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Asterisks indicate anticipated action. Action is not limited to those designated items.
New to GoToMeeting? Get the app now and be ready when your first meeting starts: https://global.gotomeeting.com/install/728792797
5 minutes allowed per speaker with a cumulative total of 15 minutes per topic. For further details & policy, see Request for Public Comment notices
available in meeting room.

Board Finance Committee Follow-Ups
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Hubert U. King, Interim Chief Financial Officer

Background: At the Board’s request, the Committee Assistant maintains a list of those items on
which follow-up information has been requested. Items will remain on the list until each matter
has been finalized (see below):
•

Chair Clark has asked to discuss requests made by him for specific financial information

Budget Impact:

N/A

Staff Recommendation:

Information Only

Committee Questions:

OMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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Minutes
Finance Committee
Wednesday, September 23, 2020

TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Tanya Howell, Assistant

BY:

Hubert U. King, Interim Chief Financial Officer

Background: The minutes of the Board Finance Committee meeting held on Wednesday,
September 23, 2020, are respectfully submitted for approval (Addendum A).
Budget Impact:

N/A

Staff Recommendation:
Staff recommends approval of the Wednesday, September 23,
2020, Board Finance Committee minutes.

Committee Questions:

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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EXECUTED, BUDGETED, ROUTINE PHYSICIAN AGREEMENTS
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Hubert U. King, Interim Chief Financial Officer

Background:
The following Executed, Budgeted, Routine Physician Agreements became
effective as noted below:
PHYSICIAN/GROUP

TYPE OF AGREEMENT
September 2020
•

•

Davis, Graham, DO

•

•
Restorative Healing Group (Roger
Schechter, MD and Bradley Bailey, MD)

Department Chair Agreement – Department of
Anesthesia, PMC Poway
Wound Care/Cardiac Rehabilitation Physician
Coverage Agreement – Amendment 1 – PMC
Poway and the San Marcos Campus

October 2020
•

•

Iyengar, Srinivas, MD

Emergency Ophthalmology Call Coverage
Agreement – All campuses

The standard Form A and Abstract Table are included in Addendum B.
Staff Recommendation:

Approval

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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Resolution No. 11.09.20(01)-15
Closure of Banking Account

TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Hubert U. King, Interim Chief Financial Officer

BACKGROUND: Since enactment of the last Banking Resolution, an audit of banking and
investment accounts by the Finance Department revealed that a banking account had been
closed. The below-referenced Board Resolution represents the sanctioning of those actions,
taken during the normal course of business. The full text of the Resolution may be found on the
following page.
Banking Account
Banking Account

BUDGET IMPACT:

Bank of America – XX1974

None.

STAFF RECOMMENDATION: Staff recommends approval of Resolution No. 11.09.20(01)-15,
Sanctioning the Closure of a Banking Account.
COMMITTEE QUESTIONS:

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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RESOLUTION NUMBER 11.09.20(01)-15
RESOLUTION OF THE BOARD OF DIRECTORS OF PALOMAR HEALTH
SANCTIONING THE CLOSURE OF A BANKING ACCOUNT
WHEREAS, Palomar Health (the “District”) is a local health care district duly organized and
existing under the Local Health Care District Law, constituting Division 23 of the Health and Safety Code
of the State of California (the "District Act"); and,
WHEREAS, the District desires to formalize actions taken during the normal course of business
with regard to the District’s banking accounts;
NOW, THEREFORE, BE IT RESOLVED, that the District sanctions the actions taken to cause the
closure of the banking account listed below:
Banking Account
Banking Account

Bank of America – XX1974

PASSED AND ADOPTED at a meeting of the Board of Directors of Palomar Health held on
November 9, 2020, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAINING:
DATED:

November 9, 2020
BY:

______________________________
Richard C. Engel, MD
Chair, Board of Directors

ATTESTED:
Laurie Edwards-Tate
Secretary, Board of Directors
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Resolution No. 11.09.20(02)-16
Declaration of Official Intent of Palomar Health to Reimburse Certain
Expenditures from Proceeds of Indebtedness
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Hubert U. King, Interim Chief Financial Officer

Background:
In February 2019, the Board passed Resolution No. 02.11.19(02)-02, Authorizing
Management to Take the Actions Necessary to Negotiate and Execute the Documents Necessary for a
Parking Structure to be Constructed and Operated on Property Owned by the District within the
Escondido Regional Technology Center.
In August 2020, the Board was provided an update on the final site plan that included a construction
budget and timeline.
Management has assessed and evaluated the impact of the project costs, current market conditions,
and the District’s credit and market positions related to the issuance of Revenue Bonds to fund both the
parking structure project and the acquisition and installation of appropriate signage at all Palomar Health
locations. Those costs are not expected to exceed $35,000,000.
The District has paid certain expenditures and/or expects to pay certain other expenditures in
connection with these projects prior to the incurrence of indebtedness for the purpose of financing costs
associated therewith on a long-term basis.
The Board Declaration required to facilitate a Revenue Bond issuance in an amount not to exceed
$35,000,000 in late calendar year 2020 or early calendar year 2021 is hereby presented for approval:
•

Resolution No. 11.09.20(02)-16 Declaration of Official Intent of Palomar Pomerado Health to
Reimburse Certain Expenditures from Proceeds of Indebtedness

Budget Impact:

Positive

Staff Recommendation:

Staff recommends approval of the Resolution.

Committee Questions:

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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Resolution No. 11.09.20(02)-16
Declaration of Official Intent
of
Palomar Health
to
Reimburse Certain Expenditures from Proceeds of Indebtedness
WHEREAS, Palomar Health, a local healthcare district duly organized and existing
under the laws of the State of California (the "District") intends to construct a parking structure
on the Palomar Medical Center Escondido Campus in Escondido and to acquire and install
appropriate signage at all Palomar Health locations (the "Project");
WHEREAS, the District has paid certain expenditures and/or expects to pay certain
other expenditures (the "Reimbursement Expenditures") in connection with the Project prior to
the incurrence of indebtedness for the purpose of financing costs associated with the Project on a
long-term basis;
WHEREAS, Section 1.150-2 of the Treasury Regulations requires the District to declare
its reasonable official intent to reimburse prior expenditures for the Project with proceeds of a
subsequent borrowing;
WHEREAS, the District reasonably expects that debt obligations in an amount not
expected to exceed $35,000,000 will be incurred and that certain of the proceeds of such debt
obligations will be used to reimburse the Reimbursement Expenditures; and
WHEREAS, the Board of Directors of the District desires to declare its reasonable intent
to reimburse prior expenditures for the Project with proceeds of a subsequent borrowing;
NOW, THEREFORE BE IT RESOLVED, that the Board of Directors of the District
declares:
Section 1. The foregoing recitals are true and correct.
Section 2. This declaration is made solely for purposes of establishing compliance with
the requirements of Section 1.150-2 of the Treasury Regulations. This declaration does not bind
the District to make any expenditure, incur any indebtedness, or proceed with the Project.
Section 3. The Board of Directors of the District hereby declares its official intent to use
proceeds of indebtedness to reimburse the District for Reimbursement Expenditures.
Section 4. This declaration shall take effect from and after its adoption.

4136-5774-6216.3
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Passed And Adopted by the Board of Directors of Palomar Health on the 9th day of
November, 2020, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAINING:
Dated: November 9, 2020

By: ______________________________
Richard C. Engel, MD
Chair, Board of Directors
Attested:
______________________________
Laurie Edwards-Tate
Secretary, Board of Directors

4136-5774-6216.3
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September 2020 and YTD FY2021 Financial Report
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Hubert U. King, Interim Chief Financial Officer

Background: The Board Financial Report (unaudited) for September 2020 and
YTD FY2021 is submitted for the Finance Committee’s approval (Addendum C).

Budget Impact:

N/A

Staff Recommendation:

Approval

Committee Questions:

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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ADDENDUM A
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BOARD FINANCE COMMITTEE
CALENDAR YEAR 2020

ATTENDANCE ROSTER
MEETING DATES:

SAM FILICIOTTO, MD – ALTERNATE COS
PMC POWAY

STAFF ATTENDEES
HUGH KING, INTERIM CHIEF FINANCIAL OFFICER
SHEILA BROWN, RN, CHIEF OPERATIONS OFFICER
OMAR KHAWAJA, MD, CHIEF MEDICAL OFFICER
MEL RUSSELL, RN, CNO, PMC ESCONDIDO
JOYCE VOLSCH, PHD, CNO PMC POWAY
JIM SMITH, CONTROLLER
TANYA HOWELL – COMMITTEE ASSISTANT
CARLOS BOHORQUEZ, CHIEF FINANCIAL OFFICER
JOY GORZEMAN, RN, INTERIM CNO, PMC POWAY
INVITED GUESTS

P
P
E

P
P
E

E
P
P
E

P
P
P
E

4/22/20

5/27/20

6/24/20

7/22/20

8/26/20

9/23/20

COVID-19 CANCELLATION

ESCONDIDO

3/25/20

REPURPOSED W/SPECIAL BOD

P
P
P
P
P
P

REPURPOSED W/SPECIAL BOD

2/26/20

P
P
P
P
P
P

COVID-19 CANCELLATION

1/22/20

COVID-19 CANCELLATION

MEMBERS
DIRECTOR JOHN CLARK – CHAIR
DIRECTOR RICHARD ENGEL, MD
DIRECTOR DOUG MOIR, MD
DIANE HANSEN, PRESIDENT & CEO
SABIHA PASHA, MD, COS PMC ESCONDIDO
EDWARD GURROLA, MD , COS, PMC POWAY
DIRECTOR JEFF GRIFFITH, EMT‐P ‐ ALTERNATE
KANCHAN KOIRALA, MD – ALTERNATE COS PMC

V
V
V
V
V
V

V
V
V
V
E
E

10/28/20

11/25/20

V
V
V
V
V
V
V
V

V
V
V
V
V
V
V

SEE TEXT OF MINUTES FOR NAMES OF INVITED GUESTS
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BOARD FINANCE COMMITTEE – MEETING MINUTES – WEDNESDAY, SEPTEMBER 23, 2020


AGENDA ITEM



DISCUSSION

CONCLUSION/ACTION

FOLLOW UP/RESPONSIBLE PARTY

FINAL?

NOTICE OF MEETING


The full agenda packet (as Notice of Meeting) was posted on Thursday, September 17, 2020, at Palomar Health’s Administrative Offices, which is consistent
with legal requirements. The full agenda packet was also posted on the Palomar Health website; and notice of that posting was made via email to the Board
and staff.
CALL TO ORDER
 The meeting – held virtually – was called to order at 12:04 p.m. by Chair John Clark
ESTABLISHMENT OF QUORUM

T

Quorum was established – see roster for details

PUBLIC COMMENTS


None filed

INFORMATION ITEMS


There were no information items

1. BOARD FINANCE COMMITTEE FOLLOW‐UPS


AF



Y

DR

Hugh King, Interim CFO, stated that he had reviewed both requests, and he had forgotten during last month’s meeting that this discussion occurred two
years ago, with a decision made that the District would not be publicly publishing proprietary information
o The information—both regarding the surgeries by category at each hospital and the breakdown between professional fees and purchased services—
had been shared with Chair Clark and any other Board members who had requested it, but Management would be reluctant to publish the information
as it was not good business practice to have the information freely available to a competitor
o Mr. King further stated that the information could go to the Board, but it would need to be discussed in a closed session
o There was some discussion between Director Engel and Chair Clark regarding whether the topic would be more appropriately discussed in closed session
of the Finance Committee—either of which Mr. King stated would be appropriate—but Director Engel commented that there was already a process in
place to present information about contracts that funnel through the Finance Committee and were then referred to the full Board in a closed session
just prior to the full Board meeting each month, and today’s information could become a standing part of that closed session of the Board, and it was
his opinion that was the better way to approach it, noting that Management could still hold individual discussions with the Committee Chair, but the full
disclosure to the Board should be done in closed session
 Jim Smith, Controller, commented that the other follow‐up item regarding having had 107 trauma cases two months in a row had been a coincidence, but
there had also been 107 trauma cases in the month of August, an even more rare occurrence
2. MINUTES – BOARD FINANCE COMMITTEE – MOTION: By Director Moir, seconded by Director Engel, and Reported to the October 12, 2020, Board
Y
WEDNESDAY, AUGUST 26, 2020
carried to recommend approval of the Minutes from the of Directors meeting as information
Wednesday, August 26, 2020, Finance Committee as
presented.
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BOARD FINANCE COMMITTEE – MEETING MINUTES – WEDNESDAY, SEPTEMBER 23, 2020


AGENDA ITEM



DISCUSSION

CONCLUSION/ACTION

FOLLOW UP/RESPONSIBLE PARTY

FINAL?

Vote taken by Roll Call:
Director Engel – aye; Director Moir – aye; Ms. Hansen – aye;
Chair Clark – aye; Absent: Drs. Pasha and Gurrola


No discussion

3. EXECUTED, BUDGETED, ROUTINE
PHYSICIAN AGREEMENT

MOTION: By Director Moir, seconded by Ms. Hansen, and
carried to recommend approval of the Executed, Budgeted,
Routine Physician Agreement as presented.

Forwarded to the October 12, 2020,
Board of Directors meeting with a
recommendation for approval

Y

Forwarded to the October 12, 2020,
Board of Directors meeting with a
recommendation for approval

Y

T

Vote taken by Roll Call:



No discussion

MOTION: By Director Moir, seconded by Ms. Hansen, and
carried to recommend approval of Resolution No.
10.12.20(01)‐13 – Bank of America Deposit Account &
Treasury Management Services Banking Resolution &
Certificate of Incumbency as presented.

DR

4. RESOLUTION NO. 10.12.20(01)‐13 –
BANK OF AMERICA DEPOSIT ACCOUNT &
TREASURY MANAGEMENT SERVICES
BANKING RESOLUTION & CERTIFICATE OF
INCUMBENCY

AF

Director Engel – aye; Director Moir – aye; Ms. Hansen – aye;
Chair Clark – aye; Absent: Drs. Pasha and Gurrola

Vote taken by Roll Call:



Director Engel – aye; Director Moir – aye; Ms. Hansen – aye;
Chair Clark – aye; Absent: Drs. Pasha and Gurrola
Hugh King, Chief Financial Officer, commented that this was an annual update, as well as a reaffirmation of the existing resolution, updated regarding
authorized signers

5. AUGUST 2020 & YTD FY2021 FINANCIAL
REPORT

MOTION: By Director Moir, seconded by Ms. Hansen, and
carried to recommend approval of the August 2020 and YTD
FY2021 Financial Report as presented.

Forwarded to the October 12, 2020,
Board of Directors meeting with a
recommendation for approval

N

Vote taken by Roll Call:




Director Engel – aye; Director Moir – aye; Ms. Hansen – aye;
Chair Clark – aye; Absent: Drs. Pasha and Gurrola
Utilizing the presentation included in the agenda packet, Mr. King presented the August 2020 and YTD FY2021 financial report
MONTHLY MANAGEMENT DISCUSSION & ANALYSIS (SLIDES 38‐40)
o Net Days in A/R were down to 57.3 days, a large improvement compared to 58.8 in July
o DNFB is a measure of how quickly the bills are sent out after discharge, and the lower the number, the better
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BOARD FINANCE COMMITTEE – MEETING MINUTES – WEDNESDAY, SEPTEMBER 23, 2020


AGENDA ITEM



DISCUSSION

FOLLOW UP/RESPONSIBLE PARTY

FINAL?

 It was 2.1 in July and is down to 2.0 for August, much better than the original baseline of 4.6
Insurance Verifications have continued to improve, with the exception of the Urgent Insurance Verifications (those patients who walk in and need
immediate care), which have not improved
 Mr. King commented that there is a new system in place, so he anticipates that number to be back up in the high nineties by next month or October
at the latest
 In response to an inquiry by Director Engel regarding what Urgent Insurance Verifications entailed, Mr. King stated that there are three insurance
verifications and provided examples of each
 If a patient is scheduled to come in for a hip replacement as an inpatient, a variety of people are aware of the scheduled visit (e.g., the
anesthesiologist, the orthopedic surgeon, etc.), so there is time for verification of insurance to make sure they are insured prior to the surgery
 The same scenario would apply if the patient was scheduled for outpatient surgery
 If a patient presents at the ER and the ER physician determines they need to be admitted (or maybe they’re one of the 107 trauma cases), then
it is important to obtain verification of their coverage and, if necessary, obtain the appropriate authorizations as soon as possible
 These cases are the unexpected admissions that create lower percentages under Urgent Insurance Verifications
 For elective cases the percentages are higher; and although the 98% target (which is best practice in the industry) hasn’t yet been met, the
percentages that are being met are in the top 20%
Gross Claims Denial Rate provides the impact of claims submitted and denied, and it dropped to 8.5% this month, a significant improvement over 11.3%
in July
 This is an exceptional rate that meets best practice, and Mr. King believes that with some of the tools being put into place it will go even lower
 In response to an inquiry from Director Engel regarding whether the Gross Claims Denial Rate was related to new processes or a new philosophical
approach centered around perfecting information before the bill was sent out, Mr. King stated that there was a combination of things that could
occur
 Data needs to be complete and active before the claim is submitted
 Some claims are denied pending receipt of specific notes
 An authorization for care needs to be received before claim submission, and that authorization must be in the appropriate place for each insurer
to ensure they see it
 The government mandates that insurance companies use the same claim form, but the insurers have modified those forms to suit their own
needs
 An example of a denial would be verification of insurance for a patient covered by Anthem Blue Cross was received, so the patient was
treated; however, it was the first of the month and that patient’s employment ended the last day of the prior month so was actually no
longer covered, but their employer had not yet notified Blue Cross of the employee’s loss of insurance, but it is in our contract that the claim
can be denied
Director Engel stated that he thought that revenue cycle management had continued to show important and noticeable changes/improvements in the
right direction over time, and Mr. King responded that the improvement had been very good over the past several years, beginning with Huron coming
in to get the team started, and the team has implemented some new processes since that time, which should enable continued improvement

DR

o

AF

T

o

CONCLUSION/ACTION

o
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AGENDA ITEM



DISCUSSION



EXECUTIVE DASHBOARD (SLIDE 35)
o Adjusted Discharges – at 3,343 – had an unfavorable variance of 10.6% vs. the budget of 3,738
 Although that would tend to indicate a 10% drop in revenues, when you look on the income statement, that’s not the case, and it’s due to a couple
of factors: Acute Patient Days were budgeted at 8,393 but actually were 8,563, 2% higher vs. budget
 That means that, although there were fewer patients, those that were admitted stayed longer and had more serious problems
 It was also borne out by Average LOS by Days, which had been budgeted at 4 days, but in fact ran to 4.2 days
 Also, the Case Mix Index excluding deliveries (which skew the number) was budgeted at 1.55 with an actual of 1.61
 Again, a measure that the patients were sicker when they came to the hospital and stayed longer
 Some insurance companies pay by the admission, some pay by patient days, and there are provisions in most contracts with adjustment factors
if the patient stays longer than the average, so we were probably seeing some of those outliers kicking into the revenues
o Operating Income – at $573K – had a favorable variance of $1.1M vs. budget
INCOME STATEMENT MONTH‐TO‐DATE (SLIDE 34)
o Net Patient Revenue – at $59.2M – had an unfavorable variance of $518K vs. budget
 Significantly below the 10% variance, explained by sicker patients staying longer, but also due to renegotiated rate increases that were higher than
expected in the budget, so there are more dollars per patient
o Total Net Revenue – at $59.5M – had an unfavorable variance of $655K vs. budget
 Cafeteria sales and non‐healthcare related revenue streams were down due to the Corona Virus
o Operating Expenses – at $58.9M – had a favorable variance of $1.8M vs. budget
 Expenses were favorable in all areas except Benefits, which had a $107K unfavorable variance vs. budget
 In response to an inquiry regarding higher benefits, Mr. King stated that the unemployment insurance had gone up significantly due to staff
reductions; however, there was some good news, as there will be a $700K check coming in as a rebate for unemployment insurance, which will help
offset expenses once received
o Income from Operations – at $573K – had a favorable variance of $1.1M vs. the budgeted loss of $553K
o Net Income – at $275K – had a favorable variance of $1.4M vs. the budgeted loss of $1.1M
 The financials are still not where Management had hoped to be, but we are doing well compared to budget
o Director Engel noted that it appeared that expenses were down significantly/favorable to budget in total, so that was the primary driver for the positive
net income when we had budgeted a loss, and Mr. King confirmed that was correct
o Director Engel asked if the loss that had been budgeted came from the budget that was worked on and approved in June of this year, and Mr. King also
confirmed that was correct, noting that once the budget has been approved, and he believed that the budgeting process was mandated both by Board
bylaws and by regulations of the controller of currency of the State of California, wherein district hospitals are required to submit an annual operating
budget and capital budget each year
 That process was followed and the budget was approved and loaded into the Lawson general ledger system, which reports back as part of the
normal financial reporting process
o Director Engel asked for confirmation that the budget approved in June was in awareness of some of the challenges we were going to experience both
in revenues and expenses in response to the pandemic

FINAL?

AF

T

FOLLOW UP/RESPONSIBLE PARTY

DR



CONCLUSION/ACTION
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AGENDA ITEM



DISCUSSION

CONCLUSION/ACTION

FOLLOW UP/RESPONSIBLE PARTY

FINAL?



T

AF

DR

o

Mr. King stated that he believed that was true, but since he wasn’t involved in the budgeting process this year, Ms. Hansen might be in a better
position to respond to that question, and Ms. Hansen stated that it was correct
Chair Clark then asked in what months the budget was developed and how far back did the team go when it was determined that in August there would
be an anticipated to loss of half a million dollars?
 Ms. Hansen replied that the process was started in January every year, so in January and February there was a lot of work and discussion with the
directors regarding their needs for the budget year; in March and April the overall impact for the next year was reviewed
 She also noted that the complete shutdown occurred from mid‐March into April, and the budget had been finalized in late April or early May in
order to have a final budget to present to the Board members at the end of May
 The finalizing process generally takes 2 to 3 weeks and includes individual meetings with each member of the Board at the end of May, with the
final presentation to the Board in June
 When the budget was finalized, Management didn’t know where volumes were going to land, and Ms. Hansen was thrilled to see that expenses
had been reduced even with a much lower volume
 She attributed that in part to the work Sheila Brown, Chief Operations Officer, and Omar Khawaja, MD, Chief Medical Officer had done with
their staff at the facilities to keep salaries and wages in line, as that is typically 60% of expenses, leaving the district in a much better position to
roll into the fall and winter
 Chair Clark then asked if Management wasn’t monthly looking forward – as an example, had December’s budget number already been cast?
 Ms. Hansen replied that the annual budget is established—which is what the Board approved in June—then it is spread throughout the year
based on the prior year’s seasonality, depending on where expenses fell for summertime or where they fell the previous winter
 There could be some fairly significant variations based on what was experienced the prior year; but in totality, the budget for the year ended up
being the same at the end of the year
 Chair Clark said that when you look at the budgeting, you’re 8‐10% plus or minus, then when you look at the same number YTD, it’s a different
number; and our Net Patient Revenue was $58M, and in August 2019 it was $64M almost $65M; and when you go back to the Adjusted Discharges,
a year prior it was 22%, not 8‐10% of the variance
 He was trying to reflect on what’s going into the variance and the budget – if you knew that the year before, how could you be that far off?
 Ms. Hansen noted that this year we were working off a much lower census base, as we’re not even getting close to 300 when it was well over 300
between the two facilities last year
 When you see Adjusted Discharges down so much, we didn’t know and were doing our best to predict/project based on what we had
experienced during 4 weeks of a pandemic and how we thought it might flow through
 We also looked at what we needed to achieve in terms of surgical volume and deliveries to make sure that we were in a position to hit comply
with our bond covenants at the end of the year
 Ms. Hansen stated that she would caution the Committee to worry less about month‐to‐month fluctuations, as the quarterly basis was more
important, because you would start to level out some of that variation
 After the first 6 months, what adjustments need to be made in the second half of the year
 Chair Clark again we have COVID, it hit and we were discussing this previously and thought that by July/August would be coming out of it, but we’re
not
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FINAL?
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o
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 We’re down 26 surgeries August to July, so what is the larger vision of when we can expect this tide to turn?
 Ms. Hansen replied that Management has been working on a number of strategies around increasing volume in a variety of additional services that
we are looking at providing, and some of those will definitely have an impact on surgical volume
 A lot of other organizations are struggling with the same issues, with volume being down because people are still wary of going to an acute care
hospital
 Palomar Health has a large social media presence and has been assuring people it is safe, and detailing all the things that are being done to
make sure the patients are protected from an infectious disease standpoint
 There is no magic ball for getting back to surgical volume, but the District has been partnering with our FQHCs, having specific discussions with
them around delivery; additional service lines are being investigated; and there have been discussions with our physicians encouraging them to
refer additional volumes to the District
 Just looking at surgical volumes is also not the answer without understanding the mix, and the value of those surgeries is not necessarily the
entire answer
 Revenues are still holding strong even with volume being down for surgeries, and as long as we can maintain expenses in line with the volume, we
will continue to be better or at least meeting budget on a monthly basis
 Management has been working with the business development team on different avenues to increase surgeries; but again, it depends on the mix
of surgeries, as if the increase in surgical cases is attributed to cases that don’t provide a good margin, it isn’t helpful to just increase volume
Director Engel commented that the whole idea when reviewing a budget and determining whether it had a favorable or unfavorable variance, you also
needed to know what the absolute dollars were, as you’re either making more money over expenses or not
 He has been a voting member of the Finance Committee for a number of years and has watched the budgeting cycle and the process and the
approach during that time, as well as having spent a fair amount of time speaking with former CFO Carlos Bohorquez, Ms. Hansen and others in the
C‐Suite, and his understanding is that our current administrative team had taken a somewhat different approach to budgeting as opposed to
administrations in the past—a real philosophy of creating a realistic budget and managing really tightly to that budget
 It wasn’t like the numbers had been drawn out of thin air, there was an intentionality to present a realistic budget so that the variances were
reasonable
 He has observed this in his own personal exposure to this process and thinks it’s a conservative approach that brings integrity to the numbers each
month
Director Engel also had a comment about surgical volume, which he’s closely tracking and observing and concerned about that, especially at this time
when he is also involved in interviewing anesthesiologists from around the state and county for his medical group
 Just as recently as yesterday, when he was speaking to candidates about Palomar’s circumstance vs. theirs, including surgical volume, which from
his standpoint appears to be about 75% below from what it was pre‐COVID
 The comparative information he receives from these applicants is that number is significantly better than what they’ve been experiencing in their
areas
 Bottom line is that whatever we thought we were going to see in June/July/August and what we have seen is the reality for today and there’s no
way anyone could have predicted it
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Yes, it’s a challenge, but from the many cases of which he’s aware we’re doing better; and he knows it’s a problem, but everyone’s wrapped
into it
 Some of the candidates with whom he has spoken have done locum tenens temporary jobs in anesthesia, which used to be a lucrative way to grow
their businesses, but is no longer
 Assessment is we’re experiencing declines, but we’re doing better than many other locations
o Mr. King stated that was exactly what he was hearing from his colleagues, and he had heard in some cases volumes were down 50%
o Mr. King also stated that he’d discussed the topic of when the pandemic would be over with colleagues in Chicago and California, and they didn’t think
that things would be back to normal until there was a vaccine; and, realistically, all the experts have been saying it would be next spring or summer, so
we’d be living with this for another 6‐8 months
CURRENT VS. PRIOR YEAR‐TO‐DATE (SLIDE 33)
o Total Net Revenue – at $121.8M – had a favorable variance of $806K vs. budget
o Total Expenses – at $120.2M – had a favorable variance of almost $2M vs. budget
 Mr. King added another comment that referred back to profitability and volume: When he was the CFO 2 to 3 years ago, one of the areas that was
a big problem was the use of outside agency staffing at a cost of $1.2M per month, particularly in nursing; so when he saw that it was now under
$300K, he was pleasantly surprised
 So what was happening was, as volume was dropping, in admissions we’ve employed nurses rather than using traveling nurses
 The folks who’ve been working here over those past 3 years have known they were making improvements month to month, but as they made
those improvements, they probably didn’t realize how dramatic they were over that extended period of time; and he thought Ms. Brown and
her team had made a remarkable improvement that he didn’t think had been recognized enough
o Income from Operations – at $1.6M – had a favorable variance of $2.8M vs. the budgeted loss of $1.2M
o Net Income – at $934K – had a favorable variance of $3.1M vs. a budgeted loss of $2.2M
 Again, the gains were predominantly in expense management and the management team has done an excellent job in controlling expenses
o In response to an inquiry by Chair Clark regarding the big swing in net income and what the major factors were, Mr. King stated that as discussed
previously, it was the expense management piece, with very tight control
 For example, when he left 2 years ago, the now‐robust productivity system was just being implemented, and it is now in full swing, not only with
monthly dashboards for managers, but also with the annual reviews of the managers tied to their productivity performance
 There have also been new programs involving purchasing until COVID is resolved, and many contracted services have been suspended, with everyone
doing more with less, which is driving the income
BALANCE SHEET (SLIDE 31)
o Talked at some length about cash and what happens with cash, and how we move money from cash to investments as needed, to make sure we optimize
our investment income
o If you look purely at cash at the end of July, we had about $10.1M, but when you add in investments, it’s actually at $234.7M
 Compared to August, the actual cash in the demand deposit account was up by $10M to $20.1M, but we had moved investments out of that
investment account, so even though cash in the bank was up $10M our actual cash—the sum of cash and investments—was down by about $11M,
and that’s directly attributable to reducing the accounts payable volume by $4M and other current liabilities by $6.5M
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So we moved money out of investments into cash to cover operating expenses, and you’ll see those kinds of fluctuations
You will also see that in April and October, when we have to make bond payments; and there will also will be a cash deficit when we have to make
IGT payments
 There will be a significant drop in cash and investments when we fund the bond payment in October, which is due November 1st
 We also still have $55.6M in Medicare accelerated payment funds that they still haven’t begun to recapture; and we have recently been notified
that that recapture will not begin until this latest round of legislation has been completed and we find out what Congress wants CMS to do
 Ms. Hansen commented that there is a chance they may not take back all of those funds immediately, instead that it may be spread over a 3‐
year period, so maybe take back 25% the first year, 50% the second, and if that occurred, it would be incredibly helpful to the District
 In response to a question from Chair Clark regarding whether those funds would change to a long‐term liability, Mr. King stated that, right now
it is currently sitting on both sides of the balance sheet – in Board‐designated cash as well as and in current liabilities for the expected payback;
and if CMS were to notify us that it would be a 3‐year period, the $55M would remain in Board‐designated, and the liability would be adjusted
to the current amount anticipated to be paid in the next year, with the remainder to be paid in future years into a non‐current asset
 Management has been making sure that those monies are segregated to ensure transparency
Mr. King stated that concluded his presentation and asked if there were any questions, and Chair Clark replied that he had some questions regarding the
consolidated statements, so Mr. King scrolled to that slide
CONDENSED COMBINING STATEMENT OF REVENUE, EXPENSES & CHANGES IN NET POSITION (SLIDE 23)
o Regarding the situation with Arch, at this point in time at 2 months into the year, they are down $4.3M that’s the key to the loss, correct?
o Mr. King stated that the Arch component and the change in net position for the year was $4.4M, and there were a couple of reasons for that: 1) Arch
had also been hit by COVID; and, 2) A lot of Arch’s revenues come from the shared risk revenue of about $3M, showing on the income statement for
the two months
 Those risk pools operate on a calendar year basis, and Arch reports on June 30th fiscal year
 The settlements related to the risk pools are usually not finalized until August or September of the following calendar year as the incurred but not
reported liabilities are recorded and paid
 Arch was off on its expectation from the risk pool by a negative $1.4M, so they had recorded about $600K‐700K of that in their prior fiscal year,
which was already accounted for in last year’s financial statements; however, so far they have had to reduce the shared risk revenues as a result of
that shortfall
 Also, those risk pool dollars were related to the 2019 calendar year, and because of COVID and all the other things that have happened with fee for
service and with patients not coming to the hospital or seeing their doctors, the premiums for those patients have remained the same and the
capitated risk pool payments were higher
 Mr. King anticipated that the risk pools were going to have some pickup in the latter part of the year, and he didn’t expect that Arch was going to
have a running $2M/month loss, and he thought we would start to see a return to normalcy and the risk pool funds would start to kick in
o Director Engel asked about the YTD Net Position at the bottom of the page, which noted that Arch’s net position was a negative $4,373,966, and
wondering whether that referred to net position before or after the Interfund transfer to Arch
 Mr. King stated that the Interfund transfer pretty much washed itself out, with the difference being a capital funding of $2.1M that was transferred
and the $2.2M that was reported is a capital‐related activity
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Chair Clark clarified that Dr. Engel’s question was whether the negative $4.37M included the $2.1M transfer, and Mr. King said that it did
Chair Clark asked if we could do such a good job of reducing expenses at the hospital, why couldn’t Arch do the same thing, and Mr. King stated that
physicians would get hit harder by COVID than the hospital because the hospital would still have ER patients and COVID patients who would all
largely be treated by ER physicians and hospitalists, not PCPs
 The trick was determining how to manage expenses and try to make it up on the risk pools as the dollars came in
 Ms. Hansen stated that it also does come down to timing with Arch’s revenues and the flow of when they actually hit their income statement;
and the other part is that Palomar is continuing to monitor Arch’s work and expenses and how they’re managing day to day in order to make
sure that losses are minimized and, subsequently, the support needed from Palomar
 She did want the Committee to know that Administration is staying connected, Mr. King has meetings with Arch on a regular basis and sits on
its finance committee, so there is absolutely a connection, with an understanding and trying to maintain what’s going on daily
 Chair Clark stated that it had been predicted going forward this year that the budget for the Interfund transfers to Arch might have to be re‐
evaluated, and Mr. King stated that might need to occur closer to the end of the year, after the amount of funding actually available from the risk
pool was known and whether those funds would be in the anticipated amount
 Ms. Hansen stated that she didn’t expect with the improvement and the things Arch had in the works for improving revenues and decreasing
expenses, she thought they would still be okay by the end of the year; however, 6 months in, when the risk pool has been reviewed and the
anticipation for them for the first 6 months of our fiscal year, there would be a better idea as to whether a request to increase budgeted funding
would need to be brought back to this Committee and the Board, but it was just too early in the year to make that call
In response to a question by Director Moir about whether Arch guaranteed each physician a baseline income, as he understood their income was based
on productivity, Mr. King stated that there was generally a relatively low baseline, but to even hit that baseline, the physician had have to hit a minimum
range of WRVU productivity, so they are paid based on productivity
 He further noted that the physician compensation was in line with volumes, but the overhead costs would remain the same, regardless of volumes,
and even though variable costs could drop 20%, there would still be rent, insurance and those types of payments
 So Dr. Moir responded that a lot of the leak was less reflective of the fact that the physicians weren’t as busy, and you had to have staff and the
other overhead expenses
 Director Moir asked if Arch had been working to reduce some of those previous overhead expenses, and Mr. King responded that there were several
strategies in the works that would impact that in a positive manner
 He stated that Arch had also implemented a new revenue cycle management system that went live in July, and the expectation was there would be
a pickup in net revenue per patient treated once that system was fully functional
 Director Moir stated that having that information might be comforting to the Board (e.g, “Arch isn’t just taking the check, here are some of the
ongoing measures that are being taken to reduce their costs”), Mr. King agreed that was a great idea, and he did think that by the end of the first
quarter we would start to see some of the fruits of those labors
 Mr. King further noted that Management has discussions about Arch on a regular basis with all the Board members and recognizes the challenges
that Arch is facing, and Dr. Moir replied that there is sometimes a disconnect, so perhaps that flow of information could be improved upon
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None filed

BOARD MEMBER COMMENTS


Director Engel noted that with all of the external reporting and the audit process, he understood that the organization had an obligation to interact with
CMS and file Medicare cost reports, and he wondered when that happened
o Mr. King responded that it was a requirement to remain part of the Medicare program, and the report was due by the last day of the fifth month
following fiscal year end, so the District’s report was due by November 30th

 Mr. King further stated that Management takes steps to ensure the report uses the audited financial numbers as it’s similar to filing a tax return
Director Engel stated that it was a validation of the integrity of the information seen as a Board in these presentations and the audited financial report

ADJOURNMENT

The meeting was adjourned by Chair Clark at 1:13 p.m.

JOHN CLARK

DR

COMMITTEE
CHAIR
SIGNATURES:

AF

o

The District has an external accounting firm that prepares the cost report, which must be prepared using the same data as the audit report, which
goes into the cost report, which must be signed and filed either by the CFO or the CEO
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Palomar Medical Center Poway
Administrative Services Agreement
Medical Staff Department Chair
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Omar Khawaja, MD, Chief Medical Officer

Background:
Palomar Medical Center Poway Medical Staff Department
Chairs are provided a stipend for services performed as required by the Medical
Staff Bylaws. This agreement serves to document the relationship of the Medical
Staff Department Chairs to Palomar Medical Center Poway and the duties to be
performed as consideration for the stipend to assure compliance with federal
regulations.
Presented is the Contract for the following Department Chair:
Chair, Department of Anesthesia – Graham Davis, D.O.
Budget Impact:

None.

Staff Recommendation:

Approval

Committee Questions:

COMMITTEE RECOMMENDATION:
Motion:

X

Individual Action:
Information:
Required Time:
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Section
Reference

PALOMAR HEALTH – AGREEMENT ABSTRACT
Term/Condition

TITLE

Term/Condition Criteria
Department Chair Agreement

AGREEMENT DATE

09/01/2020

PARTIES

Graham Davis, D.O. and Palomar Medical Center Poway

PURPOSE

To provide administrative services on behalf of the Palomar
Medical Center Poway Medical Staff in accordance with the
Medical Staff Bylaws, Plans, and Policies.

SCOPE OF SERVICES

As per duties defined in the Palomar Medical Center Poway
Medical Staff Bylaws and Policies.

PROCUREMENT
METHOD
TERM

 Request For Proposal

RENEWAL

None

TERMINATION

As described under Section 5 of the contract.

FAIR MARKET
VALUATION
COMPENSATION
METHODOLOGY

 YES  NO – DATE COMPLETED: 8/31/2020

BUDGETED

 YES  NO – IMPACT:

EXCLUSIVITY

 NO

JUSTIFICATION

Department Chair position elected by the Medical Staff in
accordance with the Medical Staff Bylaws.

AGREEMENT NOTICED

 YES  NO
Methodology & Response: Elected by the
Palomar Medical Center Poway Medical Staff.

 Discretionary

09/01/2020-12/31/2022

Monthly

 YES – EXPLAIN:

ALTERNATIVES/IMPACT n/a
Duties

COMMENTS
APPROVALS REQUIRED

 Provision for Staff Education
 Provision for Medical Staff Education
 Provision for participation in Quality Improvement
 Provision for participation in budget process development
 Defined in the Palomar Medical Center Poway Medical
Staff Bylaws

 VP  CFO  CEO  BOD Committee ____________  BOD
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Palomar Health
Wound Care Professional &
Cardiac Rehabilitation Physician Coverage
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Sheila Brown, Chief Operations Officer
Virginia Barragan, Vice President, Continuum Care

Background:
The Centers for Medicare and Medicaid Services (CMS) require
direct on-site medical supervision by a physician for outpatient services. With the
closure of Palomar Health Downtown campus, outpatient services needing such
supervision must identify opportunities to meet the CMS requirements.
First Palomar Health Wound Care Centers of Poway and San Marcos must ensure
professional physician coverage for their hours of operation. This contract specifies
hours of operation to guarantee physician coverage is consistently available.
Additionally, as a result of the Palomar Health Downtown campus closure, Cardiac
Rehabilitation Services has been relocated to the San Marcos Ambulatory Care Center.
By regulation, this service requires direct emergency oversight by a physician in order to
be reimbursed. In the past this service was provided by emergency room physicians at
the downtown campus. With the relocation of the Cardiac Rehabilitation Services to San
Marcos Ambulatory Care Center, and close proximity to Wound Care, MD oversight for
Cardiac Rehabilitation can be provided by the Wound Care physicians who, by skill set,
meet the requirements needed for Cardiac medical coverage.
Budget Impact:
For Wound Care: Physicians bill their services directly to patient insurance and,
therefore, there is no additional FY21 budget impact
For Cardiac Rehab: Based on the Fair Market Value (FMV) assessment performed in
August 2018. The total amount needed has been captured in the FY21 budget. There is
no additional impact to the budget.
Staff Recommendation:

Approval Recommended.

Committee Questions:
COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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Section
Reference

PALOMAR HEALTH – AGREEMENT ABSTRACT
Term/Condition

TITLE

AGREEMENT DATE
PARTIES
PURPOSE
SCOPE OF SERVICES
PROCUREMENT
METHOD
TERM
RENEWAL
TERMINATION

09/01/2020 to 08/31/2022
Option available if negotiated and agreeable to both parties
Contract stipulates conditions for termination

FAIR MARKET
VALUATION
COMPENSATION
METHODOLOGY

x YES  NO – DATE COMPLETED: 08/03/2018

BUDGETED

X YES

 NO – IMPACT:

EXCLUSIVITY

X NO

 YES – EXPLAIN:

JUSTIFICATION

Specific physician coverage required by regulation for
reimbursement to be submitted and obtained

AGREEMENT NOTICED

 YES

ALTERNATIVES/IMPACT
NA

Term/Condition Criteria
Wound Care / Cardiac Rehabilitation Physician Coverage
Agreement – Amendment 1
09/01/2020
1) Palomar Health
2) Restorative Healing Group (Roger Schechter, MD &
Bradley Bailey, MD)
To provide professional services for Wound Care Centers in
Poway and San Marcos and emergency oversight for outpatient
Cardiac Rehab in San Marcos as required by regulations.
To provide specific hours of professional coverage to wound care
and cardiac rehab.
 Request For Proposal
X Discretionary

Duties

COMMENTS

APPROVALS REQUIRED

Wound Care: No additional remuneration; MD bills patient care
directly to insurance
Cardiac Rehab: Per diem set by FMV. Monthly payment with
supporting documentation.

x NO

Methodology & Response:

Impact – Closure. Coverage mandated by regulation.
 Provision for Staff Education
 Provision for Medical Staff Education
 Provision for participation in Quality Improvement
 Provision for participation in budget process development

X VP  CFO  CEO  BOD Committee ____________  BOD
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EMERGENCY ON-CALL AGREEMENT
OPHTHALMOLOGY
SRINIVAS IYENGAR, M.D.
TO:

Board Finance Committee

MEETING DATE:

Wednesday, October 28, 2020

FROM:

Omar Khawaja, MD, MBA, Chief Medical Officer

Background: This contract represents the On-Call Agreement with Srinivas Iyengar, M.D.
Physician shall serve as a member of the On-Call Panel at Palomar Medical Center
Escondido and Palomar Medical Center Poway on a rotating basis and provide On-Call
Coverage for the specialty of Ophthalmology in accordance with the Medical Staff bylaws, rules and regulations, policies and procedures of Palomar Health.
Budget Impact: Budgeted.
Staff Recommendation:

Committee Questions:

COMMITTEE RECOMMENDATION:
Motion:
Individual Action:
Information:
Required Time:
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Section
Reference

PALOMAR HEALTH – AGREEMENT ABSTRACT
Term/Condition

TITLE

AGREEMENT DATE
PARTIES
Recitals
A&B

PURPOSE

Recital C

SCOPE OF SERVICES

7.1

PROCUREMENT
METHOD
TERM
RENEWAL
TERMINATION

7.2

7.3
2.2

Term/Condition Criteria
Emergency Ophthalmology Call Coverage Agreement
October 9, 2020
Palomar Health, a California healthcare district ("PH"), and Srinivas
Iyengar, M.D. ("Physician").
PH desires to ensure that physicians practicing in the specialty of
ophthalmology are available and on call to provide needed medical
services at the Emergency Department of Palomar Medical Center
Escondido and Palomar Medical Center Poway by contracting with
Physician to provide such services per the terms of this Agreement.
Physician is a member of the medical staff of Palomar Medical
Center Escondido and Palomar Medical Center Poway and is
duly qualified by licensure, education, and training to practice
in the specialty of ophthalmology and provide medical services
at Hospital when called per the terms of this Agreement and
to otherwise provide the services required by this Agreement.
 Request For Proposal
X Discretionary
October 9, 2020 – October 9, 2022
None.
This Agreement hereby terminates and replaces any prior
ophthalmology on-call agreement between the Parties and any
amendments thereto. This Agreement shall commence on the
Effective Date, and terminate on September 30, 2022, unless earlier
terminated pursuant to this Section.
Termination without Cause: Either party may terminate this
agreement without cause upon ninety (90) days' prior written notice.
Termination for Cause.

FAIR MARKET
VALUATION
COMPENSATION
METHODOLOGY

X YES  NO – DATE COMPLETED: 4/11/2020

Fair Market Value. The parties understand and agree that the
payments made per this Agreement represent fair market value for
legitimate and needed services actually provided without regard to
volume or value of referrals or other business generated between the
Parties.
BUDGETED
X YES  NO – IMPACT:
EXCLUSIVITY
X NO  YES – EXPLAIN:
JUSTIFICATION
Need for continued Ophthalmology consultation call coverage
for the Emergency Department at PMC Escondido and Poway.
AGREEMENT NOTICED  YES X NO
Methodology & Response:
ALTERNATIVES/IMPACT N/A
Duties
 Provision for Staff Education
 Provision for Medical Staff Education
 Provision for participation in Quality Improvement
 Provision for participation in budget process development
COMMENTS
None.
APPROVALS REQUIRED
 VP -CFO  CEO -BOD-Committee – -Finance; -BOD
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Monthly Management Discussion and Analysis
Summary Results of Operations for the Period Ended September 30, 2020
Income from operations for the month was $1.1M, favorable to budget by $1.4M. Year‐to date income from operations was
$2.7M, favorable to budget by $4.2M. Net income for the month was $499K, favorable to budget by $815K. Year‐to‐date net
income of $1.4M was favorable to budget by $3.9M.
EBIDA margin for the month of September was favorable to budget by 1.4% and EBIDA was favorable to budget by $740K.
Additional comments and further analyses are presented in the following sections.
Patient Utilization
Inpatient (IP) Services
For the month of September, hospital admissions for the District were 7% unfavorable to budget. Average Daily Census was 2.9%
unfavorable to budget. Adjusted Discharges were 3,350, which was 438 (11.6%) unfavorable to budget. Case Mix Index for both
campuses, excluding deliveries, was 1.61, which was 3.9% favorable to budget.
IP surgeries for PMC Escondido and PMC Poway for the month were 471 cases (excludes CVS), which were 116 cases (19.8%)
unfavorable to budget.
Deliveries for PMC Escondido and PMC Poway for the month were 267, which were 78 deliveries (22.6%) unfavorable to budget.
For the month, Trauma admissions were 105, which were 7.1% favorable to budget.
Outpatient (OP) and Ancillary Services
OP surgeries for PMC Escondido and PMC Poway for the month were 455 cases, which met budget. Outpatient ER visits for the
month were 8,618 visits (includes trauma), which were 414 visits (4.6%) unfavorable to budget. OP registrations for the month
were 9,741, which were (7.1%) unfavorable to budget. ER admissions for the month were 1,464, which were 1.7% favorable to
budget.
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Monthly Management Discussion and Analysis
Summary Results of Operations for the Period Ended September 30, 2020 (cont’d)
Financial Performance
Operating Revenue
Net Patient Service Revenue for the month was $58.7M, which was $496K (0.8%) unfavorable to budget.
Other Operating Revenue
Other Operating Revenue for the month was $709K , which was $153K (17.8%) unfavorable to budget. Cafeteria and Corporate
Health revenues continue to be below budget due to COVID‐19.
Operating Expenses
Total Operating Expenses for the month were $58.3M, which was $2.0M (3.4%) favorable to budget.
Salaries & Wages for the month were $24.6M, which was $1.3M (5%) favorable to budget.
Benefits for the month were $6.0M, which was $1.2M (17.1%) favorable to budget due to a refund received for the quarter
ending June 2020: a 50% federal subsidy which is scheduled to continue through December 2020.
Contract Labor for the month was $512K, which was $4K (0.9%) favorable to budget.
Professional Fees and Purchased Services for the month were $11.0M, which was $61K (0.6%) unfavorable to budget.
Supplies for the month were $8.9M, which was $243K (2.8%) unfavorable to budget.
Depreciation for the month was $3.6M, which was $115K (3.3%) unfavorable to budget.
Other Direct Expenses for the month were $3.7M, which was $97K (2.7%) unfavorable to budget.
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Monthly Management Discussion and Analysis
Summary Results of Operations for the Period Ended September 30, 2020 (cont’d)
Net Non‐Operating Income/Expense
Net Non‐Operating Expense for the month was $554K, which was $559K unfavorable to budget due to the combination of low
investment interest yeilds as well as the gain on the sale of the downtown hospital, now scheduled to close in March 2021, budgeted
to occur in September.
Payor Mix, Net Days in Accounts Receivable (A/R) and Cash Collections
The percentages of Gross Patient Service Revenue from the Medicare, Managed Care Medicare, Managed Care, Medi‐Cal and
Managed Care Medi‐Cal financial classes for the month were consistent with budget. Cash postings were $50.1M. Days in Net A/R
were 59.3, a 2.0 day increase from August.

Revenue Cycle ‐ Key Performance Indicators (KPIs)
Key Performance Indicators (KPI)
Total Net A/R ($)
Net Days in A/R (Days)
DNFB (Days)
Urgent Insurance Verification (DDC) (%)
Elective IP Insurance Verification (Average Secure) (%)
Elective OP Insurance Verification (Average Secure) (%)
Gross Claims Denial Rate (%)

January 2018
Baseline

January 2019
Baseline

$144,938,722 $146,147,387
72.0
73.6
4.6
2.5
90.6%
97.9%
56.1%
98.3%
81.9%
99.0%
22.8%
10.8%

August
2020

September
2020

FY2021 Targets

$110,704,720
57.3
2.0
91.9%
95.2%
97.6%
8.5%

$113,877,194
59.3
2.1
98.7%
96.6%
96.8%
8.8%

$110M ‐ $115M
54.0‐58.0
2.5
98.0%
98.0%
98.0%
8.0% ‐ 10.0%

Please see Appendix A, which contains a glossary of the Key Performance Indicators presented above.
Balance Sheet
Cash, Cash Equivalents and Investments increased in September $1.2M from the previous month. The Days Cash on Hand ratio increased
by 0.6 days from the prior month, to 153.4 days, which includes Medicare Advance Payments. When the Medicare Advance Payments
are excluded, the Days Cash on Hand is 123.5 days.
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Monthly Management Discussion and Analysis ‐ APPENDIX A Glossary of
Terms: Revenue Cycle Key Performance Indicators

Total Net A/R: This is the total amount of accounts receivable which management expects to collect from patients, insurance companies, Medicare and
Medi‐Cal, in future months, for services to patients through the end of the current accounting period. This number is computed by subtracting estimated
contractual adjustments, bad debts and charity write‐offs from gross accounts receivable.
Net Days in A/R (Days): The full name for this performance indicator is “Net Days of Revenue in Net Accounts Receivable.” This statistic is a measure of
the effectiveness of the organization’s collections of revenue. For example, if the organization has average daily net revenues of $2 million and $140
million in Net A/R, then the organization has 70 days of net revenue/potential cash ($140M divided by $2M) tied up in its Accounts Receivable. If the
organization can reduce its Net Days in A/R from 70 days to 50 days it will add $40 million in cash to its balance sheet (70 days less 50 days = 20 days
multiplied by $2M per day = $40 million). A lower number of Net Days in A/R is better for the organization. A number of 46.3 days is considered the industry
standard.
DNFB (Days): The full name for this performance indicator is Discharged Not Final Billed Revenue. Before a hospital bill can be completed and sent to an
insurance company, patient, Medicare or Medi‐Cal certain information must be completed and entered in the system and submitted as components of
the bill. This information includes specific codes for the services performed using the Current Procedural Terminology codes (CPT‐4) as defined by the
American Medical Association or the Healthcare Common Procedure Coding System (HCPCS) as defined by the Medicare Program. Additionally, the
International Classification of Disease codes (ICD‐10) which define a patient’s various illnesses must be included in the billing information. This information
is inserted in the patient billing information by employees certified in these coding methodologies based on information in the patient’s medical record.
Certified coding specialists rely heavily on clinical information supplied by the patient and physicians including History and Physical Reports, Operative
Reports and Discharge Summaries. This performance indicator measures the effectiveness of the billing process. Bills cannot be collected if they are not
submitted and this indicator shows the average time required between the time a patient is discharged and the time the bill is submitted. The lower the
number the better the performance. A number below 3.0 is considered best practice.
Urgent Insurance Verification (DDC) (%): In order to ensure the organization is properly paid for its services it needs to confirm the patient is insured and
whether the patient’s insurance covers the services to be rendered. Additionally, some insurers and HMOs require a pre‐authorization or pre‐certification
before they will authorize payment for the services. This verification must be performed very quickly for certain patients. Failure to verify insurance and
obtain pre‐authorizations, if necessary, significantly reduces the probability of collecting for the services rendered. This performance metric measures the
percentage of time insurance verification is obtained for urgent cases prior to the service being rendered. A higher percentage is better. A percentage in
excess of 98% is considered best practice.
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Monthly Management Discussion and Analysis ‐ APPENDIX A
Glossary of Terms: Revenue Cycle Key Performance Indicators (Cont’d)
Elective IP Insurance Verification (Average Secure) (%): In order to ensure the organization is properly paid for its services it needs to confirm the patient
is insured and whether the patient’s insurance covers the services to be rendered. Additionally, some insurers and HMOs require a pre‐authorization or
pre‐certification before they will authorize payment for the services. For inpatient elective procedures/cases, this verification process is critical for
payment. Failure to verify insurance and obtain pre‐authorizations, if necessary, significantly reduces the probability of collecting for the services rendered.
This performance metric measures the percentage of time insurance verification is obtained for elective inpatient cases prior to the service billing rendered.
A higher percentage is better. A percentage in excess of 95% is considered best practice.
Elective OP Insurance Verification (Average Secure) (%): In order to ensure the organization is properly paid for its services it needs to confirm the patient
is insured and whether the patient’s insurance covers the services to be rendered. Additionally, some insurers and HMOs require a pre‐authorization or
pre‐certification before they will authorize payment for the services. For outpatient elective procedures/cases, this verification process is critical for
payment. Failure to verify insurance and obtain pre‐authorizations, if necessary, significantly reduces the probability of collecting for the services rendered.
This performance metric measures the percentage of time insurance verification is obtained for elective outpatient cases prior to the service being
rendered. A higher percentage is better. A percentage in excess of 95% is considered best practice.
Gross Claims Denial Rate (%): Once claims (bills) are submitted, insurance companies, Medicare and Medi‐Cal may deny those claims. Denials may occur
for several reasons including:






Insurance was not valid for the named patient
The procedure performed was not covered by the patient’s insurance
The provider did not obtain pre‐authorization to perform the procedure
The procedure was not medically necessary
The bill was received outside the contractually agreed upon timetable

This performance indicator measures whether the organization’s processes for insurance verification, obtaining pre‐authorization, medical necessity
verification and timely billing are working effectively. The measurement is computed by dividing the dollar value of the denials for a twelve‐month
period by the total annual billings for that same period. A lower percentage indicates better performance with a percentage below 10% is considered best
practice.
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Executive
Actual
Key Volumes
Adjusted Discharges
Acute Patient Days
Average Daily Census
Surgeries
Inpatient
Outpatient
Deliveries
ER Visits‐Includes Trauma

Prior Year

Actual

Year to Date
Budget
Variance

Prior Year

3,350
8,250
275
932
477
455
267
10,082

3,788
8,495
283
1,050
595
455
345
10,472

(11.6%)
(2.9%)
(2.9%)
(11.2%)
(19.8%)
0.0%
(22.6%)
(3.7%)

3,993
9,474
316
1,109
647
462
345
11,322

10,121
25,869
281
2,804
1,490
1,314
917
29,306

11,186
25,203
274
3,033
1,745
1,288
1,051
31,454

(9.5%)
2.6%
2.6%
(7.6%)
(14.6%)
2.0%
(12.8%)
(6.8%)

12,292
28,963
315
3,478
1,980
1,498
1,051
34,975

4.17
22
1.61
1.79

4.00
21
1.55
1.89

(4.2%)
(4.8%)
3.9%
(5.2%)

3.92
21
1.55
1.89

4.20
21
1.62
1.80
99.2%
154.0

4.01
21
1.56
1.79
100.0%

(4.7%)
0.0%
3.5%
0.7%
(0.8%)

3.88
21
1.56
1.79
100.2%
98.5

1,053,085
499,161
16,335
10.6%
6,268,862

(320,657)
(316,071)
15,010
9.2%
5,528,447

1,373,742
815,232
(8.8%)
1.4%
740,415

1,282,960
808,930
14,700
10.1%
6,370,093

2,668,757
1,433,408
16,566
10.4%
18,769,402

(1,481,478)
(2,505,280)
15,350
8.6%
15,506,632

4,150,235
3,938,688
(7.9%)
1.8%
3,262,770

7,092,047
5,731,058
14,266
11.8%
22,762,032

Key Statistics
Average LOS by Days
Average LOS‐Observation by Hrs
Case Mix‐Excludes Deliveries
Case Mix‐Medicare Only
Labor Productivity by Hrs
Days Cash on Hand
Financial Performance
Operating Income
Net Income
Oper. Expenses/Adj. Dschg
EBIDA Margin‐Excludes Arch
EBIDA‐Excludes Arch

Month to Date
Budget
Variance

8

Note: Financial Performance excludes GO Bonds
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Income Statement: Month‐to‐Date
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Income Statement: Year‐to‐Date
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Current vs. Prior Year‐to‐Date
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Income Statement: Monthly Trend
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Excludes Arch
Assets
Current Assets

Cash and cash equivalents
Investments
Board Designated
Total cash,cash equivalents & investments

Sep‐20

Aug‐20

Jun‐20

8,344,499
216,678,977
55,602,117
280,625,593

20,151,786
203,672,074
55,602,117
279,425,977

19,124,416
224,418,986
55,602,117
299,145,519

Patient Accounts Receivable
Allowance on accounts
Net accounts receivable

334,288,251
(220,411,057)
113,877,193

326,247,213
(215,542,493)
110,704,720

304,524,356
(193,468,717)
111,055,639

Inventories
Prepaid expenses
Est. third party settlements
Other
Total current assets

13,814,826
6,104,467
46,630,047
17,922,991
478,975,117

13,229,776
6,074,610
44,850,568
15,819,981
470,105,632

12,526,770
4,909,171
40,963,042
11,794,089
480,394,231

Non‐Current Assets
Restricted assets
Restricted other
Total restricted assets

63,057,588
351,453
63,409,041

63,154,560
351,230
63,505,790

63,805,564
351,230
64,156,794

Property, plant & equipment
Accumulated depreciation
Construction in process
Net property, plant & equipment

1,595,716,290
(634,233,740)
39,996,748
1,001,479,298

1,594,709,353
(630,640,841)
37,314,680
1,001,383,192

1,594,404,398
(623,433,736)
33,041,831
1,004,012,493

Investment related companies
Prepaid debt insurance costs
Other non‐current assets
Total non‐current assets

6,234,226
6,647,151
‐
1,077,769,717

6,291,053
6,685,652
‐
1,077,865,687

6,308,888
6,762,653
111,400
1,081,352,228

Total assets

1,556,744,834

1,547,971,320

1,561,746,459

52,244,202

52,456,729

52,881,783

1,608,989,036

1,600,428,049

1,614,628,242

Deferred outflow of resources‐loss on
refunding of debt
Total assets and deferred outflow of
resources

15

Liabilities
Current Liabilities

Sep‐20

Aug‐20

Jun‐20

Accounts payable
Accrued payroll
Accrued PTO
Accrued interest payable
Current portion of bonds
Est. third party settlements
Other current liabilities
Total current liabilities

27,782,584
29,663,377
22,680,334
9,293,150
13,295,000
58,090,018
36,848,270
197,652,734

23,755,656
28,272,225
22,435,375
7,442,709
13,295,000
58,090,018
33,553,959
186,844,943

38,330,170
21,113,506
21,516,736
3,915,171
13,295,000
64,753,905
37,029,817
199,954,305

Long Term Liabilities
Other LT liabilities
Bonds & contracts payable
Total long term liabilities

2,226,175
647,508,237
649,734,412

1,287,344
647,677,738
648,965,082

1,200,515
648,016,738
649,217,253

Total liabilities

847,387,146

835,810,025

849,171,558

Deferred inflow of resources‐
unearned revenue
Total liabilities and deferred inflow
of resources

7,768,472

7,888,683

7,695,552

855,155,618

843,698,708

856,867,110

Net Position
Unrestricted
Restricted for other purpose
Board designated
Total net position

753,481,964
351,453
‐
753,833,418

756,378,111
351,230
‐
756,729,341

757,409,902
351,230
‐
757,761,132

1,608,989,036

1,600,428,049

1,614,628,242

Total liabilities, deferred inflow of
resources and net position
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Assets
Current Assets
Cash and cash equivalents
Investments
Board Designated
Total cash,cash equivalents & investments

Sep‐20

Aug‐20

Jun‐20

8,344,499
216,678,977
55,602,117
280,625,593

20,151,786
203,672,074
55,602,117
279,425,977

19,124,416
224,418,986
55,602,117
299,145,519

Patient Accounts Receivable
Allowance on accounts
Net accounts receivable

334,288,251
(220,411,057)
113,877,193

326,247,213
(215,542,493)
110,704,720

304,524,356
(193,468,717)
111,055,639

Inventories
Prepaid expenses
Est. third party settlements
Other
Total current assets

13,814,826
6,104,467
46,630,047
25,291,414
486,343,539

13,229,776
6,074,610
44,850,568
20,349,876
474,635,527

12,526,770
4,909,171
40,963,042
12,037,793
480,637,934

Non‐Current Assets
Restricted assets
Restricted other
Total restricted assets

79,607,070
351,453
79,958,523

79,620,740
351,230
79,971,970

98,870,412
351,230
99,221,642

Property, plant & equipment
Accumulated depreciation
Construction in process
Net property, plant & equipment

1,595,716,290
(634,233,740)
39,996,748
1,001,479,298

1,594,709,353
(630,640,841)
37,314,680
1,001,383,192

1,594,404,398
(623,433,736)
33,041,831
1,004,012,493

Investment related companies
Prepaid debt insurance costs
Other non‐current assets
Total non‐current assets

6,234,226
8,567,749
‐
1,096,239,798

6,291,053
8,620,288
‐
1,096,266,503

6,308,888
8,726,901
111,400
1,118,381,324

Total assets

1,582,583,336

1,570,902,029

1,599,019,258

55,637,688

55,868,075

56,328,850

1,638,221,024

1,626,770,105

1,655,348,108

Deferred outflow of resources‐loss on
refunding of debt
Total assets and deferred outflow of
resources

Liabilities
Current Liabilities
Accounts payable
Accrued payroll
Accrued PTO
Accrued interest payable
Current portion of bonds
Est. third party settlements
Other current liabilities
Total current liabilities

16
Sep‐20

Aug‐20

Jun‐20

27,782,584
29,663,377
22,680,334
14,160,449
20,593,520
58,090,018
36,848,270
209,818,553

23,755,656
28,272,225
22,435,375
13,640,691
20,593,520
58,090,018
33,553,959
200,341,445

38,330,170
21,113,506
21,516,736
14,792,162
19,792,417
64,753,905
37,029,817
217,328,714

Long Term Liabilities
Other LT liabilities
Bonds & contracts payable
Total long term liabilities

2,226,175
1,297,077,432
1,299,303,607

1,287,344
1,293,443,577
1,294,730,921

1,200,515
1,303,023,969
1,304,224,484

Total liabilities

1,509,122,160

1,495,072,366

1,521,553,198

7,768,472

7,888,683

7,695,552

1,516,890,632

1,502,961,049

1,529,248,750

120,978,939
351,453
‐
121,330,393

123,457,825
351,230
‐
123,809,055

125,748,128
351,230
‐
126,099,358

1,638,221,024

1,626,770,105

1,655,348,108

Deferred inflow of resources‐
unearned revenue
Total liabilities and deferred inflow
of resources
Net Position
Unrestricted
Restricted for other purpose
Board designated
Total net position
Total liabilities, deferred inflow of
resources and net position
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Cash Flow Statement
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Sep-20

CASH FLOWS FROM OPERATING ACTIVITIES:
Income (Loss) from operations
Adjustments to reconcile change in net assets to net cash
provided from operating activities:
Depreciation Expense
Provision for bad debts

YTD

1,053,085

2,668,757

3,592,899
7,199,574

10,800,004
23,916,901

Changes in operating assets and liabilities:
Patient accounts receivable
Property Tax and other receivables
Inventories
Prepaid expenses and other current assets
Accounts payable
Accrued compensation
Estimated settlement amounts due third-party payors
Other liabilities
Net cash provided from (used by) operating activities

(10,372,048)
(1,560,463)
(585,050)
57,797
3,974,928
1,627,123
(1,779,479)
3,303,583
6,511,949

(26,738,457)
(2,779,630)
(1,288,056)
(752,342)
(10,599,586)
9,704,482
(12,330,892)
(20,853)
(7,419,672)

CASH FLOWS FROM INVESTING ACTIVITIES:
Net (purchases) sales of investments
Income (Loss) on investments
Investment in affiliates
Net cash provided from (used by) investing activities

(12,993,456)
10,246
(3,204,182)
(16,187,392)

27,003,128
295,888
(5,136,298)
22,162,718

513,074
306,656
819,730

1,067,978
771,856
1,839,834

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Receipt of G.O. Bond Taxes
Receipt of District Taxes
Net cash provided from non-capital financing activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds on asset sale
Acquisition of property plant and equipment
G.O. Bond Interest paid
Revenue Bond Interest paid
Payments of Long Term Debt
Net cash used in capital and related financing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - Beginning of period
CASH AND CASH EQUIVALENTS - End of period

31,525
(2,533,143)
0
(443,879)
(6,077)
(2,951,574)

31,525
(6,719,791)
(9,310,458)
(1,510,882)
(9,853,191)
(27,362,796)

(11,807,287)

(10,779,917)

20,151,786

19,124,416

8,344,499

8,344,499
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Investment Fund - Quarter Ended September 30, 2020 Yield Analysis

% of Portfolio
at 9/30/2020

Maturity
Date

Yield

Benchmark

Fidelity-Institutional Portfolio
Treasury Fund

26.26%

Demand

0.08%

0.20%

(1)

State Treasurer
Local Agency Investment Fund

27.32%

Demand

0.69%

0.20%

(1), (2)

Morgan Stanley

28.09%

Various

0.11%

0.61%
8.93%

Chandler Asset Management

18.33%

Various

0.00%

0.61%
8.93%

Investment Account:

Total:

100.00%

Actual to Benchmark
Variance

Total
Yield

(0.12%)

0.02%

0.49%

0.19%

(3)
(4)

(0.50%)
(8.82%)

0.03%

(3)
(4)

(0.61%)
(8.93%)

0.00%

TOTAL YIELD:

0.24%

PRIOR QUARTER:

0.71%

PRIOR YEAR:

1.77%

(1) Approximate average of 90 day T-Bills
(2) LAIF annual average return based upon monthly yields
(3) BC Intermediate Government Credits
(4) S&P 500
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CONDENSED COMBINING STATEMENT OF NET POSITION
SEPTEMBER 30, 2020

PH

Arch

PAM

PAM-SD

PAC

Elim inations

Total

ASSETS
Current assets
Capital assets - net
Non-current assets

503,403,997
1,001,479,298
77,700,041

8,171,484
2,870,667
1,223,414

392,017
-

1,894,849
-

75,272
-

(8,802,879)
(4,658,451)

505,134,740
1,004,349,965
74,265,004

Total assets

1,582,583,336

12,265,565

392,017

1,894,849

75,272

(13,461,330)

1,583,749,709

Deferred outflow of resources

55,637,688

-

-

-

-

-

55,637,688

TOTAL ASSETS AND DEFERRED OUTFLOW
OF RESOURCES

1,638,221,024

12,265,566

392,017

156,880,797
1,352,241,362

13,031,717
3,660,450

2,362,211
-

1,509,122,159

16,692,167

2,362,211

1,894,849

75,272

(13,461,330)

1,639,387,397

-

1,752,829
-

(9,206,429)
-

164,821,125
1,355,901,812

-

1,752,829

(9,206,429)

1,520,722,937

LIABILITIES AND NET POSITION
Current liabilities
Long-term liabilities
Total liabilities
Deferred inflow of resources - deferred revenue
Total liabilities and deferred inflow of resources
Invested in capital assets - net of related debt
Restricted
Unrestricted
Total net position

7,768,472
1,516,890,631

-

-

16,692,167

2,362,211

(166,606,700)
12,806,583
275,130,510

2,838,060
(7,264,661)

(1,970,194)

121,330,393

(4,426,601)

(1,970,194)

-

-

-

7,768,472

1,752,829

(9,206,429)

1,528,491,409

1,894,849

(1,677,557)

(4,254,901)

(163,768,640)
12,806,583
261,858,046

1,894,849

(1,677,557)

(4,254,901)

110,895,989

(13,461,330)

1,639,387,397

TOTAL LIABILITIES, DEFERRED INFLOW OF
RESOURCES, AND NET POSITION
Note: Financial Performance includes GO Bonds

1,638,221,024

12,265,566

392,017

1,894,849

75,272
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CONDENSED COMBINING STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020

PH
OPERATING REVENUE:
Net patient service revenue
Shared risk revenue
Other revenue
PH Program revenue
Total operating revenue
OPERATING EXPENSES
DEPRECIATION AND AMORTIZATION
Total operating expenses
INCOME (LOSS) FROM OPERATIONS
NON-OPERATING INCOME (EXPENSE):
Investment income
Interest expense
Property tax revenue
Other - net
Total non-operating expense - net
CHANGE IN NET POSITION
Interfund - Arch Health Partners

160,218,459
18,786,233
2,128,871
-

Arch

7,706,626
3,803,349
(614,245)
481,048

PAM

PAM-SD

PAC

Elimination

Total

-

-

-

(22,338)
(481,048)

167,925,085
22,589,582
1,492,288
-

-

(503,386)

192,006,955

181,133,563

11,376,778

-

-

167,664,802
10,800,004

17,231,191
302,446

64,404
-

-

135,267
-

(503,386)
-

184,592,278
11,102,450

178,464,806

17,533,637

64,404

-

135,267

(503,386)

195,694,728

(6,156,859)

(64,404)

-

(135,267)

2,668,757

-

(3,687,773)

295,886
(15,141,143)
12,313,825
409,197

75
(12,708)
(706)

29,723

-

-

-

295,961
(15,153,851)
12,313,825
438,214

(2,122,235)

(13,339)

29,723

-

-

-

(2,105,851)

(6,170,198)

(34,681)

-

-

(5,793,624)

5,124,142

-

-

-

(222,137)

546,522
(5,346,279)

(135,267)

NET POSITION - Beginning of year

126,130,150

(3,380,545)

(1,935,513)

1,894,849

(1,542,290)

(4,254,901)

116,911,751

NET POSITION - Year to date

121,330,393

(4,426,601)

(1,970,194)

1,894,849

(1,677,557)

(4,254,901)

110,895,989

EBIDA
EBIDA Margin

20,462,677

10.7%

Note: Financial Performance includes GO Bonds
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