (rates confidential per Welfare
and Institutions Code Section 14087.38(m)) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Miscellaneous Documents —
RECEIVE AND FILE

A) Minutes for KHS Finance Committee meeting on December 8, 2017

ADJOURN TO THURSDAY, APRIL 12, 2018 AT 8:00 A.M.

AMERICANS WITH DISABILITIES ACT
(Government Code Section 54953.2)

The meeting facilities at Kern Health Systems are accessible to persons with
disabilities. Disabled individuals who need special assistance to attend or participate in
a meeting of the Board of Directors 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

BOARD OF DIRECTORS

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

Regular Meeting
Thursday, December 14, 2017

8:00 A.M.

BOARD RECONVENED
Directors present: Rhoades, McGlew, Brar, Judd, Melendez, Patel, Patrick
Directors absent: Deats, Hoffmann, Casas, Hinojosa, Stewart

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

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED
WITH A"CA" WERE CONSIDERED TO BE ROUTINE AND APPROVED BY ONE MOTION.

BOARD ACTION SHOWN IN CAPS

ADJOURN TO CLOSED SESSION
Patrick

CLOSED SESSION

1) Request for Closed Session regarding peer review of a provider (Welfare and
Institutions Code Section 14087.38(0)) — SEE RESULTS BELOW

8:15 A.M.
BOARD RECONVENED AT 8:15 A.M.

REPORT ON ACTIONS TAKEN IN CLOSED SESSION —
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Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING NOVEMBER 2017
of a provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD APPROVED
ALL PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING; DIRECTOR
JUDD ABSTAINED FROM VOTING ON BELTAGUI, SHARARAH

Iltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING NOVEMBER 2017 of a
provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD APPROVED
ALL PROVIDERS RECOMMENDED FOR RECREDENTIALING; DIRECTOR JUDD
ABSTAINED FROM VOTING ON NGUYEN, TANUS

Iltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING DECEMBER 2017
of a provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD APPROVED
ALL PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING; DIRECTOR
JUDD ABSTAINED FROM VOTING ON DONALDSON, GHOLAM, LEAL

Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING DECEMBER 2017 of a
provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD APPROVED
ALL PROVIDERS RECOMMENDED FOR RECREDENTIALING; DIRECTOR
MCGLEW ABSTAINED FROM VOTING ON DAVIS, KERN VALLEY HEALTHCARE
DISTRICT; DIRECTOR JUDD ABSTAINED FROM VOTING ON KERN MEDICAL
CAMPUS PHARMACY

PUBLIC PRESENTATIONS

This portion of the meeting is reserved for persons to address the Board on any
matter not on this agenda but under the jurisdiction of the Board. Board 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 Board at a later meeting. Also, the Board 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

BOARD MEMBER ANNOUNCEMENTS OR REPORTS

On their own initiative, Board 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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Regular Meeting

Minutes for Kern Health Systems Board of Directors regular meeting on October 12,
2017 (Fiscal Impact: None) —

APPROVED

McGlew-Patel: 7 Ayes: 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Minutes for Kern Health Systems Board of Directors special meeting on November 9,
2017 (Fiscal Impact: None) —

APPROVED

McGlew-Patel: 7 Ayes: 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Report on Structural Steel Bid Award (Fiscal Impact: None) —
RECEIVED AND FILED
McGlew-Patel: 7 Ayes: 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed Authorization authorizing the Chief Executive Officer to execute subcontract
agreements with the lowest responsive and responsible bidders and corresponding
novation agreements to S C Anderson, General Contractor (Fiscal Impact:
$14,346,145) — GREGORY BYNUM, GREGORY D. BYNUM AND ASSOCIATES,
HEARD; THE FISCAL IMPACT AMOUNT WAS AMENDED TO $17,638,681
APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Patrick-McGlew: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa,
Stewart

Report on Kern Health System Investment Portfolio for the third quarter ending
September 30, 2017 (Fiscal Impact: None) —

APPROVED

McGlew-Patel: 7 Ayes: 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

NOTE: DIRECTOR JUDD ANNOUNCED THAT, DUE TO HIS CONTRACTUAL
RELATIONSHIP WITH THE COUNTY OF KERN AND HIS APPOINTMENT AS
CHIEF EXECUTIVE OFFICER OF KERN MEDICAL, HE WOULD RECUSE HIMSELF
FROM THE DISCUSSION AND VOTE ON ITEM 9 AND LEFT THE DAIS AT 9:05
A.M.

Proposed Retroactive Amendment No. 20 to Physician Services Agreement and
Amendment No. 39 to Hospital and Other Facility Services Agreement with Kern
Medical relating to services for Medi-Cal SPD enrollees pursuant to the
Intergovernmental Agreement regarding the transfer of public funds between the
County of Kern and the California Department of Health Care Services (Fiscal Impact:
None) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN

Patrick -McGlew: 6 Ayes; 1 Abstention — Judd; 5 Absent — Deats, Hoffmann,
Casas, Hinojosa, Stewart

NOTE: DIRECTOR JUDD RETURNED TO THE DAIS AT 9:07 A.M. AFTER THE
DISCUSSION AND VOTE ON ITEM 9
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Proposed Kern Health Systems 2018 Operating and Capital Budgets (Fiscal Impact:
None) —

APPROVED

Brar-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed policy with OPTUM for reinsurance to mitigate costs incurred by Kern Health
Systems for members with high dollar inpatient admissions from January 1, 2018
through December 31, 2018 in an amount not to exceed $0.47 per member per month
(Fiscal Impact: $1,371,014 estimated; Budgeted) —

APPROVED

McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Report on Kern Health Systems 2018 Marketing Plan (Fiscal Impact: None) —
RECEIVED AND FILED
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Report on Kern Health Systems Strategic Planning Meeting; Summary and Next
Steps (Fiscal Impact: None) —

RECEIVED AND FILED

McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Report on Kern Health Systems 2016 Provider Satisfaction Survey (Fiscal Impact:
None) —

RECEIVED AND FILED

McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed Budget Request for 2018 Project Consulting Professional Services, from
January 1, 2018 through December 31, 2018 (Fiscal Impact: $2,959,453; Budgeted)

APPROVED
Patel-Patrick: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed Agreement with Optum, Inc, to provide Claims Edit Platform Solution,
maintenance and support in an amount not to exceed $1,624,098; additionally include
purchase of hardware, software and professional services to support installation and
deployment $1,007,030, from December 14, 2017 through December 14, 2020 (Fiscal
Impact: $2,631,128; Budgeted) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed Amendment with ZeOmega, Inc, for the implementation of the third phase
of the Jiva Software Platform in an amount not to exceed $338,875; additionally
include professional services to support installation and function not to exceed
$2,669,086, from January 1, 2018 through December 31, 2018 (Fiscal Impact:
$3,007,961; Budgeted) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart
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NOTE — DIRECTOR JUDD LEFT THE DAIS AT 9:24, BEFORE THE DISCUSSION
OF ITEM 18 AND DID NOT RETURN

Report on Kern Health Systems financial statements for September 2017 and October
2017 (Fiscal Impact: None) —

RECEIVED AND FILED

Melendez-Patel: 6 Ayes; 6 Absent — Deats, Hoffmann, Casas, Hinojosa, Judd,
Stewart

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 September 2017 and October 2017 (Fiscal Impact: None) —

RECEIVED AND FILED

McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Kern Health Systems Chief Medical Officer report (Fiscal Impact: None) —
RECEIVED AND FILED

Patrick-Melendez: 6 Ayes; 6 Absent — Deats, Hoffmann, Casas, Hinojosa, Judd,
Stewart

Kern Health Systems Chief Executive Officer report (Fiscal Impact: None) —
RECEIVED AND FILED

Patel-McGlew: 6 Ayes; 6 Absent — Deats, Hoffmann, Casas, Hinojosa, Judd,
Stewart

Proposed Kern Health Systems provider contracts (rates confidential per Welfare and
Institutions Code Section 14087.38(m)) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed reappointment of Dilbaugh Gehlawat, M.D. and Sarabjeet Singh, M.D. to
the Kern Health Systems Pharmacy & Therapeutic Committee (Fiscal Impact: None)

APPOINTMENTS MADE
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Proposed modifications to Kern Health Systems formulary (Fiscal Impact: None) —
APPROVED
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

Miscellaneous Documents —
RECEIVED AND FILED
McGlew-Patel: 7 Ayes; 5 Absent — Deats, Hoffmann, Casas, Hinojosa, Stewart

A) Minutes for KHS Public Policy Committee meeting on January 24, 2017
B) Minutes for KHS Public Policy Committee meeting on April 25, 2017

C) Minutes for KHS Public Policy Committee meeting on July 25, 2017

D) Minutes for KHS QI/UM Committee meeting on March 2, 2017

11/254



KHS Board of Directors Meeting, February 8, 2018

12/254

Summary — Board of Directors Page 6
Kern Health Systems 12/14/2017
Regular Meeting

E) Minutes for KHS QI/UM Committee meeting on May 25, 2017
F) Minutes for KHS QI/UM Committee meeting on August 24, 2017
G) Minutes for KHS Finance Committee meeting on October 6, 2017

ADJOURN TO THURSDAY, FEBRUARY 8, 2018 AT 8:00 A.M.
BRAR

Is/ Kimberly Hoffmann, Pharm.D., BCPP
Secretary, Board of Directors
Kern Health Systems
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 8, 2018

Re:  Quarterly Review of Kern Health Systems Investment Portfolio

Background

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

e Preservation of principal

e Liquidity

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

Short-Term Portfolio (Under 1 year)

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

Long-Term Portfolio (1-5 years)

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

Requested Action

Receive and File.

13/254
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Kern Health Systems
Investment Portfolio
December 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
! d Per Appr Principal
Description Dollar Amount % of Portfalio Policy Current Yield Liquidity Fluctuation
Wells Fargo - Cash (A) (1) s 9,100,000 3.61% 50% 0.50% 1 Day None
Morgan Stanley Money Market (B) (1) $ 26,500,000 10.52% 20% 1.14% 1 Day None
Local Agency Investment Fund (LAIF) (C) (2) $ 64,700,000 25.67% 50% 1.20% 2Days None
Subject to Interest
US T-Bills at Wells Fargo (1) $ 48,500,000 19.25% 100% 1.12% 1 Day Rate Fluctuations
Subject to Interest
KHS Managed Portfolio at Wells Fargo (D) (1) $ 25,500,000 10.12% 1.27% 3 Days  Rate Fluctuations
Sub-Total $ 174,300,000 69.17% 1.14%
Long Term Port Folio ( 1 - 5 years)
Funds held in this time frame are typically for reserves and to take advantage of obtaining higher yields.
Subject to Interest
Rate and Credit
UBS Managed Portfolio (E) $ 71,200,000 28.25% 2.29% 3 Days  Fluctuations
Subject to Interest
Rate and Credit
KHS Managed Portfolio at Wells Fargo (D) $ 6,500,000 2.58% 1.38% 3 Days  Fluctuations
Sub-Total $ 77,700,000 30.83% 2.21%
Total Portfolio $ 252,000,000 100.00% 1.47%
Yield Curve
A
AA Corporate  Corporate
Yield Curve Treasuries Bonds Bonds CD's
| year 1.80% 1.80% 1.90% 1.65%
2 year 1.90% 1.95% 2.05% 2.15%
3year 2.00% 2.13% 2.20% 2.25%
5 year 2.35% 2.50% 2.70% 2.60%
(A) Secured by collateral guaranteed by the US Government or an agency thereof.
(B) $18 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 $68 Billion Pooled Money Investment Account managed by the State Treasurer of CA.
Majority of portfolio is comprised of Treasuries, CD's, Time Deposits and Commercial Paper.
(D) High quality diversified portfolio comprising certificate of deposits, commercial paper, corporate bonds and notes and municipal securities.
(E) High quality diversified portfolio comprising certificate of deposits, corporate bonds and notes, municipal securities and US Treasury Securities.
Includes investments maturing in less than 1 year that will be re-invested for over 1 year at maturity.
(1) Funds are utilized to pay providers, meet operating expenses, distribute pass-through monies waiting for additional approvals and/or support
and monies owed to the State For MCO Taxes and/or overpayments.
Extra liquidity is maintained in the event the State is late with its monthly capitation payment and/or MCO Tax Reimbursement Payments.
(2) Funds will be primarily utilized to fund various Grant Programs and 2018 capital projects, which includes building a new office building.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 8, 2018

Re: 2017 Annual Review of Kern Health Systems Investment Policy

Background

The KHS Investment Portfolio follows the Board approved Investment Policy (Attachment 1).

As part of their annual review, Senior Management is not recommending any revisions to the
Investment Policy at this time. The Investment Policy stipulates the following order of investment
objectives:

KHS utilizes three different investment organizations to invest the cash that is not needed for the
immediate needs of the agency (Attachment 2). All investments follow the Board approved
investment policy that stipulates the following order of investment objectives:

e Preservation of principal
o Liquidity
e Yield

UBS is a national brokerage firm with a Bakersfield office that administers the KHS Board approved
investment policy in a segregated account. Investments are in high quality bonds with an average
duration of approximately 2 1/2 years. For the 2017 year UBS investments earned the highest returns.

The Local Agency Investment Fund (LAIF) is a public agency that allows smaller public agencies
to pool their money and get the economies of scale that larger agencies with large portfolios receive.
The California State Treasurer operates LAIF. Because it serves many agencies with short term
liquidity needs, investments have an average six month duration.

Wells Fargo is KHS’ local bank and offers a money market fund. This is beneficial since surplus
cash can be easily moved to and from the checking accounts. Money market funds offer preservation
of principal, are highly liquid, and currently earn a very low interest rate. Additionally KHS invests
directly with the Wells Fargo Securities Fixed Income division in high quality bonds, commercial
paper and FDIC insured certificates of deposit.

Requested Action

Receive and File.
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Attachment 1

KERN HEALTH

KERN HEALTH SYSTEMS
POLICY AND PROCEDURES

'SUBJECT: Investment Policy | POLICY #: 80.11-1

DEPARTMENT: Finance

[PAC
| QI/UM COMMITTEE

‘Effective Date: | Review/Revised Date: | DMHC
2010-10 | 4/ foo // oss | DHCS

BOD

1,_., L A— ,7L\ /< Daule

Aayward
; fficer
Date
Offiger
AT Date

Date

POLICY:

This Annual Investment Policy sets forth the investment guidelines for all Operating Funds and
Board-Designated Reserve Funds of Kern Health Systems invested on and after the date of adoption.
The objective of this Annual Investment Policy is to ensure Kern Health Systems' funds are prudently
invested according to the Board of Director's objectives to preserve capital, provide necessary
liquidity and to achieve a market-average rate of return through economic cycles.

Investments may only be made as authorized by this Annual Investment Policy. The Kern Health
Systems Annual Investment Policy has been prepared in accordance with sections 53600 et seq. and
53630 et seq. of the California Government Code (the Code) as well as customary standards of
prudent juvestment management. Irrespective of these policy provisions, should the provisions of
the Code be or become more restrictive than those contained herein, such provisions will be
considered immediately incorporated into the Annual Investment Policy and adhered to.

Kern Health Systems
Policy 80.11-I Investment Policy
Revised: 04/2015
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A, Safety of Principal -- Safety of principal is the foremost objective of Kern Health Systems.
Each investment transaction shall seek to ensure that capital losses are avoided, whether from
institutional default, broker-dealer default, or erosion of market value of securities.

B. Liquidity - Liquidity is the second most important objective of .Kem Health Systems. It is
important that each portfolio contain investments for which there is a secondary market and
which offer the flexibility to be easily sold at any time with minimal zisk of loss of either the

principal or interest based upon then prevailing rates.

C. Total Return - Kern Health Systems' portfolios shall be designed to attain a market-average
rate of return through economic cycles given an acceptable level of risk.

18 OBJECTIVES )
Safety of principal is the primary objective of Kern Health Systems. Each investment transaction

shall seek to ensure that large capital losses are avoided from securities or broker-dealer default.
Kern Health Systems shall seek to ensure that capital losses are minimized from the erosion of market
value. Kern Health Systems shall seek to preserve principal by mitigating the two types of risk, credit

risk and market risk.

Credit risk, the risk of loss due to failure of the issuer of a security, shall be mitigated by investing in
only permitted investments and by diversifying the investment portfolio according to this Annual

Investment Policy.

Market risk, the risk of market value fluctuations due to overall changes in the general level of interest
rates, shall be mitigated by matching maturity dates, to the extent possible, with Kern Health Systems'
expected cash flow draws. It is explicitly recognized herein, however that, in a diversified portfolio,
occasional losses are inevitable and must be considered within the context of the overall investment

return,

IIL PRUDENCE
Kern Health Systems’ Board of Directors or persons authorized to make investment decisions on

behalf of Kern Health Systems are trustees and fiduciaries subject to the prudent investor standard.
The standard of prudence to be used by investment officials shall be the "prudent person” standard as
defined in Code Section 53600.3 and shall be applied in the context of managing an overall portfolio.
Investment officers acting in accordance with written procedures and the Annual Investment Policy
and exercising due diligence shall be relieved of personal responsibility for an individual security's
credit risk or market price changes, provided deviations from expectations are reported in a timely
fashion and appropriate action is taken to control developments.

THE PRUDENT PERSON STANDARD: When investing, reinvesting, purchasing, acquiring,
exchanging, selling, or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including but not limited to, the general economic
conditions and the anticipated needs of Kern Health Systems, that a prudent person acting in a like
capacity and familiarity with those matters would use in the conduct of funds of a like character and
with like aims, to safeguard the principal and maintain the liquidity needs of the agency.

Ketn Health Systems
Policy 80.11-I Investment Policy
Revised: 04/2015
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V.

ETHICS AND CONFLICTS OF INTEREST
Kern Health Systems’ officers and employees involved in the investment process shall refrain from

personal and professional business activities that could conflict with the proper execution of the
investment program, or which could impair their ability to make impartial investment decisions.
Kern Health Systems’ officers and employees involved in the investment process are not permitted to
have any material financial interests in financial institutions, including state or federal credit unions,
that conduct business with Kern Health Systems, and they are not permitted to have any personal
financial or investment holdings that could be materially related to the performance of Kern Health

Systems’ investments.

DELEGATION OF AUTHORITY
Authority to manage Kern Health Systems” investment program is derived from an order of the Board

of Directors. Management responsibility for the investment program is hereby delegated to Kern
Health Systems’ Chief Financial Officer. No person may engage in an investment transaction except
as provided under the terms of this Annual Investment Policy and the procedures established by the

Chief Financial Officer.

The Chief Financial Officer shall be responsible for all actions undertaken and shall establish a system
of controls to regulate the activities of subordinate officials.

A. Financial Benchmarks
Kern Health Systems’ portfolios shall be designed to attain a market-average rate of return through

economic cycles given an acceptable level of risk. The performance benchmark for each
investment portfolio will be based upon the market indices for short-term investments of
comparable risk and duration. These performance benchmarks will be agreed to by Kern Health
Systems® Chief Financial Officer and the Investment Managers and will be reviewed by the Board

of Directors quarterly.

B. Safekeeping
The investments purchased by the Investment Manager shall be held by Custodian Bank acting as

the agent of Kern Health Systems under the terms of a custody agreement in compliance with
Code Section 53608.

C. Periodic Review of the Annual Investment Policy
The Chief Financial Officer is responsible for providing the Board of Directors with a statement of.

investment policy, and the Board of Directors is responsible for adopting the Annual Investment
Policy and ensuring investments are made in compliance with this Annual Investment Policy. This
Annual Investment Policy shall be reviewed annually by the Board of Directors at a public
meeting pursuant to Section 53646 (a) of the California Government Code.

The Chief Financial Officer is responsible for directing Kern Health Systems’ investment program
and for compliance with this policy pursuant to the delegation of authority to invest funds or to sell
or exchange securities. The Chief Financial Officer shall make a quartetly report to the Board of

Directors in accordance with Code Section 53646(b).

Kern Health Systems
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D. Chief Financial Officer’s Procedures
The following procedures will be performed by the Chief Financial Officer:

1. The Operating Funds and Board-Designated Reserve Funds targeted average maturities will be
established and reviewed periodically.

2. All Investment Managers will be provided a copy of the Annual Investment Policy, which will
be appended to an Investment Manager's investment contract. Any investments made by the
Investment Manager outside the Annual Investment Policy may subject the Imvestment

Manager to termination for cause.

3. Investment diversification and portfolio performance will be reviewed monthly to ensure that
risk levels and returns are reasonable and that investments are diversified in accordance with

this policy.

4. The Chief Financial Officer will evaluate candidates for the role of Investment Manager. The
candidates will be reviewed and approved by the CEO and the Board of Directors.

E. Duties and Responsibilities of Finance Committee:
The Chief Financial Officer and staff are responsible for the day-to-day management of Kern
Health Systems’ investment portfolio and the making of specific investments. The Board of
Directors is responsible for Kern Health Systems’ Annual Investment Policy. The Finance
Committee shall not make or direct Kern Health Systems staff to make any particular investment,
purchase any particular investment product, or do business with any particular investment
companies or brokers. It shall not be the purpose of the Finance Committee to advise on
particular investment decisions of Kern Health Systems.

The duties and responsibilities of the Finance Committee shall consist of the following:

1. Annually review Kern Health Systems’ Annual Investment Policy before its consideration
by the Board of Directors and recommend revisions, as necessary, to the Finance

Committee of the Board of Directors.

2. Quarterly review Kern Health Systems® investment portfolio for conformance with Kern

Health Systems’ Annual Investment Policy diversification and maturity guidelines; and -~

make recommendations to the Finance Committee of the Board of Directors as
appropriate.

3. Provide comments to Kern Health Systems’ staff regarding potential investments and
potential investment strategies.

4. Perform such additional duties and responsibilities as may be required from time to time by
specific action and direction of the Board of Directors.

Kern Health Systems
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VI. DEFINITIONS
A Operating Funds are intended to serve as a money market account for Kern Health Systems to

meet daily operating requirements. Deposits to this fund are comprised of State warrants that
represent Kern Health Systems’ monthly capitation revenues from its State contracts.
Disbursements from this fund to Kern Health Systems’ operating cash accounts are intended to
meet operating expenses, payments to providers and other payments required in day-to-day

operations.

VII PERMITTED INVESTMENTS
Kern Health Systems’ policy is to invest only in instruments as permitted by the Code, subject to the

limitations of this Annual Investment Policy. Permitted investments are subject to a maximum stated
term of five years. The Board of Directors must grant express written authority to make an
investment or to establish an investment program of a longer term.

Maturity shall mean the stated final maturity of the security, or the unconditional put option date if the
security contains such provision. Term or tenure shall mean the remaining time to maturity when

purchased.
Permitted investments shall include:

A. U.S. Treasuries

These investments are direct obligations of the United States of America and securities which are
fully and unconditionally guaranteed as to the timely payment of principal and interest by the full
faith and credit of the United States of America.

U.S. Government securities include:

1. Treasury Bills: U.S. government Securities issued and traded at a discount.

2. Treasury Notes and Bonds: Interest bearing debt obligations of the U.S. government which
guarantees interest and principal payments.

3. Treasury STRIPS: U.S. Treasury securities that have been separated into their component
parts of principal and interest payments and recorded as such in the Federal Reserve

book-entry record-keeping system,

4. Treasury Inflation Protected (TIPs) securities: Special Treasury notes or bonds that offer
protection from inflation. Coupon payments and underlying principal are automatically
increased to compensate for inflation as measured by the consumer price index (CPI).

U. S. Treasury coupon and principal STRIPS as well as TIPs are not considered to be
derivatives for the purpose of this Annual Investment Policy and are, therefore, permitted
investments pursuant to the Annual Investment Policy.

Maximum term: Five Years

Kern Health Systems
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B. Federal Agencies and U.S. Government Sponsored Enterprises

These investments represent obligations, participations, or other instruments of, or issued by, a
federal agency or a United States government sponsored enterprise, including those issued by, or
fully guaranteed as to principal and interest by, the issuers. These are U.S. Govermment related
organizations, the largest of which are government financial intermediaries assisting specific
credit markets (housing, agriculture). Often simply referred to as "Agencies", the following are

specifically allowed:
Federal Home Loan Banks (FHLB)
Federal Home Loan Mortgage Corporation (FHLMC)
Federal National Mortgage Association (FNMA)
Federal Farm Credit Banks (FFCB)
Student Loan Marketing Association (SLMA)
Government National Mortgage Association (GNMA)
Small Business Administration (SBA)
Export-Import Bank of the United States

. U.S. Maritime Administration
10. Washington Metro Area Transit
11. U.S. Department of Housing & Urban Development
12. Tennessee Valley Authority
13. Federal Agricultural Mortgage Company (FAMC)

14. Temporary Liquidity Guarantee (TLG) Program securities
15. Temporary Corporate Credit Union Liquidity Guarantee Program (TCCULGP) securities

RO GOSN Ovmhl FntliS g,

Any Federal Agency and U.S. Government Sponsored Enterprise security not specifically
mentioned above is not a permitted investment.

C. State of California and Local Agency Obligations

Registered state warrants, treasury notes or bonds of the State of California and bonds, notes,
warrants or other evidences of indebtedness of any local agency of the State, including bonds
payable solely out of revenues from a revenue producing property owned, controlled, or operated
by the state or local agency or by a department, board, agency or authority of the State or local
agency. Such obligations must be issued by an entity whose general obligation debt is rated P-1
by Moody’s and A-1 by Standard & Poor’s or equivalent or better for short-term obligations, or A
by Moody’s or A by Standard & Poor’s or better for long-term debt. Public agency bonds issued
for private purposes (industrial development bonds) are specifically excluded as allowable

investments.

Maximum Term: Five years

D. State and Local Agency Obligations Outside of California

Registered state warrants, treasury notes or bonds of any U.S. State and bonds, notes, warrants or
other evidences of indebtedness of any local agency of the State, including bonds payable solely
out of revenues from a revenue producing property owned, controlled, or operated by the state
Such obligations must be issued by an entity whose general obligation debt is rated P-1 by

6
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Moody’s and A-1 by Standard & Poor’s or equivalent or better for short-term obligations, or A by
Moady’s or A by Standard & Poor’s or better for long-term debt. Public agency bonds issued for
private purposes (industrial development bonds) are specifically excluded as allowable
investments, Any single investment in a particular State is limited to 5% of portfolio at time of

Purchase.

Maximum Term: Five years

Maximum of 20% of the portfolio

E. Bankers Acceptances

Time drafts which a bank "accepts" as its financial responsibility as part of a trade finance process.
These short-term notes are sold at a discount, and are obligations of the drawer (the bank's trade
finance client) as well as the bank. Once accepted, the bank is irrevocably obligated to pay the
bankers acceptance (BA) upon maturity if the drawer does not. Eligible bankers acceptances:

1. Are eligible for purchase by the Federal Reserve System, and are drawn on and accepted by a
bank rated F1 or better by Fitch Ratings or are rated A-l for short-term deposits by Standard
& Poor's and P-1 for short-term deposits by Moody's, or are comparably rated by a nationally

recognized rating agency.

2. May not exceed the five percent (5%) limit of any one commercial bank and may not exceed
the five percent limit for any security of any bank.

Maximum Term: 180 days

Commercial Paper

Commercial paper (CP) is unsecured promissory notes issued by companies and government
entities at a discount, Commercial paper is negotiable (marketable or transferable), although
it is typically held to maturity. The maximum maturity is 270 days, with most CP issued for
terms of less than 30 days. Commercial paper must meet the following criteria:

1. Rated P-1 by Moody's and A-1 or better by Standard & Poor's, and

2. Have an A or higher rating for the issuer’s debt, other than commercial paper, if any, as
provided for by Moody’s and Standard & Poor’s, and

3. Issued by corporations organized and operating within the United States and having
total assets in excess of five hundred million dollars ($500,000,000), and

4, May not represent more than ten percent (10%) of the outstanding commercial paper of
the issuing corporation.

Maximum Term: 270 days

Negotiable Certificates of Deposit

Kern Health Systems
Policy 80.11-I Investment Policy
Revised: 04/2015



KHS Board of Directors Meeting, February 8, 2018

A negotiable (marketable or transferable) receipt for a time deposit at a bank or other financial
institution for a fixed time and interest rate. Negotiable Certificates of Deposit must be issued
by a nationally or state-chartered bank or state or federal association or by a state licensed
branch of a foreign bank, which have been rated F1 or beiter by Fitch Ratings, or are rated A-1
for short-term deposits by Standard & Poor's and P-1 for short-term deposits by Moody's, or
are comparably rated by a nationally recognized rating agency. Maturities greater than one
year and Jess than five years shall not exceed the FDIC Insurance maximum amount at the time

of purchase.

Maximum term: Five years

H. Repurchase Agreements

A purchase of securities under a simultaneous agreement to sell these securities back at a fixed
price on some future date.

Repurchase agreements collateralized by U. S. Treasuries, GNMAs, FNMAs or FHLLMCs with
any registered broker-dealer subject to the Securities Investors Protection Act or any
commercial banks insured by the FDIC so long as at the time of the investment such primary
dealer (or its parent) has an uninsured, unsecured and unguaranteed obligation rated P-1
short-term or A-2 long-term or better by Moody's, and A-1 short-term or A long-term or better

by Standard & Poor's, provided:

1. A broker-dealer master repurchase agreement signed by the investment manager (acting as
“Agent”) and approved by Kern Health Systems; and,

2. The securities are held free and clear of any lien by Kern Health Systems’ custodian or
an independent third party acting as agent ("Agent") for the custodian, and such third
party is (i) a Federal Reserve Bank, or (ii) a bank which is a member of the Federal
Deposit Insurance Corporation and which has combined capital, surplus and undivided
profits of not less than $50 million and the custodian shall have received written
confirmation from such third party that it holds such securities, free and clear of any
lien, as agent for Kern Health Systems’ custodian; and,

3. Aperfected first security interest under the Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et seq. or 31 C.F.R. 350.0 et seq. in such
securities is created for the benefit of Kern Health Systems’ custodian and Kern Health

Systems; and

4. The Agent provides Kern Health Systems’ custodian and Kern Health Systems with
valuation of the collateral securities no less frequently than weekly and will liquidate
the collateral securities if any deficiency in the required one hundred and two percent
(102%) collateral percentage is not restored within two business days of such

valuation.
Maximum Term: One year

Reverse repurchase agreements are not allowed.
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Corporate Debt Securities

Notes issued by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and operating within the

United States.

1. For the purpose of this Annual Investment Policy, corporate securities that are rated A
or better by both Moody’s and Standard & Poot’s, or by one of either of Moody’s or
Standard & Poor’s and with a comparable rating by a nationally recognized rating

service on longer term debt, and

2. Are issued by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and operating within
the United States and have total assets in excess of five hundred million dollars

($500,000,000), and

3 May not represent more than ten percent (10%) of the issue in the case of a specific
public offering. This limitation does not apply to debt that is "continuously offered"
in a mode similar to commercial paper, i.e. medium term notes ("MTNs"). Under no
circumstance can the MTNs or any other corporate security of any one corporate issuer

represent more than 5% of the portfolio.

Maximum Term: Five years
Money Market Funds

Shares of beneficial interest issued by diversified management companies (commonly called

money market funds):

1. Which are rated AAA (or equivalent highest ranking) by two of the three largest
nationally recognized rating services, and,

2. Such investment may not represent more than ten percent (10%) of the money market
fund's assets.

Mortgage or Asset-backed Securities

Pass-through securities are instruments by which the cash flow from the mortgages,
receivables or other assets underlying the security is passed-through as principal and interest
payments to the investor.

Though these securities may contain a third party guarantee, they are a package of assets being

sold by a trust, not a debt obligation of the sponsor. Other types of "backed" debt instruments
have assets (such as leases or consumer receivables) pledged to support the debt service.

Kern Health Systems
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Any mortgage pass-through security, collateralized mortgage obligations, mortgage-backed or
other pay-through bond, equipment lease-backed certificate, consumer receivable
pass-through certificate, or consumer receivable-backed bond which

1. Are rated AAA (Code AA) by a nationally recognized rating service, and

2. Are issued by an issuer having an A or better rating by a nationally recognized
rating service for its long-term debt.

Maximum Term: Operating Funds — Five years
I Variable and Floating Rate Securities

Variable and floating rate securities are appropriate investments when used to enhance yield
and reduce risk. They should have the same stability, liquidity and quality as traditional
money market securities. A variable rate security provides for the automatic establishment of a
new interest rate on set dates. For the purposes of this Annual Investment Policy, a Variable

Rate Security and Floating Rate Security where the rate of interest is readjusted no less
trequently than every 762 calendar days shall be deemed to have a maturity equal to the period
remaining until the next readjustment of the interest so long as the next readjustment period is

within 5 years.

Variable and floating rate securities, which are restricted to investments in permitted Federal
Agencies and U.S. Government Sponsored Enterprises securities, Corporate Securities,
Mortgage or Asset-backed Securities and Negotiable Certificates of Deposit, must utilize
traditional money market reset indices such as U. S, Treasury bills, Federal Funds, commercial
paper or LIBOR. Investments in floating rate securities whose reset is calculated using more
than one of the above indices are not permitted, i.e. dual index notes.

Maximum Term: Operating Funds — Five Years

M.  Local Agency Investment Fund (LAIF)

The Local Agency Investment Fund (LAIF) is a voluntary program created by statute (Section
16429.1 et seq.) as an investment alternative for California's local governments and special
districts managed by the State Treasurer. This program offers local agencies the opportunity to
participate in a major portfolio, which invests hundreds of millions of dollars, using the
investment expertise of the State Treasurer's Office investment staff at no additional cost to the
taxpayer. All securities are purchased under the authority of Government Code Section 16430
and 16480.4. The State Treasurer's Office takes delivery of all securities purchased on a
delivery versus payment basis using a third party custodian. All investments are purchased at
market and a market valuation is conducted monthly. The investment objective of LAIF
mirrors those of KHS’ with preservation of capital being the primary objective and liquidity
second. Any agency with funds on deposit with LAIF can withdraw those funds within 24

hours’ notice.

Maximum Term: Five Years
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VIII

POLICIES

A. Securities Lending

Investment securities shall not be lent to an Investment Manager or broker.

Leverage

The investment portfolio, or investment portfolios managed by an Investment Manager,
cannot be used as collateral to obtain additional investable funds.

Other Investments

Any investment not specifically referred to herein will be considered a prohibited

investment.

Underlying Nature of Investments

Kern Health Systems and its Investment Manager shall not make investments in organizations
which have a line of business that is visibly in conflict with the interests of public health
(which shall be defined by the Kern Health Systems Board of Directors). Furthermore, Kern
Health Systems shall not make investments in organizations with which it has a business
relationship through contracting, purchasing or other arrangements.

Kern Health Systems’ Board of Directors will provide the Investment Manager with a list of
corporations that do not comply with its Annual Investment Policy and shall immediately

notify its Investment Manager of any changes.
Investment Managers

Outside Investment Managers must certify that they will purchase securities from
broker/dealers (other than themselves) or financial institutions in compliance with Code

Section 53601.5 and this Annual Investment Policy.

Derivatives

Except as expressly permitted by this policy, investments in derivative securities are not

allowed.
Rating Category

Rating category shall mean with respect to any long-term category, all ratings designated by a
particular letter or combination of letters, without regard to any numerical modifier, plus or

minus sign or other modifier.
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H. Rating Downgrades

Kern Health Systems may from time to time be invested in a security whose rating is
downgraded below the quality criteria permitted by this investment policy.

If the rating of any security held as an investment falls below the investment guidelines, the
Investment Manager shall notify the Chief Financial Officer or designee within two (2)
business days of the downgrade. A decision to retain a downgraded security shall be
approved by the Chief Financial Officer or designee within five (5) business days of the

downgrade.

L Maximum Stated Term

Maximum stated term for permitted investments shall be determined based on the settlement
date (not the trade date) upon purchase of the security and the stated final maturity of the
security, or the unconditional put option date if the security contains such provision.

I Diversification Guidelines

Diversification limits ensure the portfolio is not unduly concentrated in the securities of one
type, industry, or entity, thereby assuring adequate portfolio liquidity should one sector or
company experience difficulties.

Kern Health Systems’ Investment Manager must review the portfolio it manages to ensure
compliance with Kern Health Systems’ diversification guidelines on an ongoing basis.

| MAXIMUM % OF PORTFOLIO AT
: “TIME OF PURCHASE

INSTRUMENTS _ A Bl ,

A. U.S. Treasuries (including U.S. Treasury 100%
Coupon and principal STRIPS as well as TIPs)

B. Federal Apgencies and U.S. Govemment 100%
Sponsored Enterprises

C. State of California and Local Agency 100%
Obligations

D. State and Local Agency Obligations Outside of 20%
California -

E. Bankers Acceptances 40%

F. Commercial Paper 25%

G. Negotiable Certificates of Deposit 30%

H. Repurchase Agreements 100%

1. Corporate Securities 30%

12
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MAXIMUM % OF PORTFOLIO AT
TIME OF PURCHASE
INSTRUMENTS
J. Money Market Funds 20%
K. Mortgage and Asset-backed Securities 20%
L. Variable and Floating Rate Securities 30%
M. Local Agency Investment Fund (LAIF) 50%

Issuer/Counterparty Diversification Guidelines — The percentages specified below shall
be adhered to on the basis of the entire portfolio:

i. Any one Federal Agency or Government Sponsored Enterprise 35%

ii. Any one repurchase agreement counterparty name

If maturity/term is < 7 days 50%

If maturity/term is > 7 days 25%

b. Issuer/Counterparty Diversification Guidelines for All Other Securities described in
Subsections A-K in VII. Permitted Investments of this Annual Investment Policy.
Any one corporation, bank, local agency, or other corporate name for one or more
series of securities, and specifically with respect to special purpose vehicles issuers
for mortgage and asset-backed securities, the maximum. applies to all such securities

backed by the same type of assets of the same issuer. 5%

Negotiable Certificates of Deposit with maturities greater than one year and less than
five years shall not exceed the FDIC Insurance maximum amount at the time of

purchase.

Each Investment Advisor shall adhere to the diversification limits discussed in this
section. If one Investment Advisor exceeds the aforementioned diversification
limits, the Investment Advisor shall inform the Kern Health Systems Chief Financial
Officer and second Investment Advisor (if any) by close of business on the day of the
occurrence. Within the parameters authorized by the Government code, the
Committee recognizes the practicalities of portfolio management, securities maturing,
and changing status, and market volatility, and, as such, will consider breaches in:

i The context of the amount in relation to the total portfolio concentration;
ii. Market and security specific conditions contributing to a breach in policy; and
fii.  Themanagers’ actions to enforce the spirit of the policy and decisions made in

the best interest of the portfolio.
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REFERENCE:

Revision 2016-01: Minor revision to correct acronym in §VIII Policies, item M.  CFO request that policy goes to Board of
Directors in February. Revision 2015-04: Item “M” Local Agency Investment Fund (LAIF) added to Section VII
Permitted Investments as approved by KHS Board of Directors at April 2015 meeting. Revision 2014-08:  Policy
revised by Controller to allow for non-California municipal investments as approved by KHS Board of Directors,
Revision 2010-11: Policy revised to conform to government code requirements. The Board of Dircctors approved

current policy on October 14, 2010.
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KERN HEALTH SYSTEMS
2017 INVESTMENT ANALYSIS

December 31, 2017 Balance
Average Monthly Balance

Tatal Dividend/Revenue (YTD)

Percentage

Attachment 2

Wells Fargo

UEs LK Securities
71,168,856 64,858,065 106,942,633
70,056,753 64,621,650 135,493,042

1,492,289 643,817 1,281,588
2.13% 1.00% 0.95%
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 8, 2018

Re: 2017 Annual Report for Travel

Background

Kern Health Systems Employee Travel and Expense Reimbursement Policy requires an annual report
(attached) to be submitted to the KHS Board of Directors.

Discussion
KHS encourages employees to attend conferences and seminars to:
1. Obtain updated information on key issues that they are concerned about.

2. Interact with other health plans that may be experiencing similar issues and problems and to solve
those issues together.

3. Have issues addressed on a specific topic by recognized experts who are up to date with the latest
developments in the field.

4. Evaluate the latest technologies that can potentially help make KHS more efficient.

5. Learn about facts and statistics that will help employees better understand the changing dynamics
in the healthcare industry.

During 2017 $109,771.09 was spent on employee travel, which was approximately $10,000 more than the
prior year. The majority of this amount relates to the increased need of the Information Technology
Department to attend vendor conferences. KHS has increased its footprint in large commercial systems
such as ZeOmega, TriZetto and Healthx. Attendance at vendor conferences provides KHS with insights
into the systems current functionality, a better understanding of the software product roadmaps, and the
ability to network with peer health plans that use the products. The Information Technology Department
will continue to leverage these conferences in order to maximize the positive impact on the operations of
the plan.

Requested Action

Receive and File; for informational purposes only.

557254



KHS Board of Directors Meeting, February 8, 2018

68°22E 1 00°%¥1 68'8LI'T = LI/1/01-L1/8/01 VO joeag uosuRuRy ED) 90UB19JT0)) [ENUTY HAV.) 130030 dunesd Ja14)[ 9T
069951 00TIT 06'6L6 00°SLY LITV/OT-L1/8/01 VO ‘joeed numy WO FaUAIRU0) [ENOTY dHV ) o030 oATOaxT JD) | ST
8L°€S6 00°8% 8L°L06 - L1/0T/0T-L1/8/01 VD ‘yoeeq wolmumy mno SR BO [EnIuy. JHYD 13040 [e1DURUL A 3| bT
98¢ [rag $9'0LT = L1/81/6-L1/L1/6 VD ‘ojusmeldeg mo DRI preog 12quardag JdH'T 1301Q 2ANMDAXY JAYD| £T
85°6TS 00TI1 8Ly = L1/9/6°L1/5/6 Vo mo Fmze 03D L0, 13030 2ANMIIXT JI )| 2T
1651 0084 1¥°LO1 - L1/9/6 \AJ mo WO 04D Weld IV 410 130940 [e1ouRUL ] JAD| 1T
00°sT = : 00°ST L1/91/8 VO PRYSIEY o Y umorg sy TUPUWSIIPUT] VASD 130030 Soneaad( JoryJ) | 0T
00°sT - - 00'ST L1/91/8 VO PIRysiaNeg LS 1OV UMOI[ Y] SWPURIEIRPUT) VSD 130530 2AINIXT JM D 61
vL'T89 05'9L 2909 - L1/11/8-L10T/01/8 VO Ploye] mno "LN 00D 100330 Funesdo) 31| 81
SEEVS 009 $8'6LY - LYSULLTET/L VO Teqdure) no BUNRAN Q4D Ueld PIEH 8007 1201 [E1PURTL] JAIYD( LT
LE199°1 SL'8ST 80’1 - L1/0€/90 - L1/LT/90 JQ uolamysep SO L10T 04D dVIV| 3300 ALNXT JA1Y) |91
€1¥6¢ 00'vrl £1°0sT - L1/#1/90 - L1/£1/90 vo S mQ 3maapy 0FD TEBId [TV 130030 9AIN23XY JaryD)| ST
L9°90% 0008 19°92T 00001 LIATS-LUETS VO Jueqmng mo S301A18G 216 e 120130 AANN29XG JA)|¥1
Jel01ABTag P [EIUSy Smaoidur] : Jeurwas £10Z JHVD)
69°150°C 00°80C 69°¢Y8'l - LIVT/S-LTTT/S X1 ‘oruojuy meg| SO SOUIJUOT) STBIP|ESH JURZIUSO)/0NZLL] 1200 SunessdQ Jaryd| €1
€6°800°'1 00TIT £57968 L1/91/50 - L1/¥1/50 VO ‘OJIoWIRIJES no BUNIIN PIeod AN DdH ]| I01 0O SADNOaXT Jr)| Tl
SLOTL 05°621 T8¢ - LY/SIS-L1V/S VO "BIeqleq wes) no ‘LN 00D 12030 FuyRIdQ JAIgI| 11
9L’6TL 0096 9L°¢E9 = LIpT/E-L1/TUE VO BSIA BIS0) no 3uyaeN 040 L10T d¥IV| 3P [EroURm ] I3 01
60°C0L 0096 60°909 - L1/cT/e-L1/0T/E VO "BSIJN BISO)) Qo U preog 3uudS L107 IV IV 130WIO 2AUNRXY JAY(6
1L°021'1 05°2L1 12°8¥%6 - LI/SV/E-LTR1/E VD ‘Adj[eA edeN no Jenuuy @p] OVd dHVD ¥ dHV'] 33030 dAUNIIXY JAIYH|
00°951 ¥ 00°95 007001 LUfT/e-L1/TE VO ueqmg| no MOLIOMO], 130030 [eromem Jag )| L
% Aepo] :Jwoueu]] [E)-IPIN-FRWWSS 107 HVD)
S6'¥95°1 00°Cl1 S6TEET 00001 L1/20/€0 - L1/LT/T VD ueqing no #40LO0WO] 13010 3A1N2IXY 3|9
7 Aepo, :3motrem § |2-Ip3N-TUNDSS 107 JHVD)
T8l $T68 LT'€69 = LVSTT-LITUT LN 931030 1§ ) TSIA NS 0TV 190130 domessdQ Jorg|s
657189 007091 65°¥TS = L1S1/TL1/eIT VO "OIUSWEIDES mo 1IN ANEISEY] £ 29 1IN AS10d DdH1 IO A[NISXY I ¥
34444 00°8% $P'99¢ = LYLVTLI/91/T VD "S9[e3Ty 07 mo U 04D ALO 130130 [e1UeTL] JA10 5] £
9T'80L 05°¢01 9L'¥09 s L1/61/1-L1/81/1 V) "03510ue1 UEg mo SunseiN 00D ULO| 13010 Sunead( Jorg [T
TTTLL 00°'8% [4a (72 = L1ST/T-L1/ETn VO 'goeag opuopay Le] 1eanay d13aenS % SUNRAN Preog JdH 33030 2AUNISXT JaIY )
INAdS STEIN SmSpoT m areg wonensI3y FERRT NOILVDOT (s0) 2135 T1LIL IDNTITINOD ALLIL JAAOTIAA
INNOWY joanQ 1o ‘(anp)
TV10L £unod joang
*(uy) Kaunon uj

SINH.LSAS
HIIVAH- NI

56 / 254



KHS Board of Directors Meeting, February 8, 2018

LUS/OTLIZOT

W 79 Joun] S[oNuo) -q..Em.. I

05'609 - 05°609 E LITS-LTIOT/S X1 ‘oluojuy’ uesg SO 23ua19ju0)) aredyafEal] Iwe=TudoD) 2107 ASojouyoa 1, woneuuoyu) [0
rmnouﬁb 20109 T JO JOII(]

LY8Y'T 00°0LE wPIe = LT/0Z/S-LT/61/S VO "oosiouer] teg no dA L] SLEOMEIH Wl USWOM Adojoutoe |, uouemLoyu |6
‘suoyeradQ [edmyos | o Jojoamg

98'606'L 05°90T 9F V0L [ 00'667 21/5/S-LTS X1 ‘ouelq SO 30UAIuUOT) JTDL) BIWZ 10T 11 1SA[eUY [BOMIO3 (8€

LY'LO9 ST68 T8IS = pavixaiesaviadra 10 ‘381039 15 o] USTA AUS DTV 12044 uoKeuLIozu] 31y (LE

€LTTS'T ooTLe €L'0ST'T E 21/6/T-L1/5/T AN 'seap sT] SO Ba1303] 51030211 JO PIEOF 03I A3ojouyoa |, moyeunioyu] |9€
‘suonerdd() [eTumd3 [ J0 01

60'8LE 00° 111 60°L9T = L/2TMT-21/9TT YD "03sloueL] Teg oo Sz OID S-UO dH 1 1901 UONEULIOJU] J3TY) | S€

ris9 00°TIT rovs - L1/2TN-21/9TT YD '03spTeL] Tes no Sun23py 01D 215-T0 dH ABojougos |, uonewwLoyuy | ¥
SRk el

*(EMD SuNumosoy (Z)[ IMEImoody
*(2) wemoo0y Jo1mag ( [) Josimdng
(1) 298euRy (1) *2[108U0)

rYEeT

Y ThL

00°00¢'1

LI/S/01-L1/2/01

VO ‘osaq wes

SUImeRL] [ELENY - PUNISS SUTUIRI] AXedq[esH Teum[N

ﬁs%;
BUB TUBUNOIOY

¥1°826°C

PIO8ITT

0070881

LI/S/0L-L1/T/01

V2 uouieon ) oqoumy |

O ‘oo wes

SUymel] [EUENY - EUMISS SUNMEL], JedIR[edH UETH][N

1[[0QUO)) JURISISSY

( 1)AIN-SH JO 1010011 SANESIUImIpY
(1) 198ewR ]\ unoRQUO) Hd (1)
SBOIAISS I3QUIAL JO J03R( *([)IH
“108eumA] 1usmdo[2A3(] pue Surmery
‘d10) (1) 16 “19Sewey swogeradQ
Zie(] ‘(7) JUBIMOT0Y JOTURS ~-SNOLIEA

OV TEL 00'8% 0789 5 LUST/TL- LIS/ VO mod eweq mo JUITMS TOISIA SARMOSXT IEZIUZ0) g0 Suneed) J215[67
1$710C SL0CT OL'I68'T - LUST/IT-LIEU/TT 00 Bauaq SO Bunsa[N 20B[dIEN % PIeod [[ed L10T VOV 1300 SABMOEXT JAMD) (8T
97768 00265 TLOLIT YS6TI LU/ETOL-LI/TT/OT V3 “olusmeIEs mo 101 212D PIsemel [ED-TPON DdH'T (DIWN-SH 30 zowanq Andaq|Lg
*(1)dHH ‘1010211 AVRISIIIpY |
(1) 308RUE\; STONE[SY J3PIA0I]
(1) S901AI3S TIqUISA JO J0YNI
“(17H “eetepy Jusmdorsasq
pue 3muresg, ‘dio) (1) 19
‘3euey suoneisdn e8] - SNOLIE
INIdS STeaN SmBpo =9 areg ToITenSER SILVA NOILYDOT (so) 2135 TLIL IDNTITINOD FTLIL JIXOTINA
INNOWY jo3nQ 10‘(anQ)
TVIOL Aunon joang
*(uy) f3unory oy

SIWHALSXS
HITVAH - NIE

57 /1254



KHS Board of Directors Meeting, February 8, 2018

LL6TE 00708 LLBTT 00°ST1 LI/HI-L11€/01 V) "Oluourenses mo EILIOJI[E) UF 5 UeYoX3 UONEWION] Hi{edH AuMLojsuer] 190130 uoHeuLoy 3319 )[ 85
76'89€°C 051zl WLTT = L1/ST/OT-L1/ET/01 NI “stjodeuerpu] SO 90UI3JUO) 18WAIN) L 10T ¥IEH| 120130 mOWELIOpu] JeIY D[ LS
1€°691°¢ 00222 1€9¥9'1 00'66Z'1 L1/92/01-L1/€T/01 VD "09510UE ] Ueg no SEOUIRWO) AFQ LT Jourmreraolg| 9s
YRIV1T 00'871 ¥8'887°1 00°5TL LI/E1/01-L1/8/0T VO "yoeag noSuymmy mo 20ua19Ju0 ) Tenuay JHVD L10T 120330 DOWETLIONT] JAN )| S
0TSPE'l 05°€01 oL'THT 1 3 LI/TT6-L1/TT/6 VD "EpIWR[Y mo SRR O] AMS-UO dH] 120130 UOHPULIOFU] G| $S
69'82E T 00'95C 69CLS T 00005 L10TI6LI/LTIG V1 STeajiQ MaN SO F0URIU0) SIS0 1124 L10Z] ST 2081Aadns BOReImsguo) 11 €<
€010'T 00'89€ SSTHY'T ® LI/1T/6-L1/91/6 V1 STe3I0 MAN SO 300a10§00 ) SI35(10) [184 L10T ASojouyoa] wonEmLION]| S

‘smone1ad() Jearmyoa 1, 10 J0pang
08°€€6°1 00°LLT 08'191°1 00°56$ LIAV/6-L17T1/6 10 “A1) e e SO L10 WS SORATETY JIEOMEsH Ta3euRly suonesadQ eeq| 1S
[ARIS . ZIsoy = LU/TE/$-LT/0E/8 v TIeqdure)| mo weld P[eSH ATWE,] BTE]) BJUES - SUNSSIN MAT Al JOIEDSIUTIPY 35EqeIE(| 05
9L°669 00'96 9L'66S L1/T£/8-L1/0€/8 VD Ti3qdwre) mo Teld EaH AT eIe]) BIIES - SUDSSN MAH N Suoneindo ereq| 6y
£0'98L°C (] €5°€60°T 00°SHS'T L1/6/5-L1/9/9 X1 ‘uysny) SO £10¢ 0dxJ % AmusT] dIHY 12013 WONEULION] J3ML) |8
00°001 - A 00°001 L1/8/9 VO PRYSIOEY u] 1dey) AS[EA [0U2) VO -TIAd| (1)SIA “s0siasadng Jageue 309[oxd Ly

‘(1) 'I19 ‘1e8euely suonerd() gjeq

{(1)SIN ‘I 228emepy 109fo1g (1) 19

‘1o3emey suoyeiadQ BIRQ - SNOLIBA
O1°€€1 - 01°€E] L1/81/S VD PlRgseed u Jwung gAg (nd[or

quawdojaAs(] ssemsng ¥ SIegy

JUSWWIAAOL) 019N (] )werdolg

JuawaA0IdW] $52001J SWASAS

swre]) (1) [endug “I01eonpy

ey 12qmaA ‘(1)1 ‘suoyenadQ)

B (] -
YELIE 00'96 Ye1LT = L1/SISLTIYIS VO "951RIQ) n0 (emidQ [2D) ST O1D *DdH'T 153euely suoyerndQ ereq| Sy
L91Ep 0096 L9°6EE > L1BTALTLTY VD 1°qdure 5 mo el P[ESH A[TWe] ere] BUeS-Wio YA[Euy ue|d 12S1S| 133ewely suonersdQ ged| vy
LLYT6T 00261 LLT8Y'L 00°0ST 1 LIAT/S-LIOT/S X1 ‘ormojry ues) SO JU0D) AXEDPI[ESH TWeZINI0) L10z| ST ‘I0siaradng uoyemIguo) 1| ev
1780€ 0096 T * L1BTALI/LTY v ‘12qdwe)) no Ueld P[ESH A[Imed BIB])) BIUES-WILIO] OUAIEUY Ue|d JOISIS| AlIsAjenry eleq |z
9% °6vT 0096 9 ESt = VAVSISTS v ‘a8ueip no (eumd 1e5) Sy 01D :DAHT 1901330) wonenLIoy] Jorg))| 14
INIdS S[eIN BuiBpoT 2y arey uonensi3ay SALVA NOILLYDOT (s0) g FLILL IDNTYIINOD A1LIL JIAOTING
INNONWYV joanQ 10 ‘(anQ)
TV1O01L £uno) jo InQ
*(ay) L&aunon up

SINA.ISAS
HIIVAH NI

58 /254



KHS Board of Directors Meeting, February 8, 2018

LS710€ 00°%9 LS8EL 00°66 L10T/T/8 VO rmumeA no 0ddV) J3n01y | Jeurmag soIseq] JaAng maN| TIBA| WeL301] SUONR[RY JOPIAOI] (€L

€TITS 00°8Z1 £T°E6€ - L1/9/9-L1/v/9 In SO (J0pua, monENOdsTeL], MIN) JTV OF USIA J33euRl SUORE[OY J9PIACLK [ZL
‘381090 1§ R AN ‘SESA SE

0S°TI¥'1 0091 05°9¢8 007055 LIT/OLI/T/9 VD "qoesg Ju0] nQ FUOD P [ENUIY SIOIAIS JEIS [EJIPON VI PpeaT Suenuspai)| 1L

PS6LS 00°8¢1 PSISY = L1/9/9-L11¥/9 In SO (10pua monepodsueI], MON) JTV O3 ISIA 1 day suone[ey JopLA0d [0L
‘081090 18 W AN ‘sedop seq

99°6¥1 9581 OT'TET = LI0T/ST/E Vv O[[UewmE) mno doysIom S0 JMqnd 1o3euBN |69

UIRI30L{ SUOLIEISY SISPIACL]
16°69Z°1 007CE 15°¢8L 00°0SY L1/TYT-L10T/T VO Sopsuy S0 o Funadopy duo1p s13sf) % AOUSPeoy £ [(T SMoeD)| PEYT [ERUSPAID |89

A P R TS T e B B A

| LUSOrZL - L0t

V0 Reumoq SuiE]) Jo owemq
9V9STT 00261 SrHorT 00005 LTOT6-LTLTG V1 SWe0 AaN SO SO0 1200 WEZIA0) L 10T SEEL Jo 1ovang Amdag)|99
e T 000vC 98051 00005 LI0T6-LULTG V1SN0 #oN 9) SoUBIRJU0)) BT WEZIH0)) L10T SR Jo 1079311 |59

TTosy 05°%6 RS E 100708 VO erqig Bes no TEURIEda WP JdH STEL 30 070G |79
75188 T 000vC 6ET 000STT TUPTSLI0TS XL omony ey SO 3UBIRFEO) SIEIIEIH OMAZALL L107 SIS JO 109RA | €9
o 000LT (gl - LIWZIS-LI0TS XL ‘omomy ey SO JI00) STEOIESH OWAZHL L10C ST J0 10393 Amdaq| 29

0EV66

v Tmog eeq|

" 10130 wonemIOp Jou |

LUST/TL - LUET
LY'6SEE 05°0vC LEYT6 00°S61°C LU/EO/TT - LI/TE/0T VM S[ess SO 2107 rarng sseq JmmaBeury sseqeje( Jostatadng (09
867658 0008 86°0SE 00°STT LUT/T-LI/TE/00 V) "OJUSMRIORS mo BILIOJI[EY) W 2UYOX] TONEULIOSU] [[edH SUMLIOySIeL] W suonesad) ®ed|6s
INIdS S[EIN SuwiSpoT ™ areg uonensiday sa1vd NOILYOOT (s0) ;g TILL IDNTITINOD FILIL FIAOTdNI
INNOWY jong 104(anQ)
TVIOL funo) jong
‘(ap) &anon oy

SINH.LSAS

HLIVAH -Naa3]

59 /254



KHS Board of Directors Meeting, February 8, 2018

<u *SIH E..ou<

B T

YTl vTLet 005E LI )
$6°881°E 0S°€0T PP 0651 00°S6€E'T L1/0E/0T-LT/LT/OT T "03eor)| SO 20U219J107) 189010 TINd J081A15dNg JeWaIETElN 10901d| §8
o1 €9 0008 91'806 00SLY LUTT/0T-L1/6/01 V) aeag Jung no 30UAIRPUO)) [ENUTY JHV. % JTLON SIN ‘Tageme] 1o9101d Pea']|¥8
) surexdolq a1e1s JHY. P SUNSSI preog DJHT
00°SL - - 00°SL L102/2/€ VO Jmeqmy no MOLOWO] 7§ AEpO] BWOURHL] 1PN -dHD) smdoaasq ssomsng| €8
PUE SNeny D J010n¢)
$8°€09 00708 S8°€TS - LUG1/T-L1/81/1 V0 "oamrexes| mo D) d 313§ -dHV )| usmdoaaaq ssomsng|zg
UE SITE] JUITILISAO!
08 00261 7T 011 - L1/9/S - LIOT/V/S VD ueqmg no mmel] dAd ¥ 3WWel] BWBIS Xig| JojempI00)) SouEnymeN| 18
00°6€ = - 00°'6€ L10Z/E VO ‘Playsiseg E 20UAPUO)) SdeM sa0jA18g ajrIodIo)) “senmoed| 08
Sm|ieAdlg S[ELWO 1 1qng JO “D0SSY BLIOJITE)| pue g 10 1010011(]|
0L6¥T 00°Z€ oL'LTT - L10Z/0T/y ¥ ‘seeduy 507 ™o Jommel], JWd % SUTIRLL, EOIIS XIS| 101EWPI00)) 20TeuWEN [6L
£T6TET SL'LTE 8510071 - LVLTT-LV/ETT VD ‘edeN mo 300213JT0D)| S20IAI3S uﬁs&oo sonIMoe|8L

:sa_-:\mm._

= <U .OOm—QE&-—NW -

250335303 PG L107 301

JSATESY SHOMPN 39PIAOLq 0TGRS

00°$29 = - 00729 LY/9/CI-L1/ETT VO “0os10TR1] TR no 95U2135U0)) [BNTUY £10T D] BURY SIONRSY JIPIACLZ[9L
WoLT 00°Z€ Trenl 00°SZ1 110T/61/6 VO "omsaz] mo 101 souEdmo)) Sj0 A Nqng SUONE]SY 19PIAGI] JO JO1ANG[SL
00°LST 002 - 00°SZ1 £102/61/6 VO "ousaly] no 101 2omEN|dwo) SYIO JNqng| 195eHE WIe301 SUoNe[3y JPIA0Ig[+L
1IN3dS STeaN Bui8poT 9 arey uorensi3ay s1Lva NOLLYDOT (s0) 21ms TLLLL IDNTITINOD F1LIL FFA0TING
INNONWY JoinQ 10 ‘(anQ)
TVIOL £uno) joang
(u) Lunon u

SINALSAS
HITVAH - NITY

60 /254



KHS Board of Directors Meeting, February 8, 2018

L10T/01/8

LU/EUTLITLT

1 LusziorLyezior |

USIA 3§ TV

FosTTIz

Wpny STE]) Rsie [enmay |

" Jonpny somEndmoy)

30U2I2JU0)) XBIH] e
wmeEold  JaqUS
ELTI0E'T 0018 €L°0TT'1 LIKTIOT-LT/ET/0T NI “sfodeueipug SO 90UBIMUO) XTEH SINAIS|L6
I3QUISY 3 SUNSYIRIAl JO J010aUL(] |
909 0008 ¥rots LU/9/6~L1/SI6 VO “ojusmeioeg mo SAIRJ0APY 212 [[eSH JO dIfRISMIBS BIWIOHITE) day snegyy onqng B I ([96
09°056 00821 0978 L1/9/9-L1%/9 1n SO (Jopusp, moyepodsues], MIN) JTV O3 USIA “1o3eme i 6
281020 1§ P AN ‘SeSop se werdolg g Jf
£9'922 95781 L0801 00°00T LIOT/EY VD 'sapauy S0 no BIWIOJI[E)) UT SIOUBAPY AIOIAUN(T 19PIACI] ¥6

I1S°€0S 0008 1SE2h b L1/8/9-LULI9 VO "OJuImEIRS no 199eadS dnosn AI0SIAPY 212D podetey SRRy Z6
Asorenay ® D) 10 10121
oy ves 0v'pES ¥ LI/1/9 v "0ds1oueL] Teg mno g 20meydmo)) JJHT SHEY |16
Ao niay p sounduio ) jo sewang
$0'805°T 00°ZI1 ¥0'126 00°'SLY LI/TT/0T-L1/3/0T v “forag uoIFununy mno 30UAIRJU0)) [ENUTY PUZE JHVD snegy 06
Aso) 3 ¥ 2ouerdwo)) 10 10103
€2'58¢€ €T0IE 00°SL LI0T/E/Y VO ueqmg no BIWOJI[2) U S30UCAPY AIORANQ JOPIACI] -dHVD) Loupuy duendmo) |68
09951 0918 00°SL LUSUY-LITIY VO meqmg mo EIWOH[E)) U SIOUBAPY AIORRR( 19PIAOI] ~dHV D), SHELY |88
iownizy p 2 40 2019301]
91'60CT STT91 16267 1 00°6YL LU/IE/-L1/8T/T ZV "3[epsnodg SO Ju0)) 2o dwo)) Jre]) PasEuE N VIOH SIELY|L8
blcﬁhu.o.ux 29 2ouendwon) JO J013N(
IN3dS SfeaN SwdpoT =9 2re] uorensiday sALva NOLLYDOT (s0)ams TLILL IDNTILINOD ALLIL IFAOTINT
INNOWV joanQ 10 ‘(anQ)
TVIOL £uno) j0 InQ
‘(up) £&unop oy

SIWHAISXAS
HITVAH - NITY

61/254



KHS Board of Directors Meeting, February 8, 2018

00°0C ™ = 00°0C L10T/SHY VO PlRYSINEG ] LN L10Z 194V WHS O3 JUESISSY $90mosay TewnH| L]
0002 - = 000C L10T/SH VD Pl q a 1 L10Z 1udV ARIHS O3 JUEISISSY SIOMOSIY UewnH| 9z |
0002 3 = 000z L10T/S VO PlRysINed o I LT0T 144V NHS D3 JeaeuRN|STI
[oA3Q % Surutes] ajesodio
0s°LT £ E 05°LT L107/9T VD Playsed u Tz qOf 353][0) PIYSINed Jos1aadng FUMINIOSY[p1
06°LT ® E 0S'LT L10T/9T/% VD 'PlaysaNed u 11zg qof 339710)) PIRYSINeg JUEISISSY S30MOSY Wewny| €71
00°0€ = E 00°0¢ LI0T/1/E VO ‘Playsioneg o JU0)) BIOUBTE] MOH % Sadepy IojegsuIuIpY |[0IAB4|TTL
00°0¢ = = 00°0¢ L10T/1/€ VO 'PIRYsINed L] JU0)) EIOURTEJ OH % SATEAY Josiatadng j[o1Aed| 121
000 % = 00°0¢ L10T/1/E V) Playseed u JUO)) EIOURTR] MOH % SIBEA, TRISISSY §20IMOSY MewnH|0T1
00°0€ = L 00°0¢ LI0T//E VO PleysIed 0 JUO ) EIOURTE] MOH % S3BEA 2] Hoddng 1o1uss YH|61T
L0'L96 00°ZZC LO'SPL = LVLT/E-L1/TTE V) "eleqieq EUES mo "L aNSPO 103990 IH S30mOsey WeUmH 10 10931(]| 811
sTIT = = <TIT L10T/1/T VO PleysIsed u 1A L10Z 92 IWNMHS D) 3131 poddng 01098 WH|L1T
STIT g = STIT L102/1/2 VO PlrysIaeg o LN L10T 994 WHHS D) JUEISISSY S30MOSIY Uemny |91 1
STIT = B STIC L10T/1/T VO Pleysieg u] LA L10T 924 IWHHS DX ESISSY SI0MOSY wewny| S 17
STIT - = ST1T L10T1/T VO PlRysIeg o LA L10T "924 WYHS D) J01enSIwpY [[0Ked|#11
sTIT - = STIT L10T/1/T VD PlegsIoNeg T LA L10Z "q3d WaHS O3 108141300 |01ARd | €11
sTIT - = STIT L10T11T VD PIRysIEg L] 1IN £10Z "9°3 INYHS O3 JOIENSIIWIPY SIJIUSY I01UdS | TT1
sTiT - = STIz L102/172 V. Playsiaeg u LN L10Z "92d WAHS DN Josiaadng Suurruoay [ 117
STIT - = TIT L10¢/1/2 V) ‘Playsiofeg u] LI L10Z 923 \RIHS DX $30MOS3Y WEwIny 10 103020011
LO'6TE - LO'6TE = LULT/-L1/92/1 V2 D ogouey no seyd ared 1|Eay paseuem pawanocd Apygnd Jgoxd| $30IMOS3Y Wewny 10 0193|601
-10]-10U ‘|2007] J0] AnOY3HI0 A dojaraq » Smuer)
[ - 1L°€ST - LVLYT-L1/9T/ Vo ) ogouey mo swe]d a1e> Qyjeay pageueul pawaAod Ajorqnd J30.d 138N [ 80T
-10J-10U ‘[2007 J0j dnosFyIo M [3asQ % Smmes] [289( ¥ Surmely slerodion
LTYT . = LTYT L10T/¥/1 VO ‘PlRUsIONeg L] ayepdn 183977 L10T :LN L10 "Uef WIHS D) 431D Boddng Jo1uag JYH|L0T
8THT 3 = 8THT L10T/bIT VD PlRysIeNed o a1epd() [€37 L10T “1IA L10T el WIHS O WESISSY S20mosay emnH (901
6THT - - 62T LI0THN VD 'PRYsINeg q 1epdp) (€597 L10T -LIN L10T "Tef WMHS O JUESISSy Saamosay wewnH (ST
674 d = 6THT L10TM4/1 ¥ ‘PlRysIeg o 31epd) (83577 L10T *LIA L10T "Wef WIHS D) 105143300 [0IAEG[#0T
6T+T + < 6T4T L10Z/4/1 VD Pleysioed q a1epd() (B3] L10T -LIN L10T "Tef WAHS O J0jRDSHIWPY SIudg JoNuag| €01
6THT ‘ = 6TYT LI0T/H/T V¥ PIRYSIEY o 33epd) 183977 L10T :1A L10T "Wef WIHS O Josiasadng Sumnioay | Z01
6T¥T = = 62T L10TN V. ‘PiRYsINeg o a1epdy) [2397 L10Z *LIN L10Z 'Uef WIHS DN $32MM0s3Y weumy Jo 10131 | 101
1IN3dS SN SuiSpo zy arey nonensiSay si1va NOLLYDOT (so0) 2 TLLL IDNTITINOD FTLIL FAXOTINT
INNOWY JonQ 10(3nQ)
TV1OL Aunod joano
*(uy) £3uno) oy

SIWA.LSAS
HIIVAH-NITY

62 /254



KHS Board of Directors Meeting, February 8, 2018

00661 = 00°661 LI/T1/QT1-LT/0T/0T VO ‘PlRESINRY up L10Z RO WAHS OX Jospaxadng Fummuoay [pS 1
00661 - 00'661 LI/TIOT-LT/0T/0T VO PlysIe| [ L10Z 0 AAHS N S30IMOS3Y WBWIM 10 101530 €5 T
000T = 0002 L1/20/80 VD PRYSIed [ LN L10T 30V INYHS ON JUEISISSY S90MMOS3Y UemnH [ZST
00°0Z = 000T L1/20/80 VO PlRusINeyg uy LN L10T 30y AR(HS O3 JUEISISSY SI0MOSSY wemny | [
000C . 0002 L1/20/30 VD ‘PlRYsINEg a LA L10Z 30 INHS DN Jostatedng Funtnisey [0S
0007 = 0002 L1720/30 VD PlRysIeq o LN L10Z 30V AAHS O3 S30.M0S3Y TEWNE 10 1010301 [ 6% 1
00°0C = 0002 L1/20/80 VO Pleuseg o L L10T 30V ARIHS DM WEISISSY SHyauag [8h1
0007 = 0002 L1/20/30 VO Pleyseg o LIN L10Z "3nY ARHS O 1BRURIN SIFOUSH | Lh1
0007 : 0002 L1/20/80 VO PlRYsINeg| E LN LI0Z 30 ARMHS OX 10)enSIUNIpY [[01Ked |91
0002 - 000T LULI9 VO ‘Ploysieg o sajepd() [e397 13§ PIA 1o3eue| sigouag |y [
0002 - 0002 LULI9 VO 'PlRguIEg q s3jepd() [e37 Jea & PIA Jostaiadng SunImoy |yl
00°0C : 0002 LULIY VO ‘PlegsIEg o sajepd() [e59T o X PI Jojensmmpy [[0XKed | €y
0007 2 0002 LULIY VO ‘PlaysIeg up sajepd() €397 oA PIN Josiasedng [101Keg [Ty 1
000C 2 00'0Z LULIY VO PlRysIed o[ sajepd() [e87 fea X PI IWEISISSY S90S CewnE [ Th1
0007 2 0002 LULY V2 PIRYSIEg o sojepd() (€597 23X PIN S30IN0S3Y WEUIH 10 103031 (T| 0¥ 1
0007 = 0002 LULI9 VO PleysIeg o sa1epdy) [e597 Jes X P 193emE N[ 6€ 1
[9A3(] ® Surmer] sierodion
000T 5 0002 LULI VO PIRYSIEg [ so1epd() [e53 Jea X PI 1331 Hoddng Jo1usg JH|[SET
00°ST 5 00°ST L10E/3 VO PlRYSIEg o T qof OF IosAzedng SUMILIOSY [LET
00°ST = 00°S1 L1/0E/8 VO PlRysIaeg o neq qor g 1UEISISS Y ¥ wemny (9F ]
0007 = 00°0Z L10T//S VO PIoySIRY o “LIN L10Z Re]N WIHS D Y131 poddng J010SS AH [SET
000T - 0002 LI0Z/E/S VO PlRYseNeq o “LIN L10Z Ae)\ NHS DN I0)RISITIWPY [101Ae [PET
0007 - 000C LI0T/E/S VO ‘PlRyEg o “LIN L10Z ReIN NMHS DX 10s1A12dng [[02R24[€E T
000T - 000C LI0T/E/S VO PIRYsIEg o "LIN 107 RelN WMHS DX IEISISSY S30MOSTY MewnH |Z¢ [
0002 - 00°0C LI0Z/E/S VO PRYSIYEG o “LIN 107 ReN NIHS O Josiazadng Suninioay [ 1€ T
00°0Z - 00°0Z L10T/SY VO PlRYsIeqg uf TN L10Z [udy INIHS O JOlensIMUpY SIausg J0MaS | 0¢ T
0007 = 000C LI0T/SIY VO PIRUSINEg o LN LT0Z B8y ARHS 0N Jostazsdng Funmnisay [6¢1
0007 = 000C LIOT/S/? VO PIRYSINEY o LIX L10Z 104y AMHS O3 318 uoddng 10/usg JH |[8TT
1IN3dS SN SmSpoT 2y areg uonens@yy SALVA NOLLYDOT (s0) 2mg TLLIL IDNTILINOD ATLIL FIAOTINA
INNOWY J0n0 104(INQ)
TVIOL fauno) jong
*(up) Qunon uy

SINH.LSAS

HIIVAH - NYIY

63 /254



KHS Board of Directors Meeting, February 8, 2018

00'or - - 00°0% LI/8/TT VO3 PleysIaed i L10T AON WWIHS O JUBISISSY $SOMOSSY WewnH | 691
00°0% - - 000 L1/8/1 VO PirysIeg o L10T AON WIHS O JTRISISSY SIaUad| 891
ST'9L8 00'40€ srLs - L1/9/01-L1/2/01 AN 'SEBOA ST SO 30UAIJUO) UBIPHA)) 1ademeN| 91
1uemdo}saag % Swurer] serodio)
90268 00'+0¢ 90°88¢ - L1/9/01-L1/T/01 AN SEGOA SE] SO 9U3I4U0,) VBIPUI3T $IUNOSIY URWNH JO JORARA (99T
98'10L 00'882 98 ey - L1/9/01-L1/2/01 AN SESoA SE] SO L10T SWy@isu] Jostassdn [[o14ed |91
00+0¢ 0040¢ - - L1/9/01-L1/Z/01 AN SEBOp SE] SO L10 S143ISU] UeIpUa) Josiadng Suniniooy|y91
¥7'889 00'40¢ YTYRE - L1/9/01-L1/2/01 AN ‘SeSeA SE] SO L10T SWBISU] UeIpLa) 103eUR SIY3USg| €91
00661 = y 00661 L1/T1/0T-L1/01/0T VO PIagsIayeg uy L102 PO INYHS O WESISSY SIyausg| 91
0002 = - 0002 L1/9/6 VO ‘PlRysIayeq u JIOM 18 SS3MI210)) [EINO4 JUEISISSY sIgausg| 191
00°0T . - 000 L1/9/6 VO Plegsiaeg bl JI0M Je SS3mDALI0)) (BI04 JUEISISSY $30MO0SSY UewmH | 091
00°0T . - 0002 L1/9/6 VO PIeysIaeg u O 8 SS3MIANI0) [EINO4 Tosyazadng Fumnioay| 651
0002 - - 000T L1/9/6 VD PleysIaeg u] JI0A) 3B SS3MIILOY) (BI04 JUBISISSY SI0MOSY wewny |||
00°661 = - 007661 LI/TT/01-L1/01/0F VO Playsiayeg u L10T 0 WYHS O 10TeuR SIyauag| L]
00661 N - 00°661 LI/11/01-L1/01/01 VO 'PIeysiaNeg vl L10T 0 WAHS O JOSBURIN|9C |
usmdojeasg] ¥ Sunner] seiodioy
00661 - - 00°661 LU/T/01-L1/01/01 ¥ Ploysseg ul L10T 190 WYHS O3 Josiasdng joaded) oc1
IN3dS S[eSN SmBpoT x9 a1eg Tonensisay si1vd NOILVDO1 (so) x1eas JIILL IDNTITINOD A1LIL JIA0TdNE
INNOWY 30 InQ 10 ‘(aInQ)
TV1OL Auno) JoInp
‘(u]) Aaunoo uy

SIWA.LSAS
HIIVAH- NI

64 /254



KHS Board of Directors Meeting, February 8, 2018

60'ILL'60T S

[e10], puesS

simo-qng

00°0T 00°0C L1/9/T1 VO PrRysiaeq u L10T 930 INIHS O BUB[9LT
(q ® 8murer sexodio)
00°0T = 00°0T L1/9/zt VO PRYsIaNeq o L10T 930 WJHS ) JURISISSY SIUag [SLT
000 000 L1/9/T1 VO PlegsINeyg uf L10T 920 WJHS I3 BIRIAl SIgauag | pL I
0002 00°0T L9/t VI PRYsBYEq q L10T 330 ANYHS JA Josparadng Funrmusey [€L1
000C 000T L1/9/21 VO Pleyuaeq o L10Z 93 WIHS O JUEISISSY SIOIMOSIY UemH (gL [
00°0¥ 00or L1/8/TL VO PrRUsLYeg uy LEOZ AON AIHS O 101enSIuIpY [[0IARd [ [L1
00°0% 00°0% LUS/ITL VO ‘PleysIYRg L L10T AON AIHS DX Jostasedng [018ed[0LT
INAdS SN SmBpoT 19 sreg uonensday saLva NOILLYDOO1 (so) s TLLL IONTIFINOD ALLIL FIAOTdNA
INNOWY JoanQ 10‘(anQ)
TVIOL &umop joano
*(ug) &3unoD uy

SIWAISXS
HITVAH - NI

65 /254






KHS Board of Directors Meeting, February 8, 2018

Proposed administrative contract over $100,000, February 12, 2018.

1. Operational Agreement with Level 3/Century Link

a. Recommended Action
Approve; Authorize Chief Executive Officer to Sign

b. Contact
Richard Pruitt, Chief Information Officer

c. Background
KHS currently maintains Internet and Phone services with Level
3/Century Link and Spectrum. Internet connectivity is utilized for a
variety of reasons to include: Claims, Processing and Payment,
Medical Referral Authorization Processing, State Reporting,
Provider Communication, Provider Web Portal, and Email
communications. KHS utilizes telephone services for its voice, fax,
800 services and long distance communication with members,
providers, and vendors.

d. Discussion
Level 3/Century Link will provide Internet and Telephone services
for KHS office located at 9700 Stockdale Highway for a one year
term.

e. Fiscal Impact
Not to exceed $112,843.20 per one year.

f. Risk Assessment

Without phone or internet services Kern Health Systems would be
unable to communicate with members, providers and vendors which

would cause an interruption with its abilities to provide services.
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g. Attachments
An Agreement at a Glance form and the quote are attached.

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

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

AGREEMENT AT A GLANCE

Department Name: IT Department Head: Richard M. Pruitt
Contract Vendor: Level 3/Century Link

Vendor contact Name & e-mail: Garrett Paquin, garrett.paquin@centurylink.com

What services will this vendor provide to KHS? Level 3/Century Link will provide Internet and Telephone
services for the KHS office located at 9700 Stockdale Highway. Bakersfield, CA 93311 for a (1) year term.

~ Deseriy

= P L NI T ="l e SO N
cription of Contract
Background: KHS currently maintains Internet and Phone services with
Level 3/Century Link and Spectrum. Internet connectivity is utilized for
a variety of reasons to include: Claims. Processing and Payment,
Medical Referral Authorization Processing, State Reporting, Provider
Communications, Provider Web Portal. and Email communications.
KHS utilizes telephone services for its voice, fax, 800 services and long
distance communication with members. providers. and vendors.

K

& n 1 |
Type of Agreement: Other

[_] Establish a new agreement

Previous Agreement No. or Amendment No.
[] Amendment Date Agreement Began
N e Brief Explanation Level 3/Century Link will provide Internet and
N/
S e @ e i Gt Telephone services for KHS office located at 9700 Stockdale Highway

for a (1) one vear term.

] Replacement

[C] Addendum
[C] Retroactive Agreement

Reason for delay in approval:
Retroactive Date

B4 Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-1, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted ($100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dollars or more if not budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00). Reguest for Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

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

Brief reason for sole source:

[J Conflict of Interest Form is required for this Contract

I:l HIPAA Business Associate Agreement is required for this Contract
| Fiscal Impact

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

Budgeted Cost Center 225
Will this require additional funds?

GL# 5540.5541,5542,5547

XINO [IYES

Maximum cost of this agreement not to exceed: $112.843.20 per year

Notes: Estimated monthly cost $9.403.60

Effective date:  2/14/18

Termination date: 2/13/19

Explain extension provisions, termination conditions and required notice:

ontract Owner:

Om==

. Purchasing:

Department Head

L/14/1¢

Date

Reviewed as to Budget:

Rt s

Chief Financial Officer or Controller

1[:&!13

Date

Compliance Review:

Chief Compliance Officer

Date

Lz

Director rocurement

V(Allg
Date &

Reco ded b xecutive Committee:

A A A
Committee Chairman

\ l"z,zﬁ‘kg

Date

Legal Review:

Legal Counsel

Date

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman

Date

Form updated 11/28/16
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Kern Health Systems

9700 Stockdale Highway, Bakersfield CA 93311
Enterprise SIP Trunking 100 Call Paths

SIP Transport 100 Mbps

Individual Telephone Numbers (1020)

Enterprise Shared Long Distance

Auto Reroute

Custom LD BOB (90,000 minutes)

NLAN 400 Mbps (premium)
NLAN Transport 1 Gbps

Internet Access 100 Mbps
Internet Transport 100 Mbps

Virtual Access Lines (Remote Call Forwarding)
Remote Call Forwarding (additional paths 4)
Enterprise Shared Long Distance

Location Total:
Taxes, Fees, Surcharges

Total:

Note: Estimated cost, taxes,fees & surcharges are estimated charges

KHS Board of Directors Meeting, February 8, 2018

Monthly Fee: Term 12 Mo

$ 1,532
$ 276
$ 168
$ 5
$ 40
$ 3,240
$ 869
$ 400
$ 1,200
$ 485
$ 12
$ 48
S 5
$ 8,280
$1,123.60
$9,403.60

Level (3)

Communications
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A. Hayward, CEO
Date: February 8, 2018

Re: Electrical Bid Award

Background:

Kern Health Systems (KHS) published a Notice Inviting Bids to the pre-qualified Electrical
Contractors. The 2" invitation to bid for these services was published on January 29, 2018 and
formal bids are due February 13, 2018.

In order to meet the KHS construction timeline and due to the time critical nature of this trade,
we are requesting for the low bidder contractor to be immediately contracted and novated to our
general contractor. This will require the Board of Directors to authorize KHS Chief Executive
Officer to execute these agreements. As an additional safeguard, the contract will be presented
to the Board of Directors at the next regularly scheduled meeting in April 2018. Should the
lowest bid amount be higher than the estimated amount outlined below, we will not proceed and
will convene a special meeting with the KHS Board of Directors to review the bid proposal.

Emily Duran and Greg Bynum will be present for discussion and to give a project update.

Requested Action:

1. Recommend KHS Board of Directors authorize CEO to execute Electrical Bid Contract
with the lowest bidder and novate agreement to General Contract: SC Anderson for an
amount not to exceed $3,100,000.

2. In discussion with the Developer, it would be prudent at this time for the Board to
authorize Robert Landis, CFO to execute time sensitive agreements during the CEO’s
absence between February 22" and March 15™, 2018.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 8, 2018

Re: November 2017 Financial Results

The November results reflect a $30,472 Net Increase in Net Position which is a $78,770 unfavorable variance
to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $ 5.4 million favorable variance primarily due to:

A) $.9 million unfavorable variance relating to Family and Other primarily due to lower than expected
enrollment ($.7 million), a lower than expected budgeted rate increase from the State effective July 1,
2017 ($.8 million) and higher than expected Maternity revenue ($.6 Million).

B) $.7 million favorable variance relating to Expansion primarily due to lower than expected enroliment
($.1 million), an a lower than expected budgeted rate decrease from the State effective July 1, 2017
($.6 million) and higher than expected HEP C revenue ($.1 million).

C) $.7 million favorable variance in Reinsurance Recoveries due to higher than expected reinsurance
amounts received.

D) $2.5 million favorable variance in COB/Subrogation due to higher than expected claim payments
where KHS is not primary.

E) $2.1 million favorable variance relating to Rate/Income Adjustment primarily due to 2016
reinsurance recoveries (.6 million) and payments relating to Expansion membership for prior years
($1.5 million) offset by items included in 2E below.
2) Total Medical Costs reflect a $5.6 million unfavorable variance primarily due to:

A) $2.3 million unfavorable variance in Physician Services primarily due to higher than expected
utilization of Referral Specialty Services.

B) $3.1 million unfavorable variance in Inpatient primarily due to higher than expected utilization for
Family and Other and SPD members.

C) $1.4 million unfavorable variance in Outpatient Hospital primarily due to higher than expected
utilization for Family and Other and SPD members.

D) $.8 million favorable variance in Pharmacy primarily due to lower than expected HEP-C utilization
E) $.4 million favorable variance in IBNR, Incentive, Paid Claims Adjustment primarily due to a
favorable prior year PAP adjustment ($1. 8 million), an unfavorable prior year IBNR adjustment (.6

million) and the accrual of expenses associated with the favorable Expansion Rate Income
Adjustment mentioned in 1E above ($.8 million).
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The November Medical Loss Ratio is 94.2% which is unfavorable to the 92.9% budgeted amount. The
November Administrative Expense Ratio is 5.7% which is favorable to the 6.0% budgeted amount.

The results for the 11 months ended November 30, 2017 reflects a Net Increase in Net Position of
$22,216,666. This is a $14,992,258 favorable variance to budget and includes approximately $10.3 million of
favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 91.9% which is favorable
to the 92.1% budgeted amount. The year-to-date Administrative Expense Ratio is 4.8% which is favorable to
the 5.8% budgeted amount.
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Kern Health Systems
Financial Packet

November 2017

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position Page 1
Statement of Revenue, Expenses, and Changes in Net Position Page 2
Statement of Revenue, Expenses, and Changes in Net Position - PMPM Page 3
Statement of Revenue, Expenses, and Changes in Net Position by Month Page 4
Statement of Revenue, Expenses, and Changes in Net Position by Month - PMPM Page 5
Schedule of Revenues Page 6
Schedule of Medical Costs Page 7
Schedule of Medical Costs - PMPM Page 8
Schedule of Medical Costs by Month Page 9
Schedule of Medical Costs by Month — PMPM Page 10
Schedule of Administrative Expenses by Department Page 11
Schedule of Administrative Expenses by Department by Month Page 12

KHS Group Health Plan — Healthy Families Line of Business

Comparative Statement of Net Position Page 13
Statement of Revenue, Expenses, and Changes in Net Position Page 14

KHS Administrative Analysis and Other Reporting

Monthly Member Count Page 15
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF NOVEMBER 30, 2017
ASSETS NOVEMBER 2017 | OCTOBER 2017 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 82,573,360 | § 95,950,874 | § (13,377,514)
Short-Term Investments 170,126,739 219,131,533 (49,004,794)
Pass-through Monies Held for Future Payment 3,898,765 3,893,144 5,621
Premiums Receivable - Net 58,652,907 - 58,652,907
Interest Receivable 376,001 193,632 182,369
Other Receivables 2,039,928 601,916 1,438,012
Prepaid Expenses & Other Current Assets 846,127 956,305 (110,178)
Total Current Assets $ 318,513,827 | $ 320,727,404 | $ (2,213,577)
[ RESTRICTED ASSETS IE 300,000 | $ 300,000 | § -
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,637,920 6,635,354 2,566
Automobile - Net 18,190 18,582 (392)
Building and Building Improvements - Net 6,685,820 6,713,676 (27,856)
Capital Projects in Process 8,759,917 8,764,712 (4,795)
Total Capital Assets $ 26,978,409 | $ 27,008,886 | $ (30,477)
LONG TERM ASSETS:
Officer Life Insurance Receivables 774,526 774,526 -
Total Long Term Assets $ 774,526 | $ 774,526 | $ -
[ DEFERRED OUTFLOWS OF RESOURCES B 4,540,339 | § 4,540,339 | § - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 351,107,101 [ § 353,351,155 [ $  (2,244,054)]
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 24212 | $ 39,997 (15,785)
Accrued Salaries and Employee Benefits 2,685,501 2,447,988 237,513
Accrued Other Operating Expenses 1,331,801 1,695,260 (363,459)
Accrued Taxes and Licenses 15,162,152 7,511,898 7,650,254
Other Medical Liabilities - Nonoperating Passthrough 3,898,765 3,893,144 5,621
DHCS Payable - Net - 2,801,774 (2,801,774)
Claims Payable (Reported) 12,457,107 19,672,499 (7,215,392)
IBNR - Inpatient Claims 31,155,081 31,456,842 (301,761)
IBNR - Physician Claims 14,756,407 12,712,786 2,043,621
IBNR - Accrued Other Medical 22,740,352 21,676,863 1,063,489
Risk Pool and Withholds Payable 2,140,535 4,673,826 (2,533,291)
Statutory Allowance for Claims Processing Expense 1,926,674 1,926,674 -
Other Liabilities 43,036,350 43,079,912 (43,562)
Total Current Liabilities $ 151,314,937 | § 153,589,463 | $ (2,274,526)
NONCURRENT LIABILITIES:
Net Pension Liability 4,519,591 4,519,591 -
TOTAL NONCURRENT LIABILITIES $ 4,519,591 | § 4,519,591 | $ -
DEFERRED INFLOWS OF RESOURCES B 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 22,216,666 22,186,194 30,472
Total Net Position $ 193,432,239 | $ 193,401,767 | § 30,472
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION || § 351,107,101 | § 353,351,155 | $ (2,244,054)

KHS1/25/2018
Management Use Only

82/254
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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 NOVEMBER 30, 2017 ACTUAL | BUDGET [ VARIANCE
ENROLLMENT
163,154 168,500 (5,346) Family Members 1,799,630 1,820,500 (20,870)
56,304 56,500 (196) Expansion Members 626,826 610,500 16,326
14,282 14,000 282 SPD Members 151,883 151,250 633
5,694 4,250 1,444 Other Members 58,064 45,375 12,689
7,858 7,250 608 Kaiser Members 84,115 78,375 5,740
247,292 250,500 (3,208) Total Members-MCAL 2,720,518 2,706,000 14,518
REVENUES

21,430,630 | 22,377,391 (946,761) Title XIX - Medicaid - Family and Other 233,630,589 | 239,680,303 | (6,049,714)

20,222,674 | 19,499,358 723,316 Title XIX - Medicaid - Expansion Members 229,629,827 | 219,696,322 9,933,505

10,859,865 | 10,856,493 3372 Title XIX - Medicaid - SPD Members 113,568,655 | 116,124,467 |  (2,555,812)
7,628,229 7,329,123 299,107 Premium - MCO Tax 83,312,982 [ 79,170,341 4,142,641

268,899 157,477 111,422 Interest /Dividends 3,015,926 1,701,087 1,314,839
781,756 107,030 674,726 Reinsurance Recoveries 906,570 1,156,155 (249,585)

5,324,912 2,871,169 2,453,743 COB/Subrogation Collections 42,598,327 | 31,013,342 | 11,584,985

2,128,785 - 2,128,785 Rate/Income Adjustments 14,889,250 - 14,889,250
(20,460) - (20,460) Other Income (Expense) (229,735) - (229,735)

68,625,290 || 63,198,041 5,427,249 TOTAL REVENUES 721,322,391 || 688,542,017 || 32,780,374

EXPENSES
Medical Costs:

14,607,980 | 12,272,546 | (2,335434) Physician Services 150,471,975 | 132,577,292 | (17,894,683)
3,065,669 2,698,507 (367,162) Other Professional Services 30,472,383 29,228,416 (1,243,967)
5,095,039 4,782,256 (312,783) Emergency Room 49,510,568 | 51,660,460 2,149,892

16,815,315 | 13,743334 | (3,071,981) Inpatient 158,698,246 | 148,471,787 | (10,226.459)

105,845 107,030 1,185 Reinsurance Expense 1,158,217 1,156,155 (2,062)

7,151,522 5,713,113 | (1,438,409) OQutpatient Hospital 66,091,508 | 61,719,129 |  (4,372,379)

1,797,103 2,561,170 764,067 Other Medical 23,863,602 | 27,738,528 3,874,926

8,669,446 9,472,801 803,355 Pharmacy 95,166,017 | 102,338,996 7,172,979
562,670 571,638 8,968 Pay for Performance Quality Incentive 6,197,547 6,174,919 (22,628)

(382,239) - 382,239 IBNR, Incentive, Paid Claims Adjustment 4,608,453 -] (4,608,453)
57,488,350 | 51,922,393 |  (5,565,957) Total Medical Costs 586,238,516 | 561,065,682 | (25,172,834)
11,136,940 | 11,275,648 (138,708) GROSS MARGIN 135,083,875 || 127,476,335 7,607,540

Administrative:

1,897,938 1,939,485 41,547 Compensation 19,756,231 | 21,332,197 1,575,966
952,528 543,320 (409,208) Purchased Services 5,047,725 6,204,107 1,156,382
160,257 147,166 (13,091) Supplies 1,145,656 1,631,796 486,140
445,572 707,313 261,741 Other Administrative Expenses 4,356,572 6,413,486 2,056,914

3,456,295 3,337,283 (119,012) Total Administrative Expenses 30,306,184 35,581,385 5,275,401

[ 60,944,645 ][ 55,259,676 |  (5,684,969)] TOTAL EXPENSES [ 616,544,700 || 596,647,268 |[ (19,897,432)|)
Il 7,680,645 7,938,365 || (257,720 OPERATING INCOME (L.OSS) BEFORE TAX [ 104,777,691 | 91,894,750 | 12,882,942 |
[ 7650073 7,329,123 (321,051)] MCO TAX I 81,817,205 | 79,170,341 | (2.646.864)
Il 30,472 | 609,242 [ (578,770)] OPERATING INCOME (LOSS) NET OF TAX [ 22,960,486 || 12,724,408 | 10,236,078 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projects/Community Grants (81,112) - (81,112)
3 (500,000) 500,000 Health Home (662,708)|  (5,500,000)] 4,837,292
5 (500,000) 500,000 | TOTAL NONOPERATING REVENUES (EXPENSES) (743,820 (5,500,000) 4,756,180
( 30,472 | 109,242 | (78,770)]  NET INCREASE (DECREASE) INNET POSITION || 22,216,666 || 7,224,408 || 14,992,258 |
( 94.2%|| 92.9%|| -1.3%|| MEDICAL LOSS RATIO I 91.9%| 92.1%| 0.2%]|
I 5.7%]| 6.0%|| 0.3%|| ADMINISTRATIVE EXPENSE RATIO I 4.8%]| 5.8%| 1.1%|
KHS1/25/2018
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL ‘ BUDGET | VARIANCE FOR THE MONTH ENDED NOVEMBER 30, 2017 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
163,154 168,500 (5,346) Family Members 1,799,630 1,820,500 (20,870)
56,304 56,500 (196) Expansion Members 626,826 610,500 16,326
14,282 14,000 282 SPD Members 151,883 151,250 633
5,694 4,250 1,444 Other Members 58,064 45,375 12,689
7,858 7,250 608 Kaiser Members 84,115 78,375 5,740
247,292 250,500 (3,208) Total Members-MCAL 2,720,518 2,706,000 14,518
REVENUES
126.92 129.54 (2.61) Title XIX - Medicaid - Family and Other 125.76 128.45 (2.69)
359.17 345.12 14.05 Title XIX - Medicaid - Expansion Members 366.34 359.86 6.47
760.39 775.46 (15.08) Title XIX - Medicaid - SPD Members 747.74 767.77 (20.03)
31.86 30.13 1.73 Premium - MCO Tax 31.60 30.13 1.47
1.12 0.65 0.48 Interest /Dividends 1.14 0.65 0.50
3.27 0.44 2.83 Reinsurance Recoveries 0.34 0.44 (0.10)
22.24 11.80 10.44 COB/Subrogation Collections 16.16 11.80 4.35
8.89 0.00 8.89 Rate/Income Adjustments 5.65 0.00 5.65
(0.09) 0.00 (0.09) Other Income (Expense) (0.09) 0.00 (0.09)
286.601 259.81 26.81 TOTAL REVENUES 273.60 262.04 11.56
EXPENSES
Medical Costs:
61.01 50.45 (10.56) Physician Services 57.07 50.46 (6.62)
12.80 11.09 (1.71) Other Professional Services 11.56 11.12 (0.43)
21.28 19.66 (1.62) Emergency Room 18.78 19.66 0.88
70.23 56.50 (13.73) Inpatient 60.19 56.50 (3.69)
0.44 0.44 (0.00) Reinsurance Expense 0.44 0.44 0.00
29.87 23.49 (6.38) Qutpatient Hospital 25.07 23.49 (1.58)
7.51 10.53 3.02 Other Medical 9.05 10.56 1.50
36.21 38.94 2.73 Pharmacy 36.10 38.95 2.85
2.35 2.35 (0.00) Pay for Performance Quality Incentive 2.35 2.35 (0.00)
(1.60) 0.00 1.60 IBNR, Incentive, Paid Claims Adjustment 1.75 0.00 (1.75)
240.10 213.45 (26.65) Total Medical Costs 222.36 213.53 (8.84)
46.51 46.35 0.16 GROSS MARGIN 51.24 48.51 2.72
Administrative:
7.93 7.97 0.05 Compensation 7.49 8.12 0.62
3.98 2.23 (1.74) Purchased Services 191 2.36 0.45
0.67 0.61 (0.06) Supplies 0.43 0.62 0.19
1.86 2.91 1.05 Other Administrative Expenses 1.65 2.44 0.79
14.44 13.72 (0.72) Total Administrative Expenses 11.50 13.54 2.05
( 254.54 | 227.17 || (27.36)] TOTAL EXPENSES Il 233.86 | 227.07 || (6.79)
(l 32.08 || 32.63 | (0.56)]] OPERATING INCOME (LOSS) BEFORE TAX I 39.74 | 34.97 | 4.77 |
( 31.95 || 30.13 || (1.82)] MCO TAX Il 31.03 || 30.13 || (0.90)]
I 0.13 | 2.50 || (2.38)] OPERATING INCOME (LOSS) NET OF TAX I 8.71 | 4.84 | 3.87 |
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants (0.03) 0.00 0.03
0.00 (2.06) (2.06) Health Home 0.24 (22.61) (22.85)
0.00 (2.06) (2.06)] TOTAL NONOPERATING REVENUES (EXPENSES) 0.21 (22.61) (22.82)
( 0.13 0.45 (0.32)]  NET INCREASE (DECREASE) IN NET POSITION | 8.43 | 2.75 | 5.68 ||
(l 94.2%| 92.9%]| -1.3%| MEDICAL LOSS RATIO I 91.9%| 92.1%|| 0.2%||
( 5.7%)|| 6.0%]| 0.3%] ADMINISTRATIVE EXPENSE RATIO I 4.8%| 5.8%| 1.1%)||
KHS1/25/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF NOVEMBER 30, 2017

ASSETS NOVEMBER 2017 OCTOBER 2017 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,440,050 | $ 1,440,050 =
Interest Receivable 2,500 1,250 1,250
Prepaid Expenses & Other Current Assets 834 1,667 (833)
TOTAL CURRENT ASSETS $ 1,443,384 | $ 1,442,967 | § 417
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 6,754 6,754 -
Other Liabilities 353,849 353,849 C
TOTAL CURRENT LIABILITIES $ 360,603 | $ 360,603 | $ -
NET POSITION:
Net Position- Beg. of Year 1,070,040 1,070,040 =
Increase (Decrease) in Net Position - Current Year 12,741 12,324 417
Total Net Position $ 1,082,781 | $ 1,082,364 | $ 417
TOTAL LIABILITIES AND NET POSITION | § 1,443,384 | $ 1,442,967 | $ 417
KHS1/25/2018
Management Use Only Page 13
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CURRENT MONTH

ACTUAL | BUDGET | VARIANCE

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

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

- -]

Members

- |

REVENUES
- - - Premium - - -
1,250 - 1,250 Interest 12,140 - 12,140
- - - Other Investment Income 800 - 800
1,250 - 1,250 TOTAL REVENUES 12,940 . 12,940
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment (8,968) - 8,968
- - - Total Medical Costs (8,968) - 8,968
Il 1,250 || - 1,250 || GROSS MARGIN I 21,908 | -1 21,908 |
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 9,167 - 9,167)
833 - (833) Total Administrative Expenses 9,167 - (9,167)
[l 833 | - (833) TOTAL EXPENSES I 199 || -] (199)]
(l 417 | - 417 | OPERATING INCOME (LOSS) I 12,741 || -l 12,741 |
(l - -0 -] TOTAL NONOPERATING REVENUE (EXPENSES) || - N -
( 417 | - 417 NET INCREASE (DECREASE) INNET POSITION | 12,741 || - 12,741 ||
[ 0%|| 0%][ 0%] MEDICAL LOSS RATIO I -69%|| 0% 69%|
I 67%|| 0% -67%] ADMINISTRATIVE EXPENSE RATIO I 71%] 0%][ -T1%)|
KHS1/25/2018

Management Use Only

Page 14
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A Hayward, CEO
Date: February 8, 2018

Re:  Employee Survey

Background

Kern Health Systems conducted its 3" Annual Employee Survey. Each year, as specified in
Kern Health Systems Employee Retention Plan, employees are surveyed to:

» Gauge satisfaction with their jobs, managers and employer
> Identify factors which influence employee retention with KHS

» Evaluate internal opportunities for enhancing employees work experience with KHS

A summary of the results (enclosed PPT presentation) will be given by Anita Martin, Director of

Human Resources.

Requested Action

Receive and File.
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KERN HEALTH
SYSTEMS

Employee Satisfaction &
Engagement Survey

2017

Anita Martin
Director of Human Resources
February 8, 2018

98 /254



KHS Board of Directors Meeting, February 8, 2018

Conducting the Survey

KERN HEALTH
SYSTEMS

EXECUTIVE SUMMARY

5 Key Reasons to Conduct Employee Satisfaction and Engagement Surveys
1.) Measure Employee Engagement
2.) Give Employees a Voice
3.) Increase Employee Engagement
4.) Direct Organizational Growth
5.) Benchmark Results

KHS will continue the process of annually surveying our employees to gauge
their level of satisfaction and commitment to the organization and report our

results to the Board of Directors.
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The Survey

* Scoring:

KERN HEALTH
SYSTEMS

16 areas represented the survey with 2 - 8 questions in each area

Responses scored on a scale of 1 to 5. The scale is as follows:
- 1 Very Dissatisfied
- 2 Dissatisfied
- 3 Neutral
- 4 Satisfied
- 5 Very Satisfied

Weighted average of all questions in that area:
above 4.0 indicate satisfied
below 4.0 mild dissatisfaction
below 3.75 moderate dissatisfaction
below 3.50 increasing dissatisfaction
below 3.0 dissatisfied

Participation: 87.9 % (328 employees responded out of 373 active
employees — does not include employees on continuous LOA)
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The Survey Responses
2015 - 2017

Q.1 Overall Satisfaction Q.2 Overall Enthusiasm to come to
work everyday

4.45 439 4.45
435
432 4.35 4.29 4.27
4.25 4.25
4.15 T 4.15 -
4.05 4.05 -
P —— ] N7 -
3.85 3.85
375 3.75
2015 2016 2017 2015 2016 2017
Q.3 Executive Team Q.4 My Departments Leadership
(confidence, planning, doesn't play favorites, (confidence, planning, direction, doesn't play
keeps their word) favorites, leads by example)
4.45 4.45
435 43 435
425 ./_‘ 4.29 4.25
4.15 .16 4.15 4.15

4.05 4.05

3.95 3.95
3.85 3.85

3.75 3.75
2015 2016 2017 2015 2016 2017
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The Survey Responses
2015 -2017 (cont.)

Q.5 My Corporate Culture Q.6 Pride
(confidence, planning, direction, doesn't play (proud to work at KHS, proud to wok in my
favorites, leads by example) department)
4.55 451
-® 45
4.45 /
435 4.42
4.25
‘/4'16._’—‘ 4.18 215
> e&7o4 s
3.95
3.85
3.75
2015 2016 2017 2015 2016 2017
Q.7 Corporate Communication Q.8 Department Communications
(KHS communications frequent enough, trust (my departments' leadership communicates
the Executives Teams communications, clearly, keeps me up to date, trust
Department communciations, Executive Team communicatinms, leadership listens.)
listens.)
4.45
435
4.25
4.15
4.03
4.05 4.05
F 3.95
3.85
3.75
2015 2016 2017 2015 2016 2017
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The Survey Responses
2015 - 2017 (cont.)

Q.9 Career Development Q.10 Your Role at KHS
(opportunities to learn and grow, OJT offered, (understand my role, how my role contributes,
communicated about my progress, encourages willingness to go above and beyond.)
development.) 4.55 45 ° 45
4.45 4.45 S o
4.35 435
4.25 4.25
4.15 4.15
4.05 4.05
3.05 T
3.85 3.85
3.75 375
2015 2016 2017 2015 2016 2017
Q.11 Recognition and Rewards Q.12 Teamwork and Collaboration
(I'am valued, KHS recognizes work well done, department leadership encourages, feel part of a
praised for my work.) team, departments work well together, employees
in my department work well together.)
4.45 4.45
4.35 435
4.25 4.25
4.15 4.15
4.05 4.05
B —— 3 .9_ o _3_93_ 3.95
3.85 o—n/"-—‘ 3.85
3.75 - 3.75
1 2 3 2015 2016 2017
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The Survey Responses
2015 -2017 (cont.)

Q.13 Immediate Supervisor Q.14 Diversity
(fair, comfort level, handles issues satisfactorily, (all employees are treated fairly, comfort level
coaches, gives encouragement.) with all employees of diverse backgrounds,
leadership ensures diversity.)
4.45 4.45 4.4
4.39
435 4.26 4.37 4.35 428 __—"
4.25 4.25
4.15 4.19 4.15
4.05 4.05
3.95 3.95 S (R VN G i ——
3.85 3.85
3.75 375
2015 2016 2017 2015 2016 2017
Q.15 Benefits Q.161 wogld recommgnd KHS to a
(a. benefits package) friend or relative?
(b. paid fairly) 4.65 4.58 61
4.55
4.55 2.48 r i /
0 4. - 4.46
4.32
435 Package 435
4.25
4.15
4.15
3.95 4.05
3.95
3.75
3.85
3.55 3.75
2015 2016 2017 2015 2016 2017
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Employee Satisfaction
and Employee Engagement

Why measure both? What'’s the difference?

* Employee satisfaction is the state of a worker enjoying their job — but
not necessarily being engaged with it. Imagine the employee who gets
to show up to work early and leave late without contributing much or
breaking a sweat.

KERN HEAL'TH
SYSTEMS

* Employee engagement is something that occurs when workers are
committed to helping their companies achieve all of their goals.
Engaged employees are motivated to show up to work every day and
do everything within their power to help their companies succeed.

Hearts, Spirits, Minds, and Hands

|euoneuwsojsuel |

uuuuuuu

Satisfaction

|euonoesuel|
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Employee Engagement
The GALLUP Q12

Gallup's employee engagement work is based on more than 30 years of in-depth behavioral economic

research involving more than 17 million employees. Through rigorous research, Gallup has identified 12 core

elements -- the Q12 -- that link powerfully to key business outcomes. These 12 statements emerged as those
KERN HEALTH ) .

that best predict employee and workgroup performance. In a nutshell: Employee Engagement provides

analytics to help leaders and organizations identify opportunities to create meaningful change.

1. Do you know what is expected of you at work?

2. Do you have the materials and equipment to do your job?

3. At work, do you have the opportunity to do what you do best every day?

4. In the last seven days, have you received recognition or praise for doing good work?
5. Does your supervisor, or someone at work , seem to care about you?

6. Is there someone at work that encourages your development?

7. At work, do your opinions seem to count?

8. Does the mission/purpose of KHS make you feel your job is important?

9. Are your associates (fellow employees) committed to doing quality work?

10. Do you have a best fried at work?

11. In the last six months, has someone at work talked to you about your progress?

12. In the last year, have you had opportunities to learn and grow?

Source: GALLUP.com and GALLUP News, August 10, 2006
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Employee Engagement
GALLUP Q12

98.16% 97.85% gg.58% 96.63%

100.00% 94.79% 93.87%
88.04%
90.00% 84.97%  g3.74%
80.06%
80.00%
70.00% — — — e — -
60.00% 56.75%
50.00%
42.64%
40.00%
— —ll — I — -
30.00%
20.00%
10.00%
0.00%
1 2 3 4 5 6 7 8 9 10 11 12
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s o S
GALLUP Benchmarks

Source: GALLUP.com and GALLUP News, August 10, 2006
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Final Survey Question:
What can KHS do to increase your satisfaction?

161 Responses (summarized)

KERN HEALTH
SYSTEMS

Repeated from 2015 and 2016
- Very happy working here
- KHSis doing a great job
- llove working at KHS

Benefits —
- Fitness Room/Gym Memberships
- Alternate work schedules
- Telecommute
- Cost-of-living adjustments in addition to merit increases

e Communication (third year in a row most received comment)
- Improve communications between departments
- Better communication from department Leadership
- Better communication on new building, new KHS initiatives and community events

* Recognition
- Recognize accomplishments
- Recognition for hard work

*  Management
- Do more departmental team building
- Hold all employees accountable for their work
- Stop playing favorites/eliminate favoritism
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2015/2016 Action Items
and Corresponding Turnover Results

Salary Survey — market rate salary adjustments and pay band adjustments
annually

Leadership Training and SLII Training

Tuition Reimbursement

Increased Paid Time Off and revised the EIB Policy

Increased break times from 10 to 15 minutes

Increased promotions from within

KHS Turnover 2010 - 2017
December 31, 2017

25.00%

19.90%

20.00%

14.40%

15.00%
1.52% 11.71%

10.60%

10.00% 8.30%

% of Turnover

5.00%

0.00%

o 5 o > > o © a
S & & & o & S S
0 - - - 0 0 0 0
YEAR
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Conclusion of the Employee Satisfaction and
Engagement Survey

At 84.5% in overall Engagement — KHS has HIGH employee engagement

KERN HEALTH
SYSTEMS

Things we are doing that we need to keep doing?

* Executive Team maintain the Open Door Policy

* Maintain an environment of Diversity

* Continue to promote from within whenever possible
* Promoting the new Tuition Reimbursement Policy

* Continue to Survey Employees Annually

Things we could improve on?

*  Communications throughout the organization
* Top down — What’s going on with KHS
* Inter-department
*  Supervisors within their departments
* Recognition — Feedback to employees on performance, praise for job well done

* Listen to employees suggestions
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Demographics of Employees

Before 1948

0.61% Silent Generation (traditionalists)

1946 - 1964 - 16.77% Baby Boomers
1984 - Later - 32.62% Millennials (Gen Y)
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In which department do you work?

Admin

uM Case Management

claims
Ql -z
Provider Relations compliance
Disease Management
FH Exec Team
Pharmacy Facilities
Finance
Health Ed
Health Homes

Member Services wR Frogram

Marketing
Admin 1.52% 3
Case Management 5.79% 19
claims 16.46% B4
compliance 1.52% B
Disease Management 2.44% B
Exec Team 0.61% 2
Facilities 183% B
Finance 2.74% E
Health Ed 2.44% B8
Health Homes Program 183% &
HR 2.35% m
[ 9.45% El
Marketing 1.52% B
Member Services 12.80% 82
Pharmacy 2.05% 10
PM 1.22% 4
Provider Relations 510% 20
a 3.35% n
umM 15.85% 52
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Next Steps

R AL 1. Report EE Satisfaction Survey results to Employees

2. HR Town Hall Meetings are on agenda
- Quarterly scheduled for March, June, September and December

3. Bring back Employee Quarterly Newsletter -
- Provide a way to communication about what is going on with KHS

to employees on regular basis

4. Increase events that promote the new KHS Wellness Initiative

5. Continue Supervisors Training — Interviewing Skills, Coaching for
Success, Difficult Conversations and Effective Performance
Evaluations
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Douglas A. Hayward, CEO

Date: February 8, 2018

Re: 2018-2020 Kern Health Systems Three Year Strategic Plan

Background

With Pacific Health Consulting Group’s assistance from Bobbie Wunsch, Partner, Kern Health Systems
undertook developing a new Strategic Plan beginning with a one day Board Retreat in November, 2017.

Prior to the Retreat, Board members and management reviewed several sources of information to gain a
greater understanding of the environment and challenges facing KHS in the upcoming three years.

Included for consideration were the following reports and surveys:

Medi-Cal Matters Moving Medi-Cal Forward on the Path to Delivery System Transformation
Medi-Cal Landscape Assessment

Medi-Cal Matters

Medi-Cal Win-Win: Surging Enrollment Fosters Investing in the Safety Net

Delivery System Transformation: Improving Care and Outcomes

Physician Participation in Medi-Cal: Is Supply Meeting Demand?

Medi-Cal Managed Care Plans and Safety Net Clinics Under the ACA

Board of Directors Questionnaire Summary used to prepare for the Strategic Planning Session
Executive Management Questionnaire Summary also used to prepare for the Strategic Planning
Session

e KHS strategic priorities and outcomes identified by the Board at the Strategic Planning Session

The overarching theme for the Retreat revolved around the changing healthcare environment and its
impact to Kern Health Systems. The Board of Directors heard presentations from the CEO on the
“Current State of Kern Health Systems” and the Senior Project Director for The California Health Care
Foundation, Chris Perrone, who spoke on “Hot Topics on the Health Care Environment”. The discussion
that followed covered a variety of areas including:

e External Environment and Competitive Market Conditions
e Internal review (strengths, weakness)
e Opportunities and Choices (including challenges to success)
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From the Retreat, five strategic priorities were developed around value-based payments, health plan
member engagement, expansion of access to services, integrated care to include Mental Health, SUD, and
other social determinants of health and provider data and information sharing. These areas, along with
other priorities deemed important by management were the focus of the 6 goals and subsequent strategies
comprising the 2018-2020 Strategic Plan. Within selected goals, certain strategies were repeated from the
2015-2017 Strategic Plan. In such instances, they either continue to be important to warrant repeating or
not completed and carried over from the previous Strategic Plan

Along with the Strategic Plan is a document summarizing the discussion and outcomes from the
11/9/2017 Board Retreat. The document is structured to show the reader where in the Strategic Plan each
item is covered.

Jeremy McGuire, Director of Government Affairs and Business Development will present the new 3 year
Strategic Plan.

Requested Action
Approval of the new 2018-2020 Three Year Strategic Plan for Kern Health Systems.



2018-2020
Kern Health Systems
Draft Strategic Plan

2/8/18
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Background

*  The Kern Health Systems Board of Directors and Staff undertook the following process to develop
KERN HEALTH the 2018-2020 Strategic Plan:
SYSTEMS

Board Questionnaire - Requested board input on strengths and weaknesses, strategic
priorities.

— Executive Team Questionnaire — Requested executive input regarding strengths and
weaknesses, opportunities and threats, and external issues.

— Board/Executive Articles — Shared reading material regarding the Medi-Cal and Healthcare
environment.

— Planning Session — Facilitated by Bobbie Wunsch, with guest speaker Chris Perrone. Session
touched on the current state of KHS, hot topics in the health care environment, and
conducted brainstorming around various scenarios.

— Internal refinement process — Staff incorporated all of the previous input into a Strategic Plan
format.

*  The draft Strategic Plan that follows is considered to be a high-level roadmap of the next 3 years for
KHS. Some initiatives are definitive while others will require additional time to fully develop and
understand. This roadmap will be used to drive specific initiatives through annual departmental
goals and objectives, projects, and the budgeting process. 2

118 /254



KHS Board of Directors Meeting, February 8, 2018

Board Retreat Summary

KERN HEALTH
SYSTEMS

KHS Board Retreat Strategic Priorities and Outcomes Goal Strategy
( where appropriate, incorporate safety net focused strategies in each priority
area)

Anticipated Results and Outcomes

1. 25 % of provider network/ medical payment involved in some form of alternative Goal 1 Strategy 1
reimbursement arrangement or value-based payments.
2. Expand Primary Care Physicians’ scope of practice through educ. and incentives Goal 1 Strategy 3
3. Reduce the number of members not accessing services by 15% Goal 3 Strategy 1
4. Refine prior authorization procedures to accelerate specialty care referral access. Goal 1 Strategy 2
) ) I — ) Goal 3 Strategy 1
5. Engage patients more in taking responsibility for their health.
6. Create new partnerships with community-based organizations to improve access to social Goal 1 Strategy 3
and behavioral health services to enhance members’ health plan experience.
7. Evaluate using incentives to encourage members to seek preventive care Goal 3 Strategy 1
8. Improved use of telehealth and other e-health approaches.
Goal 1 Strategy 2
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Strategic Plan Draft - Overview

Maintain a Financially viable organization capable of meeting its obligations to its members, providers, and
government agencies.

Assure Kern Health Relocate KHS offices to its new facility which is convenient to members and able to house all functions in one

Systems’ Long Term location.

Viability Continue to consider opportunities to expand KHS business suitable to the mission and business model.
Ensure achievement of the annual Medical Loss Ratio as determined in KHS's annual operating budget.

Optimize the use of Continue to maximize utility of the new UM, CM, DM and QI operating system to integrate medical

technology to improve
service to constituency
and increase

management responsibilities using a single platform (JIVA).
Increase data sharing between and among providers and KHS to reduce health care cost and/or enhance the
patient care experience.

administrative / Continuously identify and promote organizational efficiencies and process improvement through Business
operations economies of Process Reengineering (BPR).
scale.
Create a KHS Business Intelligence Department with clearly defined roles and responsibilities.
Develop Business Intelligence Department processes and procedures to create an effective and efficient team
Develop central business that will support KHS.
unit devoted to support Provide centralized standard operational reporting and analytics for the company.
metrics driven mgmt. at Provide Depts. with toals and training to perform routine data analysis and reporting.
all levels in KHS. Continue to develop and refine a metrics-driven performance culture within the organizations administrative

and medical disciplines to enhance operations.
Provide support for the annual Corporate Project Portfolio through Business Intelligence activities.
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Strategic Plan Draft — Goal 1

GOAL: 1 Align Compensation and Network Configuration to improve service quality and
: value in the health care delivery system
wm Strategies Key Activities Outcomes Contributors Timeline
Look to ways to compensate Define clinical activities where Value Based + Qualified clinical activities Emily, Martha, Deb, 32018
providers through value Purchasing applies list Robert, Richard
based purchasing using cost
—effective, quality driven Establish priority list of clinical services and +  Priority Ranking for 2018, 32018
Alternative Reimbursement treatment modalities for Alternative 2019
Arrangements. Reimbursement Arrangement consideration.
Custom design payment strategies unique to »  Qualified clinical activities 62013
specific care delivery systems list with desired payment
arrangements
Determine desired outcome(s) for each »  Performance criteria and 612018
outcomes measurements
Determine impact to KHS internal operations for 62018
2015 priorities
Develop provider specific proposals for 2018 «  Draft provider agreements / 712018
priorities compensation
arrangements
For 2018 priorities Initiate provider contract 719018
revisions to change or enhance compensation
arrangements
For 2018 priorities, begin monitoring to determine | *  Performance Tracking 172019
If targeted outcomes are achieved Report
Determine impact to KHS internal operations for 372019
2019 priorities
. . i 412019
Develop provider specific proposals for 2019 +  Draft provider agreements /
priorities compensation
arrangements
For 2019 priofities Initiate provider contract.
revisions to change or enhance compensation 50019
arrangements
For 2019 priorities, begin monitoring to determine | *  Performance Tracking 1012019
if targeted outcomes are achieved Report
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Strategic Plan Draft — Goal 1

Align Compensation and Network Configuration to improve service quality and

SerlE value in the health care delivery system
Strategies Key Activities Qutcomes Contributors Timeline
2. Focus on intemnal + Reorganize UM, DM and CM Depts. to more UM, D and CM Martha, Deb, Emily, 32018
departmental restructuring, effectively implement and monitor the Triple Aim Department Realignment Richard
fostering partnership, and Concept
utilization of new
technologies « Revisethe Prior Authorization list to ensure Physician practice profile
appropriate care for treatment requested report showing patterns for 32018
dx and treatment of specific
medical conditions
compared to colleagues
and evidence based
medicine standards
adjusted for medical
severity
«  Augment referral network using telehealtn Expanded Specialty Care 52018
alternatives network
«  Identify vendor platforms for Medical Necessity Select a vendor platform for 612018
Determination specialty review to Improve
clinical review protocol to
expedite patient access
7/2018

« Incorporate risk stratification methodology to
identify future risk populations for earfy
intervention to prevent or stabilize medical
condition(s) and reduce cost through early
intervention.

Prospective Care
Management Engagement
Program For Care
Management and Disease
Management programs
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Strategic Plan Draft — Goal 1

Align Compensation and Network Configuration to improve service quality and

GOAL: 1 . .
value in the health care delivery system
Strategies Key Activities Outcomes Contributors Timeline
3. Develop a provider network Review network configuration to address Update Care Gradient Alan, Emily, Martha, 6/ 2018
configuration strategy designed to Physical, Behavioral Health and Social Analysis to include BH and | Robert, Richard, Deb
achieve optimum health care Determinants impacting members’ health Social Needs
system performance around the
Triple Aim of "Right Care, Right Adjust network configuration for changing Demographic Morbidity 712018
Time, and Right Setting”. population need and/or medical complexity Impact Study using
Predictive Care Model
Using evidence based medicine as the standard, Network Augmentation B/ 2018
identify network gaps or limitations preventing Report
Triple Aim achievement.
Develop delivery system model to address needs Update KHS Care Delivery &/ 2018
at all levels using existing provider network, Model to include BH and
County Mental Health, County Human Services Social Needs providers
and Community Based Organizations where
necessary
Develop clinical algorithms for Provider Distribution of clinical 812018
education to promote consistent management of algorithms in coordination
member condition with one on one education
with identified providers
Establish provider compensation arrangements Compensation Plan with 1072018
to support structure and performance goals, budget and outcome
monitor expected outcomes measurement reports
Ensure systems in place to communicate and Modify provider 10/ 2018
coordinate patient care across the physical and agreements if necessary
mental health divide.
Determine internal and external (Provider) Operating budget Impact 10/ 2018
operational needs to support concept analysis
Determine internal and external capital Capital budget Impact 10/ 2018

requirements where necessary to support
concept

Implementation

analysis
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Strategic Plan Draft — Goal 2

GOAL: 2 Prepare for New Benefits / Programs /Coverage Populations/ Regulations
Strategies Key Activities Outcomes Contributors Timeline
1. State’s focus: to leverage + Determine the impact (depth ,scope, and List of impacted benefits, Alan, Martha, Emily, Ongoing*®

success of MCAL Managed
Care to assume broader
responsibility to cover
+  Severe and Persistent
Mental Health
patients (added to
Mild and Moderate
population)
+ Care Coordinated
Initiative for dual
eligible (Medicare and
IMedi-Cal)
+ Long Term Care
Benefits and In-Home
Support Services
+  Coordination for non-
medical services
(social determinants
contributing to poor
health)
Prepare for new or modified
benefits, expanded coverage, or
changes to the tracking and
reporting requirements as required
by government agencies (DHCS,
CMS, DMHC)

duration) of changes to benefits or population
coverage categories, or monitoring and reporting
requirements (Mega Regs) on KHS and provider
network

«  Establish a project plan for instituting new
benefits, coverage expansion, or tracking and
reporting requirements

+ Determine the impact of Managed Care Final
Rule (MCFR) fo KHS. its policy, procedures,
protocols and tracking and reporting functions.

+  Establish a project plan for adopting MCFR
requirements instituting new benefits, coverage
expansion, or tracking and reporting
requirements

+ Post implementation, audit each activity to
ensure installation and performance meets KHS
and government agencies expectations.

coverage groups and/or
requirements establishad
by government agencies

Project Plan(s) outlining
steps to create and
implement government
agency requirements

List of impacted areas,
and/or MCFR
requirementis established
by government agencies

Project Plan(s) outlining
steps to create and
implement government
agency requirements

Audit reports illustrating
effectiveness of meeting
government agency's
expectations

Richard, Jeremy, Carl

*To Be Determine (TBD) — Since this is predicated on DHCS and/or DMHC implementation timelines, actual dates for specific benefits and / or Programs will be
incorporated when information becomes available.
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GOAL: 3 Increase Member Engagement in their Health Care
Strategies Key Activities Outcomes Contributors Timeline
1. Identify ways to engage members | «  Based on member's medical need, establish Population Profile Report Alan, Nate Martha, 712018
more in their health care through what programs and measures members can cofrelating health status with | Emily, Richard
education, navigation, take to improve health outcomes. most appropriate care
coordination, promotion and intervention schemes.
access to services designed to e Gather information to determine ways to 912018
address their specific needs. €engage members more in maintaining optimum Best practices research on
health improving member
engagement
+ Develop a member engagement program with a
goal to improve access to care in ways that wil Create a performance Q12019
improve health status reporting measuring the
effectiveness of the Member
*  Develop performance standards, data tracking Engagement Program 3/2018
system and reporting structure for the member
engagement program.
+ In collaboration with providers, identify ways to Provider Survey 1272018
reduce appointment no shows, sharing health
information, establishing member
accountability, emphasizing prevention and
compliance
» leverage technology to enhance communication Report on how technology 612019
and improve service (administrative and could improve member
clinical) to members service
«  explore ways to report health metrics to Member Wellness Report 62019
members to begin tracking what works and Card
health outcomes
. Annually

Survey membership to gauge satisfaction with
member engagement program

Annual Member Survey
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Strategic Plan Draft — Goal 4

SYSTEMS GOAL: 4 Assure Kern Health Systems Long Term Viability
Strategies Key Activities Outcomes Contributors Timeline
1. Maintain a Financially viable + Annually develop an operating budget enabling | «  Operating Budget and Robert, Robin Annually
organization capable of KHS to achieve its annual goals Proforma Income Statement
meeting its obligations o its o Create actuarially sound rates for all »  Actuarial Assessment &
members, providers, and programs or health plans undertaken Medical cost analysis
government agencies. by KHS +  Administrative Services
o Ensure Administrative costs remain Budget

within the 8% so stipulated by the
Ordinance to form KHS

+ Annually develop capital budget to supportnew | «  Capital Equipment Budget Annually
programs, member growth and benefits
expansion

+  Retain sufficient reserves to protect KHS from «  Annual Reserve Analysis Annually

unexpected events to include but not limited to:
unforeseen undenwriting risks (adverse
selection), actuarially unsound rates, un-
financed or under financed required benefits,
payment delays, future growth requiring capital

investment

*  Maintain an on-going dialogue with DHCS over | »  Financial Reporting on annual Annually
reimbursement for any current or propased, or periodic reimbursement
programs, benefits, aid categories or services rate changes

KHS is required to provide by the State or
Federal govemments.

10
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Strategic Plan Draft — Goal 4

GOAL: 4 Assure Kern Health Systems Long Term Viability
Strategies Key Activities Outcomes Contributors Timeline
2. Relocate KHS offices toits new | «  |ssue Notice to Proceed with Phase |l to S.C. + Executive Phase |l to initiate | Doug / Emily 1/2018
facility which is convenient to Anderson construction.
members and able to house all
functions in one location «  Obtain Grading Permits «  Work with Developer, 22018
Architect, GG & City of
Bakersfield for permits to
begin groundwork.

« Complete Phase IIl — Notice Inviting Bids «  Finalize the remaining trade 412018
bids.

«  Novate all Contracts to S.C. Anderson +  Alltrades and CUPCCAA 512018
contacts novated to GC.

»  Commence Construction = Building Construction Q1/Q2 2018
Schedule

«  Obtain appropriate property / earthquake «  Evaluate and insure structure Q2/Q3 2018

insurance during course of construction.

+  Monitoring of Owner Controlled Insurance +  Maintain oversight and Quarterly

Program compliance of all
requirements for OCIP
overage.

«  Monitor On-Going Construction «  Maintain oversight of Quarterly
construction progress and
milestones/schedules.

+  Monitor Construction Budget +  Ensure construction stays Quarterty
within budget by continuous
monitoring of pay orders and
potential change orders.

Quarter!

« Compliance Oversight GC +  Ensure compliance of y
certified payroll and prevailing Quarterly
wage laws.

«  Coordinate Move +  Relocation Plan Q2018-Q2 2019

«  QOccupancy « Certificate of Occupancy a2 2019
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Strategic Plan Draft — Goal 4

GOAL: 4 Assure Kern Health Systems Long Term Viability
Strategies Key Activities Outcomes Contributors Timeline
3. Continue to consider = Monitor key regulatory areas of MC Waiver, | »  Quarterly updates to the
opportunities to expand KHS SUDS, APM/CP3 FQHC payment reform Board on any material Jeremy, Martha, ongoing
business suitable to the and CCI phase-in. activities. (KHS response Julie, Emily,
mission and business model. TBD)
»  Monitor Medi-Cal marketplace trends e.g.
Continuation of the two-plan model, * Quarterly updates fo the .
entrance of new commercial managed care Board on any material Ongoaing
plans and public plan option in the ACA activities. KHS response TBD
«  Continue expanding HHP model to *  3-4 new programs 208
additional qualified contracted provider's «  2-3new programs 2019
sites sufficient to meet the requirements as
determined by DHCS.
«  Continue participation in implementation of | *  KHS/KM Agreement 1= Qir. 2018
Whole Person Care N
*  Monitor internal capacity and regulatory *  Quarterly updates to the
landscape for initiating: Board on any material Onagi
o CCl (Duals) activities. (KHS response ngoing
o MH Expansion (S and P TBD)
population
o SuUD
o LTCandIHSS
2nd Qfr. 2019

Consider future Medicare SNP expansion

Feasibility Study

12
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GOAL: 4 Assure Kern Health Systems Long Term Viability
Strategies Key Activities Outcomes Contributors Timeline
4. Ensure achievement of the *  Review utilization and cost trends by aid = |dentify aberrancies (positive | Martha, Richard, Annualty
annual Medical Loss Ratio as category and medical service category over the and negative) and root cause. | Cesar, Emily, Deb,
determined in KHS's annual past 12 menths. Interal Reallocation of Bruce
operating budget resources to address inefficiency or duplication
of services in the Provider Network
»  Review applicable changes in treatment *  Analysis of applicable Annualry
modalities or best practices impacting medical advancements and
respective medical service categories. changes to best practices
+ Identify potential medical service areas for *  Medical ljgmt MLR Impact Annually
impact and determine intervention strategies(s) Plan
required to achieve desired results
= Develop reporting and monitoring system = MLR Performance Reports )
measuring achievement of Ongoing

desired results

13
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Strategic Plan Draft — Goal 5

Optimize the use of technology to improve service to constituency and

GOAL: 5 . e . . .
increase administrative / operations economies of scale.
Strategies Key Activities Outcomes Contributors Timeline
1. Continue to maximize utility of + Refine JIVA Phase 1 application Successful Deb, Victoria, 3/2018
the new UM, CM, DM and QI components to meet production and implementation measured | Richard, Emily, Alan
operating system to integrate performance requirements by meeting or exceeding | and Martha
medical management o UM Workflows Preduct configuration and
responsibilities using a single o Ops Sy;tems Platform implementation goals
platform (JIVA). Integration _
o Data Reporting and Analytics
Config|
o JIVA Training
«  Implement JIVA Phase 2 components Successful 12/2018
o CM/DMHE! Appeals implementation measured
o MCG Point of Senvice (POS) by meeting or exceeding
o JIVA Y QNXT interphase Product configuration and
implementation goal
i Successful
* m'lje;%ng:lggggﬁse 3o Integrare implementation measured 1272018
by meeting or exceeding
Product configuration and
implementation goals
+ Include prospects in annual project Annual project list
planning Annually
+  Develop project budgets along with Annual budget and project Annually
ROI and/or cost-benefit analysis list
»  Continuously monitor and control for Create Repori(s) to Ongaing

operational effectiveness

measure system
effectiveness in achieving
outcomes

14
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GOAL: 5

Optimize the use of technology to improve service to constituency and

increase administrative / operations economies of scale.
Strategies Key Activities Outcomes Contributors Timeline
2. Increase data sharing between «  Identify opportunities for sharing «  Listof applicable provider | Richard, Emily, Alan, 32019
and among providers and KHS to information (e.g. Health Homes sites or clinical service Martha, Bruce
reduce health care cost and/or Program, telehealth, EDI etc_) locations
enhance the patient care . )
experience «  Educate applicable providers about the | ®  Delermine collaborative 812019
importance of data sharing to reduce and suitable opportunities
health care costs andior enhance the
patient care experience
+ Develop approaches that KHS can =  Priority List of programs
implement with its provider network to and sites 10/2019
achieve a level of data sharing
* Analyze and evaluate products or
methods for effectivenass and «  Vendor Survey Analysis 02/2020
compatibility with the health plan and and Report
provider community
« Complete a cost benefit analysis ofthe | »  Cost/ benefit Analysis 05/2020
data sharing program and recommendation
+ Present to Board of Directors =  Board presentation 06/2020
07/2020

+  Create plan for implementation

Implementation Plan

15
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Strategic Plan Draft — Goal 5

Optimize the use of technology to improve service to constituency and

GOAL: 5 . . - . -
increase administrative / operations economies of scale.
Strategies Key Activities Outcomes Contributors Timeline
3. Continuously identify and + |dentify and analyze efficiencies and + |dentify processes Richard, Alan, Ongoing
promote organizational improvement opportunities needing improvement Robert, Martha,
efficiencies and process Jeremy
improvement through Business | ®  Perform cost analysis of efficiencies or | «  Valigation for project need Ongoing
Process Reengineering (BPR). improvement opportunity
«  Establish projects into annual project « Annual approved projects Annual
and budget planning list and budget
+ Create and execute project plans « Project plan Ongoing
«  Align these initiatives with annual *  Annual departmental Annual
deparimental goals and objectives goals and objectives
. . Ongoing

Continuously monitor and control for
operational effectiveness

Perform oversight of the
improvements and
remediate as needed

16
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Strategic Plan Draft — Goal 6

KERN HEALTH Develop business intelligence unit devoted to support metrics driven performance
SYSTEMS GOAL: 6 ati
and management at all organizational levels
Strategies Key Activities Outcomes Contributors Timeline
1. Create a KHS Business Identify personnel from multiple departments An adequately staffed Richard , Cesar 1=t Qir, 2018

Intelligence Department with
clearly defined roles and
responsibilities.

that are capable of contributing towards BI
initiatives

Collaborate with management to migrate new
Bl personnel and transition from individual
department assets to Bl

Create a dedicated cost center and budget that
is cost neutral.

Establish employee ob descriptions, standards,

roles and responsibilities, and expectations

Centralize resources in a geographical location
to locally manage.

Define employee work models and productivity
metrics.

department that has little to no
overall fiscal impact to the
2018 operating budget

Able to identify and analyze
department expenditures on a
regular basis.

Bl employees with clear
concise direction and
expectations for role

A centralized team with the
ability for management to
oversee employee productivity
and performance

17
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Strategic Plan Draft — Goal 6

Develop business intelligence unit devoted to support metrics driven performance

GOAL: 6 ..
and management at all organizational levels
Strategies Key Activities Outcomes Contributors Timeline
2. Develop Business Intelligence | «  Create a business analytic intake process that Reduce operational silos and
Department processes and identifies needs, problems, actions, and proactively manage and Richard, Cesar 1=t Qtr., 2018
procedures to create an outcomes. improve overall operations
effective and efficient team that
will support KHS
«  Establish new data analytics procedure that Outcome and Benefit 20 Qtr,2018

optimizes full potential outcome and outline
benefits.

»  Create process analytics procedure that can
identify areas of opportunity for process
improvement or continuous improvement.

+  Implement corporate KPI Census reporting
process that communicates the measure and
performance of established KPIs

e  Establish Audit/QA process to ensure that the
department produces quality work products.

»  Establish regular monitoring of department
processes/KPI/Data Governance to identify
anomalies, unacceptable variance, or issues.

*  Provide business visibility of services
contributed by Bl efforts

* Manage Inventory Process
« Create Corporate Policies to support the new

Business Intelligence processes and
procedures

Measures, track impact or
effectiveness of a
process/program

Effort Measures, assess
efforts to implement a
process/program

Advanced Analytics that
provides insights as to why is
this happening, using
scenaro modeling

Quality Reports.

Dept. Dashboards

Inventory Request / Progress
Report

Inventory Request / Progress
Report

New Corporate Policies
memorializing Bl role

2nd Qtr_ 2018

3¢ Qir., 2018

4% Qtr., 2018

4n Qir, 2018

4% Qtr., 2018

40 Qfr, 2013

49 Qtr., 2018
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Strategic Plan Draft — Goal 5

KERN HEALTH ST Develop business intelligence unit devoted to support metrics driven performance
. and management at all organizational levels
Strategies Key Activities Outcomes Contributors Timeline
3. Provide centralized standard + Provide Dept.'s data analysis and routine or +  Maintain current internal and | Richard, Cesar Ongoing
operational reporting and adhoc reporting support. departmental support

analytics for the company.

4. Provide Depts. with tools and +  Empowering Depts. with the ability to perform +  Dept. level Analytics 12/2018
training to perform routine data self-service reporting capabilities and basic Education and Training
analysis and reporting analytics for routine or simple analysis program.
= Create quality control protocol to monitor dept +  QAreporting system 203
reports for consistency and accuracy
«  Evaluate Depts. data and information + BI/Dept Data and Analytics Annually
requirements Evaluation Report

19
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Strategic Plan Draft — Goal 5

KERN HEALTH oo Develop business intelligence unit devoted to support metrics driven performance
and management at all organizational levels
Strategies Key Activities QOutcomes Contributors Timeline
9. Continue to develop and refine | «  Analyze and establish metric oriented baselines | +  Organizational metrics and Alan, Richard, Annually
a metrics-driven perlormance for measurement: measurements Martha, Robert
culture within the organizations EI’TIiIY, Deb
administrative and medical o Finance 2018
disciplines to enhance o Health Services « Internal and extenal 2013
operations o Physician Peer Profiles dashboards and reporting 2018
o HHP 2018
o Pharmacy 2018
o KHS/Statewide (DHCS) Benchmarks 2018
+  Trend monitoring for
+  Creale presentation model(s) to ensure remediation opportunities
transparent and fluid communication with Ongoing
endpoint *  Expand board-level
dashboard to include new .
Continuously monitor and affirm metrics and measurements Ongoing

performance for operational/medical effectiveness

20
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Strategic Plan Draft — Goal 5

KERN HEALTH Develop business intelligence unit devoted to support metrics driven performance
SYSTEMS GOAL: 6 oot
and management at all organizational levels
Strategies Key Activities Outcomes Contributors Timeline
6 Provide support for the annual | «  Verify and Validate Return on Investment (ROI) | » 2017 Project ROl & Metric Richard, Cesar Ongoing
Corporate Project Portfolio Project Calculation prior to Project Execution Realization Jeremy
through Business Intelligence Phase
activities.
= Identify and create 2018 Project metrics « Annual Project Management Jeremy Ongoing
Dashboard

*  Measure Factors that are critical to the success | »  Timely monitoring of Project
of each Project Management activities and Jeremy Ongoing
performance to metrics

21
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Next Steps

KERN HEALTH
SYSTEMS

e Requesting Board approval.

e Staff will continue to provide quarterly Board updates which will provide insight on specific
undertakings.

¢ KHS acknowledges the unpredictable nature of this industry and thus views the Strategic Plan as a
roadmap for the future. As more clarity is obtained staff will update the plan and provide visibility
to the Board.

¢  This Strategic Plan will drive annual departmental goals and objectives, project planning, and the
budgeting process.

22
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Douglas Hayward, CEO

Date: February 8, 2018

Re: Update on KHS 2017 Goals and Objectives

Background

At the close of each calendar year Management summarizes the results of the annual
departmental goals and objectives. The attached presentation includes the year-end status report
on KHS’ 2017 Department Goals and Objectives.

As of the end of 2017 staff has completed 103 (88%) of the departmental goals and objectives.
Only 3 goals (2%) are marked as not being achieved/achievable. The remaining 12 (10%) in-
progress goals have been rolled into 2018 and are scheduled to be completed.

Specific details of the in-progress and incomplete items are laid out in the accompanying
presentation.

Requested Action

Receive and file
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Background

Each year department-heads work with executive management to create
annual goals and objectives. These goals are tied to the organization’s
strategic plan and/or the department’s operational performance metrics.

With 2017 coming to an end, management has prepared a summary status
report for the departmental goals and objectives.

Green = Completed on time and desired outcome achieved

/=1low = In progress and desired outcome achievable
Red = Not completed or desired outcome not achieved
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2017 Goals and Objectives Summary

* Overall completion rate of 88%. Potentially becomes 98% completion rate
when “in-progress” goals are completed.

K sTEms 2017 Goals and Objectives Summary
Department Green Red
Member Services 9 1 0
AlS Compliance 5 0 0
Business Development 8 0 0
Claims 6 2 0
Corporate Services 4 0 0
Finance 5 0 0
Case Management 2 1 0
Health Education 11 2 2
Quality Improvement 6 0 0
Utilization Management 13 0 0
Pharmacy 5 1 1
Human Resources 9 3 0
Information Technology 4 1 0
Marketing 10 0 0
Provider Relations 6 1 0
Total | 103 (88%)] 12 (10%)] 3 (2%)

3
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Incomplete Items

Wember Services Screen Pop— Executive leadership prioritized other project efforts which
resulted in this project not being pursued in 2017.

Clairns feporis Repository — Department created a centralized log of reports overseen by
management. Additional work still being done to improve the repository.

Clairns Accept COB Information Elecironically — System limitations were encountered which will
be alleviated with an upgrade to QNXT in Q1 2018.
Case Management connecting £ utilizers to their CP —The goal was to connect members withk

their PCP and have a completed visit 50 % of the time. The actual outcome was 45%.

Flealin 2d contract witn Balkersiizld Scnools nealin ceniers — KHS encountered delays with the
clinic provider, efforts are ongoing.

Flealin Bd oreparation for NNCOA accraditation — Efforts are ongoing into 2018, this is a lower
priority due to a lack of regulatory necessity.

Health Ed allow submission of electronic PM160 forms — DHCS retired this form so this effort
was no longer needed.

Health Ed expansion of Asthma Pilots — Pilot canceled due to the targeted provider failing to
receive program grant.

Pharmacy improve RX adherence for diabetic members — This effort is now being tracked in
Disease Management.

Prarmacy 90% online TARs —JIVA and Provider Portal changes delayed this roll out.

FitRevise Performance Wanazement— Implemented about 80% of desired features. Remaining
features will be provided in an upcoming software update.

Fiload nistorical data into new payroll systerm — Due to employee turnover and an unplanned

long-term leave of absence, this project will be carried forward to 2018.

Hitnosta "girls whno code” orozrarm — IT security kinks delayed this effort.

I'T Docurnent fepository Reolacement— New document repository was purchased and migratiol
began. Remaining departments will be migrated in 2018.

Provider Relations contract management software — PR will be geviewing internal and external
options moving forward.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A Hayward, CEO
Date: February 8, 2018

Re: Benefit Enhancement Update

Background

In November 2015, the Board of Directors established an Ad hoc Committee to review the
existing Member Medi-Cal coverage for benefit gaps or enhancements. In August 2016, the
Board of Directors approved four benefit enhancements: Wellness Based Incentives, Medical
Condition Based Incentives, Pulmonary Rehabilitative Services, and Respite Care for Homeless
Members. The Department of Health Care Services (DHCS) approved the enhanced benefit
program which began January, 2017

Wellness and Medical Conditioned Based Incentives

The Wellness Based Incentives consisted of first aid kits, umbrella stroller vouchers, and diapers
and wipes or a portable crib vouchers. Utilization data revealed 19% of the targeted population
was impacted and 46% of the budgeted funds were utilized. Further analysis of the voucher
benefit enhancements revealed 60% of the umbrella stroller vouchers and 25% of the
diapers/crib vouchers had expired without redemption. The Medical Condition Based Incentives
consisted of pill boxes and automated blood pressure monitors. (Due to Medi-Cal expanding its
coverage to include blood pressure monitors as a benefit, KHS only fulfilled distribution of the
pill boxes resulting in 5% of the targeted population being impacted and 3% of the budgeted
funds being utilized).

In an attempt to increase utilization of these enhanced benefits, KHS is exploring alternative
solutions to administer the Wellness and Medical Condition Based Incentives, such as
distribution of gift cards in replacement of the vouchers, providing a list of recommended items
to purchase at stores, and identification of other strategies or items that support wellness and
medical condition management.
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Pulmonary Rehabilitation Benefit

The Pulmonary Rehabilitation benefit serves to improve health outcomes and quality of life
related to pulmonary conditions, i.e. COPD, Emphysema, Asthma, etc., and compliance with
medication regimens and treatment plans. Lowering the overall costs of pulmonary patients
through reduction of ER and subsequent acute hospital admissions can be enhanced with early
identification and intervention. The original intent of the benefit was to include both inpatient
and outpatient pulmonary rehabilitation through partnerships with KHS provider network. The
outpatient component was not able to be operationalized since no providers could be identified
who performed these services on an ambulatory basis. Therefore post-acute hospitalization for
pulmonary rehabilitation becomes the focus of the enhancement.

Medical Respite Care Benefit

Medical respite care is post-acute medical care for homeless persons who are too ill or frail to
recover from a physical illness or injury on the streets but are not ill enough to be in a hospital.
Partnering with medical respite helped to create an essential care linkage, opening the door to
additional physical and behavioral health care coordination and holistic social support services,
all of which uphold our driving goal of the Triple Aim. Many members may not be eligible for
services at traditional Skilled Nursing facilities due to mental health or substance abuse
diagnoses. Ensuring funding for all potentially identified individuals who were homeless with
post acute transitional care needs provided our baseline for cost projections.

Conclusion

To further impact utilization rates, KHS plans to revisit outpatient pulmonary rehabilitation
partnership opportunities and include asthmatics to further drive member self management of
chronic disease management. In addition, KHS is exploring alternative solutions to expand
Respite eligibility criteria, such as rebranding Respite Care to Recuperative Care, to broaden
member reach to those most in need by increasing bed availability from 8-19 to accommodate
eligible members while remaining within the budget allocations.

Enclosed are utilization statistics for each enhanced benefit. Incorporating the changes to the
benefits as described above in 2018 should improve utilization.

Another progress report will be presented to the Board later this year.

Requested Action

Receive and file
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Advancing Patient Centered Care
Kern Health Systems

Rest and Recovery Program

Medical respite care is post-acute medical care
for homeless persons who are too ill or frail to
recover from a physical illness or injury on the
streets but are not ill enough to be in a hospital.

With multiple chronic conditions and/or extensive
specialty care needs, these members require
home health and specialty nursing visits that
the homeless shelters cannot provide, leading
to relapse, readmission and sometimes death.

Kern Health Systems offers an eight (8) bed
Medical Respite Program to individuals who are
homeless or lack a physical address at the time of
discharge from an acute care, inpatient facility.

The program offers more than safe housing.
Goals for care include: follow up with primary and
specialty medical care, case management services,
mental health services, chemical dependency
treatment and transportation.

To date, the program has served 44 members with
an average length of stay of 12.05 days.

ﬁ KHS is an MCO serving the California Medicaid
: population in Kern County. For more information on this
KERN HEALTH or other programs, contact:

T Deborah Murr, Administrative Director of Health Services
SYS EMS deborah.murr@khs-net.com

661-664-5000 - kernhealthsystems.com - 9700 Stockdale Highway, Bakersfield, CA 93311

December 2017 [i u ° %’?
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Benefit Estimated Estimated Annual
Enhancement frequency Cost

Wellness Based
Incentive Items

Medical Condition
Based ltems

Pulmonary
Rehabilitative
Services

Respite Care for
Homeless Members

Total Costs * excludes
savings from ER and
hospital readmission
voidance

81,000 members

12,500 members

1700 COPD
members
4200 Asthma
members

1390 Homeless
members

$600,000

$180,000*

$1,900,000*

$300,000*

$2,980,000

$273,643
(46% utilization)

$6,000
(3% utilization)

$437,341
(23% expected
utilization)

$131,149
(44% expected
utilization)

$838,143
(28% utilization)
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KERN HEALTH

SYSTEMS
TO: KHS Board of Directors
FROM: Douglas Hayward, CEO
DATE: February 8, 2018
RE: Quarterly Chief Operating Officer Operational Report

Background

As Kern Health Systems continues to grow in size and complexity, the quality and proficiency of our
work in all areas of Kern Health Systems operations becomes critically important to maintaining a high
level of both member and provider satisfaction with the Health Plan. | have asked the Chief Operating
Officer to report to the Board on a quarterly basis on our operational performance in the areas of:

e Enrollment

e Claims

e Member Services

e Provider Network

e Human Resource

e Constituency Grievances
e Transportation

Some areas and measures will be recognizable as formally part of the CEO Report to the Board. New
or expanded measures were added in order to provide a more detailed picture of the applicable
department’s performance impacting our constituency. This report will also provide Board members
with the assurance that Kern Health Systems is achieving the target performance levels for each area
measured.

Finally, this presentation will allow for discussion or updates on ongoing projects or systems
enhancements impacting the health plan’s operational performance such as the member and provider
portals or our new core operating system. For example, the report will include the number of members
visiting member services, increased member portal self-service use and monitoring our success to
encourage providers to increase electronic submissions vs paper.

Requested Action
Receive and file.
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Quarterly Operational Update
Alan Avery
Chief Operating Officer
2/8/2018
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Agenda

Expanded Board Operational Dashboard Reporting
Enrollment Indicators

Claims Department Indicators

Member Services Indicators

Provider Network Indicators

Human Resource Indicators

Grievance Report

00 B O Ui

Transportation Update

KERN HEALTH
SYSTEMS

kernhealthgystems.com
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Quarterly Operational Indicator Reporting

* During 2017, KHS expanded and improved the operational
dashboards for the Claims, Member Services and Provider
Relations Departments

* Dashboards are monitored daily to assist management in
identifying and responding immediately to operational
challenges.

* Going forward, these indicators will be added to the current

Board Operations dashboard along with an Operational
Overview Report Quarterly-April, August, October, February.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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|

| > g _ Y
Enrollment Indicators

Activity Goal/Budget 4t Quarter Actual

Membership 244,125 248,033

KHS Market share 63% 64%
HN Market share 20% 20%
FFS Market share 17% 16%
Voluntary Disenrollment >150 99
KERNlHEALTH
SYSTEMS
kernhealthsystems.com 4

153 /254



KHS Board of Directors Meeting, February 8, 2018

Claims Department Indicators

Claims Received
Electronic
Paper
Claims Processed Within 30 days
Claims Processed within 45 days
Claims Processed within 90 days
Claims Inventory-Under 30 days
31-45 days
Over 45 days
Auto Adjudication
Audited Claims with Errors

i Claims Disputes
KERN HEALTH
SYSTEMS

kernhealthsystems.com
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85%
15%
90%
95%
99%
96%
<3%
<1%
75%
<3%

<5%

665,197
88%
12%

97.75%

99.17%

99.50%
99%
<1%

<.002%

75.35%
1.5%

2%




Member Service Indicators

Incoming Calls

Abandonment Rate

Average Speed to
Answer

Average Talk Time

Top Reasons for
Member Calls

Outbound Calls
# of Walk Ins

Member Portal
Accounts
L /]
KERN HEALTH
SYSTEMS

kernhealthsystems.com

<5%
<2:00

<8:00
Trend

Trend
Trend
4%

KHS Board of Directors Meeting, February 8, 2018

61,338
3%
41

6:43

1-Demographic updates
2-New Member Calls
3-PCP Change

4-1D Card

5-Member Portal

77,507
536
2493

_IihN
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_ N

Provider Network Indicators

Activity m 4th Quarter 2017

# of Primary Care Providers Maintain 1%

# of Specialty Care Providers ~ >1% growth 2%

% Provider Terminations <5% term 1.2%
Termination Reasons 73%-left group

15%-voluntary
12%-other

Provider Appointment Survey 70%
Primary Care < 10 days 73.33%
Specialty Care < 15 days 66.67
KERN HEALTH
SYSTEMS
kernhealthsystems.com 7
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Human Resources Indicators

Staffing Count
Employee Turnover 12%
Turnover Reasons Voluntary
Involuntary
Retirement
KERN HEALTH
SYSTEMS

kernhealthsystems.com

63%
33%
4%
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N _ N
Ath Quarter Grievance Report

* The DMHC requires KHS Management report/review quarterly grievances
with the KHS Board of Directors.

* Quarterly grievance reporting has previously been included in the Medical

Management report effective June 2017

e 4% Quarter 2017 Grievance Summary:

Category Q4 Trend Q3 Q2 Q1
2017 2017 | 2017 | 2017

Access to Care

Coverage Dispute 17
Medical Necessity 26
| Otherissues [

Quality of Service 31

Quality of Service 150

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Appointment Availability
Authorizations and Pharmacy
Questioning denial of service

Miscellaneous
Questioning services provided. All cases
forwarded to Quality Dept.

Questioning the professionalism, courtesy
and attitude of the office staff. All cases
forwarded to PR Department

a4

53
2

46

178

349

14

38

163

243

18

36

119

208
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Transportation Update

Operational Statistics /17 11/17 10/17 9/17 8/17 7/17 KHS
Utilization | Utilization | Utilization | Utilization | Utilization | Utilization . Bre {“'V
727

10,418 10,253 8667 6033 5141 2,883

One Way Rides Scheduled 16,222 14,698 12,353 8,569 6,263 2,611 2,600

MT 6716 6039 4,078 2,353 1,551 699 0
Bus Passes Distributed 1232 1637 952 524 235 278
Lyft Rides Delivered 5484 4402 3126 1829 1316 421
Lyft No Shows 743 571 524 317 206 60

NEMT 9506 8659 8275 6,216 4,712 1,912 2,600
Van Rides Scheduled 9388 8547 8131 6,040 4,642 1,902
Gurney Rides Scheduled 118 112 144 176 70 10

Member Reimbursement 9 19

KERN HEALTH
SYSTEMS

kernhealthsystems.com

10
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For additional questions, please contact

Alan Avery, Chief Operating Officer
(661) 664-5005

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Martha Tasinga M.D, MPH, MBA, Chief Medical Officer
Date: February 8, 2018

Re: Health Services Trend Report

Medical Cost and Utilization Trend Analyses: (Attachment A)

Physician Services: (PCPs, Specialist, Hospitalist and Ancillary Services):

The utilization of physician services by the SPDs is leveling off even though it is still over the
PMPM budget. The average cost per visit exceeds budget also, but is beginning to trend lower.
In 2018, a new Medical Management Plan will be implemented to address high cost areas. As
this new program becomes operational, cost per visit for SPDs should come down. All other
groups are at or below budget for professional services utilization. Type Il diabetes and End
Stage Renal disease are now the first and second diagnoses for out patient physician encounters.
Encounters for routine child health examinations are now the 3™ with encounters antineoplastic
chemotherapy and hypertension as close 4" and 5%. This supports the changing demographics of
the membership. KHS’s Care Management Program is being redesigned to better align with the
needs of our current population demographics.

Pharmacy

The monthly cost and utilization per enrollee for all aid categories is at or below budget through
December 2017. However, with the flu season as severe as it is being described, Pharmacy cost
should rise in January, 2018.

Inpatient Services

The overall PMPM for inpatient utilization for all aid codes is at or below budget. We are seeing
a spike in cost per bed day for our Family/other aid code. We are analyzing the data which points
to a few very ill members in tertiary hospitals. We continue to work closely with our hospital
partners and the hospitalists to identify alternatives levels of care that are safe and less costly for
our members who are at the end of life. The top inpatient diagnosis for the family Aid code
members is single live born infants and full-term uncomplicated deliveries.
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Emergency Room (ER)

The number of ER visits appears to have stabilized at most of the hospital. There is an increase
in use of ER at the Bakersfield Memorial Hospital.  We continue to explore the use of
technology such as Telemedicine to improve access to primary care services in less costly
locations such as office and home. The most frequent diagnosis associated with an ED visit in
the all combine Aide codes is acute upper respiratory infection, unspecified.

Hospital Utilization Reports (Attachment B Attachment C Attachment D)

Inpatient Admissions

Total inpatient admissions for December 2017 increased slightly compared to the prior month.
Bakersfield Memorial Hospital continues to provide the largest segment of inpatient services.
KM accounts for the second highest number of admissions. Mercy and San Joaquin Community
are slightly lower with 203 and 194 admissions respectively. Out of area admissions continues to
accelerate upward to where it constitutes our second highest volume of admissions overall for
December.

Obstetrics Services

During the month of November, 2017, vaginal births accounted for 80% of the births and
cesarean section 20%. The percent of cesarean births dropped from 22% to 20% when compared
to the prior month and to November, 2016.

ER Visits

Over the past 12 months ER visits have trended downward or leveled off for all hospitals but

BMH and Mercy. The number of visits for the number of members enrolled continues to be
within acceptable parameters.

4th Quarter, 2017 HEDIS Report (Attachment E)

The purpose of this report is to show, in “real time”, how KHS is performing year-to-date in
most HEDIS measurement categories. For the most part, the data for this report is based on
information from medical service claims.

Each measurement count requires a patient encounter specific to service(s), that when performed,
will indicate the measurement was met for that patient. All KHS members identified as having
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the medical condition associated with the measurement represent the denominator. When
members receive service(s), it is recorded as “compliant” becoming part of the numerator. The
level of achievement is shown as the percentage (%) of members receiving the required
(service(s). The minimum target performance percentage (MPL) is established by DHCS each
year and the previous year’s MPL is used here to determine how well our HEDIS program
performs against this standard. The second page of the report gives a snap shot summary of each
measurement year- to- date. It is color coded in green when on or above previous year trending
rate, yellow when below previous year’s trending rate but statistically in line with expectation
and red when below previous year’s trending rate and if continued, could fail to meet the
minimum standard set by the State. Since the final HEDIS tally does not occur until the end of
the reporting period (12/2017), using historical performance for the same month in the prior year,
enables staff to project year-end results for the measured period. Measurements showing “red”
enables staff to know where they need to boost their effort to bring this measurement back in line
with expectation while there is still time.

Of the 14 HEDIS measures displayed here, 10 measures are in green and on target to meet
expectation. The 2 measures in yellow show a 5% or less variance to the previous year’s rate. In
such cases, staff closely monitors yellow measures to see that trends come back in line with prior
year’s results. Measures showing red are actively managed and will be investigated to determine
what additional steps may be necessary to bring them in line with expectation.

As we continue to receive encounter and claims information from our network we are expecting
to see many other measures being at least at MPL
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KERN HEALTH SYSTEMS
CHIEF EXECUTIVE OFFICER’S REPORT
For February 8t, 2018
BOARD OF DIRECTORS MEETING

REGULATORY AND COMPLIANCE ACTIVITIES
Regulatory and Compliance Monthly Activities Report

Attachment A is the monthly update on regulatory and compliance activities impacting KHS.

Regulatory Compliance Audit Program (quarterly review)

All Plan Letters (APLs) are the means by which MMCD conveys information or interpretation of
changes in policy or procedure at the Federal or State levels, and provides instruction to health
plans on how to implement these changes. Policy Letters (PLs) provide instruction to health
plans about changes in Federal or State law and Regulation that affect the way in which health
plans operate, or deliver services to Medi-Cal beneficiaries.

Both APLs/PLs supplement the original guidance as set forth by the contract between KHS and
the DHCS. To confirm KHS compliance with all such DHCS guidance, the Compliance
Department has instituted a two prong approach. Retrospective reviews (audits) are done to
validate compliance with older APLs/PLs and prospective reviews are done to see that new
APLs/PLs are instituted according to instruction. Compliance offers oversight and coordination
for stakeholders (KHS staff) to see that deadlines and requirements are met.

The list of APLs/PLs for 2018 (new) & 2017 (older) along with findings and recommendations
are included under Attachment B and C. Internal audit findings for all selected & audited
APLs/PLs indicate KHS is in compliance (Green), in process (White) no longer applicable or
information only (Gray) or not incompliance and requires corrective action (Red). Where audits
were done, no APLs or PLs were identified as KHS being noncompliant. Several audits remain
open or yet to begin (White). These items will carry over to a future reports as new information
on the audit process becomes available.

Kern Health Systems Updated Code of Conduct
The newly updated KHS Code of Conduct pamphlet is included under Attachment D.
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Kern Health Systems

Board of Directors Meeting
CEO Report - February, 2018
Page 2 of 6

PROGRAM DEVELOPMENT SUMMARY UPDATE

CMS Managed Care Regulation

DHCS and KHS are working to implement items due in 2018. Specifically, DHCS recently
released a final APL providing guidance on new provider screening and enrollment requirements
to be implemented in early 2018. Additionally, a draft APL was circulated in January regarding
DHCS Certification of Managed Care Provider Networks. KHS is waiting to hear further
information on implementing changes to public hospital pass-through payments, and medical
loss ratio (MLR). CMS is still reviewing the 2017 Plan Contract Amendment submitted by
DHCS. DHCS will be creating another contract amendment based on 2018 Final Rule
requirements in Q1 2018.

Palliative Care
As of January 2018, members are able to access this new benefit. Internal work will continue to
expand the provider network and educate members and providers about Palliative Care.

LEGISLATIVE SUMMARY UPDATE

Federal and State Legislative Update
A status report on the 2018 Federal legislation and proposed 2018 California State laws
impacting KHS is included under Attachment E.

KHS FEBRUARY ENROLLMENT:

Medi-Cal Enrollment
As of FEBRUARY 1, 2018, Medi-Cal enrollment is 171,353, which represents an increase of
1.4% from JANUARY enrollment.

Seniors and Persons with Disabilities (SPDs)
As of FEBRUARY 1, 2018, SPD enrollment is 13,053, which represents an increase of 0.5%
from JANUARY enrollment.

Expanded Eligible Enrollment
As of FEBRUARY 1, 2018, Expansion enrollment is 58,906, which represents an increase of
2.0% from JANUARY enrollment.
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Kern Health Systems

Board of Directors Meeting
CEO Report - February, 2018
Page 3 of 6

Kaiser Permanente (KP)
As of FEBRUARY 1, 2018, Kaiser enrollment is 8,117, which represents an increase of 3.5%
from JANUARY enrollment.

Total KHS Medi-Cal Managed Care Enrollment
As of FEBRUARY 1, 2018, total Medi-Cal enrollment is 251,429, which represents an increase
of 1.6% from JANUARY enrollment.

Membership as of Month Member
of Eligibility FAMILY SPD EXPANSION KP BABIES Total
201703 169,051 12,662 57,231 7,390 387 246,721
201706 169,867 12,743 58,121 7,730 397 248,858
201709 168,002 12,929 56,987 7,733 428 246,079
201712 168,568 12,986 57,738 7,843 431 247,566
201801 168,686 12,990 57,958 7,960 454 248,048
201802 170,944 13,053 58,906 8,117 409 251,429
300,000
250,000
E 200,000
2
Jﬂ: - e
g 150,000
E M EXF ANSION
=
HsPD
100,000
169,438 170,264 168,430 168,999 169,140 171,353 W FAMILY
50,000

201703 201706 201709 201712 201801 201802

Month of Eligibility
*Babies are incorporated in Family Aid Code Category
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KHS ADMINISTRATIVE INITIATIVES

Provider Relations Update

Provider Contracting:
Provider contract agreements and amendments highlighted for December, 2017 & January, 2018
are as follows:

Philip Rosenthal, MD — Neurosurgery

Benjamin Serzner, MD — Neurosurgery

Ace 1 HomeHealth — SNF

Dignity Health Home Program — COMPLETED

KAY A Hospice

Sendas Northwest Urgent Care

Shafter Urgent Care

Sassan Kesavarzi, MD - Neurosurgery

Brimhall Pharmacy

Araujo, Luis, BCBA — ABA provider & speech Therapy

VVVVVYVYYVYYVYYVY

Y

Credentialing Activities:
» 79 New Initial Credentialed providers

» 52 Re-Credentialed providers

Grant Programs:

2016-17 KHS Provider Recruitment and Retention Grants
» Developing Presentation for April, 2018 BOD with year 1 results of grants.

> Details of the R&R grant are located via the link below:

2014-15 KHS ER Diversion Grants:
» One outstanding distribution: CSV grant was extended for an additional year as the
34" St CHC Walk-in Clinic was delayed.



KHS Board of Directors Meeting, February 8, 2018

Kern Health Systems

Board of Directors Meeting
CEO Report - February, 2018
Page 5 of 6

Marketing/Public Relations Update
Sponsorships:
KHS will share sponsorship in the following events in February and March:

> KHS donated $500 to the Garden Pathways “Heart of the Country” event at Buck
Owens’ Crystal Palace on February 8th.

> KHS donated $2,000 to the American Heart Association’s 2018 Go Red for Women
Luncheon at the DoubleTree Hotel on March 2nd.

» KHS donated $1,000 to The Wildlands Conservancy - Wind Wolves Preserve to
sponsor their 5th Annual Spring Nature Festival at Wind Wolves Preserve on March
3rd and 4th.

» KHS donated $800 to the Greenfield Family Resource Center to sponsor their 2018
Health & Wellness Walk in the Greenfield area (southeast Bakersfield) on March
10th.

» KHS donated $1,000 to the Delano Chamber of Commerce to sponsor the Delano
City Walk on March 24th.

Community Events:
In February and March, KHS will participate in:

» 2/15 Homeless Consumer & Service Provider Days @ St. Vincent de Paul Society

» 3/15 Homeless Consumer & Service Provider Days @ Bakersfield Homeless Center

» 3/18 Vision y Compromiso (Promotora/Community Health Worker Network in Kern
County) Health & Nutrition Fair @ St. Elizabeth Church in McFarland

> 3/28 Kinder Blast Off @ Pioneer School in Delano

KHS OFFICES RELOCATION PROJECT UPDATE
Project Status: Green
The activities undertaken since the last report include:

» The Project Kick-Off Meeting was held on January 31, 2018. In attendance were

representatives from KHS, Greg Bynum and Associates, Delawie, and S.C. Anderson.
» Grading permit received on January 19, 2018.
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» The bulk of the Trade Contractor Agreements were awarded. A few remaining contracts
are in the bid process but will be completed on schedule.

» The Notice to Proceed for Phase Il (construction) was issued to S. C. Anderson on
January 5, 2018.

» Owner Controlled Insurance Program manual was approved Dec 2017.

» The project vendors have been updated in the DIR website.

» We have been working on the re-bid for electrical, low voltage and flooring re-bid.

» First Owners Planning meeting is scheduled for January 31 with Developer, GC, and
Architect.

» Job site trainer is onsite.

» SCA staff is already onsite.

» In the process of reworking the site plan to accommodate on-site surface drainage

Dashboard Presentation

»

»

The Dashboard Reports showing KHS critical performance measurements for
Administrative Services are located under Attachment F.

The Year-end, 2017 Projects Report summarizing projects tracked quarterly throughout
the year is found under Attachment G.
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KERN HEALTH
SYSTEMS

Attachment A

Board of Directors Meeting

February 8, 2018

STATE

Department of Health Care Services (DHCS)

All Plan Letters (APL)/Policy Letters (PL)

The DHCS issued three (3) APLs during the month of January to provide guidance for Managed
Care Plans (MCP).

All Plan Letters (APL)

APL 18-001 - The purpose of this APL is to provide Medi-Cal MCPs with clarification regarding
voluntary inpatient detoxification (VID) services, which are a Medi-Cal covered benefit that is
available to MCP members through the Medi-Cal fee-for-service (FFS) program. Members who
meet medical necessity criteria may receive VID services in a general acute care hospital as
specified in this APL and in Medi-Cal Provider Bulletin 473.

Medical criteria for inpatient admission for VID must include one or more of the following:
1. Delirium tremens, with any combination of the following clinical manifestations with
cessation or reduced intake of alcohol/sedative: hallucinations, disorientation,

tachycardia, hypertension, fever, agitation, or diaphoresis

2. Clinical Institute Withdrawal Assessment Scale for Alcohol, revised (CIWA-Ar) form
score greater than 15.
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3. Alcohol/sedative withdrawal with CIWA score greater than 8 and one or more of the
following high-risk factors: multiple substance abuse , history of delirium tremens,
unable to receive the necessary medical assessment, monitoring, and treatment in a
setting with a lower level of care, medical co-morbidities that make detoxification in an
outpatient setting unsafe, history of failed outpatient treatment, psychiatric co-morbidities
, pregnancy, or a history of seizure disorder or withdrawal seizures

4. Complications of opioid withdrawal that cannot be adequately managed in the
outpatient setting due to the following factors: persistent vomiting and diarrhea from
opioid withdrawal, dehydration and electrolyte imbalance that cannot be managed in a
setting with a lower level of care.

APL 18-002 - The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care
health plans (MCPs) with the 2018-2019 Medi-Cal Eligibility Data System (MEDS)/834 cutoff
and processing schedule.

APL 18-003 - The purpose of this APL is to provide clarification of existing law for Medi-Cal
MCPs regarding the imposition of administrative and financial sanctions. The DHCS is
authorized to impose administrative and financial sanctions on MCPs that violate applicable state
and federal laws and regulations. DHCS may also impose sanctions on MCPs that violate their
DHCS contract terms, including the requirement to comply with APLs, Policy Letters (PLs), and
Duals Plan Letters (DPLs), (collectively, “Contractual Obligations”). This APL supersedes APL
15-014.

There is good cause to impose administrative and/or financial sanctions when an MCP or its
subcontractor fails to meet Contractual Obligations or to comply with applicable state and
federal laws and regulations.
These failures include, but are not limited to, the following:
1. Three repeated and uncorrected findings of serious medical audit deficiencies that
have the potential to endanger patient care, as identified in medical audits conducted

by DHCS.

2. In the case of the Quality Improvement System, repeated failure to achieve minimum
performance levels, or receipt of a “Not Reported” designation on an External

3. Accountability Set measure, after implementation of a Corrective Action Plan (CAP).

4. Failure to timely provide medically necessary covered services to a member.
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5. Non-compliance with Contractual Obligations or applicable state and federal laws
and regulations.

6. Accrual of claims that have not or will not be paid.

COMPLIANCE
All Plan & Policy Letter Reviews

The following matrices are included with the month’s BOD packet: Prospective audits
[Attachment A] and Retrospective audits [Attachment B].

Code of Conduct — 2018

The Compliance Department revised the KHS’ Code of Conduct (COC) in January with
enhanced graphics and design work. The core values of the organization remain unchanged and
the same: Trust, Respect, and Integrity. The COC is a core document that all employees receive
upon hire into the company. It provides a framework for the standards expected from everyone
who wears a Kern Health Systems County Health Authority badge. A copy of this newly revised
document is being included as part of this month’s board packet.

DHCS Medical Audit —2017

Update: The Director of Compliance and Regulatory Affairs received the final report from the
Department. The final report with be shared with the BOD after the Department approves the
CAP.

The DHCS will be conducting their annual Medical Audit for the review period of August 1,
2016 through July 31, 2017. DHCS auditors will be on-site from August 15, 2017 through
August 18, 2017. The audit will cover six categories: Utilization Management, Case
Management, Access and Availability, Member Rights, Quality System and Delegation, and
Administration and Organization Capacity.

All pre-audit deliverables have already been sent to the DHCS Auditors by the Compliance
Department.

DMHC Medical Audit — 2016

The DMHC is performing an 18 month follow-up audit of KHS” 2016 deficiencies to ascertain
whether remediation was successful in mitigating the findings. The Compliance Department was

3
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required to provide the Department with supporting documentation by no later than January 22,
2018. The Plan is on the DMHC Office of Plan Monitoring Division of Plan Surveys 18 Month
Survey Schedule for a follow-up re-audit on March 26, 2018.

Fraud, Waste, or Abuse Reporting Form

The Department of Managed Health Care (DMHC) requires that all Plans comply with
California Health and Safety Code § 1348(a). In part, “Every health care service plan licensed to
do business in this state shall establish an antifraud plan. The purpose of the antifraud plan shall
be to organize and implement an antifraud strategy to identify and reduce costs to the plans,
providers, subscribers, enrollees, and others caused by fraudulent activities, and to protect
consumers in the delivery of health care services through the timely detection, investigation, and
prosecution of suspected fraud.” This required due diligence includes ways for the Plan to
receive tips and allegations. The Compliance Department recently completed an update to this
reporting mechanism. Providers, Members, and others can access the revised Fraud, Waste, or
Abuse Reporting Form via KHS’ internet site. All such submissions to the Compliance
Department are treated with confidentiality.

Monthly Reporting on following page




Reporting to government agencies
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December

Report Name/ltem Status
BHT-CDE Monthly On time
MER Monthly On time
NMT-NEMT Monthly On time
Grievance Report (Quarterly) On time
January

Report Name/ltem Status
2018 KHS Drug Formulary On Time
Adult Expansion AB 85 Semi-Annual On Time
Anti-Fraud Report On Time
Avrbitration (DMHC) (Quarterly) On Time
BHT Quarterly On time
BHT-CDE Monthly On time
Call Center Report On time
CBAS Report On time
Claims Payment & Dispute Resolution (Annual) On Time
(DMHC)

Dental Anesthesia Report On time
Marketing Plan On Time
MER Monthly On time
NMT-NEMT Monthly On time
Provider Network Reports On time
QI-UM Committee Meeting Minutes On time
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MMCD
2018 ALL PLAN LETTERS

[ATTACHMENT B

Plan Compliance

Compliance Status

APL18-001 (PDF!

Detoxification

Health Services

APL Number Description Impacted Department(s| Impacted Functions Status/Comment
2 2 2 {s) B Review Date /
. . e N " Compliance reviewing the
Voluntary Inpatient Member S Clarificati ded d
oluntary Inpatien ember Services arification provided regarding 1/25/2018 | APL. Small Stakeholder

voluntary inpatient detoxification.

meeting scheduled.

2018-2019 Medi-Cal

Provides KHS IT Department with
the 2018-2019 Eligibility Data

APL sent to IT Department

Sanctions

M Health PI;
APL18-002 (ppF) |2naged Care Health Plan 1/14/2018  |for informational purposes.
MEDS/834 Cutoff and Systems (MEDS)/834 cutoff and ) .
3 3 No Action required.
Processing Schedule processing schedule.
Administrative and Financial Provides clarification regarding the APL distributed to
APL18-003 (PDF! Executive imposition of administrative and 1/26/2018 Executives and Directors. No

financial sanctions.

further Action.

KEY

Compliance - YES

Compliance - NO

Outcome Pending

N/A - informational document
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Kern Health Systems

DHCS MMCD 2017 DHCS Al Plan Letter Index and Status Update

2017 ALL PLAN LETTERS

Plan
Plan Compliance Initial Current
Impacted Compliance | Completion Compliance Current Compliance
APL Number Description D Impacted Functions Start Date Date Initial Status/Comment Status tatus/Comment Review Status

2017-2018 MEDI-CAL T

Managed Care Health ) 2017-2018 Medi-Cal Managed Care . )

Plan MEDS/B34 Cutoff | Member Services NA NA Health Plan MEDS/834 Cutoff and N |mformational-No material NA
i Accounting - change.

and Processing Processing Schedule.

Schedule.

2017-2018 Medi-Cal Managed Care Health Plan Meds/834

-001.p¢
APLLZ-00Lpdl Cutoff And Processing Schedule

Health Education
Health Education and Cultural and Linguistic Group Needs |Cultural and Linguistic

APL17-002.pdf PL 10-012) Group Needs

Health Education

Treatment of
Recoveries made by

Treatment of Recoveries Made by the Managed Care the Managed Care |
Health Plan of Overpayments to Providers Health Plan of

Overpayments to

Providers

Subcontractual Health Services

APL17-004.pdf and Delegation Relationships and Provider Relations
Delegation
Claims
Health Services
Certification of Provider Relations
Certification of Document and Data Submissions Document and Data  |Accounting
Submissions Member Services
Compliance
Executive

Grievance and Appeal
Grievance and Appeal Requirements and Revised Notice ~ |Requirements and
Templates and “Your Rights” Attachments (Supersedes All |Revised Notice

Plan Letters 04-006 and 05-005 and Policy Letter 09-006) | Templates and "Your

Health Services
Member Services
Provider Relations

Rights” Attachments | COmPiance
Continuty of Care for
Continuiy of Care for New Enrollees Transitioned to New Enroliees Health Services
Managed Care After Requesting a Medical Exemption and | Transitioned to Provider Relations
Implementation of Monthly Medical Exemption Review |Managed Care After  |T
Denial Reporting (Supersedes Al Plan Letter 15-001) Requesting a Medical |Member Services
and

Requirement to
Requirement to Participate in the Medi-Cal Drug Utilization |Participate in the Medi- |Health Services
Review Program Cal Drug Utilization  |Pharmacy

Review Program

APL17-008.pdf

Reporting
Reporting Requirements Related to Provider Preventable  |Requirements Related |Health Services
APL17-009.pdf
Conditions to Provider Preventable | Claims
Conditions

Nor-Emergency Member Services

N Medical and Non-Medical Tr Medical and Non-
APL17-010 pdf : Provider Relations
Services Medical Transportation
Health Services
Services.

Standards for
Determining Threshold
Standards for Determining Threshold Languages and Languages and
Requirements for Section 1557 of the Affordable Care Act |Requirements for
Section 1557 of the
Affordable Care Act

Member Services
Provider Relations
Health Services

Care Coordination

All Medi-Cal Managed Care Health Plan Operating in Requirements for
Coordinated Care Initiative Counties Managed Long - Term
Services and Supports

APL does not apply to
KHS current Business N/A N/A
operations.

APL does not apply to
N/A KHS current Business N/A
operations.

APL does not apply to KHS current
Business operations.

Requirements for

Health Risk Member Services
APLLT-013.0d ] for Health Risk Asse Of Medi-Cal of Medi- | o0 So b
APLIZ-013.0d0 Seniors and Persons with Disabiliies Cal Seniors and
Health Services
Persons with
Disabiliies
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Plan
Plan Compliance Initial Current
Impacted Compliance | Completion Compliance Current Compliance
APL Number Description Impacted Functions Start Date Date Initial Status/Comment Status tatus/Comment Review Status
Quality and
Quality and Health Services
(Supersedes APL 16-018) Improvement Quality Improvement

Requirements

APL17-015.pdf

Palliative Care and Medi-Cal Managed Care

Palliative Care and
Medi-Cal Managed
Care

Health Services
Provider Relations
Member Services
Health Homes

APL17-016.pdf

Alcohol Misuse: Screening and Behavioral Counseling
Interventions in Primary Care (Supersedes APL 14-004)

Alcohol Misuse:
Screening and
Behavioral Counseling

in Primary
care

Health Services
Provider Relations
Member Services

APL17-017.pdf

Long Term Care Coordination and Disenroliment
(Supersedes APL 03-003)

Long Term Care
Coordination and
Disenroliment

Health Services
Provider Relations
Member Services

APL17-018.pdf

Medi-Cal Managed Care Health Plan Responsibilities for
Outpatient Mental Health Services (Supersedes APL 13-
021)

Medi-Cal Management
Care Health Plan
Responsibilities for
Outpatient Mental
Health Services

Health Services
Provider Relations
Member Services

APL17-019.pdf

Provider Credentialing / Recredentialing and Screening /

APL 16-012)

Provider
Credentialing/Recreden
tialing and Screening
/Enroliment

Provider Relations
Quality Improvement

American Indian Health Programs

American Indian Health
Programs

Claims
Configuration
Provider Relations
Member Services

Changes DHCS
Workers' Compensation|

222 /254

Workers' Compensation — Notice of Change to Workers'  |Claims oo o
Compensation Recovery Program; Reporting and Other  |Finance Ty Prog
requirements and KHS
APL 04-004) Compliance
engagement in the
recovery process.
Key

Compliance - YES
Compliance - NO
Outcome Pending

N/A-Informational

document
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Kern Health Systems

[DMHC 2017 DMHC All Plan Letter Index and Status Update
2017 ALL PLAN LETTERS c
Plan
Plan Compliance Initial current
Impacted Compliance | Completion Compliance Current Compliance
APL Number D Impacted Functions | _Start Date Date Initial Status/Comment Status tatus/Comment_| Review Status
DMHC APL 17-001 (OPL) pdf Federal Summary of Benefits and Coverage Template Filing| NIA R esioatopel NIA NIA WhsATEsElwa ez NIA NIA NA
document health plan commercial contracts.
Utilization of an external vendor to
DIHC APL 17-002 (OPL.pdf Timely Access Compliance Reports - MY 2016 & MY 2017 | Provider Relations Reporting validate the Plan's Timely Access
data.
N/A: Applies only to the following
DMHC APL 17-003 (OPL).pdf Oroville Dam State of Emergency and Evacuations N/A N/A N/A N/A [EmizE: B, S G Y e N/A N/A NIA
o the significant flooding below the
Oroville Dam.
2018 DMHC Checkist and Worksheet for Qualified Health NIA: Applies to Health Care Service
DMHC APL 17-004 (OPLLpdf  |Plans in the California Health Benefits NIA NIA NIA NIA Plan Filings relating to QHP in the NIA NIA NIA
Exchange Calfornia Health Benefits Exchange.
2018 DMHC Checklist and Attachment for Qualified Dental gé ’:\', |S§T=C|§|:|S‘F:\?r:g:er:mig;r; he
DIVIHC APL 17-005 (OPL).pdf :Iearr‘\esﬂl‘r; g:cg‘::memua Health NIA NIA NIA NIA S e NIA NIA NIA
g California Health Benefits Exchange.
Provider Relations Newly enacted statutory and
DIVIHC APL 17-006 (OPL) pdf Newly Enacted Statutes and Regulations Health Services Various Yy Y
regulatory requirements.
Pharmacy
Compliance
OMHC APL17-007 (OpLLpas | TMelY Access Compliance Reports Measurement Years AL, Various Updates on key submission deadines|
[DMHC APL 17007 (OPL).plf 2016 and 2017 fa and filing instructions
NIA: Pertains to Individual Plan
Subscriber contracts, Small Group
DMHC APL 17-008 (OPLLpdf  |Filing EHB NIA NIA NIA NIA Pl £OCs o Combined indvidhul of NIA NIA NIA
Small Group EOC/Disclosure Forms.
N/A: Informational: AB 72's prohibition|
DMHC APL 17-009 (OPLLpdf | Guidance Regarding AB 72 and Notice to Enrollees NIA NIA NIA NIA on surprise balance billng effective NIA NIA N/A
July 1, 2017.
OMHCAPL17.010 (0pLLpaf | QUaliied Health Plan Guidance Regarding Silver and Dual A A _ - N/A:Quaified Health Plan Guidance A A A
[PMHCAPL 17.010 {0FL.pdt Rates regarding Silver and Dual Rates.
NIA: Guidance for non contracting
: individual health care professionals
DMHC APL 17-011 (OPL).pdf Guidance Regarding AB 72 and Notice to Enroliees NIA NIA NIA NIA {romm surprise balonce biling 2n NIA NIA N/A
enrolee.
N/A: Requirements Regarding Notice
DMHC APL 17-012 (OPL).pdf Compliance With SB 908's Requirements N/A N/A N/A N/A [ NS @7 MGG T R N/A N/A NIA
Increases for Individual or Small
Group Products.
) NIA: Pertains to State of Emergency
DMHC APL 17-013 (OPL).pdf SR EnE FETS B 1 e M NEE, SR et NA NIA N/A NIA due to fires in Napa, Sonoma and NA NA NIA
Yuba Counties !
Yuba Counties.
OMHCAPL 17.014 (OPLpaf | SB 546 Implementation - Large Group Renewal Notice I I m m NIA: Pertains to Large Group I I I
[PMHCAPL 17.014 {OFL)pdt Requirements Renewal Notice Requirements.
SB 137 Guidance Regarding Provider Directory Annual | 0Vider Relations Provider Directory Guidance regarding Provider
DMHC APL 17-015 (OPL).pdf Compliance
Filings - Annual Filings Directory Annual Filings.
. State of Emergency Due To Fires in Ventura and Los NA NA WA WA NIA: State of Emergency due to Fires NA NA NA
Angeles Counties in Ventura and Los Angeles Counties.
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Of Provider Reimbursement

Specialized Behavioral Health Plans
only.

Plan
Plan Compliance Initial Current
Impacted Compliance | Completion Compliance Current Compliance
APL Number D Impacted Functions Start Date Date Initial Status/Comment Status tatus/Comment | Review Status
Knox-Keene Act Standard For Determining Whether An 22’;" Q‘;‘(’:;f :“’e::‘m‘ g;’z";::
DMHC APL 17-017 (OPL).pdf Existed For Purposes N/A N/A N/A N/A N/A N/A N/A

224 | 254

Compliance - YES

N/A-Informational
document
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Attachment D

KERN HEALTH
SYSTEMS

Doing the right thing while
serving the community...
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Table of Contents

Introduction from KHS CEO 3
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The Headline Test

The KHS Code of Conduct is a living document
that will be reviewed on an annual basis and
updated as necessary to reflect the needs of

the organization. It can be viewed and

downloaded from the KHS Intranet as well as
our website - kernfamilyhealthcare.com

KHS Code of Conduct - 2 -
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Doing the right thing while
serving the community...

Code of Conduct

At Kern Health Systems (KHS), compliance and ethical conduct means doing
the right thing while serving the community.

KHS' Code of Conduct is a set of values outlining the responsibilities for you
as an employee and KHS as an organization.

These three key values: TRUST, INTEGRITY, and RESPECT, remind us
that preserving an ethical workplace is critical to our long-term success as an
organization. The Code articulates the standards of behavior that each one
of us is expected to observe while performing our jobs.

KHS also maintains a non-retaliation policy. This means, as employees, we
are encouraged to, in good faith, report compliance issues, ethical concerns,
or violations of this Code of Conduct in accordance with KHS policies.

As KHS CEO, | encourage you to read through this Code of Conduct. And |
thank you for supporting our culture of compliance and ethical conduct.

Douglas A. Hayward
Chief Executive Officer

m Our Mission:
Kern Health Systems is dedicated to

KEI§¥S,II_,I§§‘I§“TH improving the health status of our

members through an integrated managed
health care delivery system.

KHS Code of Conduct - 3 -
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A Message B

Director of Compliance and Regulatory Affairs

At Kern Health Systems we are deeply committed to acting ethically
and responsibly in a culture of compliance, ethics, and integrity.

All employees and members of the KHS Board of Directors are
required to act consistently with the Code.

Should you have questions regarding the Code of Conduct and/or
compliance, please contact me directly.

Thank you,

Carl R. Breining, CHC
Director of Compliance and Regulatory Affairs
Privacy Officer

Email: Carl.Breining@khs-net.com
Phone: 664-5016
Office: Compliance Department, 3rd floor, Stockdale location

KHS employees can also

report suspected ethical COM_P'.IAN C

abuses and fraud by calling TG
the Ethics Hotline at: START

1-800-500-0333

Available 24/7. All calls are
strictly confidential.

KHS Code of Conduct - 4 -
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¥ When you hear
Code of Conduct

think

63

1 2 3
TRUST RESPECT INTEGRITY

Trustis gained Treatemployees Be open,
by treating and the public ~ honest, and
otherswith  with dignity and ethical in all of

integrity and respect. our dealings.
respect.

The Code of Conduct is a cornerstone of the Kern

Health Systems Compliance Program and articulates
the standards of behavior that each one of us is
expected to observe while performing our jobs.

KHS Code of Conduct - 5 -
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Trust

is gained by treating others
with integrity & respect.

MAKE ETHICAL DECISIONS

* Follow KHS policies.

» Talk to your peers, your manager, or other KHS management.
» Use the Headline Test.

COOPERATE WITH INVESTIGATIONS

» Cooperate with all internal investigations and audits.

* Be truthful when responding to an investigation or audit.

» Never alter or destroy records in response to an investigation or audit.

'TAKE ACTION ON MISCONDUCT

. Advocate KHS values without concern for retaliation.

« Report any alleged misconduct immediately using the OPEN
DOOR POLICY. If this does not work or seem appropriate, go
to another member of management, Human Resources, or
Compliance.

KHS Code of Conduct - 6 -
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Respect

is treat employees and the public
with DIGNITY and RESPECT.

TREAT OTHERS WITH RESPECT

» Be open and honest with one another.

» Do not discriminate on the basis of race, color, religion, gender, sexual

orientation, gender identity or expression of national origin, disability,
age, covered veteran status, or any other characteristic protected by law.

PROTECT HEALTH INFORMATION

» Secure confidential patient information.
* Only disclose PHI per state and federal regulations.

HARASSMENT-FREE ENVIRONMENT ~ §
* Encourage a harassment-free work environment.

* Refuse to accept or tolerate sexual harassment, including

unwelcome sexual advances, requests for sexual favors, or
other unwelcome verbal or physical conduct of a sexual
nature.

KHS Code of Conduct - 7 -

231/ 254



KHS Board of Directors Meeting, February 8, 2018

Integrity
is being open, honest, and
ethical in all of our dealings.

ASSETS

* Do not allow others including friends and family to use KHS resources.

» Do not use KHS equipment or systems to violate the law or create, store,
or send offensive content.

» Avoid any usage that might lead to loss or damage, including the
introduction of viruses or a breach of KHS IT security.

CONFLICTS OF INTEREST

» Make decisions in the best interest of KHS' mission.

 Avoid situations that create or appear to create a conflict between
personal interests and the interests of KHS.

» Accepting outside employment requires approval from management.

ACCURATE BUSINESS RECORDS

* Remember that email and other electronic communications may be
business records; avoid exaggeration, derogatory language, and other
expressions that could be taken out of context.

* Retain, protect, and dispose of records according to policy.

GIFTS

* Do not solicit gifts, favors, or entertainment.
 Report gifts from outside vendors or providers for values greater than $50.

KHS Code of Conduct - 8 -
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The Headline Test

It's decision time...

Use the Headline Test below when faced
with an ethical dilemma.

Is it legal-

s
&
NOT SURE ¢
s
s
2

‘..

NOT SURE Is it consistent with
KHS values & policies?

Check wﬂh ol SUR;"'"'. . . '..°"‘No
1 Your Manager Wou!d it !OOI( (0] ¢
O Another Manager in print?
[ Compliance Dept. :

1 Human Resources

Ask yourself if what you said, did, or didn't say or
didn't do became a headline on the fro page of the

newspaper- would you be embarrassed or proud?
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Thank you for carefully reading the
KHS Code of Conduct and
supporting our culture of
compliance!

KERN HEALTH
SYSTEMS

Rev. 1/2018
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ATTACHMENT E Legislative Summary — February 2018

Federal Legislation — Congress shifted most of its attention to Tax Reform in Q4 2017, passing a bill late in
December. The fine for not carrying health insurance (individual mandate) was repealed in the bill, but this does
not directly impact KHS lines of business. There were no other direct offsets to Medicaid programs included in
Tax Reform. In mid-January 2018 funding for the Children’s Health Insurance Program (CHIP) was extended for 6
years. This bi-partisan program was caught up in the politics of government shutdown, but ultimately reached a
satisfactory conclusion.

State Legislation — The State legislative session reconvened in early January with their scheduled committee
meetings and bill introductions. Staff is working with our Trade Associations to monitor new bills that are
introduced and provide feedback as necessary. A list of the current bills being monitored is included below. The
Governor introduced his January Draft Budget proposal on 1/10/18. Generally, the State is expecting a surplus
and funding is slightly increasing for the Medi-Cal program. This proposal is the start of a 5-month negotiation
process with the legislature which has to come to a final agreement by June 15th.

Title Description Status
Would require that screening under EPSDT include screening services for
children 0 — 3 years old consistent with the periodicity and screening tool
established by .Brlght Futures/A_‘merlca_n A_cademy of Pediatrics 1/22/2018 - Action
AB 11 Recommendations for Preventive Pediatric Health Care and any future
(McCarty) undates From APPR.: Read
4 P ’ second time.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172
0180AB11
Would authorize a local emergency medical services agency to submit, as
£ . | ifi .
part of its em'ergency se.r\'/lces pIan,' ap a.n t9 transport speci |'ed patients 1/10/2018 - From
to a community care facility, as defined, in lieu of transportation to a .
AB 1795 eneral acute care hospital printer. May be
(Gipson) & prtal. heard in committee
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172 February 9.
0180AB1795
CAHP/LHPC Oppose
Significantly expands the Autism coverage requirements in ways not
i . 1/22/2018 - i
$B 399 supported by literature /22/2018 - Action
(Portantino) From APPR.
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtmI?bill_id=201720 | SUSPENSE FILE:
180SB399 Read second time
and amended
This bill would require the State Department of Health Care Services to
establish, no later than July 1, 2019, a statewide peer, parent, transition-
age, and family support specialist certification program, as a part of the 01/18/18 - From
state’s comprehensive mental health and substance use disorder delivery | printer. May be
SB 906 (Beall) .
system and the Medi-Cal program. acted upon on or
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172 | after February 17.
0180SB906
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Open Projects

ATTACHMENT G

Kern Health Systems
2017 Project Summary — Q4

KERN HEALTH
SYSTEMS

Project Title Start Date | End Date Percent Comments
Complete
Alchemy System Replacement 1/2017 12/2018 50% Project extended to 2018 to include
converting all business areas —
Implementation of software and
Phase | migration completed in
2017
Palliative Care 9/2017 3/2018 90% Regulatory project being executed,
January 2018 deadlines were met
Completed Projects
Project Title Start Date | End Date el By
Comments

274 Provider Data Improvement 1/2016 1/2018 | Complied with new state requirements

Alternative Payment Methodology 2/2017 12/2017 | Procured vendor to conduct analysis and
identify potential APM opportunities for
KHS. Phase 2 implementation is scheduled
for 2018.

Department Dashboards 2/2017 12/2017 | Implements new Executive, Member
Services, and Claims Dashboards. Additional
departments are scheduled in a project for
2018.

EDI Edifecs Implementation 1/2017 12/2017 | Implemented new Edifecs Tool and
converted the HL7, 270, 271, and 837i
transactions. A 2018 project will continue
converting additional transactions.

Health Homes Implementation 10/2016 12/2017 | Launched KMC and OMNI Health Home
Programs in 2017
A new project has been scheduled in 2018
to establish 3 additional programs

Medical Management Platform 12/2016 12/2017 | Phase | for Utilization Management was

Implementation — Phase | successfully implemented, additional phases
on calendar for 2018

Member Rewards Implementation 5/2017 10/2017 | Project merged with Health Homes Project,
Health Homes members are receiving
incentives

Outsource Non-Emergency 10/2016 11/2017 | Improved our transportation service to

Medical Transportation members and complied with updated
transportation regulations

Provider/Member Portal 4/2016 12/2017 | Launched new Member Portal in March,

Implementation 2017 and new Provider Portal in November,
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2017
Portal Enhancements 9/2017 12/2017 | Project merged with Provider/Member
Portal Implementation Project
Ql Site Review Automation 3/2016 10/2017 | Procured and implemented 3" party tool to

provide electronic form entry for 3
department forms
Benefits to be measured in Q2

QNXT Upgrade 10/2016 3/2017 | Increased Claims Auto Adjudication to 75%
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KERN HEALTH SYSTEMS
BOARD OF DIRECTORS
NEW VENDOR CONTRACTS
FEBRUARY 8, 2018

. . . Practicing in the Dignity
- Neurological Surgery Associates 3838 San Dimas St Ste A-140 . D
Philip Rosenthal, MD PC Neurosurgery Bakersfield CA specialty ste. (New Individual 3/1/2018
Contract)
. Practicing in the Dignity
Benjamin Serxner, MD Benjamin Serxner, Md, Inc Neurosurgery 3838 Sa.n Dimas St Ste A-140 specialty ste. (New Individual 3/1/2018
Bakersfield CA
Contract)
. . Skilled Nursing, Home |2112 24th St. Ste. 5
Ace 1 Homehealth Services, Inc. [Ace 1 Homehealth Services, Inc. Health Bakersfield CA 3/1/2018
1/30/2018
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KERN HEALTH SYSTEMS
BOARD OF DIRECTORS
TERMED CONTRACTS

FEBRUARY 8, 2018

The Limousine Scene

Transportation

401 Ming Ave, Bakersfield CA
93307

ALC was not giving them runs,
they were only doing 1 or2 a
month, therefore they
decided to term contract.

1/10/2018

Delano District Medical Center

North Kern South Tulare
Hospital District

PCP Facility

1004 14th Ave, Delano CA
93215

They moved over with Gloria
Nelson Center. They have the
same Tax |ID#.

12/27/2017

Hua L. Lin, M.D. Inc.

Gastroenterology

2225 19th Street, Bakersfield
CA 93301

He is retiring

1/8/2018

Shyi-Tang Shiue, MD

Pulmonary Disease

1700 C Street, Bakersfield CA
93301

Did not give a reason.

1/9/2018
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SUMMARY

FINANCE COMMITTEE MEETING

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

Friday, December 8, 2017

8:00 A.M.

COMMITTEE RECONVENED AT 8:00 A.M.
Members present: Deats, McGlew, Melendez
Members absent: Casas, Rhoades

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

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED
WITH A “CA” WERE CONSIDERED TO BE ROUTINE AND APPROVED BY ONE
MOTION.

COMMITTEE ACTION SHOWN IN CAPS

PUBLIC PRESENTATIONS

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

NO ONE HEARD

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD
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CA-3)

4)

5)

6)

7

8)

9)

Summary Page 2
Finance Committee Meeting 12/8/2017
Kern Health Systems

Minutes for KHS Finance Committee meeting on October 6, 2017 -
APPROVED
Melendez-McGlew: 3 Ayes; 2 Absent — Casas, Rhoades

Report on KHS investment portfolio for the third quarter ending September 30, 2017
(Fiscal Impact: None) — JON SAMPSON, UBS FINANCIAL, HEARD;

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

Proposed Retroactive Amendment No. 20 to Physician Services Agreement and
Amendment No. 39 to Hospital and Other Facility Services Agreement with Kern
Medical relating to services for Medi-Cal SPD enrollees pursuant to the
Intergovernmental Agreement regarding the transfer of public funds between the
County of Kern and the California Department of Health Care Services (Fiscal Impact:
None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Melendez-McGlew: 3 Ayes; 2 Absent — Casas, Rhoades

Proposed policy with OPTUM for reinsurance to mitigate costs incurred by Kern
Health Systems for members with high dollar inpatient admissions from January 1,
2018 through December 31, 2018 in an amount not to exceed $0.47 per member per
month (Fiscal Impact: $1,371,014 estimated; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

McGlew-Melendez: 3 Ayes; 2 Absent — Casas, Rhoades

Proposed Kern Health Systems 2018 Operating and Capital Budgets (Fiscal Impact:
None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

McGlew-Deats: 3 Ayes; 2 Absent — Casas, Rhoades

Proposed Budget Request for 2018 Project Consulting Professional Services, from
January 1, 2018 through December 31, 2018 (Fiscal Impact: $2,959,453; Budgeted) —
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

McGlew-Melendez: 3 Ayes; 2 Absent — Casas, Rhoades

Proposed Agreement with Optum, Inc, to provide Claims Edit Platform Solution,
maintenance and support in an amount not to exceed $1,624,098; additionally
include purchase of hardware, software and professional services to support
installation and deployment $1,007,030, from December 14, 2017 through December
14, 2020 (Fiscal Impact: $2,631,128; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Melendez-McGlew: 3 Ayes; 2 Absent — Casas, Rhoades
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Summary Page 3
Finance Committee Meeting 12/8/2017
Kern Health Systems

10) Proposed Amendment with ZeOmega, Inc, for the implementation of the third phase
of the Jiva Software Platform in an amount not to exceed $338,875; additionally
include professional services to support installation and function not to exceed
$2,669,086, from January 1, 2018 through December 31, 2018 (Fiscal Impact:
$3,007,961; Budgeted) —

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

NOTE — DIRECTOR MELENDEZ LEFT THE DAIS AT 9:35 A.M. AND DID NOT
RETURN

11) Report on Kern Health Systems financial statements for September 2017 and
October 2017 (Fiscal Impact: None) —
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Deats: 2 Ayes; 3 Absent — Casas, Melendez, Rhoades

12) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through QNXT
system for September 2017 and October 2017 (Fiscal Impact: None) —

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

ADJOURN TO FRIDAY, FEBRUARY 2, 2018 AT 8:00 A.M.

AMERICANS WITH DISABILITIES ACT
(Government Code Section 54953.2)

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