
 

 

AGENDA 

FINANCE COMMITTEE 

SANTA CRUZ – MONTEREY – MERCED 

MANAGED MEDICAL CARE COMMISSION 
 
DATE:   Wednesday, June 25, 2014 
 
TIME:   2:30 – 3:45 P.M. 

 
PLACE: In Santa Cruz County: 
  Board Room 
  Central California Alliance for Health   

1600 Green Hills Road, Scotts Valley, CA 
In Monterey County: 
Board Room 
Central California Alliance for Health 
950 East Blanco Road, Salinas, CA  
In Merced County: 
Board Room 
Central California Alliance for Health 
530 West 16th Street, Merced, CA 

 
****************************************************************************** 
 
1. Call to Order.  2:30 P.M. 

A. Roll call. 
 
2. Approve Minutes of October 23, 2013 meeting of the Finance Committee (2:35 – 2:40 P.M.) 

- Reference materials:  Minutes as above.          
   Pages 2-01 to 2-05             

 
3. Investment Portfolio Review.  (2:40 – 3:15 P.M.) 

A. Comerica   
• The Investment Manager will address recent portfolio performance and comment 

on:  
− Market conditions.  
− Benchmark options. 
− Investment recommendations.  



 

  
 
 

4. Review of current cash position.  (3:15 – 3:35 P.M.) 
A. Uncommitted Cash  

• December 2013 
• Currently  

B. TNE comparison with other public plans  
C. Uncommitted cash potential investment criteria  

 
5. Finance Committee membership and meeting schedule.  (3:35 – 3:45 P.M.) 

- Reference materials:  Finance Committee Participation and Schedule 
                                           Page 5-01              

  
 

 
Members of the public interested in attending should call the Alliance at (831) 430-2457 to 
verify meeting dates and locations prior to the meetings.  
*********************************************************************** 
The complete agenda packet is available for review at the Alliance’s offices at 1600 Green Hills 
Road, Suite 101, Scotts Valley, CA, 950 East Blanco Street, Suite 101, Salinas, CA, 530 West 
16th Street, Merced, CA. The Commission complies with the Americans with Disabilities Act.  
Questions regarding accommodations under the ADA should be directed to the Clerk of the 
Board at (831) 430-2574.  Board 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 
Meeting Minutes 

 
SANTA CRUZ – MONTEREY – MERCED 

MANAGED MEDICAL CARE COMMISSION 
 

Wednesday, October 23, 2013 
2:30 – 3:45 p.m. 

In Santa Cruz County: 
Board Room 

Central California Alliance for Health 
1600 Green Hills Road, Scotts Valley, California 

In Monterey County: 
Board Room 

Central California Alliance for Health 
339 Pajaro Street, Salinas, California 

In Merced County: 
Board Room 

Central California Alliance for Health 
530 West 16th Street, Merced, California 

 
Commissioners Present: 
Mr. Raymond Bullick County Health Services Agency Director    
Ms. Kacey Carr  Public Representative  
Mr. Michael Molesky Public Representative 
 
Commissioners Absent: 
Mr. David Dunham Hospital Representative  

 
Staff Present: 
Mr. Alan McKay Chief Executive Officer 
Mr. Barry Staton Chief Financial Officer 
Ms. Mary Hinz Finance Director  
Eugenia Tsuei Finance Administrative Specialist 
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         MINUTES – FINANCE COMMITTEE            October 23, 2013 
 
 

 

1. Call to Order by Chief Executive Officer, Mr. Alan McKay.  
 

Mr. Alan McKay, Chief Executive Officer, called the meeting to order at 2:38 p.m. He 
introduced Mr. Barry Staton, the Alliance’s new Chief Financial Officer to Finance 
Committee members.  Mr. Staton indicated that he was formally the Director of Financial 
Analysis at CalOptima and expressed his excitement to be a part of the Alliance. 
 
Roll call was taken; a quorum was not present at the time.  Action items were deferred until 
the presence of a quorum.   

 
2.      Discuss function and focus of Finance Committee.  (2:39 – 2:41 p.m.)    

 
Mr. Staton discussed the function and focus of the Alliance’s Finance Committee.  In the 
Finance Committee, members will be informed and will discuss annual budget plans and 
assumptions prior to full Board consideration.  The Committee will also discuss 
independent audit issues or mid-year budget variances.  Traditional areas of focus include 
annual medical and administrative budget proposals, review of any independent audit 
issues and mid-year budget variances and adjustments.   
 
Commissioner Bullick commented that through the Finance Committee, he would like to 
see and discuss reports pertaining to the reserve balance, liabilities and would like to gain 
general understanding of the Alliance’s uncommitted/committed cash.   

 
3. August Financial Overview. (2:42 – 3:11 p.m.)  
 

Mr. Staton reviewed financial highlights for year ending August 31, 2013.  A major driver 
in revenue is AB 97, which is no longer a major concern for the Alliance.  The Plan had 
reserved for AB 97 with retrospective and prospective reductions in revenue.  
Retrospective reductions have been completely eliminated while prospective reductions 
have been mostly eliminated.  Finance staff are currently conducting analysis to determine 
what the Alliance’s appropriate reserve level should be and in the process of reversing the 
reserve for the total amount.  The Plan will be reversing $30-45M; a substantive amount of 
money that will not have to go towards subsidizing provider cuts.  Accruals are also being 
reviewed due to rate changes.   
 
Commissioner Bullick questioned what the Plan’s total balance sheet will look like 
factoring in the reversal of the amount the Alliance reserved for AB 97.  Mr. Staton 
responded that currently, reserves are at $221M and with the reversal, the reserve amount 
could increase to approximately $256M.  Mr. McKay added that with the windfall drop to 
the bottom line, the Alliance will need to consider what to do with reserves.  Staff will 
work with the Board and return with pictures around application and use of reserve funds.  
Also to consider is that the State will be adjusting our revenue rates going forward.  In 
general, revenue rates are decreasing and the Plan needs to prepare for future net income 
earnings to be impacted in a downward direction.  It was noted that the Managed Care 
Organization (MCO) tax ended in June 2013 and the Alliance has a small reserve in 
relation to that tax that will need to be sorted out. 
 
Commissioner Bullick inquired if the Plan has actuarial analysis on income relating to the 
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new Medicaid population.  Mr. Staton commented that with the Affordable Care Act 
(ACA) expansion, the benefit package for Behavioral Health has yet to be defined.  In 
addition, the State has not yet sent us rates; however, the general feeling is that the new 
Medicaid population will be similar to our Low Income Health Program  
population.    
 
Commissioner Molesky felt that the In-Home Supportive Services population in Monterey 
County may give indication of how the Behavioral Health will be utilized by members.  
Mr. McKay added that the State is using low-income population data as a reference point.  
The incentive is to maximize revenue and the State is attempting to sell the Federal 
government on health plans paying two payment rates to providers depending on whether 
the member is newly eligible or currently enrolled.  Paying two rates may be 
administratively burdensome and holds risk disenfranchising currently eligible members.  
There are thoughts that the money will just pass through.  The Alliance would rather treat 
the funds similar to our incentive program than to pay two different rates. 
 
Mr. Staton continued and explained that the Alliance’s net income is almost 9% or $36M 
year-to-date.  Medical Loss Ratio is steady at 86% and Administrative Loss Ratio is at 5% 
actual demonstrating good cost control as the figures look favorable against the budget.  He 
added that the net income percentage includes some release of accruals from AB 97.   
 
It was clarified that the Alliance pays for Skilled Nursing Facilities (SNFs) and always 
have in regard to the residential piece.  There are varying levels of acuity; however, SNFs 
are a large part of the Plan’s budget.  It is critical that when the State goes into budget 
gridlock that the Plan can draw on reserves to pay SNFs.   
 
[Commissioner Kacey Carr arrived at this time:  2:55 p.m.] 
 
Mr. McKay welcomed Commissioner Carr to the meeting.  A quorum was established.   
 
Mr. Staton explained that Physician Services are now paid fee-for-service (FFS) to 
implement ACA Medicare payment to primary care.  Pharmacy costs are at about $50M 
and Other Medical include costs associated with incentive payments as well as Durable 
Medical Equipment.  Commissioner Bullick requested a report on the total amount of 
accrued liabilities for each cost area.  Mr. McKay added that   the Balance Sheet has a 
collective statement of what the Incurred But Not Reported (IBNR) reserve is; however, it 
is not broken out by each service type.  The Plan’s IBNR reserves need to account for in for 
claims lag to give an accurate picture of where we stand in Profit and Loss (P&L).  
 
Ms. Mary Hinz, Finance Director, stated that the Alliance is accruing for incentive 
payments for providers on a monthly basis.  These accruals fall into the Other Medical 
category.   
 
Mr. McKay noted the State likes the effectiveness of the incentives; however, does not 
always support us funding them.  In terms of reporting the incentives on our P&L, cost 
types are combined and end up in the Other Medical category.   
 
It was clarified that Physician Administered Drugs used to be categorized in Other Medical 
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but has been moved to Physician Services as an expense.   
 
Commissioner Bullick asked why there was a large increase in receivables.  Mr. Staton and 
Ms. Hinz responded that they would look into this and determine how much of the increase 
is from accruals.    
 
Overall membership is up by 2%.  This is largely due to the Health Families membership 
subsumed into Medi-Cal.  This increase in the Medi-Cal membership is artificial; overall, 
membership remains flat.   
 
Health care costs are under budget by $22M or 6%.  The State took retroeligbility 
responsibility away from the Plan; this was not knowledge to us when the budget was 
created.   
 
In regard to the Administrative piece, the Alliance is currently under budget by $6M or 
21%.  $4M of this is staggering from hiring full time employees (FTEs) and from 
equipment that was budgeted but not yet purchased.   
 
Tangible Net Equity is eight times the minimum required by the Department of Managed 
Health Care and two times the Board targeted reserve.  In regard to 2014, Mr. Staton 
cautioned that the State budget will be tight and ACA expenses are still unknown.   
 

4. Discussion Regarding Election of Chair of Committee.   (3:12 – 3:14 p.m.)  
 

Mr. McKay stated that for the Finance Committee, it is important for a Board member to 
act as the Chair of Committee.   
 
FINANCE COMMITTEE ACTION: Commissioner Bullick moved to approve electing 
Commissioner Molesky as Chair of Committee, seconded by Commissioner Carr.  Motion 
carried with 3 votes affirmative, 1 absent and was so ordered.   

 
5. 2014 Budget Drivers. (3:15 – 3:38 p.m.)  
 

Mr. Staton reviewed the Alliance’s 2014 budget drivers; revenue, medical cost and 
administrative.   
 
Revenue drivers for the Alliance include ACA components such as Behavioral Health, 
primary care provider (PCP)/specialist increase (effective January 2013) and increase in 
membership.  They also include AB 97 adjustments (a pass through) and other 
programmatic adjustments relating to the MCO Tax (a pass through), retroeligibility 
adjustments and other legislative actions.   
 
A component of medical cost includes volume, as the ACA will add an estimated 15K 
members, unit costs consisting of the Behavioral Health benefit, an increase from $9 to $24 
in Child Health and Disability Prevention administration costs and PCP/sub-specialist rate 
increases (effective January 2013).  Member mix is also a factor as pent-up demand could 
increase costs for the first year of new ACA members who will likely be more medically 
need, especially in the beginning.  Other medical cost factors include inflation, new 
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contract rates and incentive payments.  In regard to new contract rates, Inpatient (IP) and 
Outpatient (OP) rates look to be increasing and with incentive payments, the Alliance is 
currently accruing $18.5M for 2013.  
 
Administrative expenses include expansion into the 1700 Green Hills Road building, the 
ongoing system conversion (equipment, software, implementation, and license fees), FTEs 
and a likely increase in health benefits.  To date, 58 FTEs have been hired, with 20 
remaining to be hired.    
 
Mr. McKay noted that Finance and Health Services are working together to look at 
utilization trends.  IP and OP trend lines are heading in the right direction for the Plan.  
Analyzing these trends serves as an opportunity for Staff to communicate to the Board the 
connection between medical service utilization trend and its financial impact for the 
Alliance.   
 
In regard to content covered in the Finance Committee, Commissioner Bullick commented 
that he likes the compilation of basic and essential Finance reports and has an interest in the 
Finance Committee serving as a working group for finance related considerations before 
recommending them to the full Board.  An example of this is with what to do with the 
Alliance’s reserves.   
 
Commissioner Carr was appreciative for the opportunity to expand her knowledge of how 
to read and understand the Plan’s Finance related reports and how to interpret them.   
 
Commissioner Molesky expressed concern regarding non-restricted funding.  The State 
budget is tight and it would be prudent to operate on a conservative budget, adequate 
reserve, and to save for unexpected and unplanned events.   
 
With ACA implementation, Commissioner Carr asked how Behavioral Health will impact 
the health plan.  Mr. Staton responded that Behavioral Health benefits and costs have yet to 
be established.  The State has promised to offset the cost with appropriate revenue and 
revenue being neutral to the bottom line.  The Alliance is in the process of building the 
network; however, funding and benefit definition are still unknown.    
 
Mr. McKay indicated that there is a need for Staff to look at net income forecast and as the 
fund balance is increasing, there will need to be discussion regarding reserves and possibly 
policies to guide the use of the fund balance.  The Alliance will need to find a balance 
between saving for a rainy day and for future obligations vs. using the money creatively 
such as with the Coleman Associates engagement.   

 
 
The meeting adjourned at 3:38 p.m. 
 
Respectfully submitted, 
 
 
Ms. Eugenia Tsuei 
Finance Administrative Specialist 
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June 25, 2014 
 
Finance Committee Participation and Schedule 
 
Background 
 
In April 2013 the Board discussed the formation of a Finance Committee, including: 
 
Topics for Alliance Finance Committee review and advice to the full Board could include: 
 

1. Annual medical and administrative budget proposals 
2. Investment plan 
3. Review of any independent audit issues 
4. Mid-year budget variances and adjustments 

 
With these topics in mind, the board may schedule a Finance Committee meeting in or around the 
December Board meeting for budget review, and also a meeting in June for any audit issues or mid-
year budget issues. 
 
In May 2013 the Board formed a Finance Committee and adopted a recurring meeting schedule of two 
meetings per year: 
 

1. Wednesday, October 23, 2013, 2:30 – 3:45 P.M. by videoconference. 
This meeting would occur just before the regular October Board meeting to review initial 
budget plans and assumptions for the coming year, going to the full board in December. 

 
2. Wednesday, June 25, 2014, 2:30 – 3:45 P.M. by videoconference. 

This meeting would occur just before the regular June Board meeting to review any 
independent audit issues or mid-year budget variances.   

 
The following Alliance Board members requested to participate on the Finance Committee: 
 

• David Dunham 
• Ray Bullick 
• Michael Molesky 
• Kacey Carr (resigned from Board February 2014) 

 
Next Step 
 
The Finance Committee has indicated an interest in potentially discussing the membership and 
meeting schedule of the Finance Committee. 
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