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KHS Finance Committee Meeting, February 7, 2020

AGENDA

FINANCE COMMITTEE MEETING

KERN HEALTH SYSTEMS
2900 Buck Owens Boulevard
Bakersfield, California 93308

Friday, February 7, 2020

8:00 A.M.

All agenda item supporting documentation is available for public review at Kern Health Systems in
the Administration Department, 2900 Buck Owens Boulevard, Bakersfield, CA 93308 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, Hinojosa, 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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Finance Committee Meeting 2/7/2020
Kern Health Systems

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 December 6, 2019 -
APPROVE

Report on Kern Health Systems investment portfolio for the fourth quarter ending
December 31, 2019 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Report on 2019 annual review of the Kern Health Systems Investment Policy
(Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Report on 2019 Annual Travel Report (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

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

Report on Kern Health Systems financial statements for November 2019 (Fiscal
Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS

Report on Accounts Payable Vendor Report, Administrative Contracts between
$30,000 and $100,000 for November 2019 and IT Technology Consulting
Resources for the period ended November 30, 2019 (Fiscal Impact: None) —
RECEIVE AND FILE; REFER TO KHS BOARD OF DIRECTORS
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Kern Health Systems

ADJOURN TO FRIDAY, APRIL 10, 2020 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,
2900 Buck Owens Boulevard, Bakersfield, California 93308 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
2900 Buck Owens Boulevard
Bakersfield, California 93308

Friday, December 6, 2019

8:00 A.M.

COMMITTEE RECONVENED

Members present: Deats, Hinojosa, Melendez, Rhoades

Members absent: McGlew

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
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COMMITTEE MEMBER ANNOUNCEMENTS OR REPORTS

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

NO ONE HEARD

Minutes for KHS Finance Committee meeting on October 4, 2019 -
APPROVED
Rhoades-Melendez: 4 Ayes; 1 Absent — McGlew

Report on Kern Health Systems investment portfolio for the third quarter ending
September 30, 2019 (Fiscal Impact: None) —

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

Proposed policy with IOA RE for reinsurance to mitigate costs incurred by Kern
Health Systems for members with high dollar inpatient admissions from January 1,
2020 through December 31, 2020 in an amount not to exceed $0.29 per member
per month (Fiscal Impact: $876,003 estimated; Budgeted) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Rhoades-Melendez: 4 Ayes; 1 Absent — McGlew

Report on New Office Building Expenditures (Fiscal Impact: None) —
RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent — McGlew

Proposed Kern Health Systems 2020 Operating and Capital Budgets (Fiscal
Impact: None) —

APPROVED; REFERRED TO KHS BOARD OF DIRECTORS

Melendez-Deats: 4 Ayes; 1 Absent — McGlew

Proposed Budget Request for 2020 Project Consulting Professional Services, from
January 1, 2020 through December 31, 2020 (Fiscal Impact: $4,236,600;
Budgeted) —

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

Report on Kern Health Systems financial statements for September 2019 and
October 2019 (Fiscal Impact: None) —

RECEIVED AND FILED; REFERRED TO KHS BOARD OF DIRECTORS
Rhoades-Melendez: 4 Ayes; 1 Absent — McGlew
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10) Report on Accounts Payable Vendor Report, Administrative Contracts between
$30,000 and $100,000 for September 2019 and October 2019 and IT Technology
Consulting Resources for the period ended September 30, 2019 (Fiscal Impact:
None) —

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

ADJOURN TO FRIDAY, FEBRUARY 7, 2020 AT 8:00 A.M.
Deats
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: February 7, 2020

Re: Quarterly Review of Kern Health Systems Investment Portfolio

Background

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

e Preservation of principal

e Liquidity

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

Short-Term Portfolio (Under 1 year)

Funds held in this time frame are typically utilized to pay providers, meet operating expenses and
fund capital projects. Additionally, extra liquidity is maintained in the event the State is late with
its monthly capitation payment.

Long-Term Portfolio (1-5 years)

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

Requested Action

Receive and File; Refer to KHS Board of Directors.
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Kern Health Systems
Investment Portfolio
December 31, 2019

Short Term Portfolio {under 1 year)

Funds held in this time frame are typically utilized to pay providers, meet operating expenses, distribute pass-through monies
waiting for additional approvals and/or support to be paid and monies owed to the State for MCO Taxes.
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) (3 2,200,000 1.08% 100% 1.50% 1 Day None
Morgan Stanley Money Market {A) (1) $ 25,300,000 12.39% 20% 1.45% 1 Day None
Local Agency Investment Fund {LAIF) (B) (2) $ 64,500,000 31.59% 50% 1.99% 2Days None
Subject to Interest
US T-Bills at Wells Fargo (1) $ 40,000,000 19.59% 100% 1.48% 1 Day Rate Fluctuations
Sublect to Interest
KHS Managed Portfolio at Wells Fargo (C) (1) S 4,000,000 1.96% 1.68% 3 Days Rate Fluctuations
Sub-Total $ 136,000,000 66.60% 1.72%
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) S 64,800,000 31.73% 1.75% 3 Days  Fluctuations
Subject to Interest
Rate and Credit
KHS Managed Portfolio at Wells Fargo (] $ 3,400,000 1.67% 2.00% 3 Days Fluctuations
Sub-Total $ 68,200,000 33.40% 1.76%
Total Portfolio $ 204,200,000 100.00% 1.73%
Yleld Curve
A
AA Corporate  Corporate
Yield Curve Treasuries Bonds Bonds CD's
| year 1.52% 1.70% 1.80% 1.60%
2 year 1.54% 1.70% 1.84% 1.60%
3year 1.55% 1.72% 1.85% 1.65%
5 year 1.60% 1.83% 2.03% 1.75%

(A) $18.5 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 $88.9 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 are primarily utilized to fund various Grant Programs and 2020 capital projects.
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WELLS

FARGO SECURITIES

Wells Fargo Bank, N.A.

333 SOUTH GRAND AVENUE
8TH FLOOR

LOS ANGELES CA 90071

JONATHAN CHUANG
1-213-253-6202

£76947 %01 1505 092 23027 UN#I93121B-0000/2/1 /45880010 5483 0" 02710
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Bank Account Statement
Wells Fargo Bank, N.A.

Page 1 of 5

Statement Period

12/01/2019 - 12/31/2019

KERN HEALTH SYSTEMS
2900 BUCK OWENS BOULEVARD

Account Value Summary usp

Account Number

This summary does not reflect lhe
value of unpriced securities,
Repurchase agreements ara rellected
al par value.

Amounl Last Amount This Y%
Statemenl Period Statement Period Partfolio
Cash 000 $ 0.00 0%
Money Market Mutual Funds 40,030,240.02 25,338,694.98 35%
Bonds 41,507,006.97 47,363,647.89 65%
Stocks 0.00 0.00 0%
Total Account Value §  ©91,537,24699 § 72,702,342.87 100%
Value Change Since Last Statement Period $ (8,834,904.12)
Percent Decrease Since Last Statement Period 1%
Value Last Year-End $ 96,963,495.64
Percent Decrease Since Last Year-End 25%
Income Summary usp
This Period Year-To-Date
Interest $ 48,106.15 § 477,023.40
Dividends/Capital Gains 0.00 0.00
Money Market Mutual Funds Dividends 35,117.19 572,621.39
Other 0.00 0.00
Income Total $ 83,223.34 § 1,049,644.79
Interest Charged usp
Description This Period
Debit Interest For December 2019 0.00
Total Interest Charged s 0.00
Money Market Mutual Funds Summary usp
Dascription Amolnt
Opening Balance S 40,030,240,02

Deposits and Other Additions 191,219,247.17

Distributions and Other Subtractions (205,945,909.40)

Dividends Reinvested 35,117.19

Change in Value 0.00
3 25,336,694.98

Closing Balance

Safekeeping



Important Information

This slatement Is provided to cuslomers of Wells Fargo Securities, LLC
("WFS"), broker dealer 0250, Slalements are provided monthly for
accounts with transactions and/or securily positions, The accounl
statement contains a list of securities held in safekeeping by WFS as of
Ihe stalement date and provides details of purchase and sale
transaclions, the receipt and disbursement of cash and securilies, and
other activilies relating lo the account during the sialement period.

For WFS customers who choose to mainiain a safekeeping accounl al
Wells Fargo Bank, N,A. ("Bank"), this statement is accompanied by a
separale Bank K g The Bank salekeeping statemenl,
if applicable, conlains a list of held in by the Bank
as of the statemenl date.

Pricing: Security and brokered centificale ol depasit (‘CD") prices shown
an the slalement are oblained from independenl vendors or internal
pricing modals. Whila wo boliove the prices aro relisble, we cannot
guaraniee their accuracy, For exchange-listed securitios, the price
providad i the closing price at month end. For unkisted securities, it is the
“bid* price at month ond. The pnce of COs thal mature in one year or less
are shown ot last price traded, The price of CDs thal mature in greater
lhan one year and of olher instrumenls that lrade infrequently are
eslimated using similar securities for which prices are available, Prices on
Ihe slalemenl may not necessarily be oblained when Lhe assel is sold,

Brokered CD Pricing: Like bands, brokered CDs are subject lo price
{luctualion and the value of a CD, it sold prior to maturity, may be less
than at the time of its purchase. Significant loss of principal could result.
While WFS generally makes a market in CDs it underwries, the
secondary market for CDs thal it does not underwrite may be very limited.
In Ihose cases, WFS will use ils best ellorls lo help inveslors find a buyer.

SIPC: WFS is a member of lhe Securtlies Inveslor Prolection Corporalion
("SIPC"). In the event ol insoh or liquidation of WFS, ies held
in safekeeping at WFS are covered by SIPC agalnst the loss, but nol
nvesimen risk; up 1o & maximurm of $500,000 par customer, which
ncludes a 250,000 limit on claims lor cash hald in tha sceount, SIPC
protection does not provide any pratection whatsogver against invesiment
sk, including the loss of principal on an investmenl, This coverage does
nal apply to sacuritios held in safeksoping by the Bank. Addilional
informatian about SIPC, including @ SIPC brochure, may be oblained by
visiling www.sipc.org or by calling SIPC al 1-202-371-8300.

FINRA BrokerCheck Program: WFS is a member of lhe Financial
Industry Regulatory Authority {FINRA). Under its BrokerCheck program,
FINRA provides certain information regarding the disciplinary history of
broker/dealers and lheir associaled persons. Information can be oblained
from the FINRA BrokerCheck program hotline number (1-B00-289-3985)
or the FINRA website (www.finra.org). A brochure describing the FINRA
BrokerCheck program will be Turnished upon writlen requesl.

KHS Finance Committee Meeting, February 7, 2020

Free Credit Balances: Any customor lreo crodit balancas may be used in the
business of WFS subject to limitation of 17 CFR Seclion 240§ 15¢(3)-3 under
ihe Securitivs Exchanga Acl ol 1834, In the course of nomal business
oporalians, 4 customar has the right 1o rocoive delivery of the lollowing: any
frae credil balances ko which he or she s enlitled, any fully pard sacurities to
which he or she is enlitled, and any securities purchased on margin upon jull
payment of indebtedness to WFS.

Equity Order Routing: WFS will ganerally route equily and listed options
orders laking into consideralion among other factors, the quality and speed of
execulion, as well as he credils, cash or other paymenls il may recewe from
any exchange, broker-dealer or markel cenler. This may nol be Irue if a
customner has direcled or placed limits on any orders, Whenever possible,
WFS will roule orders in an altempl to obtain executions al prices equal or
superior to Ihe nationally displayed besl bid or offer. WFS will also allempl lo
oblain the best i gi of any p it may receive. The
nalure and source of credils and paymenls WFS receives in conneclion wilh
specific orders will s fumished 10 a customar upon requast, WF'S preparos
quarterly reports describing its order rouling practices for non-directed orders
routed 1o a particular venus far exacution, A primed copy of this report along
wilh other pli and regul i ion s avallable upan wilten
request or by visiling: hitps:ifw ) i

ecuri

Equity Extended Hours Trading: See important inlormalion relaling to
equilies Irading before and after regular trading hours at:

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

Page 2 of 5

Mutual Funds: The distribulor of Wells Fargo Funds is affilialed with
WFS/Wells Fargo Securilies, LLC.

Institutional Prime and Institulional Tax Exempt money market mutual
funds are required o price and transact at a nel asset value ("NAV") per
share that [lucluates based upon the pricing ol lhe underlying parliolio of
securities and this requirement may impaci the value of those lund
shares, Addili litulional Prime and Instituli Tax Exempl
{unds may be subject to redemption fees and/or gates that can aflect the
availability of funds invested.

Mulual lunds are sold by prospectus, which includes more complele
informalion on risks, charges, expenses and olher mallers of inlerest.
Investors should read the prospecius carefully before invesling.

Financial WFS financial are available upon
request,
Trade Confi i h and sales are subjact to

Lhe terms and conditions stated on the Irade confirmation refaling lo that
Iransaclion. In the evenl of a conllict between the {rade confirmalion and
Ihis slalement, the Irade confirmation will govern.

Listed Options: Commissions and olher charges related lo the
ion of listed option ir have been included in
ions of such thal have been p ly
and are available upon request. Prompltly advise your WFS sales
representalive of any malerial change in your invesimenl objeclives or
linancial silualion,

cancoled by you, Failure 1o cancel an apen order may resultin the
baing oxecutad for your account. WES has no responsibility to cancel an open
order at its own initialive,

Dividend Reinvestment: In any dividend reinvestment transaction, WFS
acled as agent. Additional informalion regarding transactions of this nalure will
be furnished to a customer upon written requesl.

C Ci and Reporting Di
complaints, reporting ir ies or di
promptly reporled in writing lo:

Cuslomer
ies should be

Customer Service

90 Soulh 7lh Street

S5th Floor, MAC N8305-05F
Minneapolis, MN 55402

their

Accaunt Transfers: A lee will be charged lo
exisling WFS account to anolher broker/dealer or any other financial
institulion,

Non-deposit product offerod or sold by
WFS, including mutual funds, are not foderally insured or guaranteed by
or abiigations of the Federal Deposit Insurance Corporation ("FDIC”),
the Federal Heserve System or any other agency: are not bank deposits;
are not of, or or in any way by any
bank or WFS: and are subject to risk, including the possible loss of
principal, that may cause the value of the invesiment and investment
return to fluctuate.

When the investment is sold, the value may be higher or lower than the
amount originally invested. WFS is a subsidiary of Welis Fargo &
Company, is not a bank or thrift, and | ata from any other
affiliated bank or thritl. WFS is a repistered broKer-doalar and member
of FINRA. No altiliale of WFS is responsible for the securities sold by
WFS.

G may also reporl p inacecuracies or discrepancies
by calling 1-800-645-3751 oplion 5. Inlernational callers should call
1-877-856-B878. To further protect their rights, including righis under the
Securities Investor Protection Act, customers should also re-confirm in
wriling 1o lhe above address any oral communicalions with WFS relaling
to lhe Inaccuracies or discrepancies.

Wells Fargo Bank, N.A. Institutional Deposit: Funds invesled in the
Instilutional Deposit are on deposit at Wells Fargo Bank, N.A. and
balances are insured by the Federal Deposil Insurance Corporalion
("FDIC") up to Lhe full amount allowable by |aw. Inslitulional Deposit
balances are nol insured by the Securilies Investor Prolection
Corporation {"SIPC"). For further details, see the instilufional Deposi
Producl Description.
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KERN HEALTH SYSTEMS 9 B132019
Account Number:
Portfolio Holdings Security positions held with Welis Fargo Bank N.A.
Current Par/ Market Market Original Par
Securily ID Description Maturity Date Coupon Original Par Price* Value Pledged** Callable
Bonds usD
912796WM7 UNITED STATES TREASURY BILL 01/07/20 0.000% 30,000,000.000 99.9810 29,994,300.00
912796WN5 UNITED STATES TREASURY BILL 01/14/20 0.000% 10,000,000.000 99.9511 9,995,110.00
94988J5L7 WELLS FARGO BANK NA 01/15/20 2.400% 2,000,000.000 100.0145 2,000,290.94 N
0258M0DX4 AMERICAN EXPRESS CREDIT 09/14/20 2.600% 2,000,000.000 100.3682 2,007,363.50 Y
43815HAB3 HAROT 2018-3 A2 12/21/20 2.670% 366,434.180 100.0847 366,744.55
2,000,000,000
17305EGBS CCCIT 2017-A3 A3 04/07/22 1.920% 3,000,000.000 99.9946 2,999,838.90 N
47,366,434.180 47,363,647.85 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 io the Pledge Detail Report for more information.
Daily Account Activity
Your i ions during this period.
Selllement /

Transaclion / Effective Pancipal Income Debit/ Credil
Trade Dale  Date Aciivity Security ID__ Description Par / Quantity Price Amounl Amount Amounl
Transaction Activity usD
12/02/19 12/02/19  Security Receipt 912796WH8  UNITED STATES TREASURY BILL 30,000,000.00 99.9664440  (29,989,933.33) 0.00 (29,989,933,39)
12/04/19 12/0419  Security Receipt 912796WJ4  UNITED STATES TREASURY BILL 35,000,000.00 99.9465560  (34,981,294.45) 0.00 (34,981,294,45)
12/04/19 12/04/19  Security Receipt 912786WL9  UNITED STATES TREASURY BILL 15,000,000.00 99.8845000  (14,982,675.00) 0.00 (14,982,675.00)
12/09/19  12/09/19  Security Receipt 912796WJ4  UNITED STATES TREASURY BILL 30,000,000.00 99.9671110  (29,990,133.33) 0,00  (29,990,133.33)
121618 12/17119  Security Receipt 912796WK1  UNITED STATES TREASURY BILL 50,000,000.00 99,8712220  (49.985,611,11) 0.00  (49,985,611.11)
12/23/19 12/24/19  Security Receipt 912796WM7 UNITED STATES TREASURY BILL 30,000,000.00 99,9436110  (29,963,083,33) 0.00 (29,963,083.33)
122718 12727118 Swcurity Hocoipt $12796WH5  UNITED STATES TREASURY BILL 10,000.000.00 S6.6275000  [9.892.750,00) 0.00 19,952, 750.00)
Income / Payment Activity usD
12/03/19 12/63/19  Malured 912796WG0  UNITED STATES TREASURY BILL 30,000,000.00 30,000,000.00
121019 12/1018  Malured 912796WHS  UNITED STATES TREASURY BILL 30,000,000.00 30,000,000,00
12/16/19 12/16/13  Matured 49327M2F0  KEY BANK NA 1,000,000.00 1,000,000.00
1216119 121619 Interest 49327M2F0  KEY BANK NA 9,123.29 9,123.29
1216119 12/16/19  Inlerest 49327M2F0  KEY BANK NA 12,500,00 12,500.00
12/16/18 12/1619  Matured 91324PCG5 UNITEDHEALTH GROUP INC 3,000,000.00 3,000,000.00
12/16/18 12/16/19  Interest 91324PCG5  UNITEDHEALTH GROUP INC 34,500.00 34,500,00
1271719 1217119 Interest Reversal 49327M2F0  KEY BANK NA (9,129.29) {9.123.20)

226913 1011506 1011 2202/ UNST03 12180000 1271 146380910 €44€3 DY0320
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Daily Account Acti

ity (Continued)
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Statement Ending: December 31, 2019

Your during this period.
Settiement /

Transaction/ Effective Principal Income Debit / Credit
Trade Dale  Date Activity Securily [D__Description Par / Quanlity Price Amount Amount Amc‘m
Income / Payment Activity usD
121719 1211719 Matured 912796WJ4  UNITED STATES TREASURY BILL 65,000,000,00 65,000,000,00
12/2319 12/23n9  Paydown 43815HAB3  HARQT 2018-3 A2 130,712.17 130,712.17
12/23/19  12/23119  Interesl 43815HAB3  HAROT 2018-3 A2 1,106.15 1,106.15
12/24119 12/24/19  Maiured 912796WK1  UNITED STATES TREASURY BILL 50,000,000.00 50,000,000.00
12/31/19 12/3119  Matured 912796WL8 UNITED STATES TREASURY BILL 15,000,000.00 15,000,000.00
Cash Activity usD
Transaction / Selllement/ Debil Amount/  Crediit Amounl/
Trade Date  Ell, Date  Aclivily Descriplion Disbursoments Receipls
12/04/119 12/04/19  ACH/DDA Transaction DESIGNATED DDA 5,000,000.00
12/04/19 12/04119  ACH/DDA Transaction DESIGNATED DDA 64,000,000.00
12/06/19 12/06/19  ACH/DDA Transaction DESIGNATED DDA 2,000,000.00
12110119 12/10/19  ACH/DDA Transaction DESIGNATED DDA 7,000,000.00
121119 121119 ACH/DDA Transaction DESIGNATED DDA 5,000,000.00
12/16/19 12/16/19  ACH/DDA Transaction DESIGNATED DDA 20,000,000.00
1211719 12/1719  ACH/DDA Transaction DESIGNATED DDA 4,000,000.00
12/18/19 12/18/19  ACH/DDA Transaction DESIGNATED DDA 5,000,000.00
12/26/19  12/26/19  ACH/DDA Transaction DESIGNATED DDA 5,000,000.00
12/26/19 12/26/19  ACH/DDA Transaction DESIGNATED DDA 7,000,000.00
12/30/19 12/30/19  ACH/DDA Transaction DESIGNATED DDA 13,000,000.00
12/30/19 12/3019  ACH/DDA Transaclion DESIGNATED DDA 13,000,000.00
12/3119  12/31/19  ACH/DDA Transaclion DESIGNATED DDA 13,000,000.00
Money Market Fund Activity
Morgan Stan TreasSvc e Dividend paid 7 day* 30 day*
*As of December 31, 2019 this period simple yield simple yield
usoD 35,117.19 1.450% 1.460%
Transaction

Date Agtivity Shares Prca Market Value (3] Dividend Amount Share Balance

Beginning Balance 1.0000 3?5.550.233.&% 40,030,240.02000

12/02/19 Redemption {29,989,933.33000) (29,989,933.33) 10,040,306.69000
12/02/19 Reinvest 35,117.19000 35,117.19 10,075,423.88000
12/03/19 Purchase 30,000,000.00000 30,000,000.00 40,075,423.88000
12/04119 Purchase 64,000,000.00000 64,000,000.00 104,075,423.88000
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KERN HEALTH SYSTEMS st Ending:§ D af2019
Account Number: Sl
Money Market Fund Activity (Continued)
Transaclion
Date Activity Shares Price Market Value (5) Dividend Amaount Share Balance
12/04119 Redemption (5,000,000.00000) (5,000,000.00) 99,075,423.88000
12/04/19 Redemption (34,981,294.45000) (34,981,294.45) 64,094,129.43000
12/04/19 Redemption (14.882,675.00000) (14,982 675.00) 49,111,454,43000
12/06/19 Redemption (2,000,000.00000) (2,000,000.00) 47,111,454,43000
12/09/19 Redemption (29,990,133.33000) (29,990,133.33) 17,121,321.10000
12/10/19 Purchase 30,000,000.00000 30,000,000.00 47,121,321.10000
12/10/19 Redemption (7,000,000.00000) (7,000,000.00) 40,121,321.10000
12/11/19 Redemption (5,000,000.00000) (5,000,000.00) 35,121,321.10000
12/16/19 Purchase 4,047,000.00000 4,047,000.00 39,168,321.10000
12/16/19 Redemption (20,000,000.00000) (20,000,000,00) 19,168,321.10000
121719 Purchase 15,023,512.18000 15,023,512.18 34,191,833.28000
12/17/18 Redemption (4,000,000.00000) (4,000,000.00} 30,191,833.28000
12118119 Redemption (9,123.29000) (9,123.29) 30,182,709.99000
12/18/19 Redemption (5,000,000.00000) (5,000,000.00) 25,182,709.99000
12/23/19 Purchase 131,818.32000 131,818.32 25,314,528.31000
12/24119 Purchase 20,016,916.67000 20,016,916.67 45,331,444,98000
12/26/19 Redemption (5.000,000.00000) (5,000,000.00) 40,331,444.98000
12/26/19 Redemption (7.000,000.00000) (7,000,000.00) 33,331,444.98000
12/27119 Redemption (9,992,750.00000) (9,992,750.00) 23,338,694.98000
12/30/19 Purchase 13,000,000.00000 13,000,000.00 36,338,694.98000
12/30/19 Redemption (13,000,000.00000} (13,000,000.00) 23,338,694.98000
12/31/19 Purchase 15,000,000.00000 15,000,000.00 38,338,694.98000
12/31/19 Redemptian (13,000.000,00000) (13.000,000.00) 25,338,694,98000
Ending Balance 1.0000 25,338,694.98 25,338,694.98000

70384 011506 093 2502 UN#305 1318.0960/2/ 1 /4548.0010 5463 010220 ¥
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Pooled Money Investment Account
Portfolio Composition (1)
12/31/19
$88.9 billion

Commercial
- Paper Loans
7.61% 0.68%

Time Deposits
5.33%

Certificates of

Deposit/Bank
Notes
18.16% Treasuries
53.88%

Agencies
14.32%

Percentages may not total 100% due to rounding

PMIA Average Monthly
Effective Yields!?

Dec 2019 2.043
Nov 2019 2.103
Oct 2019 2.190

LAIF Quarterly Performance
Quarter Ended 12/31/19

Apportionment Rate'™:  2.29
Earnings Ratio®:  0.0000625008577897
Fair Value Factor: 1001770298
Daily™:  2.02%
Quarter to Date™: 2.11%
Average Life!V: 226

PMIA/LAIF Performance Report
as of 01/15/2020

KHS Finance Committee Meeting, February 7, 2020
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PMIA Daily Rates'

Average |

Quarter to | Maturity

Date Daily Yield* | Date Yield | (in days)
12/16/19 2.04 2.13 226
12/17/19 2.04 2.13 226
12/18/19 2.04 2.13 227
12/19/19 2.04 2.13 226
12/20/19 2.03 2.12 224
12/21/19 2.03 2.12 224
12/22/19 2.03 2.12 224
12/23/19 2.03 2.12 222
12/24/19 2.03 2.12 225
12/25/19 2.03 212 225
12/26/19 2.03 2.12 224
12/27/19 2.03 2.12 227
12/28/19 2.03 2.12 227
12/29/19 2.03 2.12 227
12/30/19 2.03 2.11 224
12/31/19 2.02 2.11 226
01/01/20 2.03 2.03 224
01/02/20 2.00 2.02 231
01/03/20 2.00 2.01 229
01/04/20 2.00 2.01 229
01/05/20 2.00 2.01 229
01/06/20 2.00 2.00 226
01/07/20 1.99 2.00 224
01/08/20 1.99 2.00 224
01/09/20 1.99 2.00 224
01/10/20 1.98 2.00 223
01/11/20 1.98 2.00 223
01/12/20 1.98 2.00 223
01/13/20 1.98 1.99 220
01/14/20 1.97 1.99 221
01/15/20 1.96 1.99 228

*Daily yield does not reflect capital gains or losses

View Prior Month Daily Rates

Notes: The apportionment rate includes interest earned on the CalPERS Supplemental Pension Payment pursuant to
Government Code 20825 (c)(1) and interest earned on the Wildfire Fund loan pursuant to Public Utility Code 3288 (a).

Source:
(1) State of California, Office of the Treasurer
(2) State of Calfiornia, Office of the Controller
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: February 7, 2020

Re: 2019 Annual Review of Kern Health Systems Investment Policy

Background

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

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

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

e Preservation of principal
e Liquidity
e Yield

UBS is a national brokerage firm with a Bakersfield office that administers the KHS Board approved
investment policy in a segregated account. Investments are in high quality bonds and FDIC insured
certificates of deposit with an average duration of approximately 1.5 years. For the 2019 year UBS
investments earned the highest returns.

The Local Agency Investment Fund (LAIF) is a public agency that allows smaller public agencies
to pool their money and get the economies of scale that larger agencies with large portfolios receive.
The California State Treasurer operates LAIF. Because it serves many agencies with short term
liquidity needs, investments have an average duration of approximately 7 months.

Wells Fargo is KHS’ local bank. This is beneficial since surplus cash can be easily moved to and
from the checking accounts. KHS invests directly with the Wells Fargo Securities Fixed Income
division in high quality bonds, commercial paper, FDIC insured certificates of deposit and a Money
Market Fund.

Requested Action

Receive and File; Refer to KHS Board of Directors.
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Attachment 1

(

KERN HEA%"I‘H

—— e

KERN HEALTH SYSTEMS

POLICY AND PROCEDURES
| POLICY #: 80.11-1

SUBIJECT: Investment Policy
DEPARTMENT: Finance

Effective Date: Review/Revised Date: | DMHC { PAC
201010 | o/ Jwo fzoss  [DHCS | QUM COMMITTEE
) BOD FINANCE COMMITTEE

: vy L A )-7/“ 5 /< Dule 7’4/3}/ il
Dodglas A. Hayward / / ' 77
- Date tf/;! o / /(
Chief Financial Officer =

Chief Exeeittive Officer
th Of A ,\r—?{}‘ : Date ?/f 7// b

Chiel Operating Officer  *—

pae WS

POLICY:
This Annual Investment Policy sets forth the investment guidelines for all Operating Funds and

Board-Designated Reserve Funds of Kemn Health Systems invested on and after the date of adoption.
The objective of this Annual Investment Policy is to ensure Kern Health Systems' funds are prudently
invested according to the Board of Director's objectives to preserve capital, provide necessary
liquidity and 1o achieve a market-average rate of return through economic cycles.

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

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

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

principal or interest based upon then prevailing rates.

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

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

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

risk and market risk.

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

Investment Policy.

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

return.

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

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

THE PRUDENT PERSON STANDARD: When investing, reinve§ting, purchasing, acquiring,
exchanging, selling, or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including but not limited to, the general economic

conditions and the anticipated needs of Kern Health Systems, that a prudent person acting in a like

capacity and familiarity with those matters would use in the conduct of funds of a like character and

with like aims, to safeguard the principal and maintain the liquidity needs of the agency.

Kern Health Systems
Policy §0.11-I Investment Policy
Revised: 04/2015
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v.

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

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

Systems’ investments.

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

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

Chief Financial Officer.

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

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

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

of Directors quarterly.

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

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

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

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

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

Directors in accordance with Code Section 53646(b).

Kern Health Systems
Policy 80.11-I Investment Policy

Revised: 04/2015
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D. Chief Financial Officer’s Procedures
The following procedures will be performed by the Chief Financial Officer:

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

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

Manager to termination for cause.

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

this policy.

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

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

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

Committee of the Board of Directors.

2. Quarterly review Kern Health Systems’ investment portfolio for conformance with Kern
Health Systems’ Annual Investment Policy diversification and maturity guidelines, and
make recommendations to the Finance Committee of the Board of Directors as

appropriate.

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

4. Perform such additional duties and responsibilities as may be required from time to time by

specific action and direction of the Board of Directors.

Kern Health Systems
Policy 80.11-1 Investment Policy
Revised: 04/2015
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DEFINITIONS
A, Operating Funds are intended to serve as a money market account for Kern Health Systems to

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

operations.

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

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

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

purchased.
Permitted investments shall include:

A. U.S. Treasuries

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

U.S. Government securities include:

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

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

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

book-entry record-keeping system.

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

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

investments pursuant to the Annual Investment Policy.

Maximum term: Five Years

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

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

specifically allowed:
Federal Home Loan Banks (FHLB)
Federal Home Loan Mortgage Corporation (FHLMC)
Federal National Mortgage Association (FNMA)
Federal Farm Credit Banks (FFCB)
Student Loan Marketing Association (SLMA)
Government National Mortgage Association (GNMA)
Small Business Administration (SBA)
Export-Import Bank of the United States
. U.S. Maritime Administration
10. Washington Metro Area Transit
11. U.S. Department of Housing & Urban Development
12. Tennessee Valley Authority
13. Federal Agricultural Mortgage Company (FAMC)
14, Temporary Liquidity Guarantee (TLG) Program securities
15. Temporary Corporate Credit Union Liquidity Guarantee Program (TCCULGP) securities

P E NG N

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

C. State of California and Local Agency Obligations

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

investments.

Maximum Term: Five yeats

D. State and Local Agency Obligations Outside of California

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

6

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

43/102



KHS Finance Committee Meeting, February 7, 2020

447102

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

Purchase.

Maximum Term: Five years

Maximum of 20% of the portfolio

E. Bankers Acceptances

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

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

recognized rating agency.

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

Maximum Term: 180 days

Commercial Paper

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

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

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

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

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

Maximum Term: 270 days

Negotiable Certificates of Deposit

Kern Health Systems
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A negotiable (marketable or transferable) receipt for a time deposit at a bank or other financial
institution for a fixed time and interest rate. Ne gotiable Certificates of Deposit must be issued
by a nationally or state-chartered bank or state or federal association or by a state licensed
branch of a foreign bank, which have been rated F1 or better by Fitch Ratings, or are rated A-1
for short-term deposits by Standard & Poor's and P-1 for short-term deposits by Moody's, or

are comparably rated by a nationally recognized rating agency. Maturities greater than one
year and less than five years shall not exceed the FDIC Insurance maximum amount at the time

of purchase.

Maximum term: Five years

H. Repurchase Agreements

A purchase of securities under a simultaneous agreement to sell these securities back at a fixed

price on some future date.

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

by Standard & Poor's, provided:

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

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

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

Systems; and

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

valuation.

Maximum Term: One year

Reverse repurchase agreements are not allowed.
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Corporate Debt Securities

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

United States.

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

service on longer term debt, and

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

($500,000,000), and

3. May not represent more than ten percent (10%) of the issue in the case of a specific
public offering. This limitation does not apply to debt that is "continuously offered"
in a mode similar to commercial paper, i.e. medium term notes ("MTNs"). Under no
circumstance can the MTNs or any other corporate security of any one corporate issuer
represent more than 5% of the portfolio.

Maximum Term: Five years
Money Market Funds

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

money market funds):

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

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

Mortgage or Asset-backed Securities

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

payments to the investor.
Though these securities may contain a third party guarantee, they arc a package of assets being

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

Kern Health Systems
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Any mortgage pass-through security, collateralized mortgage obligations, mortgage-backed or

other pay-through bond, equipment lease-backed certificate, consumer receivable

pass-through certificate, or consumer reccivable-backed bond which
1. Are rated AAA (Code AA) by a nationally recognized rating service, and

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

Maximum Term: Operating Funds — Five years
I3 Variable and Floating Rate Securities

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

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

within 5 years.

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

Maximum Term: Operating Funds — Five Years

M. Local Agency Investment Fund (LAIF)

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

hours’ notice.

Maximum Term: Five Years
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VIIL

POLICIES

A. Securities Lending

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

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

Other Investments

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

investment.
Underlying Nature of Investments

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

relationship through contracting, purchasing or other arrangements.

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

Investment Managers

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

Section 53601.5 and this Annual Investment Policy.

Derivatives

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

allowed.
Rating Category

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

minus sign or other modifier.
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H. Rating Downgrades

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

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

downgrade.

I Maximum Stated Term

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

J. Diversification Guidelines

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

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

MAXIMUM % OF PORTFOLIO AT
TIME OF PURCHASE

INSTRUMENTS

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

B. Federal Agencies and U.S. Government 100%
Sponsored Enterprises

C. State of California and Local Agency 100%
Obligations

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

E. Bankers Acceptances 40%

F. Commercial Paper 25%

G. Negotiable Certificates of Deposit 30%

H. Repurchase Agreements 100%

1. Corporate Securities 30%

12
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TIME OF PURCHASE
INSTRUMENTS

MAXIMUM % OF PORTFOLIG AT

J. Money Market Funds 20%

K. Mortgage and Asset-backed Securities 20%

-

L. Variable and Floating Rate Securities 30%

M. Local Agency Investment Fund (LAIF) 50%

Issuer/Counterparty Diversification Guidelines — The percentages specified below shall

be adhered to on the basis of the entire portfolio:

i.  Any one Federal Agency or Government Sponsored Enterprise 35%
ii. Any one repurchase agreement counterparty name

If maturity/term is < 7 days 50%

If maturity/term is > 7 days 25%

Issuer/Counterparty Diversification Guidelines for All Other Securities described in
Subsections A-K in VIL Permitted Investments of this Annual Investment Policy.

Any one corporation, bank, local agency, or other corporate name for one or more
series of securities, and specifically with respect to special purpose vehicles issuers
for mortgage and asset-backed securities, the maximum applies to all such securities

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

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

purchase.

Each Investment Advisor shall adhere to the diversification limits discussed in this
section. If one Investment Advisor exceeds the aforementioned diversification
limits, the Investment Advisor shall inform the Kern Health Systems Chief Financial
Officer and second Investment Advisor (if any) by close of business on the day of the
occurrence. Within the parameters authorized by the Government code, the

Committee recognizes the practicalities of portfolio management, securities maturing,

and changing status, and market volatility, and, as such, will consider breaches in:

i, The context of the amount in relation to the total portfolio concentration;

ii. Market and security specific conditions contributing to a breach in policy; and

ii. The managers’ actions to enforce the spirit of the policy and decisions made in
the best interest of the portfolio.
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REFERENCE:

Revision 2016-01: Minor revision to correct acronym in § VIII Policies, item M. CFO request that policy goes to Board of
Directors in February. Revision 2015-D4:  Item “M” Local Agency {nvestment Fund (LAIF) added to Section VII
Permitted Investments as approved by KHS Board of Directors at April 2015 meeting, Revision 2014-08:  Policy
revised by Controller to allow for non-California municipal investments as approved by KHS Board of Dircetors.
Revision 2010-11: Policy revised to conform to government code requirements. The Board of Directors approved

current policy on October 14, 2010.
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KERN HEALTH SYSTEMS
2019 INVESTMENT ANALYSIS Attachment 2
UBS LAIF Wells F“a':'gu
Securities

December 31, 2019 Balance 64,774,130 64,477,614 72,702,343

Average Monthly Balance 68,691,160 63,713,720 82,255,139

Total Net Investment Earnings (YTD)* 2,461,138 1,668,608 2,255,431

Percentage 3.58% 2.62% 2.74%

* Includes YTD unrealized gains (losses)
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: February 7, 2020

Re: 2019 Annual Report for Travel

Background

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

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

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

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

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

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

Examples of KHS travel include attending meetings with State regulators such as DHCS & DMHC,
attending trade association conferences, participating on vendor advisory boards and professional
education and training seminars.

During 2019 $30,864 was spent on regulatory or trade association travel, $38,888 was spent on
professional development and training travel, $45,716 was spent on conference attendance travel and
$16,979 in Other travel primarily relating to an out of area employee’s travel to Bakersfield for onsite
configuration to implement additional auto adjudication enhancements and to reduce the manual pricing
of claims. The total travel expenses incurred for 2019 was $132,447 which was approximately $7,600
more than the prior year. The majority of this increase relates to the aforementioned onsite configuration
requirements that resulted in a reduction in manual pricing of claims and an increase in the adjudication
of claims.

Requested Action

Receive and file; for informational purposes only.
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: February 7, 2020

Re:  Report on New Office Building Expenditures

Background

At the February 14" 2019 Kern Health Systems Board of Directors Meeting, the Board
requested updated summaries of amounts paid relating to the new office building (Attached).

Discussion

The attached document has a total building contract amount of $30,374,143.10 for the work to be
performed by the KHS contractor SC Anderson, Inc. Work completed less retainage as of
12/31/19 is $28,855,435.77. The balance of work to be completed including retainage amounts
owed is $1,518,707.33.

Included in the attachment is an itemized description of amounts complete and paid through
December 31, 2019 as well as an itemized listing of the balance and retainage amounts to finish
the building.

Requested Action

Receive and file; for informational purposes only.
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KERN HEALTH
SYSTEMS

To: KHS Finance Committee
From: Robert Landis, CFO
Date: February 7, 2020

Re: November 2019 Financial Results

The November results reflect a $698,218 Net Increase in Net Position which is a $165,941 favorable
variance to the budget. Listed below are the major variances for the month:

1) Total Revenues reflect a $19.8 million favorable variance primarily due to:

A) $1.6 million favorable variance in Family and Other primarily due to a higher than expected
budgeted rate increase from the State.

B) $2.1 million favorable variance in SPD primarily due to a higher than expected budgeted rate
increase from the State ($1.0 million) and higher than expected enrollment ($1.1 million).

C) $11.8 milion favorable variance in Proposition 56 Supplemental Revenue due to an
unbudgeted increase in tobacco tax revenue funds being allocated for fiscal years 19/20 to
additional CPT procedure codes along with an increase in supplemental allowable payable
amounts. Variance also includes a higher than expected rate increase from existing Prop 56
programs along with new additional Proposition 56 Supplemental Programs such as Family
Planning Services and a Value Based Payment Program that became effective from the State
on 7/1/19 offset against expenses included in 2D below.

D) $.6 million favorable variance relating to unbudgeted new supplemental revenue relating to
Ground Emergency Medical Transportation (GEMT) for fiscal years 18/19 and 19/20 offset
against expenses included in 2D below.

E) $3.2 million favorable variance in Premium-MCO Tax primarily due to the State increasing
the MCO Tax Rate from $33.40 pmpm to $40.46 pmpm effective July 1, 2019 offset against
expenses included in Item 3 below.

2) Total Medical Costs reflect a $15.0 million unfavorable variance primarily due to:

A) $.8 million unfavorable variance in Physician Services primarily due to higher than
expected utilization of Referral Specialty Services for SPD and Expansion members.

B) $.6 million unfavorable variance in Emergency Room primarily due to higher than expected
utilization.
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C) $1.0 million unfavorable variance in Inpatient primarily due to higher than expected
utilization by SPD and Expansion members.

D) $12.5 million unfavorable variance in Other Medical primarily due to accruing for estimated
Proposition 56 expenses relating to unbudgeted additional CPT procedure codes along with
increases in supplemental allowable payable amounts. Variance also includes accruing for
new additional Proposition 56 Supplemental Programs such as Family Planning Services
and a Value Based Payment Program that became effective from the State on 7/1/19 ($11.4
million) offset against revenue included in 1C above and accruing for estimated unbudgeted
expenses for supplemental GEMT services ($.6 million) offset against revenue included in
1D above.

3) $3.9 million unfavorable variance in MCO Tax primarily due to the State increasing the MCO
Tax Rate from $33.40 pmpm to $40.46 pmpm effective July 1, 2019 offset against revenue included
in Item 1E above.

The November Medical Loss Ratio is 92.1% which is favorable to the 92.4% budgeted amount. The
November Administrative Expense Ratio is 5.0% which is favorable to the 6.2% budgeted amount.

The results for the 11 months ended November 30, 2019 reflect a Net Increase in Net Position of
$10,072,815. This is a $13,577,448 favorable variance to budget and includes approximately $13.1
million of favorable adjustments from the prior year and a $2.2 million gain from the sale of the
Stockdale Building. The year-to-date Medical Loss Ratio is 92.7% which is favorable to the 93.8%
budgeted amount. The year-to-date Administrative Expense Ratio is 5.6% which is favorable to the
6.2% budgeted amount.
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF NOVEMBER 30,2019

ASSETS NOVEMBER 2019 | OCTOBER2019 | INC(DEC) |
CURRENT ASSETS:
Cash and Cash Equivalents $ 86,985,892 | § 96,500,536 | $ (9,514,644)
Short-Term Investments 105,994,536 92,173,538 13,820,998
Premiums Receivable - Net 157,429,497 132,023,412 25,406,085
Interest Receivable 467,768 236,338 231,430
Other Receivables 1,667,833 1,837,079 (169,246)
Prepaid Expenses & Other Current Assets 1,291,258 1,491,895 (200,637)
Total Current Assets $ 353,836,784 | $ 324,262,798 | $ 29,573,986
| RESTRICTED ASSETS [$ 300,000 | $ 300,000 | $ -
CAPITAL ASSETS - NET OF ACCUM DEPRE:
Land 4,090,706 4,090,706 S
Furniture and Equipment - Net 10,117,371 10,459,360 (341,989)
Automobiles - Net 26,951 27,729 (778)
Building and Building Improvements - Net 37,824,849 37,882,166 (57,317)
Capital Projects in Progress 17,190,814 16,129,134 1,061,680
Total Capital Assets $ 69,250,691 | $ 68,589,095 | $ 661,596
LONG TERM ASSETS:
Officer Life Insurance Receivables 703,552 703,552 -
Total Long Term Assets $ 703,552 | $ 703,552 | § -
| DEFERRED OUTFLOWS OF RESOURCES | $ 2,657,573 [ § 2,657,573 [ $ - |
[ TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES | $ 426,748,600 | $ 396,513,018 | $ 30,235,582 |

LIABILITIES AND NET POSITION
CURRENT LIABILITIES:

Accounts Payable $ 49,001 | $ 25,080 23,921

Accrued Salaries and Employee Benefits 3,278,894 3,167,450 111,444
Accrued Other Operating Expenses 4,264,589 3,902,468 362,121
Accrued Taxes and Licenses 52,784,142 40,501,140 12,283,002
Claims Payable (Reported) 14,797,591 16,605,127 (1,807,536)

IBNR - Inpatient Claims 26,950,170 25,999,856 950,314

IBNR - Physician Claims 14,938,539 13,035,317 1,903,222

IBNR - Accrued Other Medical 21,520,281 18,579,735 2,940,546
Risk Pool and Withholds Payable 3,277,369 3,557,879 (280,510)
Statutory Allowance for Claims Processing Expense 2,326,151 2,326,151 -
Other Liabilities 65,003,620 51,952,780 13,050,840

Total Current Liabilities $ 209,190,347 | $ 179,652,983 | $ 29,537,364

NONCURRENT LIABILITIES:
Net Pension Liability 5,490,163 5,490,163 =
TOTAL NONCURRENT LIABILITIES b 5,490,163 | $ 5,490,163 | S -
| DEFERRED INFLOWS OF RESOURCES [ § 364,304 [ S 364,304 [ § -
NET POSITION:

Net Position - Beg. of Year 201,630,971 201,630,971 -

Increase (Decrease) in Net Position - Current Year 10,072,815 9,374,597 698,218
Total Net Position $ 211,703,786 | $ 211,005,568 | $ 698,218

TOTAL.LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION | § 426,748,600 | $ 396,513,018 | $ 30,235,582

KHS1/30/2020
Management Use Only Page 1
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KERN HEALTH SYSTEMS
MEDI-CAL - ALL COA

STATEMENT OF REVENUE, EXPENSES, AND
CURRENT MONTII MEMBERS CHANGES IN NET POSITION YEAR-TO-DATE MEMBER MONTHS
ACTUAL | BUDGET l VARIANCE FOR THE MONTH ENDED NOVEMBER 30, 2019 ACTUAL | BUDGET l—\’ARIANCE
ENROLLMIENT
167,433 171,000 (3,567) Family Members 1,839,035 1,859,000 (19,965)
60,855 59,675 1,180 Expansion Members 664,162 656,425 7,737
15,525 14,200 1,325 SPD Members 165,649 156,200 9,449
6,646 5,600 1,046 Other Members 71,041 61,600 9,441
8,989 8,400 589 Kaiser Members 94,869 92,400 2,469
259,448 258,875 573 Total Members-MCAL 2,834,756 2,825,625 9,131
REVENUES

34,656,206 24,528,608 10,127,598 Title XIX - Medicaid - Family and Other 289,791,832 | 262,124,707 27,667,125

25,545,000 22,329,139 3,215,861 Title XIX - Medicaid - Expansion Members 253,952,519 | 243,231,550 10,720,969

16,141,207 12,671,587 3,469,620 Title XIX - Medicaid - SPD Members 151,427,016 | 134,922,222 16,504,794

11,609,045 8,364,696 3,244,349 Premium - MCQO Tax 100,777,299 91,276,959 9,500,340

265,233 396,864 (131,631) Investment Earnings And Other Income 5,994,116 4,330,650 1,663,466
- 127,742 (127,742) Reinsurance Recoveries - 1,393,945 (1,393,945)
- - - Rate Adjustments - Hospital Directed Payments 62,733,334 - 62,733,334
(3,664) - (3,664) Rate/Income Adjustments 7,991,998 - 7,991,998
88,213,027 68,418,636 19,794,391 TOTAL REVENUES 872,668,113 | 737,280,032 || 135,388,082
EXPENSES
Medical Costs:

14,396,081 13,582,497 (813,584) Physician Services 153,365,704 | 148,522,190 (4,843,514)
3,596,983 3,508,863 (88,120) Other Professional Services 42,200,514 38,282,444 (3,918,070)
5,227,569 4,616,100 (611,469) Emergency Room 54,658,807 50,420,175 (4,238,632)

14,657,214 13,609,359 (1,047,855) Inpatient 152,579,385 | 149,065,647 (3,513,738)

129,075 127,742 (1,333) Reinsurance Expense 1,394,354 1,393,945 (409)
6,141,173 5,723,425 (417,748) Outpatient Hospital 68,564,867 62,679,487 (5,885,380)
16,655,345 4,139,284 | (12,516,061) Other Medical 81,763,944 44,047,889 | (37,716,055)
9,282,817 9,704,679 421,862 Pharmacy 102,562,974 | 106,367,524 3,804,550
500,918 500,950 32 Pay for Performance Quality Incentive 5,479,772 5,466,450 (13,322)
- - - Hospital Directed Payment Adjustment 62,605,426 - | (62,605,426)
(18,762) - 18,762 Non-Claims Expense Adjustment 966,909 - (966,909)
(40,346) - 40,346 IBNR, Incentive, Paid Claims Adjustment (6,100,277) - 6,100,277
70,528,067 55,512,898 | (15,015,169) Total Medical Costs 720,042,379 | 606,245,752 | (113,796,627)
17,684,960 12,905,738 4,779,222 GROSS MARGIN 152,625,734 || 131,034,280 21,591,454
Administrative:
2,403,604 2,194,661 (208,943) Compensation 24,690,092 23,892,795 (797,297)
805,047 793,278 (11,769) Purchased Services 7,975,630 8,645,574 669,944
58,830 111,776 52,946 Supplies 892,827 1,237,193 344,366
280,129 341,650 61,521 Depreciation 2,199,069 2,986,341 787,272
270,201 287,401 17,200 Other Administrative Expenses 3,857,709 3,420,052 (437,657)
- - - Administrative Expense Adjustment - - -
3,817,811 3,728,766 (89,045) Total Administrative Expenses 39,615,327 40,181,954 566,627
[ 74345878 | 59,241,664 | (15,104,214)] TOTAL EXPENSES [ 759,657,706 ][ 646,427.705 | (113,230,001)]
(13,867,049 ] 9,176,973 | 4,690,176 |[ OPERATING INCOME (LOSS) BEFORE TAX [ 113010407 90.852,326 | 22,158,081 ||
[ 12283003 8364696 | (3,918307)] MCO TAX L 101,363,659 || 91,276,959 ][ (10,086,700)]|
[ 1,584,146 812,277 | 771,869 || OPERATING INCOME (L.OSS) NET OF TAX Il 11,646,748 | (424,633)[ 12,071,381
NONOPERATING REVENUE (EXPENSE)
- = - Gain on Sale of Building 2,205,329 - 2,205,329
- - - Reserve Fund Projects/Community Grants (790,000) - (790,000)
(885,928) (280.000) (605,928) Health Home (2,989,262) (3,080,000) 90,738
(885,928) (280,000) (605,928) TOTAL NONOPERATING REVENUE (EXPENSE) (1,573,933) (3,080,000) 1,506,067
Il 698,218 | 532,277 | 165,941 [ NET INCREASE (DECREASE) IN NET POSITION | 10,072,815 | (3,504,633)] 13,577,448 ||
I 92.1%|| 92.4%)| 0.4%|| MEDICAL LOSS RATIO | 92.7%|| 93.8%| 1.1%]|
I 5.0%] 6.2%|| 1.2%)] ADMINISTRATIVE EXPENSE RATIO | 5.6%|| 6.2%]| 0.6%|
KHS1/30/2020
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 NOYEMBER 30, 2019 ACTUAL | BUDGET ] VARIANCE
ENROLLMENT
167,433 171,000 (3.567) Family Members 1,839,035 1,859,000 (19,965)
60,855 59,675 1,180 Expansion Members 664,162 656,425 1,737
15,525 14,200 1,325 SPD Members 165,649 156,200 9,449
6,646 5,600 1,046 Other Members 71,041 61,600 9,441
8,989 8,400 589 Kaiser Members 94,869 92,400 2,469
259,448 258,875 573 Total Members-MCAL 2,834,756 2,825,625 9,131
REVENUES
199.08 138.89 60.19 Title XIX - Medicaid - Family and Other 151.72 136.48 15.24
419.77 374.18 45.59 Title XIX - Medicaid - Expansion Members 382.37 370.54 11.83
1,039.69 892.37 147.33 Title XIX - Medicaid - SPD Members 914.14 863.78 50.37
46.35 33.40 12.96 Premium - MCO Tax 36.78 33.40 3.39
1.06 1.58 (0.53) Investment Earnings And Other Income 2.19 1.58 0.60
0.00 0.51 (0.51) Reinsurance Recoveries 0.00 0.51 (0.51)
0.00 0.00 0.00 Rate Adjustments - Hospital Directed Payments 22.90 0.00 22.90
(0.01) 0.00 (0.01) Rate/Income Adjustments 2.92 0.00 2.92
352.21 273.16 79.05 TOTAL REVENUES 318.51 269.75 48.76
EXPENSES
Medical Costs:
57.48 54.23 (3.25) Physician Services 55.98 54.34 (1.64)
14.36 14.01 (0.35) Other Professional Services 15.40 14.01 (1.40)
20.87 18.43 (2.44) Emergency Room 19.95 18.45 (1.50)
58.52 54.33 (4.19) Inpaticent 53.69 54.54 (1.15)
0.52 0.51 (0.01) Reinsurance Expense 0.51 0.51 0.00
24.52 22.85 (1.67) Outpatient Hospital 25.02 22.93 (2.09)
66.50 16.53 (49.97) Other Medical 29.84 16.12 (13.73)
37.06 38.75 1.68 Pharmacy 37.43 38.92 1.48
2,00 2.00 0.00 Pay for Performance Quality Incentive 2.00 2.00 0.00
0.00 0.00 0.00 Hospital Directed Payment Adjustment 22.85 0.00 (22.85)
(0.07) 0.00 0.07 Non-Claims Expense Adjustment 0.35 0.00 (0.35)
(0.16) 0.00 0.16 IBNR, Incentive, Paid Claims Adjustment (2.23) 0.00 2.23
281.60 221.63 (59.96) Total Medical Costs 262.80 221.81 (40.99)
70.61 51.53 19.09 GROSS MARGIN 55.71 47.94 7.76
Administrative:
9.60 8.76 (0.83) Compensation 9.01 8.74 0.27)
3.21 3.17 (0.05) Purchased Services 2.91 3.16 0.25
0.23 0.45 0.21 Supplies 0.33 0.45 0.13
1.12 1.36 0.25 Depreciation 0.80 1.09 0.29
1.08 1.15 0.07 Other Administrative Expenses 1.41 1.25 (0.16)
0.00 0.00 0.00 Administrative Expense Adjustment 0.00 0.00 0.00
15.24 14.89 (0.36) Total Administrative Expenses 14.46 14.70 0.24
l 296.84 | 236.52 || (60.32)] TOTAL EXPENSES I 277.26 || 236.51 | {40.75)
I 55.37 | 36.64 [ 18.73 OPERATING INCOME (LOSS) BEFORE TAX | 4125 33.24 | 8.01 |
Il 49.04 | 33.40 | (15.65)]| MCO TAX I 37.00 || 33.40 | (3.60)]
( 6.32 | 324 3.08 | OPERATING INCOME (LOSS) NET OF TAX I 4.25 | (0.16)][ 4.41 |
NONOPERATING REVENUE (EXPENSE)
0.00 .00 0.00 Gain on Sale of Building 0.80 0.00 0.80
0.00 0.00 0.00 Reserve Fund Projects/Community Grants (0.29) 0.00 (0.29)
(3.54) (1.12) (2.42) Health Home (1.09) (1.13) 0.04
(3.54) (1.12) (2.42) TOTAL NONOPERATING REVENUE (EXPENSE) (0.57) (1.13) 0.55
( 2.79 | 213 0.66 | NET INCREASE (DECREASE) IN NET POSITION | 3.68 | (1.28)] 4.96 ||
(l 92.1%|| 92.4%| 0.4%] MEDICAL LOSS RATIO I 92.7%] 93.8%| 1.1%]|
l[ 5.0%| 6.2%| 1.2%]| ADMINISTRATIVE EXPENSE RATIO I 5.6%]| 6.2%)| 0.6%]|
KHS1/30/2020
Management Use Only Page 3
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
BALANCE SHEET STATEMENT

AS OF NOVEMBER 30, 2019

ASSETS NOVEMBER 2019 OCTOBER 2019 INC(DEC)
CURRENT ASSETS:
Cash and Cash Equivalents $ 1,477,851 | § 1,477,851 =
Interest Receivable 5,940 2,970 2,970
Prepaid Expenses & Other Current Assets 5,834 6,667 (833)
TOTAL CURRENT ASSETS $ 1,489,625 | § 1,487,488 | $ 2,137
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts Payable 269,453 269,453 =
Other Liabilities 94,396 94,396 -
TOTAL CURRENT LIABILITIES $ 363,849 [ § 363,849 | $ -
NET POSITION:
Net Position- Beg. of Year 1,100,538 1,100,538 -
Increase (Decrease) in Net Position - Current Year 25,238 23,101 2,137
Total Net Position $ 1,125,776 | $ 1,123,639 | $ 2,137 |
TOTAL LIABILITIES AND NET POSITION | $ 1,489,625 || $ 1,487,488 | $ 2,137
KHS1/30/2020
Management Use Only Page 13
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KERN HEALTH SYSTEMS
GROUP HEALTH PLAN - HFAM
STATEMENT OF REVENUE, EXPENSES, AND

CURRENT MONTH CHANGES IN NET POSITION YEAR-TO-DATE
ACTUAL | BUDGET | VARIANCE FOR THE MONTH ENDED NOVEMBER 30, 2019 ACTUAL | BUDGET [ VARIANCE
ENROLLMENT
[ - B - Members - | - | =
REVENUES
- - - Premium - - -
2,970 - 2,970 Interest 33,054 - 33,054
- - - Other Investment Income 1,350 - 1,350
2,970 - 2,970 TOTAL REVENUES 34,404 - 34,404
EXPENSES
Medical Costs
= = = IBNR and Paid Claims Adjustment - - =
- - - Total Medical Costs - - -
Il 2,970 || - 2,970 || GROSS MARGIN | 34,404 || B 34,404 ||
Administrative
833 - (833) Management Fee Expense and Other Admin Exp 9,166 - (9,166)
833 - (833) Total Administrative Expenses 9,166 - (9,166)
[ 833 || - 833) TOTAL EXPENSES [ 9,166 | N 9,166)]
[ 2,137 | - 2,137 OPERATING INCOME (LOSS) I 25,238 || -1 25,238 ||
| -1 -1 -] TOTAL NONOPERATING REVENUE (EXPENSES) || -1 -1 -1
(l 2,137 -] 2,137  NET INCREASE (DECREASE) IN NET POSITION | 25,238 || - 25,238 ||
( 0%]| 0%|| 0%][ MEDICAL LOSS RATIO | 0%][ 0%][ 0%]|
J] 0%] 0%|| 0% ADMINISTRATIVE EXPENSE RATIO I 27%| 0%][ -27%|
KHS1/30/2020
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