
 
AGENDA 

FINANCE COMMITTEE 
SANTA CRUZ – MONTEREY – MERCED 

MANAGED MEDICAL CARE COMMISSION 
 

 
 

DATE:       Wednesday, February 28, 2018 
 
TIME:       2:30 – 3:45 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.  2:30 p.m.  

A. Roll call 

2. Approve minutes of December 6, 2017 meeting of the Finance Committee.  
(2:35 – 2:40 p.m.) 
-     Reference materials:  Minutes as above.          

3. December Preliminary YTD Financial Performance.  (2:40 – 2:50 p.m.) 

4. Update on Operational Banking RFP Assessment.  (2:50 – 3:00 p.m.)  

5. Capitola Manor Update.  (3:00 – 3:10 p.m.) 

6. FY17 Financial Audit (3:10 – 3:20 p.m.) 

7. DHCS Rates Update (3:20 – 3:30 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, December 6, 2017 
2:30 – 3:45 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 16th Street, Suite B, Merced, California 

 
 
 

Commissioners Present: 
Ms. Leslie Conner Provider Representative   
Mr. Michael Molesky Public Representative 
Mr. Tony Weber Provider Representative    
 
Commissioners Absent: 
Ms. Giang Nguyen Provider Representative   

 
Staff Present: 
Ms. Lisa Ba Chief Financial Officer 
Ms. Stephanie Sonnenshine Chief Executive Officer 
Mr. Michael Warden Finance Director 
Oksana Chabanenko Finance Administrative Specialist 
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1. Call to Order by Chairperson Michael Molesky.  (2:33- 2:34 p.m.)  
 

Chairperson Michael Molesky called the meeting to order at 2:33 p.m.  Roll call was taken. 
A quorum was present.  
 

2. Approve Minutes of October 25, 2017 meeting of the Finance Committee.  (3:14 – 3:35 
p.m.)    

 
FINANCE COMMITTEE ACTION: Commissioner Weber moved to approve the minutes 
of the October 25, 2017 meeting of the Finance Committee, seconded by Commissioner 
Conner.  Motion carried with 3 votes affirmative, 1 absent and was so ordered.   
 
 

2. September YTD Financial Performance. (2:35 – 2:39 p.m.)  
 

Ms. Lisa Ba, Chief Financial Officer, presented information on the Alliance’s September 
year-to-date (YTD) financials.  Compared to the same period last year, Medi-Cal revenue 
increased by $53M ($800.3M to $853.4M), which represents a 6.6% increase. There has 
also been a rise in medical costs – from $705.5M to $747.3M. The administrative cost is at 
$55.1M compared to $46.3M last year.   
 
The 2017 YTD Administrative Loss Ratio (ALR) is 6.4% versus 5.7% the year prior. 
Medical Loss Ratio (MLR) adjusted for all revenue – which is medical costs divided by 
total revenue including investment income – is at 86.6%, slightly down from 87.2% in 2016.  

 
Comparing actual YTD numbers to budget, the Alliance’s Medi-Cal revenue is $50.8M 
above quota, $45M of which is attributed to the MLR reserve. The reserve had been accrued 
over the period of January 2014 through May 2017; however, when new regulations waived 
the MLR requirements for July 2016 through June 2017, the Alliance released $45M in 
reserves resulting in the revenue spike. 
 
Expenses are also slightly above budget, reflective of incentive accrual that had not been 
budgeted for 2017. 

 
The Alliance’s current total fund balance is $642.3M, of which $133M is held in cash and 
about $509.3M in investments. $315.8M is presently due back to the State.  The $509.3M 
fund balance and $315.8M due to the State add up to $825.1M in total investments. 
 
Ms. Ba noted that the most important benchmarks for the Commissioners to note are the 
MLR and ALR. Looking at these percentages more closely than the dollar numbers allows 
us to eliminate the enrollment factor to better understand the true rate. The current MLR 
being slightly lower compared to a year ago is a positive trend. In terms of the revenue, the 
6.6% increase is mainly due to the aforementioned MLR reserve release rather than Medi-
Cal revenue increases. Excluding the MLR adjustment from the calculation would show a 
more modest increase of $8M – about 1%.  
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Ms. Ba also emphasized the Plan’s ability to maintain a reasonable MLR while reimbursing 
its providers at a higher rate than the competition (100% of Medi-Care, while the average 
benchmark is between 120% of Medi-Cal or 80% of Medi-Care) assuring adequate 
coverage for our members. 
 
The Alliance’s ALR, however, has seen about an 18% increase compared to September 
2016 and there are several factors responsible for the surge. One of them is a change in 
categorization of certain expenses, like utilization management and concurrent review, from 
medical to administrative costs. Another is the new grant program, which, despite being 
administered in an efficient way, still has costs associated with its implementation. Another 
major reason is the fact that the Alliance does not run on a delegated model, which allows 
other plans using it to have a lot of daily management offloaded onto an outside manager 
and associated costs categorized as medical. The Alliance meanwhile, runs all such 
operations in-house requiring more Full Time Employees, resulting in significantly higher 
administrative costs. 
 

3. 2017 Reforecast Financial Statement. (2:39 – 2:42 p.m.)  
 

According to the current projection, the net income for 2017 is estimated at $46M, which is 
4.1% of total revenue. This figure takes into account the $45M MLR reserve retro 
adjustments earlier in 2017.  
 
The numbers change when factoring in the programmatic incentive budget increase of $8M, 
which is currently subject to Board approval. If approved, it will bump the annual incentive 
budget from $22M to $30M and bring the net income down to 3.4%. 
 
The Finance team also calculated a third version of the forecast which excludes the part of 
the MLR adjustment attributed to the year 2016 (about $21M). This brought the net income 
estimate down to 1.4% or $16M. As an additional piece of data, had the MLR requirements 
not been reversed for the period of July 2016 through June 2017, the Alliance’s 2017 
projection would have been -$8M. 

 
5. Operational Banking RFP Assessment. (2:42 – 2:45 p.m.)  
 

Ms. Ba reassured the committee that their concerns with past Wells Fargo performance, as 
expressed in the prior Finance Committee meeting on October 25, 2017,  had been taken 
very seriously and the Alliance team is doing their due diligence and giving consideration to 
all banks meeting our criteria.  
 
The timeline of the bidding process is as such: the Alliance released the Request for 
Proposal (RFP) on November 9, 2017; November 22, 2017 was the deadline for bidders to 
submit written RFP inquiries and the Alliance had until November 30, 2017 to provide 
responses to the inquiries. December 12, 2017 is the bidders’ proposals due date and by 
December 18, 2017, the Alliance team is to notify bid finalists and schedule interviews; the 
interviews will take place between December 18, 2017 and January 3, 2018. On January 8, 
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2018, the finalists will be selected and by the end of January the Alliance hopes to have a 
recommendation to propose to the Board for approval.      
 

5. Investments and Liquid Holdings. (2:46 – 3:05 p.m.)  
 
The Alliance currently holds about $825M in investments and $429M in cash for a total of 
$1.2B. Of that, CalTrust holds just over 20%, Comerica – 42%, Wells Fargo – 22%, Union 
Bank – 11%, with the remaining 5% in Local Agency Investment Fund. Ms. Ba pointed out 
that the cash position, which generally hovers around $220-240M is currently relatively 
high due to an additional $160M in Intergovernmental Transfer and Hospital Quality 
Assurance Fee pass-through payments accrued in October 2017. 
 
It was noted that the main benchmark for health plans to assess reserves as compared to 
requirements is the TNE (Tangible Net Equity) and the Alliance’s TNE is unusually high at 
1,000%, even excluding $260M in grant expenditures set aside by the Board. We strive to 
lower it to 638%, which is the equivalent of 3 months of capitation revenue. 
 

 
 
 
 
The meeting adjourned at 3:06 p.m. 
 
 
Respectfully submitted, 
 
 
Ms. Oksana Chabanenko 
Finance Administrative Specialist 
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