KERN HEAILTH
SYSTEMS

REGULAR MEETING OF THE
BOARD OF DIRECTORS

THURSDAY, FEBRUARY 12, 2009
AT
7:00 A.M.

at

9700 STOCKDALE HIGHWAY
1T FLOOR - BOARD ROOM
BAKERSFIELD, CA 93311

The public is invited!

For more information, call (661) 664-5000




KERN HEALTH
SYSTEMS

MEETING OF THE
BOARD OF DIRECTORS

AGENDA

DATE: February 12, 2009

TIME: 7:00 A.M.

PLACE: 9700 Stockdale Hwy.
1** Floor, Board Room
Bakersfield, CA

The Agenda is divided into three sections:

CORRESPONDENCE AND CONSENT CALENDAR: These matters include routine non-
policy financial and administrative actions, may include correspondence, and are usually
approved by a single majority vote. Any Board Member may remove an item from the
correspondence and consent calendar.

REGULAR CALENDAR: These items include significant financial, administrative and policy
matters.

CLOSED SESSION: These items include contracting, peer review, personnel and litigation
matters and other issues to be discussed by Board members only, with a report to the public on
any action taken.

Regular Agenda
Correspondence and Consent Calendar

A. Approval of the minutes of the January 8, 2009 KHS Board of Directors Meeting
(Attachment)

B. Approval of the minutes of the January 8, 2009 KHS Group Health Plan Board of
Directors Meeting (Attachment)

C. Approval of the minutes of the February 3, 2009 KHS Finance Committee Meeting
(Artachment)

D. Approval of Revisions to KHS Committee Membership Structure (Attachment):
1. Public Policy/Community Advisory Committee Chairperson
2. Pharmacy and Therapeutic Committee General Practice Medical Doctor
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IL.

IIL

IV.

E. Approval of new and revisions to existing policies and procedures:
1. Revision to Policy #3.05-P, Preventive Medical Care, to comply with DHCS
Work Plan Deliverable 10A (Attachment)
2. Revision to Policy #5.01-1, KHS Member Grievance Process, to comply with
DHCS Work Plan Deliverable 14.A (Attachment)

Regular Calendar

PUBLIC COMMENT

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. 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 d future agenda.
SPEAKERS ARE LIMITED TO TWO MINUTES!
PLEASE STATE YOUR NAME BEFORE MAKING YOUR PRESENTATION

COMMITTEE REPORT
A. CFO Report
1. Discussion and possible action regarding KHS and KHS Group Health Plan
Financial Statements for the period ending December 31, 2008 (Attachment)

STAFF REPORTS

A. CEO Report (Attachment)

B. Medical Director’s Report to the Board of Directors (Attachment)
1. 4™ Quarter 2008 Grievance Summary (Attachment)

ACTION ITEMS

A. Discussion and possible action regarding revision to Policy #4.31-P, Urgent Care
Center, as recommended by the Physician Advisory Committee (Attachment)

B. Discussion and possible action regarding Pharmacy & Therapeutics Committee
Recommendations (Attachment)
1. Addition of Lisdexamfetamine for the treatment of ADHD (Attachment)

Adjourn to Closed Session:

V.

CLOSED SESSION
A. Closed Session Regarding Peer Review
(California and Welfare Institutions Code Section (14087.38(n))
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L. Closed Session to discuss and discharge its responsibility to evaluate and

improve the quality of care rendered by health facilities and health practitioners.
B. Closed Session Regarding Provider Rates and Contracts

(California Welfare and Institutions Code Section 14087.38(m))

1. Closed session to consider and take action of matters pertaining to contracts, and
contract negotiations with providers of health care services concerning all
matters related to rate of payment.

C. Closed Session Regarding Potential Litigation

(California Government Code Section 54956.9)

D. Closed Session Regarding Personnel (Government Code (Action 54957.1))

Board to reconvene to open session immediately following closed session for report on closed
session and to take action on any items discussed in closed session.

VI.  OPEN SESSION
A. Action Items Resulting from Closed Session
1. Discussion and possible Action regarding Provider Contracts on the attached
lists (new contracts and termination of contracts)

PLEASE NOTE: Anyone wishing information on the Kern Health Systems Board of Directors or Committee Agendas should contact Kern Health
Systems, cither by telephone at (661) 664-5000 or in writing at the following address:
Kern Health Systems
9700 Stockdale Highway
Bakersfield, CA 93311
Such requests must be received no later that 5:00 p.m. ten (10) business days prior to the next regularly scheduled Board Meeting.
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KERN HEALTH
SYSTEMS

MEETING OF THE
BOARD OF DIRECTORS
MINUTES
DATE: January 8, 2009
TIME: 7:00 A M.

PLACE: 9700 Stockdale Hwy.
1** Floor, Board Room

Bakersfield, CA
The meeting was called to order by Brian Komoto, Chairman of the Board at 7:00 a.m. He
introduced Bernita Jenkins as our newest board member for the position of 2™ District

Community Representative.

The following Directors were also present at the meeting:

Alan Burgess Bernita Jenkins
Greg Gallion Wagih Michael, Ph.D.
Paul Hensler Kyle Terry, M.D.

Also present: Tom Gable, D.O., KHS Medical Director
Remington Brooks, M.D., KHS Medical Director
Carol Sorrell, R.N., KHS CEO

Absent: Margaret Martin, R.N.
The Agenda is divided into three sections:

CORRESPONDENCE AND CONSENT CALENDAR: These matters include routine non-
policy financial and administrative actions, may include correspondence, and are usually
approved by a single majority vote. Any Board Member may remove an item from the
correspondence and consent calendar.

REGULAR CALENDAR: These items include significant financial, administrative and policy
matters.

CLOSED SESSION: These items include contracting, peer review, personnel and litigation
matters and other issues to be discussed by Board members only, with a report to the public on
any action taken.
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Formulary Treatment Request 13.01-P
Result of Review Practitioner/Provider Notice Member Notice
G)

% Form to File a State Hearing
(Attachment H). Medi-Cal
members only.

Notice of Action letters together with the indicated enclosures contain all of the required elements
for both provider and member notice of delay, denial, or modification including the following®":
A. The action taken

B. A clear and concise explanation of the reason for the decision (including clinical reasons
for decisions regarding medical necessity)

C. A description of the criteria/guidelines used

D. A citation of the specific regulations or plan authorization procedures supporting the
action®

E. Information on how to file a grievance with KHS including the Plan’s name address and
phone number

F. Information regarding a Medi-Cal member’s right to a State Fair Hearing including:

1. The method by which a hearing may be obtained

2. That the member may either be self represented or represented by an authorized
third party such as legal counsel, relative, friend, or any other person

3. The time limit for requesting a fair hearing.

4, The toll free number for obtaining information on legal service organizations for
representation.

Information regarding the member’s right to an Independent Medical Review with DMHC

DMHC required language regarding grievances23

The following information in cases of delay:

1. Disclosure of the information requested but not received, the expert reviewer to be
consulted, or the additional examinations or tests required in order to make a
decision

2. The anticipated date on which a decision may be rendered

J. Name and telephone number of the licensed pharmacistMedieal- Director™

—EQ

40 DOCUMENTATION

Letters regarding authorization requests, including those sent by KHS to both members and

providers, are retained as outlined in KHS Policy and Procedure #10.51 — Records Retention.””

5.0 ALLOWED SUPPLIES OF MEDICATION

Members may receive up to a 30 day supply of medication. Healthy Families members may
receive up to a 90 day supply of certain maintenance drugs. 2° Maintenance drugs are drugs that are
prescribed for 60 days or longer and are usually prescribed for chronic conditions such as arthritis,
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6.0

7.0

8.0

heart disease, diabetes, or hypertension.

51 Emergency Supplies27
During weekends, holidays and non-business hours a pharmacy may choose to dispense
enough medication (72 hours supply maximum) as an emergency supply to the member
until the next working day, at the dispensing pharmacist’s discretion according to
pharmacy policy and procedures. Ifthe medication is not on the Plan Formulary, a request
must be submitted for payment processing stating the emergency and medication
dispensed. TAR approval is not needed for reimbursement before dispensing of 72 hour
emergency supply of non-formulary drugs.

CONTINUITY OF CARE?

Medi-Cal members are allowed continued coverage of a non-formulary single source drug which is
part of a prescribed therapy in effect immediately prior to the date of enrollment until the
prescribed therapy is no longer prescribed by a contracting practitioner. Approval is contingent
upon documentation that the patient was on the medication at the time of enrollment no more than
fifteen (15) days beyond the estimated day supply for the last documented pharmacy fill date.

Members are allowed continued coverage of a drug which is removed from the KHS formulary if
the drug is part of a prescribed therapy in effect immediately prior to the date of removal until the
prescribed therapy is no longer prescribed by a contracting practitioner.

BRAND NAME MEDICATIONS WHEN EQUIVALENT GENERIC BRAND IS
AVAILABLE”

If a medication is available or becomes available in an AB rated generic brand, the brand name
version will become non-Formulary for KHS.

Unless it is determined to be medically necessary for the patient to continue using the brand name,
if a generic brand becomes available during a patient’s treatment, the patient will be expected to
switch to the generic brand and must fail the generic brand prior to KHS granting authorization for
the brand name.

Providers with patients having untoward effects from a generic brand must submit a completed
FDA MedWatch form to KHS as part of the request for authorization to allow a brand name
version instead of a generic brand. (See Attachment I).

OFF-LABEL USE FOR LIFE THREATENING OR CHRONIC AND SERIOUS
DEBILITATING CONDITIONS?

8.1 Medi-Cal Product
This section does not apply to the Medi-Cal product.’’
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8.2 Healthy Families Product
If a physician or other provider wishes to prescribe a non-formulary or restricted FDA
approved medication for an off-label use for a life threatening or chronic and debilitating
condition, he/she may submit a referral or TAR to the Plan for the same. In the referral, the
provider must demonstrate the medication is recognized for the treatment of that condition
in one of the following sources:

A. American Medical Association Drug Evaluations

B. American Hospital Formulary Service Drug Information

C. United States Pharmacopoeia Dispensing Information, Vol.1, “Drug Information
for the Health Professional

D. Two articles from major peer reviewed medical journals that present data

supporting the proposed off-label use or uses as generally safe and effective unless
there is clear and convincing contradictory evidence presented in a major peer
reviewed medical journal

The provider is responsible for submitting the required documentation to KHS.

9.0 SAMPLE MEDICATIONS™
Providers are discouraged from providing non-formulary samples; however, if samples are given
to the member, the entire course of therapy must be covered by the samples. Non-formulary
medications provided as samples do not establish a continuity precedent and, therefore, do not
obligate coverage by KHS.

10.0 TRIAL PERIOD”
Barring any medically adverse responses from the member, the trial period of a medication shall
be determined per the recommended dosing titration guidelines presented to the FDA.

11.0  MONITORING™
The AIS Department will conduct bi-annual audits to monitor compliance of the contracted
emergency departments to provide a sufficient quantity of drugs to Medi-Cal members under
emergency circumstances to last until the member can reasonably to be expected to have a
prescription filled prior to leaving the emergency department.. Issues discovered by this
monitoring will be brought to the attention of the contracted emergency department and a
Corrective Action Plan (CAP) will be required.

ATTACHMENTS:

K/

o Attachment A — Treatment Authorization Request (TAR) Form
o Attachment B — Referral/Prior Authorization Form

*

o Attachment C — Member Notice of Approval on Request for Drug
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X8 Attachment D - Notice of Action — Delay (Medi-Cal or Healthy Families) letter

4 Attachment E Notice of Action — Modify (Medi-Cal or Healthy Families) letter

X8 Attachment F — Notice of Action — Denial (Medi-Cal or Healthy Families)letter

<> Attachment G - Your Rights Under Medi-Cal Managed Care or Healthy Families Your Rights
Under Managed Care

%> Attachment H - Form to File a State Hearing (Medi-Cal members only)

3 Attachment I - MedWatch form

'Revision 2008-XX: Revised to comply with MMCD Poliy Letter 08-013. Revision 2007-05: Revised per DHS/DMHC
Medical Audit comment 5/13/2007. Revision 2007-04 Created Notice of Action Letters for Healthy Families product line per
DHS/DMHC Medical Review Audit (YE 10/31/06). Revision 2005-07: Reviewed against MMCD Letters 04006 and 05005,
New NOAs. Revision 2005-04: Continuity of care processes reviewed and revised. Reviewed against DHS Contract 03-76165
(Effective May 1, 2004). Revision 2004-05: Revised per DMHC/DHS Medical Audit YE Oct03; finding 1.2. (Addition of
member notice of modifications). New single letter for deferral, modification, or denial. Revision 2002-03: Revised per DHS
comment 01/30/02. Revision 2002-01: DHS CAP Verification Visit Report (Med Rev YE 08/00). Revision 2001-02:
changes made for 2000 Legislation submission —- DMHC and DHS/DMHC Medical Review Audit (YE 08/31/00).

*HSC 1367.24. CCR Title 22 §53854(d), CCR Title 28 1300.67.24

3 Applicable to pharmacy per Title 28 §1300.67.24(a)(1)

*HSC §1367.01(b)

SHSC §1367.21(e)

SHSC §1367.21(d)

THSC §1367.01(g)

* MMCD Policy Letter 08-013

P HSC §1367.01(e)

% Social Security Act, Title XIX, Section 1927(a)(5). Per John Kaylen at DHS, allows an extension from 24 hours to 1 business
day. Although action must be taken on pain medications for the terminally ill within 72 hours, the Plan must follow the stricter
Federal Medicaid 24 hours standard. HSC Section 1367.215. DHS Contract A-5 3(F).

' 14 day requirement found in DHS Contract 03-76165 Exhibit A-Attachment 5 (3)(G). CCR Title 22 Section 53894(b)
superceded by the more strict 14 day requirement.

2 HSC1367.01(h)(4);

13 Must include specific service approved (HSC §1367.01(h)(4))

 Social Security Act, Title XIX, Section 1927(a)(5). Per John Kaylen at DHS, allows an extension from 24 hours to 1 business
day. Although action must be taken on pain medications for the terminally ill within 72 hours, the Plan must follow the stricter
Federal Medicaid 24 hours standard. HSC Section 1367.215. HSC §1367.01(h)(3) requires notice to provider within 24 hours
of the decision,

15 Social Security Act, Title XIX, Section 1927(a)(5). Per John Kaylen at DHS, allows an extension from 24 hours to 1 business
day. Although action must be taken on pain medications for the terminally ill within 72 hours, the Plan must follow the stricter
Federal Medicaid 24 hours standard. HSC Section 1367.215 HSC §1367.01(h)(3) requires notice to provider within 24 hours of
the decision.

'8 HSC §1367.01(h)(3) has the shortest time period for member notice (2 b/days of decision).CCR Title 22 Section 53894(c)
and (d); added per Medical Audit (YEOct03) finding that members were not receiving adequate notice of modifications.

1" Social Security Act, Title XIX, Section 1927(a)(5). Per John Kaylen at DHS, allows an extension from 24 hours to 1 business
day. Although action must be taken on pain medications for the terminally ill within 72 hours, the Plan must follow the stricter
Federal Medicaid 24 hours standard. HSC Section 1367.215 HSC §1367.01(h)(3) requires notice to provider within 24 hours
of the decision.

B HSC §1367.01(h)(3) has the shortest time period for member notice (2 b/days of decision). CCR Title 22 Section 53894(c)
and (d); added per Medical Audit (YEOct03) finding that members were not receiving adequate notice of modifications.
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% Social Security Act, Title XIX, Section 1927(a)(5). Per John Kaylen at DHS, allows an extension from 24 hours to 1 business
day. Although action must be taken on pain medications for the terminally ill within 72 hours, the Plan must follow the stricter
Federal Medicaid 24 hours standard. HSC Section 1367.215., HSC §1367.01(h)(3) requires notice to provider within 24 hours
of the decision.

0 HSC §1367.01(h)(3) has the shortest time period for member notice (2 b/days of decision).CCR Title 22 Section 53894(a)
and (d)

2L HSC §1367.01(h)(4) and (5) and 1367.24(b); CCR Title 22 §53894

22 Required for member notice only. CCR Title 22 §53894(d)(3)

2 Required for member notice only. HSC §1367.24(b)

# Only required for provider notice. Although it is not required for member notice, since provider notice is a copy of the
member notice, the information is included in the member notice. HSC §1367.01(h)(4)

% DHS Contract 03-76165 Exhibit A — Attachment 5 (2)(G)

% Added to 2005-2006 handbook per MRMIB Comment 1/26/05. MRMIB states that the 90-day requirement in Title 10
§2699.6705(a)(3)(N) does not apply only to parents.

7 CCR Title 22 §53854(2)

 HSC 1367.22

» Per CCR Title 22 §51003, authorization may be granted only for the lowest cost item or service covered by the program that
meets the patient’s medical needs.

*® Health and Safety Code §1367.21

*! Health and Safety Code §1367.21(i)

2 Section added upon request of the Corporate Pharmacist (3/2/05). Language also included in Policy 2.24 ~ Pharmaceutical
Guidelines

 Section added upon request of the Corporate Pharmacist (3/2/05).

¥ DHS/DMHC Medical Review Audit (YE 10/31/06)
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KERN HEALTH
SYSTEMS

GROUP HEALTH PLAN k '

.,Jxﬁ"f”““«

MEETING OF THE
BOARD OF DIRECTORS

MINUTES

DATE: January 8, 2009

TIME: Immediately following the meeting of the Kern Health Systems’
Board of Directors

PLACE: 9700 Stockdale Hwy
1* Floor, Board Room
Bakersfield, CA

The meeting was called to order by Brian Komoto, Chairman of the Board at 8:09 a.m.
L ACTION ITEMS

A. Discussion and possible action regarding proposed revisions to KHS Group Health
Plan Bylaws to parallel the KHS Bylaws

M/S/C  Alan Burgess motioned to approve the proposed revisions to the KHS Group
Health Plan Bylaws to parallel the KHS Bylaws and Kyle Terry seconded the
motion. No further discussion.

6/0 All in favor. Motion carried.

There being no further business, the meeting was adjourned at approximately 8:10 a.m.

Respectfully submitted,

Kyle Terry, M.D.
Secretary, Board of Directors
Kern Health Systems

Minutes prepared by Renae Guerrero
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KERN HEAITH
SYSTEMS

FINANCE COMMITTEE MEETING

MINUTES

DATE: February 3, 2009 (Tuesday)
TIME: 7:30 AM.
LOCATION: 9700 Stockdale Hwy., 3 Floor Conference Room

Bakersfield, CA 93311

The meeting was called to order by at 7:30 a.m. by Dave Shaffer, KHS Chief Financial Officer.
Present: Brian Komoto, Pharm.D. (via phone) Also Present: Carol Sorrell, R.N.
Greg Gallion Dave Shaffer
Wagih Michael, Ph.D.
L Consent Agenda

None.

1. Public Comment

None.

III.  Staff Reports

Dave Shaffer presented the financial performance of KHS and KHS Group Health Plan
for the period ending December 31, 2008. Information was distributed to the committee
members.

Dave reported that we finally received the rates from the DHCS and they are basically
3.5% lower than our prior rates, comprising a little over $4 million for the year. The
potential payback is a challenge because we don’t know what the retroactivity will be.

We are going to have discussions with DHCS this Wednesday regarding our submission
of the 2009-2010 rates. We still don’t know how they put together their rate models.
They indicated they were not implementing a maternity kicker, but we find they are






