
 

AGENDA 

FINANCE COMMITTEE 

SANTA CRUZ – MONTEREY – MERCED 

MANAGED MEDICAL CARE COMMISSION 

 

 

 

DATE:       Wednesday, October 24, 2018 

 

TIME:       2:00 – 2:45 p.m. 

 

PLACE:    In Santa Cruz County: 

Central California Alliance for Health Board Room   

1600 Green Hills Road, Suite 101, Scotts Valley, CA 

In Monterey County: 

Central California Alliance for Health Board Room 

950 East Blanco Road, Suite 101, Salinas, CA 

In Merced County: 

Central California Alliance for Health Board Room 

530 West 16th Street, Suite B, Merced, CA 

 

********************************************************************** 

1. Call to Order.  2:00 p.m.  

A. Roll call 

2. Approve minutes of June 27, 2018 meeting of the Finance Committee.  (2:00 – 

2:05 p.m.) 

-     Reference materials:  Minutes as above.          

3. Year-to-Date August Financials.  (2:05 – 2:20 p.m.) 

4. MCE MLR Determination.  (2:20 – 2:30 p.m.)  

5. Capitola Manor Conversion Project.  (2:30 – 2:40 p.m.) 

6. Investments and Holdings. (2:40 – 2:45 p.m.) 

 

 

Members of the public interested in attending should call the Alliance at (831) 430-

5523 to verify meeting dates and locations prior to the meetings.  

 

 

********************************************************************** 

 

The complete agenda packet is available for review on the Alliance website at 

http://www.ccah-alliance.org/boardmeeting.html and at the Alliance’s offices. The 

Commission complies with the Americans with Disabilities Act (ADA). Individuals who 

need special assistance or a disability-related accommodation to participate in this 

meeting should contact the Clerk of the Board at least 72 hours prior to the meeting at 

(831) 430-5523. Meeting locations in Salinas and Merced are directly accessible by 

bus. As a courtesy to persons affected, please attend the meeting smoke and scent free. 



 
 

 

  

FINANCE COMMITTEE 

SANTA CRUZ – MONTEREY – MERCED 

MANAGED MEDICAL CARE COMMISSION 

 

 

Meeting Minutes 
Wednesday, June 27, 2018 

2:00 – 2:45 p.m. 

 

In Santa Cruz County: 
Central California Alliance for Health 

1600 Green Hills Road, Suite 101, Scotts Valley, California 

In Monterey County: 
Central California Alliance for Health 

950 East Blanco Road, Suite 101, Salinas, California 

In Merced County: 
Central California Alliance for Health 

530 West 16
th

 Street, Suite B, Merced, California 

 

 

 

Commissioners Present: 

Ms. Leslie Conner Provider Representative   

Ms. Elsa Jimenez County Health Services Agency Director 

Mr. Michael Molesky Public Representative 

Mr. Tony Weber Provider Representative    

 

Commissioners Absent: 

 None 

 

Staff Present: 

Ms. Lisa Ba Chief Financial Officer 

Ms. Stephanie Sonnenshine Chief Executive Officer 

Oksana Chabanenko Finance Administrative Specialist 

 

 

 

 

 

 

 

 

 

 

 



MINUTES – Finance Committee                                                                       June 27, 2018 

Page 2 of 6 
 

1. Call to Order by Chairperson Michael Molesky.  (2:02- 2:03 p.m.)  

 

Chairperson Michael Molesky called the meeting to order at 2:02 p.m.  Roll call was taken. 

A quorum was present.  

 

2. Approve Minutes of February 28, 2018 meeting of the Finance Committee.  (2:03 – 2:05 

p.m.)    

 

FINANCE COMMITTEE ACTION: Commissioner Jimenez moved to approve the minutes 

of the February 28, 2018 meeting of the Finance Committee, seconded by Commissioner 

Conner.  Motion carried with 4 votes affirmative and was so ordered.   

 

3. Rate Development Review and Look Back. (2:05 – 2:18 p.m.)  

 

Ms. Lisa Ba, Chief Financial Officer, introduced the commissioners to the Alliance’s rate 

development process. Our capitation revenue rates are developed by the Department of 

Health Care Services (DHCS), using the rate development template (RDT). This template 

categorizes costs by category of service such as outpatient, inpatient, physician services etc. 

The following schedule is adhered to in the RDT process: for the current State fiscal year 

(July 2017 through June 2018), the base period (or incurred period) is the calendar year 

(CY) of 2015, applicable in this manner to all subsequent years. This means that the revenue 

for the first half of 2018 is based on the calendar year 2015 cost experience, while revenue 

for the second half uses 2016 CY data. 

 

During the RDT process, we normally give seven months for claims to run out. For 

example, the 2015 RDT will not be submitted until August of 2017 to record all claims paid 

through the end of July 2017, at which point the data is submitted to DHCS. If the State 

does not deem the data credible, they will use credibility based cost or a statewide trend that 

projects out 30 months.  

 

Ms. Ba then explained the 2015 RDT (2017-2018 fiscal year) look back using inpatient and 

physician services as two examples. In the 2015 RDT, the Alliance submitted a rate increase 

of up to 11% to inpatient hospital rates; at that time, we had to comply with provider 

demands for significant increases for inpatient and outpatient services in order to maintain 

access for our members. We also projected a 7.5% increase in inpatient stays for the same 

period. The State, however, assumed a reduction in inpatient hospital stays up to 6.6% and 

only allowed up to a 5% increase. This gap resulted in a $26.7M loss between what the 

costs had been estimated at and the actual State revenue. For physician services, the 

Alliance submitted a unit cost increase of up to 10.89%, plus a 26% allowance under “other 

factors” due to internal payment policy changes (paying specialists at 100% MediCare and 

PCPs at 100% MediCare equivalent). The State countered with only a 2-3% unit cost 

increase, but assumed a utilization reduction of 0.88-1.25%. This category contributed 

another $25M to the overall revenue loss.  
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The 2016 RDT look back shows similar results: inpatient hospital losses of $28M, 

outpatient - $7M, and physician services – just above $27M. These losses are actual – not 

assumed.  

 

4. April Year-to-Date Financials. (2:18 – 2:20 p.m.)  

 

As of the end of April, the Alliance shows a loss of $22M. This is primarily due to the 

$23M negative variance on medical costs, which were 7% over the budget. Ms. Ba 

reiterated that there are two types of costs incurred by managed health plans – medical, 

which refers to the direct cost of member care (e.g. hospital rates, provider claims, patient 

care staff etc.), and administrative, which is the plan’s operating cost.  

 

The total fund balance as of the end of April was $590M. Of that, $118M is in surplus 

operating reserve, calculated after subtracting $189M in grants, and $283M is considered 

Board-required reserves of 3 months’ average capitation.  

 

The YTD Administrative Loss Ratio (ALR) is 7.9%, with an annual budget of 7.8%.  

 

5. Factors Impacting Financial Performance. (2:20 – 2:28 p.m.)  

 

Ms. Ba recapped that the RDT has had a significant impact on the plan’s financial 

performance due to the provider payment increases in 2016 and 2017. In June 2016, an 

estimated loss of $19M was reported to the Board, but is not going to be reflected in the 

revenue until July of 2019. The situation was further exacerbated by the inpatient services 

loss of $27M for State Fiscal Year (SFY) 2017-18 and $28M for SFY 2018-19 and the 

physician services losses of $25M in 2017-18 and $27M in 2018-19.  

 

Another factor was the variance between the projected unit cost increase and the State 

allowance. The State considers statewide data and builds in utilization improvement in 

certain categories. The true utilization, however, has been increasing in our region, mostly 

in the inpatient category. This upsurge in inpatient authorizations has been attributed to 

pneumonia (a 45% increase) and sepsis (20%) related stays. Additionally, organ transplant 

occurrences have doubled.  

 

Meanwhile, the rate is based on actual costs. Historically, the State has set it 6-8% higher 

than our base period cost. This percentage increase is for a 30-month period with an annual 

increase of 2-3%, which we have to stay within to avoid operating losses. 

 

The rate may be improved by the State in the future taking into account increased 

utilization, should it remain at the current level, however no retro payments will be made 

and this cost will be offset against the Alliance’s fund balance. 

 

The Alliance has reinsurance and is able to file for reimbursement on high-cost cases, 

however, they will reimburse only up to 90% of the amount that is above a certain threshold 

which is built into the premium. And since last year out premium was significantly 

increased, in an effort to make it more manageable, we have increased the payout threshold.   
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 6. Financial Forecast and TNE Projections. (2:28 – 2:37 p.m.)  

 

Based on the four months of known financial performance, the annual loss is currently 

estimated at $65M. 

 

For MediCal expansion, Centers for MediCare Services (CMS) had set an 85% Medical 

Loss Ratio (MLR) rule, which sets forth the expectation that health plan’s medical costs will 

not exceed 85% of the revenue for the expansion population. This requirement expired on 

June 30, 2016. As a result, the Alliance reversed close to $40M in reserves in 2017. As a 

result, the Board approved an additional $10M to be allocated to provider incentives, 

bringing the total incentive budget to $30M ($15M for each, PCPs and specialists). On June 

4, 2018, however, DHCS notified the health plans that CMS had rejected the SFY 2016-17 

rate and requires DHCS to re-implement the MCE MLR requirement. The preliminary 

estimate of the MCE MLR requirement for this period is $20M. This means that in addition 

to the aforementioned $65M loss, we must recognize $20M more due to increased liability 

to the State. As a result, we project the fund balance to be $519M as of the end of 2018. 

This still leaves $58M in surplus reserves. The 2019 operating loss is expected to be $70M, 

however, this number is preliminary since the 2019 budget has not yet been finalized. If the 

projection is accurate, this will exhaust the excess reserve and bring the total fund balance 

down to $434M. Ms. Ba noted that these numbers do not include any provider incentives as 

those get approved by the Board based on overall financial performance.  

 

Compared to other local health plans of California (LHPC) as of March 31, 2018, the 

Alliance’s reserve balance ranks second after Community Health Group in San Diego. The 

projected fund balance as of December 2018 puts us 3
rd

, December 2019 projection – 4
th

. 

This is based on other plans maintaining their reserves positions, however, at a recent LHPC 

meeting, most CFOs acknowledged operational losses in 2018 and plan to project losses for 

the next fiscal year.  

 

Ms. Stephanie Sonnenshine, Chief Executive Officer, added that while it is prudent to 

closely monitor any losses and explore cost containment initiatives, at this time, given the 

Alliance’s considerable reserves, our financial position is solid.  

 

7. Staff Actions. (2:37 – 2:45 p.m.)  

 

In recognition of the need to diligently manage costs, the Alliance staff has been taking the 

appropriate steps in identifying, evaluating and prioritizing cost containment opportunities. 

The focus has been on aligning projects with strategic priorities to promote efficient 

management, best utilization of resources and emphasizing proficiency company-wide. 

Authorization and referral trends and cost trends by inpatient and outpatient facilities have 

been thoroughly monitored; custom reports have been created to better track utilization. 

Another valuable tool has been the total cost of care by assigned primary care provider 

(PCP) report, which calculated costs per member per month for members assigned to a 

specific PCP. 
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On the utilization management side, we continue monitoring of authorization patterns and 

taking action steps to promote preventative services, chronic condition management, 

facilitation of access to care, and behavioral health and substance use service integration.   

 

Commissioner Conner noted that development of case management programs for behavioral 

health may take a long time in producing cost savings and inquired about the specific 

indicators used by the Alliance to measure outcomes. Ms. Sonnenshine agreed that this cost 

reduction measure is a long-term plan. The programs currently being used under the 

auspices of behavioral health care management are Innovative Care Management (ICM), a 

two-year pilot that will roll into Health Homes, and ED Navigator. The Alliance is currently 

tracking the total cost of care per assigned patient in order to monitor reduction in inpatient 

stays. The goal is for these comprehensive care management services to eliminate 

unnecessary inpatient stays.  

 

The commissioners also agreed on the importance of focusing on prevention measures for 

youth, especially due to the large percentage of Alliance member population they represent.  

 

The next step is for staff to meet with primary care providers to better understand their 

practice specifics and individual challenges, in order to partner with them on determining 

best practices. We also plan on meeting with hospitals to discuss sepsis management, 

partner with them on cost containment, and move the contract towards the DRG 

reimbursement model.  

 

Another goal is to organize FQHC workgroups in 2019 to facilitate best practices sharing 

among providers. Commissioner Conner, as a provider representative, also endorsed 

employing outside consultants as an effective measure in terms of improving efficiency and 

utilization of resources. 

 

7. Key Takeaways. (2:45 – 2:49 p.m.)  

 

The decision to increase payments to providers in 2016 in order to improve access for 

members was carefully considered and based on the ample reserves in the Alliance fund. 

Meanwhile, the main takeaway from the RDT process was that the State sets the rates 2-3% 

higher every year and our objective for the future is to stay within that range to avoid 

operating losses.  

 

Commissioner Conner inquired if there are any cost saving opportunities in specialty care. 

According to Ms. Sonnenshine, since we don’t have an excess of any single provider type, 

nor do we see inappropriate utilization, specialty does not seem to be an avenue worth 

exploring. More viable options might be increasing the scope of e-Consult utilization for 

PCPs or considering decreasing payments. It is important to consider, however, that even 

with a 77% market share in the number of contracted specialists, timely access still poses a 

challenge. Ms. Ba added that on the hospital side, we are reconsidering certain contracting 

strategies in favor of value-based contracts, and on the specialty side, the Alliance team is 

working on designing a new specialty incentive. 
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Commissioner Molesky also suggested it may also be worth considering the CCS-proposed 

strategy of having a specialist perform PCP duties for certain patients.  

 

Ms. Ba summarized that the Alliance will continue to build infrastructure and partnership to 

achieve best practices in member care.  

 

 

 

 

The meeting adjourned at 2:50 p.m. 

 

 

Respectfully submitted, 

 

 

Ms. Oksana Chabanenko 

Finance Administrative Specialist 


	Finance Committee Agenda - 10.24.18
	Finance Committee Meeting Minutes - 06.27.18

