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AGENDA 
 

FINANCE COMMITTEE MEETING  
 

KERN HEALTH SYSTEMS 
5701 Truxtun Avenue, Suite 201 

Bakersfield, California 93309 
 

Friday, June 7, 2019  
 

8:00 A.M. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

COMMITTEE TO RECONVENE 
 
Members: Deats, McGlew, Melendez, Rhoades 

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

 

 

 

 

All agenda item supporting documentation is available for public review at Kern Health Systems in 
the Administration Department, 9700 Stockdale Highway, Bakersfield, 93311 during regular 
business hours, 8:00 a.m. – 5:00 p.m., Monday through Friday, following the posting of the agenda.  
Any supporting documentation that relates to an agenda item for an open session of any regular 
meeting that is distributed after the agenda is posted and prior to the meeting will also be available 
for review at the same location.   

 

PLEASE REMEMBER TO TURN OFF ALL CELL PHONES, PAGERS OR ELECTRONIC 
DEVICES DURING MEETINGS. 
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Agenda Page 2 
Finance Committee Meeting 6/7/2019 
Kern Health Systems  

 

 
PUBLIC PRESENTATIONS 

 
1) This portion of the meeting is reserved for persons to address the Committee on 

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

 
COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS 

 
2) On their own initiative, Committee members may make an announcement or a 

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

CA-3) Minutes for KHS Finance Committee meeting on April 5, 2019 -  
  APPROVE  
 

4) Report on KHS investment portfolio for the first quarter ending March 31, 2019 
(Fiscal Impact: None) –  
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS 
 

5) Proposed renewal and binding of employee benefit plans for medical, vision, dental, 
life insurance, short-term and long-term disability, and long-term care effective 
September 1, 2019 (Fiscal Impact: $5,920,000 Estimated; Budgeted) –  
APPROVE; REFER TO KHS BOARD OF DIRECTORS 

 
6) Proposed renewal and binding of insurance coverages for crime, excess crime, 

property, general liability, excess liability, workers’ compensation, fiduciary liability, 
excess cyber insurance, managed care errors and omissions, earthquake 
insurance and flood insurance from July 1, 2019 through June 30, 2020 (Fiscal 
Impact: $660,000 Estimated; Budgeted) – 
APPROVE; REFER TO KHS BOARD OF DIRECTORS 
 

7) Report on New Office Building Expenditures (Fiscal Impact: None) –  
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS 

 
8) Proposed Agreement with Cotiviti, Inc., for Healthcare Effectiveness Data and 

Information Set (HEDIS) software that is required to report annual health quality 
metrics to the State of California, from November 1, 2019 through October 31, 2020  
(Fiscal Impact: $162,400 annually; Budgeted) –  
APPROVE; REFER TO KHS BOARD OF DIRECTORS 
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Agenda Page 3 
Finance Committee Meeting 6/7/2019 
Kern Health Systems  

 

9) Proposed Agreement with Spectrum Enterprise, for internet services for 2900 Buck 
Owens Blvd, from June 13, 2019 through June 12, 2022  (Fiscal Impact: $114,300; 
Budgeted) –  
APPROVE; REFER TO KHS BOARD OF DIRECTORS 
 

10) Proposed Agreement with TPX Communications, for telephone and voice services 
for 2900 Buck Owens Blvd, from July 1, 2019 through July 1, 2022  (Fiscal Impact: 
$210,577; Budgeted) –  
APPROVE; REFER TO KHS BOARD OF DIRECTORS 

 
11) Report on Kern Health Systems financial statements for February 2019, March 

2019 and April 2019 (Fiscal Impact: None) –  
 RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS 
 

12) Report on Accounts Payable Vendor Report, Administrative Contracts between 
$30,000 and $100,000 for February 2019, March 2019 and April 2019 and IT 
Technology Consulting Resources for the period ended March 31, 2019 (Fiscal 
Impact: None) –  

 RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS 
 
   
ADJOURN TO FRIDAY, AUGUST 9, 2019 AT 8:00 A.M. 
 
 

AMERICANS WITH DISABILITIES ACT 
(Government Code Section 54953.2)  

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

FINANCE COMMITTEE MEETING  
 

KERN HEALTH SYSTEMS 
5701 Truxtun Avenue, Suite 201 

Bakersfield, California 93309 
 

Friday, April 5, 2019  
 

8:00 A.M. 
 

 
COMMITTEE RECONVENED 

 
Members present: Deats, McGlew, Melendez 
 
Members absent: Rhoades 
NOTE: The vote is displayed in bold below each item.  For example, Rhoades-Deats denotes 
Director Rhoades made the motion and Director Deats seconds the motion. 
 
 
CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT:  ALL ITEMS LISTED WITH 
A “CA” WERE CONSIDERED TO BE ROUTINE AND APPROVED BY ONE MOTION. 
 
COMMITTEE ACTION SHOWN IN CAPS 

 
 
 

PUBLIC PRESENTATIONS 
 

1) This portion of the meeting is reserved for persons to address the Committee on any 
matter not on this agenda but under the jurisdiction of the Committee. Committee 
members may respond briefly to statements made or questions posed. They may ask 
a question for clarification, make a referral to staff for factual information or request staff 
to report back to the Committee at a later meeting. Also, the Committee may take action 
to direct the staff to place a matter of business on a future agenda. SPEAKERS ARE 
LIMITED TO TWO MINUTES. PLEASE STATE AND SPELL YOUR NAME BEFORE 
MAKING YOUR PRESENTATION. THANK YOU! 
NO ONE HEARD 

 
COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS 

 
2) On their own initiative, Committee members may make an announcement or a report 

on their own activities. They may ask a question for clarification, make a referral to staff 
or take action to have staff place a matter of business on a future agenda (Government 
Code Section 54954.2(a)(2)) 
NO ONE HEARD 
 

KHS Finance Committee Meeting, June 7, 2019

7 7 / 180



SUMMARY Page 2 
Finance Committee Meeting 4/5/2019 
Kern Health Systems  

 

3) Report by Daniells Phillips Vaughan & Bock on the audited financial statements of  Kern 
Health Systems for the year ending December 31, 2018 (Fiscal Impact: None) –  
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 

 
4) Proposed Amendment No. 22 to Physicians Service Agreement and Amendment No. 

42 to Hospital and Other Facility Services Agreement with Kern Medical for Medi-Cal 
Managed Care Capitation Rate Increases pursuant to Intergovernmental Transfers 
(“IGTs”) provided  for the period July 1, 2017 through June 30, 2018, pursuant to 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 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 

 
NOTE: DIRECTOR MCGLEW ANNOUNCED THAT, DUE TO HIS EMPLOYMENT 
WITH KERN VALLEY HEALTHCARE DISTRICT, HE WOULD RECUSE HIMSELF 
FROM THE DISCUSSION AND VOTE ON ITEM 5  

 
5) Proposed Amendment to Hospital and Other Facility Services Agreement with Kern 

Valley Hospital for Medi-Cal Managed Care Capitation Rate Range Increases pursuant 
to the Intergovernmental Transfers (“IGTs”) provided  for the period July 1, 2017 through 
June 30, 2018, pursuant to the transfer of public funds between  Kern Valley Healthcare 
District and the California Department of Health Care Services (Fiscal Impact: None) – 
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS 
Deats-Melendez: 2 Ayes; 1 Abstention - McGlew; 1 Absent - Rhoades 
 
NOTE: DIRECTOR DEATS ANNOUNCED THAT, DUE TO HIS RELATIONSHIP WITH 
TEHACHAPI VALLEY HEALTHCARE DISTRICT, HE WOULD RECUSE HIMSELF 
FROM THE DISCUSSION AND VOTE ON ITEM 6 
 

6) Proposed Amendment to Hospital and Other Facility Services Agreement with 
Tehachapi Valley Hospital for Medi-Cal Managed Care Capitation Rate Range 
Increases pursuant to the Intergovernmental Transfers (“IGTs”) provided  for the period 
July 1, 2017 through June 30, 2018, pursuant to the transfer of public funds between 
Tehachapi Valley Healthcare District and the California Department of Health Care 
Services (Fiscal Impact: None) – 
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 2 Ayes; 1 Abstention - Deats; 1 Absent - Rhoades 

 
7) Report on New Office Building Expenditures (Fiscal Impact: None) –  

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 

 
8) Report on 2018 Annual Travel Report (Fiscal Impact: None) –  

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 
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SUMMARY Page 3 
Finance Committee Meeting 4/5/2019 
Kern Health Systems  

 

 
9) Report on 2018 Annual Report of Disposal Assets (Fiscal Impact: None) –  

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 
Melendez-McGlew: 3 Ayes; 1 Absent - Rhoades 
 

10) Proposed Agreement with Healthx, Inc., to provide a hosted software solution for a 
Provider and Member Portal, from May 12, 2019 through May 12, 2022 (Fiscal Impact: 
$1,411,200 per three year agreement; Budgeted) –  
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 

 
11) Proposed Agreement with Optum, Inc., for the APR DRG Pricing Tool, from April 16, 

2019 through April 15, 2024 (Fiscal Impact: $1,923,007 per five year agreement; 
Budgeted) –  
APPROVED; REFERRED TO KHS BOARD OF DIRECTORS 
Melendez-McGlew: 3 Ayes; 1 Absent - Rhoades 

 
12) Report on Kern Health Systems financial statements for December 2018 and January 

2019 (Fiscal Impact: None) –  
 RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 

McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 
 

13) Report on Accounts Payable Vendor Report, Administrative Contracts between $30,000 
and $100,000 for December 2018 and January 2019 and IT Technology Consulting 
Resources for January 2019 and February 2019 (Fiscal Impact: None) –  

 RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS 
McGlew-Melendez: 3 Ayes; 1 Absent - Rhoades 

 
   
ADJOURN TO FRIDAY, JUNE 7, 2019 AT 8:00 A.M. 
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To:   KHS Finance Committee 

From:  Robert Landis, CFO 

Date:  June 7, 2019 

Re:   Quarterly Review of Kern Health Systems Investment Portfolio 

______________________________________________________________________________ 

Background 

 

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

investment objectives: 

 

 Preservation of principal 

 Liquidity 

 Yield 

 

The investment portfolios are designed to attain a market-average rate of return through 

economic cycles given an acceptable level of risk.  KHS currently maintains the following 

investment portfolios:  

 

Short-Term Portfolio (Under 1 year)  

 

Funds held in this time frame are typically utilized to pay providers, meet operating expenses and 

fund capital projects. Additionally, extra liquidity is maintained in the event the State is late with 

its monthly capitation payment. 

 

Long-Term Portfolio (1-5 years)  

 

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

yields. 

              

 Requested Action 

 

Receive and File; Refer to KHS Board of Directors. 
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To:  KHS Finance Committee 

 

From:  Anita Martin, Director of Human Resources  

 

Date:  June 7, 2019 

 

Subject:  Employee Benefits Renewal 2019/2020 

 

 

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, Dental, Vision, Life, Short and Long Term Disability and 

Long Term Care, we were able to keep the 19/20 rates at the 18/19 levels. Management is 

proposing a renewal with Kaiser Permanente HMO with no benefit changes along with no 

benefit changes for any of the other benefit categories except for an increase in the dental limits 

from $1,500 to $2,500 for an annual increase of just under 4% or $13,600.   

  

For the 2019/2020 renewal of employee benefits, management is proposing the following: 

 

Maintain the current Employee Medical Insurance with Kaiser Permanente. For the current 

renewal period, Kaiser Permanente initially requested an increase of 2.6% primarily due to 

medical claims that have been incurred but not reported. The Medical Loss Ratio during this 

renewal cycle was 83%. Our insurance broker was able to reduce this increase to a decrease of   

2%.  This is much less than our 2019 budget increase of 10% for the period 9/1/19 -12/31/19. 

Based on current staffing levels, the current monthly premium will be $436,835 or $5,242,020 

annually.   

 

During the past year, KHS focused on employee wellness programs so that KHS employees were 

kept informed about their health matters and were able to explore ways for employees to eat 

healthier and to improve their overall level of physical fitness. To aid in this effort, KHS decided 

to partner with Advanced Care Wellness.  The new wellness initiative was very successful as 

demonstrated by the reduction in the Kaiser medical ratio from 86% to 83% and a 2% rate 

decrease in the Kaiser renewal rate. KHS will continue offering new and exciting wellness 

programs during the 19/20 renewal period. 
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 Maintain VSP as the vision provider. The current monthly cost if enrollment stays at the 

current level will be $4,930 per month or $59,160 annually. This policy had no change in 

premium for the 2019/2020 renewal period. 

 

 Maintain Lincoln as the dental carrier. For the current renewal period, Lincoln initially 

requested an increase of 4.35%.  Our insurance broker was able to reduce this increase to 

0%. Lincoln was able to increase the annual dental maximums from $1,500 to $2,500 for  

an annual increase of  just under 4% or $13,600  Based on renewal date staffing levels, 

the monthly premium will be $30,940 or $371,280 annually. This equates to an annual 

increase of approximately $13,600. 

 

 Maintain Lincoln as the current Basic Life Insurance carrier. Lincoln provided a three 

year rate guarantee.  The employer paid life will be on year two of three at renewal.  The 

current monthly cost if enrollment stays at the current level will be $3,225 per month or 

$38,700 annually.  

 

 Maintain Lincoln as the Short-term Disability (“STD”) and Long Term Disability 

(“LTD”) carrier. KHS moved to Lincoln last year with rate guarantees on the STD and 

LTD products.  The STD has a 2 year and the LTD has a 3 year rate guarantee.  The STD 

is running at a 73% loss ratio and the LTD at 2% loss ratio.  Last year KHS enhanced the 

LTD class 1 benefit to a maximum of $15,000 from $10,000 in order to cover the full risk 

for the employees in a higher salary bracket. The current monthly premium based on 

renewal date staffing levels for both STD and LTD combined is $14,600 or $175,200 

annually.   

 

 Maintain current Long-term Care Policy with Unum. The current monthly premium 

based on current staffing levels is $2,800 or $33,600 annually. This policy had no change 

in premium for the 2019/2020 renewal period. 

 

Representatives from Walter Mortensen Insurance/INSURICA will be present to answer 

questions relating to all of the employee benefit renewals. 

 

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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To:  KHS Finance Committee 

From:  Robert Landis, CFO 

Date:  June 7, 2019 

Re:  Analysis of Insurance Renewals  

 

Background 

 

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

 Crime 

 Excess 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 coverages 

as outlined below.  

 Crime Insurance  

Crime insures against employee theft of money and other property along with faithful 

performance of duty, forgery, robbery and safe burglary, computer fraud, funds transfer fraud and 

other social engineering. KHS Employee benefits plans are also covered for theft of funds. This 

coverage meets the DMHC requirement.  Management recommends a renewal of the crime 

insurance policy.  

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

 Rating: Carrier has an A XV rating from AM Best  

 Term:  July 1, 2019 through June 30, 2020  

 Limits: $10,000,000 

 Deductible:  $2,500 

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

 

No claims were filed last year. 

KHS Finance Committee Meeting, June 7, 2019

41 41 / 180



 Excess Crime 
Alliant has provided the following option to consider for excess crime over the above crime 

insurance.  Management recommends the purchase of additional limits of $5,000,000.   

 Zurich American Insurance Company 

 Rating: Carrier has an A XV rating from AM Best 

 Term: July 1, 1019 through June 30, 2020 

 Deductible: Excess of National Union Ins. Co. of Pittsburgh, PA (AIG) 

 Annual Premium $5,107. 

 

 Property and Liability Insurance  

The Property Coverage insures against first party losses to KHS owned property including 

buildings, contents, loss of income and auto physical damage.  KHS has $19.6 million in 

property values along with $27.8 million in values for builders risk coverage for the Buck 

Owens construction project.   

 

The Liability Coverage insures against third party losses for general liability, auto liability, 

public officials errors and omissions, employment related practices liability and sexual abuse 

or molestation liability.   

 

Primary Cyber Coverage is included at a limit of $2 million that insures against the damages 

that can occur related to computer system breaches and Pollution coverage is included with a 

limit of $2 million that insures against environmental hazards.  

 

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.   

 

 Rating: SDRMA confidence level rating of 95% 

 Term: July 1, 2019 through June 30, 2020 

 Property Coverage:   

 Limit per Occurrence - $1,000,000,000 repair or replacement cost  

- Business Income - $100,000,000 

- Flood - $10,000,000 

- Boiler and Machinery - $100,000,000 

 All Risk Deductible: $1,000 – Autos (Physical Damage $250/500) – Flood  

 $250,000 

 Liability Coverage:   

 General Liability - $10,000,000 

 Auto Liability - $10,000,000 

 Uninsured Motorist - $1,000,000 

 Public Officials’ and Employees’ Errors and Omissions - $10,000,000 

 Personal Liability for Board Members - $500,000 

 Employee Benefits Liability - $10,000,000 

 Sexual Abuse - $5,000,000 

 Sexual Harassment - $1,000,000 
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 Deductibles:  Various - $500 Property Damage, $10,000 Property  

Damage Uninsured/Underinsured Motorist and Employment Practices Liability 

(first $10,000 is paid by SDRMA – from $10,000 to $210,000 50% is paid by 

KHS with a maximum of $100,000, other 50% is paid by SDRMA).  

 

Annual Estimated Premium $271,143 Last year’s premium $213,346 

Premium increase of 27% is represented as follows: 

Property Rate Increase of $23,547 

Property Total Insured Values Increase of $10,703 

Liability Rate Increase of $10,703 

Liability Increase due to operating budget increase $8,563     

Liability Increase due to payroll increase $8,245 

KHS member credits – ($3,964) 

Once the Stockdale location is sold and the Buck Owens location is completed and building is 

occupied we will need to adjust the insurance accordingly.  This should have little impact on the 

premiums for both property and liability during the policy term. 

No claims were filed last year. 

 Excess Liability 

The Excess Liability provided additional limits over the Liability Coverage offered above 

with SDRMA - $15,000,000 excess of $10,000,000.  This policy insures against losses 

from General Liability, Auto Liability, Public Officials Errors and Omissions and 

Employment Related Practices Liability. 

Management recommends renewing the excess liability program. Lloyd’s of London (1st 

$5,000,000) and Great American Assurance Company (2nd $10,000,000) 

 Rating: Carrier has a Lloyd’s of London A VIII from AM Best 

 Rating: Great American Assurance Company has a A+ IV rating from  

 AM Best 

 Term: July 1, 2019 through June 30, 2020 

 Liability Coverage:  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 $102,960.  Last year’s premium $93,600.  The 10% 

increase in premium is due to the primary Liability Coverage premium increase 

with SDRMA. 

No claims were filed last year. 
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 Workers’ Compensation Insurance 

Workers’ Compensation coverage insures against losses from work related injuries and 

$1,000,000 employers’ liability. Coverage is mandated by the state. Management 

recommends renewing coverage with Berkshire (Homestate Insurance Company).  

Alliant marketed the coverage extensively and the best quote was received from 

Berkshire. 

 Berkshire Homestate Insurance Company 

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

 Term: July 1, 2019 through June 30, 2020 

 Limit per Occurrence: Statutory for Workers’ Compensation and    

    $1,000,000 for Employer’s Liability 

 Deductible:  N/A 

 The annual premium is a function of KHS’ annual estimated payroll  

of $27,824,024 which is a 5% increase over the prior period.  The insured has 

employees in 3 states, California, Texas and Florida. 

 Since 2010, KHS has filed 57 workers’ compensation claims with estimated 

losses of $754,041.81.  Three year loss ratio is 65% 

 Annual Estimated Premium: $189,254.  Prior year estimated premium was 

$237,653 

 

Premium decrease of 20% is represented as follows: 

Payroll increase 5% 

Rate decrease of 25% 

 

Projected Experience Modification – The current carrier confirmed that the 

Workers’ Compensation Insurance Rating Bureau (WCIRB) will not promulgate 

the experience modification factor (EMOD) this year.  This means the current 

premium is at EMOD of 100% for the premium calculations.  The WCIRB will 

not be using an EMOD until rating year 2020. Once the EMOD is published, this 

will adjust the insured’s premium significantly, presently the projected EMOD is 

177%.  The impact would increase premium by at least 77% for the increased 

EMOD. KHS’ EMOD has improved from last year which was at 222%. 

 

 Fiduciary Liability Insurance 

 

Fiduciary coverage insures against claims for 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.  Management recommends 

renewing coverage for Fiduciary liability.  

 Hudson Insurance Company 

 Rating:  Carrier has an A XV rating from AM Best 

 Term:  August 1, 2019 through August 1, 2020 
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 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 $4,384. 

No claims were filed last year. 

 Excess Cyber Liability Insurance 

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 $13,000,000 in coverage 

for a total of $15,000,000.  Management recommends renewing coverage for Excess Cyber 

liability. 

 1st Excess Layer: 

 AXIS Insurance Company 

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

 Term:  July 1, 2019 through June 30, 2020 

 Limit per incident:  $3,000,000 

 Aggregate:            $3,000,000 

 Self-Insured Retention:  Primary coverage within the SDRMA Program 

 Annual Premium: $2,784. Last year’s premium was $2,784. 

 

 2nd Excess Layer: 

 Greenwich Insurance Company 

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

 Term:  July 1, 2019 through June 30, 2020 

 Limit per incident:  $10,000,000 

 Aggregate:            $10,000,000 

 Self-Insured Retention:  Excess of AXIS Excess Cyber Policy 

 Annual Premium: $10,000. Last year’s premium was $10,000. 

No claims were filed last year. 

 Managed Care Errors and Omissions Liability Insurance 

Managed Care E&O insures against losses for KHS 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.  Alliant 

marketed the coverage this renewal and has presented two options for consideration – AIG 

(incumbent) quoted $48,762, which is a 5% premium increase over last year’s premium, with 

a strict settlement clause.  One Beacon quoted $46,440 with a settlement clause of 80/20%.  

Management recommends renewing the coverage for the Managed Care E&O with One 

Beacon. 

 Homeland Insurance Company of New York – One Beacon 

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

 Term:  July 1, 2019 through June 30, 2020 

 Limit per occurrence:   $1,000,000 
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 Aggregate:                   $3,000,000 

 Self-Insured Retention: $100,000 each claim 

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

            1 claim was filed last year (Transportation Claim) 

 Earthquake Insurance – 

Earthquake insures against the peril of earthquake for KHS owned property.  

Management recommends renewing the Earthquake insurance coverage. 

 Everest Indemnity Insurance Company     

 Rating:  Carrier has excellent A XV rating from AM Best 

 Term:  July 1, 2019 through June 30, 2020 

 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 $10,774. 

Once the Stockdale location is sold, this policy can be cancelled, as it will only be covering 

contents.  Once the Buck Owens building is completed Earthquake coverage will be procured 

for the Building and Contents ($37.1M TIV) – the estimated premium for the optional limits 

are as follows: 

1) $10,000,000 EQ Limit – Estimated Annual Premium $25,800 

2) $15,000,000 EQ Limit – Estimated Annual Premium $30,960 

3) $20,000,000 EQ Limit – Estimated Annual Premium $36,120  

 Please note optional quotes are for Deductible of 5% per unit (unit is defined as 

replacement cost of the covered Property – Building, Contents and Business Income 

separately), subject to a minimum of $50,000. 

           No claims were filed last year 

 Flood Insurance 

Flood insurers against the peril of flood for KHS owned property.  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, 2019 through June 30, 2020 

 9700 Stockdale Hwy – Building and Contents  

 $500,000 Building (maximum limit available) 

 $500,000 Contents (maximum limit available) 

 $1,250.00 Deductible on both Building & Contents 

 Annual Premium: $3,553. Last year’s premium was $3,323.  
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Once the Stockdale location is sold this policy will be cancelled, as National Flood Insurance 

Program policies are written on a location specific basis.  Once the Buck Owens location is 

completed flood coverage will be procured for Building and Contents – the estimated annual 

premium is expected to not exceed $5,000.  

       No claims were filed last year. 

 

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

renewals. 

 

Requested Action 

 

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

 

From:   Robert Landis, CFO 

 

Date:  June 7, 2019 

 

Re:  Report on New Office Building Expenditures 

______________________________________________________________________________ 

Background 

At the February 14th, 2019 Kern Health Systems Board of Directors Meeting, the Board 

requested updated summaries of amounts paid relating to the new office building (Attached). 

Discussion 

The attached document has a total building contract amount of $29,924,275.63 for the work to be 

performed by the KHS contractor SC Anderson, Inc. Work completed less retainage as of 

4/30/19 is $23,880,168.14 . The balance of work to be completed including retainage amounts 

owed is $6,044,107.49. 

Included in the attachment is an itemized description of amounts complete and paid through 

April 30, 2019 as well as an itemized listing of the balance and retainage amounts to finish the 

building. 

 

Requested Action 

Receive and file; For informational purposes only. 
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To: KHS Finance Committee  

 

From: Deborah Murr, Senior Director of Health Services 

 

Date: June 7, 2019 

 

Re: Cotiviti Agreement 

______________________________________________________________________________ 

 

Background 

  

Kern Health Systems is required under its Knox-Keene license to perform an annual data audit of 

its managed care operations.  This audit is mandated by the State to be accomplished using the 

National Committee for Quality Assurance (NCQA) annual HEDIS metrics.  These healthcare 

metrics are complex algorithms that are used to evaluate KHS data to present an entire 

population (denominator), and any compliant members (numerator) for the healthcare metric.  

Kern Health Systems has been using the software manufactured by Cotiviti, for the last six years.  

In addition, KHS has built its Pay for Performance (P4P) program on monthly HEDIS 

calculations by the Cotiviti software to provide a quarterly reimbursement to Providers as 

incentives for services that will improve the annual KHS HEDIS scores. 

 

Discussion 

 

Cotiviti, Inc., will provide KHS with a software solution that performs HEDIS calculations on a 

monthly and annual basis. The platform provides a data collection tool, full access to the 

underlying databases, dynamic member correspondence, an analytic and reporting interface and 

required state data formats to report HEDIS results.  This contract will provide KHS with 

software licensing support and maintenance for Cotiviti software. Depending on the final APL 

for Managed Care Accountability Set quality measures proposed changes for 2020 and     

Cotiviti’ s ability to support the added measures and DHCS requirements,  the HEDIS software 

may need to be replaced in 2021. If warranted, a parallel implementation may need to be 

purchased to allow for configuration of the new software which will require an additional 

purchase. 

 

Financial Impact 

 

Cost for a one year term will not exceed $162,400. 

 

Requested Action 

 

Approve; Refer to KHS Board of Directors. 
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HEDIS Software

June 7, 2019

Deborah Murr, RN, BS-HCM,
Senior Director of Health Services

1
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Agenda

• HEDIS Software Purpose

• Software Functionality

• Software Deliverables

• Board Request

2
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HEDIS Software Purpose

Healthcare Effectiveness Data and Information Set (HEDIS) is a comprehensive 
set of standardized performance measures designed to provide purchasers 
and consumers with the information they need for reliable comparison of 
health plan performance.

HEDIS is an annual DHCS requirement that serves to:
• Gauge provider performance in preventative care
• Identifying opportunities for quality improvement 
• Provide basis for auto assignment of new membership in Kern County 

(Health Net) 

KHS is mandated to utilize National Committee for Quality Assurance (NCQA) 
defined measures and thus requires a certified software provider to complete 
this deliverable 

3
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Software Functionality

• Monthly/Annual HEDIS Abstraction and Measure Rate Calculation
• P4P (Pay for Performance) Rate Calculations
• Quality Improvement initiative identification

KHS has used current vendor Cotiviti (previously known as Verscend and 
Verisk) for more than 8 years

Request for one year extension will allow KHS time to receive and review the 
final APL for Managed Care Accountability Set (MCAS) Quality Measures and 
determine if Cotiviti can support those future measures and/or if an RFP 
required

Allows KHS to implement the new solution in parallel (if deemed necessary)

4
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Software Deliverables

5

KHS received final MCAS for Measurement Year 2019 / Reporting Year 
2020

(Based on CMS Adult and Child Core Sets for 
Reporting Year 2019)

Plans will be held accountable for 19 measures (hybrid/administrative) 
including several not measured in previous 3 years

Provider education

Configuration of data sets for capture and compliance reporting
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Board Request

• Authorize the CEO to sign the budgeted contract associated 
with the HEDIS Software solution from Cotiviti, Inc.,  in the 
amount not to exceed $162,400 for one (1) year.

6
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Questions

Deborah Murr, RN, BS-HCM

661-664-5141

deborah.murr@khs-net.com

7
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Proposed Administrative contract over $100,000, June 13, 2019 

 

1.  Operational Agreement with Cotiviti, Inc. 

a.   Recommended Action  

    Approve; Authorize Chief Executive Officer to Sign 

b.   Contact 

    Deborah Murr; Senior Director of Health Services  

c.   Background 

     HEDIS is a yearly regulatory event that serves as the basis of auto 

assignment and identifying opportunities for improvement.  This 

audit of our managed care operations is mandated by the State to use 

National Committee for Quality Assurance (NCQA) defined 

measures and requires a certified software provider to complete this 

deliverable.  The software uses our membership, as well as claims 

and encounter data to identify a selected population and measure 

performance of preventive care performed.  KHS has used Cotiviti, 

Inc.’s software for the past 9 years for both HEDIS and P4P 

calculations. During the RFP process, Cotiviti, Inc., produced the 

lowest bid for services.  

d. Discussion 

    Cotiviti, Inc., will provide KHS with a software solution that 

    Performs HEDIS calculations on a monthly and annual basis.  The 

    Solution provides a data collection tool, full-access to the underlying 

databases, dynamic member correspondence, an analytic and 

reporting interface, and the required state data formats to report 

HEDIS results.  This contract will provide KHS with software 

licensing, support, and maintenance for the Cotiviti software.   
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e.    Fiscal Impact  

     Total amount not to exceed $162,400 for one year. 

 f.    Risk Assessment    

       Performing an annual data audit of KHS’s managed care operations       

      is a regulatory requirement under its Knox-Keene license, and  

      failure to perform the audit would place KHS into a non-compliant  

      state.     

g.   Attachments 

     An Agreement at a Glance form is attached. 

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

    This agreement is pending legal counsel approval. 
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To:  KHS Finance Committee   

 

From:  Richard M. Pruitt, Chief Information Officer 

 

Date:  June 7, 2019 

 

Re:  New Building Dedicated Data Circuit 

______________________________________________________________________________ 

 

Background 

 

Kern Health Systems is planning to relocate its new facility on Buck Owens Blvd. this summer.  

The relocation of staff and equipment to new facilities will require various purchases to support 

the company operations. 

 

Discussion 

 

At the August 2018 Board of Directors meeting, the Board approved the purchase of Rubrik, a 

cloud based data backup and recovery system.  In order to migrate the existing Rubrik backup 

system to the new building, KHS will need to procure a data circuit from a vendor who can support 

the new building, so the backup will continue with the Microsoft Azure cloud. 

 

Financial Impact 

 

Not to exceed $114,300 over the period of three years in operating expenses.  

 

Requested Action 

 

Approve; Refer to KHS Board of Directors. 
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New Building Dedicated Data Circuit 
for Data Backup and Recovery System 

June 7, 2019
Richard M. Pruitt

1
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Agenda

• Background

• Procurement Process

• Management Recommendation

• Board Request

2
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Background

Kern Health Systems is planning to relocate its new facility
on Buck Owens Blvd. this summer. The relocation of staff
and equipment to new facilities will require various
purchases to support the company operations.

At the August 2018 Board of Directors meeting, the Board
approved the purchase of Rubrik, a cloud based data backup
and recovery system. In order to migrate the existing Rubrik
backup system to the new building, KHS will need to procure
a data circuit from a vendor who can support the new
building, so the backup will continue to the Microsoft Azure

cloud.

3
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Procurement Process

• Planned Expense Allocated in the 2019 Budget

• Reviewed Existing Data Circuit Utilization

• Defined requirements for New Data Circuit

• Engaged Telecom Broker to Solicit Seven (7) Vendors

• Reviewed Broker Results and Telecom Vendors

• Analyzed Vendor Qualifications and Costs

• Obtained Contracts Committee Approval

• Created Board of Directors Recommendation

4
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Vendor Recommendation

5

Recommendation:  Vendor 6; Spectrum; lowest cost for 
fastest delivery speed.

Services Provided:  Dedicated Data Circuit at specified speed 
between Buck Owen and Microsoft Azure Cloud.
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Board Request
• Authorize the CEO to approve contracts

associated to new building data circuit and
associated construction cost, with Spectrum,
to the Microsoft Azure cloud in the amount
not to exceed $114,300 in budgeted operating
expenses over the next three (3) years.

6
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Questions

Please contact:

Richard M. Pruitt

661-664-5078

richard.pruitt@khs-net.com

7
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Proposed administrative contract over $100,000, June 13, 2019. 

 

1.  Operational Agreement with Spectrum Enterprise 

a.   Recommended Action  

Approve; Authorize Chief Executive Officer to Sign 

b.   Contact 

Richard Pruitt; Chief Information Officer 

c.   Background 

 At the August 2018 Board of Directors meeting, the Board approved 

the purchase of Rubrik, a cloud based data backup and recovery 

system.  In order to migrate the existing Rubrik backup system to the 

new building, KHS will need to procure a data circuit from a vendor 

who can support the new building, so the backup will continue to the 

Microsoft Azure cloud. 

d.   Discussion 

Authorize the CEO to approve contracts associated to new building 

data circuit and associated construction cost, with Spectrum, to the 

Microsoft Azure cloud in the amount not to exceed $114,300 in 

budgeted operating expenses over the next three (3) years. 

e.   Fiscal Impact  

 Not to exceed $114,300 for three (3) years.  

f.  Risk Assessment    

  If KHS does not purchase a dedicated circuit to the Microsoft Azure 

Cloud it will not be able to migrate its data backup and recovery 

system to the new building. 

g.   Attachments 

An Agreement at a Glance form is attached.  

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

 This contract is pending Legal review. 
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To:  KHS Finance Committee  

 

From: Richard M. Pruitt, Chief Information Officer 

 

Date: June 7, 2019 

 

Re: New Building Telecommunication Circuits 

______________________________________________________________________________ 

 

Background 

 

Kern Health Systems is planning to relocate its new facility on Buck Owens Blvd. this summer.  

The relocation of staff and equipment to new facilities will require various purchases to support 

the company operations. 

 

Discussion 

 

KHS has deployed 439 telephones for typical voice users and call center agents using the Cisco 

enterprise telephone system.  The telephone system requires 200 call paths and Long Distance 

Services on multiple telecom circuits to receive and place outbound calls for the KHS voice 

operations.  As a result of the move to Buck Owens, KHS will need to procure new telephone 

circuits to support the telephone system at the new facility. 

 

Financial Impact 

 

Not to exceed $210,577 over the period of three years in operating expenses.  

 

Requested Action 

 

Approve; Refer to KHS Board of Directors. 
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New Building Telecommunication 
Circuits for Voice Operations

June 7, 2019
Richard M. Pruitt

1
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Agenda

• Background

• Procurement Process

• Management Recommendation

• Board Request

2
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Background

Kern Health Systems is planning to relocate its new facility on
Buck Owens Blvd. this summer. The relocation of staff and
equipment to new facilities will require various purchases to
support the company operations.

KHS has deployed 439 telephones for typical voice users and call
center agents using the Cisco enterprise telephone system. The
telephone system requires 200 call paths and Long Distance
Services on multiple telecom circuits to receive and place
outbound calls for the KHS voice operations. As a result of the
move to Buck Owens, KHS will need to procure new telephone
circuits to support the telephone system at the new facility.

3
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Procurement Process

• Planned Expense Allocated in the 2019 Budget

• Reviewed Existing Voice Telecommunication Utilization

• Defined requirements for New Voice Circuits

• Engaged Telecom Broker to Solicit Four (4) Vendors

• Reviewed Broker Results and Telecom Vendors

• Analyzed Vendor Qualifications and Costs

• Obtained Contracts Committee Approval

• Created Board of Directors Recommendation

4
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Management Recommendation

5

Services Provided:  200 Call Paths; 1200 DIDs; 90K Monthly 
Minutes of Long Distance; 3 Toll Free Numbers; Dedicated 
Circuits/Enterprise Trunks.

* Broker did not recommend vendor 4 as the broker has experienced a history of vendor 4 not disclosing all fees, and the

solution was not fully comparable to vendor 3.

Recommendation:  Vendor 4; TPX Communications; lowest 
cost based on comparable services.
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Board Request

• Authorize the CEO to approve contracts
associated with the new building for voice
telecommunication circuits, associated
services, and expected long distance growth,
with TPX Communications in the amount not
to exceed $210,577 in budgeted operating
expenses over the next three (3) years.

6
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Questions

Please contact:

Richard M. Pruitt

661-664-5078

richard.pruitt@khs-net.com

7
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Proposed administrative contract over $100,000, June 13, 2019. 

 

1.  Operational Agreement with TPX Communications 

a.   Recommended Action  

Approve; Authorize Chief Executive Officer to Sign 

b.   Contact 

Richard Pruitt; Chief Information Officer 

c.   Background 

KHS has deployed 439 telephones for typical voice users and call 

center agents using the Cisco enterprise telephone system.  The 

telephone system requires 200 call paths and Long Distance Services 

on multiple telecom circuits to receive and place outbound calls for 

the KHS voice operations.  As a result of the move to Buck Owens, 

KHS will need to procure new telephone circuits to support the 

telephone system at the new facility. 

d.   Discussion 

Authorize the CEO to approve contracts associated with the new 

building for voice telecommunication circuits, associated services, 

and expected long distance growth, with TPX Communications in 

the amount not to exceed $210,577 in budgeted operating expenses 

over the next three (3) years. 

e.   Fiscal Impact  

 Not to exceed $210,577 for three (3) years.  

f.  Risk Assessment    

  If KHS does not engage in a contract for voice services operations 

will not be able to complete inbound and outbound telephone calls. 
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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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To:  KHS Finance Committee  

From:  Robert Landis, CFO                                        

Date:  June 7, 2019 

Re:  February 2019 Financial Results 

_________________________________________________________________________________ 

The February results reflect a $690,544 Net Increase in Net Position which is a $1,673,812 favorable 

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

 

1) Total Revenues reflect a $8.1 million favorable variance primarily due to: 

 

A) $1.6 million favorable variance in Proposition 56 Supplemental Revenue due to an 

unbudgeted increase in tobacco tax revenue funds being allocated for fiscal year 18/19 to 

additional CPT procedure codes along with an increase in supplemental allowable payable 

amounts offset against expenses included in 2A below. 

 

B) $.9 million favorable variance relating to unbudgeted new supplemental revenue relating to 

Ground Emergency Medical Transportation (GEMT) for fiscal year 18/19 offset against 

expenses included in 2A below. 

 

C) $5.8 million favorable variance in Rate/Income Adjustments primarily due to retroactive 

revenue received for the period July 2018 – December 2018 relating to enhanced payments 

for Ground Emergency Medical Transportation (GEMT) services ($2.6 million) and 

additional retroactive revenue received relating to the Expansion membership ($2.3 million) 

partially offset against expenses mentioned in 2B below. 

 

2) Total Medical Costs reflect a $7.3  million unfavorable variance primarily due to: 

 

A) $3.0 million unfavorable variance in Other Medical primarily due to accruing for estimated 

Proposition 56 expenses relating to unbudgeted additional CPT procedure codes along with 

increases in supplemental allowable payable amounts offset against revenue included in 1A 

above ($1.8 million). There was also an unfavorable variance in Ambulance and NEMT 

primarily due to accruing for estimated expenses for supplemental GEMT services ($1.3 

million) offset against revenue included in 1B above.  

 

B) $4.4 million unfavorable variance in IBNR/Incentive/Paid Claim Adjustments primarily due 

to accruing for estimated expenses relating to unbudgeted supplemental GEMT services 

payable for dates of service July 2018 – December 2018 mentioned in 1C above ($2.6 

million). There was also additional Expansion Risk Corridor expense relating to the period 

July 2018 – December 2018 from retroactive revenue received for the Expansion 

membership mentioned in 1C above due to the expected CMS requirement for fiscal year 

18/19 to maintain a minimum 85 % medical loss ratio for the Expansion population ($2.0 

million). 
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The February Medical Loss Ratio is 94.3% which is favorable to the 95.1% budgeted amount. The 

February Administrative Expense Ratio is 4.5% which is favorable to the 6.1% budgeted amount. 

 

The results for the 2 months ended February 28, 2019 reflect a Net Increase in Net Position of 

$1,184,178. This is a $3,131,475 favorable variance to budget and includes approximately $2.9 

million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.7% 

which is favorable to the 95.1% budgeted amount. The year-to-date Administrative Expense Ratio is 

5.1% which is favorable to the 6.2% budgeted amount.  
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To:  KHS Finance Committee  

From:  Robert Landis, CFO                                         
Date:  June 7, 2019 

Re:  March 2019 Financial Results 

_________________________________________________________________________________ 

The March results reflect a $168,862 Net Increase in Net Position which is a $1,184,480 favorable 

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

 

1) Total Revenues reflect a $3.6 million favorable variance primarily due to: 

 

A) $1.8 million favorable variance in Proposition 56 Supplemental Revenue due to an 

unbudgeted increase in tobacco tax revenue funds being allocated for fiscal year 18/19 to 

additional CPT procedure codes along with an increase in supplemental allowable payable 

amounts offset against expenses included in 2C below. 

 

B) $.4 million favorable variance relating to unbudgeted new supplemental revenue relating to 

Ground Emergency Medical Transportation (GEMT) for fiscal year 18/19 offset against 

expenses included in 2C below. 

 

C) $.6 million favorable variance in Rate/Income Adjustments primarily due to retroactive 

revenue received for the prior year.  

 

D) $.6 million favorable variance relating to Other Income (Expense) primarily due to marking 

the investment portfolio to market. 

  

2) Total Medical Costs reflect a $2.7 million unfavorable variance primarily due to: 

 

A) $1.9 million unfavorable variance in Physician Services primarily due to higher than 

expected utilization of Referral Specialty Service.  

 

B) $1.2 million unfavorable variance in Outpatient Hospital due to higher than expected 

utilization.  

 

C) $2.6 million unfavorable variance in Other Medical primarily due to accruing for estimated 

Proposition 56 expenses relating to unbudgeted additional CPT procedure codes along with 

increases in supplemental allowable payable amounts offset against revenue included in 1A 

above ($1.8 million). There was also an unfavorable variance in Ambulance and NEMT 

primarily due to higher than expected utilization ($.3 million) and accruing for estimated 

expenses for supplemental GEMT services ($.4 million) offset against revenue included in 

1B above.  

 

D) $3.8 million favorable variance primarily relating to IBNR adjustments ($2.4 million) and 

lower than expected Ground Emergency Medical Transportation payments ($1.4 million) 

from the prior year. 

 

KHS Finance Committee Meeting, June 7, 2019

125 125 / 180



 

 

The March Medical Loss Ratio is 93.7% which is favorable to the 95.1% budgeted amount. The 

March Administrative Expense Ratio is 5.8% which is favorable to the 6.2% budgeted amount. 

 

The results for the 3 months ended March 31, 2019 reflect a Net Increase in Net Position of 

$1,353,040. This is a $4,315,955 favorable variance to budget and includes approximately $7.0 

million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.7% 

which is favorable to the 95.1% budgeted amount. The year-to-date Administrative Expense Ratio is 

5.3% which is favorable to the 6.2% budgeted amount.  
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To:  KHS Finance Committee  

From:  Robert Landis, CFO                                         
Date:  June 7, 2019 

Re:  April 2019 Financial Results 

_________________________________________________________________________________ 

The April results reflect a $60,183 Net Increase in Net Position which is a $1,191,579 favorable 

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

 

1) Total Revenues reflect a $2.1 million favorable variance primarily due to: 

 

A) $1.7 million favorable variance in Proposition 56 Supplemental Revenue due to an 

unbudgeted increase in tobacco tax revenue funds being allocated for fiscal year 18/19 to 

additional CPT procedure codes along with an increase in supplemental allowable payable 

amounts offset against expenses included in 2B below. 

 

B) $.4 million favorable variance relating to unbudgeted new supplemental revenue relating to 

Ground Emergency Medical Transportation (GEMT) for fiscal year 18/19 offset against 

expenses included in 2B below. 

 

  

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

 

A) $2.4 million unfavorable variance in Physician Services primarily due to higher than 

expected utilization for Urgent Care and Referral Specialty Services. 

 

B) $2.2 million unfavorable variance in Other Medical primarily due to accruing for estimated 

Proposition 56 expenses relating to unbudgeted additional CPT procedure codes along with 

increases in supplemental allowable payable amounts offset against revenue included in 1A 

above ($1.9 million). There was also an unfavorable variance in Ambulance and NEMT 

primarily due to accruing for estimated expenses for supplemental GEMT services ($.4 

million) offset against revenue included in 1B above.  

 

C) $3.4 million favorable IBNR adjustment from the prior year. 

 

 

The April Medical Loss Ratio is 93.8% which is favorable to the 95.2% budgeted amount. The April 

Administrative Expense Ratio is 5.8% which is favorable to the 6.3% budgeted amount. 

 

The results for the 4 months ended April 30, 2019 reflect a Net Increase in Net Position of 

$1,413,223. This is a $5,507,534 favorable variance to budget and includes approximately $11.0 

million of favorable adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.7% 

which is favorable to the 95.1% budgeted amount. The year-to-date Administrative Expense Ratio is 

5.4% which is favorable to the 6.2% budgeted amount.  
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