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AGENDA

FINANCE COMMITTEE MEETING

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

Friday, December 7, 2018

8:00 A.M.

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

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

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

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

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

STAFF RECOMMENDATION SHOWN IN CAPS
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PUBLIC PRESENTATIONS

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

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

Minutes for KHS Finance Committee meeting on October 5, 2018 -
APPROVE

Report on Kern Health Systems investment portfolio for the third quarter ending
September 30, 2018 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Proposed policy with OPTUM for reinsurance to mitigate costs incurred by Kern
Health Systems for members with high dollar inpatient admissions from January 1,
2019 through December 31, 2019 in an amount not to exceed $0.51 per member
per month (Fiscal Impact: $1,521,891 estimated; Budgeted) —

APPROVE; REFER TO KHS BOARD OF DIRECTORS

Proposed Kern Health Systems 2019 Operating and Capital Budgets (Fiscal
Impact: None) —
APPROVE; REFER TO KHS BOARD OF DIRECTORS

Proposed Budget Request for 2019 Project Consulting Professional Services,
from January 1, 2019 through December 31, 2019 (Fiscal Impact: $5,321,753;
Budgeted) —

APPROVE; REFER TO KHS BOARD OF DIRECTORS

Proposed Information Technology 2019 New Building Purchases, from January
1, 2019 through December 31, 2019 (Fiscal Impact: $1,665,250; Budgeted) —
APPROVE; REFER TO KHS BOARD OF DIRECTORS
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9) Report on Kern Health Systems financial statements for September 2018 and
October 2018 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

10) Report on Accounts Payable Vendor Report, Administrative Contracts under
$100,000 budgeted and $50,000 non-budgeted for September 2018 and October
2018 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

ADJOURN TO FRIDAY, FEBRUARY 8, 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, October 5, 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

PUBLIC PRESENTATIONS

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

NO ONE HEARD

COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD
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Minutes for KHS Finance Committee meeting on August 3, 2018 -
APPROVED
Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Proposed Agreement with VOYA, to administer services related to the Employer 401(a)
and 457(b) Retirement Plans (Fiscal Impact: None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Proposed Agreement with Crayon Software Experts, LLC, to purchase Microsoft
Licensing, maintenance and technical support, from January 1, 2019 through
December 31, 2021, in an amount not to exceed $844,495 (Fiscal Impact: $844,495;
Budgeted) -

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Proposed Purchasing agreements associated with the new building for technology
infrastructure, from October 11, 2018 through December 31, 2018, in an amount not to
exceed $1,500,000 (Fiscal Impact: $1,500,000; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Unusual travel request for Kern Health Systems Director of Government Affairs and
Business Development to attend the Project Management Institute’s PMO Symposium
in Washington DC, from November 11, 2018 through November 14, 2018, in an
amount not to exceed $4,047 (Fiscal Impact: $4,047; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-McGlew: 4 Ayes; 1 Absent — Casas

Unusual travel request for Kern Health Systems Project Management Supervisor to
attend the Project Management Institute’s PMO Symposium in Washington DC, from
November 10, 2018 through November 14, 2018, in an amount not to exceed $4,082
(Fiscal Impact: $4,082; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

McGlew-Rhoades: 4 Ayes; 1 Absent — Casas

Report on Kern Health Systems financial statements for July 2018 and August 2018
(Fiscal Impact: None) —

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

Report on Accounts Payable Vendor Report, Administrative Contracts under $100,000
budgeted and $50,000 non-budgeted for July 2018 and August 2018 (Fiscal Impact:
None) —

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent — Casas
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Summary Page 3
Finance Committee Meeting 10/5/2018
Kern Health Systems

ADJOURN TO FRIDAY, DECEMBER 7, 2018 AT 8:00 A.M.

AMERICANS WITH DISABILITIES ACT
(Government Code Section 54953.2)

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

To: KHS Finance Committee
From: Robert Landis, CFO
Date: December 7, 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
o Liquidity
e Yield
The investment portfolios are designed to attain a market-average rate of return through

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

Short-Term Portfolio (Under 1 year)

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

Long-Term Portfolio (1-5 years)

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

Requested Action

Receive and File; Refer to KHS Board of Directors.
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Short Term Portfolio {under 1 year)

Kern Health Systems

Investment Portfolio
September 30, 2018

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

Maximum
Allowed Per Approximate Principal
Description Dollar Amount % of Portfolio Policy Current Yield  Liquidity Fluctuation
Wells Fargo - Cash (1) S 300,000 0.12% 100% 0.65% 1 Day None
Morgan Stanley Money Market (A} (1) $ 31,400,000 12.90% 20% 1.99% 1 Day None
Local Agency Investment Fund {LAIF) (B) (2) $ 59,600,000 24.48% 50% 2,09% 2 Days None
Subject to Interest
US T-Bills at Wells Fargo (1) $ 57,900,000 23.78% 100% 1.95% 1 Day Rate Fluctuations
Subject to Interest
KHS Managed Portfolio at Wells Fargo C) (1) $ 20,900,000 8.58% 1.87% 3 Days  Rate Fluctuations
Sub-Total $ 170,100,000 69.86% 1.99%
Long Term Port Folio (1 - 5 years)
Funds held in this time frame are typically for reserves and to take advantage of obtaining higher yields.
Subject to Interest
Rate and Credit
UBS Managed Portfolio {D) $ 71,400,000 29.32% 2.90% 3 Days Fluctuations
Subject to interest
Rate and Credit
KHS Managed Portfolio at Wells Fargo (C) $ 2,000,000 0.82% 2.67% 3 Days  Fluctuations
Sub-Total $ 73,400,000 30.14% 2.89%
Total Portfolio $ 243,500,000 100.00% 2.27%
Yield Curve
A
AA Corporate Corporate
Yield Curve Treasuries Bonds Bonds CD's
| year 2.60% 2.65% 2.75% 2.50%
2 year 2.88% 2.90% 3.00% 2.95%
3year 2.97% 3.00% 3.10% 3.10%
5 year 3.05% 3.25% 3.45% 3.35%

(A) $15 Billion money market fund managed by Morgan Stanley comprised of high -quality debt securities issued by the US Government.

{B) LAIF is part of a $88 Billion Pooled Money investment Account managed by the State Treasurer of CA.
Majority of portfolio is comprised of Treasuries, CD's, Time Deposits and Commercial Paper.

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

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

(1) Funds are utilized to pay providers, meet operating expenses, distribute pass-through monies waiting for additional approvals and/or support,
amounts owed to the State for MCO Taxes, potential State premium recoupments and for amounts owed under the Expansion Risk Corridor.
Extra liquidity is maintained in the event the State is late with its monthly capitation payment.

(2) Funds will be primarily utilized to fund 2019 capital projects, which includes the completion of the new office building.

12/144
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LOS ANGELES CA 90017
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Bank Account Statement
Wells Fargo Bank, N.A.
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Statement Period
09/01/2018 - 09/30/2018

KERN HEALTH SYSTEMS

Account Number

9700 STOCKDALE HWY 1AB84780
Account Value Summary usD This summary does not reflect the
value of unpriced securities.
Amount Last Amount This % Repurchase agreements are reflected
Statemenl Period Stalement Period Portfolio at par value,
Cash $ 0.00 0.00 0%
Money Market Mutual Funds 27,979,180.28 31,464,157.86 28%
Bonds 71,988,769.89 80,777,092.86 72%
Stocks 0.00 0.00 0%
Total Account Value § 99,067,950.17 § 112,241,250.72 100%
Value Change Since Last Statement Period $ 12,273,300.55
Percent Increase Since Last Statement Period 12%
Value Last Year-End $ 106,942,632.68
Percent Increase Since Last Year-End 5%
Income Summary usp
?his Period Year-To-Date
Interest $ 38,620.40 $ 1,125,465.58
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 46,250.67 349,178.01
Other 0.00 0.00
Income Total $ 84,871.07 $ 1,474,643.59

Interest Charged usp

Descriptlon

=
This Period

Debit Interest For September 2018
Total Interest Charged

0.00
$ 0.00

Money Market Mutual Funds Summary usp

Descrigtion

Amount

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

Closing Balance

$ 27,979,180.28
117,273,645.52
(113,834,918.61)
46,250.67

0.00

§ 31,464,157.86

Safekeeping
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Important Information

his Is provided to of Wells Fargo ilies, LLC
("WFS"), broker dealer 0250, Statements are provided monthly for
accounts wilh transaclions and/or securily posilions, The account
slalement contains a list of securities held in safekeeping by WFS as of
the slatemenl date and provides delails of purchase and sale
{ the receipt and di ol cash and ities, and
other aclivities relaling to the accounl during Ihe slaiement period,

For WFS customers who choose to mainlain a salekeeping account al
Wells Fargo Bank, N.A, ("Bank’), this statement is accompanied by a
separale Bank safekeeping stalement. The Bank safekeeping statemenl,
il applicable, contains a list of securilies held in safekeeping by lhe Bank
as of the slatement date,

Pricing: Security and brokered cerlificate of deposit ("CD") prices shown
on the statement are oblained from independeni vendors or internal
pricing models. While we baliove the pnces are roliable, we cannot
guaraniee thelr accuracy. For exchange-Eisted securitios, the price
provided is the closing price al month and, For unlisted securilies, itis the
“bid” price at month end. Tha price of CDs that mature in one year or less
are shown at las! price traded. The price of CDs lhat malure in greater
than one year and ol olher insiruments thal irade infrequenlly are
estimated using similar securilies for which prices are available, Prices on
Ihe slalemeni may nol necessarily be oblained when the asset s sold,

Brokered CD Pricing: Like bonds, brokered CDs are subject lo price
fluctualion and the value of a CD, if sold prior lo maturity, may be less
than al the time ol ils purchase. Significant loss of principal could result.
While WFS generally makes a market in CDs it underwriles, the
secondary market for CDs that it does not underwrile may be very limiled.
In hose cases, WFS will use ils besl efforts to help investors lind a buyer.

SIPC: WFS is @ member of the Securities Inveslor Prolection Corporalion
("SIPC"). In the event ol insolvency or liquidation ol WFS, securilies held
in safekeeping at WFS are covered by SIPC against the loss, bul not
investmenl risk, up to a maximum of $500,000 per cuslomer, which
Includes a 250,000 limit on claims for cash held in Ihe account, SIPC

KHS Finance Committee Meeting, December 7, 2018

Free Credit Balances; Any customar froo credit balances may bo used in the
business of WFS subjoct to limitation of 17 CFR Section 240 § 15c(3)-3 undar
ihe Securities Exchange Act of 1634, In the course of normal business
oparations, a customer has the nght 1o recaivo delivery of the follewing: any
{ree crodit balances lo which e or she s entillad, any lully pakd securities 1o
which he or she is enlilled, and any securities purchased on margin upon full
payment of indebtedness lo WFS,

Equity Order Routing: WFS will genarally route equity and listed aptions
orders laking into consideralion among olher factors, the quality and speed of
execulion, as well as the credits, cash or olher payments il may receive from
any exchange, broker-dealer or markel center. This may nol be true il a
customer has direcled or placed limits on any orders. Whenever possible,
WFS will roule orders in an altempt to obtain execulions at prices aqual or
superior to the nationally displayed bes bid or offer. WFS will also altempt lo
oblain the best I dl of any comr it may receive. The
nature and source of credils and pay WFS receives in ion with
specific orders will be tumished lo & customer upon requost, WFS prepares
quarlerly reporls dascribing lts order routing practices for non-directod orders
routed 1o a parlicular venia for execution. A printsd copy of this report along
with other compliance and regulatory information is available upon writien
requesl or by visiting: hitps/f £l i : Y-

Equity Extended Hours Trading: See important information relaling to
equilies trading before and afler regular trading hours at:

www.wellslargo.com/com/secuiities/requiatory.
Equity Open Orders: Opon ordeérs will remain in effect until execuled or

Page 2 of 5

Mutual Funds: The distributor of Wells Fargo Funds 1s affiliated with
WFS/Wells Fargo Securilies, LLC.

Inslitutional Prime and Institutional Tax Exempt money market mutual
funds are required to price and transaci at a nel asset value ("NAV") per
share thal flucluales based upon the pricing of the undarlying portfolio ot
securities and Ihis requirement may impact the valus ol Ihose fund
shares. Addilionally, Inslitutional Prime and Institutional Tax Exempl
lunds may be subject to redemplion lees and/or gates that can afiect the
availability of funds invested.

Mulual lunds are sold by prospectus, which includes more complete
information on risks, charges, expenses and other matlers of inlerest,
Investors should read lhe prospectus carefully before invesling.

Financial Statements: WFS financial statements are available upon
request,

Trade Col i p and sales are subject to
Ihe terms and condilions stated on lhe {rade confirmation relating to that
Iransaction, In the evenl of a conllict betwsen the trade confirmation and
Ihis stalement, the trade confirmalion will govern.

Listed Options: Commissions and other charges related (o the
execution of listed option transaclions have been included in

I ol such I that have been p ly lurnished
and are available upon requesl. Promplly advise your WFS sales
represenlalive of any material change in your invesimenl objeclives or
financial situation.

(o1 Ce laints and Reporling Discrepancies: Cuslomer

canceled by you, Failum to cancel an open order may result in lhe
being executad for your account. WFS has no responsibility to cancel an open
order at ils own initiative.

Dividend Reinvestment: |n any dividend reinveslment transaction, WFS
acled as agent. Additional information regarding Iransactions of this nature will
be furnished to a custorner upon writlen request

Account Transfers: A fee will be charged to customers Iranslerring their
existing WFS account lo anolher broker/dealer or any other financial
inslitulion.

offerad or sold by

protection does nol provide any p against i it

WFS, mutual I'\rnul. are not federally insured or guaranteed by
of the Federal Deposit Insurance Corporation ("FDIC”),

risk, including the loss of principal on an . This gl

nol apply to securilies held in safekeeping by the Bank. Additional
\nformalion about SIPC, including a SIPC brochure, may be obtained by
visiting www.sipc.org or by calling SIPC al 1-202-371-8300.

FINRA BrokerCheck Pragram: WFS is a member of the Financial
Industry Regulalory Authority (FINRA). Under its BrokerCheck program,
FINRA provides certain information regarding the disciplinary history of

lers and their persons. can be oblained
from the FINRA BrokerCheck program hotline number (1-800-289-9999)
or the FINRA website (www.finra.org). A brochure describing the FINRA
BrokerCheck program will be furnished upon writien request.
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complaints, statement reporting inaccuracies or discrepancies should be
promptly reporled in writing to:

Customer Service
90 Soulh 7th Slreet
5lh Floor, MAC N8305-05F
Minneapolis, MN 65402
ViC .com

Cuslomers may also report ies or i

by calling 1-800-645-3751 option 5. Internalional callers should call
1-877-856-8878, To further protect their rights, including rights under the
Securilies Investor Proteclion Act, customers should also re-confirm in
wriling to the above address any oral communications with WFS relating
totheii or

or
the Federal Resarve System or any other agency; are nol bank dep

Wells Fargo Bank, N.A. Institulional Deposit: Funds invested in lhe
i Deposil are on deposit at Wells Farga Bank, N.A, and

are not obligatl of, or or g in any way by any
‘bank or WFS; and are subject ta risk, including the possible loss of
principal, that may cause the value of the and

return to fluctuate.

When the investment is sold, the value may be higher or lower than the
amaunt originally invested. WFS is a subsidiary of Walls Fargo &
Company, is not a bank or thrift, and Is soparate from any other
affiliated bank or thritt. WFS is a registared broker-dealor and member
of FINRA. No afliliate of WFS is responsible for the securities sold by
WFS.

32

balances are insured by lhe Federal Deposil Insurance Corporalion
("FDIC"} up 1o the ull amounl allowable by law, nslitulional Deposil
balances are nol insured by lhe Securilies Inveslor Proleclion
Corporalion ("SIPC"), For lurther details, see Ihe Institulional Deposit
Produc! Descriplion.
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KERN HEALTH SYSTEMS N Ending: Sep 30, 2018
Account Number: 1AB84780
Portfolio Holdi NQgS  Security positions held with Wells Fargo Bank N.A.
Currenl Par/ Market Market Original Par

Security 1D Description Maturity Date Coupon Original Par Price* Value Pledged*™ Callable
Bonds uUsD
50000EK45 KOCH INDUSTRIES INC DISCOUNTED 10/04/18 0.000% 3,000,000.000 99.9644 2,998,931.49

COMMERCIAL PAPER
02665WACS5 AMERICAN HONDA FINANCE 10/10/18 2.125% 1,300,000.000 99.9870 1,299,831.00 N
912796NZ8 UNITED STATES TREASURY BILL 10/11/18 0.000% 58,000,000.000 99.9432 57,967,032.80
795450ZE8  SALLIE MAE BK/SALT LKE 10/12/18 1.150% 250,000.000 98.9623 249,905.75

INTEREST BEARING CERTIFICATE

OF DEPOSIT
45826FKF9  INTEL CORPORATION 4 2? 10/15/18 0.000% 3,000,000.000 99.8980 2,996,938.59

DISCOUNTED COMMERCIAL PAPER
69353RET? PNC BANK NA 11/05/18 1.800% 1,000,000.000 99.9400 999,399.52 bt
48306BM44  KAISER FOUNDATION HOSP 12/04/18 0.000% 3,000,000.000 99.5424 2,986,270.59

DISCOUNTED COMMERCIAL PAPER
24422ESF7  JOHN DEERE CAPITAL CORP 12/13/18 1.950% 2,955,000.000 99.8972 2,951,962.05 N
89236TCU7 TOYOTA MOTOR CREDIT CORP 02/19/19 1.700% 1,000,000.000 98.6592 996,591.78 N
94974BFU9  WELLS FARGO & COMPANY 04/22119 2.125% 1,621,000.000 99.6829 1,615,869.53 N
13063CKL3 CGH;S?NIA ST TXBL-VARIOUS 05/01/18 2.250% 1,310,000.000 99.7160 1,306,279.60 N

P E
94988J5D5 WELLS FARGO BANK NA 05/24/19 1.750% 1,000,000.000 99.3816 993,815.53 N
02665WBEO0 AMERICAN HONDA FINANGE 07/12119 1.200% 1,000,000.000 98.8038 988,038.42 N
58768MAC5 MBALT 2016-B A3 08/15/18 1.350% 428,734,650 99.8267 427,991.61 N

1,000,000.000
43815HAB3 HAROT 2018-3 A2 12/22/20 2.670% 2,000,000.000 99.9122 1,998,244.60
80,864,734.650 80,777,092.85 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 lo the Pledge Detail Report for more information.
Daily Account Activity
Your investment transactions during this statement period.
Settlement /

Transaction/ Effeclive Principal Income Debit / Credil
Trade Dale  Dale Activity Security ID__ Description Par / Quantity Price. Amount Amount Amounl
Transaction Activity uspD
00/06/18  09/06/18  Received 912736PZ6  UNITED STATES TREASURY BILL 23,000,000,00 0.00 0.00 0.00

£33126 013870003 20017 UNH2134855 00010605 /45810910 15068 120118 ¥ Salekeeping
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St it Ending: 30, 2018
KERN HEALTH SYSTEMS REG0g: SORemoSnet
Account Number: 1AB84780
Daily Account Activity (Continued)
Your ir it 18 during this period.
Setilement /

Transaction/ Effeclive Principal Income Debit/ Credil
Trade Date _ Date Activity Security ID D Par / Quantity Price Amount Amount Amounl
Transaction Activity uUsD
09/13/18  09/13/18  Receive 912796NZ8  UNITED STATES TREASURY BILL 28,000,000,00 0.00 0.00 0.00
09/13/18  09/13/18  Receive 912796NZ8  UNITED STATES TREASURY BILL 20,000,000.00 0.00 0.00 0.00
09/17/18  09/17H8  Security Receipt 45826FKF9  INTEL CORPORATION 4(2) 3,000,000.00 0,00 0.00 0.00
09/19/18  09/19/18  Raceive 912796NZ8  UNITED STATES TREASURY BILL 10,000,000.00 0.00 0.00 0.00
09/19/18 ___09/19/18__ Security Receipt 50000EK45 _KOCH INOUSTRIES INC DISCOUNTED 3,000,000.00 0.00 0.00 0.00
Income / Payment Activity usD
09/06/18  09/06/18  Matured 912796PYS  UNITED STATES TREASURY BILL 23,000,000.00 23,000,000.00
09/13/18  09/13/18  Matured 912796NV7  UNITED STATES TREASURY BILL 28,000,000.00 28,000,000.00
09/14/18 091418  Matured 94974BGD6 WELLS FARGO & COMPANY 3,070,000.00 3,070,000.00
09/14/18  09/14/18  Interest 94974BGD6  WELLS FARGO & COMPANY 21,462.54 21,462.54
09/17/18  00/17(18  Paydown 58768MAC5 MBALT 2016-8 A3 123,429.56 123,429.56
00/17/18  09/17118  Interest 58768MACS MBALT 2016-8 A3 621.19 621.19
09/20/18  09/20/18  Matured 912796PZ6  UNITED STATES TREASURY BILL 23,000,000.00 23,000,000.00
09/21/18  09/21/18  Interest 43815HAB3  HAROT 2018-3 A2 3,411.67 3,411.67
00/26/18  00/26/18  Matured 90521APJ1 MUFG UNION BANK NA 1,000,000.00 1,000,000.00
09/26/18  09/26/18  Inlerest 90521APJ1  MUFG UNION BANK NA 13,126,00 13,125.00
Cash Activity usD
Transaction/ Settlemenl / Debit Amount/  Credit Amount/

Description Disbursements Reacaipls

Trade Dale  Eff. Date  Aclivity

9/05/18 09/05/18  ACH/DDA Transaction

09/06/18 09/06/18  Journal

09/11/18 09/11/18  ACH/DDA Transaction
09/13/18 09/13/18  Cash Wire Journal Entry
09/13/18 09/13/18  Journal

09/13/18 09/13/18  ACH/DDA Transaclion
09/17/18 09/17/18  Journal

09/18/18 09/18/18  ACH/DDA Transaclion
09/19/18 09/19/18  Journal

09/19/18 09/19/18  Journal

09/25/18 09/25/18  ACH/DDA Transaction

DESIGNATED DDA
AUTO SK SETTLEMENT
DESIGNATED DDA
SAFEKEEPING ADJ
AUTO SK SETTLEMENT
DESIGNATED DDA
AUTO SK SETTLEMENT
DESIGNATED DDA
AUTO SK SETTLEMENT
AUTO SK SETTLEMENT
DESIGNATED DDA

34

14,000,000.00
22,983,631.67
13,900,000.00
19,970,133.33
27,958,404.44

2,995,496.67
12,000,000.00
9,988,144.44
2,997,512.50
15,000,000,00

67,000,000.00
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Account Number: 1ABB4780

Money Market Fund Activity
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Statement Ending:

Page 5 of 5

September 30, 2018

Morgan Stan TreasSvc 8314 Dividend earned 7 day* 30 day*
*As of September 30, 2018 this period simple yield simple yield
usD 46,250.67 1.860% 1.820%
Transaction
Date Activit Shares Price Market Value ($) Dividend Amount Share Balance
Beginning Balance 1.00 27,979,180.28 27,979,180.28
09/05/18 Redemption (14,000,000.00} (14,000,000.00) 13,979,180.28
09/06/18 Purchase 23,000,000.00 23,000,000.00 36,979,180.28
09/06/18 Redemption (22,983,631.67) (22,983,631.67) 13,995,548.61
09/11/18 Redemption (13,800,000.00) {13,900,000.00) 95,548.61
09/13/18 Purchase 41,595.56 41,585.56 137,144.17
09/13/18 Purchase 67,000,000.00 67,000,000.00 67,137,144.17
09/13/18 Redemption (19,970,133.33) (19,970,133.33) 47,167,010.84
09/14/18 Purchase 3,091,462.54 3,091,462.54 50,258,473.38
09/17/18 Purchase 124,050.75 124,050.75 50,382,524.13
09/17/18 Redemption (2,095,495.67) (2,995,496.67) 47,387,027.46
09/18/18 Redemption (12,000,000.00) (12,000,000.00) 35,387,027.46
09/19/18 Redemption (9.988,144.44) (9,988,144.44) 25,398,883.02
09/19/18 Redemption (2.997,512.50) (2.997,512.50) 22,401,370.52
09/20/18 Purchase 23,000,000.00 23,000,000.00 45,401,370.52
09/21/18 Purchase 3,411.67 3,411.67 465,404,782.19
09/25/18 Redemption (15,000,000.00) (15,000,000.00) 30,404,782.19
09/26/18 Purchase 1,013,125.00 1,013,125.00 31,417,907.19
09/28/18 Reinvest 46,250.67 46,250.67 31,464,157.86
Ending Balance 1.0000 31,464,157.86 31,464,157.86
35 35/ 144






KHS Finance Committee Meeting, December 7, 2018

KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: December 7, 2018

Re: Annual Renewal of the Reinsurance Policy

Background

Kern Health Systems (“KHS”) has purchased a reinsurance policy to mitigate the costs of
catastrophic cases since the plan’s inception. The KHS population has changed significantly over
the last several years with SPD members incurring high medical costs. More recently,
management believes that there is an increasing trend in the medical expenses for the longer-term
enrolled Expansion members. The overall increase in medical costs has led to higher reinsurance
premiums over the years.

Discussion

Over the last 3 years KHS reinsurance recoveries have approximated the reinsurance claim
payments. For the policy years 2015, 2016, and 2017 KHS recovered approximately $5.0 million
in reinsurance claims while paying reinsurance premiums of approximately $5.0 million. These 3
years represent a 1009 ratio of recoveries to expense.

Based on information through November 1, 2018, KHS has requested approximately $150,000 in
recoveries against approximately $1.4 million in premiums paid. This represents an overall
cumulative 81% ratio for all periods. We have until December 31, 2019 to turn in claims for
the 2018 policy period. Accordingly, continuing with the reinsurance program is still warranted.

Fiscal Impact

The lowest quote for renewal is with the carrier Optum at a blended rate of $.59 pmpm with the
current deductible of $250,000 per member and a $.30 pmpm aggregate deductible for a an overall
expected reinsurance cost of $2,655,849.

KHS can lower the Optum premium to a blended rate of $.51 pmpm and a $.26 pmpm aggregate
deductible by increasing the deductible to $275,000. This would save approximately $358,092 of
reinsurance costs, but would cost KHS an additional $25,000 per member that reaches the
reinsurance deductible. The savings of $358,092 would be lost if the members reaching the
$275,000 deductible exceeds 14 ($358,092 savings/$25,000 increase in deductible = 14.32
members). Based on utilization data of 14 members in 2017 and 6 members through October 31,
2018, management expects the 2018 utilization to be 14 or fewer members. Accordingly,
management recommends increasing the deductible to $275,000 and lowering the blended rate to
$.51 pmpm and lowering the aggregate deductible to $.26 pmpm.
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The 2019 Budget includes estimated reinsurance premium payments at a blended rate of $.51
pmpm and reinsurance recoveries at a blended rate of $.51 pmpm. Estimated fiscal dollar impact
is $1,521,891.

Risk Assessment

Based on the prior program years, the continued expense of the SPD population and the increasing
trend in medical expenses for the longer-term enrolled Expansion members, management believes
that binding coverage is warranted for 2019 and is recommending the Optum option at a blended
rate of $.51 pmpm and increasing the deductible at $275,000.

Reguested Action

Approve; Refer to KHS Board of Directors.

38
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee

From: Robert Landis, CFO

Date: December 7, 2018

Re: 2019 Budget

Background

The 2019 Budget supports the KHS Goals and Objectives, 2019 Annual Projects and contributes
to the 2018-2021 Strategic Plan Initiatives. The size and scope of the 2019 Goals and Objectives
reflect the changing medical complexity and the corresponding required changes in the provider
delivery system that began in 2012 with the addition of the Seniors and Persons with Disabilities
(SPD) population and continued in 2014-2017 with CBAS, Childless Adults (Affordable Care
Act - Expansion) and Children with Autism.

Major projects for 2019 include:

Relocation of Kern Health Systems Offices to the Northeast Corner of Buck Owens
Boulevard and Sillect Avenue

Expansion of Health Home Sites that include Physical, Mental Health and Social
Integration along with a State mandated go-live date of 7/1/19 for existing sites
Creation of the Diabetic Prevention Program mandated go-live date of 1/1/19.
Modified provider compensation structures to incorporate value based purchasing
arrangements

Several uncertainties impacting our 2019 Budget include:

Federal atmosphere of reducing/eliminating benefits (including “public charge” to reject
immigrants applying for an immigration visa/green card if they plan on using certain
forms of public assistance like Medi-Cal in the future) for our existing members along
with possible changes to the future rate setting and funding process

California legislation theme of exploring Single Payer (“Medicare for All”)/Public
Option/Universal Coverage

Increased regulatory oversight and data requests by DHCS and DMHC along with an
increasing amount of All Plan Letters that require increased demands on KHS

Tightening of State budgets along with shifting more risk to health plans

Increased demand from providers seeking rate increases

Providing new benefits such as a Diabetes Prevention Program and other services with no
historical data similar to what we faced with Non-Emergency Medical Transportation,
Palliative Care, and Health Homes

Unilateral Changes by the State to the Pharmacy Formulary

39
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To: KHS Finance Committee
Re: 2019 Budget

Page 2

Retroactive revenue recovery associated with non-eligible members occurring from
historical discrepancies between DHCS’s enrollment files and County welfare eligibility
files

The 2019 budget is “realistic” with moderately aggressive assumptions around utilization and
medical cost trends. We are projecting that our Revenue increases will offset our rising medical
cost trends. Administrative expenses will go up to implement newly mandated benefits. All of
this points to a financially challenging year for KHS.

Specifically, key factors (to name a few) impacting the 2019 budget include:

Projected growth of approximately 5,000 enrollees

Multi-Government regulatory and organization compliance and performance

responsibilities through:

o DHCS

o DMHC

o CMS (Including implementation of certain sections of the Medicaid Managed Care
Final Rule)

Continued Implementation of a New Medical Management Platform which includes

dynamic application of evidence based medical criteria and point of service decision

making

Monitoring Non-Emergency Medical Transportation services that include non-covered

services such as dental and opioid treatment per DHCS requirements

Development of Provider Performance Based Alternative reimbursement arrangements

Palliative Care program implementation

Member Incentive Program

Enhancing Medi-Cal Benefits initiative

Expansion of KHS departmental dashboards for operational metric transparency

New or expanded provider collaborative programs:

o Developing Kern Medical Integration Health Care Concept

o Strengthen collaboration with Kern County Mental Health and GATE team for
Substance Use Disorders

o Prepare for KHS role and responsibility in Whole Person Care Pilot Program with
Kern Medical

o Expanding access for Diabetic Clinic sites at Bakersfield Memorial Hospital, Delano
Regional Medical Center and Kern Medical

o Expanding the Transitional Care Program to additional hospitals with a critical mass
of patients with an increase focus on the socio-economic barriers to care

o Emergency Room Avoidance program expansion with location of KHS based Social
Worker in local hospital ER to provide coordination of care with ER discharge
instructions

o Expanding TeleHealth Specialty Care services
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o Expanding the Disease Management Programs and instituting a Diabetes Prevention
Program

o Continuing the School based Asthma Program

o Enhancements to the Medical Management and Quality Improvement Programs

o Enhancing the Case Management Program, including homelessness outreach and care
coordination efforts

o Expanding on site Inpatient concurrent review program

o Enhancing HEDIS Tracking and Reporting

o Continuing with incentives to reward providers who demonstrate improved HEDIS
outcomes

o Expanding Medication Therapy Management program

Initiate Peer to Peer evidence based medical reviews utilizing industry leader for risk

management

Converting selected provider reimbursement arrangements to value based purchasing

Care Gradient Analysis using Predictive Modeling tool

Demographic Morbidity Impact Study to determine areas of focus

KHS Care Delivery Model exploration for transforming care for Primary Care

Physicians and Specialists

Member Centric Care Project Implementation Plan to continually monitor and

measure member satisfaction throughout their continuum of care

Outcome Metrics to steer operational decision making

Expanding School Based Wellness Program to additional schools

Refinement of Opioid Coalition with community partnerships

Refinement of the PCP practice profile showing utilization patterns

Expand DME home assessments and equipment needs with specialty vendor

o O O O O ©)

O O O O O

e Continued monitoring of:

New Core System with an emphasis on Quality and Proficiency
New Provider/Member Portal

Autism Spectrum Disorder Behavioral Therapy

California Children’s Services Coordination of Care

Vision Services Plan for optometric diabetic screenings

Access to PCP and Specialty Care as well as Physician recruitment
HEP C medication and “kick payment” program

Kaiser Permanente Subcontract

Program awareness of Mental Health benefit

Hospitalist program

Provider Recruitment Grants and results achieved from grants
Member focused approach to ensure members’ expectations are met
Respite Housing and Care Program

Inpatient Pulmonary Rehabilitation Program

O O O OO0 O OO O0OO0OO0OO0oOO0oOOo

Attached are the following documents relating to the 2019 Budget:

1) Consolidated Operating Budget
2) Operating Budget by Aid Category
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To: KHS Finance Committee
Re: 2019 Budget
Page 4

3) Enrollment Assumptions

4) Revenue Assumptions

5) Medical Expense Assumptions

6) Administrative Expense Assumptions
7) Budgeted FTE by Department

8) Capital Budget for 2019

Requested Action

Approve; Refer to KHS Board of Directors.
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KERN HEALTH SYSTEMS
P & L BY MAJOR CATEGORY OF SERVICE
2019 BUDGET

PMPM EST. PMPM PMPM
EST. ANNUAL
2019 BUDGET 2018 DIFFERENCE 2019 BUDGET 2018 ANNUAL DIFFERENCE
$ $ $ 2,984,100 2,947,546 36,554
REVENUE
Capitation (includes Prop 56) 644,654,241 607,382,338 37,271,903 216,03 206.06 9.97
Maternity Kick 31,987,328 29,566,148 2,421,180 10.72 10.03 0.69
Health Home Kick 5,362,007 - 5,362,007 1.80 - 1.80
HEP C Kick 9,989,267 8,571,565 1,417,702 3.35 291 0.44
BHT Kick 7,846,609 5,402,104 2,444,505 2.63 1.83 0.80
Total MCAL Revenue 699,839,453 650,922,155 48,917,298 234,52 220.84 13.69
MCO Tax Revenue 99,655,013 93,801,381 5,853,632 3340 31.82 1.57
COB Revenue - 16,916,339 (16,916,339) - 5.74 (5.74)
Interest 4,728,149 4248218 479,930 1.58 1.44 0.14
Reinsurance 1.521.891 600,681 921,211 0.51 0.20 0.31
TOTAL REVENUE 805,744,506 766,488,774 39,255,732 270.01 260.04 9,97
MEDICAL
Inpatient Hospital 162,686,594 165,679,691 (2,993,097) 54.52 56.21 (1.69)
Qutpatient Facility 68,407,970 65,598,612 2,809,357 22,92 22.26 0.67
Health Home Capitation 1,275,000 - 1,275,000 0.43 - 0.43
Emergency Room Facility 55,042,764 54,143,754 899,010 18.45 18.37 0.08
Long-Term Care Facility 9,369,484 9,942,451 (572,967) 3.14 3.37 (0.23)
Primary Physician Services 35,091,327 34,102,164 989,163 11.76 11.57 0.19
Urgent Care 16,494,265 15,599,702 894,563 553 5.29 023
Physician Specialty 110,535,191 110,680,948 (145,757) 37.04 3755 0.51)
BHT 7,846,609 6,090,959 1,755,651 2,63 2,07 0.56
Mental Health 1,942,551 1,382,079 560,472 0.65 047 0.18
VSsp 3,139,601 2,970,029 169,572 1.05 1.01 0.04
Other Medical Professional 12,483,269 11,458,655 1,024,614 4.18 3.89 0.30
Pharmacy 100,637,470 95,541,510 5,095,959 33.72 3241 131
HEP C 9,989,268 8,255,762 1,733,506 335 2.80 0,55
DME 7,202,445 7,100,588 101,858 2.41 2.41 0,00
Pharmacy Rebates (1,750,000) (1,584,734) {165,265) (0.59) (0.54) (0.05)
Home Health and CBAS 3,507,763 3,897,968 (390,205) 118 1.32 (0.15)
Other- Ambulance and Non-Emergent Transportation 14,647,116 11,806,152 2,840,965 491 4,01 0.90
Other Medical - Enhanced Benefits 749,904 507,241 242,663 0.25 0.17 0.08
Pay for Performance Quality Incentive 5,968,200 5,895,092 73,108 2.00 2.00 -
Provider Incentive Payments (Prop 56) 13,292,700 10,152,088 3,140,612 4.45 3.44 101
Reinsurance Premium 1,521,891 1,382,809 139,083 0.51 0.47 0.04
UM/QA Costs (including Utilization & Quality Review) 21,730.481 16,531,858 5,198,623 7.28 5.61 1.67
Total Medical Costs 661,811,864 637,135377 24,676,487 221.78 216.16 5.62
GROSS PROFIT/(LOSS) 143,932,642 129,353,397 14,579,245 48.23 43.89 4.35
ADMINISTRATIVE 43,907,021 37.250,952 6,656,069 14.71 12,64 2.08
NET PROFIT/LOSS) BEFORE MCO TAX 100,025,622 92,102,445 7,923,176 33.52 31.25 2.27
MCO TAX EXPENSE 99,655,013 92,756,438 6,898,575 33.40 31.47 1.93
NET PROFIT/(LOSS) AFTER MCO TAX 370,609 (653,993) 1,024,601 0.12 (0.22) 0.35
HEALTH HOME PROGRAM EXPENSE 3,360,000 2,787,235
NET PROFIT/(LOSS) AFTER GRANT EXPENSE (2,989,391) (3,441,228) (1) (2)
MEDICAL LOSS RATIO (EXCLUDING MCO TAX) 93.73% 94.71%
ADMIN RATIO (EXCLUDING GRANT AND MCO TAX) 6.22% 5.54%
(1) 2018 has been adjusted for approximately $7 million of prior period adjustments
(2) 2018 Annual is estimated using YTD August 2018 plus September - December 2018 budget amounts.
11/19/2018
Attachment 1
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KERN HEALTH SYSTEMS
MEDI-CAL
2019 REVENUE BUDGET
ENROLLMENT

Family and Other 2,097,600

SPD Members 170,400

MCAL Expansion 716,100

SUBTOTAL MEMBERS 2,984,100

Kaiser
Total Members-MCAL 2,984,100
REVENUES PMPM $
Title XIX - Medicaid Adult & Child 132.90 278,775,672
Title XIX - Medicaid Seniors & Persons w/Disabilities 857.33 146,089,176
Title XIX - Medicaid Expansion 365.43 261,681,905
SUBTOTAL PREMIUM REVENUE 230.07 686,546,753
Title XIX - Medicaid - MCO TAX 33.40 99,655,013
TOTAL MEDICAID REVENUE 263.46 786,201,766
Interest /Dividends 1.58 4,728,149
Reinsurance Recoveries 0.51 1,521,891
PROP 56 4.45 13,292,700
TOTAL REVENUES 270.01 805,744,506
REVENUE ASSUMPTIONS

1) PREMIUM REVENUE IS BASED ON PRELIMINARY RATES PROVIDED BY DHCS (JANUARY-JUNE
2019) ON JUNE 29, 2018. THERE IS NO RATE INFORMATION FOR JULY - DECEMBER 2019. FOR THAT
PERIOD ALL CATEGORIES OF AID ARE ASSUMED TO RECEIVE A 4% INCREASE EXCEPT EXPANSION
WHICH IS BUDGETED TO HAVE THE SAME RATE FOR THE SECOND HALF OF THE YEAR.

2) MATERNITY KICK REVENUE INCLUDED IN PREMIUM REVENUE INCLUDES A MONTHLY DELIVERY
ASSUMPTION OF 432 DELIVERIES PER MONTH AND IS BASED ON CY2017 RDT WITH AN ASSUMED 5%
INCREASE.

3) HEALTH HOME PROGRAM REVENUE IS BUDGETED TO BEGIN JULY 1,2019 AND IS BASED ON
DRAFT RATES PROVIDED 12/5/2017 WITH ESTIMATED PROGRAM MEMBERS OF 2,500.

4) HEP C KICK REVENUE INCLUDED IN PREMIUM REVENUE IS BASED ON 660 MEMBER MONTHS OF
TREATMENT AT 18/19 NON 340B RATES RECEIVED 4/30/2018 AND ASSUMES AN INCREASE IN
UTILIZATION. REVENUE IS BUDGETED TO OFFSET EXPENSE.

5) BHT KICK REVENUE INCLUDED IN PREMIUM REVENUE IS BASED ON 3,512 UTILIZER MONTHS OF
TREATMENT AT $3,397 PER MONTH FOR 0-6 YEAR OLDS AND $2,584 FOR 7-20 YEAR OLDS IN
ACCORDANCE WITH 18/19 RATES RECEIVED JULY 27,2018 .

6) INTEREST REVENUE 1S BASED ON ACTUAL AS OF AUGUST 31,2018 ANNUALIZED AND ASSUMES
SIMILAR PRINCIPAL BALANCES AVAILABLE FOR INVESTMENT AND CURRENT INTEREST RATES,

7) REINSURANCE RECOVERIES ARE ASSUMED AT 100% OF PREMIUM,

8) ESTIMATES FOR RETRO RATE ADJUSTMENTS AND PRIOR YEAR REVENUE ARE NOT BUDGETED

9) OTHER REVENUE IS IMMATERIAL AND NOT BUDGETED.

10) MCO TAX REVENUE IS BASED ON ESTIMATED PMPM RATES OF $33.40, ASSUMING A 5% INCREASE

FOR 19/20 MCO TAX PAYMENTS OVER THE 18/19 MCO TAX PAYMENTS.

Attachment 4
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KERN HEALTH SYSTEMS

2019 MEDICAL BUDGET
UTILIZATION AND UNIT COST ASSUMPTIONS
(BASED ON PAID CLAIMS COST HISTORY AUGUST, 2018)

KHS Finance Committee Meeting, December 7, 2018

FAMILY & OTHER

Inpatient Hospital

Outpatient Facility

Emergency Room

Long Term Care

Urgent Care

Physician Primary Care & Urgent Care
Physician Specialty

Other Medical Professional

Mental Health

Pharmacy

Laboratory and Radiology

Home and Community Based Services
Other, Ambulance, and Non-Emergency Medical Transportation

SENIORS & PERSONS WITH DISABILITIES (SPD)*

[npatient Hospital

Outpatient Facility

Emergency Room

Long Term Care

Urgent Care

Physician Primary Care

Physician Specialty

Other Medical Professional

Mental Health

Pharmacy

Laboratory and Radiology

Home and Community Based Services
Other, Ambulance, and Non-Emergency Medical Transportation

EXPANSION

Inpatient Hospital

Outpatient Facility

Emergency Room

Long Term Care

Urgent Care

Physician Primary Care

Physician Specialty

Other Medical Professional

Mental Health

Pharmacy

Laboratory and Radiology

Home and Community Based Services
Other, Ambulance, and Non-Emergency Medical Transportation

Annualized Increase

Utilization ] Unit Cost

-2.50% 3.00%
1.00% 1.00%
-3.00% 3.00%
-10.00% 0.00%
0.00% 0.00%
1.00% 1.00%
-2.00% 2.00%.
1.00% 0.00%
0.00% 0.00%
0.00% 5.00%
-2.00% 3.00%
1.00% 3.00%
7.00% 9.00%

Annualized Increase

Utilization | Unit Cost

-2.00% 3.00%
1.00% 3.00%
-3.00% 3.00%
-7.00% 3.00%
0.00% 0.00%
2.00% 0.00%
-2.00% 1.00%
8.00% 1.00%
0.00% 0.00%
1.00% 5.00%
0.00% 3.00%
1.00% 3.00%
7.00% 9.00%!

Annualized Increase

Utilization | Unit Cost

0.00% 3.00%
1.00% 1.00%
0.00% 3.00%
-10.00%) 3.00%
0.00% 0.00%
4.00% 2.00%
1.00% 3.00%
6.00% 3.00%
0.00% 0.00%
0.00% 5.00%
0.00% 2.00%
1.00% 3.00%
7.00% 9.00%

Attachment §
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KERN HEALTH SYSTEMS
MEDI-CAL
ADMINISTRATIVE EXPENSES 2019 BUDGET 2018 ESTIMATED DIFFERENCE
Administrative: PMPM $ PMPM $ PMPM $
Compensation 8.71 25,990,652 7.97 23,506,067 0.73 2,484,585
Purchased Services 3.29 9,822,524 243 7,177,036 0.86 2,645,488
Supplies 0.36 1,063,037 0.29 858,736 0.06 204,301
Depreciation 1.12 3,327,991 0.77 2,280,234 0.34 1,047,757
Other Administrative Expenses 1.24 3,702,817 1.16 3,428,879 0.08 273,938
Total Administrative Expenses 14.71)| $ 43,907,021 12.64)| $ 37,250,952 2.08| $ 6,656,069
| Member Months [ 2,984,100 || 2,947,546 || 36,554 |
ASSUMPTIONS
COMPENSATION

COMPENSATION EXPENSE WAS BASED ON STAFFING LEVELS NEEDED FOR THE GRADUAL ENROLLMENT OF
2,984,100 MEMBER MONTHS.

1.) COMPENSATION INCLUDES AN INCREASE OF APPROXIMATELY $700,000 FOR COST OF LIVING SALARY
INCREASE ADJUSTMENTS OF 2.5% AND EXPECTED AVERAGE MERIT INCREASE ADJUSTMENTS OF 1.5%
FOR ALL DEPARTMENTS.

2.) COMPENSATION EXPENSE BUDGETED FOR 2019 INCLUDES AN INCREASE OF APPROXIMATELY $200,000
FROM ESTIMATED 2018 EXPENSE FOR TEMPORARY STAFF NEEDED TO BACKFILL PLANNED AND
UNPLANNED STAFFING SHORTAGES AND ASSIST WITH THE IMPLEMENTATION OF 2019 PROJECTS.

3) ANET TOTAL OF 12 ADMINISTRATIVE POSITIONS ARE REFLECTED IN THE ABOVE FOR 2019 FOR AN
ESTIMATED INCREASE OF APPROXIMATELY $1,100,000 IN ADDITION TO A FULL YEAR OF SALARY AND
BENEFITS FOR 2018 ADDED POSITIONS FOR AN INCREASE OF APPROXIMATELY $300,000.

PURCHASED SERVICES

4) THE 2019 BUDGET INCLUDES AN INCREASE OF OTHER PROFESSIONAL SERVICES OF APPROXIMATELY
$2,000,000 FOR OUTSIDE PROFESSIONAL SERVICES AND CONSULTING SERVICES NEEDED TO COMPLETE
2019 APPROVED PROJECTS, WHICH INCLUDE REGULATORY REQUIRED PROJECTS.

5.) THE 2019 BUDGET INCLUDES AN INCREASE OF APPROXIMATELY $400,000 DUE TO INCREASED ANNUAL
SYSTEM LICENSE AND SUPPORT FEES.

SUPPLIES

6.) THE 2019 BUDGETED SUPPLIES EXPENSE INCLUDES AN INCREASE OF APPROXIMATELY $200,000 FOR
DISASTER RECOVERY EXPENSE DUE TO ADDITIONAL COSTS RESULTING FROM PROCESS IMPROVEMENTS
AND CHANGES FROM THE EXISTING DISASTER RECOVERY MODEL.

DEPRECIATION

7.) THE 2019 DEPRECIATION EXPENSE IS EXPECTED TO INCREASE SIGNIFICANTLY DUE TO A FULL YEAR OF
EXPENSE FOR CAPITALIZED ASSETS COMPLETED AND PUT INTO PRODUCTION IN 2018, INCLUDING THE
DEVELOPMENT OF THE MEMBER AND PROVIDER WEB PORTALS, AND COMPLETION OF CAPITALIZED
PROJECTS IN 2019, INCLUDING THE MEDICAL MANAGEMENT SYSTEM PLATFORM AND CONSTRUCTION OF
THE NEW BUILDING.

OTHER ADMINISTRATIVE EXPENSES

8.) THE 2019 BUDGETED EXPENSE FOR OTHER ADMINISTRATIVE EXPENSES REFLECTS INCREASES IN
PROPERTY INSURANCE PREMIUMS, REGULATORY LICENSE FEES, EMPLOYEE TRAINING COSTS, AND
EMPLOYEE RECRUITMENT EXPENSE.

ATTACHMENT 6
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The KHS CEO met with each department to go over all departmental budgets and staffing
requirements. The 2019 Budget has additional staffing requirements of fifteen (15) net new
FTEs due to implementing the 2019 projects required to meet the 2019 Strategic Goals and
Objectives, continuing growth and complexities in our technology requirements, and the more
complex populations that are being assigned to Managed Care Plans in California.

Staffing changes are required for the following departments:

o Information Technology requires three (3) FTEs to keep up with demand for more
sophisticated information reporting and performance requirements on Medi-Cal
health plans from DHCS, DMHC and NCQAA. One FTE is required in system
configuration for JIVA and QNXT in support of the Provider Relations and Claims
Departments need for system changes; One FTE is required in management for the
Electronic Data Interchange (EDI) team as the regulatory demands for electronic
data transactions (i.e. Encounters, Clinical Medical Records, etc.) by DHCS have
significantly increased; and One FTE in management for the oversight of several
teams as the technical diversity to manage the department as a whole has increased
in complexity.

o Health Homes requires two (2) FTEs for the continued growth of the Health Home
Program designed for members with chronic conditions. The FTEs will play an
integral role as a resource to the Community Based Care Management Entities by
providing clinical oversight of the 6 core components of the program to ensure
compliance with State requirements, assist with referrals and authorizations and
support sites with mandatory trainings. The 2 FTEs are required to fulfill this role
for the oversight of all 7 HHP sites. (2 new sites in 2019). KHS is responsible for the
delegation oversight of the Health Home Programs and the addition of these FTEs
will assist with fulfilling the DHCS requirements.

(Necessary to fulfill DHCS requirements in 2019)

o Case Management requires one (1) FTE in a Medical Director role. This position will
be multi-faceted in the support and education of the KHS Provider network in the
critical areas of Care Coordination and addressing the Social Determinants of Health
and the impact on barriers to care. In support of KHS's 3 year Strategic plan, the
Medical Director will play a key role in the transformation of the Primary Care and
Specialty delivery care system methodology. Monitoring clinical profiles of KHS
network providers will identify individual provider’s styles of practice for treatment
and services used and the outcomes of care. The profiling communications
provided by the Medical Director will provide meaningful information on clinical
performances to help improve the quality of the services provided. Additionally, the
Medical Director will assist with the promotion of the defined clinical outcome
requirements for the Health Homes Programs and provide support both internally
and externally to the Pharmacy processes as a fiduciary and eligibility liaison.
(Savings from assuring members receive only medically appropriate, cost-
effective care should more than offset the cost for this position).
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o Provider Relations requires three (3) new FTEs. Two Provider Relation
Representatives are required due to increases in the KHS provider network size
with the addition of added Medi-Cal covered services and new provider types such
as behavioral health (i.e. ABA, QASP), mental health (i.e. LCSW, BCBA, LMFT),
palliative care, Non-Emergency Medical Transportation providers and an overall
increase of PCPs, Urgent Care and Specialty Care Providers. In 2017, the top two
provider types that experience significant growth were PCPs /Specialist and Urgent
Care Centers. There was a 14% increase in PCP and Specialty Care Providers and a
22% increase in Urgent Care facilities alone. The scope of the Provider Relations
Representatives has also expanded as KHS is handling several new systems
trainings with providers, provider portal implementation, special projects and
expanded number of Joint Operation Meetings with our network hospitals.

Additionally, one Credentialing Coordinator is required as a result of All Plan Letter
17-019, which became effective, 01/01/2018. KHS is now required to create and
monitor additional requirements for Screening & Enroliment of providers and
developing an infrastructure that includes developing Policies and Procedures and
workflow processes for the current network and new providers requesting to be
contracted, conducting an assessment of the current network to determine their
enrollment status with Fee For Service (“FFS")Medi-Cal (1,600+ providers),
assigning Risk Assignment to our current network as “Limited, Moderate or High”,
developing a process to screen and enroll those network providers who are not FFS
and/or are not eligible to be enrolled in FFS; KHS is now responsible to screen and
enroll those network providers in a manner that is substantively equivalent to the
DHCS enrollment process, monthly database checks to ensure current network
providers remain in good standing in Medicare and Medi-Cal programs, conduct
internal screening and enrollment for approximately 150-200 current providers
who are not FFS enrolled or eligible for enrollment and to manage the increase in
the volume of initial and re-credentialing applications. Provider demographic
changes have also increased workload for address location additions, deletions and
changes all with a direct impact to maintaining the integrity of the provider data in
our credentialing software system as the primary information source and for the
purposes of the 274 State file, SB 137 provider directory & web portal display
within the required regulatory timeframes.

(Necessary to fulfill DHCS requirements in 2019)
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o Member Services requires five (5) FTEs to assist with meeting the growing demand
of customer service calls and grievances and appeals due to recent changes to the
Grievance and Appeal requirements as set forth under APL 17-006.
(Necessary to fulfill DHCS performance standards and service requirements

in 2019).
2017 MEMBER SERVICES NEW POSITIONS
Count Position Justification
Additional position needed to reduce the staff to management
ratio. Current ratio is at 1 supervisor to 24 staff. Industry
standard is 1 supervisor to 12. This position will assist
1 S . management with monitoring and evaluating agent
upervisor . ! .
performance, preparing and analyzing reports, assistingas a
subject matter expert on special projects and ensuring agents
understand and comply with all call center objectives,
performance standards and policies.
Additional staffing needed to comply with APL 17-006. With
2 Grievance the implementation of the CMS Mega Rule in July 2017, all
Coordinator dissatisfaction is considered a grievance and accordingly
grievances have increased 72%.
1 Member Service Additional position needed to handle an 11% increase in
Representative phone volume and maintain DHCS required phone statistics
KHS purchased content knowledge management software to
centralize standard reference materials pertinent to the day-
Senior Ops to-day business needs of the Member Services staff. The
solution requires that this position be fully dedicated to
1 Analyst/Content . . . . .
Manager creating, edltlln.g, posting, analyzing and updatlng content, and
work as the liaison between Member Services and other KHS

departments to ensure the information provided by the
solution is always current and accurate.

o Human Resources requires 1 FTE in Corporate Training and Development as a

second Instructional Designer. With nearly 400 employees, more than 2,500
network providers and 250,000 enrollees, timely, accurate and consistent
communication and training is imperative for each constituent group to remain
current with KHS policies, procedures and protocols. Designing on-line education
and training programs to be used repeatedly ensures KHS achieves this objective.
Specifically, programs produced will be used by employees requiring compliance
training and work specific procedure changes and updates. For provider’s it will be
used to orient new office staff to KHS's policies, protocols and patient care
information.

(Savings from reduced classroom instruction and onsite provider office based
training should offset the cost for this FTE).
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2019 Capital Summary

Corporate Projects

1. Edifecs (Encounters)
Kern Health Systems (KHS) is contractually obligated to send medical and pharmacy encounters
to the State of California on a monthly basis. These encounters are the fundamental data set
that the State utilizes to determine financial reimbursement, member auto assignment, and
benefit utilization. The Edifecs (Encounters) project is the creation the new data encounter
software for KHS. This new software will preprocess and format encounters to promote high
encounter acceptance rates by the State, and allow KHS to process denied encounters for
business reprocessing.

(Budgetary Impact: $637,750.)

2. 2D Profiling Management (Clinical Engagement)
Kern Health Systems (KHS) will build a Clinical Engagement team to work with provider practice
profiles, and providers, to improve consistency in the management of disease processes by all
Primary Care Providers (PCP’s). This project will create software data dashboards and process
workflows to provide the team automation in its PCP oversight. The current process is done
manually, is inefficient, and has risk of error during manual input.

(Budgetary Impact: $272,372.)

3. Cactus Software Upgrade
Kern Health Systems (KHS) leverages the Symplr Cactus software to manage the credentialing
information for the KHS provider network. The manufacturer requires a software upgrade from
“Vintage” CACTUS to the new cloud based CACTUS Provider Management Platform. This
integrated end to end provider management platform will increase process efficiencies, reduce
lag time of credentialing, and increase provider data accuracy and reporting. The current
version of CACTUS will no longer be supported in 2020.

(Budgetary Impact: $357,676.)

4. NetworkX Modeler and Pricer — Professional Contracts
Kern Health Systems (KHS) has purchased the Cognizant NetworkX Modeler and Pricer software
and will need to build all of the KHS professional contracts in the new software. This solution
integrates into the QNXT core claims processing system and will provide KHS with more flexible

payment options in the QNXT system; therefore, promoting more accurate payments and higher
auto adjudication.

(Budgetary Impact: $307,557.)

9/10/18 ATTACHMENT 8 Page2of6
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2019 Capital Summary

5. Diabetes Prevention Program (DPP)
The Department of Healthcare Services (DHCS) has published its requirements in AB 97 for
health plans to establish a diabetes prevention program (DPP) by January 1, 2019. This project
will allow Kern Health Systems (KHS) to build and establish a pilot DPP in accordance with CDC
requirements to adhere to the regulatory requirement.

(Budgetary Impact: $120,035.)

6. New Building Occupation
Kern Health Systems (KHS) is constructing a new building on Buck Owens Boulevard and will

require various technology procurements and professional services to occupy the facility. The
New Building Occupation project, for 2019, will include the procurement and installation of
conference room equipment, surveillance system, and the assistive listening devices.
Additionally, various professional services to project manage the relocation and physically move
equipment and furniture is within the project scope.

(Budgetary Impact: $1,766,300.)

7. Screen Pop
Kern Health Systems (KHS) will build a software solution that will allow Member Services to give
phone agents the ability to view a customized set of information about the callers’ account. KHS
has determined that the caller ID data that enters into the KHS call center matches a member’s
demographic profile approximately 70% of the time. This caller ID data will be used to
dynamically retrieve the members’ information for the call agent at the time the caller is
connected with this new software to promote efficiency.

(Budgetary Impact: $112,556.)

8. Computer Assisted Translation Tool
The Culture and Linguistics team is searching for a Computer Assisted Translation (CAT) software
tool to purchase and installed on three (3) KHS translator computers. This software tool is
needed to meet the increased demand in translation requests and improve translation accuracy
and efficiency by: identifying translator’s effort based on previously translated documents,
identifying and suggest terminology and sentences previously translated for similar documents,
notifying translators of spelling and grammatical errors grammatical errors, generate an in-
house translation glossary based on projects, and maintaining the same document formatting as
English version.

(Budgetary Impact: $30,000.)

9/10/18 ATTACHMENT 8  Page3of6
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2019 Capital Summary

9. Internal Dashboards
Kern Health Systems (KHS) is a data-centric organization that leverages data in its decision-
making processes. This project will build four new software data dashboards for internal
departments to manage its daily operations. These software dashboards provide various
metrics as determined by the department leadership.

(Budgetary Impact: $654,126.)

10. Call Center Knowledge Management Solution
The Member Services Department is searching for a knowledge base software solution to
consolidate and organize the most frequently asked questions and information that members
and providers request. This project will involves procuring a software solution from a vendor
that can deliver a user friendly desktop knowledge management tool to store said information
from all Kern Health Systems (KHS) departments, and will act as an assistant to help Member
Services staff deliver accurate and consistent information to our members and providers.

(Budgetary Impact: $15,000.)

11. Medical Management Carryover
Kern Health Systems (KHS) has been in the process of building a new Medical Management
system with the ZeOmega JIVA platform. All Medical Management departments are now
utilizing this software to perform their daily operations. This project is the final quarter of the
work in order to finalize two important processes for the company. The project entails efforts
from both KHS and ZeOmega to create and deploy the Medical Appeals process and Health
Education referral functionality for providers.

(Budgetary Impact: $305,679.)

12. Member Engagement Program
Kern Health Systems (KHS) is seeking to create and develop a program that will address all
spectrums of the continuum of care for Plan Members. The initial pilot will focus on members
who receive pre and post-natal care to determine ways to increase the number of pregnant
members who seek OB/GYN services within their first trimester to promote more positive health
outcomes. The results of the research and initial pilot will assist in the development of a formal
member engagement program for the company.

(Budgetary Impact: $194,402.)

9/10/18 ATTACHMENT 8  Page4of6
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2019 Capital Summary

13. Health Homes Site Expansion
This project will implement two (2) additional Health Home Sites with the Clinica Sierra Vista
(CSV) provider group. The continued goal for the Health Homes Program is to engage eligible
members to participate in a patient center care delivery system for their physical, behavioral,
and social needs, and work closely with each member to educate, coordinate, and link them to
the appropriate services needed for a member to achieve a positive health outcome.

(Budgetary Impact: $157,453.)

New Building Construction

14. New Building Development
Kern Health Systems (KHS) is in its last stage of general construction of the new facility on Buck
Owens Boulevard. This project is to fund the construction work that is being overseen by SC
Anderson to complete the new building.

(Budgetary Impact: $22,173,284.)

15. New Building Furniture
Kern Health Systems (KHS) will need to procure new furniture in order to outfit the new building
with cubicles, offices, common areas, and conference rooms. This project also will include the
procurement and installation of the furniture.

(Budgetary Impact: $1,300,000.)

Office Furniture & Eauioment

16. Department Copiers and Printers
Annually, Kern Health Systems (KHS) reviews the printing and copying of its department copiers
and multifunctional devices. Copiers and multifunctional devices that have reached their end of
life are replaced based on the volume and overall life utilization of the hardware. Additionally,
KHS is relocating into a much larger building that will require several new copiers, desktop
printers, and multifunctional devices

(Budgetary Impact: $76,500.)
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2019 Capital Summary

Technology

17.

18.

18.

VDI Desktops

Kern Health Systems (KHS) is migrating to a Virtual Desktop Infrastructure (VDI) technology for
its end users; support a more robust Disaster Recovery (DR) plan; provide a faster remote
connectivity environment for teleworkers (hospital based, Medical Directors, etc.); and reduce
the overall desktop footprint. This will replace each users end workstation that is using a laptop
configuration. The last partial desktop user hardware refresh was completed in 2012.

(Budgetary Impact: $298,750.)

Voice System Hardware Refresh
Kern Health Systems (KHS) has been operating its existing phone system since 2008, and over

the years has performed several software updates to maintain the solution. KHS intends to
update the voice system software and replace several components of the phone system (i.e.
handsets, headsets, etc.).

(Budgetary Impact: $167,000.)

Laptop Replacements
Kern Health Systems (KHS) has minimized the amount of hardware it has replaced in order to do

a hardware refresh as part of the new building move strategy. The last partial laptop refresh was
completed in 2012. The purchase of new laptops will support the new building move for user
hardware replacement.

(Budgetary Impact: $125,000.)
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KERN HEALTH

SYSTEMS
TO: KHS Finance Committee
FROM: Richard M. Pruitt, CIO
DATE: December 7, 2018
RE: 2019 Professional Services

Background

In 2018, KHS engaged in a variety of complex corporate projects such as CMS Claims COB
Payment, State Provider Reporting, Real-Time Member Portal Communication, Claims Auditing,
Provider Dashboards, Hospital Directed Payments, and the Medical Management System. The
company has been very successful with the 2018 portfolio, and next year, 2019, the project
expectations are equally aggressive.

Each year, the technology team augments the department staff, by outsourcing with professional
technical consultants, thus avoiding full-time employee hires, to accommodate the resource
requirements of the corporate projects. During the organization’s annual project and resource
planning, the technology department identified the need for twenty-four (24) resources to
adequately staff the twenty-one (21) corporate projects.

The attached Power Point outlines the 2019 scheduled Corporate Projects along with the

methodology and regiment that KHS uses to define how many resources for each project are needed
in order to properly manage the work efforts.

Requested Action

Approve: Authorize the CEO to approve contracts associated with the procurement of Professional
Technical Resources for labor needed to complete the 2019 corporate projects with various
consulting companies in the amount not to exceed $5,321,753 in the 2019 budgeted operating and
capital expense.
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KERN HEALTH

SYSTEMS
TO: KHS Finance Committee
FROM: Richard Pruitt, Chief Information Officer
DATE: December 7, 2018
RE: Technology Purchases for the New Building

Background

Kern Health Systems will be relocating in the summer of 2019 to its new facility on Buck Owens
Blvd. The relocation of staff to new facilities will require various purchases of equipment and
services over the next several months. In order to occupy and relocate staff to the new building
there will be additional technology purchases required for user and office equipment.

Due to the required timelines for the purchases and the frequency of the Board meetings, staff is
requesting that the CEO be able to engage in various contracts and purchases to avoid delays.

Requested Action

Approve; Authorize the KHS Chief Executive Officer to approve contracts associated with the
new building for technology infrastructure in the amount not to exceed $1,665,250 in the 2019
budgeted capital and expense.
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: December 7, 2018

Re: September 2018 Financial Results

The September results reflect a $462,534 Net Increase in Net Position which is a $493,507 favorable variance
to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $4.2 million favorable variance primarily due to:

A) $1.1 million favorable variance relating to Family and Other primarily due to a higher than expected
budgeted rate increase from the State ($.3 million), higher than expected enrollment ($.3 million) and
accounting for unbudgeted Proposition 56 monies received on at risk basis ($.5 million) and offset
against amounts included in item 2C below.

B) $1.6 million favorable variance relating to Expansion primarily due to a higher than expected
budgeted rate increase from the State ($1.3 million), higher than expected enrollment ($.2 million),
lower than expected Maternity revenue ($.2 million) and accounting for unbudgeted Proposition 56
monies received on at risk basis ($.3 million) and offset against amounts included in item 2C below.

C) $.8 million favorable variance relating to SPD primarily due to a higher than expected budgeted rate
increase from the State ($.5 million) and higher than expected enrollment ($.3 million).

2) Total Medical Costs reflect a $3.2 million unfavorable variance primarily due to:

A) $.6 million unfavorable variance in Physician Services primarily due to higher than expected
utilization of Urgent Care and Referral Specialty Services for Family & Other members.

B) $1.0 million unfavorable variance in Outpatient Hospital primarily due to higher than expected
utilization.

C) $1.2 million unfavorable variance in Other Medical primarily due to accruing for unbudgeted
Proposition 56 expenses on at-risk-basis offset against revenue mention under items1A-1C above.

D) $.6 million unfavorable variance in IBNR, Incentive, Paid Claims Adjustment primarily due to a
recent requirement by CMS instructing DHCS to reinstitute the Expansion Risk Corridor which
limits the Expansion Medical Loss Ratio to a range of 85- 95 percent for the period July 2016 —
June 2017

The September Medical Loss Ratio is 92.9% which is favorable to the 93.6% budgeted amount. The
September Administrative Expense Ratio is 5.3% which is favorable to the 5.9% budgeted amount.

The results for the 9 months ended September 30, 2018 reflects a Net Increase in Net Position of $4,200,936.
This is a $7,288,120 favorable variance to budget and includes approximately $6.4 million of favorable
adjustments from the prior year. The year-to-date Medical Loss Ratio is 94.0% which is slightly favorable to
the 94.1% budgeted amount. The year-to-date Administrative Expense Ratio is 5.1% which is favorable to the
5.9% budgeted amount.
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Kern Health Systems
Financial Packet
September 2018

KIS — 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
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF SEPTEMBER 30, 2018
ASSETS SEPTEMBER 2018 | AUGUST 2018 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 91,300,427 | § 88,977,877 | § 2,322,550
Short-Term Investments 152,185,597 142,986,596 9,199,001
Premiums Receivable - Net 72,784,058 72,922,577 (138,519)
Interest Receivable 332,400 461,567 (129,167)
Other Receivables 1,259,675 1,731,018 (471,343)
Prepaid Expenses & Other Current Assets 1,429,754 1,662,247 (232,493)
Total Current Assets $ 319,291,911 [ $ 308,741,882 | $ 10,550,029
| RESTRICTED ASSETS s 300,000 | $ 300,000 | § -]
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 =
Furniture and Equipment 6,440,127 5,943,590 496,537
Automobile - Net 14,274 14,665 (391)
Building and Building Improvements - Net 6,407,265 6,435,121 (27,856)
Capital Projects in Process 23,666,253 21,392,319 2,273,934
Total Capital Assets $ 41,404,481 | $ 38,662,257 | $ 2,742,224
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,615 684,772 (157)
Total Long Term Assets $ 684,615 | $ 684,772 | $ (157)
[ DEFERRED OUTFLOWS OF RESOURCES ['$ 2,890,063 [ $ 2,890,063 | § - |
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 364,571,070 | $ 351,278,974 | § 13,292,096 |
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 27,064 | $ 27,854 (790)
Accrued Salaries and Employee Benefits 2,165,507 2,106,266 59,241
Accrued Other Operating Expenses 1,052,154 1,000,621 51,533
Accrued Taxes and Licenses 24,212,316 16,124,399 8,087,917
Claims Payable (Reported) 16,928,829 18,009,842 (1,081,013)
IBNR - Inpatient Claims 34,265,817 33,855,935 409,882
IBNR - Physician Claims 13,317,881 12,064,245 1,253,636
IBNR - Accrued Other Medical 20,793,782 18,329,156 2,464,626
Risk Pool and Withholds Payable 2,787,564 2,293,640 493,924
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 45,873,297 44,782,691 1,090,606
Total Current Liabilities $ 163,749,068 | $ 150,919,506 | $ 12,829,562
NONCURRENT LIABILITIES:
Net Pension Liability 5,808,296 5,808,296 -
TOTAL NONCURRENT LIABILITIES $ 5,808,296 | $ 5,808,296 | $ -
| DEFERRED INFLOWS OF RESOURCES IS 270,949 | § 270,949 | § -
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 -
Increase (Decrease) in Net Position - Current Year 4,200,936 3,738,402 462,534
Total Net Position $ 194,742,757 | $ 194,280,223 | $ 462,534
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION [ § 364,571,070 | $ 351,278,974 | $ 13,292,096
KHS11/29/2018
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 SEPTEMBER 30, 2018 ACTUAL | BUDGET [ VARIANCE
ENROLLMENT
166,981 166,500 481 Family Members 1,495,619 1,484,100 11,519
59,280 58,750 530 Expansion Members 533,004 523,350 9,654
14,446 14,050 396 SPD Members 130,369 126,450 3,919
6,255 5,225 1,030 Other Members 53,966 46,125 7,841
8,291 8,000 291 Kaiser Members 74,153 71,100 3,053
255,253 252,525 2,728 Total Members-MCAL 2,287,111 2,251,125 35,986
REVENUES

23,083,686 | 22,027,679 1,056,007 Title XIX - Medicaid - Family and Other 197,874,406 | 192,045,981 5,828,425

21,704,606 | 20,083,754 1,620,852 Title XIX - Medicaid - Expansion Members 191,158,665 | 182,301,368 8,857,297

11,987,574 | 11,164,810 822,764 Title XIX - Medicaid - SPD Members 101,418,909 | 98,633,829 2,785,080
8,087,918 7,695,494 392,424 Premium - MCO Tax 70,998,748 | 68,607,991 2,390,757

328,291 273,067 55,224 Interest /Dividends 3,480,390 2,434,483 1,045,907
- 114,927 (114,927) Reinsurance Recoveries 139,352 1,024,612 (885,260)
196,954 5 196,954 COB/Subrogation Collections 17,113,293 -| 17,113,293
5,175 - 5,175 Rate/Income Adjustments 23,253,088 - 23,253,088
136,661 - 136,661 Other Income (Expense) (374,622) - (374,622)
65,530,865 | 61,359,729 4,171,136 TOTAL REVENULS 605,062,230 || 545,048,264 | 60,013,966
EXPENSES
Medical Costs:

13,438,560 | 12,810,950 (627,610) Physician Services 122,413,120 | 114,311,841 (8,101,279)
3,251,122 2,831,448 (419,674) Other Professional Services 27,665,835 | 25,263,500 |  (2,402,335)
4,531,949 4,175,274 (356,675) Emergency Room 41,919,154 | 37,244,742 | (4,674,412)

12,885,548 | 13,366,425 480,877 Inpatient 124,947,394 | 119,384,963 |  (5,562,431)

116,075 114,927 (1,148) Reinsurance Expense 1,037,555 1,024,612 (12,943)
5,798,828 4,832,745 (966,083) Outpatient Hospital 52,010,532 | 43,159,127 |  (8,851,405)
3,605,940 2,418,662 | (1,187,278) Other Medical 29,409,976 | 21,640,782 | (7,769,193)
8,667,417 9,170,714 503,297 Pharmacy 81,200,163 | 81,951,291 751,129

493,924 489,050 (4,874) Pay for Performance Quality Incentive 4,425,916 4,360,050 (65,866)

6,624 - (6,624) Non-Claims Expense Adjustment 20,636,452 - (20,636,452)

566,662 - (566,662) IBNR, Incentive, Paid Claims Adjustment (3,751,417) - 3,751,417

53,362,649 | 50,210,195 |  (3,152,454) Total Medical Costs 501,914,679 | 448,340,909 | (53,573,770)

12,168,216 | 11,149,534 1,018,682 GROSS MARGIN 103,147,551 || 96,707,355 6,440,196

Administrative:
2,021,643 1,984,388 (37,256) Compensation 17,529,830 | 17,859,169 329,339

555,317 611,200 55.883 Purchased Services 5,293,553 5,534,533 240,980

30,539 101,246 70,707 Supplies 484,184 911,668 427,484

127,238 133,797 6,559 Depreciation 1,145,122 1,188,011 42,889

315,104 321,048 5,944 Other Administrative Expenses 2,518,297 2,693,168 174,871
3,049,841 3,151,679 101,838 Total Administrative Expenses 26,970,986 | 28,186,549 1,215,563

[ 56412490 | 53,361,875 [ (3.050.615)] TOTAL EXPENSES | 528,885,665 | 476,527,458 | (52,358.207)]f
[ 9,118375] 7,997,855 | 1,120,520 | OPERATING INCOME (LOSS) BEFORE TAX [ 76,176,565 ] 68,520,806 | 7,655,759 ||
[ 8087918 7695494 [ (392.424) MCO TAX [ 69,953,805 68,607,991 | (1,345,814
[ 1,030,457 ] 302,361 || 728,096 || OPERATING INCOME (L.OSS) NET OF TAX Il 6,222,760 || (87,183) 6,309,944 |
NONOPERATING REVENUE (EXPENSES)
& - ~ Reserve Fund Projects/Community Grants - - -
(567,923) (333,334 (234,589) Health Home (2,021,824)[  (3,000,000) 978,176
[ (567,923) (333,334) (234,589)] TOTAL NONOPERATING REVENUES (EXPENSES) (2,021,824)][  (3,000,000) 978,176
[ 462,534 || (30,973)] 493,507 | NET INCREASE (DECREASE) IN NET POSITION __ || 4,200,936 || (3,087,185)| 7,288,120 ||
[ 929%| 93.6%|| 0.7%|| MEDICAL LOSS RATIO | 94.0%|[ 94.1%] 0.1%|
| 5.3%|| 5.9%][ 0.6%[ ADMINISTRATIVE EXPENSE RATIO Il 5.1%| 5.9%| 0.9%)|
KHS11/29/2018
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 | BUDGET | VARIANCE FOR THE MONTH ENDED SEPTEMBER 30, 2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
166,981 166,500 481 Family Members 1,495,619 1,484,100 11,519
59,280 58,750 530 Expansion Members 533,004 523,350 9,654
14,446 14,050 396 SPD Members 130,369 126,450 3,919
6,255 5,225 1,030 Other Members 53,966 46,125 7,841
8,291 8,000 291 Kaiser Members 74,153 71,100 3,053
255,253 252,525 2,728 Total Members-MCAL 2,287,111 2,251,125 35,986
REVENUES
133.25 128.27 4.98 Title XIX - Mcdicaid - Family and Other 127.70 125.50 2.19
366.14 341.85 24.29 Title XIX - Medicaid - Expansion Members 358.64 348.34 10.31
829.82 794.65 35.17 Title XIX - Medicaid - SPD Members 777.94 780.02 (2.09)
32.75 3147 1.28 Premium - MCO Tax 32.08 31.47 0.61
1.33 1.12 0.21 Interest /Dividends 1557, 1.12 0.46
0.00 0.47 (0.47) Reinsurance Recoveries 0.06 047 (0.41)
0.80 0.00 0.80 COB/Subrogation Collections 7.73 0.00 7.73
0.02 0.00 0.02 Rate/Income Adjustments 10.51 0.00 10.51
0.55 0.00 0.55 Other Income (Expense) (0.17) 0.00 (0.17)
265.35 250.93 14.41 TOTAL REVENUES 273.42 250.02 23.40
EXPENSES
Medical Costs:
54.42 52.39 (2.02) Physician Services 55.32 52.44 (2.88)
13.16 11.58 (1.59) Other Professional Services 12.50 11.59 (0.91)
18.35 17.08 (1.28) LEmergency Room 18.94 17.08 (1.86)
52.18 54.66 2.49 Inpatient 56.46 54.76 (1.70)
0.47 0.47 (0.00) Reinsurance Expense 0.47 0.47 0.00
23.48 19.76 (3.72) Outpatient Hospital 23.50 19.80 (3.71)
14.60 9.89 (4.71) Other Medical 13.29 9.93 (3.36)
35.10 37.50 241 Pharmacy 36.69 37.59 0.90
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
0.03 0.00 (0.03) Non-Claims Expense Adjustment 9.33 0.00 (9.33)
2.29 0.00 (2.29) IBNR, Incentive, Paid Claims Adjustment (1.70) 0.00 1.70
216.08 205.34 (10.74) Total Medical Costs 226.81 205.66 (21.15)
49.27 45.60 3.67 GROSS MARGIN 46.61 44.36 2.25
Administrative:
8.19 8.12 (0.07) Compensation 7.92 8.19 0.27
2.25 2.50 0.25 Purchased Services 2.39 2.54 0.15
0.12 0.41 0.29 Supplies 0.22 0.42 0.20
0.52 0.55 0.03 Depreciation 0.52 0.54 0.03
1.28 1.31 0.04 Other Administrative Expenses 1.14 1.24 0.10
12.35 12.89 0.54 Total Administrative Expenses 12.19 12.93 0.74
f 228.43 | 218.23 || (10.20)]] TOTAL EXPENSLES I 238.99 || 218.59 | (20.41)]|
( 36.92 | 3271 421 OPERATING INCOME (1.0SS) BEFORE TAX I 3442 31.43 | 2.99 ||
f 3275 | 31.47 || (1.28)] MCO TAX I 31.61 | 31.47 | 0.14))|
( 4.17 || 1.24 || 2,94 OPERATING INCOME (LOSS) NET OF TAX Il 2.81 (0.04)] 2.85 ||
NONOPERATING REVENUE (EXPENSES)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
2.22 (1.36) (3.59) Health Home 0.88 (12.27) (13.15)
222 (1.36) (3.59)] TOTAL NONOPERATING REVENUES (EXPENSES) 0.88 (12.27) (13.15)
[ 1.87 | 0.13)] 2.00]  NET INCREASE (DECREASE) IN NET POSITION || 1.90 || (1.42)] 3.31 ]
l 92.9%| 93.6%)| 0.7%]| MEDICAL LOSS RATIO Il 94.0%| 94.1%) 0.1%]|
(I 5.3%| 5.9%] 0.6%]| ADMINISTRATIVE EXPENSE RATIO I 5.1%)| 5.9%| 0.9%]|
KHS11/29/2018
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF SEPTEMBER 30, 2018

KHS Finance Committee Meeting, December 7, 2018

ASSETS SEPTEMBER 2018 AUGUST 2018 INC(DECQ)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,444,449 1,458,696 (14,247)
Interest Receivable 6,225 2,936 3,289
Prepaid Expenses & Other Current Assets 2,500 3,332 (832)
TOTAL CURRENT ASSETS $ 1,453,174 1,464,964 | $ (11,790)
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 5,000 19,247 (14,247)
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 358,849 373,096 | $ (14,247)
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 13,298 10,841 2,457
Total Net Position $ 1,094,325 1,091,868 | $ 2,457
TOTAL LIABILITIES AND NET POSITION | § 1,453,174 1,464,964 || $ (11,790)
KHS11/29/2018
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 SEPTEMBER 30, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

i - - | = Members -] -1 -1
REVENUES

- - - Premium - - -

3,289 - 3,289 Interest 18,130 - 18,130

- - - Other Investment Income 2,668 - 2,668

3,289 = 3,289 TOTAL REVENUES 20,798 - 20,798

EXPENSES
Medical Costs

- < - IBNR and Paid Claims Adjustment - - .

- - - Total Medical Costs - -
[ 3,289 | - 3,289 || GROSS MARGIN [ 20,798 || -] 20,798 ||

Administrative

832 - (832) Management Fee Expense and Other Admin Exp 7,500 - (7,500)

832 - (832) Total Administrative Expenses 7,500 - (7,500)
( 832 -l (832)] TOTAL EXPENSES | 7,500 | - (7.500)]|
( 2,457 | -0 2,457 | OPERATING INCOME (LOSS) I 13,298 || -1 13,298 ||
( - - - TOTAL NONOPERATING REVENUE (EXPENSES) | -0 - -
I 2,457 || -l 2457 NET INCREASE (DECREASE) IN NET POSITION | 13,298 | -1 13,298 |
( 0%|| 0%]| 0% MEDICAL LOSS RATIO | 0% 0%][ 0%)|
(l 25%]| 0%]| -25%|| ADMINISTRATIVE EXPENSE RATIO Il 36%]| 0%]| -36%)|

KHS11/29/2018

Management Use Only
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: December 7, 2018

Re: October 2018 Financial Results

The October results reflect a $963,804Net Increase in Net Position which is a $1,219,732 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) $.9 million favorable variance relating to Family and Other primarily due to a higher than expected
budgeted rate increase from the State ($.3 million), higher than expected enrollment ($.2 million) and
accounting for unbudgeted Proposition 56 monies received on at risk basis ($.5 million) and offset
against amounts included in item 2A below.

B) $1.4 million favorable variance relating to Expansion primarily due to a higher than expected
budgeted rate increase from the State ($1.3 million), higher than expected enrollment ($.1 million),
lower than expected Maternity revenue ($.2 million) and accounting for unbudgeted Proposition 56
monies received on at risk basis ($.3 million) and offset against amounts included in item 2A below.

C) $1.0 million favorable variance relating to SPD primarily due to a higher than expected budgeted rate
increase from the State ($.5 million) and higher than expected enrollment ($.3 million) and
accounting for unbudgeted Proposition 56 monies received on at risk basis ($.1 million) and offset
against amounts included in item 2A below.

2) Total Medical Costs reflect a $3.2 million unfavorable variance primarily due to:

A) $1.4 million unfavorable variance in Other Medical primarily due to accruing for unbudgeted
Proposition 56 expenses on at-risk-basis offset against revenue mention under items 1A-1C above.

B) $1.4 million unfavorable variance in IBNR, Incentive, Paid Claims Adjustment primarily due to a
recent requirement by CMS instructing DHCS to reinstitute the Expansion Risk Corridor which
limits the Expansion Medical Loss Ratio to a range of 85- 95 percent for the period July 2016 —
June 2017

The October Medical Loss Ratio is 92.9% which is favorable to the 93.6% budgeted amount. The October
Administrative Expense Ratio is 5.4% which is favorable to the 6.3% budgeted amount.

The results for the 10 months ended October 31, 2018 reflects a Net Increase in Net Position of $5,164,740.
This is a $8,507,853 favorable variance to budget and includes approximately $5.1 million of favorable
adjustments from the prior year. The year-to-date Medical Loss Ratio is 93.9% which is slightly favorable to
the 94.0% budgeted amount. The year-to-date Administrative Expense Ratio is 5.1% which is favorable to the
6.0% budgeted amount.
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Kern Health Systems
Financial Packet

October 2018

KHS — Medi-Cal Line of Business

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

KHS Group Health Plan — Healthy Families Line of Business

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

KHS Administrative Analysis and Other Reporting

Monthly Member Count Page 15
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF OCTOBER 31, 2018
ASSETS OCTOBER 2018 u SEPTEMBER 2018 |‘ INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 92,926,868 | § 91,300,427 | § 1,626,441
Short-Term Investments 112,528,310 152,185,597 (39,657,287)
Premiums Receivable - Net 75,598,704 72,784,058 2,814,646
Interest Receivable 246,587 332,400 (85,813)
Other Receivables 1,493,000 1,259,675 233,325
Prepaid Expenses & Other Current Assets 1,377,478 1,429,754 (52,276)
Total Current Assets $ 284,170,947 | $ 319,291,911 | §  (35,120,964)
| RESTRICTED ASSETS I 300,000 [ $ 300,000 | § -
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,876,562 4,876,562 -
Furniture and Equipment 6,451,310 6,440,127 11,183
Automobile - Net 13,882 14,274 (392)
Building and Building Improvements - Net 6,379,410 6,407,265 (27,855)
Capital Projects in Process 27,116,469 23,666,253 3,450,216
Total Capital Assets $ 44,837,633 | $ 41,404,481 | $ 3,433,152
LONG TERM ASSETS:
Officer Life Insurance Receivables 684,615 684,615 <
Total Long Term Assets $ 684,615 | § 684,615 | $ -
| DEFERRED OUTFLOWS OF RESOURCES | $ 2,890,063 | $ 2,890,063 [ § - ]
[TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | § 332,883,258 | § 364,571,070 | §  (31,687,812)]
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable $ 28,176 | $ 27,064 1,112
Accrued Salaries and Employee Benefits 2,436,613 2,165,507 271,106
Accrued Other Operating Expenses 1,096,055 1,052,154 43,901
Accrued Taxes and Licenses 8,036,340 24,212,316 (16,175,976)
Claims Payable (Reported) 22,279,356 16,928,829 5,350,527
IBNR - Inpatient Claims 36,042,990 34,265,817 1,777,173
IBNR - Physician Claims 11,930,945 13,317,881 (1,386,936)
IBNR - Accrued Other Medical 20,784,497 20,793,782 (9,285)
Risk Pool and Withholds Payable 3,278,096 2,787,564 490,532
Statutory Allowance for Claims Processing Expense 2,324,857 2,324,857 -
Other Liabilities 22,859,527 45,873,297 (23,013,770)
Total Current Liabilities $ 131,097,452 | $ 163,749,068 | §  (32,651,616)
NONCURRENT LIABILITIES:
Net Pension Liability 5,808,296 5,808,296 =
TOTAL NONCURRENT LIABILITIES $ 5,808,296 | $ 5,808,296 | $ -
| DEFERRED INFLOWS OF RESOURCES |IE 270,949 | $ 270,949 | § -
NET POSITION:
Net Position - Beg. of Year 190,541,821 190,541,821 =
Increase (Decrease) in Net Position - Current Year 5,164,740 4,200,936 963,804
Total Net Position $ 195,706,561 | $ 194,742,757 | § 963,804
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 332,883,258 | $ 364,571,070 | §  (31,687,812)

KHS11/29/2018
Management Use Only
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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 OCTOBER 31,2018 ACTUAL | BUDGET | VARIANCE
ENROLLMENT
165,473 166,900 (1,427) Family Members 1,661,092 1,651,000 10,092
59,199 58,900 299 Expansion Members 592,203 582,250 9,953
14,472 14,050 422 SPD Members 144,841 140,500 4,341
6,122 5,250 872 Other Members 60,088 51,375 8,713
8,284 8,025 259 Kaiser Members 82,437 79,125 3312
253,550 253,125 425 Total Members-MCAL 2,540,661 2,504,250 36,411
REVENUES

23,000,590 | 22,076,447 924,143 Title XIX - Medicaid - Family and Other 220,874,996 | 214,122,427 6,752,569

21,501,088 | 20,134,196 1,366,892 Title XIX - Medicaid - Expansion Members 212,659,753 | 202,435,564 | 10,224,189

12,128,124 | 11,164,810 963,314 Title XIX - Medicaid - SPD Members 113,547,033 | 109,798,638 3,748,395
8,087,777 7,713,590 374,187 Premium - MCO Tax 79,086,525 | 76,321,581 2,764,944

331,150 273,709 57,441 Interest /Dividends 3,811,540 2,708,192 1,103,348
- 115,197 (115,197) Rceinsurance Recoveries 139,352 1,139,809 (1,000,457)
325,659 - 325,659 COB/Subrogation Collections 17,438,952 - 17,438,952
212,890 - 212,890 Rate/Income Adjustments 23,465,978 - 23,465,978
142,515 - 142,515 Other Income (Expense) (232,107) - (232,107)
65,729,793 | 61,477,948 4,251,845 TOTAL REVENUES 670,792,023 || 606,526,212 || 64,265,812
EXPENSES
Medical Costs:

12,587,105 | 12,838,359 251,254 Physician Services 135,000,225 | 127,150,201 |  (7,850,024)
3,323,654 2,834,346 (489,308) Other Professional Services 30,989,489 | 28,097,846 |  (2,891,642)
4,490,225 4,184,516 (305,709) Emergency Room 46,409,379 |  41,429.258 | (4,980,121)

13,069,188 | 13,391,782 322,594 Inpatient 138,016,582 | 132,776,746 |  (5,239,837)

116,072 115,197 (875) Reinsurance Expense 1,153,627 1,139,809 (13,818)
4,785,905 4,842,066 56,161 Outpatient Hospital 56,796,437 | 48,001,194 |  (8,795,243)
3,863,995 2,422,195 | (1,441,800 Other Medical 33,273,971 | 24,062,978 |  (9,210,993)
9,382,074 9,186,968 (195,106) Pharmacy 90,582,237 | 91,138.260 556,023

490,532 490,200 (332) Pay for Performance Quality Incentive 4,916,448 4,850,250 (66,198)

2,670 - (2,670) Non-Claims Expense Adjustment 20,639,122 - (20,639,122)

1,438,167 - (1,438,167) IBNR, Incentive, Paid Claims Adjustment (2,313,250) - 2,313,250

53,549,587 | 50,305,631 |  (3,243,956) Total Medical Costs 555,464,266 | 498,646,540 | (56,817,726)

12,180,206 || 11,172,316 1,007,890 GROSS MARGIN 115,327,757 || 107.879,671 7,448,085
Administrative:

2,161,106 1,988,888 (172,219) Compensation 19,690,936 | 19,848,056 157,120

465,811 612,449 146,638 Purchased Services 5,759,364 6,146,982 387,618

67,086 101,247 34,161 Supplies 551,270 1,012,916 461,646

127,238 376,184 248,946 Depreciation 1,272,360 1,564,195 291,835

265,994 302,554 36,560 Other Administrative Expenses 2,784,291 2,995,723 211,432
3,087,235 3,381,322 294,087 Total Administrative Expenses 30,058,221 | 31,567,871 1,509,650

56,636,822 || 53,686,953 | (2,949,869)|| TOTAL EXPENSES [ 585,522,487 || 530,214,411 | (55,308,076)
9,002,971 [ 7,790,994 | 1,301,977 || OPERATING INCOME (LOSS) BEFORE TAX | 85269536 | 76,311,801 | 8,957,735
8,087,777 | 7,713,590 | (374,187 MCO TAX [ 78,041,582 | 76,321,581 | (1,720,001)
1,005,194 || 77,405 | 927,789 || OPERATING INCOME (LOSS) NET OF TAX I 7,227,954 || (9,780) 7,237,734

NONOPERATING REVENUE (EXPENSES)

- - - Reserve Fund Projects/Community Grants - B -
(41,390 (333,333) 291,943 Health Home (2,063,214 (3,333,333)] 1,270,119
(41,390) (333,333) 291,943 | TOTAL NONOPERATING REVENUES (EXPENSES) (2,063214)  (3,333,333) 1,270,119
963,804 | (255928) 1,219,732 [ NET INCREASE (DECREASE) IN NET POSITION || 5,164,740 || (3,343,113) 8,507,833 ||

92.9%]| 93.6%] 0.7%|| MEDICAL LOSS RATIO | 93.9%|| 94.0%| 0.2%)||
5.4%|| 6.3%| 0.9%]| ADMINISTRATIVE EXPENSE RATIO I 5.1%|| 6.0%| 0.9%]|
KHS11/29/2018
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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 I BUDGET | VARIANCE FOR THE MONTH ENDED OCTOBER 31, 2018 ACTUAL l BUDGET | VARIANCE
ENROLLMENT
165,473 166,900 (1,427) Family Members 1,661,092 1,651,000 10,092
59,199 58,900 299 Expansion Members 592,203 582,250 9,953
14,472 14,050 422 SPD Mcmbers 144,841 140,500 4,341
6,122 5,250 872 Other Members 60,088 SIA3TS 8,713
8,284 8,025 259 Kaiser Members 82,437 79,125 3,312
253,550 253,125 425 Total Members-MCAL 2,540,661 2,504,250 36,411
REVENUES
134.04 128.24 5.80 Title XIX - Medicaid - Family and Other 128.33 125.78 2.55
363.20 341.84 21.36 Title XIX - Medicaid - Expansion Members 359.10 347.68 11.42
838.04 794.65 43.39 Title XIX - Medicaid - SPD Members 783.94 781.48 2.46
32.98 3147 1.50 Premium - MCO Tax 32.17 31.47 0.70
1.35 1.12 0.23 Interest /Dividends 1.55 1.12 0.43
0.00 0.47 0.47) Reinsurance Recoveries 0.06 0.47 (0.41)
1.33 0.00 1.33 COB/Subrogation Collections 7.09 0.00 7.09
0.87 0.00 0.87 Rate/Income Adjustments 9.55 0.00 9.55
0.58 0.00 0.58 Other Income (Expense) (0.09) 0.060 (0.09)
267.99 250.83 17.17 TOTAL REVENUES 272.88 250.10 22.78
EXPENSES
Medical Costs:
51.32 52.38 1.06 Physician Services 54.92 52.43 (2.49)
13.55 11.56 (1.99) Other Professional Services 12.61 11.59 (1.02)
18.31 17.07 (1.23) Emergency Room 18.88 17.08 (1.80)
53.29 54.64 1.35 Inpatient 56.14 54.75 1.39)
0.47 0.47 (0.00) Reinsurance Expense 0.47 0.47 0.00
19.51 19.76 0.24 QOutpatient Hospital 23.10 19.79 (3.31)
15.75 9.88 (5.87) Other Medical 13.54 9.92 (3.61)
38.25 37.48 (0.77) Pharmacy 36.85 37.58 0.73
2.00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
0.01 0.00 (0.01) Non-Claims Expense Adjustment 8.40 0.00 (8.40)
5.86 0.00 (5.86) IBNR, Incentive, Paid Claims Adjustment (0.94) 0.00 0.94
218.33 205.25 (13.09) Total Medical Costs 225.96 205.62 (20.34)
49.66 45.58 4.08 GROSS MARGIN 46.92 44.48 2.43
Administrative:
8.81 8.11 (0.70), Compensation 8.01 8.18 0.17
1.90 2.50 0.60 Purchased Services 2.34 2.53 0.19
0.27 0.41 0.14 Supplies 0.22 0.42 0.19
0.52 1.53 1.02 Depreciation 0.52 0.64 0.13
1.08 1.23 0.15 Other Administrative Expenses 1.13 1.24 0.10
12.59 13.80 1.21 Total Administrative Expenses 12.23 13.02 0.79
( 230.92 | 219.04 | (11.88) TOTAL EXPENSES I 238.19 | 218.63 || (19.56)]|
( 37.07 | 3179 529 OPERATING INCOME (1.OSS) BEFORE TAX | 34.69 | 3147 | 322
( 3298 | 31.47 ] (1.30)] MCO TAX | 3175 31.47 | (0.28)]
(i 4.10 0.32] 3.78 OPERATING INCOME (LOSS) NET OF TAX I 2.94 (0.00)] 2.94]
NONOPERATING REVENUE (EXPENSLS)
0.00 0.00 0.00 Reserve Fund Projects/Community Grants 0.00 0.00 0.00
0.16 (1.36) (1.52) Health Home 0.81 (13.60) (14.41)
0.16 (1.36), (1.52)] TOTAL NONOPERATING REVENUES (EXPENSES) 0.81 (13.60) (14.41),
(l 3.93 (1.04)] 497  NET INCREASE (DECREASE) IN NET POSITION || 2,10 | (1.38)] 3.48
( 92.9%|| 93.6%| 0.7%][ MEDICAL LOSS RATIO I 93.9%| 94.0%]| 0.2%||
( 5.4%| 6.3%| 0.9%| ADMINISTRATIVE EXPENSE RATIO I 5.1%] 6.0%][ 0.9%]|
KHS11/29/2018
Management Use Only Page 3
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF OCTOBER 31, 2018

ASSETS OCTOBER 2018 | SEPTEMBER 2018 INC(DECQ)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,452,138 | $ 1,444,449 7,689
Interest Receivable 1,036 6,225 (5,189)
Prepaid Expenses & Other Current Assets 1,667 2,500 (833)
TOTAL CURRENT ASSETS $ 1,454,841 | $ 1,453,174 | $ 1,667
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 5,000 5,000 -
Other Liabilities 353,849 353,849 -
TOTAL CURRENT LIABILITIES $ 358,849 | § 358,849 | $ -
NET POSITION:
Net Position- Beg. of Year 1,081,027 1,081,027 -
Increase (Decrease) in Net Position - Current Year 14,965 13,298 1,667
Total Net Position $ 1,095,992 | $ 1,094,325 | $ 1,667
TOTAL LIABILITIES AND NET POSITION | $§ 1,454,841 | § 1,453,174 | $ 1,667
KHS11/29/2018
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 OCTOBER 31, 2018

YEAR-TO-DATE

ACTUAL | BUDGET | VARIANCE

ENROLLMENT

-1 E = Members -1 = -]
REVENUES
- - - Premium - - -
2,500 5 2,500 Interest 20,630 - 20,630
- - - Other Investment Income 2,668 - 2,668
2,500 E 2,500 TOTAL REVENUES 23,298 = 23,298
EXPENSES
Medical Costs
- - = IBNR and Paid Claims Adjustment = - 3
- - - Total Medical Costs - - -
(l 2,500 || - 2,500 || GROSS MARGIN I 23,298 || =i 23,298 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 8,333 - (8,333)
833 - (833) Total Administrative Expenses 8,333 - (8,333)
[ 833 || - (833)] TOTAL _EXPENSES I 8,333 | -1 (8,333)]
( 1,667 || -l 1,667 | OPERATING INCOME (LOSS) f 14,965 || - 14,965 |
( - - - TOTAL NONOPERATING REVENUE (EXPENSES) || - - -]
I 1,667 || -1 1,667 | NET INCREASE (DECREASE) INNET POSITION _ | 14,965 || - 14,965 ||
( 0%|| 0%][ 0% MEDICAL LOSS RATIO I 0% 0% 0%|
I 33%|| 0% -33%| ADMINISTRATIVE EXPENSE RATIO Il 36%| 0% -36%)|
KHS11/29/2018
Management Use Only Page 14
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