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KERN HEALTH
SYSTEMS

REGULAR MEETING OF THE
BOARD OF DIRECTORS

Thursday, June 14, 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, June 14, 2018

AGENDA

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

Regular Meeting
Thursday, June 14, 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)) —

2) PUBLIC EMPLOYEE PERFORMANCE EVALUATION
Title: Chief Executive Officer (Government Code Section 54957) —
8:30 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 6/14/2018
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 April 12,
2018 (Fiscal Impact: None) —
APPROVE

Presentation of the 2018 ACAP “Making a Difference” Award to Amy Carrillo, Kern
Health Systems Member Services Supervisor (Fiscal Impact: None) —
MAKE PRESENTATION

Report from Association for Community Affiliated Plans, Washington, D.C. update
(Fiscal Impact: None) —
RECEIVE AND FILE
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Regular Meeting

Report on Kern Health Systems relocation (Fiscal Impact: None) —
RECEIVE AND FILE

Report on Department of Health Care Services Alternative Access Standards,
effective July 1, 2018 (Fiscal Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems Health Homes Program (Fiscal Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems investment portfolio for the first quarter ending
March 31, 2018 (Fiscal Impact: None) —
RECEIVE AND FILE

Proposed renewal and binding of employee benefit plans for medical, vision,
dental, life insurance, short-term and long-term disability, and long-term care
effective September 1, 2018 (Fiscal Impact: $5,740,000 Estimated; Budgeted) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Proposed renewal and binding of insurance coverages for general liability, crime,
property, workers’ compensation, fiduciary liability, excess cyber insurance,
managed care errors and omissions, earthquake insurance and flood insurance
from July 1, 2018 through June 30, 2019 (Fiscal Impact: $640,000 Estimated;
Budgeted) —

APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Proposed Agreement with Stria, LLC, for Optical Character Recognition (OCR)
services for paper medical claims from June 14, 2018 through June 14, 2021, in
an amount not to exceed $1,137,514 (Fiscal Impact: $1,137,514; Budgeted) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Proposed Amendment to American Logistics Company, LLC Agreement, for the
administration of the Non-Emergency Medical Transportation Services, from April
17, 2017 through April 17, 2019 (Fiscal Impact: $3,710,556; Not-Budgeted) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Proposed Amendment No. 41 to Hospital and Other Facility Services Agreement
with Kern Medical for AB 85 to Cost funding provided by the Department of Health
Care Services to bring Kern Medical up to cost for services provided to the Medi-
Cal Expansion population for FY 16-17 for a maximum amount of $15,426,391 for
the Base Rate and $546,977 for the Rate Range (Fiscal Impact: None) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

Report on Kern Health Systems 2018 Ad Campaign (Fiscal Impact: None) —
RECEIVE AND FILE
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18) Report on Kern Health Systems financial statements for February 2018, March
2018 and April 2018 (Fiscal Impact: None) —
RECEIVE AND FILE

CA-19) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for February 2018, March 2018 and April 2018 (Fiscal Impact: None) —
RECEIVE AND FILE

CA-20) Proposed Kern Health Systems provider contracts (rates confidential per Welfare
and Institutions Code Section 14087.38(m)) —
APPROVE; AUTHORIZE CHIEF EXECUTIVE OFFICER TO SIGN

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

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

CA-23) Proposed modifications to Kern Health Systems formulary (Fiscal Impact: None) —
APPROVE

CA-24) Miscellaneous Documents —
RECEIVE AND FILE

A) Minutes for KHS QI/UM Committee meeting on February 22, 2018
B) Minutes for KHS Finance Committee meeting on April 6, 2018

ADJOURN TO AUGUST 9, 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, April 12, 2018

8:00 A.M.
BOARD RECONVENED

Directors present: Rhoades, McGlew, Hoffmann, Hinojosa, Melendez, Patel,
Patrick, Stewart

Directors absent: Deats, Brar, Casas, Judd

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
McGlew

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

REPORT ON ACTIONS TAKEN IN CLOSED SESSION —
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SUMMARY - Board of Directors Page 2
Kern Health Systems 4/12/2018
Regular Meeting

Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING MARCH
2018 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 HOFFMANN ABSTAINED FROM
VOTING ON BAINS, BARROSO-PEREZ, VILLACHICA; DIRECTOR
STEWART ABSTAINED FROM VOTING ON BAINS, BARROSO-PEREZ,
VILLACHICA

Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING MARCH 2018 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 HOFFMANN ABSTAINED FROM
VOTING ON ATWAL-KHANNA, KLANG; DIRECTOR STEWART
ABSTAINED FROM VOTING ON ATWAL-KHANNA, SHARMA

Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING APRIL
2018 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

Item No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING APRIL 2018 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 HOFFMANN ABSTAINED FROM
VOTING ON CLINICA SIERRA VISTA — RADIOLOGY, RUSSELL;
DIRECTOR MCGLEW ABSTAINED FROM VOTING ON MONTES;
DIRECTOR STEWART ABSTAINED FROM VOTING ON CLINICA SIERRA
VISTA — RADIOLOGY, RUSSELL

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
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SUMMARY - Board of Directors Page 3
Kern Health Systems 4/12/2018
Regular Meeting

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

Minutes for Kern Health Systems Board of Directors regular meeting on
February 8, 2018 (Fiscal Impact: None) —

APPROVED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report by Daniells Phillips Vaughan & Bock on the audited financial
statements of Kern Health Systems for the year ending December 31, 2017
(Fiscal Impact: None) — NANCY BELTON, SHANNON WEBSTER,
DANIELLS PHILLIPS VAUGHAN & BOCK, HEARD; APPROVED
McGlew-Melendez: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report on Request for Statement of Qualifications — Subcontractors (Fiscal
Impact: None) — GREGORY BYNUM, GREGORY D. BYNUM AND
ASSOCIATES, HEARD; APPROVED

Stewart-Hinojosa: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Proposed Retroactive Amendment No. 40 to Hospital and Other Facility
Services Agreement with Kern Medical for Base Rate and Rate Range for
Services Provided to Medi-Cal Optional Expansion Enrollees for the period
January 1, 2017 through June 30, 2017 for a maximum amount of $8,014,366
for the Base Rate and $580,320 for the Rate Range pursuant to the
Intergovernmental Agreement regarding the transfer of public funds between
the County of Kern and the California Department of Health Care Services
(Fiscal Impact: None) —

APPROVED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Proposed Agreement with Office Ally, to process and submit electronic
medical claims from providers and institutions directly to KHS, from April 12,
2018 through April 12, 2021, in an amount not to exceed $0.25 per claim
(Fiscal Impact: $175,000 estimated annually; Budgeted) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Proposed Retroactive Agreement with McKesson, to provide ClaimCheck
claims review software, maintenance and support, March 6, 2018 through
October 5, 2018, in an amount not to exceed $332,894 (Fiscal Impact:
$332,894; Budgeted) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd
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Kern Health Systems 4/12/2018
Regular Meeting

Report on Department of Health Care Services Medical Audit Results for the
period August 1, 2016 through July 31, 2017 (Fiscal Impact: None) —
RECEIVED AND FILED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report on Kern Health Systems quarterly 2018-2020 Three Year Strategic
Plan update (Fiscal Impact: None) —

RECEIVED AND FILED

Stewart-Patrick: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report on State of California’s proposed 2018 legislation of interest to Kern
Health Systems (Fiscal Impact: None) —

RECEIVED AND FILED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report on Kern Health Systems financial statements for December 2017 and
January 2018 (Fiscal Impact: None) —

RECEIVED AND FILED

McGlew-Patel: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for December 2017 and January 2018 (Fiscal Impact: None) —
RECEIVED AND FILED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

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

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Proposed appointment of Jeremiah Joson, Pharm.D, and Joseph Tran,
Pharm.D, to the Kern Health Systems Pharmacy & Therapeutic Committee
(Fiscal Impact: None) —

APPOINTMENTS MADE

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

Proposed modifications to Kern Health Systems formulary (Fiscal Impact:
None) —

APPROVED

Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

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

RECEIVED AND FILED

Hoffmann-Hinojosa: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd
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Regular Meeting

19) Kern Health Systems Chief Medical Officer report (Fiscal Impact: None) —
RECEIVED AND FILED
Patel-Rhoades: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

20) Kern Health Systems Chief Executive Officer report (Fiscal Impact: None) —
RECEIVED AND FILED
Patel-Rhoades: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

CA-21) Miscellaneous Documents —
RECEIVED AND FILED
Patrick-McGlew: 8 Ayes; 4 Absent — Deats, Brar, Casas, Judd

A) Minutes for KHS QI/UM Committee meeting on November 16, 2017
B) Minutes for KHS Finance Committee meeting on February 2, 2018

ADJOURN TO THURSDAY, JUNE 14, 2018 AT 8:00 A.M.
McGlew

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

11/298






KHS Board of Directors Meeting, June 14, 2018

KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Douglas A Hayward, CEO

Date: June 14, 2018

Re: 2018 ACAP “Making a Difference” Award Presentation

Background

I am honored to announce that Amy Carrillo, KHS Member Services Supervisor, has been
awarded the ninth annual Association for Community Affiliated Plans (ACAP) “Making a
Difference” Award.

Making a Difference Award

The national award recognizes an employee at an ACAP-member Medicaid (Medi-Cal in
California) Health Plan who goes far beyond the boundaries of their job description in efforts to
improve their community, support underserved populations, and fulfill community
needs. Awardees are selected by a group of human resources directors from ACAP-member
health plans on how well they support ACAP’s principles of advocacy for beneficiaries’ care,
access to quality health care, and a commitment to the public good. The announcement came in
March 2018 at the ACAP Spring Board Meeting.

Jennifer Babcock, ACAP’s Vice President for Medicaid Policy & Director of Strategic
Operations, will present a plague to Amy and a $500 donation to the Valley Fever Americas
Foundation (the charity of Amy’s choice). Amy will also be highlighted in an upcoming edition
of ACAP Community News. Attached is the nomination letter | had the privilege to submit for
this prestigious award and highlights from the announcement that took place in April.

About Association for Community Affiliated Health Plans (ACAP)

The Association for Community Affiliated Plans (ACAP) represents 61 health plans dedicated to
improving the health of wvulnerable populations through the support of Medicaid-focused
community affiliated health plans. ACAP health plans believe in the value of managed care to
promote continuity and quality of care and continually strive to offer innovative programs to
address the health care needs of the population they serve. ACAP plans share a collective
mission to improve the communities they serve through:
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» Community health and health promotion;
* Access to quality care; and
* Quality of care and equity for low-income and disenfranchised populations.

About Valley Fever Americas Foundation

It was founded in 1995 by Bakersfield Rotarians concerned about the impact of Valley Fever on
the community and on all endemic regions. Due to the nature of the disease, the only practical
way to prevent Valley Fever is through development of a vaccine, a project the foundation has
been devoted to promoting since its inception. Their goal is to promote awareness and raise
funds to support promising academic and medical research on the fungus which causes Valley
Fever, in efforts to produce a vaccine or a cure.

Requested Action

Receive and File.
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KERN HEALTH
SYSTEMS

February 22, 2018

Ms. Margaret A. Murray — CEO
Association for Community Affiliated Plans
1155 15" Street NW, Suite 600
Washington, DC 20005

Dear Ms. Murray,

| am honored to nominate Amy Carrillo, Member Services Supervisor, for the 2018 ACAP
Making a Difference Award. Amy has long exemplified a strong commitment to serving our
members, providers and the community through her different roles in the Member Services
Department and her 18 years of dedicated service to Kern Health Systems (KHS). She is an
excellent team leader and highly respected by her peers. This is most evident as her coworkers
voted her the 2016 KHS Employee of the Year. Her dedication to making her community a
better place to live extends beyond being a valued KHS employee.

Amy’s work related contributions are endless, but | am privileged to highlight some of her most
recent accomplishments. Amy participated in the development of the new Kern Family Health
Care (KFHC) Member Portal. The new member portal is a first for the Plan, and offers many
self-service features to our membership population. Amy’s experience enabled her to
recommend many beneficial self-service functions of the member portal in an effort to improve
the member experience and to increase access for members to receive quality customer service
from the KHS Member Services Department. Although the portal was released to our members
last year, her enthusiasm to improve the member experience continues, as she’s dedicated to
enhancing our member portal.

Amy is committed to meeting the needs of all KFHC members. One such example was how she
collaborated with the Executive Director of the Center for Sexuality and Gender Diversity to
bring guest speakers to give a presentation to the Member Services staff regarding the health
care needs of the Gay, Lesbian, Bisexual and Transgender community of Kern County. This
training was the first of its kind for KHS staff and it was very well received by the KHS team and
will be expanded to include other member facing departments at KHS. A second example was
for a member suffering with end stage liver failure. The member lost her Medi-Cal coverage on
a technicality with her eligibility. Over several weeks, Amy worked diligently with the family
and the County to assure the County received all information necessary to reinstate her
coverage and continue her treatment.

Amy’s biggest impact in her leadership role is overseeing the KHS Member Grievance team
where she aggressively advocates for KFHC Members so as to improve their health and

9700 Stockdale Highway, Bakersfield, CA 93311-3617

(661) 664-5000 * Fax (661) 664-5151
www.kernheaithsystems.com The Heart of Kern Family Health Care
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Letter to Margaret A. Murray
February 21, 2018
Page 2

wellbeing. She provides her undivided attention to those who so desperately want to be heard,
but sometimes feel their voices are drowned out. Amy does not hesitate to reach out to her
colleagues, including the management team and KHS providers, to help resolve member
grievances or challenges. She also takes a lead role with California State Auditors when
discussing KHS Grievance and Appeals policies and procedures during Member Rights reviews
that take place frequently.

As a good corporate citizen, KHS is committed to improving the lives of our members by
supporting community based organizations that meet the needs of our member population.
Amy embodies that commitment, as she can always be counted on to support community
events and KHS fundraising teams that benefit organizations such as the March of Dimes,
American Cancer Society, American Heart Association and the Valley Fever of Americas
Foundation. She is one of our strongest supporters and top employee fundraisers year after
year — giving of her personal time to participate in community events or to fundraise to support
our community partners. Some unique and rewarding fundraising efforts Amy conducts
include: baking cookies to sell to employees, organizing a “Buncos for Babies” event annually
benefitting the March of Dimes March for Babies Walk, participating in the KHS Chili Cook-off as
a committee member and participant to raise money for the March of Dimes and organizing a
Bingo event for KHS staff, family members and friends to benefit the American Heart
Association. As a cancer survivor and currently fighting Valley Fever, Amy has a passion to
support these non-profits and other community organizations devoted to improving the life
and wellbeing of Kern County citizens.

Amy is clearly an outstanding accomplished professional, a strong mentor to her team and
members we serve, and she’s committed to improving the community we call home. |
respectfully request that you give strong consideration to bestow upon Amy Carrillo the 2018
ACAP Making a Difference Award.

f&'

Best regards,

/ ' G
/ /7 Ll At/
/[ / / =~ 7 7

Douglas A. Hayward
Chief Executive Officer
Kern Health Systems

cc: Ms. Deborah Kilstein
ACAP Vice President for Quality Management and Operational Support

Mr. Alan Avery
KHS Chief Operating Officer
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Douglas Hayward, CEO

Date: June 14, 2018

Re: ACAP Update on Washington DC

Background

The Association for Community Affiliated Plans (ACAP) is a national trade association with the
mission to strengthen not-for-profit Safety Net Health Plans in their work to improve the health of
lower-income and vulnerable populations.

Jennifer Babcock, Vice President of Medicaid Policy & Director of Strategic Operations for ACAP
will be on site to deliver an update on what’s happening in Washington DC with relevance to KHS
(see speaker bio attached).

The attached presentation includes discussion on the upcoming mid-term elections, ACAP’s
current legislative efforts, and ACAP’s work with the current Administration.

Requested Action

Receive and File.
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Bio- Jennifer McGuigan Babcock

Vice President for Medicaid Policy and Director of Strategic Operations,
ACAP

Jennifer McGuigan Babcock is ACAP’s Vice President for Medicaid Policy and Director of
Strategic Operations. She was recently appointed to direct ACAP’s Medicaid policy work after
spending over four years as ACAP’s Vice President for Exchanges. And this is her second tour at
ACAP; in 2010, she served the Eligibility and Enrollment team within the Office of Health
Insurance Exchanges in the Department of Health and Human Service’s Office of Consumer
Information and Insurance Oversight (OCIIO, now known as CCI10), focusing primarily on the
interplay between Medicaid and Exchange coverage.

Before joining OCIIO, Jennifer served as ACAP’s Director of Policy, working primarily on
Medicaid and CHIP health plan issues. Previously, she worked on policy related to Medicaid,
CHIP, the uninsured, and private health insurance in the Office of Health Policy for the Assistant
Secretary for Planning and Evaluation (ASPE) at the Department of Health and Human Services.
She has also held positions with CHIP at the Centers for Medicare & Medicaid Services as
special assistant to the Deputy Secretary of Health Care Financing at the Maryland Department
of Health and Mental Hygiene, and as an associate consultant with The Lewin Group in Falls
Church.  Jennifer also served as an MPH Fellow at the Consumer Health Foundation in
Washington, D.C., and as Executive Director of the Lovelight Foundation, an anti-poverty
organization in Detroit. She has a Masters of Public Health from the University of Michigan,
Department of Health Management and Policy, and a Bachelor of Arts in English from
Kalamazoo College in Michigan.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A. Hayward, CEO
Date: June 14, 2018

Re:  New Building Construction Update & Bid Awards

Background:

Kern Health Systems (KHS) published a Notice Inviting Bids to the pre-qualified Flooring, Brick
Veneer and Solar Contractors. The 2™ invitation to bid for these services was published on April
16, 2018 and formal bids were due May 9, 2018.

The lowest, responsive responsible bidders were Michael Flooring, Inc. and American Tile &
Brick Veneer Inc. The solar bid will be postponed at this time as we are performing analytics
and will provide the Board of Directors solar options at a later time.

Construction Budget Contingency:  Since the initial discovery of oil stained dirt,
miscellaneous concrete, and construction debris, there were a few more discoveries which have
been remediated. An abandoned septic tank and more debris was uncovered. When the initial
construction budget was presented and approved, a contingency was not included. Industry
standard is a 5-7% contingency allowance that would be used for such discoveries and
remediation activities.

Emily Duran and Greg Bynum will update the Board on the construction progress.
Requested Action:
1. Recommend KHS Board of Directors authorize CEO to execute Flooring Contract with

the lowest, responsive bidder and novate agreement to General Contract: SC Anderson
for an amount not to exceed $582,468.
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2. Recommend KHS Board of Directors authorize CEO to execute Brick Veneer Contract
with the lowest, responsive bidder and novate agreement to General Contract: SC
Anderson for an amount not to exceed $389,000.

3. Recommend KHS Board of Directors authorize of a 5% general construction contingency
totaling $1,400,000.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A. Hayward, CEO
Date: June 14t 2018

Re: Alternative Access Standards for Kern Health Systems

Background

Timely access to care for Medi-Cal members must follow predetermined time and distance
standards regardless of circumstances unless the Department of Health Care Services (DHCS)
agrees to alternative access standards requested by the health plan.

Given the rural nature of Kern County and proximity to medical services (particularly specialty
care) meeting these standards is difficult. Consequently, KHS requested DHCS consider
alternative access standards (for certain medical services) for Kern County. DHCS agreed to
review KHS’s request and concluded access standards would be modified in accordance with
KHS’s request. Enclosed is DHCS’s letter approving KHS request to use alternative access time
and distance standards effective July 1%, 2018.

Requested Action

Receive and file
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State of California—Health and Human Services Agency
DHCS

§% Department of Health Care Services

JENNIFER KENT EDMUND G. BROWN JR.

DIRECTOR m ‘ 7 mla GOVERNOR

Carl Breining, Compliance Officer
Kern Health System

9700 Stockdale Highway
Bakersfield, CA 93311

RE: Alternative Access Standard Request Determination

Dear Mr. Hayward:

On March 20, 2018, Kern Health System submitted an Alternative Access Standard (AAS)
request to the Department of Health Care Services (DHCS), requesting alternate time and
distance standards for obstetrics/gynecology (OB/GYN) primary care physicians, hospital,

pharmacy, core standards. DHCS grants Kern Health System AAS request, as provided in
Attachment A. DHCS’ determinations take effect July 1, 2018.

MCPs may submit AAS requests at any point throughout the year; however, requests must be
submitted annually and received no later than 105 days before the contract year (CY) begins to
be considered for the annual network certification. DHCS will attempt to expedite any AAS
requests received less than 105 days before the CY begins, but cannot guarantee a decision
prior to the certification date.

DHCS requires Kern Health System to resubmit annually to be reevaluated by DHCS. DHCS
may revoke an approved alternative access standard if the approved standard is no longer
necessary or if an inconsistency is discovered in the initial request. If an approved standard is
revoked or denied, Kern Health System may resubmit the AAS request at a later date if an
alternative access standard becomes necessary.

Please review DHCS' findings in Attachment A. If Kern Health System has any questions,
please contact MCQMDNAU@dhcs.ca.gov for further assistance.

Sincerely,

Y

Nathan Nau, Chief
Managed Care Quality and
Monitoring Division

Enclosure

Managed Care Quality and Monitoring Division
1501 Capitol Avenue, P.O. Box 997413, MS 4400
Sacramento, CA 95899-7413
Phone (916) 449-5000 Fax (916) 449-5005
www.dhcs.ca.gov

40/298



Page 2

ceCl

Yvonne Harden, Contract Manager
Department of Health Care Services
Medi-Cal Managed Care Division
P.O. Box 997413, MS 4408
Sacramento, CA 95899-7413

Michael Hodnett, Attorney, Office of Plan Monitoring
Department of Managed Health Care

980 9th Street, Suite 500

Sacramento, CA 95814

KHS Board of Directors Meeting, June 14, 2018
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Attachment A

County Zip Code | Request Type _,__‘_nv wmn:mmwmn_ DHCS Rationale - DHCS - Additional Notes
Minutes | Miles Minutes | Miles

Kern 93205 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93516 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93518 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93504 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93505 PCP-OB/GYN 60 60 Approve 60 60 N/A
Kern 93519 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93523 PCP-OB/GYN 65 65 Approve 65 &5 N/A
Kern 93524 PCP-OB/GYN 65 65 Approve 65 65 N/A
Kern 93226 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93238 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93240 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93501 PCP-OB/GYN 60 60 Approve 60 60 N/A
Kern 93502 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 83255 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93560 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93561 PCP-OB/GYN 45 45 Approve 45 45 N/A
Kern 93283 PCP-OB/GYN 50 50 - Approve 50 50 N/A
Kern 93285 PCP-OB/GYN 55 55 Approve 55 55 N/A
Kern 93287 PCP-OB/GYN 40 40 Approve 40 40 N/A
Kern 93249 Pharmacy 65 G5 Approve 65 65 N/A
Kern 93249 Hospitals 65 65 Approve 65 65 N/A
Kern 93203 Hospitals 35 35 Approve 35 35 N/A

Partial approval at a lesser distance due to known

Kern 93516 Hospitals 60 60 Partial Approval _ 10 Eo.sama mﬁ.m closer a_.mﬁm:n.m. :nw:.m plan _‘mncm.mﬁ

additional mileage, the plan is required to provide

additional information regarding contracting efforts.

Partial approval at a lesser distance due to known

. 3 providers at a closer distance. If the plan request

Kern 93206 Hospitals 45 40 Partial Approval ) 30 , additional mileage, the plan is required to provide

additional information regarding contracting efforts.
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Attachment A
County | Zip Code z”.““Mmﬂ Specialist Type, If Applicable me._M“HM or County Size Standa _.im gﬂ_m”“mn:”“”_wm DHCS Rationale Eicﬂmmm:._nmgm_mm
Kern 93249 | Specialist Dermatology Adult 45miles/75 mins 95 95 Approve 95 | 95
Kern 93249 Specialist Dermatology Pediatric 45miles/75 mins 95 95 Approve a5 95
Kern 93516 | Specialist Endecrinclogy Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Endocrinology Pediatric Small; 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist ENT/Otolaryngology Adult Small: 45miles/75 mins 90 20 Approve 90 20
Kern 93516 | Specialist ENT/Otolaryngology Pediatric Stmall: 45miles/75 mins 90 90 Approve 20 a0
Kern 93523 | Specialist £NT/Otolaryngology Adult Small; 45miles/75 mins a0 90 Approve 30 90
Kern 93523 | Specialist ENT/Otolaryngology Pediatric Small: 45miles/75 mins a0 90 Approve 90 90
Kern 93524 | Specialist ENT/Otolaryngology Adult Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93524 | Specialist ENT/Otolaryngology Pediatric Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93528 | Specialist £NT/Otolaryngology Adult Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93528 | Specialist ENT/Otolaryngology Pediatric Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93560 | Specialist ENT/Otolaryngology Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93560 | Specialist ENT/Otolaryngology Pediatric Small: 45miles/75 mins 35 85 Approve 85 85
Kern 93527 | Specialist ENT/Otolaryngology Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93527 | Specialist ENT/Ctolaryngology Pediatric Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Hematology Adult Small: 45miles/75 mins 95 95 Approve 95 95
Kern 93516 | Specialist Hematology Pediatric Small: 45miles/75 mins 95 95 Approve 95 95
Kern 93523 | Specialist Hematclogy Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93523 | Specialist Hematology Pediatric Srall: 45miles/75 mins 85 85 Approve 85 85
Kern 93523 | Specialist | HIV AIDS/Infectious Disease Pediatric Small: 45miles/75 mins 90 a0 Approve 90 90
Kern 93523 | Specialist | HiV AlDS/Infectious Disease Adult Small: 45miles/75 mins 90 a0 Approve 90 90
Kern 93524 Specialist HiV AIDS/Infectious Disease Pediatric 45miles/75 mins 90 80 Approve 90 90
Kern 93524 | Specialist | HIV AIDS/Infectious Disease Adult 45miles/75 mins 90 90 Approve 90 90
Kern 93527 | Specialist | HIV AIDS/Infectious Disease Pediatric 45miles/75 mins 85 85 Approve 85 85
Kern 93527 | Specialist | HIV AIDS/Infectious Disease Adult 45miles/75 mins 85 85 Approve 85 85
Kern 93560 | Spercialist | HIV AIDS/Infectious Disease Pediatric 45miles/75 mins 85 85 Approve 85 85
Kern 93560 | Specialist | HIV AIDS/Infectious Disease Adult 45miles/75 mins 85 85 Approve 85 85
Kern 93528 Specialist HEV AIDS/Infectious Disease Pediatric 45miles/75 mins 90 90 Approve 90 80
Kern 93528 | Specialist | HIV AIDS/Infectious Disease Adult 45miles/75 mins 90 20 Approve 90 90
Kern 93527 | Specialist Nephrology Pediatric 45miles/75 mins 85 85 Approve 85 35
Kern 93527 | Specialist Nephrology Adult 45miles/75 mins 85 85 Approve 35 25
Kern 93528 | Specialist Nephrology Pediatric 45miles/75 mins 85 85 Approve 85 85
Kern 93528 | Specialist Nephrology Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Nephrology Pediatric Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Nephrology Aduft Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93249 | Specialist Nephrology Pediatric Small; 45miles/75 mins 85 85 Approve 85 85
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Kern 93249 Specialist Nephrology Aduit Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Ophthalmology Pediatric Small: 45miles/75 mins 85 95 Approve 95 95
Kern 93516 Specialist Ophthalmoiogy Adult Small: 45miles/75 mins 95 95 Approve 95 95
Kern 93523 Speciaiist Qphthalmology Pediatric Small: 45miles/75 mins 90 90 Approve 30 90
Kern 93523 | Specialist Ophthalmology Aduit Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93524 | Specialist Ophthaltmology Pediatric 45miles/75 mins 90 90 Approve 90 90
Kern 93524 Specialist Ophthalmology Adult 45miles/75 mins 90 90 Approve 90 90
Kern 93527 | Specialist Ophthalmology Pediatric 45miles/75 mins 85 35 Approve 85 85
Kern 93527 | Specialist Ophthalmoelogy Adult 45miles/75 mins 85 85 Approve 85 85
Kern 93528 Specialist Ophthalmelogy Pediatric 45miles/75 mins 90 90 Approve a0 90
Kern 93528 | Specialist Ophthalmology Adult Stall: 45miles/75 mins 90 90 Approve 90 90
Kern 93516 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 95 95 Approve 95 95
Kern 93516 Specialist Physical Medicine Rehab Aduh Small: 45miles/75 mins a5 95 Approve 95 95
Kern 93523 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93523 | Specialist Physical Medicine Rehab Adult Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93524 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93524 | Specialist Physical Medicine Rehab Adult Small: 45miles/75 mins 920 90 Approve 90 90
Kern 93527 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 35 85 Approve 85 85
Kern 93527 | Specialist Physical Medicine Rehab Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93528 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 90 90 Approve 90 90
Kern 93528 | Specialist Physical Medicine Rehab Adult Small: 45miles/75 mins 920 90 Approve 90 90
Kern 93249 | Specialist Physical Medicine Rehab Pediatric Small: 45miles/75 mins 80 80 Approve 90 30
Kern 93249 | Specialist Physical Medicine Rehab Adult Small: 45miles/75 mins 80 80 Approve 90 90
Kern 93560 Specialist Physical Medicine Rehab Pediatric Smail: 45miles/75 mins 85 &5 Approve 85 85
Kern 93560 | Specialist Physicat Medicine Rehab Adult Small: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Pulmonology Pediatric Smatl: 45miles/75 mins 85 85 Approve 85 85
Kern 93516 | Specialist Pulmonology Adult Smail: 45miles/75 mins 85 85 Approve 85 85
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Partial approval at a lesser distance due to known
' i i L i
Kern 93504 Hospitals 35 35 Partial Approval - 30 providers at a closer distance. If the plan request
additional mileage, the plan is required to provide
additional infermation regarding contracting efforts.
Kern 93505 Hospitals 35 35 Approve 35 35 N/A
Kern 93519 Hospitals 45 45 Approve 45 45 N/A
Partial approval at a lesser distance due to known
id t a closer distance. If the plan est
Kern 93523 Hospitals a5 45 Partial Approval _u3.<._ ers 8 .m .m X plan requ ] ¢
additional mileage, the plan is required to provide
additional information regarding contracting efforts.
Partial approval at a lesser distance due to known
roviders at a closer dist . If the ptan request
Kern 93524 Hospitals 45 45 Partial Approval P . B s m:n.m . P d .,
additional mileage, the plan is required to provide
additional information regarding contracting efforts.
Kern 93224 Hospitals 40 40 Approve 40 40 N/A
Kern 93225 Hospitals 50 50 Approve 50 50 N/A
Kern 93243 Hospitals 50 50 Approve 50 50 N/A
Kern 93252 Hospitals 50 50 Approve 50 50 N/A
Kern 93251 Hospitals 45 45 Approve 45 45 N/A
Kern 93501 Hospitals 35 35 Approve 35 35 N/A
Partial approval at a lesser distance due to known
. . iders | di . If the pl
Kern 93255 Hospitals 35 35 Partial Approval ; 25 providers at a closer distance. |f the plan request
additional mileage, the plan Is required to provide
additional Information regarding contracting efforts.
Kern 93222 Hospitals 45 45 Approve 45 45 N/A
Partial approval at a lesser distance due to known
i { distance. If the pl
Kern 93560 Hospitals 45 45 Partial Approval - 25 providers at & closer distance. [fthe plan request
additional mileage, the plan is required to provide
additional information regarding contracting efforts.
Partial approval at a lesser distance due to known
ovid tacl i . Ifthe plan re t
Kern 93268 Hospitals 40 40 Partial Approval - 25 Pr _ ersa ‘m c 0mmﬂ9%ﬁm:n.m . P n:m.m
additional mileage, the plan is required to provide
additional information regarding contracting efforts.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A. Hayward, CEO
Date: June 14t 2018

Re: Health Home Program Update Presentation

Background

In California, Assembly Bill 361 authorized the Department of Health Care Services (DHCS) to
create a new program to develop patient centered medical homes for medically complexed
patients who are members of Medi-Cal HMOs. DHCS elected to implement the Health Home
Program by county in a phased-approach. KHS’s will be on-board with the State with its HHP
program in 2019.

In preparation for this, two pilot programs were established with Kern Medical in 2015 and
2016. Later that same year, KHS expanded its Health Home Program through its HHP Grant
Program, Grants were offered to qualified provider organizations. Six additional sites would be
added to the two existing sites beginning in 2017. Grantees were asked to demonstrate their
ability to meet DHCS Health Home Program requirements to qualify for funding consideration.

The enclosed presentation is given as an update on the progress of KHS’s Health Home Program.
The presentation discusses:

» the goal of KHS’s Health Home Program

> the resources (personnel and expertise) forming the HHP team necessary to treat
the complex medical conditions HHP patients face.

> location and progress toward achieving our goal of establishing 8 HHP sites in
Kern County

> preliminary utilization and cost savings achieved through the GROW clinic site.

» Health Home Program patient feedback results

Requested Action

Receive and file
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: June 14, 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.
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Kern Health Systems
Investment Portfolio
March 31, 2018

Short Term Portfolio (under 1 year)

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

Maximum
Allowed Per Approximate
Description Dollar Amount % of Portfolio Policy Current Yield Liquidity Principal Fluctuation
Wells Fargo - Cash (A) 1 s 3,800,000 1.42% 50% 0.50% 1Day  None
Morgan Stanley Money Market (B) (1) $ 35,300,000 13.18% 20% 1.51% 1 Day None
Local Agency Investment Fund (LAIF) (€) (2) $ 64,100,000 23.94% 50% 1.52% 2Days  None
Subject to Interest
US T-Bills at Wells Fargo 1) $ 49,900,000 18.63% 100% 1.56% 1Day Rate Fluctuations
Subject to Interest
KHS Internally Managed Portfolio at Wells Fargo (D) (1) $ 39,400,000 14.71% 1.59% 3Days Rate Fluctuations
Sub-Total $ 192,500,000 71.88% 1.52%
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) $ 71,000,000 26.51% 2.63% 3 Days Fluctuations
Subject to Interest
Rate and Credit
KHS Internally Managed Portfolio at Wells Fargo (D) $ 4,300,000 1.61% 1.46% 3 Days  Fluctuations
Sub-Total $ 75,300,000 28.12% 2.56%
Total Portfolio $ 267,800,000 100.00% 1.82%
Yield Curve
A
Corporate
Yield Curve Treasuries  AA Corporate Bonds Bonds CD's
| year 2.08% 2.30% 2.45% 2.05%
2 year 2.34% 2,50% 2.65% 2.50%
3year 2.49% 2,65% 2.80% 2.70%
5 year 2.67% 3.00% 3.10% 2.90%
(A) Secured by collateral guaranteed by the US Government or an agency thereof.
(B) $16 Billion money market fund managed by Morgan Stanley comprised of high -quality debt securities issued by the US Government.
() LAIF is part of a $75 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.

0]
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Includes investments maturing in less than 1 year that will be re-invested for over 1 year at maturity.

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

Funds will be primarily utilized to fund various Grant Programs and 2018 capital projects, which includes building a new office building.
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KHS Board of Directors Meeting, June 14, 2018

Wells Fargo Securities, LLC

WELLS PO BOX 5120
PN Teroll [l U A NEOSH 500X FALLS, SD 57117-5120

1-800-645-3751

KERN HEALTH SYSTEMS
BRSTMT 9700 STOCKDALE HWY
BAKERSFIELD, CA 93311

Enclosed is your Wells Fargo Securities, LLC account statement. If you have elected Wells Fargo Bank,
N.A. (WFB) as the safekeeping agent for your securities, then also enclosed is 1) a separate WFB safekeeping statement
and 2) a page summarizing activity and investments in your WFS account and its related WFB account.

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

The Securities and Exchange Commission (SEC) permits a broker-dealer to publish its annual and semiannual Statement
of Financial Condition on a website in lieu of providing a paper copy. You can find this information for Wells Fargo
Securities, LLC ("WFS") as of December 31, 2017 at www.wellsfargo.com/com/securities/financial-reports. If

you wish to receive a paper copy of the Statement of Financial Condition, at no cost, please call (800) 326-5897 and we
will promptly satisfy your request.

We are also required by the SEC to disclose the following information:

WFS (the Company) is subject to the SEC's Uniform Net Capital Rule (Rule 15¢3-1) and Commodities Futures
Trading Commission (CFTC) Regulation |.17, which require the maintenance of minimum net capital. Under SEC
Rule 15¢3-1, the Company has elected to use the alternative method, permitted by the rule, which requires that
the Company maintain minimum net capital, as defined, equal to the greater of $1,500,000 or 2 percent of
aggregate debit balances arising from customer transactions, as defined. Under CFTC Regulation |.17, the
Company is required to maintain an adjusted net capital equivalent to the greater of $1,000,000 or $809,175,000
which was 8% of the total risk margin requirement for all positions carried in customer and non-customer
accounts plus additional net capital requirements related to certain reverse repurchase agreements. At December
31, 2017, the Company had net capital of $8,228,444,000, which was 63.00% of aggregate debit balances, and
$7,419,269,000 in excess of required net capital. At January 31, 2018, the Company had a net capital requirement
of $838,573,000, net capital of $7,786,561,000 which was 58% of aggregate debit balances, and $6,947,988,000 in
excess of required net capital.

The audited Statement of Financial Condition of WFS as of December 31, 2017, which was filed with the Securities
and Exchange Commission pursuant to Rule 17a-5 of the Securities Exchange Act, is available for inspection at the
principal office of the Company and at the regional office of the Securities and Exchange Commission.

Investments, other than Brokered Certificates of Deposits, are not FDIC insured, may lose value, and are not bank guaranteed - see important
di onther of your t y page.

D3IBESE 1016771 0014 2C027 UN#2656399-00011654 74886-0010 B1581 03/30/18 P
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Combined Summary
Brokerage Account and Bank Account

Statement Period

03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS
9700 STOCKDALE HWY 1AB84780

Total Account Value Summary - us Dollar (USD)

Account Number

Yo

This summary does not reflect the
value of unpriced securilies,
Repurchase agreements are reflected
al par valus,

0%

Amounl Last Amounl This
Statemenl Period Slatement Pariod Portfolio

Cash $ 000 § 0.00
Money Market Mutual Funds 19,367,517.17 35,331,587.28 27%
Bonds 113,382,703.93 93,567,238.85 73%

Stocks 0.00 0.00

Total Account Value

Value Change Since Last Statement Period $ (3,851,394.97)
Percent Decrease Since Last Statement Period 3%
Value Last Year-End $ 106,942,632.68
Percent Increase Since Last Year-End 21%

***Includes amortized Par value of municipal leases and notes.
Total Income Summary usp

?hls Period Year-To-Date

Interest $ 59,522.76 § 419,618.26
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 34,294.65 97,688.48
Other 0.00 0.00
income Total s 93,817.41 $ 517,306.74

Total Money Market Mutual Funds Summary usp

Description Amount

Opening Balance $ 19,367,517.17
Deposits and Other Additions 115,797,511.53
Distributions and Other Subtractions (99,867,736.07)
Dividends Reinvested 34,294.65
Change in Value 0.00

Closing Balance $ 35,331,587.28

Summary

0%

$ 132,750,221.70 § 128,898,826.13 100%
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Brokerage Account Statement
Wells Fargo Securities, LLC

Page 1 of 3

Statement Period

03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS

Account Number

9700 STOCKDALE HWY 1ABB4780
Account Value Summary usp
Amount Last Amount This %

Statement Period Statement Pariod Portfolio
Cash $ 0.00 0.00 0%
Money Market Mutual Funds 0.00 0.00 0%
Bonds 0.00 0.00 0%
Stocks 0.00 0.00 0%
Total Account Value $ 0.00 0.00 0%
Value Change Since Last Statement Period 0.00
Percent Increase Since Last Statement Period N/A
Value Last Year-End 0.00
Percent Increase Since Last Year-End N/A

Income Summary usp

e
This Pariod Year-To-Dale
Interest $ 000 §$ 0.00
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 0.00 0.00
Other 0.00 0.00
Income Total $ 000 § 0.00
Money Market Mutual Funds Summary usp
Dascription Amotnt
Opening Balance $ 0.00
Deposits and Other Additions 0.00
Distributions and Other Subiractions 0.00
Dividends Reinvested 0.00
Change in Value 0.00
Closing Balance 0.00

This summary does not reflecl the
value of unpriced securities.
Repurchase agreements are reflected
al par valus.



Important Information

This slalement is provided lo customers of Wells Fargo Securilies, LLC
("WFS?"), broker dealer 0250, Statements are provided monthly for
accounts with transactions and/or security positions. The account
statement contains a list of securities held in safekeeping by WFS as of
the slalement dale and provides details of purchase and sale

the receipt and of cash and ities, and
other aciivities relaling to the account during the statement period.

For WFS customers who choose lo mainlain a salekeeping account at
Wells Fargo Bank, N.A, ( ‘Bank"), lhis statemenl is accompanied by a
separate Bank The Bank

if applicable, contains a list of securities held in safekeeping by the Bank
as of the statement date.

Pricing: Security and brokered certificate of depasil ("CD") prices shown
on the statement are oblained Irom independent vendors or internal
pricing models. While we believe the prices are reliable, we cannol
guaranlee lheir accuracy, For exchange-listed securities, the price
provided is the closing price at month end. For unlisled securities, it is Ihe
"bid” price al month end. The price of CDs that malure in one year or less
are shown at last price traded, The price of CDs that malure in greater
than cne year and of other instrumenls that trade infrequenlly are
estimated using similar securities for which prices are available. Prices on
Ihe stalement may nol necessarily be obtained when the asset is sold.

Brokered CD Pricing: Like bonds, brokered CDs are subject lo price
fluctuation and the value of a CD, il sold prior to malurity, may be less
than at the lime of its purchase, Significant loss of principal could result.
While WFS generally makes a market in CDs it underwrites, the
saecondary markel for CDs that it does nol underwrite may be very limiled.
In those cases, WFS will use its best elforts lo help investors lind a buyer.

SIPC: WFS is a member of the Investor ion Corp
("SIPC"). In the event of i o li of WFS, held
in satekeeping al WFS are covered by SIPC against the loss, but not
investment risk, up to a maximum of $500,000 per cuslomer, which
includes a $250,000 limit on claims for cash held in the account, SIPC

Free Credit Balances: Any customer free credil balances may be used in the
business of WFS subject to limilation of 17 CFR Section 240 § 15¢(3)-3 under
lhe Securilies Exchange Acl of 1934, In the course of normal business
operations, a customer has lhe right to receive delivery of lhe following: any
free credit balances lo which he or she is enlilled, any lully paid securities to
which he or she is entilled, and any securities purchased on margin upon full
payment of indebtedness to WFS.

Equity Order Roullng: WFS will generally roule equily and lisled options
orders taking into consideralion among other faclors, the quality and speed of
execulion, as well as the credils, cash or other payments it may receive from
any exchangs, broker-dealer or market center. This may not be true if &
customer has directed or placed limits on any orders, Whenever possible,
WFS will route orders in an allempl to oblain executions al prices equal or
superior lo the nanonally displayed besl bid or offer, WFS will also attempt to
obtain the best of any it may recsive. The
naiure and source of credits and paymenls WFS receives in connection with
specilic orders will be furnished lo a cuslomer upon request. WFS prepares
quarterly reporls describing ils order rouling praclices for non-directed orders
routed o a parlicular venue for execution. A pnnled copy of this report along
with other li an is available upon writlen
request or by visiling: httpsjlw alory,

Equity Extended Hours Tradlng: See importanl informalion relating to
equilies lrading before and after regular trading hours at:

www.wellsfargo.com/com/securilies/regulatory.

Equlty Open Orders: Open orders will remain in effecl until executed or
canceled by you. Failure to cancel an open order may result in lhe transaction
being exaculed for your accounl. WFS has no responsibility to cancel an open
order at its own initialive.

Dividend Reinvestment: In any dividend reinvestment transaclion, WFS
acted as agent, Additional information of this nalure will
be furnished 1o a cuslomer upon written request,

Accounl Transfers: A lee will be charged to customers transferring their
exisling WFS accounl 1o anolher broket/dealer or any olher financial
institution.

Non-deposil i offered or sold by

protection does not provide any pi againsl i

risk, including \he loss of principal on an invesiment. This coverage does
not apply to securilies held in safekeeping by ihe Bank. Additional
information about SIPGC, including a SIPC brochure, may be obtained by
visiting www.sipc.org or by calling SIPC at 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of the Financial
Industry Regulatery Authority (FINRA), Under ils BrokerCheck program,
FINRA provides certain mlormahon fegmdlﬂg the disciplinary history of
and their d parsons, can be obtained
from the FINRA BrokerCheck program holline number (1-800-289-9998)

or lhe FINRA website (www.finra.org). A brochure describing lhe FINRA
BrokerCheck program will be furnished upon wrillen request.

mutual 1unds. are not federally Insured or guaranteed by
or obluganons of the Federal Deposit Insurance Corporation ("FDIC"),

KHS Board of Directors Meeting, June 14, 2018
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Mutual Funds: The distributor of Wells Fargo Funds is affilialed wilh
WFS/Wells Fargo Sacurities, LLC.

Inslitutional Prime and Institutional Tax Exempt money market mutual
funds are required to price and iransact al a net assef value ("NAV") per
share thal flucluates based upon the pricing of the underlying portfolio of
securilies and this. requirement may impact lhe value of those fund
shares, | Prime and Insti | Tax Exempt
lunds may be subject lo redemption fees and/or gales that can affect the
availability of funds Invesled.

Mutual funds are sold by prospectus, which includes more complete
informalion on risks, charges, expenses and olher matters of interesl.
Inveslors should read the prospeclus carefully before investing,

Financial WFS financial menls are available upon
requesi.
Trade Contfi I h: and sales are subject to

1he terms and conditions stated on the Irade conlirmation ralating to that
transaction. In the event ol a conflicl between Ihe frade confirmation and
1his slatement, the Irade confirmation will govern.

Listed Opﬁons Commissions and other charges relaled to the

of lisled option have been included in

jons of such that have been p
and are available upon request. Promplly advise your WFS sales
representalive of any material change in your inveslment objectives or
financial situation.

Cuslomer Complaints and Reporting DISClepancle! Customer
reporling ir or p should be
promplly reporied in wriling lo:

Customer Service

90 South 7Ih Sireet

5th Floor, MAC NS305-05F
Minneapolis, MN 65402

com

Cuslamers may also report complainls, inaccuracies or discrepancies
by calling 1-800-645-3751 option 5. International callers should call
1-877-856-8878, To further prolect their righls, including rights under the
Securilies investor Proleclion Act, cuslomers should also re-confirm in
wiiling to the abuvs addrsss any oral communicalions with WFS relating
lo thei or

the Federal Reserve System or nny nlher agency, are not bank
are not i of, or d in any way by any
bank or WFS; and are subjecl to rlsk Including the passlble loss of

Wells Fargo Bank, N.A. Institutional Deposit: Funds invesled in the
Deposit are on deposil at Wells Fargo Bank, N.A. and

principal, that may cause the value of the
return to flucluale.

When the investmenl is sold, the value may be higher or lower than the
amount orlginally Invested, WFS is a subsldiary of Wells Fargo &
Company, Is nal a bank or thrifi, and |s separate from any other
affiliated bank or thrift. WFS Is a registered broker-dealer and member
of FINRA. No afflliate of WFS Is responsible for lhe securities sold by
WFS.

balances are insured by lhe Federal Deposil Insurance Corporalion
("FDIC") up lo the full amount allowabla by law. Institutional Deposit
balances are not insured by lhe Securilies Inveslor Proleclion
Corporalion {"SIPC"), For further details, see the Institutional Deposit
Product Descriplion.
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KERN HEALTH SYSTEMS Statement Ending: March 31, 2018
Account Number: 1ABB4780
Daily Account Activity
Your investment transactions during this statement period.

Setllement /

Transaction/ Effective Principal Income Debit / Credit
Trede Date  Dale Activily Securily ID_ Deserip Par / Quantity Price Amount Amount Amount
Transaction Activity usD
02/26/18  03/02/18  Purchase 89236TCX1  TOYOTA MOTOR CREDIT CORP 1,000,000.00 99.9520000 (999,520.00) (4,886.67) (1,004,386,67)
03/02/18 03/02/18  Security Delivery 89236TCX1  TOYOTA MOTOR CREDIT CORP {1,000,000.00) 0.00 0.00 0,00
03/02/18  03/06/18  Purchase 69353RET1  PNC BANK NA 1,000,000.00 99,8340000 (998,340,00) (6,050.00) (1,004,390.00)
03/06/18  03/06/18  Sacurity Delivery 69353AET1  PNC BANK NA {1,000,000.00) 0.00 0.00 0.00
03/14/18  03/14/18  Purchase 45113VESS  IBM CREDIT LLC 4(2) DISCOUNTED 4,000,000.00 99.7326390  (3,089,305,56) 0.00 (3,989,305.56)
03/14/18 03/14/18  Security Delivery 45113VE@S  IBM CREDIT LLC 4(2) DISCOUNTED (4,000,000.00) 0.00 0.00 0.00
03/14/18 03/15/18  Purchase 912796PA1  UNITED STATES TREASURY BILL 10,000,000,00 99.8778830 (9,987,788.89) 0.00 (9,987,788.89)
03/20/18  03/22/18  Purchase 49327M2L7  KEY BANK NA 2,000,000.00 100.1020000  (2,002,040.00) (2,947.29) (2.004,987,29)
03/22/118  03/22/18  Securily Delivery 49327M2L7  KEY BANK NA (2.000,000.00) 0.00 0.00 0.00
03/2718  03/27/18  Purchase 912796NY1  UNITED STATES TREASURY BILL 10,000,000.00 99.9600000  {9,996,000.00) 0.00 {9.996,000.00)
03/27/18  03/27/18  Purchase 912796PA1  UNITED STATES TREASURY BILL 10,000,000.00 99.9288890  (9,092,888.89) 0.00 (9,992,888.89)
Cash Activity usD
Transaction / Setllement / Debil Amounl/  Credit Amounl/
Trade Date  Eff. Date  Aclivity Description Disbursements __Receipts
03/02/18  03/02/18  Journal AUTO SK SETTLEMENT 1,004,386.67
03/06/18  03/06/18  Journal AUTO SK SETTLEMENT 1,004,390.00
03/14/18  03/14/18  Joumal AUTO SK SETTLEMENT 3,989,305.56
03/15/18  03/15/18  Journal AUTO SK SETTLEMENT 9,987,788.89
03/15/18 03/15/18  Security Deliver UNITED STATES TREASURY BILL 0.00
03/22/18  03/22/18  Joumal AUTO SK SETTLEMENT 2,004,987.29
03/27/18 03/27/18  Journal AUTO SK SETTLEMENT 9,996,000.00
03/27/18 03/27/18  Journal AUTQ SK SETTLEMENT 9,892,888.89
03/27/18  03/27118  Securily Deliver UNITED STATES TREASURY BILL 0.00
03/27/18 03/27/18  Security Deliver UNITED STATES TREASURY BILL 0.00
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Bank Account Statement
Wells Fargo Bank, N.A.

KHS Board of Directors Meeting, June 14, 2018
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Statement Period
03/01/2018 - 03/31/2018

KERN HEALTH SYSTEMS Account Number
9700 STOCKDALE HWY 1AB84780
Account Value Summary uso This summary does ot reflect the
value ol unpriced securllies,
Amount Lasl Amount This % Repurchase agreements are reflected
Slalement Period Statement Period Portfolio al par value.
Cash $ 0.00 0.00 0%
Money Market Mutual Funds 19,367,517.17 356,331,587.28 27%
Bonds 113,382,703.93 93,567,238.85 73%
Stocks 0.00 0.00 0%

Total Account Value $ 132,750,221.10

Value Change Since Last Statement Period
Percent Decrease Since Last Statement Period

Value Last Year-End
Percent Increase Since Last Year-End

Income Summary usp

§ 128,898,826.13 100%
$ (3,851,394.97)

3%
$ 106,942,632.68

Interest $
Dividends/Capital Gains

Money Market Mutual Funds Dividends

Other

21%
=
This Period Year-To-Date
59,622.76 $ 419,618.26
0.00 0.00
34,294.65 97,688.48
0.00 0.00

Income Total $

93,1741 § 517,306.74

Money Market Mutual Funds Summary usp

Description

Amount

Opening Balance
Deposits and Other Additions
Distributions and Other Subtractions
Dividends Reinvested
Change in Value

Closing Balance

$ 19,367,517.17
115,797,511.53
(99,867,736.07)
34,294.65

0.00

$ 35,331,587.28

Safekeeping
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Important Information

This is provided lo of Wells Fargo ilies, LLC
("WFS"), broker dealer 0250. Statements are provided monihly for
accoun!s with transactions and/or security posilions. The account
slatemenl conlains a lisl of securilies held in safekeeping by WFS as of
Ihe stalement dale and provides delails ol purchase and sale
Iransaclions, the receipt and disbursemenl of cash and securilies, and
olher aclivities relating to the accounlt during the slatemenl period,

For WFS cuslomers who choose 1o maintain a salekeeping account at
Wells Fargo Bark, N.A, ("Bank"), this statemenl is accompanled by a
separate Bank The Bank

if applicable, contains a list of securities held in salekesping by the Bank
as of |he slatement dale.

Pricing: Security and brokered certilicate of deposit ("CD") prices shown
on the statemenl ars obtained from independent vendors or internal
pricing models. While we believe the prices are reliable, we cannot
guarantee their accuracy. For exchange-listed securilies, the price
provided is the closing price at monlh end. For unlisted securities, it is the
"bid" price al month end. The price of CDs Ihat malure in one year or less
are shown at last price lraded. The price of CDs thal malure in greater
than one year and of other instruments that Irade infrequently are
eslimated using similar securities for which prices are available, Prices on
Ihe slatement may nol necessarily be obtained when the asset is sold.

Brokared CD Prieing: Like bonda, brokered Cs are subject to price
Nuatuaticn and the value of a GO, If sold prior to maturity, may be less
than ot the time of its purchase. Significant loss of principal could result,
Whilo WFS generally makes a markel in CDs it underwrites, the
secondary market for CDs that il does nol underwrite may be very limited.
In those cases, WFS will use its best efforts to help inveslors find a buyer.

SIPC: WFS is a member of lhe Securilies Invaslov Protection Corporation
("SIPC"). In the event of ir or ol WFS, held
in safekeeping at WFS are covered by SIPC againsl the loss, bul not
investment risk, up to a maximum of $500,000 per customer, which
includes a $250,000 limit on claims for cash held in the account, sipc
protection doas nol provide any pi against i

Free Credit Balances: Any customer free credil balances may be used in the
business of WFS subject lo limitalion ol 17 CFR Sectlion 240 § 15¢{3)-3 under
the Securilies Exchange Act of 1934, In lhe course of normal business
operalions, & customer has the right to receive delivery of the lollowing: any
free credil balances lo which he or she is entilled, any lully paid securilies to
which he or she is entitled, and any securilies purchased on margin upon full
paymenl of indebledness lo WFS,

Equity Order Rouling: WFS will generally roule equily and lisled options
orders taking into consideralion among other factors, the quality and speed of
execution, as well as the credits, cash or olher payments it may receive from
any exchange, broker-dealer or market center. This may not be true if a
customer has directed or placed limits on any orders. Whenever possible,
WFS will roule orders in an allempt lo oblain execulions al prices equal or
superior o lhe nationally displayed bes| bid or offer. WFS will also allempt to
oblain lhe best exsculion regardless of any compensation it may receive. The
nature and source of credils and payments WFS receives in connection with
specilic orders will be furnished to a customer upon request. WFS prepares
quarlerly reports describing its order rouling practices for non-direcled orders
rouled lo a pamcular venue for execuuon. A prmled copy of this reporl along
wilh olher an is available upon wrillen
request or by visiling: https: llww ilies/regulatory.

Equity Exiended Hours TradIng: See important informalion relating to
equities Irading belore and alter regular trading hours al:

www.wellsfargo.com/com/securilies/regulatory.

Equity Open Orders: Open orders will remain in effect unlil executed or
canceled by you, Failure to cancel an open order may resull in lhe transaction
being executed for your account, WFS has no responsibllity to cancel an open
order al ils own initiative.

Dividend Reinvesiment: In any dividend reinvesiment transaction, WFS
acled as agent, Additional information regarding transactions of this nature will
be furnished lo a customer upon written request.

Page 2 of 6

Mutual Funds: The distribulor of Wells Fargo Funds is affiliated with
WFSMWells Fargo Securities, LLC.

Institulional Prime and inslitulional Tax Exempt money market mutual
funds are raquirted to price and Iransact al a net asset value ("NAV") per
share thal fhecluates basnd upen Ihe pricing of the underlying portfolio of
securities find this roquirement may impact the value of those fund
shares, Addil ional Prime and fonal Tax Exempt
lunds may be suh]ect to redemplion fees and/or gates that can aﬁecl lhe
availability of funds invested,

Mutual funds are sold by prospectus, which includes more complele
information on risks, charges, expenses and other matters of interest,
Investors should read the prospeclus carefully before investing,

Financial Statements: WFS financial statements are available upon
requesl,

Trade C: and sales are subject to
tha tarms ancd unmfhnnl stated on the Irade conlirmation relating to that
Iransaclion. In the event ol a conflicl between Ihe Irade confirmation and
Ihis statemenl, lhe trade conlirmation will govern.

Listed Oplions: Commissions and olher charges relaled lo the
execution of listed oplion Iransactions have been included in
confirmalions of such transactions that have been previously furnished
and are available upon requesl, Promplly advise your WFS sales
represenlalive of any malerial change in your investmenl objeclives or
financial situation.

Customer C and Reporling D
reporling i
promplly reported in wriling 1o:

Customer
or discrepancies should be

Customer Service

90 Soulh 7th Street

5lh Floor, MAC N9305-05F
Minneapolis, MN £5402

Account Transfers: A fee will ba charged to their
exisling WFS account to anolher broker/dealer or any olher financial
institution.

Non-deposit il offered or sold by

risk, including the loss of principal on an invesiment. This coverage does
not apply lo securilies held in safekeeping by the Bank. Additional
information about SIPC, including a SIPC brochure, may be obiained by
visiting www.sipe.org or by calling SIPC at 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of the Financial
Induslry Regulatory Authority {FINRA), Under its BrokerCheck program,
RA provides certain 1 ragarding the disciplinary hislory of
and thair porsons. can be obtained
trom the FINRA BrokerCheck program hotline number (1-800-289-9999)
or the FINRA websile (wwhw, ﬂnmag . A brochure describing the FINRA
BrokerCheck program ad upon wrillen request.
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mutual llmda are not federally Insured or guaranteed by
or ohllgal|ons of the Federal Deposit Insurance Corporallon (“FDIC")
the Federal Reserve System or any o!her agency; are not bank

go.com

Customers may also report i ies or

by calling 1-800-645-3751 option 5. International callers should call
1-877-856-8878. To lurlher protecl heir righls, including rights under the
Securities Inveslor Proteclion Act, customers should also re<confirm in
wriling lo lhe above address any oral communicalions wilh WFS relaling
to the i ies or dis

are not of, or in any way by any
bank or WFS; and are subject to nsk. including the posslble loss of

Wells Fargo Bank, N.A. Institulional Deposil: Funds invesled in the
Deposit are on deposit at Wells Fargo Bank, N.A. and

principal, lnat may cause the value of the )
return to fluctuate.

When the invesiment is sold, Ihe value may be higher or lower than the
amount originally Invested. WFS Is a subsidlary of Wells Fargo &
Company, is not a bank or thrift, and Is separate from any other
afflliated bank or thritt. WFS is a registered broker-deater and member
of FINRA. No affiliate of WFS |s responsible for the securities sold by
WFS.

balances are insured by the Federal Deposit Insurance Corporation
("FDIC") up fo the full amounl allowable by law. Institutional Deposit
balances are not insured by the Securilies Investor Pratection
Corporaltion {"SIPC"), For lurther details, see the Instilutional Deposil
Product Descriplion,



KERN HEALTH SYSTEMS
Account Number: 1AB84780

Portfolio Holdings Security positions held with Wells Fargo Bank N.A.
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Statement Ending:

Page 3 of 6
March 31, 2018

Current Par/ Market Market Original Par

Security ID Description Maturity Date Coupon Original Par Price* Value Pledgsd** Callable
Bonds usD
181216BA7 COCA-COLA CO/THE 04/0118 1.150% 5,480,000.000 100.0000 5,480,000.00 N
38141GFM1  GOLDMAN SACHS GROUP INC 04/01/18 6.150% 1,000,000.000 100.0000 1,000,000.00 N
585055BA3 MEDTRONIC INC 04/01/18 1.375% 1,500,000.000 100.0000 1,500,000.00 N
36962G6W9 GENERAL ELECTRIC CO 04/02/18 1.625% 3,000,000.000 100.0000 3,000,000.00 N
912796NY1  UNITED STATES TREASURY BILL 04/05/18 0.000% 10,000,000.000 99.9865 9,998,645.10
89236TCX1 TOYOTA MOTOR CREDIT CORP 04/06/18 1.200% 3,000,000.000 99.9879 2,999,637.57 N
912796PA1  UNITED STATES TREASURY BILL 04/12/18 0.000% 20,000,000.000 99.9546 19,990,911.40
14912L3U3 CATERPILLAR FINANCIAL SE 04/15/18 5.450% 2,210,000.000 100.0975 2,212,154.46 N
94974BFK1  WELLS FARGO & COMPANY 04/23/18 2.374% 4,010,000.000 100.0111 4,010,443.67 N
59018YN64 BANK OF AMERICA CORP 04/25/18 6.875% 1,535,000.000 100.2592 1,538,978.31 N
45113VE89  1BM CREDIT LLC 4(2) DISCOUNTED 05/08/18 0.000% 4,000,000.000 99.7870 3,991,480.00

COMMERCIAL PAPER
46625HJL5 JPMORGAN CHASE & CO 05/15/18 1.625% 1,375,000.000 99.8968 1,373,580.95 N
49327M2L7 KEY BANK NA 06/01/18 2.526% 2,000,000.000 100.0345 2,000,689.62 N
717081DW0 PFIZER INC 06/01/18 1.200% 1,000,000.000 99.8625 998,6265.10 N
02587DYK8 AMERICAN EXPRESS CENTURION BK 06/04/18 1.450% 250,000.000 99.9824 249,956.00

INTEREST BEARING CERTIFICATE

OF DEPOSIT
05580ADH4 BMW BANK NORTH AMERICA 06/11/18 1.400% 250,000.000 99.9702 249,925.50

INTEREST BEARING CERTIFICATE

OF DEPOSIT
17275RAY8 CISCO SYSTEMS INC 06/15/18 2.435% 1,000,000.000 100.0402 1,000,402.40 N
738798BG1 POWAY CA REDEV AGY SUCCESSOR A 06/15/18 1.780% 1,000,000.000 99.9530 999,530.00 N

TXBL-REF-PAGUAY REDEV PROJ-SER
14912L6L0 CATERPILLAR FINANCIAL SE 06/16/18 1.700% 2,000,000.000 99.8674 1,997,348.24 N
912796PM5  UNITED STATES TREASURY BILL 06/28/18 0.000% 20,000,000.000 99.5934 19,918,679.20
02006LSF1  ALLY BANK INTEREST BEARING 07/16/18 1.650% 250,000.000 99.9463 249,865.75

CERTIFICATE OF DEPOSIT
140420TH3  CAPITAL ONE BANK USA INTEREST 07/16/18 1.600% 250,000.000 99.9473 249,868.25

BEARING CERTIFICATE OF DEPOSIT
48126XAM7 JP MORGAN CHASE BANK INTEREST 08/16/18 1.100% 250,000.000 99.7057 249,264.25 Y

BEARING CERTIFICATE OF DEPOSIT
05581WJT3 BMO HARRIS BANK NA INTEREST 08/17/18 1.050% 250,000.000 99.6945 249,236.25

BEARING CERTIFICATE OF DEPOSIT

i

Safakeeping
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Page 4 of 6
State Ending: Mar
KERN HEALTH SYSTEMS ment Ending el 2112010
Account Number: 1AB84780
Portfolio Holdings (Continued) Security positions held with Wells Fargo Bank N.A.
Current Par / Market Market Original Par

Security ID Dasaription Malurity Date Coupon Original Par Price* Value Pl i Callable
Bonds UspD
T T T T e T —
254672F86 DISCOVER BANK INTEREST BEARING 08/17/18 1.000% 250,000.000 99.7216 249,304.00

CERTIFICATE OF DEPOSIT
02665WAC5 AMERICAN HONDA FINANCE 10/10/18 2.125% 1,300,000.000 99.6538 1,295,499.71 N
795450ZE8  SALLIE MAE BK/SALT LKE 10/12/18 1.150% 250,000.000 99.5398 248,849.50

INTEREST BEARING CERTIFICATE

OF DEPOSIT
69353RET1 PNC BANK NA 11/05/18 1.800% 1,000,000.000 99,5646 995,646.28 W
89236TCU7 TOYOTA MOTOR CREDIT CORP 02/19/19 1.700% 1,000,000.000 99.2835 992,835.18 N
13063CKL3 CALIEggEIIA ST TXBL-VARIOUS 05/01/19 2.250% 1,310,000.000 100.0090 1,310,117.90 N

PUR
94988J5D5 WELLS FARGO BANK NA 05/24/19 1.750% 1.000,000.000 98.8660 988,659.50 N
02665WBEQ AMERICAN HONDA FINANCE 07/12/19 1.200% 1,000,000.000 98.1836 981,836.26 N
58768BMAC5 MBALT 2016-B A3 08/15/19 1.350% 1,000,000.000 99.5269 995,268.50 N

93,720,000.000 93,567,238.85 0.00
“See important information regarding security pricing on Page 2.
**Total amount that is pledged to or held for another party or parties. Refer to the Pledge Detail Report for more information.
Daily Account Activity
Your ir trar ions during this 1eni period.
Selliement /

Transaction/ Effective Principal Income Debil / Credit
Trade Dale  Dale Activity Security ID__Description Par/ Quanlity Price Amount Amount Amount
Transaction Activity usD
03/02/18  03/02/18  Security Receipt 89236TCX1  TOYOTA MOTOR CREDIT CORP 1,000,000.00 0,00 0.00 0.00
03/06/18  03/06/18  Securily Receipt 69353RET1  PNG BANK NA 1,000,000.00 0.00 0.00 0.00
03/14/18  03/14118  Security Receipt 45113VEB9  IBM CREDIT LLC 4(2) DISCOUNTED 4,000,000.00 0,00 0.00 0.00
03/15/18  03/15/18  Raceived 912796PA1  UNITED STATES TREASURY BILL 10,000,000.00 0.00 0.00 0.00
03/22/18  03/22/18  Securily Receipt 49327M2L7  KEY BANK NA 2,000,000.00 0.00 0.00 0.00
03/27/18  03/27/18  Receive 912796NY1  UNITED STATES TREASURY BILL 10,000,000.00 0.00 0.00 0.00
03/27/18 __ 03/27/18__ Faceiva 912796PA1__ UNITED STATES TREASURY BILL 10.000,000.00 0.00 0.00 0.00
Income / Payment Activity usp
03/01/18  03/01/18  Matured 912796LN7  UNITED STATES TREASURY BILL 10,000,000,00 10,000,000.00
03/06/18  03/06/18  Matured 06406HCK3  BANK OF NEW YORK MELLON 1,250,000,00 1,250,000.00
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Daily Account Activity (Continued)
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Statement Ending:

Page 50f 6

March 31, 2018

Your investment transactions during this statement period.
Selllement /

Transaction/ Effeclive Principal Income Debit / Credit
Trade Date  Dalo Acivity Secunty [D__ Descriplion Par / Quantity Prico Amount Amount Amount
Income / Payment Activity usp
03/06/18 03/06/18  Interest 06406HCK3 BANK OF NEW YORK MELLON 6,089.03 6,089.03
03/06/18  03/06/18  Malured 30231GAL6  EXXON MOBIL CORPORATION 2,500,000.00 2,500,000.00
03/06/18 03/06/18  Interest 30231GAL6  EXXON MOBIL CORPORATION 16,312,50 16,312,50
03/08/18 03/08/18  Matured 912796NU9  UNITED STATES TREASURY BILL 10,000,000.00 10,000,000,00
03/12/18 03/12/18  Interest Aeversal 24422ESB6  JOHN DEERE CAPITAL CORP (6,500.00) (6,500.00)
03/12/18 03/12/18  Matured 24422ESB6  JOHN DEERE CAP|TAL CORP 1,000,000.00 1,000,000.00
03/12/18 03/12/18  Interest 24422ESB6  JOHN DEERE CAPITAL CORP 6,500.00 6,500.00
03/12/18 03/12/18  Interest 24422ESB6  JOHN DEERE CAPITAL CORP 6,500.00 6,500.00
03/15/18  03/15/18  Interest 17275RAY8  CISCO SYSTEMS INC 4,746.23 4,746.23
03/15/18 03/15/18  Matured 685055BQ8 MEDTRONIC INC 1,100,000.00 1,100,000.00
03/15/18 03/15/18  Interest 585055BQ8 MEDTRONIC INC 8,250.00 8,250.00
03/15/18 03/15/18  Interest 68768MAC5 MBALT 2016-B A3 1,125.00 1,125.00
03/26/18  03/26/18  Matured 06050TLY6  BANK OF AMERICA NA 2,000,000.00 2,000,000.00
03/26/18 03/26/18  Interest 08050TLY6  BANK OF AMERICA NA 16,500.00 16,500.00
03/29/18 03/29/18  Matured 912796LS6  UNITED STATES TREASURY BILL 30,000,000.00 30,000,000.00
Cash Activity usp
Transaclion/ Selllement / Debit Amount/  Credit Amounl /
Trade Date  Ef. Date  Astivity Deseription Disbursements Hecelpts
03/01/18 03/01/18  ACH/DDA Transaclion DESIGNATED DDA 10,000,000.00
03/02/18 03/02/186  Journal AUTO SK SETTLEMENT 1,004,386.67
03/06/18 03/06/18  Journal AUTO SK SETTLEMENT 1,004,390.00
03/06/18 08/06/18  ACH/DDA Transaction DESIGNATED DDA 15,000,000.00
09/08/18 03/08/18  ACH/DDA Transaction DESIGNATED DDA 3,000,000.00
03/13/18 03/13/18  ACH/DDA Transaction DESIGNATED DDA 10,000,000.00
03/14/18 03/14/18  Journal AUTO SK SETTLEMENT 3,989,305,56
03/14/18 03/14/18  ACH/DDA Transaclion DESIGNATED DDA 60,000,000.00
03/15/18 03/15/18  Journal AUTO SK SETTLEMENT 9,987,788.89
03/20/18 03/20/18  ACH/DDA Transaclion DESIGNATED DDA 10,000,000.00
03/22/18 03/22/18  Journal AUTO SK SETTLEMENT 2,004,987.29
03/27/18 03/27118  Joumal AUTO SK SETTLEMENT 9,996,000.00
03/27/18 03/2718  Journal AUTO SK SETTLEMENT 9,992,888.89
03/27/18 03/27/18  ACH/DDA Transaclion DESIGNATED DDA 11,000,000.00
03/26/18 02/28/18  ACH/DDA Transaction DESIGNATED DDA 5,000,000.00

szer Safekeeping
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KERN HEALTH SYSTEMS
Account Number: 1AB84780

Money Market Fund Activity

Statement Ending:

Page 6 of 6
March 31, 2018

Morgan Stan TreasSvc 8314 Dividend earned 7 day* 30 day*
“As of March 31, 2018 this period simple yield simple yield
usD 34,294.65 1.510% 1.370%
Transaction
Date Activity Shares Prica Market Value ($) Dividend Amount Share Balance
Beginning Balance 1.0000 19,367,517.17 19,367,517.17
03/01/18 Purchase 10,000,000.00 10,000,000.00 29,367,517.17
03/01/18 Redemption {10,000,000.00) (10,000,000.00) 19,367,517.17
038/02/18 Redemption (1,004,386.67) (1.004,386.67) 18,363,130,50
03/06/18 Purchase 2,768,011.53 2,768,011.53 21,131,142.03
03/06/18 Redemption (15,000,000.00) (15,000,000.00) 6,131,142.03
03/08/18 Purchase 10,000,000.00 10,000,000.00 16,131,142.03
03/08/18 Redemption (3,000,000.00) (3,000,000.00) 13,131,142.03
03/12/18 Purchase 1,013,000.00 1,013,000.00 14,144,142.03
0312/18 Redemption (6,500.00) (6,500.00) 14,137,642.03
03/13/18 Redemption (10,000,000.00) (10,000,000.00) 4,137,642.03
03/14/18 Purchase 60,000,000.00 60,000,000.00 64,137,642.03
03/14/18 Redemption (3,989,305.56) (3.989,305.56) 60,148,336.47
03/15/18 Redemption (B,873,667.66) (8,873,667.66) 51,274,668.81
03/20/18 Redemption (10,000,000.00) (10,000,000.00) 41,274,668.81
03/22/18 Redemption {2.004,987.29) (2,004,987.29) 38,269,681.52
03/26/18 Purchase 2,000,000.00 2,000,000.00 41,269,681.52
03/26/18 Purchase 16,500.00 16,500.00 41,286,181.52
03/27/18 Redemption {11,000,000.00) (11,000,000.00) 30,286,181.52
03/27/18 Redemption (9,892,888.89) (9.992,888.88) 20,293,292.63
03/27/18 Redemption (9,998,000.00) (9,996,000.00) 10,297,292.63
03/28/18 Redemption (5,000,000.00) (5.000,000.00) 5,297 202.63
03/29/18 Purchase 30,000,000.00 30,000,000.00 35,297,292.63
03/29/18 Reinvest 34,294.65 34,294,685 35,331,587.28
Ending Balance 1.0000 35,331,587.28 35,331,587.28
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KERN HEALTH
SYSTEMS

TO: KHS Board of Directors
FROM: Anita Martin, Director of Human Resources

Date: June 14, 2018

SUBJECT: Employee Benefits Renewal 2018/2019

Background

Kern Health Systems (“KHS”) annually reviews and evaluates the employee benefit package.
During the evaluation period factors taken into consideration are the improvements of benefits,
cost of premium, feasibility of continuation of current plan(s), comprehensive administrative
services provided by the carrier(s), plan documents, summary plan descriptions and the
employee communication process i.e. clearly written program material including comprehensive
summary of benefits, etc.

Of the 6 benefit categories (Health, Vision, Dental, Life, Short and Long Term Disability and
Long Term Care, we were able to secure a reasonable overall annual increase of just under 4% or
$197,000. We are proposing a renewal with Kaiser Permanente HMO with no benefit changes, a
move to VSP direct and all other lines to be moved to Lincoln Financial from Guardian. By
moving to Lincoln and VSP, KHS will save $42,227 by eliminating the increase from Guardian
of $30,997 and an additional savings of $11,230 from the current rates.

For the 2018/2019 renewal of employee benefits, management is proposing the following:

e Maintain the current Employee Medical Insurance with Kaiser Permanente. For the
current renewal period, Kaiser Permanente initially requested an increase of 7.3%
primarily due to trying to recoup their prior years of unfavorable claims experience with
KHS. The Medical Loss Ratio during this renewal cycle was 86%. Our insurance broker
was able to reduce this increase to 4.3%, which is less than our 2018 budgeted increase of
10%. Based on current staffing levels, the monthly premium will be $422,508 or
$5,070,096 annually. This equates to an annual increase of approximately $209,254.

The Kaiser executive team and the KHS executive team along with the KHS HR
Department and our broker from INSURICA came together after last year’s renewal to
review the KHS claims history and the patterns associated with the utilization. KHS was
seeking this information to address specific costs drivers to avoid another large increase
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during the next renewal period. Kaiser shared their Value Summary Report as well as
their Prevention and Lifestyle report specific to KHS. Kaiser’s main recommendation
was for KHS to focus on an employee wellness program so that KHS employees are kept
informed about their health matters, to explore ways for employees to eat healthier and to
improve their overall level of physical fitness. To aid in this effort, KHS has decided to
partner with Advanced Care Wellness. The new wellness initiative is set to kick off at
the 2018 open enrollment.

o Replace Guardian with VVSP direct as the vision provider. The monthly cost if enrollment
stays at the current level will be $4,929 per month or $59,158 annually. This equates to
an annual increase of approximately $690.

e Replace Guardian with Lincoln as the dental carrier. For the current renewal period,
Guardian initially requested an increase of 8.8% primarily due to higher than expected
utilization. Our insurance broker was able to reduce this increase to 4.8%, which is less
than our 2018 budgeted increase of 10%. Lincoln was able to provide the same benefits at
almost the same current premium. Based on renewal date staffing levels, the monthly
premium will be $30,028 or $360,339 annually. This equates to an annual increase of
approximately $983.

o Replace Guardian with Lincoln as the current Basic Life Insurance carrier. For the
current renewal period, Guardian initially requested an increase of 8.3%. Our insurance
broker was able to reduce this increase to 0%. Lincoln was able to lower the annual
increase to 15% below the current premium. The monthly premium based on the renewal
date staffing levels is $3,199 or $38,389 annually.

o Replace Guardian with Lincoln as the Short-term Disability (“STD”) and Long Term
Disability (“LTD”) carrier. Guardian was requesting a 17% increase on the LTD. This
increase was after our broker negotiated down the original request of 30%. The current
monthly premium based on renewal date staffing levels for both STD and LTD combined
is $14,642 or $175,721 annually. Lincoln is providing the same benefit design for both
products with a rate pass for the LTD and a 9% savings for the STD.

e Maintain current Long-term Care Policy with Unum. The current monthly premium
based on current staffing levels is $2,903 or $34,836 annually. This policy had no change
in premium for the 2018/2019 renewal period.

Requested Action

Approve the renewal and binding of employee benefit plans for medical, vision, dental, life
insurance, short-term and long-term disability and long-term care and to refer to the KHS Board
of Directors.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Robert Landis, CFO

Date: June 14, 2018

Re: Analysis of Insurance Renewals

Background

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

Crime

Property

Liability

Excess Liability

Workers’ Compensation

Fiduciary Liability

Excess Cyber

Managed Care Errors and Omissions Liability Insurance
Earthquake Insurance

Flood Insurance

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

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

term.

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

o Rating: Carrier has an excellent A XV rating from AM Best
e Term: July 1, 2017 through June 30, 2019
Coverage: This policy insures against employee theft, forgery, robbery and
safe burglary, and computer fraud. KHS Employee benefits plans are also
covered for theft of funds.
e Limit per Occurrence: $10,000,000
Deductible: $2,500
e Annual Premium: $9,355. Prior year premium was $9,355.
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No claims were filed last year.

Property and Liability Insurance

Management recommends renewing participation in the property and liability program
offered by the Joint Powers Authority, Special District Risk Management (SDRMA). This
agency was formed in 1986 to offer risk sharing and risk financing for California public
agencies. KHS has $19.7 million of property plant and equipment along with the Builders
Risk coverage insuring the Buck Owens construction with an estimated value of $24,796,531
and includes Business Interruption and Automobile Physical Damage coverage. Primary
Cyber Coverage is included at a limit of $2 million that insures against the damages that
occur related to computer system breaches and Pollution coverage is included with a limit of
$2 million that insures against environmental hazards.

e Rating: SDRMA confidence level rating of 95%
e Term: July 1, 2018 through June 30, 2019

e Property Coverage: This policy insures against losses from property
damage

e Limit per Occurrence: $1,000,000,000 repair or replacement cost
- Business Income - $100,000,000

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

e Liability Coverage: This policy insures against losses from General
Liability, Auto Liability, Public Officials Errors and Omissions and
Employment Related Practices Liability and Sexual Abuse or Molestation
Coverage.

o Limit of liability per occurrence or wrongful act $10,000,000 except
$5,000,000 for Sexual Abuse or Molestation Coverage.

e Deductibles: Various - $500 Property Damage and EPL (first $10,000
is paid by SDRMA - from $10,000 to $110,000 50% is paid by Kern
with a maximum of $50,000, other 50% is paid by SDRMA).

Annual Estimated Premium$213,346. Last year’s premium $144,484
Premium increase of 48% is represented as follows:

Program Rate increase of 6% - $12,990

Property Increase due to addition of Buck Owens - $18,138

Liability Increase due to operating budget increase - $24,986
Liability Increase due to payroll increase - $ $12,748

No claims were filed last year.
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e Excess Liability
Management recommends renewing the excess liability program. The excess liability
provided additional limits over the liability program offered above with SDRMA.
e Hallmark Specialty Insurance Company (1% $5m) and Great American
Assurance Company (2" $10m)
o Rating: Carrier Hallmark Specialty Insurance Company has a A-
(Excellent) Financial Category: V11 ($100M to $250M) rating from AM
Best
e Rating: Great American Assurance Company has a A+ (Superior)
Financial Category: XIV ($1.5B to $2B) rating from AM Best
e Term: July 1, 2018 through June 30, 2019
o Liability Coverage: This policy insures against losses from General
Liability, Auto Liability, Public Officials Errors and Omissions and
Employment Related Practices Liability.
o Limit of liability per occurrence or wrongful act $15,000,000

Deductibles: None, excess of primary limits of $10,000,000 for a total of liability
limits of $25,000,000

Annual Estimated Premium $92,000. Last year’s premium $92,000.

No claims were filed last year.

e Workers’ Compensation Insurance
Management recommends replacing the Special District Risk Management Authority
with Berkshire (Cypress Insurance Company) for an estimated savings of
$47,000. Alliant marketed the coverage extensively and the best quote was received
from Berkshire.
e Cypress Insurance Company
e Rating: Carrier has a superior A++ XV rating from AM Best
e Term: July 1, 2018 through June 30, 2019
e Coverage: This policy insures against losses from work related injuries and
the employer’s liability to employees and Board Members
e Coverage is mandated by the state.
e Limit per Occurrence: Statutory for Workers’ Compensation and
$1,000,000 for Employer’s Liability
e Deductible: N/A
e The annual premium is a function of KHS’ annual estimated payroll
of $26,232,965 which is a 14% increase year over the prior
period.
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e Since 2010, KHS has filed 52 workers’ compensation claims with estimated

losses of $618,614. Three year loss ratio is 111%

e Annual Estimated Premium: 236,986. Prior year estimated premium was

$172,604

Premium increase of 37% is represented as follows:
Payroll increase - $33,178
Increase due to experience and increased rates - $31,204

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

Hudson Insurance Company

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

Term: August 1, 2018 through August 1, 2019

Limit per occurrence: $2,000,000

Aggregate: $2,000,000

Self-Insured Retention: $0 Non-indemnifiable losses $25,000 All other losses
Annual Premium $4,384. Last year’s premium was $3,348.

Premium increase of 30% is due to increasing the limits from $1,000,000 to $2,000,000.
Management recommends the increase due to the size of plan assets.

No claims were filed last year.

e Excess Cyber Liability Insurance
Management recommends renewing coverage for Excess Cyber liability. Included in the
SDRMA placement is the limit of $2,000,000 per incident and in the aggregate. This
excess coverage provides KHS with an additional $8,000,000 in coverage.

AXIS Insurance Company (1% $3 million) and Greenwich Insurance
Company (2" $5 million)

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

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

Term: July 1, 2018 through June 30, 2019

Limit per incident: $8,000,000

Aggregate: $8,000,000

Self-Insured Retention: Primary coverage within the SDRMA Program
Annual Premium: $13,000 estimated. Last year’s premium was $2,784.
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Premium increase of approximately $10,000 is due to increasing the excess cyber coverage
limits from $3,000,000 to $8,000,000 for total cyber liability coverage of $10 million.
Management recommends the increase due to the increase in the number cyber-attacks
occurring in the health care industry.

No claims were filed last year.

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

Lexington Insurance Company

Rating: Carrier has an excellent A XV rating from AM Best
Term: July 1, 2018 through June 30, 2019

Limit per occurrence: $1,000,000

Aggregate: $3,000,000

Self-Insured Retention:$100,000 each claim

Annual Premium: $46,440. Last year’s premium was $56,830

No claims were filed last year.

e Earthquake Insurance
Management recommends renewing the Earthquake insurance coverage.

Everest Indemnity Insurance Company

Rating: Carrier has excellent A XV rating from AM Best

Term: July 1, 2018 through June 30, 2019

Limit per occurrence: $5,000,000

Aggregate: $5,000,000

Deductible:5% Per unit (unit is defined as replacement cost of the
Covered Property — Building, Contents and Business Income
separately), subject to a minimum of $25,000

Annual Premium:; $10,774. Last year’s premium was $11,558.

No claims were filed last year

¢ Flood Insurance
Management recommends renewing the Flood Insurance coverage.

Hartford Ins. Company of the Midwest

Rating: Carrier has a superior A+ XV rating from AM Best
Term: July 1, 2018 through June 30, 2019

9700 Stockdale Hwy — Building and Contents

$500,000 Building (maximum limit available)
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$500,000 Contents (maximum limit available)
$1,250.00 Deductible on both Building & Contents
Annual Premium: $3,323. Last year’s premium was $3,323.

No claims were filed last year.

Requested Action

Approve Insurance Renewals including maintaining Workers’ Compensation coverage for the
Board of Directors.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Alan Avery, Chief Operating Officer
Date: June 14, 2018

Re:  Renewal of Stria Agreement for Claims Mailroom and OCR Services

Background

In 2013, KHS contracted with Stria, (a local Bakersfield company) to supplement KHS claims
mailroom services, perform scanning and optical character recognition (OCR) activities, and
develop electronic image and data file exchange. During the term of the agreement, KHS asked
Stria to store and scan claims disputes and member grievance and appeals.

We have been very satisfied with Stria’s performance of all services and their willingness to take
on new KHS administrative projects. However, given the length of the agreement and as is our
normal practice, KHS put the contract out to bid requesting interested qualified vendors to
submit proposals for the service currently being provided by Stria.

Only two vendors responded to our RFP: Stria and SmartData Solutions. The responses from
both vendors were very similar except in the following areas which SmartData could not
accommodate:

¢ ability to perform on-site mail room management
e geographical location where the majority of the work would be performed
o need for local storage of certain records and documents

Therefore, Management recommends renewing the agreement with Stria for an additional three
years for a total cost of $1,137,513.02.

A presentation is attached showing the RFP results and proposed cost from each vendor.

Requested Action

Recommend the Board of Directors authorize the CEO to sign the Stria renewal agreement for an
amount not to exceed $1,137,513.02.
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Proposed administrative contract over $100,000, June 14, 2018.

1. Operational Agreement with Stria, LLC.

a.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign
Contact

Robin Dow-Morales; Director of Claims
Background

In 2007, KHS acquired an Optical Character Recognition (OCR) solution to
scan and process paper claims. KHS receives approximately 12% of its total
claim volume (360,000 claims per year resulting in 1.1M images) on paper and
utilizes the OCR process to convert the paper forms into an electronic format.
Electronically converted claims eliminate the need for manual data entry into
KHS’ claims processing and payment system. After thorough analysis,
efficiencies were found to exist by outsourcing KHS’ internal scanning and
OCR solution. In 2013, KHS performed an RFP process and selected Stria, LLC
as the preferred organization to provide an outsourced OCR solution.
Discussion

In June 2013, KHS entered into a five year agreement with Stria, LLC a local
company, to provide Optical Character Recognition services for the paper
medical claims as well as Mail Room functions. In December 2017, KHS
performed an RFP process for which we received two responses: Stria, LLC and
Smartdata Solutions. After reviewing and evaluating both proposals, a decision
was made to continue services with Stria, LLC.
Fiscal Impact
Not to exceed $1,137,513.02 per three years.

Risk Assessment

Claims volume continue to grow, not outsourcing these services will require
KHS to hire additional staffing and purchase software and hardware. KHS staff

would have to manually enter all paper claims into QNXT for processing and
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payment which will require additional resources and risk due to
compliance and claim processing.

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

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

This contract is pending Legal review.
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B/ Contract
m | Purchase

KERN HEALTH
SYSTEMS

AGREEMENT AT A GLANCE

Department Name: Claims Department Head: Robin Dow-Morales
Contract Vendor: Stria, LL.C

Vendor contact Name & e-mail: Scott Garrison, sgarrison(@stria.com

What services will this vendor provide to KHS? Claims Mailroom functions onsite. OCR services. dispute

scanning, data storage and transfer, grievance and appeal scanning. storage and retrieval.

Description of Contract

Type of Agreement: Professional Services Background: In 2007, KHS acquired an Optical Character Recognition
(OCR) solution to scan and process paper claims. KHS receives

approximately 12% of its total claim volume (360.000 claims per year

resulting in 1.1M images) on paper and utilizes the OCR process to
convert the paper forms into an electronic format. Electronically

converted claims eliminate the need for manual data entry into KHS®

claims processing and payment system. After thorough analysis,
efficiencies were found to exist by outsourcing KHS’ internal scanning

and OCR solution. In 2013 KHS performed an RFP process and selected
Stria, LLC as the preferred organization to provide an outsourced OCR

solution.
DJ Establish a new 2BISEHICHL Previous Agreement No. __ or Amendment No.
[] Amendment Date Agreement Began

Brief Explanation Claims Mailroom functions onsite, OCR services
dispute scanning, data storage and transfer, grievance and appeal
scanning, storage and retrieval.

[ ] Continuation of an Existing Contract

[] Replacement

[[] Addendum
[[] Retroactive Agreement

Reason for delay in approval:
Retroactive Date

IZI Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-I, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (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). Request for Proposal (RFP) shall be used
to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained and justified in
writing. All bids will be treated as a not to exceed amount with “change orders” used to track any changes. )

Brief vendor selection justification: Completeness of required services, quality of product, locality of vendor, no additions
to staff required.
[] Sole source — no competitive process can be performed.

Brief reason for sole source:

[] Conflict of Interest Form is required for this Contract

Form updated 11/28/16

105/298



KHS Board of Directors Meeting, June 14, 2018

HIPAA Business Associate Agreement is required for this Contract

Fiscal Impact
KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [ ] NO XIYES
Budgeted Cost Center 230 GL# 5490
Will this require additional funds? NO CJYES

Maximum cost of this agreement not to exceed: $1.137.513.02 per three years.

Notes: No implementation costs needed.

Contract Terms and Conditions

Effective date: 6/14/18 Termination date: 6/14/21

Explain extension provisions, termination conditions and required notice: Contract can be terminated given 30 days notice.

Approvals

Contract Owner: Purchasing:
Department Head Directgr of Précurement

SNE/NK
Date Date i
Reviewed as Lﬁt;izdget: Recow"e Committee:
Chief Financial Officer or Controller Committee Chairm

o)z 57 3'/7/ V

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

Chief Executive Officer Approval:

Chief Executive Officer

Date

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

KHS Board Chairman
Form updated 11/28/16
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Douglas A. Hayward, CEO
Date: June 14, 2018

Re:  American Logistics Company (ALC) Administrative Contract

Background

With the passage of AB 2394 in 2017, the California Legislature expanded the Medi-Cal
Transportation benefit to add non-medical transportation to and from clinical services and
pharmacies along with transportation services to dental care, mental health care and other
covered benefits not managed or provided through KHS. The intent of the legislation ensured
beneficiaries’ access to health care would not be impeded from lack of transportation. Since this
would materially change the volume and scope of transportation services, with Board approval,
KHS outsourced the administration of scheduling and tracking transportation services to
American Logistics Company (ACL).

Because this was a new benefit, KHS had no experience on which to determine the level of
utilization to be expected for non-medical transportation. Therefore, our contract with ACL
accommodated a 25% increase in service demand based on a more limited benefit managed by
KHS at the time. As such, the Board approved a dollar amount for administering the program
through ACL not to exceed $606,000.

Since the implementation of the transportation benefit in July 2017, as reported to the Board at
previous meetings, KHS has experienced significantly higher utilization of the transportation
benefit which consumed the entire administrative budget of $606,720 in the first nine months of
the agreement. Given the trend occurring in the demand for transportation, it is projected KHS
will spend an additional $3,710,556 over the remainder of the ALC agreement. A good deal of
which comes from members transported to receive services such as those listed above not
managed or provided through KHS.

Alan Avery, COO will provide greater detail of the growth of the benefit along with the early
reports of the effectiveness of this benefit on medical utilization trends during the presentation.

Requested Action

Recommend to authorize the CEO to sign the ALC amendment for an amount not to exceed
$3,710,556.00.
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Proposed amendment to administrative contract over $100,000, June 14, 2018

1. Operational Agreement with ALC, LLC.

a.

C.

c.

Recommended Action

Approve; Authorize Chief Executive Officer to Sign

Contact

Alan Avery; Chief Operations Officer

Background

With the passage of AB 2394 last year by the California Legislature effective
July 1, 2017, NEMT services have expanded significantly by adding non-
medical transportation (NMT) as a benefit for all members to obtain covered
Medi-Cal services. Non-medical transportation includes personal vehicle use
and ambulatory vehicles. During the last year, KHS has experienced a sizeable
increase in the overall utilization of the NMT and NEMT services.

d. Discussion

KHS released the NEMT Request for Proposal on December 12, 2016 to
outsource management of NEMT benefits to an experienced broker. KHS
received responses from two transportation brokers to provide NEMT services.
ALC was selected as a vendor due to their experience and is also currently
providing services to several Medi-Cal plans, such as IEHP, Cal-Optima and
Health Plan of San Mateo. They were also the lowest bidder, scored the highest
by the selection committee and had a successful site visit by KHS staff. This
contract allows KHS to continue contracting with our current NEMT providers
and enables KHS members to continue utilizing transportation providers they
are satisfied with to ensure continuity of care. It also allows us to offer
ambulatory transportation services and mileage reimbursement to KHS
members.

Fiscal Impact
Not to exceed $3,710,556.00 per current agreement.
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f. Risk Assessment
Due to transportation benefit expansion resulting from passage of AB 2394, this
benefit is leading to 50% quarterly increase in cost and utilization of the
expanded services. Based on our estimates, this amendment to the current
contract is projected will cost us an additional $3,710,556.00 per the remaining
of the contract. Bringing this service in house would require KHS to hire 10
additional FTEs, and to purchase additional software and hardware. Therefore
extending the current agreement is the preferred option.

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

h. Reviewed by Chief Compliance Officer and/or [.egal Counsel

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

AGREEMENT AT A GLANCE

Department Name: Member Services Department Head: Nate Scott

Contract Vendor: American Logistics Company

Vendor contact Name & e-mail: Mike Dunne, MDunne(@alcsolutions.com

What services will this vendor provide to KHS? Administration of Non-Emergency Medical Transportation and

Non Medical Transportation member benefits.

Description of Contract
Type of Agreement: Professional Services —Background: With passage of AB 2394 on July 1. 2017, by the
California Legislature NEMT services have expanded significantly by

adding non-medical transportation (NMT) as a benefit for all members
to obtain covered Medi-Cal services. Non-medical transportation also
includes personal vehicle use and ambulatory vehicles.

L] Establish a new BeERe Previous Agreement No. _ or Amendment No.

X Amendment Date Agreement Began 4/17/17

Brief Explanation: KHS released the NEMT Request for Proposal
on December 12. 2016 to outsource management of NEMT
benefits to an experienced broker. KHS received responses from
two transportation brokers to provide NEMT services. ALC was
] Addendum selected as the vendor for these services.

[] Retroactive Agreement

[] Continuation of an Existing Contract

[] Replacement

Reason for delay in approval:
Retroactive Date

[] Summary of Quotes and/or Bids attached. Pursuant to KHS Policy #8.11-1, KHS will secure competitive quotes and bids to obtain the
maximum value from the expenditures. Electronic (e-mail/fax) solicitation may be used for purchases of up to Fifty Thousand Dollars or more if not
budgeted (850,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00) but must be documented on the RFQ form
(Attachment A). Actual bid, sole or single source justification and/or cost price analysis documents are required for purchases over Fifty Thousand
Dollars or more if not budgeted ($50,000.00) and One Hundred Thousand Dollars or more if budgeted (8100,000.00). Request for Proposal (RFP)
shall be used to solicit bids for professional services over Fifty Thousand Dollars (850,000). Lowest bid price not accepted must be fully explained
and justified in writing. All bids will be treated as a not 10 exceed amount with “‘change orders” used to track any changes. )

Brief vendor selection justification:
Xl Sole source —

Brief reason for sole source: KHS is currently under contract with ALC.

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

DX HIPAA Business Associate Agreement is required for this Contract

7 Fiscal Impact
KHS Governing Board previously approved this expense in KHS’ FY 2018 Administrative Budget [X] NO [JYES
Budgeted Cost Center 330 GL# 5207

Form updated 11/28/16
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Will this require additional funds?

XINO LJYES

Maximum cost of this agreement not to exceed: $3.710,556.00 per current term

Notes:

Caniue't 'lTerms and Conditions

Effective date: 6/14/18

Termination date: 4/17/19

Explain extension provisions, termination conditions and required notice: This contract can be terminated given a 30 day

notice.

_ , Approvals

Contract Owner: Purcha%

Department Head Director of Procurement
S/2) 13

Date Date 4

Reviewed as to Budget:

Ut L

Chief Financial Officer or Controller

olilig

Date

Compliance Review:

Chief Compliance Officer

Date

Recol@)’ @Tmmiﬁee:
=y

Committee Chainn(n

GlUE

Legal Review:

v

Date

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

To: KHS Board of Directors
From: Robert Landis, CFO
Date: June 14, 2018

Re:  AB 85 Funding to Bring the Public Hospital (Kern Medical) Up to Cost for Services
Provided to the Medi-Cal Expansion Population During FY 16-17

Background

Department of Health Care Services (DHCS) has provided AB 85 funding for Kern Medical to
bring Kern Medical up to cost for services provided to the Medi-Cal Expansion population
during FY 16-17 for a maximum of $15,426,391 for the Base Rate and $546,977 for the Rate
Range.

The attached amendment to our Kern Medical agreement will require approval by the KHS
Board of Directors in order to facilitate the transfer of such funds.

Requested Action

Approve; Authorize CEO to sign Amendment 41 to the Hospital and Other Facility Services
Agreement with Kern Medical.
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AMENDMENT NO. 41
TO
HOSPITAL AND OTHER FACILITY SERVICES AGREEMENT

This Amendment No. 41 (this “Amendment”) to the Hospital and Other Facility Services
Agreement is made this day of , 2018, by and between Kern Health
Systems, a county health authority (“PLAN”), and the Kern County Hospital Authority
(“AUTHORITY"), a local unit of government, which owns and operates Kern Medical Center
(“PROVIDER”).

RECITALS

(a) PLAN and PROVIDER have previously entered into a Hospital and Other
Facility Services Agreement, effective January 1, 2001, as amended (“Agreement”); and

(b) Section 10.02 of the Agreement provides that it may be amended; and

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

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

(e) The California Department of Health Care Services (“State DHCS”) has paid
increased Medi-Cal managed care capitation rate amounts to PLAN, funded in part by
intergovernmental transfers pursuant to sections 14199.2 and 14301.5 of the Welfare and
Institutions Code from AUTHORITY, as the governmental funding entity, to State DHCS, to
help assure the availability of Medi-Cal health care services to Medi-Cal Optional Expansion
enrollees of PLAN (hereinafter referred to as “OE Medi-Cal Managed Care Rate Payments” or
“OE MMCR Payments”); and

)] With respect to services provided to PLAN’s Medi-Cal Optional Expansion
(“OE”) enrollees for the period July 1, 2016 through June 30, 2017, PLAN and PROVIDER
agree to amend the Agreement to provide for (1) a base rate increase for PROVIDER’s cost of
providing the services (“OE Base Rate Increase”) and (2) a 75 percent rate range increase to
PROVIDER (“OE Rate Range Increase”); and

(g) PLAN and PROVIDER previously entered into Amendment No. 40 to provide for
base rate and rate range increases to PROVIDER with respect to services for OE enrollees of
PLAN; and

(h) PLAN and PROVIDER acknowledge and agree that the purpose of this
Amendment No. 41 is to clarify the terms of Amendment No. 40.
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NOW, THEREFORE, in consideration of the mutual covenants and conditions
hereinafter set forth and incorporating by this reference the foregoing recitals, PLAN and
PROVIDER agree to amend the Agreement as follows:

1. Article X, section 10.14 shall be made part of the Agreement as follows:

OE MEDI-CAL MANAGED CARE BASE RATE AND RATE RANGE INCREASES

1. OE Base Rate and Rate Range Increases to PROVIDER

A. Payment

(1) PLAN shall pay to PROVIDER, for covered services provided during the
term of this Amendment, the rates for services set forth in the Agreement, in accordance
with the terms and conditions of the Agreement, which shall be no less than the facility
contract rates in effect as of July 1, 2017.

2 PLAN shall pay to PROVIDER (1) as the OE Base Rate Increase a
maximum amount of $7,412,025 for the period of July 1, 2016 through December 31,
2016 and $8,014,366 for the period of January 1, 2017 through June 30, 2017, for a total
amount of $15,426,391 for the entire period of July 1, 2016 through June 30, 2017, and
(2) as the OE Rate Range Increase a maximum amount of $546,977 for the period of July
1, 2016 through June 30, 2017, from the OE MMCR Payments (net of the Health Plan
Retention described in paragraph 1.B) received from State DHCS, in accordance with
paragraph 1.E below regarding the form and timing of Payments for services provided by
PROVIDER to OE enrollees of PLAN. Notwithstanding the foregoing, payments to
PROVIDER by PLAN from OE MMCR Payments (net of Health Plan Retention) for the
relevant period shall be adjusted as appropriate to ensure that all such applicable OE
MMCR Payments (net of Health Plan Retention) received by PLAN are distributed, and
in no case shall exceed the total amount of OE MMCR Payments received by PLAN.
PLAN payments shall be based on actual OE MMCR Payments included in PLAN’s
monthly capitation payment or a lump-sum payment received from State DHCS and any
applicable instructions from State DHCS. OE Base Rate and OE Rate Range Increases
paid to PROVIDER shall not replace or supplant any other amounts paid or payable to
PROVIDER by PLAN.

B. Health Plan Retention

PLAN may retain any portion of the OE MMCR Payments as instructed or approved by
State DHCS. PLAN will not retain any other portion of the OE MMCR Payments received from
State DHCS.

C. Conditions for Receiving OE Base Rate and Rate Range Increase Payments

As a condition for receiving OE Base Rate and OE Rate Range Increases, PROVIDER
shall, as of the date the particular payment is due:

00125303.3 2
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1) remain a provider of primary and specialty hospital and non-hospital
services in PLAN, to provide capacity for meeting the complex conditions of OE Medi-
Cal beneficiaries;

2 remain a participating provider in PLAN and not issue a notice of
termination of the Agreement;

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

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

D. Form and Timing of Payments

PLAN agrees to pay OE Base Rate and OE Rate Range Increases to PROVIDER in the

following form and according to the following schedule:

1) PLAN agrees to pay the OE Base Rate and OE Rate Range Increases to
PROVIDER using the same mechanism through which compensation and payments are
normally paid to PROVIDER in accordance with the terms and conditions of the
Agreement (e.g., by check or electronic transfer).

2 PLAN will pay the OE Base Rate and OE Rate Range Increases to
PROVIDER no later than 45 calendar days after receipt of the applicable OE MMCR
Payments from State DHCS.

E. Consideration

Q) As consideration for the OE Base Rate and OE Rate Range Increases,
PROVIDER shall use the OE Base Rate and OE Rate Range Increases for the following
purposes and shall treat the OE Base Rate and OE Rate Range Increases in the following
manner:

@ The OE Base Rate and OE Rate Range Increases shall represent
compensation for Medi-Cal services rendered to OE enrollees by PROVIDER
during the State fiscal year to which the OE Base Rate and OE Rate Range
Increases apply; and

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

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

3 Both parties agree that none of these funds, either from AUTHORITY or
federal matching funds will be recycled back to AUTHORITY s general fund, the State,
or any other intermediary organization. Payments made by PLAN to PROVIDER under
the terms of this Amendment or the Agreement constitute patient care revenues.

(@) The parties agree that the amounts paid under the Agreement, Amendment
No. 40 and this Amendment No. 41, for the period of July 1, 2016 through June 30, 2017,
represent the total cost of providing services to OE enrollees of PLAN during the period
and no additional amounts are due based on cost. Neither AUTHORITY nor
PROVIDER shall make any additional claims to PLAN based on the cost of the services
provided to OE enrollees of PLAN during the period.

F. PLAN’s Oversight Responsibilities

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

G. Cooperation Among Parties

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

H. Reconciliation

Within 120 calendar days after the end of PLAN’s fiscal year in which OE Base Rate and
OE Rate Range Increases were made to PROVIDER, PLAN shall perform a reconciliation of the
OE Base Rate and OE Rate Range Increases transmitted to PROVIDER during the preceding
fiscal year to ensure that the supporting amount of OE MMCRs were received by PLAN from
State DHCS. PROVIDER agrees to return to PLAN any overpayment of OE Base Rate and OE
Rate Range Increases made to PROVIDER due to a PLAN error within 30 calendar days after
receipt from PLAN of a written notice of the overpayment error, unless PROVIDER submits a
written objection to PLAN. Any such objection shall be resolved in accordance with the dispute

00125303.3 4
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resolution processes set forth in in section 10.04 of the Agreement. The reconciliation processes
established under this paragraph are distinct from the indemnification provisions set forth section
J below. PLAN agrees to transmit to PROVIDER any underpayment of OE Base Rate and OE
Rate Range Increases within 30 calendar days of PLAN’s identification of such underpayment.
This section | shall survive termination of this Amendment.

l. Indemnification

Q Anything to the contrary contained in the Agreement or this Amendment
notwithstanding, PROVIDER shall indemnify and hold PLAN (including its directors,
officers, agents, and employees) harmless against any losses, claims, demands, liabilities,
court costs, judgments and expenses, imposed by a court or otherwise incurred by PLAN
arising out of, or in any way related to, intergovernmental transfers from AUTHORITY
to State DHCS for the provision of OE Base Rate and OE Rate Range Increases to
PROVIDER, including but not limited to the following circumstances:

@ In the event that State DHCS, the Department of Health and
Human Services or any other federal or state agency recoups, offsets, or otherwise
withholds any money from or fails to provide any money to PLAN, or PLAN is
denied any money to which it otherwise would have been entitled, for any reason
relating to the Medi-Cal managed care capitation rate range increases arising from
the Intergovernmental Agreement as such increases flow through the Medi-Cal
Agreement between PLAN and the State and this Amendment, including but not
limited to (i) State DHCS’ use of OE Base Rate or OE Rate Range Increases to
supplant or replace other amounts in violation of the restrictions in section 2.2 of
the Intergovernmental Agreement; (ii) the failure of the OE Base Rate and OE
Rate Range Increases to qualify in whole or part for federal participation pursuant
to 42 C.F.R. part 433, subpart B; (iii) overpayment of OE Base Rate and OE Rate
Range Increases to PLAN by State DHCS; or (iv) State DHCS requiring PLAN to
shift OE Base Rate or OE Rate Range Increases as a result of any correction
related to OE dual beneficiaries, PLAN shall have a right to immediately recoup,
offset or withhold any and all such amounts from payments otherwise due to
PROVIDER.

2) Recovery by PLAN pursuant to this section shall include, but not be
limited to, reduction in future OE Base Rate and OE Rate Range Increases paid to
PROVIDER in an amount equal to the amount of OE Base Rate and OE Rate Range
Increases recovered from PLAN, or by reduction of any other amounts owed by PLAN to
PROVIDER;

3) PLAN may pursue an appeal, a lawsuit, or any other available legal action
to challenge any recoupment by State DHCS, the Department of Health and Human
Services, or any other federal or state agency, that is not required by law, unless after
consultation with PROVIDER and with good cause, PLAN determines that it is not in the
best interest of PLAN and/or PROVIDER to do so.
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4 At PLAN’s discretion, PROVIDER shall either immediately provide or
arrange for legal representation on PLAN’s behalf or PLAN shall arrange for its own
representation and be entitled to reimbursement, from PROVIDER, of its reasonable
attorney’s fees and costs incurred for such representation, in addition to any and all other
relief to which PLAN may be entitled, including, but not limited to, the following
circumstances:

€)] If any action at law, suit in equity, arbitration, or administrative
action is brought against PLAN by State DHCS, the Department of Health and
Human Services, any other federal or state agency or other individual or
organization to: (i) enforce or interpret the OE Base Rate or OE Rate Range
Increases; or (ii) recoup, offset, or otherwise withhold any money from PLAN
relating to the OE Base Rate or OE Rate Range Increases; or

(b) If PLAN brings any appeal, action at law, suit in equity, arbitration
or administrative action against State DHCS, the Department of Health and
Human Services or any other federal or state agency to: (i) enforce or interpret the
OE Base Rate or OE Rate Range Increases; or (ii) in response to an action
described in subparagraph 1.J (1)(a) or subparagraph 1.J (4)(a) above.

(5) If PLAN prevails in any appeal, action at law, suit in equity, arbitration, or
administrative action against PROVIDER to enforce or interpret the OE Base Rate or OE
Rate Range Increases or to recoup, offset, or otherwise withhold any money relating to
the OE Base Rate or OE Rate Range Increases, PLAN shall be entitled to reasonable
attorney’s fees and costs from PROVIDER.

(6) It is the parties’ intention that PLAN not be economically harmed as a
result of its willingness to enter into this Amendment.

@) For the avoidance of doubt and purposes of clarity, the parties agree that
this section J shall prevail to the extent any provision in this section J is contrary to or
conflicts with any other provision, subsection, or section of this Amendment or any
provision of the Agreement. This section J shall survive termination of this Amendment.

2. Term

The term of this Amendment shall commence on July 1, 2017, and shall terminate on
September 30, 2018.

All other terms and provisions of the Agreement shall remain in full force and effect so that all
rights, duties and obligations, and liabilities of the parties hereto otherwise remain unchanged;
provided, however, if there is any conflict between the terms of this Amendment and the
Agreement, then the terms of this Amendment shall govern. Additonally, for the avoidance of
doubt and purposes of clarity, if there is any conflict between this Amendment No. 41 and
Amendment 40, then the terms of this Amendment No. 41 shall govern. The parties
acknowledge and agree that each party was represented by counsel in the negotiation and
execution of this Amendment.

00125303.3 6
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Signatures

HEALTH PLAN: Kern Health Systems Date:

By:
Chief Executive Officer

PROVIDER: Kern County Hospital Authority Date:

By:

Chief Executive Officer

APPROVED AS TO FORM:
LEGAL SERVICES DEPARTMENT

By
Karen S. Barnes, Esq.
Vice President & General Counsel
Kern County Hospital Authority

00125303.3 7
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Douglas A. Hayward, CEO
Date: June 14, 2018
Re: 2018-2019 KFHC Advertising Campaign

Background

Key to KHS’s newest Ad campaign is the desire to enduringly instill in the public’s mind our legacy as
the only local health plan uniquely positioned to serve the health care needs of low income families in
Kern County.

Our path to this goal started over 5 years ago beginning with changing our community’s perception of
Kern Family Health Care. Historically, our image and reputation portrayed a health plan that seemed
aloof and indifferent to both our mission and target population. At the time, prospective enrollees could
not relate, nor identify with the content and images depicted in our advertising. To change this perception
would require rebranding our health plan using advertising content and images that eligible Medi-Cal
beneficiaries could relate to.

The timeline below shows this transformation beginning with 2013/14 when KHS launched its “Together
in Unity Campaign” featuring collaboration between providers, members and Kern Family Health Care in
a way our target population could identify. In the subsequent two years, (2015/16) KHS used real
members testifying to the positive experience they receive as a Kern Family Health Care member. Using
our member’s own experience and testimonies, KHS was able to validate its commitment to improve the
lives of its members. This campaign was called: “Life Changing Testimonials”.

Timeline of KFHC Advertising Campaigns

2012 2013-14 2015-16 2018-19

Develop Strategy and Bulldlaisainiand Crei_iibility Build Legacy and Sustainability

Our growth more than doubled over the period our two previous Ad campaigns ran. It became equally
important to protect our market share as it was to increase our size.

Advertising alone wouldn’t be enough to show our commitment to our mission. During this same period,
KHS undertook other efforts to improve its image with its network of doctors, hospitals and safety net
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providers in Kern County. Through its provider and community grant programs, its sponsorship of
community based organizations and local medical causes and events, KHS’s image and reputation in the
community improved dramatically and set the stage for our newest Ad campaign to “Establish the Kern
Family Health Care Legacy”.

The premise for the new campaign is:

“For over 20 years, KFHC is the health plan that members have come to rely on...that each
member is seen as a unique individual...that they can expect the care they need will be there for
them and...that their Doctor will provide the personal care they desire”.

Our new message (consistent with previous advertising campaigns) is to:
= Protect KFHC’s positive reputation among our constituents (providers, members and community)
= Reinforce our brand of being a local, responsive and caring health plan

= Emphasize our Kern County roots...as an organization uniquely positioned to recognize and
design health care benefits and programs specific to the needs and circumstances of Kern
County’s Medi-Cal population.

KHS uses legacy to mean three things over time: assurance, security and trust:

= Assurance — that KHS will continue to provide consistent, high quality clinical services and
customer responsive administrative services of which members have come to rely

=  Security — in knowing that KHS will continue to be here for them as we’ve been for over 20
years

= Trust - that KHS will put the member’s interest first and do what it can to ensure a positive
experience and outcome

The new Ad campaign identifies four prominent medical conditions inflicting KFHC members:
Children’s Asthma, Diabetes, Cancer and Premature Birth. Each story emphasizes how early detection
and treatment gives patients the greatest chance for living a long and quality life that brings joy to them
and their family. The new Ad campaign launched the week of June 4™ on television and billboards.
Transit advertisements will launch in mid-June. This campaign will run for the next two years.

Please click on the link below to see a presentation of our new Ad campaign. The first part (silent
part) introduces the story line concept that runs through each Ad. Next you will see each Ad (3 in English
and one in Spanish). All Ads will be produced in both languages to be used on both English and Spanish
television. Be sure your sound is turned on and enlarge it to full screen mode (bottom right hand corner).
The videos will stream automatically.

http://my.visme.co/projects/y4ymOkpr-2018-kfhc-media-campaign-presentation

Requested Action

Receive and File.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: June 14, 2018

Re: February 2018 Financial Results

The February results reflect a $111,050 Net Increase in Net Position which is a $589,728 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $.7 million unfavorable variance primarily due to:

A) $.6 million unfavorable variance relating to Family and Other primarily due to lower than
expected Maternity revenue.

2) Total Medical Costs reflect a $.8 million favorable variance primarily due to:

A) $.5 million favorable variance in Pharmacy primarily due to a lower volume of prescriptions
due to February being a short month ($.3 million) and lower than expected HEP-C
utilization ($.3 million).

The February Medical Loss Ratio is 94.4% which is slightly unfavorable to the 94.3% budgeted
amount. The February Administrative Expense Ratio is 5.4% which is favorable to the 5.9%
budgeted amount.

The results for the 2 months ended February 28, 2018 reflect a Net Increase in Net Position of $165,776.
This is a $1,157,320 favorable variance to budget and includes approximately $4.3 million of favorable
adjustments from the prior year. The year-to-date Medical Loss Ratio is 94.4% which is slightly
unfavorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is 5.5%
which is favorable to the 6.0% budgeted amount.
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Kern Health Systems
Financial Packet
February 2018

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position

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

Schedule of Medical Costs

Schedule of Medical Costs - PMPM

Schedule of Medical Costs by Month

Schedule of Medical Costs by Month — PMPM

Schedule of Administrative Expenses by Department

Schedule of Administrative Expenses by Department by Month

KHS Group Health Plan — Healthy Families Line of Business

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

KHS Administrative Analysis and Other Reporting

Monthly Member Count

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

Page 12

Page 13

Page 14

Page 15
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF FEBRUARY 28, 2018
ASSETS FEBRUARY 2018 | JANUARY 2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 84,538,046 | $ 109,292,478 | $  (24,754,432)
Short-Term Investments 184,558,206 139,521,110 45,037,096
Pass-through Monies Held for Future Payment 228,428 300,845 (72,417)
Premiums Receivable - Net 51,742,538 52,913,467 (1,170,929)
Interest Receivable 377,931 195,925 182,006
Other Receivables 756,618 1,556,497 (799,879)
Prepaid Expenses & Other Current Assets 1,034,673 1,122,379 (87,706)
Total Current Assets $ 323,236,440 | $ 304,902,701 | § 18,333,739
| RESTRICTED ASSETS [ $ 300,000 [ § 300,000 [ § -
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,390,388 6,470,109 (79,721)
Automobile - Net 17,015 17,407 (392)
Building and Building Improvements - Net 6,600,881 6,628,851 (27,970)
Capital Projects in Process 10,408,932 9,932,191 476,741
Total Capital Assets $ 28,293,778 | $ 27,925,120 | $ 368,658
LONG TERM ASSETS:
Officer Life Insurance Receivables 685,084 685,084 -
Total Long Term Assets $ 685,084 | $ 685,084 | $ -
| DEFERRED OUTFLOWS OF RESOURCES ['$ 2,890,063 | § 2,890,063 | $ - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 355,405,365 | $ 336,702,968 | $ 18,702,397 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 38,018 | $ 40,417 (2,399)
Accrued Salaries and Employee Benefits 1,922,372 1,956,195 (33,823)
Accrued Other Operating Expenses 1,259,799 1,670,902 (411,103)
Accrued Taxes and Licenses 15,321,039 7,513,815 7,807,224
Other Medical Liabilities - Nonoperating Passthrough 228,428 300,845 (72,417)
Claims Payable (Reported) 27,540,410 15,680,985 11,859,425
IBNR - Inpatient Claims 31,946,477 29,488,274 2,458,203
IBNR - Physician Claims 15,237,452 16,057,007 (819,555)
IBNR - Accrued Other Medical 15,627,460 18,362,294 (2,734,834)
Risk Pool and Withholds Payable 3,679,198 3,191,572 487,626
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 43,218,557 43,165,557 53,000
Total Current Liabilities $ 158,344,067 | $ 139,752,720 | § 18,591,347
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | $ 6,082,752 | $ -
| DEFERRED INFLOWS OF RESOURCES I 270,949 | § 270,949 | § -
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 165,776 54,726 111,050
Total Net Position $ 190,707,597 | $ 190,596,547 | $ 111,050
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION [ § 355,405,365 | $ 336,702,968 | $ 18,702,397
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

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

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED FEBRUARY 28, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
165,085 163,700 1,385 Family Members 329,026 327,000 2,026
58,564 57,700 864 Expansion Members 116,308 115,250 1,058
14,320 14,050 270 SPD Members 28,469 28,100 369
5,844 5,050 794 Other Members 11,687 10,075 1,612
8,160 7,825 335 Kaiser Members 16,151 15,625 526
251,973 248,325 3,648 Total Members-MCAL 501,641 496,050 5,591
REVENUES

20,328,489 | 20,947,125 (618,636) Title X1X - Medicaid - Family and Other 40,177471 | 41,846,862 |  (1,669,391)

20,367,468 20,288,947 78,521 Title XIX - Medicaid - Expansion Members 40,845,905 40,525,922 319,983

10,530,984 | 10,856,567 (325,583) Title XIX - Medicaid - SPD Members 20,865,534 | 21,713,133 (847,599)
7,638,903 7,568,822 70,081 Premium - MCO Tax 15,359,370 | 15,119,549 239,821

312,296 268,572 43,7124 Interest /Dividends 801,424 536,502 264,922
- 113,035 (113,035) Reinsurance Recoveries - 225,800 (225,800)
319,159 - 319,159 Rate/Income Adjustments 1,830,660 - 1,830,660
(200,000) - (200,000) Other Income (Expense) (85,468) 2 (85,468)
59,297,299 | 60,043,068 (745,769) TOTAL REVENUES 119,794,897 |[ 119,967,768 (172,871)
EXPENSES
Medical Costs:

12,606,454 | 12,619,090 12,636 Physician Services 25,846,231 | 25,210,771 (635,460)
2,788,474 2,771,275 (17,199) Other Professional Services 5,762,285 5,539,650 (222,634)
4,171,278 4,110,578 (60,700) Emergency Room 8,440,622 8,211,913 (228,709)

13,055,324 | 13,188,924 133,600 Inpatient 26,644,035 | 26,352,491 (291,545)

117,345 113,035 (4,310) Reinsurance Expense 230,881 225,800 (5,081)
5,138,504 4,767,494 (371,010 Outpatient Hospital 10,445,549 9,525,666 (919,883)
1,923,264 2,393,933 470,669 Other Medical 4,345,870 4,784,333 438,464
8,544,614 9,056,937 512,323 Pharmacy 18,311,677 | 18,097,621 (214,056)

487,626 481,000 (6,626) Pay for Performance Quality Incentive 970,980 960,850 (10,130)

(81,180) - 81,180 IBNR, Incentive, Paid Claims Adjustment (2,419,607) - 2,419,607

48,751,703 | 49,502,266 750,563 Total Medical Costs 98,578,522 | 98,909,095 330,573

10,545,596 || 10,540,803 4,793 GROSS MARGIN 21,216,375 | 21,058,673 157,702

Administrative:
1,857,459 1,984,220 126,761 Compensation 3,841,190 3,966,631 125,441

545,740 614,940 69,200 Purchased Services 1,065,632 1,236,780 171,148

27,993 101,339 73,346 Supplies 132,196 202,677 70,481

127,578 130,103 2,525 Depreciation 256,300 260,206 3,906

225,000 286,724 61,724 Other Administrative Expenses 435,466 597,709 162,243
2,783,770 3,117,326 333,556 Total Administrative Expenses 5,730,784 6,264,002 533,218

([ 51,535473 ] 52,619,591 ][ 1,084,118 ] TOTAL EXPENSES [ 104,309,306 || 105,173,097 | 863,791 ||
[ 7,761,826 || 7,423,477 || 338,349 || OPERATING INCOME (LOSS) BEFORE TAX I 15,485,591 || 14,794,671 | 690,920 |
[ 7510749 7,568,822 | 58,073 | MCO TAX [ 15061003 15119549 (41,454)])
( 251,077 | (145,345)] 396,422 | OPERATING INCOME (LOSS) NET OF TAX I 324,588 | (324.878) 649,466 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projects/Community Grants - - -
(140,027) (333,333) 193,306 Health Home (158,812) (666,666) 507,854
(140,027) (333,333) 193,306 | TOTAL NONOPERATING REVENUES (EXPENSES) (158,812) (666,666) 507,854
Il 111,050 [ (478,678) 589,728 NET INCREASE (DECREASE) IN NET POSITION || 165,776 || (991,544) 1,157,320 ||
I 94.4%|| 94.3%| 0.0%] MEDICAL LOSS RATIO I 94.4%| 94.3%| -0.1%)|
(l 5.4%)| 5.9%| 0.6% ADMINISTRATIVE EXPENSE RATIO I 5.5%]| 6.0%] 0.5%||
KHS5/29/2018
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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 FEBRUARY 28, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
165,085 163,700 1,385 Family Members 329,026 327,000 2,026
58,564 57,700 864 Expansion Members 116,308 115,250 1,058
14,320 14,050 270 SPD Members 28,469 28,100 369
5,844 5,050 794 Other Members 11,687 10,075 1,612
8,160 7,825 335 Kaiser Members 16,151 15,625 526
251,973 248,325 3,648 Total Members-MCAL 501,641 496,050 5,591
REVENUES
118.93 124.13 (5.20) Title XIX - Medicaid - Family and Other 117.92 124.15 (6.23)
347.78 351.63 (3.85) Title XIX - Medicaid - Expansion Members 351.19 351.63 (0.45)
735.40 772.71 (37.31) Title XIX - Medicaid - SPD Members 732.92 772.71 (39.79)
31.33 31.47 (0.14) Premium - MCO Tax 31.64 31.47 0.17
1.28 1.12 0.16 Interest /Dividends 1.65 1.12 0.53
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
0.00 0.00 0.00 COB/Subrogation Collections 0.00 0.00 0.00
1.31 0.00 1.31 Rate/Income Adjustments 3.77 0.00 3.77
(0.82) 0.00 (0.82) Other Income (Expense) (0.18) 0.00 (0.18)
243.21 249.66 (6.45) TOTAL REVENUES 246.75 249.71 (2.96)
EXPENSES
Medical Costs:
51.71 52.47 0.76 Physician Services 53.24 52.48 (0.76)
11.44 11.52 0.09 Other Professional Services 11.87 11.53 (0.34)
17.11 17.09 (0.02) Emergency Room 17.39 17.09 (0.29)
53.55 54.84 1.29 Inpatient 54.88 54.85 (0.03)
0.48 0.47 (0.01) Reinsurance Expense 0.48 0.47 (0.01)
21.08 19.82 (1.25) Outpatient Hospital 21.52 19.83 (1.69)
7.89 9.95 2.07 Other Medical 8.95 9.96 1.01
35.05 37.66 2.61 Pharmacy 37.72 37.67 (0.05)
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
(0.33) 0.00 0.33 IBNR, Incentive, Paid Claims Adjustment (4.98) 0.00 4.98
199.96 205.83 5.88 Total Medical Costs 203.05 205.88 2.83
43.25 43.83 (0.58) GROSS MARGIN 43.70 43.83 (0.13)
Administrative:
7.62 8.25 0.63 Compensation 7.91 8.26 0.34
2.24 2.56 0.32 Purchased Services 2.19 2.57 0.38
0.11 0.42 0.31 Supplies 0.27 0.42 0.15
0.52 0.54 0.02 Depreciation 0.53 0.54 0.01
0.92 1.19 0.27 Other Administrative Expenses 0.90 1.24 0.35
11.42 12.96 1.54 Total Administrative Expenses 11.80 13.04 1.23
( 211.37 218.79 || 7.42 || TOTAL EXPENSES I 214.85 || 218.92 | 4.06 ||
( 31.84 | 30.87 | 0.97 || OPERATING INCOME (LOSS) BEFORE TAX I 31.90 | 30.79 | 1.10
I 30.81 ]| 31.47 | 0.67 || MCO TAX I 31.23 3147 | 0.24 ||
( 1.03 [ (0.60)][ 1.63 || OPERATING INCOME (LOSS) NET OF TAX I 0.67 || (0.68)] 1.34
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.56 (1.39) (1.94) Health Home 0.32 (2.77) (3.09)
0.56 (1.39) (1.94) TOTAL NONOPERATING REVENUES (EXPENSES) 0.32 (2.77) (3.09)
[ 0.46 | (1.99)] 245] NET INCREASE (DECREASE) IN NET POSITION || 0.34 | (2.00)] 241
I 94.4%|| 94.3%|| 0.0%|| MEDICAL LOSS RATIO I 94.4%|| 94.3%|| -0.1%|
[ 5.4%]| 5.9%| 0.6%|| ADMINISTRATIVE EXPENSE RATIO I 5.5%| 6.0%|| 0.5%||
KHS5/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY DATE
THROUGH FEBRUARY 28, 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 5,663,635
Referral Specialty Services 9,240,467 8,846,562 18,087,029
Urgent Care & After Hours Advise 1,069,333 1,008,534 2,077,867
Hospital Admitting Team 9,300 8,400 17,700
TOTAL PHYSICIAN SERVICES 13,239,777 12,606,454 25,846,231
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 491,235
310 - Health Services - Utilization Management - UM Allocation * 761,074 704,252 1,465,326
311 - Health Services - Quality Improvement - UM Allocation * 118,821 107,550 226,371
312 - Health Services - Education - UM Allocation * 76,022 65,961 141,983
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 182,497
314 - Health Homes - UM Allocation * 44,203 41,266 85,469
616 - Disease Management - UM Allocation * 56,128 59,793 115,921
Behavior Health Treatment 488,079 385,879 873,958
Mental Health Services 63,645 122,453 186,098
Other Professional Services 1,027,749 965,677 1,993,426
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 5,762,285
EMERGENCY ROOM 4,269,344 4,171,278 8,440,622
INPATIENT HOSPITAL 13,588,711 13,055,324 26,644,035
REINSURANCE EXPENSE PREMIUM 113,536, 117,345 230,881
OUTPATIENT HOSPITAL SERVICES 5,307,045 5,138,504 10,445,549
OTHER MEDICAL
Ambulance 338,351 352,496 690,847
Home Health Services & CBAS 387,076 354,315 741,391
Utilization and Quality Review Expenses 284,192 42,175 326,367
Long Term/SNF/Hospice 999,658 777,625 1,777,283
Enhanced Medical Benefits - 9,604 9,604
Non-Medical Transportation 413,329 387,049 800,378
TOTAL OTHER MEDICAL 2,422,606 1,923,264 4,345,870,
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 16,066,558
RX - HEP-C 729,042 557,006 1,286,048
Rx - DME 620,941 570,130 1,191,071
RX - Pharmacy Rebates (116,000) (116,000) (232,000)
TOTAL PHARMACY SERVICES 9,767,063 8,544,614 18,311,677
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 970,980
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427) (81,180) (2,419,607)
Total Medical Costs 49,826,819 48,751,703 98,578,522
KHS5/29/2018 Page 9
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KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY | FEBRUARY DATE
THROUGH FEBRUARY 28, 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.67
Referral Specialty Services 38.23 36.28 37.26
Urgent Care & After Hours Advise 4.42 4.14 4.28
Hospital Admitting Team 0.04 0.03 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 53.24
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.01
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.02
311 - Health Services - Quality Improvement - UM Allocation * 0.49 0.44 0.47
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.29
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.38
314 - Health Homes - UM Allocation * 0.18 0.17 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.24
Behavior Health Treatment 2.02 1.58 1.80
Mental Health Services 0.26 0.50 0.38
Other Professional Services 4.25 3.96 4.11
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 11.87
EMERGENCY ROOM 17.67 17.11 17.39
INPATIENT HOSPITAL 56.23 53.55 54.88
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48
OUTPATIENT HOSPITAL SERVICES 21.96 21.08 21.52
OTHER MEDICAL
Ambulance 1.40 1.45 1.42
Home Health Services & CBAS 1.60 1.45 1.53
Utilization and Quality Review Expenses 1.18 0.17 0.67
Long Term/SNF/Hospice 4.14 3.19 3.66
Enhanced Medical Benefits 0.00 0.04 0.02
Non-Medical Transportation 1.71 1.59 1.65
TOTAL OTHER MEDICAL 10.02 7.89 8.95
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.09
RX - HEP-C 3.02 2.28 2.65
Rx - DME 2.57 2.34 2.45
RX - Pharmacy Rebates (0.48) (0.48) (0.48)
TOTAL PHARMACY SERVICES 40.41 35.05 37.72
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68) (0.33) (4.98)
Total Medical Costs 206.17 199.96 203.05
KHS5/29/2018 Page 10
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KERN HEALTH SYSTEMS

MEDI-CAL YEAR TO
SCHEDULE OF ADMIN EXPENSES BY DEPT BY MONTH | JANUARY |[FEBRUARY DATE
FOR THE MONTH ENDED FEBRUARY 28, 2018 2018 2018 2018
110 - Executive 249,360 227,269 476,629
210 - Accounting 121,592 122,208 243,800
220 - Management Information Systems (MIS) 554,762 566,474 1,121,236
225 - Infrastructure 126,761 233,198 359,959
230 - Claims 476,893 392,682 869,575
240 - Project Management 83,613 64,943 148,556
310 - Health Services - Utilization Management 5,036 (156) 4,880
311 - Health Services - Quality Improvement 10 358 368
312 - Health Services - Education 147 (130) 17.00
313- Pharmacy 104,959 104,858 209,817
314 - Health Homes 83 (76) 7
616 - Disease Management - 129 129
320 - Provider Relations 262,401 186,821 449,222
330 - Member Services 406,721 390,353 797,074
340 - Corporate Services 327,904 251,490 579,394
360 - Audit & Investigative Services 55,126 54,243 109,369
410 - Advertising Media 4,575 21,825 26,400
420 - Sales/Marketing/Public Relations 50,590 41,234 91,824
510 - Human Resourses 116,481 126,047 242,528
Total Department Expenses 2,947,014 2,783,770 5,730,784
KHS5/29/2018
Management Use Only Page 12




KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF FEBRUARY 28, 2018

KHS Board of Directors Meeting, June 14, 2018

ASSETS FEBRUARY 2018 JANUARY 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,444,298 | $ 1,444,298 -
Interest Receivable 2,830 1,415 1,415
Prepaid Expenses & Other Current Assets 3,334 4,167 (833)
TOTAL CURRENT ASSETS $ 1,450,462 | $ 1,449,880 | $ 582
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,754 11,754 =
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 365,603 | $ 365,603 | $ -
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 3,832 3,250 582
Total Net Position S 1,084,859 | $ 1,084,277 | $ 582
TOTAL LIABILITIES AND NET POSITION | $§ 1,450,462 | $ 1,449,880 | $ 582
KHS5/29/2018
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 FEBRUARY 28, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

Members

REVENUES

- - - Premium - - -
1,415 - 1,415 Interest 2,830 = 2,830
- - - Other Investment Income 2,667 - 2,667
1,415 - 1,415 TOTAL REVENUES 5,498 - 5,498
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - 5 =
(l 1,415 | -l 1,415 | GROSS MARGIN I 5,498 || - 5,498 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 1,666 - (1,666)
833 - (833) Total Administrative Expenses 1,666 - (1,666)
(I 833 | - (833)] TOTAL EXPENSES bl 1,666 || - (1,666)]
I 582 || - 582 || OPERATING INCOME (LOSS) | 3,832 | - 3,832
( -1 -1 - TOTAL NONOPERATING REVENUE (EXPENSES) | - - -
Il 582 || -l 582 || NET INCREASE (DECREASE) IN NET POSITION || 3832 -1 3,832
I 0%|| 0%|| 0%|| MEDICAL LOSS RATIO I 0%][ 0% 0%]|
[ 39%] 0% -59%|| ADMINISTRATIVE EXPENSE RATIO I 30%|[ 0% -30%||
KHS5/29/2018
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO

Date: June 14, 2018

Re: March 2018 Financial Results

The March results reflect a $1,392,076 Net Increase in Net Position which is a $1,872,245 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $11.6 million favorable variance primarily due to:

A) $10.2 million favorable variance in COB/Subrogation primarily due to higher than expected
claim payment recoveries from the prior year where KHS was not primary.

B) $1.1 million favorable adjustment relating to Rate/Income Adjustment primarily due to
receiving 2017 reinsurance recoveries.

2) Total Medical Costs reflect a $9.2 million unfavorable variance primarily due to:

A) $3.0 million unfavorable variance in Physician Services primarily due to higher than
expected utilization of Referral Specialty Services and Urgent Care.

B) $1.1 million unfavorable variance in Emergency Room for Family and Other primarily due
to higher than expected utilization.

C) $3.8 million unfavorable variance in Inpatient primarily due to higher than expected
utilization.

D) $.5 million unfavorable variance in Outpatient Hospital primarily due to higher than
expected utilization.

The March Medical Loss Ratio is 91.9% which is favorable to the 94.3% budgeted amount. The
March Administrative Expense Ratio is 5.2% which is favorable to the 6.0% budgeted amount.

The results for the 3 months ended March 31, 2018 reflects a Net Increase in Net Position of
$1,557,852. This is a $3,029,556 favorable variance to budget and includes approximately $5.3
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.4%
which is favorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is
5.4% which is favorable to the 6.0% budgeted amount.
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF MARCH 31, 2018

ASSETS MARCH 2018 | FEBRUARY 2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 103,208,068 | $ 84,538,046 | $ 18,670,022
Short-Term Investments 164,519,690 184,558,206 (20,038,516)
Pass-through Monies Held for Future Payment 124,601 228,428 (103,827)
Premiums Receivable - Net 49,591,773 51,742,538 (2,150,765)
Interest Receivable 239,003 377,931 (138,928)
Other Receivables 1,474,784 756,618 718,166
Prepaid Expenses & Other Current Assets 1,108,552 1,034,673 73,879
Total Current Assets $ 320,266,471 | $ 323,236,440 | $ (2,969,969)
| RESTRICTED ASSETS [ 300,000 | § 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,307,885 6,390,388 (82,503)
Automobile - Net 16,624 17,015 (391)
Building and Building Improvements - Net 6,573,026 6,600,881 (27,855)
Capital Projects in Process 12,210,067 10,408,932 1,801,135
Total Capital Assets $ 29,984,164 | $ 28,293,778 | § 1,690,386
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,910 685,084 (174)
Total Long Term Assets $ 684,910 | $ 685,084 | $ (174)
[ DEFERRED OUTFLOWS OF RESOURCES [ § 2,890,063 [ § 2,890,063 | $ - |
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 354,125,608 | $ 355,405,365 | $ (1,279,757
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 33,332 | § 38,018 (4,686)
Accrued Salaries and Employee Benefits 2,298,262 1,922,372 375,890
Accrued Other Operating Expenses 1,506,016 1,259,799 246,217
Accrued Taxes and Licenses 22,971,062 15,321,039 7,650,023
Other Medical Liabilities - Nonoperating Passthrough 124,601 228,428 (103,827)
Claims Payable (Reported) 20,167,029 27,540,410 (7,373,381)
IBNR - Inpatient Claims 35,099,644 31,946,477 3,153,167
IBNR - Physician Claims 11,486,422 15,237,452 (3,751,030)
IBNR - Accrued Other Medical 13,424,498 15,627,460 (2,202,962)
Risk Pool and Withholds Payable 2,925,260 3,679,198 (753,938)
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 43,311,251 43,218,557 92,694
Total Current Liabilities $ 155,672,234 | $ 158,344,067 | $ (2,671,833)
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | § 6,082,752 | § -
DEFERRED INFLOWS OF RESOURCES | 3 270,949 [ § 270,949 | § - ]
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 1,557,852 165,776 1,392,076
Total Net Position $ 192,099,673 | $§ 190,707,597 | § 1,392,076
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 354,125,608 | $ 355,405,365 | $ (1,279,757)
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

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

ACTUAL ] BUDGET l VARIANCE FOR THE MONTH ENDED MARCH 31, 2018 ACTUAL I BUDGET | VARIANCE
ENROLLMENT
166,093 164,100 1,993 Family Members 495,119 491,100 4,019
58,774 57,850 924 Expansion Members 175,082 173,100 1,982
14,254 14,050 204 SPD Members 42,723 42,150 573
5,820 5,075 745 Other Members 17,507 15,150 2,357
8,225 7,850 375 Kaiser Members 24,376 23,475 901
253,166 248,925 4,241 Total Members-MCAL 754,807 744,975 9,832
REVENUES

21,226,405 20,994,514 231,891 Title XIX - Medicaid - Family and Other 61,403,876 62,841,376 (1,437,500)

20,638,072 20,340,920 297,152 Title XIX - Medicaid - Expansion Members 61,483,977 60,866,842 617,135

10,764,253 10,856,567 (92,314) Title XIX - Medicaid - SPD Members 31,629,787 32,569,700 (939,913)
7,815,000 7,586,918 228,082 Premium - MCO Tax 23,174,370 22,706,467 467,903

330,992 269,214 61,778 Interest /Dividends 1,132,416 805,715 326,701
- 113,305 (113,305) Reinsurance Recoveries - 339,105 (339,105)
10,245,425 - 10,245,425 COB/Subrogation Collections 10,245,425 - 10,245,425
1,095,189 - 1,095,189 Rate/Income Adjustments 2,925,849 - 2,925,849
(384,933) - (384,933) Other Income (Expense) (470,401) - (470,401)
71,730,403 60,161,437 11,568,966 TOTAL REVENUES 191,525,300 || 180,129,205 11,396,095
EXPENSES
Medical Costs:

15,608,603 12,646,498 (2,962,105), Physician Services 41,454,834 37,857,269 (3,597,565)
2,996,590 2,755,975 (240,615) Other Professional Services 8,758,875 8,259,221 (499,653)
5,259,525 4,119,820 (1,139,705) Emergency Room 13,700,147 12,331,733 (1,368,414)

16,973,565 13,214,281 (3,759,284) Inpatient 43,617,600 39,566,772 (4,050,829)

118,427 113,305 (5,122) Reinsurance Expense 349,308 339,105 (10,203)
5,322,082 4,776,816 (545,266) Qutpatient Hospital 15,767,631 14,302,482 (1,465,149)
2,576,860 2,397,466 (179,394) Other Medical 6,922,730 7,181,800 259,070
9,369,495 9,073,191 (296,304) Pharmacy 27,681,172 27,170,812 (510,359)

489,882 482,150 (7,732) Pay for Performance Quality Incentive 1,460,862 1,443,000 (17,862)

18,265 - (18,265) IBNR, Incentive, Paid Claims Adjustment (2,401,342) - 2,401,342

58,733,294 49,579,503 (9,153,791) Total Medical Costs 157,311,816 | 148,452,194 (8,859,622)

12,997,109 10,581,934 2,415,175 GROSS MARGIN 34,213,484 31,677,011 2,536,473
Administrative:

2,076,645 2,000,418 (76,228) Compensation 5,917,835 6,003,445 85,610

804,716 621,192 (183,524) Purchased Services 1,870,348 1,857,971 (12,377)

(9,431) 101,339 110,770 Supplies 122,765 304,016 181,251

127,464 130,103 2,639 Depreciation 383,764 390,309 6,545

339,883 288,799 (51,084) Other Administrative Expenses 775,349 886,508 111,159
3,339,277 3,141,851 (197,426) Total Administrative Expenses 9,070,061 9,442,249 372,188

[ 62072571 | 52,721,354 | (9.351,217)] TOTAL EXPENSES || 166,381,877 | 157,894,443 || (8,487,434)]
[ 9657832 7440084 | 2,217,748 || OPERATING INCOME (LOSS) BEFORE TAX | 25,143,423 | 22234762 | 2,908,660 |
[ 7,650,023 | 7586918 | (63,105)]] MCO TAX [ 22,811,026 | 22,706467 ] (104,559)]
[ 2,007,809  (146,835)[ 2,154,644 || OPERATING INCOME (LOSS) NET OF TAX [ 2332397 471,704) 2,804,101 |
NONOPERATING REVENUE (EXPENSES)
= = - Reserve Fund Projects/Community Grants - - -
(615,733) (333,334) (282,399) Health Home (774,545) (1,000,000) 225,455
(615,733) (333,334) (282,399) TOTAL NONOPERATING REVENUES (EXPENSES) (774,545) (1,000,000) 225,455
[ 1,392,076 | (480,169) 1,872,245 | NET INCREASE (DECREASE)IN NET POSITION || 1,557,852 | (1.471,704)[ 3,029,556 ||
[ 91.9%] 94.3%| 2.4%|| MEDICAL LOSS RATIO | 93.4%)| 94.3%)| 0.9%|
(l 5.2%| 6.0%|| 0.8%][ ADMINISTRATIVE EXPENSE RATIO | 5.4%] 6.0%|| 0.6%||
KHS5/29/2018
Management Use Only Page 2
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTH CHANGES IN NET POSITION - PMPM YEAR-TO-DATE
ACTUAL I BUDGET | VARIANCE FOR THE MONTH ENDED MARCH 31, 2018 ACTUAL | BUDGET I VARIANCE
ENROLLMENT
166,093 164,100 1,993 Family Members 495,119 491,100 4,019
58,774 57,850 924 Expansion Members 175,082 173,100 1,982
14,254 14,050 204 SPD Members 42,723 42,150 573
5,820 5,075 745 Other Members 17,507 15,150 2,357
8,225 7,850 375 Kaiser Members 24,376 23,475 901
253,166 248,925 4,241 Total Members-MCAL 754,807 744,975 9,832
REVENUES
123.47 124.10 (0.63) Title XIX - Medicaid - Family and Other 119.78 124.13 (4.35)
351.14 351.61 (0.47) Title XIX - Medicaid - Expansion Members 351.17 351.63 (0.46)
755.17 772.71 (17.54) Title XIX - Medicaid - SPD Members 740.35 772.71 (32.36)
31.91 31.47 0.43 Premium - MCO Tax 31.73 31.47 0.26
1.35 1.12 0.23 Interest /Dividends 1.55 1.12 0.43
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
41.83 0.00 41.83 COB/Subrogation Collections 14.03 0.00 14.03
4.47 0.00 4.47 Rate/Income Adjustments 4.01 0.00 4.01
(1.57) 0.00 (1.57) Other Income (Expense) (0.64) 0.00 (0.64)
292.85 249.55 43.29 TOTAL REVENUES 262.21 249.66 12.55
EXPENSES
Medical Costs:
63.72 52.46 (11.27) Physician Services 56.75 52.47 (4.28)
12.23 11.43 (0.80) Other Professional Services 11.99 11.45 (0.54)
21.47 17.09 (4.38) Emergency Room 18.76 17.09 (1.66)
69.30 54.81 (14.48) Inpatient 59.71 54.84 (4.88)
0.48 0.47 (0.01) Reinsurance Expense 0.48 0.47 (0.01)
2073 19.81 (1.91) Outpatient Hospital 21.59 19.82 (1.76)
10.52 9.94 (0.58) Other Medical 9.48 9.95 0.48
38.25 37.64 (0.62) Pharmacy 37.90 37.66 (0.24)
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
0.07 0.00 (0.07) IBNR, Incentive, Paid Claims Adjustment (3.29) 0.00 3.29
239.79 205.66 (34.13) Total Medical Costs 215.37 205.75 (9.61)
53.06 43.89 9.17 GROSS MARGIN 46.84 43.90 2.94
Administrative:
8.48 8.30 (0.18) Compensation 8.10 8.32 0.22
3.29 2.58 (0.71) Purchased Services 2.56 2.58 0.01
(0.04) 0.42 0.46 Supplies 0.17 0.42 0.25
0.52 0.54 0.02 Depreciation 0.53 0.54 0.02
1.39 1.20 (0.19) Other Administrative Expenses 1.06 1.23 0.17
13.63 13.03 (0.60) Total Administrative Expenses 12.42 13.09 0.67
(l 253.42 | 218.69 || (34.73)] TOTAL EXPENSES | 227.79 | 218.84 || (8.94)]
(l 39.43 30.86 | 8.57 | OPERATING INCOME (LOSS) BEFORE TAX Il 34.42 | 30.82 || 3.61 |
(l 3123 | 31.47 | 0.24 | MCO TAX I 31.23 | 31.47 || 0.24
[l 820 (0.61) 8.81 | OPERATING INCOME (LOSS) NET OF TAX I 3.9 (0.65)[ 3.85
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
2.43 (1.38) (3.81) Health Home 1.03 (4.15) (5.17)
2.43 (1.38) (3.81)] TOTAL NONOPERATING REVENUES (EXPENSES) 1.03 (4.15) (5.17)
(l 5.68 | (1.99)] 7.68 | NET INCREASE (DECREASE) IN NET POSITION | 2.13 || (2.04)]] 4.17]
I 91.9%|| 94.3%|| 2.4%)| MEDICAL LOSS RATIO Il 93.4%| 94.3%|| 0.9%|
1 5.2%| 6.0%| 0.8%|| ADMINISTRATIVE EXPENSE RATIO Il 5.4%| 6.0%]| 0.6%||
KHS5/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH DATE
THROUGH MARCII 31,2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 2,795,669 8,459,304
Referral Specialty Services 9,240,467 8.846,562 10,522,041 28,609,070
Urgent Care & After Hours Adyvise 1,069,333 1,008,534 2,281,593 4,359,460
Hospital Admitting Team 9,300 8,400 9,300 27,000
TOTAL PHYSICIAN SERVICES 13,239,777 12,606,454 15,608,603 41,454,834
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 251,973 743,208
310 - Health Services - Utilization Management - UM Allocation * 761,074 704,252 799,729 2,265,055
311 - Health Services - Quality Improvement - UM Allocation * 118,821 107,550 123,692 350,063
312 - Health Services - Education - UM Allocation * 76,022 65,961 79,421 221,404
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 103,112 285,609
314 - Health Homes - UM Allocation * 44,203 41,266 48,457 133,926
616 - Disease Management - UM Allocation * 56,128 59,793 70,852 186,773
Behavior Health Treatment 488,079 385.879 454,810 1,328,768
Mental Health Services 63,645 122,453 96,062 282,160
Other Professional Services 1,027,749 965,677 968,482 2,961,908
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 2,996,590 8,758,875
EMERGENCY ROOM 4,269,344 4,171,278 5,259,525 13,700,147
INPATIENT HOSPITAL 13,588,711 13,055,324 16,973,565 43,617,600
REINSURANCE EXPENSE PREMIUM 113,536 117,345 118,427 349,308
OUTPATIENT HOSPITAL SERVICES 5,307,045 5,138,504 5,322,082 15,767,631
OTHER MEDICAL
Ambulance 338,351 352,496 350,066 1,040,913
Home Health Services & CBAS 387,076 354,315 265,517 1,006,908
Utilization and Quality Review Expenscs 284,192 42,175 226,751 553,118
Long Term/SNF/Hospice 999,658 777,625 923,259 2,700,542
Enhanced Medical Benefits - 9,604 - 9,604
Non-Medical Transportation 413,329 387,049 811,267 1,611,645
TOTAL OTHER MEDICAL 2,422,606 1,923,264 2,576,860 6,922,730
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 8,276,129 24,342,687
RX - HEP-C 729,042 557,006 600,369 1,886,417
Rx - DME 620,941 570,130 608,997 1,800,068
RX - Pharmacy Rebates (116,000) (116,000) (116,000) (348.000)
TOTAL PHARMACY SERVICES 9,767,063 8,544,614 9,369,495 27,681,172
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 489,882 1,460,862
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427) (81,180)|| 18,265 (2,401,342),
Total Medical Costs 49,826,819 48,751,703" 58,733,294 157,311,816

KHS5/29/2018
Management Use Only
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY || FEBRUARY MARCH DATE
THROUGH MARCH 31, 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.41 11.58
Referral Specialty Services 38.23 36.28 42.96 39.17
Urgent Care & After Hours Advise 4.42 4.14 9.31 5.97
Hospital Admitting Team 0.04 0.03 0.04 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 63.72 56.75
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.03 1.02
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.26 3.10
311 - Health Services - Quality Improvement - UM Allocation * 0.49 0.44 0.50 0.48
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.32 0.30
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.42 0.39
314 - Health Homes - UM Allocation * 0.18 0.17 0.20 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.29 0.26
Behavior Health Treatment 2.02 1.58 1.86 1.82
Mental Health Services 0.26 0.50 0.39 0.39
Other Professional Services 4.25 3.96 3195 4.06
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 12.23 11.99
EMERGENCY ROOM 17.67 17.11 21.47 18.76
INPATIENT HOSPITAL 56.23 53.55 69.30 59.71
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48] 0.48
OUTPATIENT HOSPITAL SERVICES 21.96 21.08 2173 21.59)|
OTHER MEDICAL
Ambulance 1.40 1.45 1.43 1.43
Home Health Services & CBAS 1.60 1.45 1.08 1.38
Utilization and Quality Review Expenses 1.18 0.17 0.93 0.76
Long Term/SNF/Hospice 4.14 3.19 3.77 3.70
Enhanced Medical Benefits 0.00 0.04 0.00 0.01
Non-Medical Transportation 1.71 1.59 331 2.21
TOTAL OTHER MEDICAL 10.02 7.89 10.52 9.48
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.79 33.33
RX - HEP-C 3.02 2.28 2.45 2.58
Rx - DME 2.57 2.34 2.49 2.46
RX - Pharmacy Rebates (0.48) (0.48) (0.47) (0.48)
TOTAL PHARMACY SERVICES 40.41 35.05] 38.25 37.90
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68)| (0.33), 0.07 (3.29)
Total Medical Costs 206.17] 199.96 239.79 215.37)
KHS5/29/2018 Page 10
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF ADMIN EXPENSES BY DEPT BY MONTH || JANUARY |FEBRUARY| MARCH DATE

FOR THE MONTH ENDED MARCH 31, 2018 2018 2018 2018 2018
110 - Executive 249,360 227,269 224,150 700,779
210 - Accounting 121,592 122,208 139,362 383,162
220 - Management Information Systems (MIS) 432,742 431,903 432,298 1,296,943
221 - Business Intelligence 122,020 134,571 151,816 408,407
225 - Infrastructure 126,761 233,198 186,762 546,721
230 - Claims 476,893 392,682 482,563 1,352,138
240 - Project Management 83,613 64,943 73,023 221,579
310 - Health Services - Utilization Management 5,036 (156) 768 5,648
311 - Health Services - Quality Improvement 10 358 329 697
312 - Health Services - Education 147 (130) - 17
313- Pharmacy 104,959 104,858 84,757 294,574
314 - Health Homes 83 (76) 99 106
616 - Disease Management - 129 - 129
320 - Provider Relations 262,401 186,821 205,072 654,294
330 - Member Services 406,721 390,353 869,265 1,666,339
340 - Corporate Services 327,904 251,490 222,176 801,570
360 - Audit & Investigative Services 55,126 54,243 55,402 164,771
410 - Advertising Media 4,575 21,825 23,427 49,827
420 - Sales/Marketing/Public Relations 50,590 41,234 44,701 136,525
510 - Human Resourses 116,481 126,047 143,307 385,835

Total Department Expenses 2,947,014 2,783,770 3,339,277 9,070,061
KHS5/29/2018

Management Use Only Page 12
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF MARCH 31,2018

ASSETS MARCH 2018 FEBRUARY 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,444,298 | § 1,444,298 E
Interest Receivable 5,221 2,830 2,391
Prepaid Expenses & Other Current Assets 2,500 3,334 (834)
TOTAL CURRENT ASSETS $ 1,452,019 | § 1,450,462 | $ 1,557
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,754 11,754 -
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 365,603 | $ 365,603 | $ -
NET POSITION:
Net Position- Beg, of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 5,389 3,832 1,557
Total Net Position $ 1,086,416 | $ 1,084,859 | $ 1,557
TOTAL LIABILITIES AND NET POSITION | § 1,452,019 | $ 1,450,462 | $ 1,557
KHS5/29/2018
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 MARCH 31, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

Members

8 5

REVENUES
- - - Premium - - -
2,391 = 2,391 Interest 5,221 - 5,221
- - - Other Investment Income 2,668 - 2,668
2,391 5 2,391 TOTAL REVENUES 7,889 . 7,889
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
[l 2,391 || -l 2,391 || GROSS MARGIN I 7,889 || - 7,889 ||
Administrative
834 - (834) Management Fee Expense and Other Admin Exp 2,500 - (2,500)
834 - (834) Total Administrative Expenses 2,500 - (2,500)
(i 834 | - (834)] TOTAL EXPENSES I 2,500 [[ -l (2,500)
Il 1,557 || - 1,557 || OPERATING INCOME (LOSS) | 5,389 || -1 5,389 ||
( - - -] TOTAL NONOPERATING REVENUE (EXPENSES) | - -1 -l
i 1,557 | - 1,557 | NET INCREASE (DECREASE) IN NET POSITION | 5,389 | -1 5,389 ||
( 0% 0% 0% MEDICAL LOSS RATIO I 0% 0%l 0%
( 35%)| 0% -35%|| ADMINISTRATIVE EXPENSE RATIO | 32%|| 0% -32%||
KHS5/29/2018

Management Use Only

Page 14
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: June 14, 2018

Re: April 2018 Financial Results

The April results reflect a $233,361 Net Increase in Net Position which is a $758,671 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $4.3 million favorable variance primarily due to:

A) $3.5 million favorable variance in COB/Subrogation primarily due to higher than expected
claim payment recoveries from the prior year where KHS was not primary.

B) $.5 million favorable adjustment relating to Rate/Income Adjustment primarily due to
receiving prior year retro-active rate adjustments from the State.

2) Total Medical Costs reflect a $4.0 million unfavorable variance primarily due to:

A) $1.8 million unfavorable variance in Physician Services primarily due to higher than
expected utilization of Referral Specialty Services and Urgent Care by Family and Other
members.

B) $1.1 million unfavorable variance in Emergency Room primarily due to higher than
expected utilization by Family and Other members.

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

D) $1.4 million unfavorable variance in Outpatient Hospital primarily due to higher than
expected utilization.

E) $1.0 million favorable IBNR adjustment from the prior year.

The April Medical Loss Ratio is 94.7% which is unfavorable to the 94.4% budgeted amount. The
April Administrative Expense Ratio is 5.0% which is favorable to the 6.0% budgeted amount.

The results for the 4 months ended April 30, 2018 reflects a Net Increase in Net Position of
$1,791,213. This is a $3,788,227 favorable variance to budget and includes approximately $6.8
million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.8%
which is favorable to the 94.3% budgeted amount. The year-to-date Administrative Expense Ratio is
5.3% which is favorable to the 6.0% budgeted amount.
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Kern Health Systems
Financial Packet
April 2018

KHS — Medi-Cal Line of Business

Comparative Statement of Net Position

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

Schedule of Medical Costs

Schedule of Medical Costs - PMPM

Schedule of Medical Costs by Month

Schedule of Medical Costs by Month — PMPM

Schedule of Administrative Expenses by Department

Schedule of Administrative Expenses by Department by Month

KHS Group Health Plan — Healthy Families Line of Business

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

KHS Administrative Analysis and Other Reporting

Monthly Member Count

Page |
Page 2
Page 3
Page 4
Page 5
Page 6
Page 7
Page §
Page 9
Page 10
Page 11

Page 12

Page 13

Page 14

Page 15



KHS Board of Directors Meeting, June 14, 2018

KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF APRIL 30, 2018
ASSETS APRIL2018 | MARCH2018 | INC(EC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 90,769,098 | $§ 103,208,068 | $  (12,438,970)
Short-Term Investments 164,005,156 164,519,690 (514,534)
Pass-through Monies Held for Future Payment 83,443,803 124,601 83,319,202
Premiums Receivable - Net 57,131,460 49,591,773 7,539,687
Interest Receivable 209,481 239,003 (29,522)
Other Receivables 1,643,817 1,474,784 169,033
Prepaid Expenses & Other Current Assets 1,055,070 1,108,552 (53,482)
Total Current Assets $ 398,257,885 | $ 320,266,471 | $ 77,991,414
[ RESTRICTED ASSETS [$ 300,000 | $ 300,000 | $ - |
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,203,634 6,307,885 (104,251)
Automobile - Net 16,232 16,624 (392)
Building and Building Improvements - Net 6,546,543 6,573,026 (26,483)
Capital Projects in Process 13,582,161 12,210,067 1,372,094
Total Capital Assets $ 31,225,132 | § 29,984,164 | $ 1,240,968
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,910 684,910 -
Total Long Term Assets $ 684,910 | § 684,910 | § -
| DEFERRED OUTFLOWS OF RESOURCES B 2,890,063 | § 2,890,063 | § -]
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 433,357,990 | § 354,125,608 | $ 79,232,382 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 33,433 | $ 33.332 101
Accrued Salaries and Employee Benefits 2,132,629 2,298,262 (165,633)
Accrued Other Operating Expenses 1,037,929 1,506,016 (468,087)
Accrued Taxes and Licenses 7,670,554 22,971,062 (15,300,508)
Other Medical Liabilities - Nonoperating Passthrough 83,443,803 124,601 83,319,202
Claims Payable (Reported) 15,270,186 20,167,029 (4,896,843)
IBNR - Inpatient Claims 38,407,512 35,099,644 3,307,868
IBNR - Physician Claims 12,997,753 11,486,422 1,511,331
IBNR - Accrued Other Medical 18,266,357 13,424,498 4,841,859
Risk Pool and Withholds Payable 3,417,955 2,925,260 492,695
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 49,668,287 43,311,251 6,357,036
Total Current Liabilities $ 234,671,255 | $ 155,672,234 | § 78,999,021
NONCURRENT LIABILITIES:
Net Pension Liability 6,082,752 6,082,752 -
TOTAL NONCURRENT LIABILITIES $ 6,082,752 | § 6,082,752 | $ -
| DEFERRED INFLOWS OF RESOURCES B 270,949 | § 270,949 | § - |
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 1,791,213 1,557,852 233,361
Total Net Position $ 192,333,034 | § 192,099,673 | $ 233,361
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 433,357,990 | $ 354,125,608 | $ 79,232,382
KHS5/29/2018
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA
STATEMENT OF REVENUE, EXPENSES, AND

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

ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED APRIL 30,2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,501 164,500 2,001 Family Members 661,620 655,600 6,020
59,699 58,000 1,699 Expansion Members 234,781 231,100 3,681
14,202 14,050 152 SPD Members 56,925 56,200 725
5,945 5,100 845 Other Members 23,452 20,250 3,202
8,267 7,875 392 Kaiser Members 32,643 31,350 1,293
254,614 249,525 5,089 Total Members-MCAL 1,009,421 994,500 14,921
REVENUES

20,886,377 | 21,041,902 (155,525) Title X1X - Medicaid - Family and Other 82,290,253 | 83,883,278 |  (1,593,025)

20,813,430 20,392,892 420,538 Title XIX - Medicaid - Expansion Members 82,297,407 81,259,734 1,037,673

10,871,613 [ 10,856,567 15,046 Title XIX - Medicaid - SPD Members 42,501,400 | 43,426,267 (924,866)
7,859,452 7,605,014 254,438 Premium - MCO Tax 31,033,822 | 30,311,481 722,341

509,405 269,856 239,549 Interest /Dividends 1,641,821 1,075,571 566,250
- 113,576 (113.576) Reinsurance Recoveries - 452,681 (452,681)
3,503,612 E 3,503,612 COB/Subrogation Collections 13,749,037 - | 13,749,037
457,845 - 457,845 Rate/Income Adjustments 3,383,694 - 3,383,694
(360,661) - (360,661) Other Income (Expense) (831,062) - (831,062)
64,541,073 | 60,279,806 4,261,267 TOTAL REVENUES 256,066,373 || 240,409,012 | 15,657,362
EXPENSES
Medical Costs:

14,450,521 12,673,907 (1,776,614) Physician Services 55,905,355 50,531,176 (5,374,179)
2,911,566 2,800,915 (110,651) Other Professional Services 11,670,441 | 11,060,136 (610,305)
5,247,777 4,129,062 (1,118,715) Emergency Room 18,947,924 16,460,796 (2,487,128)

14,300,202 | 13,239,639 |  (1,060,563) Inpatient 57,917,802 | 52,806,410 |  (5,111,392)

107,531 113,576 6,045 Reinsurance Expense 456,839 452,681 (4,159)
6,217,088 4,786,137 | (1,430,951) Outpatient Hospital 21,984,719 | 19,088,619 |  (2,896,100)
2,195,432 2,400,999 205,567 Other Medical 9,118,162 9,582,799 464,637
8,793,635 9,089,445 295,810 Pharmacy 36,474,807 | 36,260,258 (214,549)

492,694 483,300 (9,394) Pay for Performance Quality Incentive 1,953,556 1,926,300 (27,256)

(1,015,946) - 1,015,946 IBNR, Incentive, Paid Claims Adjustment (3,417,288) ) 3,417,288

53,700,500 | 49,716,980 |  (3,983,520) Total Medical Costs 211,012,316 | 198,169,174 | (12,843,143)

10,840,573 || 10,562,827 277,746 GROSS MARGIN 45,054,057 | 42,239,838 2,814,219

Administrative:
1,687,623 2,002,418 314,795 Compensation 7,605,458 8,005,862 400,404

642,623 624,331 (18,292) Purchased Services 2,512,971 2,482,302 (30,669)

72,492 101,339 28,847 Supplies 195,257 405,355 210,098

130,267 132,103 1,836 Depreciation 514,031 522,412 8,381

284,983 289,599 4,616 Other Administrative Expenses 1,060,332 1,176,107 115,775
2,817,988 3,149,790 331,802 Total Administrative Expenses 11,888,049 12,592,038 703,989

[ 56518488 | 52,866,769 | (3,651,719 TOTAL EXPENSES I[ 222,900,365 | 210,761,212 | (12,139,153)|
[ 8022585 7,413,037 609,548 || OPERATING INCOME (LOSS) BEFORE TAX [ 33,166,008 | 29,647,800 | 3,518,208 ||
[ 7650254 7,605,014 (45,240)] MCO TAX [ 30461280 | 30311481 (149,799
[l 372331 | (191,977 564,308 || OPERATING INCOME (LOSS) NET OF TAX I 2,704,728 (663,681 3,368,409 ||
NONOPERATING REVENUE (EXPENSES)
- - - Reserve Fund Projects/Community Grants - - -
(138,970) (333,333) 194,363 Health Home (913,515)]  (1,333,333) 419,818
(138,970 (333,333) 194,363 | TOTAL NONOPERATING REVENUES (EXPENSES) (913,515 (1,333,333) 419,818
(l 233361 ][ (525,310)] 758,671 | NET INCREASE (DECREASE) INNET POSITION ][ 1,791,213 || (1,997,014)] 3,788,227 ||
L od7%| 94.4%| -0.4%|| MEDICAL LOSS RATIO Il 93.8%|| 94.3%|| 0.6%|
(l 5.0%| 6.0%][ 1.0%|| ADMINISTRATIVE EXPENSE RATIO I 5.3%] 6.0%]| 0.7%|
KHS5/29/2018
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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 APRIL 30, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,501 164,500 2,001 Family Members 661,620 655,600 6,020
59,699 58,000 1,699 Expansion Members 234,781 231,100 3,681
14,202 14,050 152 SPD Members 56,925 56,200 725
5,945 5,100 845 Other Members 23,452 20,250 3,202
8,267 7,875 392 Kaiser Members 32,643 31,350 1,293
254,614 249,525 5,089 Total Members-MCAL 1,009,421 994,500 14,921
REVENUES
121.12 124.07 (2.95) Title X1IX - Medicaid - Family and Other 120.12 124.12 (4.00)
348.64 351.60 (2.96) Title XIX - Medicaid - Expansion Members 350.53 351.62 (1.09)
765.50 772.71 (7.21) Title X1X - Medicaid - SPD Members 746.62 772.71 (26.09)
31.90 31.47 0.43 Premium - MCO Tax 31.77 31.47 0.30
2.07 1.12 0.95 Interest /Dividends 1.68 1.12 0.56
0.00 0.47 (0.47) Reinsurance Recoveries 0.00 0.47 (0.47)
14.22 0.00 14.22 COB/Subrogation Collections 14.08 0.00 14.08
1.86 0.00 1.86 Rate/Income Adjustments 3.46 0.00 3.46
(1.46) 0.00 (1.46) Other Income (Expense) (0.85) 0.00 (0.85)
261.99 249.45 12.54 TOTAL REVENUES 262.15 249.61 12.55
EXPENSES
Medical Costs:
58.66 52.45 (6.21) Physician Services 57.23 52.46 4.77)
11.82 11.59 (0.23) Other Professional Services 11.95 11.48 (0.46)
21.30 17.09 (4.22) Emergency Room 19.40 17.09 (2.31)
58.05 54.79 (3.26) Inpatient 59.29 54.83 (4.47)
0.44 047 0.03 Reinsurance Expense 0.47 0.47 0.00
25.24 19.81 (5.43) Qutpatient Hospital 22.51 19.82 (2.69)
8.91 9.94 1.02 Other Medical 9.33 9.95 0.61
35.70 37.61 1.92 Pharmacy 37.34 37.65 0.31
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
(4.12) 0.00 4.12 I1BNR, Incentive, Paid Claims Adjustment (3.50) 0.00 3.50
217.99 205.74 (12.25) Total Medical Costs 216.03 205.75 (10.28)
44.01 43.71 0.29 GROSS MARGIN 46.13 43.86 2.27
Administrative:
6.85 8.29 1.44 Compensation 7.79 8.31 0.53
2.61 2.58 (0.02) Purchased Services 2.57 2.58 0.00
0.29 0.42 0.13 Supplies 0.20 0.42 0.22
0.53 0.55 0.02 Depreciation 0.53 0.54 0.02
1.16 1.20 0.04 Other Administrative Expenses 1.09 1.22 0.14
11.44 13.03 1.60 Total Administrative Expenses 12.17 13.07 0.90
(I 229.43 | 218.77 || (10.65)] TOTAL EXPENSES I 228.20 | 218.82 | (9.37)]
(l 3257 30.68 | 1.89 || OPERATING INCOME (LOSS) BEFORE TAX I 33.95 | 30.78 3.17]
( 31.05 || 31.47 | 0.42 | MCO TAX | 3119 | 3147 0.29 |
( 1.51 0.79) 2.31 | OPERATING INCOME (LOSS) NET OF TAX I 277 ] {0.69)] 3.46 |
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.55 (1.38) (1.93) Health Home 0.90 (5.52) (6.42)
0.55 (1.38) (1.93) TOTAL NONOPERATING REVENUES (EXPENSES) 0.90 (5.52) (6.42)
( 0.95 217 312 NETINCREASE (DECREASE) IN NET POSITION || 1.83 | 2.07) 3.91]
[ 94.7%|| 94.4%|| -0.4%|| MEDICAL LOSS RATIO I 93.8%] 94.3%| 0.6%||
( 5.0%]| 6.0%| 1.0%][ ADMINISTRATIVE EXPENSE RATIO I 5.3%)| 6.0%)| 0.7%)|
KHS5/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
MEDI-CAL YEARTO
SCHEDULE OF MEDICAL COSTS BY MONTH JANUARY FEBRUARY MARCH APRIL DATE
THROUGH APRIL 30, 2018 2018 2018 2018 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 2,920,677 2,742,958 2,795,669 3,032,803 11,492,107
Referral Specialty Services 9,240,467 8,846,562 10,522,041 9.730.130 38,339,200
Urgenl Care & After Hours Advise 1,069,333 1,008,534 2,281,593 1,678,588 6,038,048
Hospital Admitting Team 9,300 8,400 9,300 9,000 36,000
TOTAL PHYSICIAN SERVICES 13,239,777, 12,606,454] 15,608,603 14,450,521 55,905,355|
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 241,567 249,668 251,973 228,790 971,998
310 - Health Services - Utilization Ma t - UM Allocation * 761,074 704,252 799,729 642,963 2,908,018
311 - Health Services - Quality Improvement - UM Allocation * 118.821 107,550 123,692 89,357 439,420
312 - Health Services - Education - UM Allocation * 76,022 65,961 79.421 70,442 291,846
313 - Health Services - Pharmacy - UM Allocation * 96,522 85,975 103,112 80,930 366,539
314 - Health Homes - UM Allocation * 44,203 41,266 48,457 41,054 174,980
616 - Disease Ma t- UM Allocation * 56,128 59,793 70,852 54,370 241,143
Behavior Health Treatment 488,079 385,879 454,810 490,975 1,819,743
Mental Health Services 63,645 122,453 96,062 319,743 601,903
Other Professional Services 1,027,749 965,677 968,482 892,942 3,854,850
TOTAL OTHER PROFESSIONAL SERVICES 2,973,811 2,788,474 2,996,590 2,911,566 11,670,441
EMERGENCY ROOM 4,269,344 4,171,278 5.259,525" 5,247,777 18,947,924
INPATIENT HOSPITAL 13,588,711 13,055,324 16,973,565" 14,300,202 57,917,802
REINSURANCE EXPENSE PREMIUM 113,536 117,345 118,427 107,531 456,839
OUTPATIENT HOSPITAL SERVICES 5,307,045)| 5,138,504 5,322,082] 6,217,088 21,984,719
OTHER MEDICAL
Ambulance 338,351 352,496 350,066 327,106 1,368,019
Home Health Services & CBAS 387,076 354,315 265,517 292,019 1,298,927
Utilization and Quality Review Expenses 284,192 42,175 226,751 159,266 712,384
Long Term/SNF/Hospice 999,658 777,625 923,259 686,826 3,387,368
Enhanced Medical Benefits - 9,604 - - 9,604
Non-Medical Transportation 413,329 387,049 811,267 730,215 2,341,860
TOTAL OTHER MEDICAL 2,422,606 1,923,264 2,576,860 2,195,432 9,118,162
PHARMACY SERVICES
RX - Drugs & OTC 8,533,080 7,533,478 8,276,129 7,813,536 32,156,223
RX - HEP-C 729,042 557,006 600,369 500,230 2,386,647
Rx - DME 620,941 570,130 608,997 643,269 2,443,337
RX - Pharmacy Rebates {116,000) (116,000) (116,000) (163,400) (511,400)
TOTAL PHARMACY SERVICES 9.767,063 8,544,614 9,369,495 8,793,635 36,474,807
PAY FOR PERFORMANCE QUALITY INCENTIVE 483,354 487,626 489,882 492,694 1,953,556
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (2,338,427), (81,180) 18,265 (1,015,946) (3,417,288)
Total Medical Costs 49,826,819 48,751,703 58,733,294 53,700,500 211,012,316
KHS5/29/2018 Page 9
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KERN HEALTH SYSTEMS
MEDI-CAL YEAR TO
SCHEDULE OF MEDICAL COSTS BY MONTH - PMPM JANUARY (| FEBRUARY MARCH DATE
THROUGH APRIL 30,2018 2018 2018 2018 APRIL 2018 2018
PHYSICIAN SERVICES
Primary Care Physician Services 12.09 11.25 11.41 12.31 11.77
Referral Specialty Services 38.23 36.28 42.96 39.50 39.25
Urgent Care & After Hours Advise 4.42 4.14 9.31 6.8] 6.18
Hospital Admitting Team 0.04 0.03 0.04 0.04 0.04
TOTAL PHYSICIAN SERVICES 54.78 51.71 63.72 58.66 57.23
OTHER PROFESSIONAL SERVICES
Vision Service Capitation 1.00 1.02 1.03 0.93 1.00
310 - Health Services - Utilization Management - UM Allocation * 3.15 2.89 3.26 2.61 2.98
311 - Health Services - Quality lmprovement - UM Allocation * 0.49 0.44 0.50 0.36 0.45
312 - Health Services - Education - UM Allocation * 0.31 0.27 0.32 0.29 0.30
313 - Health Services - Pharmacy - UM Allocation * 0.40 0.35 0.42 0.33 0.38
314 - Health Homes - UM Allocation * 0.18 0.17 0.20 0.17 0.18
616 - Disease Management - UM Allocation * 0.23 0.25 0.29 0.22 0.25
Bcehavior Health Treatinent 2.02 1.58 1.86 1.99 1.86
Mental Health Services 0.26 0.50 0.39 1.30 0.62
Other Professional Services 4.25 3.96 3.95 3.62 3.95
TOTAL OTHER PROFESSIONAL SERVICES 12.30 11.44 12.23 11.82 11.95
EMERGENCY ROOM 17.67 17.11 21.47 21.30 19.40
INPATIENT HOSPITAL 56.23 53.55 69.30 58.05 59.29
REINSURANCE EXPENSE PREMIUM 0.47 0.48 0.48 0.44 0.47
OUTPATIENT HOSPITAL SERVICES 21.96 21.08], 2173 25.24 22.51
OTHER MEDICAL
Ambulance 1.40 1.45 1.43 133 1.40
Home Health Services & CBAS 1.60 1.45 1.08 1.19 1.33
Utilization and Quality Review Expenses 1.18 0.17 0.93 0.65 0.73
Long Term/SNF/Hospice 4.14 3.19 3.77 2,79 3.47
Enhanced Medical Benefits 0.00 0.04 0.00 0 0.01
Non-Medical Transportation 1.71 1.59 3.31 2.96 2.40
TOTAL OTHER MEDICAL 10.02 7.89 10.52 8.91 9.33
PHARMACY SERVICES
RX - Drugs & OTC 35.31 30.90 33.79 31.72 32.92
RX - HEP-C 3.02 2.28 2.45 2.03 2.44
Rx - DME 2.57 2.34 2.49 2.61 2.50
RX - Pharmacy Rebates (0.48) (0.48) (0.47) (0.66) (0.52)
TOTAL PHARMACY SERVICES 40.41 35.05 38.25 35.70 37.34
PAY FOR PERFORMANCE QUALITY INCENTIVE 2.00 2.00 2.00 2.00 2.00
IBNR, INCENTIVE, AND PAID CLAIMS ADJUSTMENT (9.68) (0.33), 0.07 (4.12) (3.50)
Total Medical Costs 206.17 199.96|| 239.79 217.99 216.03
KHS5/29/2018 Page 10
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF APRIL 30, 2018

KHS Board of Directors Meeting, June 14, 2018

ASSETS APRIL 2018 MARCH 2018 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents 1,449,702 | $ 1,444,298 5,404
Interest Receivable 1,740 5,221 (3,481)
Prepaid Expenses & Other Current Assets 1,667 2,500 (833)
TOTAL CURRENT ASSETS 1,453,109 | § 1,452,019 | $ 1,090
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 11,937 11,754 183
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES 365,786 | $ 365,603 | $ 183
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 6,296 5,389 907
Total Net Position 1,087,323 | § 1,086,416 | $ 907
TOTAL LIABILITIES AND NET POSITION 1,453,109 | $ 1,452,019 | $ 1,090
KHS5/29/2018
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 APRIL 30, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

- | =]

Members

] 5

-]

REVENUES
- - - Premium - - -
1,740 E 1,740 Interest 6,961 : 6,961
- - - Other Investment Income 2,668 - 2,668
1,740 - 1,740 TOTAL REVENUES 9,629 - 9,629
EXPENSES
Medical Costs
- - - IBNR and Paid Claims Adjustment - - -
- - - Total Medical Costs - - -
I 1,740 || -1 1,740 || GROSS MARGIN | 9,629 | -1 9,629 |
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 3,333 - (3,333)
833 - (833) Total Administrative Expenses 3,333 - (3,333)
( 833 | - (833)]| TOTAL EXPENSES I 3,333 ] - (3,333)||
I 907 || -0 907 || OPERATING INCOME (LOSS) I 6,296 || - 6,296 ||
I - -l - TOTAL NONOPERATING REVENUE (EXPENSES) || - - -
I 907 || -l 907] NET INCREASE (DECREASE) INNET POSITION || 6,296 |[ -l 6,296 ||
(l 0%|| 0% 0% MEDICAL LOSS RATIO Il 0% 0% 0%
[l 48%|| 0% -48%|| ADMINISTRATIVE EXPENSE RATIO I 35%]| 0% -35%||
KHS5/29/2018

Management Use Only
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KERN HEALTH SYSTEMS
BOARD OF DIRECTORS
NEW VENDOR CONTRACTS FOR MAY AND JUNE
BOD: JUNE 14, 2018

. Contract
Name DBA Specialty Address Comments )
Effective Date
PAC 05/02/2018
Mandeep Singh, MD Metro Physicians Medical Nephrology 2828 H street, Suite F Providel_' is already 6/1/2018
Group Bakersfield, CA 93301 credentialed.
Provid Iread
Sillect Integrated Medical Sillect Integrated Medical ) rovi ers are already .
) . K i 3012 Sillect Ave. Ste B credentialed: Edward Nichols,
Services Professional Services Professional Wound Care ) o ) 6/1/2018
) i Bakersfield CA 93308 William Chamerlain, Clayton
Corporation Corporation . L
Blankenship, Trevor Williams
31 Columbia Ave Clarient Laboratory was
NeoG i NeoG i Laborat 6/1/2018
colenomics eokenomics aboratory Aliso Viejo, CA 92656 bought out by NeoGenomics /1/
PAC 06/06/2018
3300 Buena Vista Road, Building K Both Providers are already
Premier Family Health Care, A |Premier Family Health Care, . . . .
v v Family Practice Bakersfield, CA 93311 credentialed: Danh Nguyen 7/1/2018

Professional Corporation A Professional Corporation R
MD & Aimee Franco NP

Admin Office: 1300 Baker Street

Site #1: 4th Street Wellness Center @
609 4th Street Bakersfield CA 93304
Site #2: So. Chester Partnership

) ) Wellness Center @ 800 Ming Avenue
Bakersfield City School District B?ke,rSﬂeld City School School Based Clinic Bakersfield CA 93307 7/1/2018
District Site #3 (Pending Site Review f/up):
Center Street Wellness Center @
2951 Center Street Bakersfield 93306

Grand Avenue Emergency |Grand Avenue Emergency
Phsycians Medical Group, |Physicans Medical Group, ER Group
Inc. Inc.

2215 Truxtun Ave Retro Eff -
Bakersfield, CA 93301 6/1/2018

5401 Business Park South, Suite 210 |Provider is already
Behavior Frontiers, LLC Behavior Frontiers, LLC ABA Bakersfield CA, 93309-1661 credentialed (Kimberly 7/1/2018
Morales BCBA)

6/6/2018
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KERN HEALTH SYSTEMS
BOARD OF DIRECTORS
TERMED CONTRACTS
JUNE 14, 2018

Delano, CA 93215

Legal Name DBA / Address Specialty Comments Effective Date
i 2400 Wible Road Ste 1, .
Wible Pharmacy Bakersfield CA 93304 Pharmacy Aquired by CVS 4/19/2018
G ful C H . | 1701 Westwind Drive Ste. 214 H i Site I d 4/30/2018
raceful Care Hospice, Inc. |\ oA 93303 ospice ite Close /30/
SCA Physicians Plaza 6000 Physicians Blvd. . .
Surgery Center Bakersfield CA 93301 Surgery Center Site Closed/Non-Accredited 4/4/2018
Pathway Genomics 4755 Nexus Center Drive . .
Corporation San Diego CA 92121 Laboratory Did not return recredentialing 6/1/2018
Clarient Di tic Servi 31 Columbia, Laborat Aquired by NeoG i 6/1/2018
arient Diagnostic Services |, .. Viejo, CA 92656 aboratory quired by NeoGenomics
1205 Garces Hwy Ste. 303, o
Anthony Horan, MD Urology Recredentialing incomplete 5/31/2018

218 /298
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Martha Tasinga M.D, MPH, MBA, Chief Medical Officer
Date: June 14" 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 SPD population continues to be greater than budget.
We are seeing a leveling off of the PMPM cost (fluctuating between $200 and $225). Similarly,
the cost per visit is staying consistent around $120.

We continue to implement new population based programs for 2018, and should see a downward
trend in cost per visits for SPDs over the second half of 2018. All other aid categories for
professional service are near budget on a PMPM basis.

Pharmacy

The monthly cost and utilization per enrollee for all aid categories is at or below budget through
March 2018. However, the cost per script per member per month is higher than budget. We
continue to analyze prescription utilization patterns to determine more cost effective ways to
administer and pay for high cost medications known as “specialty pharmaceuticals. These
medications are used most often in Oncology, Rheumatology and Pulmonology. Other
initiatives to increase patient’s compliance such as with treating Chronic disease may increase
drug costs initially but save money over time. Hospital and ER visits can be minimized if
patients methodically comply with their medication schedules.
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Inpatient Services

The overall PMPM cost of inpatient services is at budget for all Aide catagories. This is driven
by a reduction in our bed days per 1000 and reduction in out average length of stay in acute
hospitals. We are focusing our effort on reducing unnecessary admissions for patients whose
medical condition using evidence based guidelines in order to qualify for “observation bed”
status which is an outpatient service and not an admission.  The cost for this service is
considerably less.

We continue to work closely with our hospital partners and the hospitalists to identify alternative
types of care that are safe and less expensive for our homeless and end of life members. Finding
more suitable environments for further treatment or healing such as respite care and hospice
facilities are better choices for patients who don’t need to be in the hospital but require follow up
care.

Outpatient Hospital (Outpatient Diagnostic, Outpatient Surgery, Outpatient Observation,
and Outpatient Other)

With many services are moving away from inpatient care to outpatient settings creating a higher
demand for outpatient services. KHS staff are contracting with more free standing facilities that
provide the same services as hospital outpatient departments for lower cost. Examples include:
surgery centers, infusion centers and full - service physician suites.

With regard to the medical conditions being treated on an outpatient basis, preventive care and
physical exams represent the number one outpatient service. However, End Stage Renal disease
and Type Il diabetes are the second and third highest diagnoses for outpatient encounters.
Antineoplastic chemotherapy and hypertension encounters rank 4th and 5" among our leading
diagnosis indicating our demographic is changing requiring us to redesign our Care Management
Programs to align better with the needs of our population.

Emergency Room (ER)

The first Quarter of 2018 saw a significant increase in the PMPM cost in ER visit for SPDs. This
may be attributed to the flu but will be investigated further to determine the cause for the
increase. For February, March and April, all aid categories’ combined show the PMPM cost
trending downward. The most frequent diagnosis associated with an ER visit for all aid
categories is acute upper respiratory infection. We continue to explore the use of telemedicine to
provide physician access from the home eliminating the need to go to the ER for lower level,
acute care conditions.
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Hospital Utilization Reports (Attachment B Attachment C)

Inpatient Admissions

Total inpatient admissions fell in April for all hospitals but San Joaquin Community.
Bakersfield Memorial Hospital continues to provide the largest segment of inpatient services.
San Joaquin accounts for the second highest number of admissions. KM and Mercy are slightly
lower with 194 and 190 admissions respectively. Out of area admissions continue to rise but off
its peak in January.

ER Visits
ER visits continue to trend downward or leveled off for all hospitals but BMH. January, 2018

being the exception which can be attributed to the flu season spike.

HEDIS Trending Dashboard Report (Attachment D)

The Healthcare Effectiveness Data and Information Set (HEDIS) is a tool used by more than 90
percent of America's health plans to measure performance on important dimensions of care and
service. 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
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. Subsequent pages of the report gives a snap shot summary of
each measurement year- to- date. It is color coded in green when current rate is 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 (12/2018), 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.

221298



KHS Board of Directors Meeting, June 14, 2018

222 /298

Of the 15 HEDIS measures displayed here, 8 measures are in green and on target to meet
expectation. There are 6 measures in yellow show a 5% or less variance to the previous year’s
rate and 1 that is in the red. In such cases, staff closely monitors yellow measures to see that
trends come back in line with prior year’s results.

Regarding the one measurement in red, we have multiple activities going on to identify women
earlier in their pregnancy so they may start prenatal care within the first 12 weeks of pregnancy.
Among these activities are:

e working with the Department of Public Health and other community based
organizations where women typically go for pregnancy tests, to help us identify
our pregnant members.

e incentivizing women to begin prenatal care (within 12 weeks) and going for post-
partum care following delivery.

¢ reminding the PCP doing the majority of the pregnancy tests that provision of the
first prenatal visit is within the scope of practice for a PCP and if they complete
the assessment, they will be compensated accordingly for the visit.
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KERN HEALTH SYSTEMS
CHIEF EXECUTIVE OFFICER’S REPORT
For June 14t, 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.
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Kern Health Systems
Board of Directors Meeting
CEO Report - June, 2018
Page 2 of 7

PROGRAM DEVELOPMENT SUMMARY UPDATE
CMS Managed Care Regulation

In late 2017 DHCS released a final APL providing guidance on new provider screening and
enrollment requirements to be implemented in 2018. Additionally, the final APL on DHCS’
Certification of Managed Care Provider Networks was released in February. Both of these APLs
are being operationalized within the Provider Relations department. Separately, DHCS is
convening a workgroup to discuss implementing changes to public hospital pass-through
payments as required under the rule. Lastly, CMS is still reviewing the 2017 Plan Contract
Amendment submitted by DHCS. The 2018 Plan Contract Amendment related to the CMS
Managed Care Regulation was shared with plans in mid-March, and should be sent to CMS
soon.

Provider Supplemental Payments

Derived from the “smokers tax” (Tobacco Tax Fund), the supplemental payment will be fixed
dollar increments for 13 specific codes. KHS will be responsible for passing through these
enhanced payments to providers, retroactive to July 2017. The final APL outlining KHS’
responsibilities was shared in May. KHS has received the first payment and staff are working to
process payments to the appropriate providers.

BHT Transition/Expansion

Effective no sooner than July 1, 2018, Managed Care Plans will be responsible for providing
medically necessary Behavioral Health Treatment (BHT) services for all members under 21
years of age, regardless of diagnosis. There are less than 100 members scheduled to
transition from KRC. DHCS has shared various transition-related materials including: APLs
outlining the program changes and KHS’ responsibilities, contract amendment language,
transitioning member lists, member notices, reporting requirements, and clinical guides. KHS
staff is working with KRC to facilitate the upcoming transition.

Diabetes Prevention Program

Senate Bill 97 requires DHCS to establish the Diabetes Prevention Program (DPP) as a Medi-Cal
benefit. The DPP is an evidence-based, lifestyle change program designed to assist Medi-Cal
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beneficiaries diagnosed with prediabetes in preventing or delaying the onset of type 2 diabetes.
DHCS is working to finalize the DPP coverage and reimbursement policies with a targeted
implementation date of January 1, 2019. There is a statewide workgroup discussing DPP best
practices and implementation strategies. DHCS anticipates releasing guidance to Managed Care
Plans sometime in the Fall.

LEGISLATIVE SUMMARY UPDATE

A status report on the proposed 2018 Federal legislation and California State legislation
impacting KHS is included under Attachment D.

KHS JUNE ENROLLMENT

Medi-Cal Enrollment

As of JUNE 1, 2018, Medi-Cal enrollment is 172,470, which represents a decrease of 0.1% from
MAY enroliment.

Seniors and Persons with Disabilities (SPDs)

As of JUNE 1, 2018, SPD enrollment is 13,216, which represents a decrease of 0.1% from MAY
enrollment.

Expanded Eligible Enrollment

As of JUNE 1, 2018, Expansion enrollment is 60,327, which represents a decrease of 0.0% from
MAY enrollment.

Kaiser Permanente (KP)

As of JUNE 1, 2018, Kaiser enrollment is 8,245, which represents a decrease of 0.0% from
MAY enrollment.

Total KHS Medi-Cal Managed Care Enrollment

As of JUNE 1, 2018, total Medi-Cal enrollment is 254,258, which represents a decrease of 0.1%
from MAY enroliment.
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Monthly/

Membership as of Member
Month of Eligibility FAMILY SPD EXPANSION KP BABIES Months

Total

201712 168,568 12,986 57,738 7,843 431 247,566
201803 171,607 13,114 58,971 8,237 401 252,330
201804 171,626 13,132 59,883 8,251 380 253,272
201805 172,217 13,225 60,333 8,248 384 254,407
201806 172,083 13,216 60,327 8,245 387 254,258

300,000 -

250,000

200,000

150,000 -

Membership Count

100,000 -

168,999

50,000 -

201712

*Babiesare incorporated in Family Aid Code Category

172,008

172,006

201803

201804

Month of Eligibility

172,601

201805

172,470

201806

HKP

M EXPANSION

M SPD

M FAMILY
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KHS ADMINISTRATIVE INITIATIVES

Provider Relations Update

Provider Contracting: Provider contract agreements and amendments highlighted for this
month are as follows:

Metro Physicians Medical Group — Nephrology

Sillect Integrated Medical Services — Wound Care

NeoGenomics — Lab

Premier Family Health Care — Family Practice

Bakersfield City School District - School Based Clinic

Grand Avenue Emergency Physicians Group — Emergency Room Medicine
Behavior Frontiers, LL — ABA

YV V V V V V VY

Credentialing Activities:

» 24in April & 23 in May. New Initial Credentialed providers

> 21in April & 43 in May. Re-Credentialed providers.

Provider Grant Program Update :
ER Diversion Grants:

» Clinica Sierra Vista - Following discussion with CSV’s new CEO, a one year extension
was given to CSV to undertake activities paid with the remaining balance for the ERD
program. The ERD Grant Program Agreement with CSV will be amended to
incorporate this extension.
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Marketing/Public Relations Update

Sponsorships:

KHS will share sponsorship in the following events in June and July:

>

>

>

>

KHS donated $2,500 to the Ronald McDonald House to sponsor the 2018 Walk for
Kids on June 2™ at the California Living Museum.

KHS donated $1,000 to Children First Campaign to sponsor the 2018 East
Bakersfield Festival on June 16" at Jefferson Park.

KHS donated $500 to the Latina Leaders of Kern County to sponsor the 2018 Latinas
Leading the Way Awards Dinner on July 21% in Bakersfield.

KHS donated $1,100 to the Bakersfield College Foundation to support the BC
Chamber Singers Tour of Australia to sing in the Sydney Opera House in July.

Community Events:

In June and July, KHS will participate in:

>
>
>

vV V V VYV V

6/6 2018 Farmers Market Kick-off in Wasco

6/10 American General Media Health & Wellness Expo @ Kern County Museum
6/21 Homeless Consumer & Service Provider Days @ St. Vincent de Paul in
Bakersfield

6/27 Free Produce Event @ Catholic Charities

6/30 Frazier Mountain Community Health Fair @ Frazier Park Elementary School
7/19 Homeless Consumer & Service Provider Days @ Bakersfield Homeless Center
7125 Free Produce Event @ Catholic Charities

7/27 Back to School Fun Day @ The Blessing Corner Ministries
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KHS OFFICES RELOCATION PROJECT UPDATE

Project Status: Green

The activities undertaken since the last report include:

vV V V V V

YV V VYV V

Published Flooring and Brick Veneer Invitation to Bid (final trades)

Held flooring and brick veneer bid opening

Sent out notice of intent to aware, will go to BOD for approval in June 2018

95% of Subcontracts novated to S.C. Anderson

Meeting to discuss final decision on low voltage with CG, Developer, Architect, IT
consultant

Received Board Room and Executive Conference Room finishes and furniture specs.
Will meet with CEO for approval.

Monthly required Reporting to U.S. Census Bureau regarding construction progress

Oil stained dirt was discovered on the property, along with a lot of waste such as
concrete, brick and pipes. The insurance carrier was notified should we reach the policy
deductible and a site visit by the carrier was performed. Continued reporting and requests
from carrier on other discoveries.

Finalizing cubicle layout with interior designer, GC and electrician

Preparing to order cubicles

Negotiating elevator contract

Regular meetings with KHS Developer continues on building progress

Member & Employee Newsletters

»

Attached is the most recent Employee Newsletter: Wellness News (Attachment E).

Dashboard Presentation

»

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

Department of Health Care Services (DHCS)

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

The DHCS issued one (1) APL during the months of April and May to provide guidance for
Managed Care Plans (MCP).

All Plan Letters (APL)

APL 18-010 - The purpose of this APL is to provide Medi-Cal MCPs with information on
directed payments for certain services funded by the California Healthcare, Research and
Prevention Tobacco Tax Act of 2016 (Proposition 56) for State Fiscal Year (SFY) 2017-18.
Proposition 56 appropriated funds will result in directed payments, by MCPs and their delegated
entities and subcontractors (as applicable), to individual providers rendering specified services
with dates of service between July 1, 2017 and June 30, 2018. The DHCS is requiring MCPs,
and their delegated entities and subcontractors, to make directed payments to qualifying network
providers for specific services as defined in the APL.

Starting with the calendar quarter ending June 30, 2018, the MCP must report to DHCS within
45 days of the end of each calendar quarter all directed payments made pursuant to this APL,
either directly by the MCP or by the MCP’s delegated entities and subcontractors at the MCP’s
direction.
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COMPLIANCE
All Plan & Policy Letter Reviews

The following matrices are included with the month’s BOD packet: Prospective Reviews of
DHCS and DMHC All Plan Letters [Attachment B] and Retrospective Audits [Attachment C].

DHCS Medical Audit —2018

The Director of Compliance and Regulatory Affairs has initiated preliminary discussions with
the DHCS Audit Team lead regarding the annual DHCS Medical Audit. The DHCS will be
conducting their annual Medical Audit for the review period beginning August 1, 2017 through
July 31, 2018. The audit will cover six categories: Utilization Management, Case Management,
Access and Availability, Member Rights, Quality System and Delegation, and Administration
and Organization Capacity.

DMHC Medical Audit — 2016

Update: The draft report for the 18 month follow-up audit of KHS’ 2016 deficiencies is currently
being reviewed by KHS management. The final draft report is expectation in the next 30-45 days.
Upon receipt, the report will be shared with the Board.

Technical Assistance Guides (TAGSs) — DMHC

Update: The TAGs for Grievances and Appeals (enrollee complaints) and Utilization
Management (referrals and authorizations) have been reviewed against current policies,
procedures, and operations to ensure that the Plan is compliant with the requirements as set
forth by the DMHC. The Quality Assurance and Access and Availability TAGs are currently in
review.

California law requires the DMHC to conduct a routine medical survey of each licensed full
service and specialty health plan at least once every three years. The DMHC may also perform
an investigative medical survey as often as deemed necessary by the DMHC's Director. The
medical survey is a comprehensive evaluation of the plan's compliance with the law in the
following health plan program areas:

Quality Assurance

Grievances and Appeals (enrollee complaints)
Access and Availability

Utilization Management (referrals and authorizations)

The DMHC utilizes detailed audit tools when conducting medical surveys of both licensed full
service and specialty plans in order to ensure compliance with the Knox-Keene Act (Act), Title
28 of the California Code of Regulations and other applicable laws and regulations.

2
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This protocol document, called a Technical Assistance Guide (TAG), is used by the surveyors to
measure a health plan's performance and determine compliance. The standard TAG tools are

updated as necessary based on legislative and regulation changes.

The Compliance Auditors, as part of the 2018 Audit Plan, are currently using the TAGs to
evaluate KHS business division’s readiness for performance evaluation and compliance. This
work will improve KHS readiness for the next Routine Survey which will take place no later

than 2019.

Reporting to government agencies

April 2018

Report Name/ltem Status
Avrbitration (Quarterly) (DMHC) On time
BHT-CDE On time
BHT Quarterly On time
Call Center On time
CBAS On time
Dental Anesthesia On time
Grievance (Quarterly) (DMHC) On time
NMT-NEMT On time
Provider Network Reports On time
QI/UM Committee Meetings On time
May 2018

Report Name/ltem Status
BHT-CDE On time
Claims Settlement (Quarterly) (DMHC) On time
Grievance & Appeals On time
MER On time
Mental Health On time
NMT-NEMT On time
Out-of-Network On time
Palliative Care On time
Provider Calls On Going
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ATTACHMENT D

Legislative Summary —June 2018

Federal Legislation — Congress is in session for the month of June and the focus is expected to be primarily on
opioids. The House is preparing a package of legislation to send to the Senate. Meanwhile, most Senate
committees have considered opioid-related legislation or plan to in June. This four-week stretch will determine
if the House and Senate are close enough on policy that they might reconcile their differences and send
something to the President’s desk in July. The window for substantive work to be conducted becomes narrower
as mid-term elections approach. Currently it is too soon to tell if any Opioid legislation will have direct impact to
KHS.

State Legislation — June 1% was the deadline for each house to pass bills introduced in that house. Bills that
passed will now switch houses and go through the committee process again. There are currently 36 State Bills
being monitored internally. Staff continues to work with our Trade Associations to monitor impactful bills as
they progress and provide feedback as necessary. A list of the current bills being monitored is included below.

Regarding the State Budget, the Governor released his May-revised budget on 5/11. There is a larger surplus
than estimated in January, but the Governor still prefers to fund one-time expenses and the rainy-day fund over
recurring expenses. In the Legislature, Budget Conference Committee will meet in early June to come to
consensus on what should be included in the budget that is sent to the Governor. There are items up for
discussion that may impact Medi-Cal and KHS, so staff will continue to monitor and provide feedback as needed.

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 Bright Futures/American Academy of Pediatrics 3/15/2018 -

AB 11 (McCarty) Recommendations for Preventive Pediatric Health Care and any future Referred to
updates. Com. on
HEALTH.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018
0AB11
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This bill would require, by July 1, 2019, every health care practitioner who
prescribes, orders, administers, or furnishes opioids classified as Schedule I
and Schedule Il to adopt, review, and periodically update a safe opioid
prescribing policy, as specified. The bill would prohibit the safe opioid
prescribing policy from placing a limitation on the prescription, ordering,

266 /298

- . S . . . . 5/31/2018 -
administration, or furnishing of opioids to patients with prescribed /31/
i, . . e . In Senate.
conditions. The bill would require a health care practitioner who determines, Read first
AB 1998 based on his or her professional judgment, that the safe prescribing policy is time. To
(Rodriguez) not appropriate for a specific patient’s treatment, to provide adequate Com' on
documentation in the patient’s record to support the treatment decision. The )
) . . L " RLS. for
bill would make the failure to establish or adopt a safe opioid prescribing .
. . . . . assignment.
policy to be referred to the appropriate state professional licensing board for
administrative sanctions.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018
0AB1998
This bill would require the Department of Health Care Services to ensure that
a child enrolled in Medi-Cal receives blood lead screening tests at 12 and 24
months of age, or at any time at which they are identified as having a high
risk of lead exposure, and that a child 2 to 6 years of age, inclusive, receives a
blood lead screening test if there is no record of a previous test for that child.
The bill would require the department to report its progress toward blood 5/31/2018 -
lead screening tests for all enrolled children, as specified, in its annual Read third
External Accountability Set and annually on its Internet Web site, ensure time
AB 2122 (Reyes) | Medi-Cal managed care plans make certain each enrolled child receives Pass;ad
required blood lead screening tests, and ensure Medi-Cal managed care plans ’
. . . i . Ordered to
require health care providers to test enrolled children, as specified. The bill the Senate

would require a contract between the department and a Medi-Cal managed
care plan to ensure the plan meets a specified standard of care for lead
testing.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0AB2122
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Would make it the duty of OB-GYN or licensed health care practitioners
supervised by OB-GYN who treat or attend the mother or child, or both, to
screen the mother for maternal mental health conditions, as defined, during
pregnancy or during the postpartum period and to report the findings of the
screening to the mother’s primary care physician if the OB-GYN or health care

practitioner is not the mother’s primary care physician. CAHP
Oppose
This bill would require health care service plans and health insurers to
. U . . 5/31/2018 -
AB 2193 provide specified information regarding maternal mental health treatment Read third
(Maienschein) and case management utilization to existing quality management programs .
. . time.
by July 1, 2019 and annually thereafter. The bill would require the Passed
information to be used to develop resources to ensure contracting obstetric Orderea to
providers receive screening support and to ensure that health care service
. . . o . the Senate.
plans and health insurance policies meet their obligation to make all services
readily available at reasonable times to each enrollee or insured, as specified.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmlI?bill_id=20172018
0AB2193
This bill would require the department to establish a quality assessment and
performance improvement program for all Medi-Cal managed care plans,
through which the plans, commencing January 1, 2021, would be required to | CAHP
meet a minimum performance level (MPL) that improves quality and reduces | Oppose
health disparities, as specified. The bill would require managed care plans
that meet the performance targets to receive specified financial incentives. 5/31/2018 -
AB 2275 The bill would require the department, in consultation with stakeholders, to In Senate.
(Arambula) develop a plan for a value-based financial incentive program. The bill would Read first
require the department to establish the measures by which the MPL and time. To
performance targets would be assessed and would require the measures to Com. on
be collected annually, commencing July 1, 2019. RLS. for
assignment.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0AB2275
Would require the State Department of Health Care Services to ensure that
all written health education and informing materials, as defined, in English
and those translated into threshold languages by managed care plans are at CAHP/LHPC
or below the equivalent of 6th grade reading level. The bill would require the | Oppose
department to require managed care plans or other contractors to conduct,
by January 1, 2020, a one-time, targeted community review of health 5/30/2018 -
AB 2299 (Chu) education and informing materials in English and each threshold language, in | In Senate.
order for members to ensure the cultural and linguistic appropriateness of Read first
materials in community-based settings. The bill would require the managed time. To
care plans to adopt additional readability and suitability standards developed | Com. on
by the community-review process by July 1, 2020. RLS. for
assignment.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0AB2299

267 /298



KHS Board of Directors Meeting, June 14, 2018

268 /298

This bill would require health care service plans, health insurers, and the

State Department of Health Care Services to cover breast and ovarian cancer :/es;ii/tzr?l:j i
susceptibility screening as recommended by the United States Preventive .
AB 2342 Services Task Force time.
(Burke) ’ Passed.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmlI?bill_id=20172018 Ordered to
the Senate.
0AB2342
This bill would require the department to terminate or decline to renew or
award a contract to a for-profit Medi-Cal Managed Care Plan if the Attorney
General determines that the Medi-Cal Managed Care Plan engaged or
engages in anticompetitive conduct or practices, as defined, or if the
department determines that the Medi-Cal Managed Care Plan has a pattern
or practice of not complying with the medical loss ratio. The bill would specify CAHP
that nonrenewal or termination of a contract under these provisions would Obpose
not qualify the applicant for an administrative hearing. The bill would apply PP
these provisions only to new contracts, and renewals of existing contracts, 5/31/2018 -
executed on or after January 1, 2019. In Senate
AB 2427 (Wood) Read first
This bill, commencing January 1, 2020, would require a health care service time. To
plan that has a contract with the State Department of Health Care Services to ’
. . Com. on
offer Medi-Cal managed care plans or prepaid health plans, and that meets RLS. for
specified criteria, to negotiate with the Exchange regarding offering individual 5
. . . assignment.
products on the Exchange in approved service areas that overlap with
counties where there are 2 or fewer health care service plans offering
products on the Exchange, as specified.
http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtmI?bill_id=201720180
AB2427
LHPC/CAHP
Support
Zh(iesdb;IrI];NgiuSZ:Iblr::e the income threshold for coverage up to 138% FPL for 5/30/2018 -
AB 2430 & ' In Senate.
(Arambula) http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 R.ead first
time. To
0AB2430
Com. on
RLS. for
assignment.




KHS Board of Directors Meeting, June 14, 2018

This bill would require the board to prepare an analysis and evaluation to
determine the feasibility of a public health insurance plan option to increase
competition and choice for health care consumers. The bill would require the

feasibility analysis to contain, among other things, an actuarial and economic fr{zg{;(zig i
analysis of a public health insurance plan and an analysis of the extent to Read first'
which a new public health insurance plan option could address the underlying | ..

AB 2472 (Wood) S o . . . time. To
factors that limit health plan choices in some regions. The bill would require Com. on
the board to submit the feasibility analysis to the Legislature on or before )

RLS. for
January 1, 2020. .
assignment.
http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtmI?bill_id=201720180
AB2472
Would, on and after January 1, 2020, require a contract entered into by the
Department of Health Care Services and a drug manufacturer under the
Medi-Cal program, that includes a prescription drug that contains an active 05/31/18
opioid ingredient, to provide for a state rebate, in addition to other existing Read third

AB 2486 rebates, which would be proportional to the utilization of prescription drugs time.

(McCarty) containing active opioid ingredients, at a rate of $0.01 per milligram of active | Passed.
opioid ingredient. Ordered to

the Senate.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0AB2486
Would state the intent of the Legislature to establish a system to collect
information regarding the cost of health care. The bill would require the
. . . 5/30/2018 -
Secretary of California Health and Human Services, no later than January 1, In Senate
2020, to establish, implement, and administer the California Health Care -
. . . .\ Read first
Payments Database. The bill would require certain health care entities, .

AB 2502 (Wood) | . . . . e 1 . time. To
including health care service plans, to provide specified information to the Com. on
secretary. RLS. for

assignment.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0AB2502
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This bill would establish the Advisory Panel on Health Care Delivery Systems
and Universal Coverage in the California Health and Human Services Agency
and would require the advisory panel to develop a plan to achieve universal
coverage and a unified publicly financed health care system.
The bill would require the plan developed by the advisory panel to include a 5/30/2018 -
timeline of the benchmarks and steps necessary to implement a universal In Senate.
and unified publicly financed health care system. The bill would require the Read first
AB 2517 (Wood) | plan to include, among other things, a multiyear financial model, a time. To
consideration of requirements necessary to seek federal waivers or federal Com. on
statutory changes, and a consideration of the requirements for state RLS. for
constitutional amendments. The bill would require the advisory panel to assignment.
submit the plan to the health committees of the Senate and the Assembly on
or before January 1, 2020, and to submit a followup progress report every 6
months thereafter.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018
0AB2517
Would require the State Department of Health Care Services, in collaboration
. e . .. . . CAHP/LHPC
with specified designated entities, to design, promulgate, and implement Support
policies and procedures for an automated enrollment gateway system, PP
operational no later than January 1, 2019, allowing children applying to the
) - . S 5/31/2018 -
AB 2579 WIC Program to obtain express lane eligibility for, and to facilitate application In Senate
for enrollment in, the Medi-Cal program, and allowing pregnant women .
(Burke) . . . Pl ) Read first
applying to the WIC Program to obtain presumptive eligibility for the Medi- time. To
Cal program Com. on
. . . . - RLS. for
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 assignment
0AB2579 & '
This bill would require the department to establish the Medi-Cal fee rate for
. . . . ) . . 5/31/2018 -
air ambulance services provided either by fixed or rotary wing aircraft at a Read third
level equal to a percentage of the rural Medicare rates for those services, as .
AB 2593 . . time.
described and effective July 1, 2019.
(Grayson) Passed.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018 Ordered to
the Senate.
0AB2593
This bill would require the Department of Managed Health Care to maintain
. . . . CAHP
an electronic database of provider complaints that a health care service plan Obpose
has underpaid or failed to pay the provider and would establish a procedure PP
for a provider to file a complaint with the department, and a procedure for a
. . . . - 5/31/2018 -
AB 2674 health care service plan to provide supporting documentation relating to a .
. . . . . - Read third
(Aguiar-Curry) provider complaint to the department. Requires DHCS review complaints time
annually and take action if needed. )
Passed.
. . . . - Ordered to
http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtmI?bill_id=201720180
AB2674 the Senate.
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CAHP
Support
Allows a Certified Nurse Midwife (CNM) to provide a full range of primary
gynecological and obstetric care services for women in specific settings and 5/31/2018 -
AB 2682 (Burke) locations independent of a licensed physician and surgeon. In Senéte.
Read first
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 | time. To
0AB2682 Com. on
RLS. for
assignment.
This bill would prohibit a prescriber from prescribing more than a 5-day 5/24/2018 -

supply of opioid medication to a minor unless the prescription is for specified
uses. The bill would also require a prescriber to take certain steps before
prescribing a minor a course of treatment with opioid medication, including

Read second
time,

AB 2741 (Burke) | discussing opioid risks and obtaining verbal consent, except in specified ande:eded,
Instances. referred to
. . . . . Com.onB.,
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018 P.&ED
0AB2741 o
Would require a prescriber, as defined, to offer a prescription for naloxone
hydrochloride or another opioid antagonist to a patient when certain
conditions are present and to provide education on overdose prevention and
the use of naloxone hydrochloride or another opioid antagonist to the 5/30/2018 -
AB 2760 patient and specified others. The bill would make a violation of the bill’s Referred to
(Wood) provisions unprofessional conduct and would subject the prescriber to Com.onB,,
discipline by the board charged with regulating his or her license. P.&E.D.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018
0AB2760
Would require, subject to Federal approval, the State Department of Health
Care Services to allow a licensed practitioner of the healing arts or a certified 5/31/2018 -
. . . . In Senate.
substance use disorder counselor to receive Medi-Cal reimbursement for Read first
AB 2861 (Salas) covered individual outpatient counseling services for substance use disorders time. To
provided through telehealth in accordance with the Medicaid state plan. Com. on
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 RLS.' for
- assignment.

0AB2861
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2721298

CAHP
Support
Would extend eligibility for full-scope Medi-Cal benefits to individuals who
are under 26 years of age and who are otherwise eligible for those benefits 5/31/2018 -
AB 2965 but for their immigration status. In Senate.
(Arambula) Read first
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018 | time.To
0AB2965 Com. on
RLS. for
assignment
This bill would require the department to coordinate with specified state 5/31/2018 -
entities to gather data to determine whether children are being screened for | In Senate.
lead poisoning as required by the regulation. Read first
AB 2976 (Quirk) time. To
Com. on
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 | RLS. for
0AB2976 assignment.
CAHP/LHPC
Significantly expands the Autism coverage requirements in ways not Oppose
SB 399 supported by literature.
(Portantino) 4/16/2018 -
http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtm|?bill_id=201720180 | Referred to
SB399 Com. on
HEALTH.
This bill would require the State Department of Health Care Services to
establish, no later than July 1, 2019, a statewide peer support specialist
certification program, as a part of the state’s comprehensive mental health
and substance use disorder delivery system and the Medi-Cal program. The
certification program’s components would include, among others, defining 5/31/2018 -
responsibilities and practice guidelines, determining curriculum and core In Assembly.
SB 906 (Beall) competencies, specifying training and continuing education requirements, Read first
establishing a code of ethics, and determining a certification revocation time. Held at
process. The bill would require an applicant for the certification as a peer Desk.

support specialist to meet specified requirements, including successful
completion of the curriculum and training requirements.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0SB906
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Would create the Community Paramedicine Act of 2018. The bill would

authorize a local EMS agency to develop a community paramedicine LHPC
program, as defined, to provide specified community paramedic services. The | Support
bill would require the Emergency Medical Services Authority to review a local
SB 944 EMS agency’s proposed community paramedicine program and approve, 05/31/18 In
(Hertzberg) approve with conditions, or deny the proposed program within 6 months Assembly.
after it is submitted by the local EMS agency. Read first
time. Held at
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 | Desk.
0SB944
This bill would remove the coverage limitations for breast and cervical cancer | LHPC
treatment covered by DHCS. Currently coverage expires after 18 or 24 Support
months of treatment. This bill would provide that the treatment services be
SB 945 (Atkins) | provided as long as eligibility requirements are met. 5/29/2018 -
Read third
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmlI?bill_id=20172018 | time.
0SB945 Passed.
LHPC
This bill would additionally extend eligibility for full-scope Medi-Cal benefits Support
to individuals 65 years of age or older, if otherwise eligible for those benefits,
$B 974 (Lara) but for their immigration status, subject to an appropriation. 5/31/2018 -
In Assembly.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmlI?bill_id=20172018 | Read first
0SB974 time. Held at
Desk.
This bill would extend indefinitely the Physican-to-Enrollee requirements
currently in place. Current law requires a health care service plan to ensure
that there is at least one full-time equivalent primary care physician for every
. : - 5/25/2018 -
SB 997 2,000 enrollees z?nd authorizes t.he.: assignment of u.p to an gddltlonal 1,000 Referred to
. enrollees to a primary care physician for each full-time equivalent
(Monning) - . . . L Com. on
nonphysician medical practitioner supervised by that physician. HEALTH.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0SB997
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This bill would require the Family PACT Program to cover services provided by
a Family PACT Provider through direct video and telephonic communications
with a provider and direct or asynchronous care provided through a smart
phone application that is appropriate to be delivered remotely based on
current clinical guidelines. The bill would allow Family PACT providers to
determine program eligibility remotely and to enroll clients remotely, as

specified, and would authorize the State Department of Health Care Services 5/31/2018 -
L. . . . . In Assembly.
SB 1023 to develop program policies to support implementation of off-site eligibility .
. ) . e Read first
(Hernandez ) determination and enrollment. The bill would, if a patient is ineligible for the .
. - . time. Held at

Family PACT Program, but may be eligible for more comprehensive health Desk

care coverage through Medi-Cal or Covered California, require the Family ’

PACT provider to share information with the patient about his or her

coverage options.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmlI?bill_id=20172018

0SB1023

This bill would make it a goal of the state that all children at risk of lead

exposure receive blood lead screening tests, and would require the

Department of Public Health to take action, and to require local agencies to

take action, necessary to ensure these goals are met.

The bill would require the department to annually notify health care

providers who perform periodic health assessments for children about, and 5/31/2018 -
$B 1041 (Leyva) woulq require those health care providers to annually inform parents and Rgad third

guardians about, the tests. time.

Passed.

The bill would require the department to report on additional content,

including the total number of children enrolled in Medi-Cal and who have

secured blood lead screening tests.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018

0SB1041

This bill would state the intent of the Legislature to enact legislation that

would increase the Medi-Cal reimbursement rates for services provided by

. . . . . . . 2/22/2018 -

qualified providers in counties with both a population density under 300
SB 1047 ersons per square mile and a total population under 500,000 persons Referred to
(Nielsen) P persq pop ! P ’ Com. on

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 RLS.

0SB1047

Would prohibit the State Department of Health Care Services from seeking or

obtaining a Medicaid demonstration project or waiver to require work or

community engagement activities as a condition of Medi-Cal eligibility or 5/31/2018 -
SB 1108 coverage, to require waiting periods, time limits, or coverage lockouts, as Referred to
(Hernandez) specified, or to require any other condition of Medi-Cal eligibility or coverage | Com. on

not authorized by any other provision of state law or federal statute or HEALTH.

regulation.
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http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0SB1108

This bill would authorize reimbursement to an FQHC/RHC for a maximum of 2

- . . L . .. LHPC
visits taking place on the same day at a single location if after the first visit
. . . . .. . . Support
the patient suffers iliness or injury requiring additional diagnosis or
SB 1125 tre'atment,'or if the patient has a medical visit aer' a men'tal health or dental 5/31/2018 -
X visit. The bill would also make an FQHC or RHC visit to a licensed
(Atkins) . . .. . In Assembly.
acupuncturist reimbursable on a per-visit basis. .
Read first
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018 time. Held at
Desk.
0SB1125
This bill would include hypertension medication management services as a
covered pharmacist service under the Medi-Cal program 5/31/2018 -
SB 1264 P program. Read third
(Stone) http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml|?bill_id=20172018 time.
Passed.
0SB1264
This bill would revise the Medi-Cal definition of “medically necessary” for
purposes of an individual under 21 years of age to incorporate the existing
description of necessary EPSDT services under federal law. The bill would 5/29/2018 -
SB 1287 clarify the meaning of “medically necessary” with regard to prior Read third
(Hernandez) authorization controls in the Medi-Cal program. time.
Passed.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20172018
0SB1287
This bill would modify the minimum qualifications that an interpreter is
required to possess to provide oral interpretation services to an LEP 5/21/2018 -
SB 1423 beneficiary enrolled in either a managed care plan or a mental health plan. Read third
(Hernandez) time.
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=20172018 | Passed.

0SB1423

2751298
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KHS Wellresy

Attachment E

a9c
Whthies health € & € wellness

O
NEWSLETTER

Issue 1 | June 2018

RECIPE THE MONTH EMPLOYEE HEALTH SCREENINGS
Quinoa Salad in a Jar
The Fab Abs Squeeze *June 26th, Stockdale from 7 am - 12 pm
This one is a silent deskercise and *June 27th, Truxtun from 7 am - 12 pm
can be covertly executed when KHS is offering free, comprehensive
INGREDIENTS waling down the hall or seated health screenings for all employees. The
Lemon Dill Dressing during a call. Simply take a deep health screening is designed to help

3/4 cup of olive oil breath and tighten the abdominal employees not only become aware of their
1/4 cup of water

2 tablespoons white vinegar
1 clove of garlic the spine as you exhale. Stay
1/2 teaspoon salt squeezed for 5-10 seconds and Screenings are confidential and
lemon juice (to taste) release. Repeat for 12-15 reps. information will not be shared with your
handful of fresh dill (to taste)
handful of fresh parsley

muscles, bringing them in towards health, but to provide information to help

improve their health.

employer.

Schedule your appointment today @:
Summer Salad Jars

. http://advancedcarewellness.net/khs/
2 cups quinoa

2 pints of grape tomatoes
2 large cucumbers

1-2 small jars of sun dried
tomatoes or peppers

1 cup feta cheese

Dressing:
Blend all dressing ingredients together
until smooth.

Grains: e June 25 - June 29: Open Enrollment

Cook quinoa according to package . .
i . e June 26 & June 27: Benefits Fair

KEY DATES

In each jar, layer a little bit of dressing,
tomatoes, quinoa, cucumbers, tomatoes
and feta. Store sealed jars in fridge for
up to 4 days!

Serve:

Empty the jar into a bowl, stir to
combine and Voila!
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Healthy Living Calendar

All classes are held at 8800 Ming Ave

Meal Planning CI
June 6 5:30 pm-7:30 pm

Healthy Balance/Weight Management
June 13 5:30 pm - 7:00 pm
June 21 5:30 pm-7:00 pm
June 26 2:30 pm - 4:00 pm

Di ries of 4 Cl
June 21 5:30 pm - 7:00 pm
June 28 5:30 pm - 7:00 pm
July 5 5:30 pm - 7:00 pm
July 12 5:30 pm - 7 :00 pm

Fitness
Wednesdays 5:45 pm - 6:45 pm

Zumba
Mondays 5:45 pm - 6:45 pm

SmokingC i f4Cl )
June 20 5:30 pm - 7:00 pm
June 27 5:30 pm - 7:00 pm
July 11 5:30 pm - 7:00 pm
July 18 5:30 pm - 7:00 pm

For information and registration please
contact the call center @ 877524-7373

Online registration is available on kp.org

*All Classes are available in Spanish

b3

=

thrive

KAISER PERMANENTE
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6 PILLARS OF BRAIN HEALTH

People who exercise regularly have a lower risk of developing Alzheimer's disease.
Exercise improves blood flow and memory; it stimulates chemical changes in the

brain that enhance learning, mood and thinking. Be fit. Be smart.
F Nutrition:

You are what you eat. As you grow older, your brain is exposed to more harmful
stress due to lifestyle and environmental factors, resulting in a process called
oxidation, which damages brain cells. Rust on the handlebars of a bike or a
partially eaten apple gives you an idea of the kind of damage oxidation can cause to
your brain. Food rich in antioxidants can help fend off the harmful effects of

oxidation in your brain.

Medical Health:

Hypertension, diabetes, obesity, depression, head trauma, higher cholesterol, and
smoking all increase the risk of dementia. You can control and reduce these risks.
Get your annual check-up, follow your doctor's recommendations and take

medications as prescribed. Get engaged in a brain healthy lifestyle for your body

and your mind.

Sleep & Relaxation:

Sleep energizes you, improves your mood and your immune system, and may
reduce buildup in the brain of an abnormal protein called beta-amyloid plaque,
which is associated with Alzheimer's disease. Practicing meditation and managing

stress may help fend off age-related decline in brain health. Stay positive. Be
happy.

Mental Fitness:

Mental exercise is just as critical as physical exercise in keeping your brain fit and
healthy. Mental exercises may improve your brain's functioning and promote new

brain cell growth, decreasing your likelihood of developing dementia. Like your

muscles, you have to use your brain or you lose it.
Social Int tion:

Leading an active social life can protect you against memory loss. Spending time
with others, engaging in stimulating conversation, and staying in touch and
connected with family and friends are good for your brain health. Studies have
shown that those with the most social interaction in their community experience

the slowest rate of memory decline.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors

From: Martha Tasinga, M.D., MPH and MBA, Chief Medical Officer
Bruce Wearda, R.Ph, Director of Pharmacy

Date: June 14, 2018

Re:  Pharmacy & Therapeutics (P&T) modifications for Pulmonology

Background

The P&T Committee reviewed the KHS formulary and determined that, aligned with national
standards, KHS’s formulary includes all medically necessary drug classes to treat patients for
pulmonary disorders. The formulary was evaluated not just for new drug therapies and medicines
but for older medications as well for their continued relevant. In addition, the P&T Committee
determined the pharmaceuticals evaluated and recommended for inclusion to the formulary are
not only efficacious and cost effective, but safe for patients when used for their intended
purpose.

Requested Action

Accept the following recommendation of the P&T Committee.

1. Add bolded drugs which represent the same class of medications on the KHS Formulary
costing more. The comparison below shows the cost for a monthly supply of each for
different strengths. Converting only a third of our present utilization of this class would
save $100,000 annually without impacting the medication’s effect.

WAC/Inhaler
Flovent 50 S 208
Armonair Respiclick 55 S 180
Flovent 110 S 260
Arnuity Ellipta 110 S 180
Armonair Respiclick 113 S 240
Flovent 220 S 405
Arnuity Ellipta 200 S 240
Armonair Respiclick 232 S 240

289/298



KHS Board of Directors Meeting, June 14, 2018

2. Modify the formulary to change the preferred application method of two drugs: Albuterol
and Montelukast. This change will result in an annual savings of $90,000.

a. Albuterol — allow syrup form as first choice and tablet as second choice
b. Montelukast — allow chewable form as first choice and granular as second choice

In all instances, (1 and 2 above) physicians may deviate from the formulary for justifiable
reasons by submitting their request to KHS.
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SUMMARY OF PROCEEDINGS

QUALITY IMPROVEMENT (QI) / UTILIZATION MANAGEMENT (UM)

COMMITTEE

KERN HEALTH SYSTEMS
1% Floor-Conference Room
9700 Stockdale Highway
Bakersfield, California 93311

Regular Meeting
Thursday, February 22, 2018
7:00 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.

Members Present: Satya Arya, M.D.; LSSBB; Danielle C Colayco, PharmD, MS;
Allen Kennedy; Chan Park, MD; Maridette Schloe MS, Martha Tasinga, M.D.,
C.M.O.

Members Absent: Jennifer Ansolabehere, P.H.N; Felicia Crawford, RN; Bruce
Taylor, DO

Meeting called to order by Dr. Martha Tasinga, M.D., CM.O. @ 7:01 A.M.

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 COMMITTEE MEMBER OR AUDIENCE WISHES
TO COMMENT OR ASK QUESTIONS. IF COMMENT OR DISCUSSION IS DESIRED
BY ANYONE, THE ITEM WILL BE REMOVED FROM THE CONSENT AGENDA AND
WILL BE CONSIDERED IN LISTED SEQUENCE WITH AN OPPORTUNITY FOR ANY
MEMBER OF THE PUBLIC TO ADDRESS THE COMMITTEE MEMBERS
CONCERNING THE ITEM BEFORE ACTION IS TAKEN.

STAFF RECOMMENDATION SHOWN IN CAPS
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Summary of Proceedings — QI/UM Committee Page 2
Kern Health Systems 02/22/2018
Regular Meeting

PUBLIC PRESENTATIONS

1) This portion of the meeting is reserved for persons to address the Committee
Members on any matter not on this agenda but under the jurisdiction of the
Committee Members. 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 Members at a later meeting. Also, the Committee Members may take
action to direct the staff to place a matter of business on a future agenda.
SPEAKERS ARE LIMITED TO TWO MINUTES. PLEASE STATE AND SPELL
YOUR NAME BEFORE MAKING YOUR PRESENTATION. THANK YOU!

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

3) Announcements:

e Form 700 — Committee members that were present at today’s
meeting turned in their 700 forms for 2018.

4) Closed Session: Philipp Melendez, MD to be voted into QI-UM Committee, after
attending 3" meeting - APPROVED
Colayco-Arya: All Ayes

CA-5) QI/UM Committee Summary of Proceedings November 16, 2017 — RECEIVED

AND FILED
Arya-Colayco: All Ayes (Items CA-5 through CA-24)

CA-6) Physician’s Advisory Committee (PAC) Summary of Proceedings 4 Quarter
RECEIVED AND FILED
e October 2017
e November 2017
e December 2017

CA-7) Pharmacy 2017 TAR Log Statistics 4™ Quarter - RECEIVED AND FILED
e October 2017
e November 2017
e December 2017

CA-8) QI Focus Review Report 4" Quarter 2017 — RECEIVED AND FILED
¢ Critical Elements Monitoring Ending December 31, 2017
e |HEBA Monitoring Ending December 31, 2017
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Summary of Proceedings — QI/UM Committee Page 3
Kern Health Systems 02/22/2018
Regular Meeting

IHA Monitoring Ending December 31, 2017

KRC Monitoring Ending December 31, 2017

CCS Monitoring Ending December 31, 2017

Perinatal Care Monitoring Ending December 31, 2017

CA-9) QI Site Review Summary Report 4™ Quarter 2017 — RECEIVED AND FILED
CA-10) QI SHA Monitoring Report 4™ Quarter 2017 — RECEIVED AND FILED

Kaiser Reports
CA-11) Kaiser KHS UM DME Authorization Denial Report — RECEIVED AND FILED
e 3" Quarter 2017
CA-12) Kaiser KHS Health Plan Dental Report— RECEIVED AND FILED
o 4™ Quarter 2017
CA-13) Kaiser KHS Mental Health Report — RECEIVED AND FILED
e 3" Quarter 2017
CA-14) Kaiser CBA Reports — RECEIVED AND FILED
e 4" Quarter 2017

CA-15) Kaiser APL Grievance Report — RECEIVED AND FILED
e 4MQuarter 2017

VSP Reports
CA-16) VSP Medical Data Collection Summary Reports — RECEIVED AND FILED
e January 2017-December 2017

Member Services
CA-17) Call Center Report 4" Quarter 2017 — RECEIVED AND FILED

e Kern Health Systems/Kaiser
*Nate Scott, Director of Member Services, replaced the Q4 2017 Call Center
Report with an updated version during the meeting as a hand-out, due to
incorrect data in the original report.

CA-18) Comparative Tabulated Grievance Reports — RECEIVED AND FILED
e 3" Quarter 2017

CA-19) Grievance Summary Reports — RECEIVED AND FILED
e 3" Quarter 2017

Provider Relations
CA-20) Re-credentialing Report 2017 4™ Quarter - RECEIVED AND FILED

CA-21) Board Approved New Contracts — RECEIVED AND FILED
e Effective January 1, 2018
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Summary of Proceedings — QI/UM Committee Page 4
Kern Health Systems 02/22/2018
Regular Meeting

CA-22) Board Approved Providers Reports — RECEIVED AND FILED
e Effective January 1, 2018

CA-23) 4™ Quarter 2017 Access Monitoring Report — RECEIVED AND FILED

Disease Management
CA-24) Disease Management 4™ Quarter 2017 Report — RECEIVED AND FILED

Health Education Reports
25) 4™ Quarter 2017 Health Ed Activities Report - APPROVED
Arya-Kennedy: All Ayes

UM Department Reports
26) 4™ Quarter 2017 Combined UM Reporting - APPROVED
Arya-Kennedy: All Ayes

Meeting adjourned by Dr. Martha Tasinga, M.D., C.M.O. @ 7:30 A.M.
to Thursday, May 24, 2018

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

FINANCE COMMITTEE MEETING
KERN HEALTH SYSTEMS

5701 Truxtun Avenue, Suite 201
Bakersfield, California 93309

Friday, April 6, 2018

8:00 A.M.

COMMITTEE RECONVENED AT 8:00 A.M.

Members present: Deats, McGlew, Melendez, Rhoades

Members absent: Casas

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

CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED

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

COMMITTEE ACTION SHOWN IN CAPS

1)

2)

PUBLIC PRESENTATIONS

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

NO ONE HEARD

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD
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CA-3)

4)

5)

4)

7

8)

9)

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

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

Report by Daniells Phillips Vaughan & Bock on the audited financial statements
of Kern Health Systems for the year ending December 31, 2017 (Fiscal Impact:
None) — NANCY BELTON, SHANNON WEBSTER, DANIELLS PHILLIPS
VAUGHAN & BOCK, HEARD; RECEIVED AND FILED; REFERRED TO KHS
BOARD OF DIRECTORS

McGlew-Melendez: 4 Ayes; 1 Absent - Casas

Proposed Retroactive Amendment No. 40 to Hospital and Other Facility
Services Agreement with Kern Medical for Base Rate and Rate Range for
Services Provided to Medi-Cal Optional Expansion Enrollees for the period
January 1, 2017 through June 30, 2017 for a maximum amount of $8,014,366
for the Base Rate and $580,320 for the Rate Range pursuant to the
Intergovernmental Agreement regarding the transfer of public funds between
the County of Kern and the California Department of Health Care Services
(Fiscal Impact: None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas

Report on change of personnel managing the investment portfolio at UBS
Financial Services, Inc. (Fiscal Impact: None) — IRA COHEN, THE IRA COHEN
GROUP, UBS FINANCIAL, HEARD; RECEIVED AND FILED
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas

Proposed Agreement with Office Ally, to process and submit electronic medical
claims from providers and institutions directly to KHS, from April 12, 2018
through April 12, 2021, in an amount not to exceed $0.25 per claim (Fiscal
Impact: $175,000.00 estimated annually; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Melendez-McGlew: 4 Ayes; 1 Absent - Casas

Proposed Retroactive Agreement with McKesson, to provide ClaimCheck
claims review software, maintenance and support, March 6, 2018 through
October 5, 2018, in an amount not to exceed $332,894.00 (Fiscal Impact:
$332,894.00; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-McGlew: 4 Ayes; 1 Absent - Casas

Report on Kern Health Systems financial statements for December 2017 and
January 2018 (Fiscal Impact: None) —

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent - Casas
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10) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted, and non-claims paid through
QNXT system for December 2017 and January 2018 (Fiscal Impact: None) —
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
McGlew-Rhoades: 4 Ayes; 1 Absent - Casas

ADJOURN TO FRIDAY, JUNE 8, 2018 AT 8:00 A.M.
Melendez
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