KHS Board of Directors Meeting, February 13, 2020

L)

KERN HEALTH
SYSTEMS

REGULAR MEETING OF THE
BOARD OF DIRECTORS

Thursday, February 13, 2020
at

8:00 A.M.

At
Kern Health Systems
2900 Buck Owens Boulevard
Bakersfield, CA 93308

The public is invited.

For more information - please call (661) 664-5000.
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KHS Board of Directors Meeting, February 13, 2020

AGENDA

BOARD OF DIRECTORS

KERN HEALTH SYSTEMS
2900 Buck Owens Boulevard
Bakersfield, California 93308

Regular Meeting
Thursday, February 13, 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, 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 BOARD MEETINGS.

BOARD TO RECONVENE

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

ADJOURN TO CLOSED SESSION

CLOSED SESSION

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

8:15 A.M.

BOARD TO RECONVENE

REPORT ON ACTIONS TAKEN IN CLOSED SESSION
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Agenda — Board of Directors Page 2
Kern Health Systems 2/13/2020
Regular Meeting

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

STAFF RECOMMENDATION SHOWN IN CAPS

PUBLIC PRESENTATIONS

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

BOARD MEMBER ANNOUNCEMENTS OR REPORTS

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

Minutes for Kern Health Systems Board of Directors regular meeting on December
12, 2019 (Fiscal Impact: None) —
APPROVE

Report on Kern Health Systems investment portfolio for the fourth quarter ending
December 31, 2019 (Fiscal Impact: None) —
RECEIVE AND FILE

Report on 2019 annual review of the Kern Health Systems Investment Policy
(Fiscal Impact: None) —
RECEIVE AND FILE
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Agenda — Board of Directors Page 3
Kern Health Systems 2/13/2020
Regular Meeting

Report on Kern Health Systems 2019 Department Goals and Objectives (Fiscal
Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems Strategic Plan for fourth quarter ending December
31, 2019 (Fiscal Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems 2018 Provider Satisfaction Survey (Fiscal Impact:
None) —
RECEIVE AND FILE

Report on Kern Health Systems Employee Satisfaction & Engagement Survey 2019
(Fiscal Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems 2019 Member Survey (Fiscal Impact: None) —
RECEIVE AND FILE

Report on Kern Health Systems financial statements for November 2019 (Fiscal
Impact: None) —
RECEIVE AND FILE

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

Report on 2019 Annual Travel Report (Fiscal Impact: None) —
RECEIVE AND FILE

Report on New Office Building Expenditures (Fiscal Impact: None) —
RECEIVE AND FILE

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

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

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

Kern Health Systems Chief Executive Officer report (Fiscal Impact: None) —
RECEIVE AND FILE
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Kern Health Systems 2/13/2020
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CA-20) Miscellaneous Documents —
RECEIVE AND FILE

A) Minutes for KHS Finance Committee meeting on December 6, 2019

ADJOURN TO APRIL 16, 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 Board of Directors 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

BOARD OF DIRECTORS

KERN HEALTH SYSTEMS
2900 Buck Owens Boulevard
Bakersfield, California 93308

Regular Meeting
Thursday, December 12, 2019

8:00 A.M.

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

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

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

BOARD ACTION SHOWN IN CAPS

ADJOURN TO CLOSED SESSION
Rhoades

CLOSED SESSION

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

8:20 A.M.

BOARD RECONVENED AT 8:20 A.M.

REPORT ON ACTIONS TAKEN IN CLOSED SESSION —
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Regular Meeting

ltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING NOVEMBER
2019 of a provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD;
BY A UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD
APPROVED ALL PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING,;
DIRECTOR JUDD ABSTAINED FROM VOTING ON BEKAREV, BHANDOHAL,
GARN, PALISPIS, RAMZAN; DIRECTOR STEWART ABSTAINED FROM VOTING
ON FUENTES, BEACH, JONES; DIRECTOR HOFFMANN ABSTAINED FROM
VOTING ON KOTWAL; DIRECTOR PATEL ABSTAINED FROM VOTING ON
KELLY

ltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING NOVEMBER 2019 of a
provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD
APPROVED ALL PROVIDERS RECOMMENDED FOR RECREDENTIALING;
DIRECTOR JUDD ABSTAINED FROM VOTING ON CHAO, RIVERA, HUNTER,
JARAVATA, LEE, MORO; DIRECTOR STEWART ABSTAINED FROM
GOKLANEY, MAALA, SATODIYA, SHANNON, WELCH; DIRECTOR HOFFMANN
ABSTAINED FROM VOTING ON DIXON, FERRER

Iltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING DECEMBER
2019 of a provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD;
BY A UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD
APPROVED ALL PROVIDERS RECOMMENDED FOR INITIAL CREDENTIALING,;
DIRECTOR JUDD ABSTAINED FROM VOTING ON COLEMAN, FERNANDEZ,
MACK, MURRAIN, SIDHU, VAN NESS; DIRECTOR HOFFMANN ABSTAINED
FROM VOTING ON AYALA-RODRIGUEZ, BLANKS, MARTINEZ DUENAS,
MCDERMOTT

ltem No. 1 concerning a Request for Closed Session regarding peer review
PROVIDERS RECOMMENDED FOR RECREDENTIALING DECEMBER 2019 of a
provider (Welfare and Institutions Code Section 14087.38(0)) — HEARD; BY A
UNANIMOUS VOTE OF THOSE DIRECTORS PRESENT, THE BOARD
APPROVED ALL PROVIDERS RECOMMENDED FOR RECREDENTIALING,;
DIRECTOR JUDD ABSTAINED FROM VOTING ON REAMICO, YANG;
DIRECTOR HOFFMANN ABSTAINED FROM VOTING ON FONG BALART,
ORNELAZ

PUBLIC PRESENTATIONS

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

NO ONE HEARD
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BOARD MEMBER ANNOUNCEMENTS OR REPORTS

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

DIRECTOR PATEL ANNOUNCED THAT DELANO REGIONAL MEDICAL CENTER
WAS SOLD TO ADVENTIST HEALTH EFFECTIVE JANUARY 1, 2020 AND, WILL
MOVE FORWARD WITH BETTER HEALTH CARE FOR THE COMMUNITY

PUBLIC REQUEST

Request of Ryan Alsop, Kern County Administrator, representing the County of Kern, to
address the Board regarding the adopted changes to the Health Authority and Hospital
Authority Ordinances for the creation of an Integrated Healthcare Delivery System —
RYAN ALSOP, COUNTY OF KERN, KEN KELLER, DIGNITY HEALTH-BAKERSFIELD
MEMORIAL HOSPITAL, HEARD; RECEIVED AND FILED
Rhoades-Hoffmann: 8 Ayes; 2 Absent — McGlew, Deats

Minutes for Kern Health Systems Board of Directors regular meeting on October 10, 2019
(Fiscal Impact: None) —

APPROVED

Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

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

RECEIVED AND FILED

Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

Report on Expansion of New Building brick veneer and remaining Landscaping (Fiscal
Impact: $300,000) —

APPROVED

Rhoades-Hoffmann: 8 Ayes; 2 Absent — McGlew, Deats

Report on Department of Health Care Services CalAIM initiative (Fiscal Impact: None) —
RECEIVED AND FILED
Hoffmann-Melendez: 8 Ayes; 2 Absent — McGlew, Deats

Proposed Amendment No. 10 to Agreement with Douglas A. Hayward, for services as
Chief Executive Officer (Fiscal Impact: None) —

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Hoffmann-Rhoades: 8 Ayes; 2 Absent — McGlew, Deats

Report on Kern Health Systems 2020 Marketing Plan (Fiscal Impact: None) —
RECEIVED AND FILED
Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats
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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; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

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

APPROVED

Patel-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

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

Patrick-Hinojosa: 8 Ayes; 2 Absent — McGlew, Deats

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

RECEIVED AND FILED

Stewart-Rhoades: 7 Ayes; 3 Absent — McGlew, Deats, Melendez

NOTE — DIRECTOR MELENDEZ LEFT THE DAIS AT 9:49 A.M.; DURING THE
DISCUSSION ON ITEM 14 AND DID NOT RETURN

Report on Accounts Payable Vendor Report, Administrative Contracts between $30,000
and $100,000 for September 2019 and October and IT Technology Consulting Resources
for the period ended September 30, 2019 (Fiscal Impact: None) —

RECEIVED AND FILED

Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

Report on New Office Building Expenditures (Fiscal Impact: None) —
RECEIVED AND FILED
Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

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

APPROVED; AUTHORIZED CHIEF EXECUTIVE OFFICER TO SIGN
Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

Kern Health Systems Chief Medical Officer report (Fiscal Impact: None) —
RECEIVED AND FILED
Patrick-Patel: 7 Ayes; 3 Absent — McGlew, Deats, Melendez

Kern Health Systems Chief Executive Officer report (Fiscal Impact: None) —
RECEIVED AND FILED
Rhoades-Patrick: 7 Ayes; 3 Absent — McGlew, Deats, Melendez
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CA-20) Miscellaneous Documents —
RECEIVED AND FILED
Rhoades-Stewart: 8 Ayes; 2 Absent — McGlew, Deats

A) Minutes for KHS Finance Committee meeting on October 4, 2019

ADJOURN TO THURSDAY, FEBRUARY 13, 2020
Patrick

/sl Cindy Stewart, Secretary
Kern Health Systems Board of Directors
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 13, 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
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 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.
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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
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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 Board of Directors Meeting, February 13, 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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Page 3 of 5
St D b
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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Account Number:

Daily Account Acti

ity (Continued)

KHS Board of Directors Meeting, February 13, 2020

Page 4 of 6

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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Page 5 of 5
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 Board of Directors Meeting, February 13, 2020

PN LA
"9’1} —
et

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 Board of Directors
From: Robert Landis, CFO
Date: February 13, 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
o Liquidity
e Yield

UBS is a national brokerage firm with a Bakersfield office that administers the KHS Board approved
investment policy in a segregated account. Investments are in high quality bonds 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.

Reguested Action

Receive and File.
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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.
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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



KHS Board of Directors Meeting, February 13, 2020

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.
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v

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
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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
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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
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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.
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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

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

51/246



KHS Board of Directors Meeting, February 13, 2020

52 /246

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 Board of Directors
From: Douglas Hayward, CEO
Date: February 13, 2020

Re: Final Report on KHS 2019 Department Level Goals and Objectives

Background

At the close of each calendar year Management summarizes the results of the annual departmental
goals and objectives. The attached presentation includes the year-end status report on KHS’ 2019
Department Goals and Objectives.

As of the end of 2019 staff has completed 98 (88%) of the departmental goals and objectives. Only
1 goal (1%) is marked as not being achieved/achievable. The remaining 12 (11%) in-progress goals
have been rolled into 2020 and are scheduled to be completed. Specific details of the in-progress
and incomplete items are laid out in the accompanying presentation.

Requested Action

Receive and file
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KERN HEALTH
SYSTEMS

Final Report on KHS 2019 Department
Level Goals and Objectives

February 13, 2020
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Background

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

With 2019 coming to an end, management has prepared a summary status
report for the departmental goals and objectives.

Green = Completed on time and desired outcome achieved

/=1low =In progress and desired outcome achievable
Red = Not completed or desired outcome not achieved
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2019 Goals and Objectives Summary

* Overall completion rate of 88%. Potentially becomes 99% completion rate
when “in-progress” goals are completed.

K AL 2019 Goals and Objectives Summary
Department Green Red
Member Services 7 1 0
AlS Compliance 6 1 0
Business Development 8 0 0
Claims 6 1 0
Corporate Services 4 0 0
Finance 10 1 0
Case Management 3 0 0
Health Education 6 0 0
Quality Improvement 4 1 0
Utilization Management 5 3 1
Pharmacy 7 0 0
Human Resources 11 2 0
Information Technology 5 0 0
Marketing 10 0 0
Provider Network Management 6 2 0
Total 98 12 1
Percentage 88% 11% 1%
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Incomplete Items

Wember Services Screzn Pop— Implementation of Screen Pop was canceled due to other
priority projects. This effort is now scheduled for implementation in 2020.

Compliznes Process Documentation — Compliance team completed all but one goal which will
be finished in 2020.

Clairns Testing T=arm— Claims promoted 1 employee to tester, one additional tester to be added
in 2020.
Finance AccpPac Upzrade — An upgrade to the KHS accounting system was started in 2019 and wi

be completed in 2020.
) Auclit Procass for HHlP Sites — The audit program ended up being completed under
the HHP and Case Management Departments rather than Ql.

Utilization WManazement JIVA lrnolementation— Most was accomplished in 2019 save a small
portion of the project which will carry into early 2020.

Utilization Wanagzement Praysician Profiling — Core program elements have been established.
Finalizing the operational process and documentation in early 2020.

Utilization Management E-Consult/Teledoc — Project was canceled in 2019 to consider external
contracting/vendor options.

Utilization Managerment Point-Of-Service Specialty Medical Management— Project was
postponed and is now scheduled for 2020.

Fitevise Ermployes Handoool — Due to significant changes to CA State Laws effective 1/1/20,
requiring last minute document edits resulted in production and distribution to shift to Q1 2020
Fi Supervisor Mentor Prozrzin — Program design is nearly completed and will be executed in
2020.

0l Develor

Provider Networlk Management Credentialing Software Update — Update to the software is
underway and testing is occurring. Upgrade will be finalized in 2020.
Provider Metwork Managzement Provider Porial Ennancements — Several enhancements were

completed in 2019. Updates to the provider scoreboard and a point-of-service authorization pilc
are scheduled to complete in early 2020. 4
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To: KHS Board of Directors
From: Douglas Hayward, CEO
Date: February 13, 2020

Re: Update on KHS Strategic Plan

Background

After the close of each quarter Management updates the Board on KHS’ Strategic Plan progress.
With the conclusion of Q4 2019 of the 2018-2020 Strategic Plan, staff has included a presentation
showing the current status. KHS is currently on track for items that were targeted for completion
in the 4th quarter 20109.

In the presentation, items highlighted in green indicate an item is on track, items in gray have been
completed and items in white have not started.

Requested Action

Receive and file.
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Background

* In November 2017 a Board and Executive strategy
meeting was held to begin shaping the 2018-2020 KHS
strategic plan. This was followed by an internal work
effort to further define key initiatives, action items, and
projects directly supporting the newly defined Strategic
Plan. In February 2018 the KHS Board of Directors
approved the 2018-2020 Strategic Plan.

e With Q4 2019 coming to an end, management has
prepared a status update on the key initiatives currently
In progress within the Strategic Plan.

= On Track, Wnite = Not Started, Gray =
Completed, = Behind Schedule, Red =
Incomplete/Canceled

KERN HEALTH
SYSTEMS
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Goal 1 — Align Compensation and Network Configuration to improve
service quality and value in the health care delivery system

% Complete |_Assigned To

Align Compensation and Network Configuration to improve service quality and value in the health
care delivery system

Look to ways to compensate providers through value based purchasing using cost —effective, Emily Duran
quality driven Alternative Reimbursement Arrangements.
Define clinical activities where Value Based Purchasing applies 1/1/2018 3/31/2018 100.00%
Establish priority list of clinical services and treatment modalities for consideration. 1/1/2018 3/31/2018 100.00%
Custom design payment strategies unique to specific care delivery systems 4/1/2018 8/1/2019 100.00%
Determine desired outcome(s) for each 4/1/2018 12/31/2018 100.00%
Determine impact to KHS internal operations for 2018 priorities 4/1/2018 7/1/2019 100.00%
Develop provider specific proposals for 2018 priorities 1/1/2018 8/1/2019 100.00%
For 2018 priorities Initiate provider contract revisions to change or enhance compensation 4/1/2018 8/1/2019 100.00%
For 2018 priorities, begin monitoring to determine if targeted outcomes are achieved 1/1/2019 8/1/2019 100.00%
Determine impact to KHS internal operations for 2019 priorities 1/1/2019 8/1/2019 100.00%
Develop provider specific proposals for 2019 priorities 1/1/2019 12/31/2019 100.00%
For 2019 priorities Initiate provider contract revisions to change or enhance compensation 1/1/2019 9/30/2019 100.00%
For 2019 priorities, begin monitoring to determine if targeted outcomes are achieved 1/1/2019 10/31/2019 100.00%
Focus on internal departmental restructuring, fostering partnership, and utilization of new Deborah Murr
technologies.
Reorganize UM, DM, CM Depts. to more effectively implement and monitor the Triple Aim  1/1/2018 3/31/2018 100.00%
Revise the Prior Autharization list to ensure appropriate care for treatment requested 1/1/2018 3/31/2018 100.00%
Augment referral network using telehealth alternatives 1/1/2018 5/31/2018 100.00%
Identify vendor platforms for Medical Necessity Determination 1/1/2018 6/30/2018 100.00%
Incorporate risk stratification methodology to identify future risk populations for early 1/1/2018 7/31/2018 100.00%

intervention to prevent or stabilize medical condition(s) and reduce cost through early intervention.

KERN HEALTH
SYSTEMS
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Goal 1 — Align Compensation and Network Configuration to improve
service quality and value in the health care delivery system

Task Name Start Date | Due Date |% Complete | Assigned To
Align Compensation and Network Configuration to improve service quality and value in the health
care delivery system

Develop a provider network configuration strategy designed to achieve optimum health care Emily Duran

system performance around the Triple Aim of “Right Care, Right Time, and Right Setting”. Deborah Murr

Review network configuration to address Physical, Behavioral and Social Determinants 1/1/2018 11/30/2018 100.00%

Adjust network configuration for changing population need and/or medical complexity 4/1/2018 11/30/2018 100.00%

Using evidence based medicine as the standard, identify network gaps or limitations 4/1/2013 12/31/2018 100.00%

Develop delivery system model to address needs at all levels using existing provider 4/1/2018 12/31/2018 100.00%
network, County Mental Health, County Human Services and Community Based Organizations

Develop clinical algorithms for Provider education to promote consistent management of 4/1/2013 7/31/2019 100.00% Deborah Murr
member condition

Establish provider compensation arrangements to support structure and performance 4/1/2018 10/31/2018 100.00%
goals, monitor expected outcomes

Ensure systems in place to communicate and coordinate patient care across the physical 4/1/2018 11/15/2019 100.00% Deborah Murr
and mental health divide.

Determine internal and external (Provider) operational needs to support concept 4/1/2018 11/15/2019 100.00% Deborah Murr

Determine internal and external capital requirements where necessary to support concept  4/1/2018 11/15/2019 100.00% Deborah Murr

Implementation 4/1/2013 12/31/2019 100.00% Deborah Murr

KERN HEALTH
SYSTEMS
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Goal 2 — Prepare for New Benefits / Programs /Coverage Populations/
Regulations

Task Name | Start Date | Due Date |E'*6 Complete| Assigned To
Prepare for New Benefits / Programs /Coverage Populations/ Regulations
Prepare for new or modified benefits, expanded coverage, or changes to the tracking and Jeremy McGuire

reporting requirements as required by government agencies

KERN HEALTH
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Goal 3 — Increase Member Engagement in their Health Care

Task Name Start Date | Due Date |E'*6 Complete | Assigned To

Increase Member Engagement in their Health Care

Identify ways to engage members more in their health care through education, navigation, Alan Avery
coordination, promotion and access to services designed to address their specific needs.

KERN HEALTH
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Goal 4 — Assure Kern Health Systems’ Long Term Viability

Task Name Start Date | Due Date |% Complete | Assigned To
Assure Kern Health Systems Long Term Viability

h

Maintain a Financially viable organization capable of meeting its obligations to its

providers, and government agencies.

Relocate KHS offices to its new facility which is convenient to members and able to house all
functions in one location.
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Goal 4 — Assure Kern Health Systems’ Long Term Viability

Task Name Start Date | Due Date |% Complete | Assigned To
Assure Kern Health Systems Long Term Viability
Continue to consider opportunities to expand KHS business suitable to the mission and Jeremy McGuire
business model.

Ensure achi | Medical Loss Ratio as determined in KHS's annual budget

KERN HEALTH
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Goal 5 — Optimize the use of technology to improve service to constituency and
increase administrative / operations economies of scale

Task Name | Start Date | Due Date ‘ % Complete ‘ Assigned To
Optimize the use of technology to improve service to constituency and increase administrative /
operations ies of scale.
Continue to maximize utility of the new UM, CM, DM and QI operating system to integrate Deborah Murr
medical management responsibilities using a single platform (JIVA).

Increase data sharing b and among provi and KHS to reduce health care cost and/or
enhance the patient care experience

Continuously identify and p izational efficiencies and process improvement
through Business Process Reengineering (BPR).

KERN HEALTH
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Goal 6 — Develop central business unit devoted to support metrics driven mgmt. at all
levels in KHS.

Task Name | Start Date | Due Date | % Complete | Assigned To
Develop business intelligence unit devoted to support metrics driven performance and management at
all organizational levels
Create a KHS Business Intelligence Department with clearly defined roles and responsibilities. Richard Pruitt

Develop Business Intelligence Department processes and procedures to create an effective and
efficient team that will support KHS.

Provide centralized standard operational reporting and analytics for the company. Richard Pruitt

N
)
KERN HEALTH
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Goal 6 — Develop central business unit devoted to support metrics driven mgmt. at all
levels in KHS.

Task Name Start Date | Due Date |% Complete | Assigned To
Develop business intelligence unit devoted to support metrics driven performance and management at
all organizational levels

Provide Depts. with tools and training to perform routine data analysis and reporting Richard Pruitt
Empowering Depts. with the ability to perform self-service reporting capabilities and basic 1/1/2018 12/31/2020 0.00%
analytics for routine or simple analysis
Create quality control protocol to monitor dept reports for consistency and accuracy 1/1/2018 3/31/2020 10.00%
Evaluate Depts. data and information requirements 1/1/2018 12/31/2018 100.00%
Continue to develop and refine a metrics-driven performance culture within the organizations Richard Pruitt
administrative and medical disciplines to enhance operations.
"Analyze and establish metric oriented baselines for measurement:Finance ,Health 1/1/2018 12/31/2019 100.00%
Services,Physician Peer Profiles,HHP,Pharmacy, KHS/Statewide (DHCS) Benchmarks
Create presentation model(s) to ensure transparent and fluid communication with endpoint ~ 1/1/2018 12/31/2019 100.00%
Continuously monitor and affirm metrics and performance for effectiveness 1/1/2018 12/31/2019 100.00%
Provide support for the annual Corporate Project Portfolio through Business Intelligence 1/1/2019 12/31/2019 100.00% Jeremy McGuire
Verify and Validate Return on Investment (ROI) Calculation prior to Execution Phase 1/1/2019 12/31/2019 100.00%
Identify and create 2019 Project metrics 1/1/2019 12/31/2019 100.00%
Measure Factors that are critical to the success of each Project 1/1/2019 12/31/2019 100.00%

T —————
Wi
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To: KHS Board of Directors
From: Emily Duran, Chief Network Administration Officer
Date: February 13, 2020

Re: 2018 Provider Satisfaction Survey

Background

Kern Health Systems (KHS) conducts a retrospective Provider Satisfaction Survey on an annual
basis, which allows us to keep pulse on our provider network. It is important for us to hear from
our providers on where they feel we have exceeded or met their expectations, as well as what areas
we can improve.

For 2018 Calendar Year, KHS scores increased in ALL areas compared to prior year. Our report
also indicates that overall satisfaction from providers when compared to competitor or like health
plans, is significantly higher.

A summary detailing the 2018 Provider Satisfaction Survey results will be presented at the Board
meeting.

Requested Action
Receive and File.
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2019 Provider Satisfaction
Survey Results

Calendar Year 2018

Board of Directors
February 13, 2020
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Background & Timeline

* KHS conducts an annual provider satisfaction survey

KERN HEALTH
SYSTEMS

* The 2019 survey measures CY 2018 KHS performance
with network providers

* SPH Analytics (independent survey company) conducts
the survey on KHS behalf

* KHS performance is benchmarked to HMO industry
performance for similar measures

* Survey was conducted over three (3) waves through
Q1/Q2 2019
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Survey Panel

* Surveys were sent to all provider types:

KERN HEALTH
RSTEMS * Primary Care Providers * Hospitals & Urgent Care Facilities
* Specialists * Pharmacies
* Behavioral Health * Ancillary Provider Types

* 303 Total Surveys were received
* 359 Surveys received last year
* First 50 Provider’s Offices Incentivized for Survey Completion

* Plan attributes slight decrease to potential provider outreach fatigue.
In recent years the amount of regulatory outreach to provider offices
continues to increase, including: DMHC Annual Timely Access Survey,
DHCS Quarterly Timely Access Survey, KHS Timely Quarterly Access
Survey, SB 137 Directory Attestation

* Confidence Level

* Survey sample at 97% Confidence Level
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Report Highlights

Composites/ KHS 2017 KHS 2018

Attributes Rating Rating
Overall Satisfaction 77.0% 86.5% Qr
Other Local Plans 54.4% 59.8% W
Compensation 46.8% 51.3% qQ p
UM & Quality 45.8% 54.0% ._,
Network/COC 43.2% 50.7% -—-
Pharmacy 24.6% 32.2% A
Health Plan Call Center 56.2% 60.0% -
Provider Relations 55.6% 64.5% W
90.5% 93.0% q p

Recommend to Other MDs
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Report Highlights

2018 National

Composites/ KHS 2018 - 75th Percentile
Attributes Rating S SEeee Score
Overall Satisfaction 86.5% 66.6% FavoFrable Above
Other Local Plans 59.8% 32.9% F Above
Compensation 51.3% 28.6% F Above
UM & Quality 54.0% 30.5% F Above
Network/COC 50.7% 27.9% F Above
Pharmacy 32.2% 21.4% F Above
Health Plan Call Center 60.0% 35.3% F Above
Provider Relations 64.5% 34.6% F Above
Recommend to Other MDs 93.0% 83.2% F Above
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Health Plan Comparison

KERN HEALTH Ratings of Overall Satisfaction
SYSTEMS

Overall Satisfaction

100.0% .
93%
80.0% 87%
BD.O%

TO.O%
63%

60.0%

E0.0% 45%

400% a7
— 35%

30.0%
20.0%
10.0%

0.0%

Would you Kem Health Health Net Gold Coast Health Plan Cal-\iva

recommend Systems (Kem of San
Kem Health County) Joagquin
Systems

Mote: Green columns indicate Kem Health Systems' Overall Satisfaction Rating (8B) is
significantly higher than the indicated Competitor's rating while Red columns indicate it is
significantly lower than the indicated Competitor's rating.
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What Can KHS Do To Improve

Provider  Pprovider Portal Transporation
Network/Access 3% 1%
4%

Claims
5%

No Issues/Possitive
Feedback

Communication
37%

6%

Reimbursement
9%

UM/Auth & Referral
10%

Formulary/Pharmacy
25%
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Targeted Area of Improvement

Pharmacy/Formulary

KERN HEALTH
SYSTEMS

ompo d Q 0
a - a - a - G a AdJCO J
Pharmacy 32.2% 24.6% 40.9% 21.4% 21.8%
5A. Consistency of the formulary over time. 271 33.0% 242 27.7% 280 45.7% 21.8% 22.0%
5B. Extent to which formulary reflects current standards of care. 218 35.8% 245 26.9% 285 43.5% 22.6% 23.0%
5C. Variety of branded drugs on the formulary. 210 30.0% 235 20.4% 266 37.6% 20.0% 20.5%
5D. Ease of prescribing your preferred medications within formulary guidelines. | 209 32.5% 232 254% 268 40.7% 21.8% 224%
ilfhﬁzani/labi\ity of comparable drugs to substitute those not included in the 200 29.7% 237 29 4% 267 371% 20.8% 21.1%
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Pharmacy Action Plan

* Pharmacy satisfaction increased almost 8%, to 32.2%

* KHS identified Pharmacy as receiving lowest provider satisfaction
score

* Pharmacy/Formulary was the highest potential area of
improvement mentioned by providers (25%)

Provider Outreach:
* Q2 2019 KHS held a Pharmacy Provider Forum:

* On-line TAR Submission ¢ Reimbursement Aids
* Claims Submission * Regulatory Directives

How We Can Continue to Improve:

* Continue to Engage Local Physicians (Specialist) in Annual
Formulary Review (P&T Committee)

* Continue to outreach to providers and pharmacies on
formulary

Pharmacy Carve Out Takes Effect 2021
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Next Steps

e Continue to work to increase communication
with providers with Quarterly Provider Forums

KERN HEALTH
SYSTEMS

* KHS looking at ways to make changes to survey
incentive program to increase provider
participation in 2020

e KHS will continue to work with third party
vendor (SPH Analytics) to gauge provider
satisfaction. Our next survey will tentatively kick-
off during Q1 2020.
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Questions

KERN HEALTH
SYSTEMS

For additional information, please contact:

Emily Duran
Chief Network Administration Officer
(661) 664-5000
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Anita Martin, Chief Human Resources Officer
Date: February 13, 2020

Re:  Annual Employee Survey

Background

Kern Health Systems conducted the first Employee Survey in 2015 in accordance with our Three
Year Strategic Plan’s Sustainability Goal calling for creation of an employee Retention Plan.

As part of this plan, employees are surveyed to:
» ldentify factors which influence employee retention with KHS
» Evaluate internal opportunities for enhancing employees work experience with KHS
» Determine year to year unfavorable trends to address root causes in order to change their

trajectory.

We have just completed our fifth survey and in general, the survey would continue to be used to
assess employee’s satisfaction and their engagement with KHS.

A summary of the results (enclosed PPT presentation) will be presented.

Requested Action

Receive and File.
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SYSTEMS

Employee Satisfaction
& Engagement Survey
2019

Anita Martin
Chief Human Resources Officer
February 13, 2020
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Conducting the Survey

» EXECUTIVE SUMMARY

» 5 Key Reasons to Conduct Employee Satisfaction and Engagement Surveys
1.) Measure employee satisfaction and engagement
2.) Surveys facilitate ongoing communication
3.) Ability to develop an actionable plan for areas of opportunity
4.) Provide data for organizational planning and development
5.) Benchmark year-over-year results

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

results to the Board of Directors.
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The Survey

SCORING:

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

» Responses scored on a scale of 1 to 5. The scale is as follows:

Wary Unsatisfied Unsatisfiesd Mewrral Satisfied Wery Satisfied

1 2 3 4 5
» Participation: 91% (362 employees responded out of 397 active
employees (does not include 10 employees on excused LOA)

» The target performance satisfaction level of 80% (8 of 10) employees is
considered a high standard among similar work settings where 70%-75%
employee satisfaction is still deemed to be a positive, constructive and
supportive work environment
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Last Year’s Action Items

» Report EE Satisfaction Survey results to Directors and staff and develop an
action plan for scores below 80% (4.0 on last year’s scale)

» Continue with new Employee of the Month and VIP Program
» Role-out new Ceridian Dayforce LMS with LinkedIn Learning

» Role-out new Employee Performance Management Program inclusive of Goals
for all employees

» All departments to conduct team building activities
Results:

» All Action Items were complete resulting in improvement in areas such as;
Career Development

Employees’ understanding their role at KHS
Employees’ relationship with their supervisor
Employees’ one-on-ones with their supervisor
Pride to work at KHS

Overall satisfaction and enthusiasm to come to work everyday
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The Survey Responses
2015 - 2019

. . Overall Enthusiasm to come to
Overall Satisfaction
work everyday.

100 100

95 95

90 @ 90.6

o8 g4 864 90 ek
85 82.4 * L 85 0 F ¢854 83.8. @ 85.6
° 82.0 °

80 80 =
75 75

70 70

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Executive Team My Departments Leadership
(confidence, planning, doesn't play (confidence, planning, direction, doesn't play
favorites, keeps their word) favorites, leads by example)
100 100
95 95
90
%0 86.2 .
e ¢85
& 53'3 ¢ 835 & 80. ¢ 83.0
80 P —— — 80 ZB? o e S T P —
78.6 .- @ 77.0

75 75

70 70

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
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The Survey Responses
2015 - 2019 (cont.)

My Corporate Culture Pride )
(confidence, planning, direction, doesn't (proud to work at KHS, proud to wok in my
play favorites, leads by example) department)
100 100
95 95
90.3 90.0 90.1
% % 88.4 ° . 88.1 °
83.8 ° °©
83.2 5
2.1 85
8 80.3 ° . 80.9 8
80 =@ — 80
75 75
70 70
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Corporate Communication Department Communications
(KHS communications frequent enough, trust (my departments' leadership communicates
the Executives Teams communications, clearly, keeps me up to date, trust
Department communications, Executive Team communications, leadership listens.)
100 listens.) 100
95 95
90 90
8 508 81.1 85 192 82.0
O, e 1 e &
0 = T— W 73 Se— 80 ° 78
- 78.20 770
75 B
®732 7
70 70
2015 20162017 2018 2019 2015 2016 2017 2018 2019
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The Survey Responses
2015 - 2019 (cont.)

Career Development Your Role at KHS
(Oﬁ;rt:?ltltesdtobleatrr;-landrgr?w, OJ: offfred, (understand my role, how my role contributes,
communicated about my progress, encourages willingness to go above and beyond.)

100 development.) 100
95 95
90.1 89.9 I
90 90 88.7 o o -
° °
a5 84.7
80.6 S8 79.6 ° 85
3 e e e — e
77.8@ & -
75 75
70 70
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Recognition and Rewards Teamwork and Collaboration
(I am valued, KHS recognizes work well done, department leadership encourages, feel part of
praised for my work.) a team, departments work well together,
100 employees in my department work well
100 together.)
95
95
90
90
85 85
80.4 804 794 P
80 et =79.0 0 e |+ W—
77.6@ 78.1@
75 75
70 70
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
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The Survey Responses
2015 - 2019 (cont.)

Immediate Supervisor Diversity and Inclusion
(fair, comfort level, handles issues (all employees are treated fairly, comfort level
satisfactorily, coaches, gives encouragement.) with all employees of diverse backgrounds,
100 100 leadership ensures diversity.)
95
9 23
90
85.4 &3 042 90 056 .88'3 o878 8.0
85 o838 ° 838 o 85 o
80 80
75 75
70 70
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Pay/Benefits | would. recommend. KI-!'S toa
(paid fairly for the work | do/benefits friend or relative?
100 package) 100
95 95 92.2
92.0 91.6 92.0
ol 89.2 @ ° LLl—e
90 90 S
86.2 85.1
° . 83.7
85 ) s 85
789
80 — 80
75 75
70 70
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
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Employee Satisfaction
and Employee Engagement

Why measure both? What’s the difference?

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

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

A

Hearts, Spirits, Minds, and Hands

|euoneuLojsues |

Satisfaction

|euonoesuel]
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Employee Engagement 2019
Gallup Q12

Questions Responses (@ Favorable ® Neutral @ Unfavorable)

83 % 12% 5%
»

v Engagement index .

o5 5 252 5%
1. 1know what is expected of me at work. = >

2.1 have the materials and equipment | need to do my work right. 29% 59 3%

3. At work, | have the oppertunity to do what | do best every day.

4.1 the last seven days, | have received recognition or praise for doing good work.

5. My supervisor, ar sameone at work, seems to care about me a5 a person.

6. There is someone at work who encourages my development. 81% 2% c%
7. Atwork, my opinions seem to count. 68 % 22% 1%
8. The mission or purpose of my company makes me feel my job Is Important. 59 % 1051 %
9. My associate or fellow employees are committed to doing quality work. B3 % 12 % ﬁh
10. 1 have a best friend at work. 51 9% 33% 17 %
11. In the last six months, someone at work has talked to me about my progress. S 5 %3,%
12. This last year, | have had opportunities at work to learn and grow. 80 % E% T
B engaged Not Engaged [l Actively Disengaged
(favorable) (neutral) (unfavorable)

95 /246



KHS Board of Directors Meeting, February 13, 2020

Summary of the 2019 Employee Satisfaction
and Engagement Survey

At 83% in overall Engagement - KHS has good employee engagement
Strengths

Growth in our Learning and Development Department

EOM/VIP Recognition Program - Executive Lunch

Continue to promote from within and encourage professional growth

Continue to survey employees annually

Continue to grow and promote the new KHS Wellness Program
Opportunities

Communications throughout the organization

Top down - CEO Town Halls - March and November
Directors partner and collaborate with Execs for Inter-department communication opportunities

Recognition - Feedback to employees on performance, praise for job well done (during one-on-
ones)

Leadership - Lead by example
Listen to our employees
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Next Steps

Report 2019 Employee Satisfaction and Engagement Survey department
results to Directors and task them with an Action Plan for areas with a
score below 80%

Present in March to the Executive Officers Team

Report results of the 2019 Department Surveys and Department Action
Plan to each department and improvements based on 2018 Action Plan

Continue with new Employee of the Month Recognition Program which was
started in December 2018

Roll-out the new Ceridian Dayforce Development Plans/Succession
Planning

Continue year two of the new Performance Management Program inclusive
of Goals for all employees

1. Continue with Supervisor/Employee one-on-one’s monthly
2. Incorporate inter-department goals in the Performance Management Program

All Departments to continue quarterly team building activities

97 /246



KHS Board of Directors Meeting, February 13, 2020

Thank you!

Anita Martin

Chief Human Resources Officer
anita.martin@khs-net.com
(661) 664-5020
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KERN HEAL'TH
SYSTEMS

To: KHS Board of Directors
From: Alan Avery, COO
Date: February 13, 2020

Re: 2019 Member Satisfaction Survey

Background

Kern Health Systems (KHS), in partnership with participating providers, is committed to meeting
the expectations of our members as they interact with the health plan and when receiving health
care services through our provider network. Annually, KHS conducts a Member Satisfaction
Survey to measure and evaluate how well we are meeting members’ expectations.

As we continue to develop and implement the goals and objectives of the KHS Strategic Plan,
our annual Member Satisfaction Survey remains an important tool in this effort. For the past 4
years, KHS has engaged SPH Analytics to conduct our Member Satisfaction Survey. SPH
Analytics is a CMS and NCQA approved Medicaid, Medicare & Commercial Health Plan survey
vendor with a large footprint in California. SPH Analytics utilizes scores from various
benchmarks to provide comparative and trending data for the results from member responses to
the 59 questions provided on the survey.

The 2019 Member Satisfaction Survey results show that overall, 81% of our members are
satisfied with KHS compared to the industry benchmark of 77% (scoring above the 75%
percentile). As we look to the future we will endeavor to continue on the member centric path
encouraging the use of the Member Portal and self-service tools available there and by listening
to the voice of our members through the results of the annual Member Satisfaction Survey.

Requested Action

Receive and File.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 13, 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 million 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
Financial Packet

November 2019

KHS — Medi-Cal Line of Business

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

KHS Group Health Plan — Healthy Families Line of Business

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

KHS Administrative Analysis and Other Reporting

Monthly Member Count Page 15
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KERN HEALTH SYSTEMS
MEDI-CAL
STATEMENT OF NET POSITION
AS OF NOVEMBER 30,2019

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
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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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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 13, 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.
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KERN HEALTH
SYSTEMS

To: KHS Board of Directors
From: Robert Landis, CFO
Date: February 13, 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
BOARD OF DIRECTORS
NEW VENDOR CONTRACTS
February 13, 2020

Legal Name Contract
DBgA Specialty Address Comments Effective
Date
PAC 02/05/2020
1505 West A J Ste. 203
Tesa Kurin LM Licensed Midwife est Avenue S ote 3/1/2020
Lancaster CA 93534
Provider is already
3838 San Dimas St Ste. B-231 credentialed.
Michael G Oefelein MD | Urol 3/1/2020
chae erelen ne rology Bakersfield CA 93301 Contract Update TIN /A
5640 District Blvd Ste 111
Right Health , Inc. DME 3/1/2020
gt neattheare, Inc Bakersfield CA 93313 /1
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KERN HEALTH SYSTEMS
BOARD OF DIRECTORS
TERMED CONTRACTS

February 13, 2020

Legal Name
DBg A Specialty Address Comments Effective Date
Contractual due to no
535E.C tA t
Advanced Molecular Diagnostics, LLC Lab rescent Avenue response .o. 9/19/2019
Montvale NJ 07645 recredentialing &
Medi-cal enrollment
9730 Brimhall Road Ste. 1  |Contractual due t
Arthur Park, MD OB/GYN rimhati foad >te ontractual@ue tono |5 /672019
Bakersfield CA hospital privileges
530 K Street
Family Pharmacy Pharmacy er.n ree Business Closed 12/3/2019
Bakersfield CA
Hemant Dhingra, M.D. 3933 Coffee Road Ste. B
Nephrol Resi d 11/7/2019
The Nephrology Group, Inc. ephrology Bakersfield CA esigne 171
27141 Hid Ave #201
1) Trinity Compounding Pharmacy Pharmacy ,l away Ave Business Closed 12/14/2019
Bakersfield CA
4433 Ming A
New Leaf Pharmacy Inc Pharmacy .|ng venue Business Closed 11/18/2019
Bakersfield CA
901 Olive Dri
On Call Anesthesia LLC Anesthesia “.le rive Business Closed 12/31/2019
Bakersfield CA
The W 'sC Cent 3838 San Di St B-231
e Ywomen's Lare Lenter OB/GYN an bimas Business Closed 12/9/2019
Cary Shakespeare & Armi Walker Bakersfield CA
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KERN HEALTH

SYSTEMS
TO: KHS Board of Directors
FROM: Alan Avery, COO
DATE: February 13, 2020
RE: 4% Quarter 2019 Operations Report
Claims

The total incoming claims volume was slightly less in the 4" Quarter than previous quarters with
785,806 claims being received from providers. However, even with this slight decrease, the
claims volume continues to increase annually as we received over 3.1 million claims during
2019, compared to 2.9 million in 2018 and 2.4 million claims in 2017. The Claims Management
and Provider Network Management Teams continue to work with providers who continue to bill
paper claims, offering training and hardware resources to encourage electronic billing
submission. Those efforts are continuing to pay off with only 7% of the claims being submitted
on paper. | am pleased to report that claims is meeting all regulatory payment requirements for
the quarter as well as for the year. Lastly, our auto adjudication continues to occur at an
increasing rate. As of the 4™ quarter, 82% of qualified claims submissions were auto adjudicated
vs. our goal of 75%. We continue to work with Configuration, I.T. and Provider Network
Management to increase this rate along with improving our overall quality and efficiency.

Member Services

Incoming phone calls into the Member Services Department remained fairly steady throughout
the 4" quarter. We are receiving on average 148 more calls per business day in 2019 compared
to 2018. In spite of this increased phone volume, the staff was able to maintain the abandonment
rate of 3.2 % well below industry standard of 5%. The top five reasons for members calling
Member Services continues to remain the same-(1) New Member questions (2) PCP changes, (3)
Demographic updates/changes (4) ID Card replacement requests and (5) authorization referral
status. All of these top five reasons for incoming calls could easily be handled via the Member
Portal, therefore, we continue to encourage members to sign onto the portal and use the self-
service tools. During the 4™ quarter, Member Services received 2864 new member portal
account enrollments, for a total of 21,480 member accounts. This equates to 8.7% of our
members with online accounts compared to industry target of 4%. We also experienced a slight
increase in the number of members visiting the office in person to address their questions.
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Provider Relations

Changes to the KHS Primary Care network remained flat during the 4™ quarter with minimal
(4.4%) growth of the specialty provider network. Provider terminations were slightly greater
than previous quarters—primarily with physicians either leaving a group or the office closing.
Appointment availability continues to meet regulatory standards @ 3.1 days for PCP visits or
5.33 days for specialists.

In January, the California Department of Managed Health Care released its Timely Access
Report. The report summarized 2018 provider appointment availability data submitted by all
health plans (Commercial, Medicare and Medi-Cal Plans) and validated by external vendors.
Standards are established by the State and each health plan is ranked on how they perform to
each standard. Access measures are set for Primary Care, Specialty Care, and non-physician
mental health and ancillary services for both urgent and non-urgent appointments. Kern Health
Systems was ranked #1 in measuring service access for members. KHS was number one with
89% compliance in the percentage of all surveyed providers who had appointments available
within the urgent and non-urgent wait time standard. For non-urgent appointments only, KHS
was number one with 94% of providers surveyed showing appointment availability. For urgent
appointments only, KHS was number one with 83% of providers surveyed showing appointment
availability.

Human Resources

At the end of the 4™ Quarter KHS had 406 employees compared to a budget of 416. Employee
turnover in 2019 was extremely positive with only 8.90%, with the major contributors to that
turnover being Utilization Management and Members Services at 28% each. The majority of the
turnover continues to be in the voluntary category, primarily employees relocating out of the
area. Human Resources staff successfully completed the year end W-2 reporting along with the
annual employee satisfaction survey. Satisfaction Survey results will be shared at a future Board
meeting.

Grievance Report

Due to the holiday season, the total reported grievances for the quarter were less than the
previous quarter. As a reminder, in the 3" Quarter a change was made in the recording of Health
Plan grievances. A new category was added to the Grievance report with Exempt Grievances
being separated out as a unique category. Exempt Grievances are primarily service related
grievances that can easily be resolved the same day without significant research or follow up.
The Grievance Department tracks and trends these by provider and results are reviewed by the
Physicians Advisory Committee as part of the re-credentialing process. During the 4" Quarter,
another change was implemented for exempt grievances that have been identified by the
grievance coordinator with a possible Quality of Care issue. These are now being referred to the
Quality Department for further review. The percent of grievances overturned and ruled in favor
of the member changed significantly this quarter primarily as a result of the Quality of Care
grievance change. Past trends reflected 60% grievance decisions were upheld and 40% were
overturned. In the 4™ Quarter, 40% grievance decisions were upheld and 60% were overturned.
We will continue to monitor this trend and work with the Quality Department to determine if the
grievance coordinators are accessing quality issues appropriately.
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Transportation Update

Transportation activity during the 4™ quarter decreased in all areas—calls, transit passes, ride
share and medical vans. On the other hand, personal member ride requests increased. We are
unsure if these decreases were attributed to the extended holiday season or if ridership has finally
reached a plateau. We have opened up discussions with the local GET Bus management team to
explore expanding their current On Demand Transit pilot in Southwest Bakersfield to the other
three sections of town. This pilot is attempting to compete with the Uber and Lyft rideshare
products. It is a curb-to-curb ride share service using wheelchair accessible vans with flexible
on-call scheduling. This should provide our member with increased rider capacity within the
Bakersfield service area.

Requested Action
Receive and File.
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4th Quarter Claims Department Indicators

Activity
Quarter Quarter Quarter Quarter

Claims Received 785,806 788,199 764,979 793,629
Electronic 85% 93% - 93% 92% 92%
Paper 15% 7% - 7% 8% 8%
Claims Processed Within 30 days 90% 93% - 92% 89% 86%
Claims Processed within 45 days 95% 95% - 98% 96% 95%
Claims Processed within 90 days 99% 99% - 99% 99% 95%
Claims Inventory-Under 30 days 96% 97% - 95% 96% 93%
31-45 days <3% 2% I o 3% 6%
Over 45 days <1% 1% I 1% 1%
Auto Adjudication 5% 82% [N % si% 80%
Audited Claims with Errors <3% 2% - 2% 2% 2%
Claims Disputes <5% 1% - 1% 1% 1%
KERN HEALTH
SYSTEMS
kernhealthsystems.com 2
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Member Serv

4th
Activity

Incoming Calls
Abandonment Rate
Avg Answer Speed
Average Talk Time

Top Reasons for
Member Calls

Outbound Calls
# of Walk Ins

Member Portal
Accounts-Q/Total

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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<5%
<2:00
<8:00

Trend

Trend
Trend

4%

Sl

Quarter
74,441

3.2%
:34
7:24

New Member
PCP Change
Demographic
Referrals

ID Card

97,467
436

2864 (Q4)
21,480 (8.7%)

3rd
Quarter

81,107

2.6%

:28

7:00

Same

97,172

381

3625
18,544

an
Quarter

75,201

1.2%

112

7:05

Same

96,819

372

3424
14,905

ce Indicators

1St

Quarter

74,885

1.1%

112

6:47

Same

92,470

520

1872
11,481

4th
Quarter

82,112

2.5%

:29

7:00

Same

81,083

608

1568
9615



Activity

# of PCPs
# of Specialists

% Provider
Terminations

Termination
Reasons

Appointment
Survey

PCP

Specialty

KERN HEALTH
SYSTEMS

kernhealthsystems.com

Maintain

>1%
growth

<5% term

Average
wait time

< 10 days

< 15 days

4th
Quarter

0%

4.4%

2.23%

43%-Left Group
40%-Site Closed
8%-term
3%-Resigned
2%-Death
2%-Practice Sold
2%-Retirement

3.14 Days

5.33 Days
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3rd
Quarter

0%

1.1%

.94%

71%-Left Group
14%-Term
5%-Retired
5%-Resigned
5%-Practice
sold

3.7 Days

5.7 Days

an
Quarter

1.03%

31%

1.4%

65%-left
group
15% term
8% site
closed
8%-Retired
8%-practice
sold

4.4 Days

11.5 Days

_IihN

Provider Network Indicators

qst 4th
Quarter Quarter
3.2% .55%
1.46% 3.86%
.68% 1.6%
67%-left 89%-left group
group 11%-other
13%-term
13%site
closed
7% resigned
3.13 Days 6.4 Days
8.64 Days 7.6 Days
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Kern Health Systems Ranked #1 in All
Categories Measuring Service Access

* InlJanuary 2020, the California Department of Managed Health Care (DMHC)
released its Timely Access Report for Measurement Year 2018 provider
appointment availability.

*  Kern Health Systems ranked 1°t in the State in all 6 categories measuring service access

* 1%tin the percentage (89%) of all surveyed providers who had appointments available within
the wait time standards for urgent and non urgent.

* 1%tin the appointment available for non urgent appointments only, with 94% of providers
surveyed showing appointment availability.

* 1stfor urgent appointments only, with 83% of providers surveyed showing appointment
availability.

KERN HEALTH
SYSTEMS

kernhealthsystems.com
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Human Resources Indicators

Activity Budget 4t 3 2 1%t 4t
Quarter Quarter Quarter | Quarter | Quarter
412 406 397 391 387 383

Staffing
Count
12% 8.90% 11.36% 10.77% 10.36% 10.76%
Employee
Turnover
Turnover Voluntary 82.9% 81% 86% 80% 78%
Involuntar 17.1% 19% 14% 20% 9.75%
Reasons Decease dy 0% 0 0% 0% 0% 2.5%
Retired 0% 0% 0% 0% 9.75%
(1)
KERN HEALTH
SYSTEMS
kernhealthsystems.com 6
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B > B R\ |
Grievance Report

Q4 Q3 Q2 Q1 Q4
Category 2019 2019 | 2019 | 2019 | 2018
34 32 4 32

0 Authorizations and Pharmacy 3 9 14 12
187 Questioning denial of service 214 244 228 240
m 14 Miscellaneous 16 13 9 10

Quality of Care 323 Questioning services provided. All cases 65 26 29 22

forwarded to Quality Dept.

Questioning the professionalism, 0 1 6 3
courtesy and attitude of the office staff.
All cases forwarded to PR Department

Quality of Service 0

Total Grievances** 1720
(Formal & Exempt)

332 325 327 319

Exempt Grievances- 1515 1321 1216 1082

1847 1646 1543 1401

KERN HEALTH
SYSTEMS

**New Category-Exempt Grievances

kernhealthsystems.com 7
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Additional Insights-Formal Grievance Detail

4th Quarter Upheld Plan Overturned Still Under
Decision Ruled for Review
Member

Grievances

Access to Care 31 22 7 2
Coverage Dispute 0 0 0 0
Specialist Access 25 10 14 1
Medical Necessity 187 128 48 11
Other Issues 14 13 1 0
Quality of Care 323 54 269 0
Quality of Service 0 0 0 0
Total 580 227 339 14

KERN SYS%TH

kernhealtheysteme.com 8
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Transportation Update

Operational Statistics Q4 Q3 Ql Q4 Q3 (o) Ql
2019 2019 2019 2018 2018 2018 2018

Reimbursement

ALC Calls 134,982 157,239 123,448 113,417 98474 84958 60,283 31,752
One Way Rides 135,394 148731 129,084 119,091 107,514 94358 81,594 66,517
Scheduled
NMT 100,840 113,649 95526 86,786 73,055 60,683 45832 33,459
Bus Passes 2,575 3,678 2,679 3,565 2,875 5,809 4,813 5,383
Distributed
Ride Share Rides 97,422 109971 91,847 83,221 70,180 54,874 41,019 28,076
m 6,292 6,738 6,006 5,411 4,835 3,702 3,008 3,826
NEMT 34554 35082 33558 32,305 34459 33,675 35762 33,058
Van Rides Scheduled 33,958 34442 33,028 31,749 33970 33214 35283 32,662
Gurney Rides 596 640 530 556 489 461 479 396
Scheduled
1,762 1,419 1,878 1,038 975 712 164 47

ALC Admin Expense $775,838 $812,661 $750,070 $715,594 $656,604 $558,799 $522,945 $432,323

KERN HEALTH
SYSTEMS

kernhealthsystems.com 9
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To: KHS Board of Directors

From: Martha Tasinga M.D, MPH, MBA, Chief Medical Officer
Date: February 13, 2020

RE: CMO BOARD REPORT

Medical Cost and Utilization Trend Analyses: (Attachment A)

Physician Services: (PCPs, Specialists, Hospitalist, Other Professional and Urgent Care):

The utilization and cost of physician services remained stable from September 2019 through
December 2019 and at budget for all aides codes except SPDs. The number of visits per thousand
enrollees for SPDs continues to increase but the cost per visit is stable. This suggests that the
members continue to use less costly physician services. The high utilization of less costly
professional services is expected in patients with multiple chronic conditions who require regular
and frequent monitoring. This is a good trend because we believe it will lead to stabilizing the
patient’s medical condition and contributing to lower hospitalization (see inpatient slide). The
Overall (all aid categories) PMPM cost is stable, even though it remains higher than expected for
all aid categories. Similar to SPD’s, inpatient utilization remains below expectation illustrating the
impact seeing your physician early and often has on reducing hospitalization.

In 2020 our focus is going to be on identification and management of specific populations. We
will also be looking at the social determinants and how they affect compliance with different
treatment recommendations and develop specific interventions to address them. We are also
exploring ways to take care to the members instead of waiting for them to come to us. The
characteristics of the SPD populations put these members at a high risk for compliance with
treatment plans and delay in seeking care. We are hopeful that the new approaches to population
management will improve care for all our members with multiple chronic medical, social and
behavioral conditions and eventually reduce the total cost of care.

For outpatient visits, general exam was the number on reason for the visits for the Family/Other
Aide code. Chronic kidney disease, diabetes and hypertension are the top 3 diagnosis in the
expansion and SPD Aide codes. These 3 diagnosis go hand in hand and patients with all three are
on the short list of population management in 2020.
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Pharmacy

There is a spike in pharmacy for all aid categories is at or below budget for December 2019. We
will be able to evaluate the effect for the flu season this year when we complete analysis of the
January 2019 pharmacy data. Despite EO1, we continue to analyze utilization patterns and cost of
utilization to identify ways to better manage this benefit. Some of our programs will initially
increase use of appropriate medications but in long-term reduce to use of high cost services such
as acute care. We will continue to work with the Pharmacy and Therapeutic Committee in 2020 to
identify less expensive bioequivalent formulations of expensive medications when available.

Inpatient Services

The overall PMPM, cost per bed-day, bed-days incurred and average length of stay in the acute
hospital for ALL aide codes remains close to budget. While hospital days per 1000 members
enrolled remains below expectation, cost per bed is higher. This is not unusual with lengths of
stay dropping contributing to fewer bed days. Treatment which drive’s cost occurs in fewer days
impacting the cost per day performance.

KHS Case Managers continue to focus complex case management efforts on our members who
are at risk of hospitalization in 6 months. We discovered that when Case Management doesn’t
occur for these patients, 80% will be admitted to the hospital. Our studies show when these patients
are managed correctly, there is a 20% reduction in admissions vs patients not being case managed.
Our challenge to locating qualified case managers to absorb the demand for this service.

The top hospital used for inpatient services remains Bakersfield Memorial (Attachment B).

The C/Section rate for November of 2019 is 12 % which continues to be below State average for
low-risk, first birth deliveries which is running around 23% (Attachment C). The drop in the
Obstetrics Metrics for current month’s performance comes from claims lagging between delivery
date and claim received date. Since previous month’s performance which represent periods where
100% of claims associated with births have been received show little to no significant difference
in the ratio of vaginal vs. C/ Section deliveries, the 12% performance for November is not likely
to materially change following receiving all claims for November deliveries.

Hospital Outpatient

Hospital outpatient utilization and cost has been stable and below Budget for all Aide codes since
August of 2019. In 2020, we will continue to focus on appropriate management of chronic
conditions by primary care and reduce the numbers of Provider Preventable Admissions (PPA)
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Emergency Room (ER)

The PMPM cost and number of ER visits for most of 2019 had been at or below budget for all but
the SPD Aide code. The most frequent diagnosis for physician services in ER for all aide codes
in December, 2019 was upper respiratory infections. This is expected because of the flu season.
The second most frequent diagnosis for the ER for all Aide codes is urinary tract disorders. There
is a spike in ER utilization in the MCAL Expansion category. We will be doing a root cause
analysis to see if there is anything we can do the reverse the curve. Most of the ER visits are
occurring at BMH with Mercy hospital a close second (Attachment D).

Managed Care Accountability Set (MCAS)

This is aset of performances measures that DHCS selects for annual reporting by Medi-
Cal managed care health plans (MCPs). The new Managed Care Accountability Set (MCAS)
prescribes a set of 39 quality measures, with 19 measures subject to a 50% Minimum Performance
Level (MPL) benchmark. Just like with HEDIS, each measurement count requires a patient
encounter specific to service(s), that when performed, will indicate the measurement was met for
that patient. All KHS members identified as having the medical condition associated with the
measurement represent the denominator. When members receive service(s), it is recorded as
“compliant” becoming part of the numerator. The level of achievement is shown as the percentage
(%) of members receiving the required (service(s). The minimum target performance percentage
(MPL) is established by DHCS each year and they might also add or remove required measures
every year. As a result of these changes, Medi-Cal health plans and providers are under increased
pressure to coordinate their quality programming and metrics.

In response to these requirements, KHS has revised the Provider P4P to be aligned with the new
MCAS measures and requirements. KHS is also evaluation different ways to outreach the members
and encourage them to visit their PCPs and get the services. So far as we look at the 2019
measuring year and soon starting the record abstraction process, we are meeting 50™ percentile in
3 measures (immunizations for adolescents combo 2, post-partum care asthma Medication
Ratio).We are hopeful that by the time we complete the medical records abstractions we will be at
MPL for more measures.

We are also actively developing and implementing interventions to make sure we can get most of
the measures to the 50" percentile before the anchor date for 2020 measuring year. Since these
new measures and methods for capturing performance data necessitated changes that impact our
Board presentation, no MCAS report is included here but will be a part of future Board reports as
in the past.

Requested Action
Receive and File.
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KERN HEALTH Attachment A
SYSTEMS Governed Reporting System

Kern Health Systems

KHS Medical Management
Performance Dashboard
(Critical Performance Measurements)
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QKERN HEALTH
SYSTEMS Governed Reporting System
&  Physician Services

(Includes: Primary Care Physician Services, Referral Specialty Services, Other Professional Services and Urgent Care)

i CAL Expansion - Actual =—g—NICAL Family\Other - Actual il WICAL SPD - Actual = Total Combined - Actual
ssssas MCAL Expansion - Budget EEREE ] MCAL Family\Other - Budget s« MCAL SPD - Budget =sssss Total Combined - Budget
=i MCAL Expansion - Forecast MCAL Family\Other - Forecast == WICAL SPD - Forecast === Total Combined - Forecast
Professional Services Incurred by Aid Group PMPM Cost per Professional Service Visit by Aid Group
$300 $160
- - ®
- /\/DN——\/\\‘ -
$200
$120
$150
EEraErasEsasaE s ssessEEsaaEAEEeEAsEsesEsEasEsEAeEsESsasEssmesssmsassmEEs s100 e
$100
- 253 rsssepeeneepaniasy <0
$0 $60
G- TRPEX: SN - SRN: SN - NN SV - BN SN - SN SN - SVX G TN TS TN SN SN SN - I SN - NN S-SR
(’,LQ'\ Q,.LQ'\ n,lp'& ‘,Lg’\, ‘,Lg'\, *’LQ\ (\,.LQ'\, \)\,Lg’& %,.LQ'\, Q,.LQ'\, C‘,Lg’\ \‘,.LQ'\, (,’LQ’& (’,LQ\ “10’\ ‘07’6\' ‘,LQ'\ ‘,.LQ'\ *,Lg'& <\,Lg’\, \)\,Lg'\, %,Lq’\ Q,LQ'\, (,‘7’0’& “,.LQ'\ (,7’6\'
[N AR N O NS WHT BT @R ot (O T o I AR N O RN A W BT R ot T (ot T o
Professional Service Visits per 1,000 per Month by Aid Group Professional Service Visits per Member per Month by Aid Group
2500 2.50
2000 2.00
1500 1.50
1000 1.00
500 0.50
0 0.00
A W9 9 WO O O O O O O O O O A% W9 O WO O O O O O O O O O
20> A0 19 (A0 (29 10> 9 (19> 120> 99> (40> 29> 10 10Y 19> 19 (10> 0> 10 A0 (19 10> 9> (19> 20> 10
02T 0T (@@ T (T pt Tt T 0T W T e e T o T (ot et 0T 0T (@@ T T pt Tt T T W T e eR T oS o et

181 /246



KHS Board of Directors Meeting, February 13, 2020

QKERN HEALTH
SYSTEMS Governed Reporting System

& Pharmacy

(Includes: Claims paid by PBM)
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Governed Reporting System

Inpatient

(Includes: Inpatient Hospital Claims)

i CAL Expansion - Actual

=i MCAL Expansion - Forecast

Inpatient Services Incurred by Aid Group PMPM

$350
$300
$250
$200
$150

$100

$50

$0

’LQ\% 10»@ 10'@ 10»\,‘3 10«\3 ’ch@ 10»\,0) ’L“’@ 10»\,‘3 'LG\'Q 10\‘3\‘10»\,‘3 ’LQ'@
©

02 T (@@ g T et (gt T W e e T o o°

Incurred Bed Days per 1,000 per Month by Aid Group
140

LR R R R R R R R R R R RN RN Y]
120 o
100
80 N
-
60

40 St iiausssessssessEsEsEEsE e EEEsEEEssEEEsseEEEseEsEEEEEEE

20

> C) C) ¢
(’,LQ\- ,LQ'\- ,LQ'& ,LQ'\

¢l ¢l ¢ ¢ ¢ o o o ¢
,.LQ'\ ,)’Q'\- ,Lg\ \,LQX ,LQ\- ,Lg’& ,LQ'& \‘,LQ'\ C,.LQ’\
o o T o

R N S N M T O

=—g—NICAL Family\Other - Actual
ssssas MCAL Expansion - Budget EEREE ] MCAL Family\Other - Budget
MCAL Family\Other - Forecast

i WICAL SPD - Actual
wsssss WMCAL SPD - Budget
B WICAL 5PD - Forecast

= Total Combined - Actual
=sssss Total Combined - Budget
== Total Combined - Forecast

Cost Per Bed Day by Aid Group

$4,500
$4,000
$3,500
$3,000
$2,500
;:-—-----------------------_-------_------------
$2,000 wsn @ VITHINIEINIHIIIATL TTHINIEIIHIIIEITHIE
G TR TN TN TN SO SRR SN SN SN SUNN SN -}
O A A0 0% A0 40N A0 A0 0% 40N 40N 0 40N
Oecl \@1 Ye@ \1\3‘1 Np‘lw@ \\)01 o }\)%1 s?ﬂ’l 0@.\1 5 Oe&
Average Length of Stay in Days by Aid Group
6
5
4
3
2
B W9 W9 W9 W9 WO WO WO WO WO WO O O
O3 A0 A0 0% A0 0% 40 A0 A0V 40 A0V 0V 4OV
OQC’L \%@ @31 N\%‘l N?‘l\hﬁ“l \\)“1 o P&?} Seql 06\1 V\oql o

183 /246



KHS Board of Directors Meeting, February 13, 2020

KERN HEALTH
SYSTEMS Governed Reporting System
& Inpatient

(Includes: Inpatient Hospital Claims)
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Governed Reporting System

@ Outpatient Hospital

(Includes: Outpatient Diagnostic, Outpatient Surgery, Outpatient Observation, and Outpatient Other)

i CAL Expansion - Actual

=i MCAL Expansion - Forecast

Outpatient Services Incurred by Aid Group PMPM
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QKERN HEALTH
SYSTEMS Governed Reporting System
& Emergency Room
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Inpatient Admits by Hospital

630

430

230
30 —— ° PR ——2

Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19  Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19

BAKERSFIELD MEMORIAL 541 565 557 617 649 620 527 688 695 648 773 594 678
MERCY HOSPITAL 251 303 269 326 272 362 290 311 368 318 321 271 275
ADVENTIST HEALTH 188 278 298 298 337 309 317 375 311 310 349 299 299
KERN MEDICAL 308 285 235 333 321 354 258 256 299 263 320 203 353
GOOD SAMARITAN HOSPITAL 35 42 30 34 61 65 72 70 60 63 73 47 66

800
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0 ‘/o\‘_—_/—o\_’__/\"\./.
200
o °
0 v’ & & A g & & @ \d & & ' 4 @ ®
Dec-18 Jan-19 Feb-19 Mar-19  Apr-19 May-19  Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19
OUT OF AREA 240 322 278 293 330 325 279 296 361 336 351 271 311
DELANO REGIONAL HOSPITAL 43 60 36 57 46 83 63 59 70 64 61 80 52
BAKERSFIELD HEART HOSP 41 50 50 34 45 37 43 46 60 59 50 61 50
KERN VLY HLTHCRE HOSP 6 12 8 10 11 15 9 9 8 8 1 5 8
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Obstetrics Metrics

155
105
55
5
Dec-18 Jan-19 Feb-19 = Mar-19  Apr-19 May-19  Jun-19 Jul-19
BAKERSFIELD MEMORIAL 103 117 103 77 115 98 105 119
KERN MEDICAL 101 91 88 72 98 93 71 106
OTHER 156 171 132 188 127 126 148 167
MERCY HOSPITAL 43 40 49 59 34 54 39 45
DELANO REGIONAL HOSPITAL 8 14 8 15 8 17 17 32
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Dec-18 Jan-19 Feb-19  Mar-19  Apr-19 May-19  Jun-19 Jul-19
VAGINAL DELIVERY 298 298 286 296 287 277 280 350
C-SECTION DELIVERY 67 74 65 55 60 76 55 76
PREVIOUS C-SECTION DELIVERY 46 61 29 60 35 35 45 43
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Dec-18
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KERN HEALTH SYSTEMS
CHIEF EXECUTIVE OFFICER’S REPORT
February 13t, 2020
BOARD OF DIRECTORS MEETING

REGULATORY AND COMPLIANCE ACTIVITIES

Regulatory and Compliance Monthly Activities Report

Attachment A is the monthly update on regulatory and compliance activities impacting KHS.
Regulatory Compliance Audit Program

Internal audit findings under Attachments B and C for all selected & audited APLs and PLs show
either KHS is in compliance (Green), review still in process (White), no longer applicable or
information only (Gray), or not in compliance and requires corrective action (Red).

Where audits were done, all but one APLs or PLs were identified as being in compliance. Several
audits remain open or yet to begin (White). These items will carry over to future reports as new
information on the audit of each item becomes available. The only item in (Red) pertains to APL
18-010 involving Prop 56 Directive Payments to qualified providers. This program provides
additional payment for specific CPT codes. Our Compliance Auditor is awaiting additional
feedback from various stakeholders before completing the audit ensuring the policy is being
followed consistent with DHCS expectation.

PROGRAM DEVELOPMENT UPDATES

RX Carve-Out

DHCS has been moving forward on the Governor’s Executive order to Carve-Out Pharmacy
services from Managed Care Plans effective 1/1/21. In November DHCS selected Magellan
Health as the vendor to administer the statewide benefit. This selection was appealed: however,
the appeal was overturned and Magellan Health will administer the statewide Rx program. Staff
and our trade associations continue to advocate with legislators, the Governor’s office, and DHCS
to ensure proper planning is conducted prior to the transition. Internal strategizing and operational
preparations have begun.
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Medi-Cal Healthier California For All (formerly CalAIM)

Medi-Cal Healthier California For All is a multi-year initiative by DHCS to implement policy
changes with the objective of: 1) Reducing variation and complexity across the delivery system;
2) ldentifying and managing member risk and need through population health management
strategies; and 3) Improving quality outcomes and drive delivery system transformation through
value-based initiatives and payment reform.

DHCS workgroups are discussing population health management, NCQA accreditation, enhanced
care-management and in-lieu of services, behavioral health, and pilots to integrate physical,
behavioral, and oral health. Additionally, the “Medi-Cal Healthier California For All” proposal is
likely to include changes to the Health Homes Program effective in 2021. DHCS is holding a
meeting with Plans in early February to discuss these proposed changes. KHS’ Chief Medical
Officer is included on the workgroup discussing NCQA accreditation. Our trade associations are
included in all workgroups, and internal staff is providing feedback on the various proposals. The
workgroup process will continue through February and DHCS will be finalizing their proposals
over the 2" quarter. Leading up to DHCS’s submission to the Federal government (CMS) for their
approval this summer, will be a series of meetings held with KM through a jointly represented
work group. The outcome will be the creation of a work plan enabling, where suitable, for KM to
continue to operate programs and services that now will be transitioned though KHS and not
directly with KM. The work plan is being requested of all health plans and public hospitals for all
counties statewide where this may apply and there is a capability and desire shown by the hospitals
to continue to administer applicable programs and services.

Concurrently the State legislative and budget process will include further guidance over the first
half of 2020. Internal strategizing and operational preparations have begun, with a focus on those
items proposed to begin 1/1/21. Included under Attachment D is a summarizing of the major
proposed initiatives.

Long Term Care and Transplants Carve-In

In the Fall of 2019 DHCS notified Health Plans of their intent to add Long Term Care and Organ
Transplants Services as Medi-Cal benefits under the Medi-Cal Managed Care Health Plan’s
responsibility effective 1/1/21. This will include care provided at Skilled Nursing Facilities,
Subacute Facilities, and Intermediate Care Facilities, as well as coverage for transplant services.
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Staff is analyzing internal impacts as a result of this upcoming change. In late January, Health
Plans convened in Sacramento to discuss implementation strategies and best practices in managing
this upcoming benefit. KHS staff and DHCS will continue to work together on operational
implementation.

LEGISLATIVE SUMMARY UPDATE

Federal Update

Congress failed to come to agreement on legislation related to Surprise Billing or Pharmacy Drug
costs in the 2019 year-end spending package. At this time these bills would have minimal direct
impact to KHS, but staff continue to monitor the ongoing negotiations of these policies. It is
anticipated that a May healthcare funding package could provide a vehicle for these policies to
move forward.

Staff continue to monitor nearly a dozen CMS proposed administrative rules. Several draft rules
have completed the comment process and are awaiting finalization by CMS. A couple of the
recently finalized rules have been put on hold due to legal interventions. The recent draft Medicaid
Fiscal Accountability regulation would significantly impact California Medi-Cal financing.
Several discussions have occurred between Health Plans, the State, and the broader provider
community. A variety of stakeholders will be giving CMS feedback over the next several weeks.

State Legislative Session

The State Legislature reconvened on January 6. The last day for new bills to be introduced is
February 21%. Included under Attachment E are a list of bills being tracked in this session. It is
anticipated many more bills will be added as the legislative session proceeds.

Governor Newsom unveiled the January proposed State Budget on January 10", Local Health
Plans of California (LHPC) released a summary memo outlining the key provisions included (see
Attachment F). The proposed budget includes funding for many of the initiatives KHS has been
tracking including the Rx Carve-Out and Medi-Cal Healthier California For All. A revised budget
will be released in May before being finalized by late June. Between now and then KHS staff will
continue to monitor and provide feedback.
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KHS FEBRUARY 2020 ENROLLMENT:
Medi-Cal Enrollment

As of February 1, 2020, Medi-Cal enrollment is 173,924 which represents an increase of 0.01%
from January enrollment.

Seniors and Persons with Disabilities (SPDs)

As of February 1, 2020, SPD enrollment is 14,015, which represents a decrease of 0.1% from
January enrollment.

Expanded Eligible Enrollment

As of February 1, 2020, Expansion enrollment is 60,505 which represents an increase of 0.3%
from January enrollment.

Kaiser Permanente (KP)

As of February 1, 2020, Kaiser enrollment is 9,038 which represents an increase of 0.5% from
January enrollment.

Total KHS Medi-Cal Managed Care Enrollment

As of February 1, 2020, total Medi-Cal enrollment is 257,482 which represents an increase of
0.1% from January enroliment.

Membership as of el

Month of Eligibility UL
FAMILY SPD EXPANSION KP BABIES |Months Total
2017-12 170,425 13,297 57,487 7,933 447 249,589
2018-12 172,770 13,637 59,234 8,371 477 254,489
2019-03 173,705 13,763 59,690 8,444 399 256,001
2019-06 175,218 13,970 60,784 8,651 416 259,039
2019-09 174,931 14,015 61,250 8,889 504 259,589
2019-12 175,022 13,960 61,154 9,018 419 259,573
2020-01 173,500 14,023 60,316 8,993 410 257,242
2020-02 173,549 14,015 60,505 9,038 375 257,482
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Note: Kern County Department of Human Services (DHS) was contacted regarding the enrollment decrease
since December 2019. Medi-Cal health plans statewide experienced similar decreases. DHS indicated in
January they began a new automated discontinuance process when Medi-Cal beneficiaries do not complete
the Annual Eligibility Redetermination process. In the past, beneficiaries were manually discontinued and
the County had to focus on backlog work. This automated process will lead to more timely discontinuance
and allow them to focus on the future. This will “settle out” over time and should eliminate the up and
down performance experienced each year when DHS catches up on their redetermination process.
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KHS ADMINISTRATIVE INITIATIVES
Provider Relations:

The annual “Pay for Performance 2020 launch dinner with providers was well attended. This
year the P4P program focused on two new approaches around incentives for performance
relating to changes to the program necessary to accommodate DHCS requirements. The
changes involve the way providers receive credit for services qualifying for the supplemental
payment while recognizing newly added performance measures to the program. For 2020 the
more elaborate MCAS program (formally HEDIS) will include additional patient service
measures along with a higher performance goal requirement (50% instead of 25% of
qualifying patients must receive the service). To encourage physicians to reach out to patients
identified needing service under each measure, KHS will pay more each time a % threshold
is met e.g. 10%, 20%, etc. The new threshold value for each service performed is paid on
each preceding encounter when reaching the new threshold. Thus physician’s compensation
per measure increases as more of their qualifying patients receive the appropriate service
under that measurement. As with HEDIS, plan-wide performance will be shared with the
Board throughout the year as part of the CMO report.

Provider Portal Utilization

Encouraging provider office staff to conduct inquires, track claims, review reports and submit
information using the Provider Portal results in faster response times for providers. Below is the
utilization summary for the most recent three months of data.

November 2019 December 2019 January 2020
Total HealthX User Accounts 3,765 3,900 TBD
Total HealthX User Accounts 234 383 TBD
Page Views 625,781 680,859 701,281
Unique Page Views 243,291 280,080 270,169
Avg. Time of Page 3:23 3:13 3:16
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Marketing/Public Relations
Community Sponsorships:
KHS will share sponsorship in the following events in February and March:

e KHS donated $2,000 to United Way of Kern County (fiscal agent) for the Homeless
Connect Resource Fairs. City, county, faith based groups, non-profits and community
organizations are collaborating to provide direct health & social services to homeless
individuals and high-risk residents. Events throughout Kern Country are planned to
connect homeless individuals to resources and services.

e KHS donated $1,250 to the Garden Pathways “Heart of the Country” event at Buck
Owens’ Crystal Palace on February 6",

e KHS donated $5,000 to the Kern County Superintendent of Schools (KCSOS) to sponsor
the Drugs Trends & Effective Strategies Symposium on February 7". Our donation
enabled the KCSOS to book Tony Hoffman as the keynote speaker. He will share his
story from addiction to the 2016 Olympics.

e KHS donated $2,500 to the Links for Life “Love Links!” luncheon at Buck Owens’
Crystal Palace on February 13"

e KHS donated $500 to the Lamont Chamber of Commerce 2020 Installation Dinner on
February 27,

e KHS donated $2,500 to the 2020 RecycleMania event (free document and electronics
destruction) organized by the Better Business Bureau Central California & Inland Empire
Counties & the Bakersfield Police Department at California State University Bakersfield
on February 29". Proceeds collected will benefit Explorer Post 521.

e KHS donated $2,500 to the American Heart Association ‘2020 Go Red for Women
Luncheon” at the Marriott Convention Center on March 6™.

e KHS donated $3,000 to the United Way of Kern County “A Chocolate Affair” event at
the Westchester Events Hall on March 7%,

e KHS donated $1,000 to The Wildlands Conservancy - Wind Wolves Preserve “7™ Annual
Spring Nature Festival” on March 21% and 22",

e KHS donated $2,500 to the Kern County Cancer Fund’s 7" Annual “Campout Against
Cancer” on March 27" and 28". KHS employees are also raising funds to support this
event benefitting Kern County cancer patients.

e KHS donated $1,000 to Steward’s “Bakersfield Amazing Race” on March 28",
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Community Events:
In February and March, KHS will participate in:

e 2/21 Homeless Connect Resource Fair @ The Need Center in Taft

e 3/6 Homeless Connect Resource Fair @ Lamont Park

e 3/11 Shafter Community Wellness Fair @ Shafter Youth Center

e 3/12 Kinder Roundup @ Pioneer School in Delano

e 3/19 Homeless Outreach Days @ Bakersfield Homeless Center

e 3/19 Apple Core Project Resource Fair @ David Nelson Park in East Bakersfield

e 3/26 Homeless Connect Resource Fair @ Dream Center in Bakersfield

e 3/27 Stuff the Bus Food Drive & Resource Fair @ Valley Plaza parking lot in Bakersfield

Employee Newsletters:

The Employee Newsletters can be seen by going to the following links:

January 2020 - https://us20.campaign-archive.com/?u=f1b2565c17b55547feeb94aeb&id=6e26014961
February 2020 - https://us20.campaign-archive.com/?u=f1b2565c17b55547feeb94aeb&id=54dcc00730

ADMINISTRATIVE PERFORMANCE REPORTS
Dashboard Presentation

e The Dashboard Reports showing KHS critical performance measurements for
Administrative Services are located under Attachment G.
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Department of Health Care Services (DHCS)
All Plan Letters (APL)

DHCS issued six (6) APL during the months of December and January to provide guidance for
Managed Care Plans (MCP) — all six (6) APLs apply to KHS and are on track for appropriate
implementation as required by the APL.

APL 19-015: Proposition 56 Directed Payments for Physician Services

(Supersedes APL 19-006)

The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care health plans
(MCPs) with guidance on directed payments, funded by the California Healthcare, Research and
Prevention Tobacco Tax Act of 2016 (Proposition 56), for the provision of specified physician
services.

Issued: 12/24/2019

Implementation Date: 07/01/2019

Action Item: Timely payments to providers and reporting to DHCS (45 days after end of each
calendar quarter)

APL 19-016: Proposition 56 Directed Payments for Developmental Screening Services

The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care health plans
(MCPs) with guidance on directed payments, funded by the California Healthcare, Research and
Prevention Tobacco Tax Act of 2016 (Proposition 56), for the provision of standardized
developmental screening services for children.

Issued: 12/25/2019

Implementation Date: 01/01/2020

Action Item: Timely payments to providers and reporting to DHCS (45 days after end of each
calendar quarter, starting with quarter ending 06/30/2020)
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APL 19-017: Quality and Performance Improvement Requirements

Supersedes APL 17-014

The purpose of this All Plan Letter (APL) is to notify all Medi-Cal managed care health plans
(MCPs), including MCPs delivering services to members with specialized health care needs
under the Population-Specific Health Plan (PSP) model, of changes to the Quality and
Performance Improvement Program and requirements.

Issued: 12/26/2019

Action Items: Compliance with requirements

APL 19-018: Proposition 56 Directed Payments for Adverse Childhood Experiences Screening
Services

The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care health plans
(MCPs) with guidance on directed payments, funded by the California Healthcare, Research and
Prevention Tobacco Tax Act of 2016 (Proposition 56), for the provision of standardized Adverse
Childhood Experiences (ACEs) screening services for adults (through 64 years of age) and
children.

Issued: 12/26/2019

Implementation: 01/01/2020

Action Items: Timely payments to providers and reporting to DHCS (45 days after end of each
calendar quarter, starting with quarter ending 06/30/2020)

APL 20-001: 2020-2021 Medi-Cal Managed Care Health Plan Meds/834 Cutoff and Processing
Schedule

The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care health plans
(MCPs) with the 2020-2021 Medi-Cal Eligibility Data System (MEDS)/834 cutoff and
processing schedule.

Issued: 01/03/2020

APL 20-002: Non-Contract Ground Emergency Medical Transport Payment Obligations

The purpose of this All Plan Letter (APL) is to provide Medi-Cal managed care health plans
(MCPs) with pertinent information concerning enhanced reimbursement obligations for Fee-For-
Service (FFS) ground emergency medical transport (GEMT) services reported using Current
Procedural Terminology (CPT) codes A0429, A0427, A0433, A0434, and A0225. These
payment standards impact MCP reimbursement of out-of-network GEMT services, as required
by Title 42 of the United States Code (USC) section 1396u-2(b)(2)(D), commonly referred to as
“Rogers Rates.”

Issued: 02/05/2020 (dated 01/31/2020)

Implementation: 07/01/2019

Action Items: Timely payment to providers
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Department of Manage Health Care (DMHC)
All Plan Letters (APL)

The DMHC issued five (5) APLs during the months of December and January to provide
guidance to health care service plans — two (2) of the APLs do not apply to KHS Medi-Cal
business; three (3) are on track for appropriate implementation as required by the APL.

APL 19-023: Standard Prescription Drug Formulary Template

The Department of Managed Health Care (the DMHC or Department) issues this All Plan Letter
(APL) to provide guidance regarding recently adopted regulations outlining minimum standards
and requirements for health care service plan prescription drug formularies subject to Health and
Safety Code section 1367.205.

Issued: 12/04/2019

Implementation: 10/01/2019

Action Items: E-1 filing by 01/24/2020 (complete); comply with the Formulary Regulation
standard template and other requirements effective April 1, 2020

APL 19 — 024: Association Health Plans

This All Plan Letter (APL) reminds health plans, solicitors, brokers and others that in California,
group coverage may not be sold to individual subscribers directly or “indirectly through any
arrangement.”1 Likewise, large group coverage may not be sold to small employers through
multiemployer welfare arrangements (MEWAS),2 association health plans (AHPs),3 voluntary
employees’ beneficiary associations (VEBAs)4 or any similar arrangements (collectively
“associations”)

Issued: 12/09/2019

Not applicable to KHS Medi-Cal Managed Care

APL 20-001: Newly Enacted Statutes Impacting Health Plans

This All Plan Letter (APL) outlines newly enacted statutory requirements for health care service
plans (plans) regulated by the Department of Managed Health Care (DMHC). In this APL, the
Office of Plan Licensing (OPL) identifies and discusses fourteen bills enacted this session that
may require plans to update EOCs, disclosure forms, provider contracts and/or other plan
documents. Plans must review relevant plan documents to ensure those documents comply with
newly enacted legislation. The DMHC expects plans to comply with all applicable statutes upon
the statutes’ effective dates.

Issued: 01/15/2020

Action Items: Compliance with regulations

APL 20-002: Enrollment Data Reporting
The Department of Managed Health Care (DMHC) issues this All Plan Letter (APL) to inform

health care service plans (Plans) of the requirements of Senate Bill (SB) 129 (Pan, Ch. 241, Stats.

2019). 1 Health and Safety Code section 1348.95, as amended by SB 129, requires Plans to file
enrollment data by product type with the DMHC for: Individual and small group products sold
inside and outside the California Health Benefit Exchange; Large groups; Administrative

3]
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services-only business lines; Any other business lines; and Multiple employer welfare
arrangements (MEWAS) as of December 31 of the prior year. This letter provides guidance
regarding the SB 129 annual enrollment reporting filing requirements.

Issued: 01/21/2020

APL 20-003: Provider Directory Annual Filings 2020

Section 1367.27, subdivision (m), requires health plans to submit provider directory policies and
procedures to the Department annually. Attached are the Department’s Provider Directory
Checklist — Annual Filing and the Model E-1 Exhibit for Section 1376.27 compliance filings.
The Department provides this checklist as a reference tool for health plans when completing the
annual filings required by California Health & Safety Code section 1367.27. The checklist is also
available for download from the Department’s eFiling web portal.

Issued: 01/24/2020

Action Items: E-1, J-14, E 11-6 Filings by 04/15/2020

Additional Regulatory Requirements:

In addition to the issuance of the above-mentioned APLs, the following regulatory requirements
were issued during the months of December and January:

Annual Network Certification Policy Changes

Effective July 1, 2021, Medi-Cal managed care health plans (MCPs) will be responsible for
certifying subcontracted networks. This document previews the general policy guidance related
to how MCPs will certify subcontracted networks and the submission requirements.

The goal of the policy change is to ensure that MCPs that delegate their responsibility to provide
Medi-Cal covered health care services to subcontracted networks meet Network adequacy
requirements. MCPs must demonstrate through their Network certification submission to
Department of Health Care Services (DHCS) that all MCP members have access to Networks
that are compliant with state and federal Network adequacy requirements.

Issued: 12/03/2019

Implementation: 07/01/2021

Action Items: Plan of Action submission by 03/16/2020

Managed Care Data Improvement Project

As part of DHCS’ ongoing effort to improve Medi-Cal data quality, MCQMD has launched the
Managed Care Program Data Improvement Project (MCPDIP) which will transform the manner
in which key data sets are reported to, and managed by, the Department. Most data sets included
in this project are reported to DHCS today using Excel templates—member grievances and
appeals, continuity of care, and out of network access requests. In addition, this project will
implement a new data set which identifies the Primary Care Providers assigned to each plan
member.

Implementation: 07/01/2020

Action Items: development of new data file; testing end of first quarter 2020

COMPLIANCE
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All Plan & Policy Letter Reviews

The following matrices are included with the month’s BOD packet: Prospective Reviews of DHCS
and DMHC 2019 All Plan Letters [Attachment B]; Retrospective Audits 2018 All Plan Letters
[Attachment C]; and Government Audits [Attachment D]

Summary of Potential Fraud Investigations for 2019

KHS coordinates and communicates information and evidence of potential fraud to appropriate
state and federal officials. The Compliance Department maintains communications with state and
federal agencies and cooperates with all of their related requests. Information gathered during an
investigation is forwarded to the appropriate State and federal agencies as needed.

Health Plan Member:

The Compliance Department received a total of five (5) reports of alleged fraud, waste, or abuse
by KHS Medi-Cal members in 2019; and three (3) additional reports related to potential member
ineligibility for Medi-Cal benefits. The Compliance Department substantiated that two (2) of the
cases involved possible fraud, waste, or abuse. These, along with the three (3) potential eligibility
concerns, were reported to the Medi-Cal Program Integrity Unit of the California Department of
Health Care Services for investigation. The Plan does not know the outcome of the Department’s
investigation pertaining to these cases.

Health Plan Contracting Provider:

There were three (3) cases of possible fraud, waste, abuse involving participating providers that
were reported to the Compliance Department for investigation in 2019. Two (2) cases were
deemed by the Compliance Department as reportable to the State Medi-Cal Program Integrity Unit.
The Plan does not know the outcome of the Department’s investigation pertaining to these two
cases.

Summary of Potential Protected Health Information Disclosures for 2019

KHS is dedicated to ensuring the privacy and security of the PHI and PI that may be created,
received, maintained, transmitted, used or disclosed in relation to our members. As such, KHS
strictly complies with the standards and requirements of Health Insurance Portability and
Accountability Act (HHIPAA) and the Health Information Technology for Economic and
Clinical Health Act (HITECH).

In 2019, Compliance investigated and reported a total of 23 individual potential concerns to
DHCS. In all cases closed, DHCS determined the cases to be “non-breach” due to the corrective
action and mitigation steps taken by KHS and the level of risk involved in each potential case.
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Reporting to Government Agencies for December and January:

December 2019
Report Name/ltem Status

BHT-CDE Monthly On time
MER Monthly On time
NMT-NEMT Monthly On time
Call Center Report On time
Provider Calls Monthly On time

January 2020

Report Name/ltem Status

AB 85 Adult Expansion Default .
Assignment On time
AB 1455 Claims Settlement (DMHC) On time
Annual Anti-Fraud Report (DMHC) On time
Avrbitration Decision (DMHC) On time
CBAS Quarter 4, 2019 On time
CBAS Waiver On time
Dental Anesthesia Quarter 4, 2019 On time
Grievance Report Quarter 4, 2019 (DMHC) On time
Marketing Plan On time
MER Monthly On time
NMT-NEMT Monthly On time
Provider Calls On time
Provider Network Reports On time
Q4 Monitoring Report (QMRT) On time
QI/UM Committee Minutes On time

6
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2019 DMHC All Plan Letter Index and Status Updates

Attachment B

Plan Compliance

APL Number Descripti | cted Department | cted Functi Status/Ci 1t
escription mpacted Department(s) mpacted Functions Review Date atus/
Notification of pending webinars
li ing the collecti f health

APL 19-001 Health Plan Webinars Compliance regarding the collection o' ealt 1/11/2019 No action required
- IT plan data to be uploaded into the

Health Plan Profile.

The APL outlines several newly

enacted statutory legislative

Health Services requirements for health Plans. KHS
APL 19-002 Newly Enacted Statutes Pharmac response to the DMHC is due by 1/11/2019 Plan provided required
- Impacting Health Plans Com Iia:ce March 1, 2019, unless otherwise response to DMHC.
P noted. KHS Health Services and
Pharmacy Departments could be
impacted.
) . ) . Provides guidance and instructions .

APL 19-003 G}Jldance Regardln‘g P.rowder Com!)llance ' to Plans regarding the Annual Filing 1/14/2019 Docurnents sentFo Provider
— Directory Annual Findings Provider Relations I N Relations for review.

of the Provider Directory.

Provides general information and

guidance regarding the review of
APL 19-004 TeIeheaIth/Te!edentistry ComPIiance ) telehealth and'tele dentistry ) 1/23/2019 Stakel'woldel"s completed the
- Sample Questions Provider Relations contracts, services, and benefits by questionnaire.

DMHC and the Office of Plan

Licensing.

Plan Year 2020 QHP and QDP

APL 19-005 an Year 2020 QHP and Q N/A N/A 1/24/2019 N/A

Filing Requirements
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Kern Health Systems

2019 DMHC All Plan Letter Index and Status Updates

Attachment B

Plan C li;
APL Number Description Impacted Department(s) Impacted Functions an .omp fance Status/Ci 1t
Review Date
The APL includes a survey that
collects information pertaining to
L X Compliance Antibiotic Stewardship, Asthma
APL 19-006 Cl | lity | t 5/3/2019 C leted on 4/6/2019
- inical Quality Improvemen Quality Improvement Care, Diabetes Care, Opioid /3/ ompleted on 4/6/.
Stewardship, and Smoking
Cessation.
Provides action requirements for
Filing requirements under Plans to follow after a declaration
APL 19-007 Ereq N Compliance of emergency by the Governor that 3/4/2019 KHS acknowledged the APL
Assembly Bill 2941 . . "
displaces or has the immediate
potential to displace enrollees.
Provides MY 2019 requirements for
Timely Access Compliance Provider Relations Plans that conduct a (DMHC)
APL 19-008 3/15/2019 C leted 5/9/19
- Reports MY 2019 Compliance mandatory Provider Appointment /15/ ompleted on 5/9/
Availability Survey (PAAS)
Fi Provides Pl ith direction f
APL19-009  [2019 Annual Assessments | oo rovides Plans with direction tor 5/14/2019  |Completed on 5/15/19
Compliance filing the Report of Plan Enrollment
Introduction of a new
APL19-010 Independent Review N/A N/A 4/4/2019 N/A
Organization.
The APL reviews the upcoming
IF Plan Regulat E ti
APL19-011 o ‘an egutatory xecu ‘|ves changes to the treatment of QIF 6/3/2019 Completed on 6/26/19
Requirements Compliance
Plans.
APL19-012 AB 72 Policy and Procedures N/A N/A 6/4/2019 N/A N/A
Block Transfer Enroll
APL19-013 OCK Transier tnrofiee N/A N/A 6/13/2019 N/A N/A
- Transfer Notices
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Attachment B

Plan Compliance

APL Number Description Impacted Department(s) Impacted Functions Review Date Status/Ci 1t Compl Status
APL19-014  |CUidance Regarding General N/A N/A 6/14/2019 N/A N/A
- Licensure Regulation

Within 48 hours of a declaration of
emergency by the Governor that
Governor's Declarations of displaces or has the immediate
APL19-015 Emerger:ncy Kern ar\d San Execut‘ives potential to displ‘ace‘enrollees, 7/9/2019 The Plan filed a notice with
- Bernardino Counties - Compliance each plan operating in the the DMHC on July 18, 2019.
Ridgecrest Earthquakes county(is) included in the
declarations must file a notice with
the DMHC.
Amendment to the Risk
APL19-016 Bearing Organization N/A N/A 9/6/219 N/A
Regulations
The Pharmacy Department
has sent the APL to the
Specifically, this APL addresses the Plan's PBM. Compliance is
new requirements including meeting with Pharmacy on
Requirements Pursuant to Pharmacy required Plan disclosures, PBM 10/21/19.
APL19-017 AB 315 Pharmacy Benefit Compliance registration, and other PBM 10/14/2019 |11/08/2019: E-Filing
Management requirements. Plans are asked to completed; confirmed with
disseminate this APL to contracted DHCS no PBM filing needed
PBMs. due to contractual
relationship.
Complete
State of Emergency in Los
Angeles and Riverside
APL19-018 N/A N/A 9/6/219 N/A

counties due to the effects of
several fires.

This does not apply to Kern
Medi-Cal Service Area
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2019 DMHC All Plan Letter Index and Status Updates

Attachment B

Plan C li;
APL Number Description Impacted Department(s) Impacted Functions an .omp fance Status/Ci 1t li Status
Review Date
Requirements Pursuant to SB
546 (Leno, 2015): Large
APL19-019 N/A N/A 9/6/220 . N/A
Group Renewal Notice / / e This does not apply to Kern t
Requirements Medi-Cal Business
Guidance for Regulations
EERN020 EegaArd!ng Canse'!llatlons, I This does not apply to Kern
escissions and Nonrenewals N/A N/A Medi-Cal Business N/A
State of Emergency in Los
Angeles and Sonoa counties
L19-021 10/25/201
APL19-021 due to the effects of several R 2 UPEPORS This does not apply to Kern WA
fires. Medi-Cal Service Area
Governor’s Proclamation of a Provider Relations . 10/29/2019 - Plan filed
Statewide State of Pharmac Member Services Exhibit E-1 and J-17
APL19-022 y_ TARs/Pharmacy 10/28/2019 o .
Emergency Due to Extreme Member Services outlining actions taken
Fire Weather Conditions Compliance Completed
* Meeting with
Stakeholders scheduled for
12/11/19
* E-1 Filing submitted
01/24/2020; requesting
. Pharmacy slight variation to required
D
APLIg0p3  |otandard PrescriptionDrug |\ g KHS Formulary Standards 12/11/2019  |template
- Formulary Template X .
Compliance * Follow-up meeting
scheduled for 02/06/2020
* Currently on track for
04/01/2020 due date for
Formulary Template
APL19-024 Association Health Plans N/A N/A 10/25/2019 This does not apply to KHS
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Attachment B
ipti d (<) . . Plan Compliance N
APL Number Description Departi ( Functions ) Status/Ci 1t Comyg Status
Review Date
KEY
Compliance - YES
Compliance - NO

QOutcome Pending

N/A - Informational Document
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Attachment B

Plan C li
S q K C
APL Number Description Impacted Department(s) Impacted Functions . Status/
The APL relates to Network
Provider standardized contracti
Medi-Cal Managed Care Health Provider Relations N:twork Prov‘ider and e approved by DHCS and
APL19-001 Plan Guidance on Network ) 5/25/2019 DMHC. The contracts were
— A Compliance Subcontractor agreements, . .
Provider Status . . X implemented and effective
provider directory reporting,
o July 2019.
network adequacy certification,
and directed payments.
The APL provides guidance to KHS
about reporting requirements for The APL has been reviewed
APL19-002 Netw_ork Certification Provid_er Relations the Annual Network Certif_ication 9/26/2019 with Provider Relafions. The
- Requirements Compliance process. The APL also outlines updated P&P requires
network adequacy standards the review and signatures.
Plan will follow.
Stakeholders are working to
The APL provides Medi-Cal implement the
. managed care health plans with requirements of the APL.
T ’ . |Member Services e L X . .
Providing information Materials Provider Relations clarification and guidance regarding Monthly status meetings
APL19-003 to Medi-Cal Beneficiaries in an Pharmac the provision of the Provider 9/26/2019 |are scheduled.
Electronic Format Com Iiar:/ce Directory, Formulary, and Member Final letter approved;
P Handbook to Medi-Cal members in moving forward with
an electronic format. 03/01/2020
implementation
The purpose of the APL is to
inform Medi-Cal managed care
Provider . X health plans of their responsibilities . .
Provider Relations Closing meeting October
APL19-004 Credentialing/Recredentialing X related to the screening and 10/9/2019 J J
E—— ) Compliance 2019.
and Screening/Enrollment enrollment of all network
providers. APL 19-004 supersedes
APL17-019.
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Attachment B

Plan C liance
APL Number Description Impacted Department(s Impacted Functions tatus/C
g b @ {s) B Review Date s /
The purpose of this APL is to
Provider Relations rovide clarification and guidance
FQHC and RHC Financial Finance fo Medi-Cal managed carge health Stakeholders were sent the
APL19-005 Incentives and Pay for X . 8 X 6/12/2019  |APL. PMO will oversee
- . Health Services plans on the policy requirements ! .
Performance Payment Policy . y . . implementation.
Compliance for financial incentive payments to
FQHCs and RHCs.
N B Provider Relations The ;?urpose of FhIS.APL is t<?
Proposition 56 Physician Claims provide Plans with information on
Directed payments for Specified| _. directed payments for certain Stakeholders have
APL19-006 F 7/15/2019
— Services for State Fiscal Years I-Il-nance services funded by Prop 56 for 115/ implemented APL19-006.
2017-2018 & 2018-2019 Compliance State Fiscal Year (SFY) 2017-18 and
P SFY 2018-19.
The purpose of this APL is to
Provider Relations ?u P ) ' ) ' i KHS Stakeholders reviewed
Non-contract Ground | provide Plans with information
Emergency Transport Payment Claims regarding increased the APL and the
APL19-007 ergency 1ransport Fayl Finance garcing ) 7/12/2019  |requirements will be
- Obligations for State Fiscal 2018 reimbursement for Fee-For-Service . . .
IT X incorporated into biweekly
2019 Compliance ground emergency medical Prop 56 Payment meetings.
P transport (GEMT). P Y Es-
Provides guidance on changes in Stakeholders have reviewed
Rate Changes for Emergency . .
and Post-Stabilization Services Claims the DRG payment methodology the requirements of the
APL19-008 N Finance used to establish reimbursement 7/18/2019 APL, and will monitor
- Provided by Out-of-Network ) X
) IT rates paid to out-of-network updates with Border
Border Hospitals under DRG . B .
Compliance border hospitals. Hospitals.

Payment Methodology.
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Attachment B

ot . Plan C li
APL Number Description Impacted Department(s) Impacted Functions Review Date Status/C
The purpose of the APL is to
Provider Re?atlons provide c!arlflcatlon Fo Plans ?n stakeholders reviewed the
APL19-009 Telehealth Services Policy Health Services DHCS policy on Medi-Cal services 9/24/2019  |APL and declined to update
— IT offered through a telehealth P&Ps at this time.
Compliance modality as outlined in the Medi-
Cal Provider Manual
Stakeholders have updated
Requirements for Coverage of Health Services The APL clarifies the responsibilities P&P 3.13-P and it has been
Early and Periodic Screening Member Services of Medi-Cal MCPs to provide Early sent to the State for review.
APL19-010 Diagnostic and Treatment Provider Relations and Periodic Screening, Diagnostic, 9/26/2019 12/03/2019 - Approval from
Services for Medi-Cal members Compliance and Treatment services to eligible State Received; validating
Under the Age of 21. members under the age of 21. impacts related to new APL
19-014 on this policy
P&P 2.11-| updated by
Stakeholders. Awaiting
confirmation from DHCS
The purpose of the APL is to regarding Group Needs
Health Education and Cultural . update_and clarify the Health Assessment tir_'n_eline. No
APL19-011 and Linguistic Population Needs HealthASemces EAducaAtut.)n and Cultural ?nd 9/30/2019 due date specmed..
Compliance Linguistic (C&L) Population Needs 11/25/2019 - Received
Assessment e S
Assessment (PNA) contract clarification on timeline;
requirements for Plans. PNA reports due
06/30/2020; will schedule
follow up meeting with
Stakeholders
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Status

Plan C li
S q F C
APL Number Description Impacted Department(s) Impacted Functions . Status/
Confirmed C li ith
The purpose of the APL is to inform ontirmed tompliance wi
S . . - 10/01/2019
Federal Drug Utilization Review Plans of their responsibilities . 5
Requirements Designed to Pharmacy related to the implementation of Implementation Date with
APL19-012 Health Servi 10/3/2019 Ph Dept.
I Reduce Opioid Related Fraud, ea N ervices new federal Medicaid Drug /3/ armacy Dep
. Compliance I . Due date extended to
Misuse, and Abuse. Utilization Review (DUR) .
requirements 4/1/2020 for Policies;
q : Working on P&P with
Stakeholders.
The purpose of this APL is to
oensoiie | et
APL19-013 Reimbursement requirements ) q pay! . Y 10/17/2019 |check Runs ongoing; closed
. . Finance Prop 56 for the provision of
for specified services ) o i
Compliance specified state-supported medical
pregnancy termination services.
The f this All Plan Lett
pyrpose © . s . an Letter Small Stakeholder Meeting
(APL) is to provide guidance to held to review polic
Responsibilities for Behavioral Medi-Cal managed care health updates needez v
APL19-014 Health Treatment Coverage for |Health Services plans (MCPs) about the provision of 12/3/2019 P
- | ] P & P has been updated and
Members Under the Age of 21 medically necessary Behavioral N
) submitted to DHCS for
Health Treatment (BHT) services approval 02/05/202
for members under the Early and PP
. The purpose of this APL is to
Claims provide Plans with information on
Proposition 56 Directed Member Services
APL19-015 posit : L . . v directed payments for certain 12/30/2019 |APL has been implemented
Payments for Physician Services |Finance )
. services funded by Prop 56 for SFY
Compliance

2019 and beyond
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Kern Health Systems
2019 DHCS All Plan Letters and Status Updates

Attachment B

Plan Compliance
APL Number Description Impacted Department(s) Impacted Functions ) a Status/C
Review Date
The purpose of the APL is to
provide the requirements for
Claims MCPs, either directly or through
Proposition 56 Directed Member Services their delegated entities and .
R N Stakeholders building
APL19-016 Payments for Developmental Finance Subcontractors, to make directed 2/3/2020 reports for payment
Screening Services Compliance payments to eligible Network P pay ’
Health Services Providers of $59.59 for each
qualifying developmental screening
service
Quality Improvement The APL provides Plans with
APL19-017 Quality and Perforn?ance Health'Services changes to requirements to the 1/8/2020 Small Stakeholder Meeting
—— Improvement Requirements Compliance Quality and Performance scheduled
IT Improvement Program.
The purpose of this APL is to
Claims provide Plan's with guidance on
Proposition 56 Directed . directed payments for the
Member Services L . o
Payments for Adverse N provision of standardized Adverse Stakeholders building
APL19-018 ! A Finance N ) 2/3/2020
- Childhood Experiences Compliance Childhood Experiences (ACEs) reports for payment.
Screening Services P R screening services for adults
Health Services
(through 64 years of age) and
children.
KEY
Compliance - YES
Compliance - NO
Outcome Pending
N/A - informational document
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Initial Current
Plan Compli; Plan Compli; C it
APL Number Description Impacted Department(s) Impacted Functions an Compliance (#an "_'p lance Initial Status/Comment Compliance urren Compliance
Start Date Completion Date| Status/Comment N
Status Review Status
Newly Enacted Statutes Compliance Identifies requirements for EOC'S, ass.essmAePr\Lt of ap‘prtuz;c.h to
APL 18-001 Impacting Health Plan P 5 Disclosure Forms, Provider 11/8/2019 TBD rev}lew ”comp eted;
" ; Member Services validated filings occurred
License Files Contracts. N
timely
Compliance Requirement
Met: 4.30-P §4.1.1isin
Timely Access Compliance Compliance Accurate filing of the Timely Access alignment with the APL
APL 18-002 1/16/2019 5/7/2019
S22 [Report MY 2018 Provider Relations Compliance Report for MY 2018. 116/ 17/ requirements. The Plan filed
an Exhibit J-13 for 4.30-P,
§4.1.1.
Plan Year 2019 QHP/QDP
APL 18-003 LEm Yz A @il N/A N/A N/A N/A N/A N/A N/A N/A
e Filing Requirements
APL18-004 [Unified Billing N/A N/A N/A N/A N/A N/A N/A N/A
In Process: Compliance
Dept. is working on a
APL 18005 Administrative Services . Compliance » Amended Administrative Services 3/26/2019 2/14/2020 process improvement plan
I Agreement (ASA) Checklist Procurement and Facilities Agreement Updates. to meet APL requirements
of timely and proper ASA
Compliance Requirement
C li Ri ti f the Plans Enroll| t Met: The Plan timely and
APL18-006  |Annual Assessment -ompliance eporting of the Flans Enrofimen 1/28/2019 3/22/2019 et: The Plan timely an
—— Finance and Utilization. accurately filed all required
elements of the APL.
Confidentiality of Information Guidance for submitting requests CMOeTptl)laMn:z :Ei?i::lrerr:eu"itrin
APL 18-007 Submitted to Office of Plan  |Compliance N - 8 red 4/10/2019 5/24/2019 N . gred s
i for Confidentiality. confidentiality was properly
Licensing )
filed.
APL18-008  [AB72 Delegated Entity Report N/A N/A N/A N/A N/A N/A N/A N/A
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Attachment C
Initial Current
Plan C Plan C [« t
APL Number Description Impacted Department(s) an an N Initial Status/Comment Compliance urren Compliance
Start Date Completion Date| Status/Comment N
Status Review Status
Responding to Help Center
APL1B.00  [JERONCINETOTER N/A N/A N/A N/A N/A N/A N/A N/A
Plan Compliance with
MHPAEA Rules for
APL 18-010 Financial Requirements and N/A N/A N/A N/A N/A N/A N/A N/A
Quantitative Treatment
Limitations
Annual filing of SB 17
APL 18-011 prescription drug cost N/A N/A N/A N/A N/A N/A N/A N/A
information
State of emergency in
Riverside and
APL 18-012 Shasta Counties due to the N/A N/A N/A N/A N/A N/A N/A N/A
effects of the Cranston and
Carr fires.
Upon review of APL and
Revisions to the Independent ) Compliance distributed the All Plan required actions, confirmed
APL 18-013 Medical Review Form Compliance 10/15/2019 11/15/2019  |compliance with APL;
. Letter (APL) to Stakeholders. . "
(IMR)/Complaint Form updates in process for policy
as enhancement
States of emergency due to
APL 18-014 wild fires in ten California N/A N/A N/A N/A N/A N/A N/A N/A
counties.
Filing Requirements for the HHP Evidence of Coverage, Enrollee Confirmed appropriate
APL1B015  |Medi-Cal Health Homes ) Notices, and Plan developed 1/3/2020 1/31/2020 |7 ppropr
Compliance N . filings completed timely
Program outreach and education materials.
Communication between the " .
Help Center and Health Sending and receiving Requests for Compliance Requirement
APL18-016 P ’ Compliance Health Plan Information and other |  5/28/2019 11/12/2019 P requt
Plans Regarding Consumer Met: W-11 filed timely.
. Health Plan correspondence.
Complaints
Large Group Renewal Notice
APL18-017  |Requirements for SB546 N/A N/A N/A N/A N/A N/A N/A N/A
Implementation
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. . Initial Current
APL Number Description Impacted Department(s) Impacted Functions Blanicomplance (Blan Con.|pllance Initial Status/Comment Compliance (TS Compliance
Start Date Completion Date| Status/Comment .
Status Review Status
Notice for the January 2019
release of the Annual Filing
APL 18-018 Checklist for HSC Sec. N/A N/A N/A N/A N/A N/A N/A N/A
1367.27
State of Emergency Due To
APL 18-019 Fires in Butte, Los Angeles N/A N/A N/A N/A N/A N/A N/A N/A
and Ventura Counties
KEY

Compliance - YES

Compliance - NO

Outcome Pending

N/A - Informational Document
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Attachment C
Current
Plan C Plan C Initial Compliance Current
APL Number Description Initial Status/Comment Compliance
P Start Date ‘Completion Date| # Status Status/Comment N P
Review Status
Compliance
Requirement Met:
3.10-P, has been
In Process: 3.10-P was revls.ed to meet APL
. requirements. UM
Voluntary Inpatient Member Services Clarification provided regardiny revised to meet APL Dept. is in the
APL18-001 ary Inp ! on pro garding 10/9/2019 12/16/2019  |requirements. Requested pt.
Detoxification Health Services voluntary inpatient detoxification. N process of
deliverables implementing a
from Stakeholder. P . N .
tracking mechanism
for referral to and
from the county
plan.
APL 18-002 Care Health Plan MEDS/834 N/A s v N/A N/A N/A N/A N/A N/A
5 Systems (MEDS)/834 cutoff and
Cutoff and Processing Schedule N
processing schedule.
- . . . Provides clarification regarding the
Adi trati d F |
APL 18-003 ministrative and Financia NA of administrative and N/A N/A N/A N/A N/A N/A
—— Sanctions 9 3 i
financial sanctions.
MCPs must ensure timely provision
Health Services e B! Conducting policy review
APL 18-004 Immunization Requirements Member Services N 1/3/2020 2/29/2020 to verify compliance with
——— X ; accordance with the most recent N
Provider Relations . APL requirements.
schedule and recommendations.
Compliance Requirement
Met: DHCS certified KHS
Guidance provided to MCPs © - cer .I Ie. )
. as compliant with it's
Network Certification Provider Relations garding new Annual Network 2018 Annual Network
APL 18-005 Certification, rtil 9/16/2019 9/27/2019
— Requirements Compliance © I_ cation, reporting . /16/ 727/ Certification. APL 18-005
requirements, and associated ;
network adequacy standards. is superseded by APL 19-
quacy . 002:Network Certification
Requirements.
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Attachment C
Plan Compliance | Plan Compliance Initial Compliance Current IS
APL Number P (s) N Initial Status/Comment Compliance
Start Date ‘Completion Date| Status Status/Comment N
Review Status
Compliance Requirement
Not Met: 3.72-P is in
alignment with the APL
requirements. Continuity
Guidance provided regarding the of Care process and
Responsibilities for Behavioral |Health Services provision of medically necessary procedures are
APL18-006  [Health Treatment Coverage for |Member Services Behavioral Health Treatment 8/14/2019 2/15/2020 ~ |documented in 3.72-I,
Members Under the Age of 21 |Provider Relations services to eligible Medi-Cal §5.0, the Plan should
members under 21 years. follow the processes
identified in the policy.
Plan must implement COC
Letter for KHS Members.
Requirement Not Met: Compliance
Policy and Procedures Requirement Met:
3.13-P, EPSDT Services Revised Policies and
Requirements for Coverage of Clarifies the responsibilities of and Targeted Case Procedures revisions
Early and Periodic Screening, Health Services MCPs to provide Early and Periodic Management, requires for 3.03-P, 3.05-I,
APL 18-007 Diagnostic, and Treatment for |Member Services Screening, Diagnostic, and 1/18/2019 4/1/2019 minor revisions. Policies 3.13-P, and 3.16-P
Medi-Cal Members Under the  |Provider Relations Treatment services to eligible and Procedures 3.03-P, have been
Age of 21 members under the age of 21. 3.05-1, and 3.16-P require implemented.
review and
implementation.
Compliance Requirement Current Status:
Not Met: Policy and Revised Policy and
Procedure 3.40-I, Procedure 3.40-I,
Continuity of Care (COC) COC for New
for New Members Members has been
requires minor revisions. implemented. The
Continuity of Care for Medi-Cal Health Services Clarifies continuity of care The Plan does not inform Utilization
APL18:008  |members Who Transitioninto |/ = Pl L requirements for Medi-Cal s/15/2019 11/30/2018 KH} Members 39 days Management Dept.
REVISED Medi-Cal Managed Care Provider Relations members who transition into Medi- prior to the ending Ofthe will implement
(REVISED) Cal managed care. (COC) period as required updated COC letter
by the APL. upon approval from
DHCS. Approval
received 01/29/2020
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Attachment C
Current
Plan C Plan C Initial Ce li: C t
APL Number Description P an an N Initial Status/Comment nitial Compiance urren Compliance
Start Date ‘Completion Date| Status Status/Comment N
Review Status
Clarifies the responsibilities of Medi:
Cal managed care health plans
Memorandum of e P Compliance Requirement
Understanding Requirements  |Health Services Memorandunfof Understandin Met: The Plan's MOU
APL 18-009 for Medi-Cal Managed Care Member Services . . € 3/25/2019 4/8/2019 with Kern Regional Center
) 3 (MOU) with a Regional Center to .
Health Plans and Regional Provider Relations - (KRC) was implemented
Contors cover all members receiving oy 19, 2018
. Behavioral Health Treatment v )
services, regardless of diagnosis.
In Process:
Compliance
Requirements Not Met:
Findings and
Recommendations
with
-
Proposition 56 Directed Claims Identifies the requirements for 5 i_iwal "8
Payment Expenditures for Provider Relations MCPs to make direct payments for several action items to
APL 18-010 i . . . N 9/9/2019 11/30/2019  |complete to close Audit:
Specified Services for State Finance certain services funded through * Recovery of
Fiscal year 2017-18 I Proposition 56 for FY 2017-18. v
overpayments to several
RHCs
* Updated Provider
Grievance Process
* Improved timeliness of
payments
California Children's Services
APL 18-011 N/A N/A N/A N/A N/A N/A N/A N/A
e 'Whole Child Model Program / / / t / / / 4
HHP Provides guidance for the provision
All Med-Cal Managed Care Health Services of Health Homes Program (HHP)
APL 18-012 Health Plans Participating in N services, and the development and N/A N/A N/A N/A N/A N/A
Member Services y n
Health Homes Program T operation of the HHP, to Medi-Cal
managed care health plans
Compliance Requirement
Met: KHS Poli d
Hepatitis C Virus Treatment | Health Services Provides updates to the DHCS Procedure 322 i n ne
APL 18-013 p hepatitis C policy that was 2/20/2019 10/21/2019 ) )
Policy Update Pharmacy ) . with the APL
previously released in July 2015. .
requirements.
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Attachment C

Current
Compliance
Review Status

Plan Compliance | Plan Compliance Initial Compliance Current
P g Initial Status/Comment W

APL Numb
umboer Start Date ‘Completion Date| Status Status/Comment

Current Status: The
Plan received a

Clarifies primary care requirements Compliance Requirement ised Policy by th
primary d Not Met: The Policy revised Policy by the

t ide Alcohol Mi: i
0 provide Alcohol Misuse provided by the delegated entity

Screening and Behavioral 1/18/2019 10/7/2019 N ith th t
né v 118/ /71 delegated entity does not with the mos

provide the most current
APL requirements.

Alcohol Misuse: Screening and Health Services
APL 18-014 Behavioral Counseling ) N
- . N N Provider Relations o N
Interventions in Primary Care Counseling interventions to
members 18 years and older.

current APL
requirements.

In Process: Compliance
will review Kern
Behavioral Health and

Describes the responsibilities of Recovery Services (Kern Current Status:
Medi-Cal Managed Care Plans for BHRS) MOU, KHS Policy Policy 3.014 is
Memorandum of Health Services ing or replacing MOUs with 3.14-P, Recovery Services, irculating f
APL18015  |Understanding requirements for| - . : pacng 9/16/2019 10/4/2019 |0 ' cireulating for
N Provider Relations county Mental Health Plans for DHCS Contract Language, management
Medi-Cal Managed Care Plans I " y . N
coordination of Medi-Cal mental and Title 9 Medi-Cal singatures.
health services. Specialty Mental Health Retrospective was

Services against the APL reviewed by Director
requirements. and Consultant and

has been completed.

Compliance Requirement

The APL i d
o : © . provides upl?ate. Met: 2.30-1, Health
and of Health for g and Services-Qualit
APL 18-016 \Written Health Education Member Services approving written health 1/29/2019 2/25/2019 |mprovement iZTn
Materials Compliance education materials for Plan .p N
alignment with the APL
Members.

requirements.

Current Status: The
Plan continues to
reach out to the
Delegate Entity for
Policy and
Procedures.

Compliance Requirement
Not Met: 3.13-P, isin line
with the APL
requirements. On
4/10/19, Provider

) Relations released a
The APL clarifies blood lead

Health Services Provider Bulletin as a

Blood Lead Screening of Young screening and reporting

APL 18-017 . Provider Relations . N 1/16/2019 4/23/2019  [reminder of the APL
Children N requirements for Medi-Cal .
Member Services requirements for all
managed care health plans . !
Providers.

The Plan is currently
pending applicable Policy
and Procedures from
Kaiser Foundation Health
Plan (KFHP).
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Attachment C
Current
Plan C Plan C I I Ce li: C t
APL Number Description P an an . Initial Status/Comment nitial Complance urrent Compliance
Start Date Completion Date Status Status/Comment N
Review Status
In Process: Policy is in
alignment with APL
Health Servi Requil t: d KHS
e e
APL 18-018 Diabetes Prevention Program ) g implementation of the Diabetes 10/10/2019 2/5/2020 ) PP
Provider Relations . materials. Currently
) Prevention Program. e
Member Services reviewing eight 8 samples
to confirm compliance.
Ph InP : Additional
" N . " armacy . Clarifies DCHS' requirements for n Process; . tiona
Family Planning Services Policy |Health Services coverge of self-administered research being conducted
APL 18-019 for Self- ed Hormonal |Claims 8 . . 11/18/2019 2/7/2020 related to denied claims
) . hormonal contraceptive supplies )
Contraceptives Member Services . . and overturns in sample
. N for family planning. " :
Provider Relations and system configuration
Health Servi
Pre:videre;:lcaetisons Updates the obligations of MCPs to Currently being evaluated
APL 18-020 Palliative Care N provide palliative care to their TBD TBD for impact related to
Member Services i i
beneficiaries. carryover into 2020
Health Homes
Provides KHS IT Departi it with
2019-2020 Medical Managed the 2019-2020 ity Data.
APL 18-021 Care Health Plan MEDS/834 N/A 8 v N/A N/A N/A N/A N/A N/A
5 Systems (MEDS)/834 cutoff and
Cutoff and Processing Schedule N
processing schedule.
£ - Compliance Requirement
Clarifies the Plan'" bilit
Access Requirements for Health Services o e Moot semes 10 Met: Policy 3.24-P,
APL 18-022 Freestanding Birth Centers and |Provider Relations P - _ 1/30/2019 10/10/2019  |Pregnancy and Maternity
. L ) . freestanding Birthing Centers and U )
Provision of Midwife Services Member Services . T Care is in alignment with
services by Midwives. .
the APL requirements.
California Children's Services
APL 18-023 Whole Child Model Program N/A N/A N/A N/A N/A N/A N/A N/A
(supersedes APL 18-011)
KEY
Compliance - YES
Compliance - NO
Outcome Pending
N/A - informational document
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Attachment D

Medi-Cal Healthier California For All

Proposed Initiatives Update

Title

Description

Status

Long Term Care and
Transplants Carve-In

Effective January 1, 2021, the Department of Health
Care Services (DHCS) will be carving in Long Term Care
(LTC) including but not limited to skilled nursing
facilities, subacute facilities, pediatric subacute
facilities, and intermediate care facilities and coverage
of transplants to all Medi-Cal managed care health plan
(MCP) model types

LHPC meeting 1/27/20,
DHCS meeting 2/24/20.
Internal project proposal
being submitted and
analyzed.

Population Health
Management

By January 2021, Plans must develop and maintain
PHM programs compliant with NCQA and DHCS
requirements and file with DHCS.

Utilize robust data analytics to identify and stratify low,
medium and high-risk populations and have defined
actions and programs to address needs.

Perform initial and ongoing risk assessments,
reassessments using assessment tool.

Integrate PHM into Health Plan functions for
coordination of services across the spectrum.

DHCS workgroups
continuing through
February. Pending final
proposal, may require KHS
modification of
policy/procedure in
addition to completion of
NCQA Model of Care.

Enhanced Care
Management

Proposes to establish enhanced care management
benefit by 1/1/21 to provide a whole-person approach
to care that addresses the clinical and non-clinical
needs of high-need Medi-Cal beneficiaries.

Collaborative and interdisciplinary approach to
providing intensive and comprehensive care

management services to individuals.

Would replace the current Whole Person Care and
Health Homes Programs.

Specific NCQA elements required.

DHCS workgroups
continuing through
February. Draft transition
plan documents have been
shared. DHCS meeting
scheduled for 2/10/20.
Future discussions needed
to determine transition
plan for HHP and WPC.
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July 2020 transition plan deadline.

In Lieu Of Services

By 1/1/21 would offer flexible services provided as a
substitute, or to avoid, other services such as a hospital
or skilled nursing facility admission or a discharge
delay.

Menu of services Plans may elect to offer includes:
housing transition and sustaining services, recuperative
care, respite, home and community based wrap around
services.

July 2020 transition plan deadline.

DHCS workgroups
continuing through
February. Draft transition
plan documents have been
shared. DHCS meeting
scheduled for 2/10/20.
Future discussions needed
to determine transition
plan for HHP and WPC.

NCQA Accreditation

Would require all Medi-Cal managed care plans to be
National Committee for Quality Assurance (NCQA)
accredited by 2025.

Very specific and substantial requirements laid out by
NCQA in order to earn accreditation.

DHCS would use NCQA findings to certify or deem that
Medi-Cal managed care plans meet certain State and
federal Medicaid requirements.

NCQA workgroup meeting
1/21/20. Pending final
proposal, would require
significant lead time and
internal preparation.




Dual Eligible Special
Needs Plans (D-SNPs)

KHS Board of Directors Meeting, February 13, 2020

By 1/1/23 would require Medi-Cal managed care plans
to operate Medicare Dual-Special Needs Plans (D-SNP),
in order to offer dual eligible members the ability to
have coordinated managed care plans for both their
Medi-Cal and Medicare benefits.

Would create a new KHS line of business (Medicare
Advantage) with a new regulator (CMS).

Separate requirements around NCQA accreditation and
Knox Keene Licensure.

Organization-wide process development requirements.

DHCS meeting scheduled
for 2/24/20. Other broad
workgroup discussions

ongoing through February.

Internal impact analysis
underway.

Annual Open
Enrollment

Beginning 11/1/21 DHCS would Institute annual open
enrollment for Medi-Cal managed care.

Enrollees would generally only be allowed to change
their managed care plan during the Annual Health Plan
Open Enrollment period (11/1-12/15).

Includes an exemption process that will allow members
to change Plans mid-year.

Workgroup discussions
guestioned the need and
viability of the proposal.
DHCS is anticipated to not
move forward with this
proposal.
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Attachment E

Legislative/Policy Summary — February 2020

Title Description Status
This bill would prohibit health care service plans and insurers from
sharing any personal information or data collected through a wellness
pro.gram, and would pl.’OhIl:.)It health- care service plans or |nsu.rers from CAHP Oppose
taking any adverse action, if the action of the health care service plans or (2019)
insurers is in response to a matter related to a wellness program, such as
an individual’s election to not participate in a wellness program. The bill

. . - . 1/23/2020 -

AB 648 would establish and impose upon health care service plans and insurers Action From

(Nazarian) various requirements related to a wellness programs, such as requiring a APPR
health care service plan or insurer to provide an individual information SUSPI.ENSE FILE:
concerning its policies and practices pertaining to wellness programs, as ’
specified Do pass as

P ’ amended.

http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20192
0200AB648
Authorizes a nurse practitioner to practice without the supervision of a
physician and surgeon if the nurse practitioner meets specified

. . - . 1/23/2020 -
requirements. Authorizes the nurse practitioner to perform specified Action Erom
functions including ordering and interpreting diagnostic procedures, APPR

AB 890 (Wood) | certifying disability, and prescribing, administering, dispensing, and )

L . SUSPENSE FILE:
administering controlled substances.

Do pass as
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtmI?bill_id=20192 amended.
0200AB890
Would require a county mental health plan and Medi-Cal managed care
plan that are unable to resolve a dispute to submit a request for
resolution to the State Department of Health Care Services. The bill
would require the department to issue a written decision to the plans 1/23/2020 -
within 30 calendar days from receipt of the request by either the county Action From

AB 910 . - .

(Wood) mental health plan or the Medi-Cal plan. The bill would also prohibit the | APPR. Do - Pass
dispute from delaying the provision of medically necessary services, as to CONSENT
specified. CALENDAR.
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtmI?bill_id=20192
0200AB910
Would require a health care service plan contract or health insurance
policy issued, amended, or renewed on or after January 1, 2021, to 1/17/2020 -

AB 1904 provide coverage for pelvic floor physical therapy after pregnancy. Referred to

(Boerner) Com. on
http://leginfo.legislature.ca.gov/faces/billINavClient.xhtmI?bill_id=20192 HEALTH.

0200AB1904
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LHPC Support
Expands Medi-Cal to all, regardless of immigration status if they meet (2019)
the income requirements.

SB 29 (Lara) 1/3/2020 - Read
http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtmI?bill_id=20192 | second time.
0200SB29 Ordered to third

reading.

This bill would state the intent of the Legislature to create a peer
support specialist certification program administered by the Department
of Consumer Affairs. Would require the state to develop a new licensing | 1/15/2020 -

SB 803 (Beall) program for mental health and substance abuse workers who can use Referred to
their personal experiences to help patients access treatment. Com. on
HEALTH.

http://leginfo.legislature.ca.gov/faces/bilINavClient.xhtmI?bill_id=20192
0200SB803

Would state the intent of the Legislature to introduce legislation to
require the State of California to manufacture generic prescription drugs

1/22/2020 -
for the purposes of controlling prescription drug costs. /22/2020

Referred to
Com. on RLS.

SB 852 (Pan D)

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtmI?bill_id=20192
0200SB852
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LHPC

Local Health Plans 4 MW

To: Board of Directors & Staff

From: Linnea Koopmans, Director of Government Affairs
Subject: Highlights from Governor’s Proposed Budget for 2020-21
Date: January 10, 2020

This memo includes highlights of Governor Newsom’s Proposed Budget for 2020-21 from the
Department of Finance Budget Summary and the Department of Health Care Services (“DHCS”)
Budget Highlights. LHPC will continue to review and analyze Budget proposals impacting local
plans and provide additional information to members as it becomes available. Please contact
Linnea Koopmans at Ikoopmans@Ihpc.org with any questions.

State Budget Overview

The proposals in the Governor’s Budget signal yet another year of fiscal health for California,
with substantial investments in education, health, housing, emergency preparedness, and other
Administration priorities. In his Budget briefing, Governor Newsom emphasized the historic
period of economic growth in our state, now at 126 months and counting, with an unemployment
rate of 3.9%. However, the Administration anticipates that revenue growth will slow over the
forecast period, thus limiting new ongoing spending commitments.

The following highlights provide a snapshot of California’s overall State Budget:
e Total Budget: $222.2 billion ($153.1 billion General Fund (“GF”))
o Total budget growth: 2.3% increase from 2019-20 Budget
e Projected surplus: $5.6 billion
e Rainy Day Fund: $18 billion in 2021, growing to $19.4 billion over forecast period

Overarching Health Priorities
The proposed Budget sets forth the Administration’s primary healthcare priorities, including:
1) Addressing health care costs
2) Strengthening California’s existing public option
3) Lowering prescription drug costs
4) Making progress towards universal coverage

Health Care Costs & Affordability
The Governor proposes addressing health care costs by establishing a statewide Office of Health
Care Affordability which will be responsible with strategies to reduce costs and increase

1215 K Street, Suite 2230 @ Sacramento, CA 95814
Phone: (916) 448-8292 e Fax: (916) 448-8293 @ www.lhpc.org
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transparency. Specifics regarding this proposal will be provided in spring 2020 (Budget
Summary, p. 26).

Public Option
The Governor’s ambitious health care priorities include specific mention of California’s local

plans. The Budget notes that the Administration plans to leverage California’s public Medi-Cal
managed care plans (“MCPs”) and Covered California to “build an even more robust public
option in California” (Budget Summary, p. 26).

Prescription Drugs

The Budget significantly expands on the Governor’s priority to address the rising cost of
prescription drugs. The Medi-Cal proposals, including the Medi-Cal Pharmacy Carve-Out, are
detailed in the following section. Other pharmacy proposals include:

e Golden State Drug Pricing Schedule: The Budget proposes the development of a single
cross-sector market for drug pricing in California, including Medi-Cal, CalPERS,
Covered California, private insurers, and others. More details about the proposal will be
forthcoming in spring 2020 (Budget Summary, p. 28).

e Generic Contracting Program: The Governor proposes to establish a California generic
drug label, wherein the state will directly contract with drug manufacturers to
manufacture generic drugs. More details on this proposal are forthcoming in spring 2020
(Budget Summary, p. 28).

e Expand bulk purchasing: The Budget proposes to build on Governor’s Executive Order
on pharmacy from January 2019, indicating that the Department of General Services will
increase partnerships with local purchasers of pharmacy to leverage the newly formed
purchasing program (Budget Summary, p 27).

Universal Coverage

The Governor continues to expand coverage to California’s uninsured residents. The
Administration proposes to expand Medi-Cal coverage to undocumented adults over the age of
65. More details on the budget estimate are included in the following section.

Significant Medi-Cal Budget Items
Overall Medi-Cal Budget
o Total Budget: $107.4 billion ($26.4 billion GF)
o Assumes a caseload increase of 0.4% from 2019-20 to 2020-21
o Total projected enrollment: 12.9 million Californians (Budget Summary, p. 32)

MCO Tax

While the Governor expressed the Administration’s confidence that CMS will approve
California’s MCO tax waiver request, the proposed 2020-21 Budget does not include revenues
from the tax. However, the forecast period assumes revenues will begin to accrue in 2021-22
(Budget Summary, p. 3).
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Medi-Cal Healthier California for All (formerly CalAlM)
The Budget proposes $695 million in 2020-21 for implementation of the Medi-Cal Healthier
California for All proposals. Funding will primarily support the implementation of enhanced care
management and MCP incentive payments to implement in lieu of services (“ILOS”). The funds
allocated to infrastructure will phase out beginning in 2023-24. Specific components are outlined
below (Budget Summary, p. 33; DHCS Budget Highlights, p. 4).
e Total funding: $695 million ($348 million GF) for January 1, 2021-June 30, 2021
growing to $1.4 billion total funds in 2021-22 and 2022-23
o Enhanced care management: $224 million ($112.5 million GF)
o MCP incentive payments to infrastructure for ILOS: $300 million total funds
o Funding existing ILOS currently being provided in WPC: $57.5 million total
funds
o Dental Transformation Initiative: $112.5 million ($56.3 million GF)
e QOut-year funding: $790 million ($395 million GF) beginning in 2023-24 as incentive
payments for ILOS infrastructure are phased out

Pharmacy Carve-Out, “Medi-Cal Rx”
The Budget includes a revised estimate of the savings attributed to the Medi-Cal pharmacy
carve-out which has an effective date of January 1, 2021. Additionally, it proposes funding for
community health centers to mitigate the loss of 340B funding under the pharmacy carve-out
(Budget Summary, p. 35; DHCS Budget Highlights, p. 5).

e Pharmacy carve-out projected savings: $178.3 million ($69.5 million GF)

o Supplemental Payment Pool for Non-Hospital 340B Clinics: $52.5 million ($26.3 million

GF) for January-June 2021, $105 million ($52.5 million GF) ongoing

Additionally, the Budget proposes two statutory changes in FFS related to the pharmacy carve-
out:

o Eliminate the six-prescription limit

o Eliminate co-pays for pharmacy services

Other Medi-Cal Pharmacy Proposals
The proposed Budget includes two additional Medi-Cal pharmacy proposals, including:

o Medi-Cal Best Price: Expands DHCS authority to consider best prices internationally
when negotiating state supplemental rebates in Medi-Cal.

o Rebates for Non-Medi-Cal Drug Purchases: Authorizes DHCS to seek federal approval
to receive rebates for populations outside the Medi-Cal program. The target populations
have not yet been identified by the Administration.

o Drug Rebate Fund Reserve: The 2019 Budget Act authorized the Medi-Cal Drug Rebate
Fund Reserve to alleviate GF impact related to rebate volatility. The 2020-21 Budget
allocates $181 million to this reserve.

Medi-Cal Expansion

As noted above, the Budget proposes to expand full-scope Medi-Cal coverage to adults age 65
years and older regardless of immigration status. The estimate assumes that this population has
been receiving emergency Medi-Cal (Budget Summary, p. 34; DHCS Budget Highlights, p. 5).
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Implementation date: No sooner than January 1, 2021

Funding: $80.5 million ($64.2 million GF), including IHSS

Estimated caseload: 27,000 undocumented individuals in the first year
Ongoing cost estimate: $350 million ($320 million GF) in 2022-23 onward

Proposition 56
The Budget proposes to delay the suspension of Proposition 56 supplemental payments by 18

months, until July 1, 2023 (Budget Summary, p. 3).

Behavioral Health

Behavioral Health Quality Improvement Program: $45.1 million GF in 2020-21 and $42
million in 2021-22 for county mental health plans and substance use disorder systems to
prepare for changes proposed by Medi-Cal Healthier California for All, including data-
sharing capability for care coordination, performance measurement, and payment reform.
Medication Assisted Treatment Benefit Changes: $876,000 to add all FDA approved
drugs to treat opioid addiction, including buprenorphine and buprenorphine-naloxone
combination.

Drug Medi-Cal Organized Delivery System: $426 million ($62.6 million GF) to support
the ongoing implementation of the Drug Medi-Cal Organized Delivery System waiver.

Other Health Proposals
Non-Medi-Cal Behavioral Health Proposals

Behavioral Health Task Force: Proposes the establishment of a Behavioral Health Task
Force including state departments, counties, consumers, health plans, providers, and other
stakeholders to be convened by Health and Human Services Agency. The Task Force will
review policies and programs with the goal of improving quality of care and system
transformation (Budget Summary, p. 30).

Behavioral health parity enforcement: The Budget proposes stronger enforcement of
federal parity laws and other health plan requirements as it pertains to accessing mental
health and substance use disorder treatment, including timely access, network adequacy,
benefit design, and plan policies (Budget Summary, pp. 30-1).

Mental Health Services Act (“MHSA ) reform: Proposed changes to the MHSA may
include treatment of substance use disorders, enhancing the Act’s focus on individuals
experiencing homelessness, the criminal justice population, and early intervention for
youth (Budget Summary, p. 31).

Non-Medi-Cal Hearing Aids

The Budget proposes $10 million General Fund for coverage of hearing aids for children under
18 years whose household incomes are at or below 600% FPL, to be implemented no sooner than
January 1, 2021 (Budget Summary, p. 35; DHCS Budget Highlights, p. 7).
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Adverse Childhood Experiences (“ACEs”) Training

The Administration proposes $10 million GF for the development a cross-sector ACEs training
program. The training will be accredited by the Office of the Surgeon General and will be
accompanied by a statewide ACEs public awareness campaign (Budget Summary, p. 65).

Data Advancement

Proposes the consolidation of the Office of Innovation, the Office of the Patient Advocate, and
the Office of the Health Information Integrity into the Center for Data Insights within Health and
Human Services Agency. The Center will leverage data to improve program delivery and system
transformation (Budget Summary, p. 30).

Vaping Tax

The Budget proposes a vaping tax effective January 1, 2021 of $2 for each 40 milligrams of
nicotine in the product. This will be in addition to the existing tobacco tax, Proposition 56, and is
expected to generate $32 million in 2020-21. The tax revenues will support administration and
enforcement of the tax as well as youth prevention and healthcare workforce programs (Budget
Summary, p. 28).

Human Services
In-Home Supportive Services (IHSS)
e Total funding: The Budget proposes $14.9 billion ($5.2 billion GF) for IHSS in 2020-21
with an estimated average monthly caseload of 586,000
e IHSS for Undocumented Older Adults: $5.9 million GF in 2020-21, growing to $119.5
million GF in 2021-22 for IHSS costs associated with Medi-Cal expansion to
undocumented older adults (Budget Summary, p. 38)

Food Banks

The Budget proposes $20 million one-time GF for Emergency Food Assistance Program
providers and food banks for food assistance to mitigate the loss of CalFresh due to a change in
federal rules (Budget Summary, p. 36).

Homelessness

The Budget proposes $750 million as an initial investment in the formation of the California
Access to Housing and Services Fund. The Fund will support development of affordable
housing, rental subsidies, and stabilizing board and care (Budget Summary, p. 11).
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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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2)

CA-3)

244 | 246

4)

5)

6)

7

8)

9)

Summary Page 2
Finance Committee Meeting 12/6/2019
Kern Health Systems

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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Summary Page 3
Finance Committee Meeting 12/6/2019
Kern Health Systems

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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