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PROPOSED AGREEMENT WITH CANTU MANAGEMENT GROUP, INC., FOR PROFESSIONAL 
SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $1,880,000; FY 2014-15 $198,800; Kern Medical Center Enterprise Fund; 
Not Budgeted; Discretionary 

This is to request approval of the proposed agreement with Cantu Management Group., Inc., to provide professional 
services at Kem Medical Center. 

On January 13, 2015, your Board appointed Andrew Cantu as the Chief Financial Officer (CFO) for Kem Medical 
Center, effective February 9, 2015. Mr. Cantu will provide CFO services, as well as financial management services, 
through a management corporation; Cantu Management Group, Inc. Mr. Cantu has extensive fiscal experience which 
includes over twenty years in the healthcare industry. 

The term of the agreement is from February 9, 2015 to February 8, 2019, with extension provisions for three two-year 
tenns, upon mutual agreement of the parties through a fonnal amendment to this agreement. The County will provide a 
monthly management fee of $34,750, a one-time start up expense fee of $20,000 and quarterly performance fees of 
$12,000 upon successful completion of performance measures set forth in Exhibit C of the agreement. The annual 
maximum payable under the agreement will not exceed $485,000 for year one and $1,395,000 for years two through 
four, with the total payment not to exceed $1,880,000 over the four-year initial term of the agreement. Currently, KMC 
contracts with HF'S Consultants for interim CFO services at an annual cost of $560,000. The previous CFO was 
compensated at an annual cost of $486,000. 

The proposed agreement provides for the reevaluation of performance success so that an adjustment to the 
management fee may be made annually on mutual agreement. Additionally, the perfonnance fee may also be adjusted 
annually. The County and Mr. Cantu will develop mutually agreed upon performance measures on or before 
January 15, . each contract year. New performance measures and any financial adjustments will be documented by 

amendments to the agreement. 

County Counsel has approved the attached agreement as to form. 

Therefore, IT IS RECOMMENDED that your Board approve and authorize the Chairman to sign the proposed 
agreement with Cantu Management Group, Inc., for professional services at Kern Medical Center, from February 9, 
2015 through February 8, 2019, in an amount not to exceed $1,880,000. 

JNIEMIBUDl'IS Cantu Mgl Jue. 

Attachments 

cc;. Andrew Cantu, Cantu Management, Inc. 
Kem Medical Center 
Auditor-Controller-County Clerk 

County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu Management Group 

Necessity for Board's approval (check all 
boxes· that apply: 
· · �~� Establish a new agreement 

D Amendment to existing 'agreement 
Agreement number: · 

Brief explanation: 

Dept Name: Count Administrative Office 
Contact: John Nil on 
Phone: 661-868-3152 

Amendment No.: 
Date Agreement Began: 

D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence . 
D Purchasing Agent has not given concurrence-explain in body.of Board letter 

D Retroactive agreement Date of Prior Notification: ______ _ 
Date retroactive to: 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: 

%¡�o�t�h�e�r �:� . --------------------------

Type of Agreement: 
�~� Personal/Professional Services 
D Construction Project 
D Equipment / Software 
D Training 
D Grant 

Brief description of services being contracted: 

D State 
D Lease 
D Joint Powers 
D Memorandum of Understanding 
D Other ---~------------

Chief Financial Officer and Financial Services for Kem Medical Center 

Fiscal Impact: $ $198,800 ; Source of Funds: KMC Enterprise Fund 
D Budgeted ----,,tgj=""-N-o-t B-ud_g_e-te_d_____ rg) Discretionary D Mandated . 

Term of Agreement From: . February 9, 2015 
Provision for Extensions: 

To: February 8, 2019 

rg] Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 
%¡ �N�o� 

Basis of compensation/cost: 
0 Lowbid 
D RFP - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
�~� Other: Negotiated ----------

I verify that all information above is accurate to the best of my knowledge. 

Department Head Date 



AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern - Cantu Management Group, Inc.) 

This Agreement is made and entered into this __ day of _____ , 2015, between 
the County of Kern, a political subdivision of the state of California ("County"), which owns and 
operates Kern Medical Center ("KMC" or "Department"), and Cantu Management Group, Inc., a 
California corporation ("Contractor"), with its principal place of business located at 11907 Privet 
Place, Bakersfield, California 93311. 

I. 
RECITALS 

(a) County is authorized, pursuant to Government Code sections 31000 and 53060, to 
contract for special services with individuals specially trained, experienced, expert and 
competent to perform those services; and 

(b) County owns and operates KMC, a general acute care hospital located at 1700 
Mount Vernon Avenue, Bakersfield, California 93306; and 

( c) Contractor employs individuals who provide healthcare consulting and financial 
management services; and 

( d) County requires the assistance of Contractor to supervise and manage the day-to-
day financial operations ofKMC, as such services are unavailable from County resources; and 

( e) Contractor represents that it is d1;tly qualified by virtue of training and experience 
to provide healthcare consulting and financial management services including supervision and 
management of the day-to-day financial operations of KMC; and 

(t) County has reached a determination that the goals of improved quality of services 
can only be achieved by contracting with a single entity for the provision of financial 
management services, and has determined that County should retain Contractor to be the 
exclusive provider of financial management services for KMC, and Contractor desires to provide 
such services on the terms and conditions set forth in this Agreement; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree as follows: 

II. 
TERMS AND CONDITIONS 

1. Term. The initial term (the "Initial Term") of this Agreement shall commence February 
9, 2015 (the "Commencement Date"), and shall end February 8, 2019, unless earlier terminated 
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pursuant to other provisions of this Agreement as herein stated. County reserves the right to 
extend the term of this Agreement for three (3) additional two (2) year terms, provided that 
County notifies Contractor in writing of its intention to renew at least 120 days prior to the 
expiration of the then current term. Any renewal shall be in writing and signed by both parties 
through a formal amendment to this Agreement. 

2. Appointment of Chief Financial Officer. County hereby appoints Andrew Cantu 
("Cantu") as Chief Financial Officer ofKMC and grants to Cantu the authority and 
responsibility, as specifically set forth in this Agreement, to supervise and manage the day-to-day 
financial operations ofKMC, to the extent permitted by applicable law, effective with the 
Commencement Date. Neither County nor KMC will cause or permit any other persons or 
entities to provide any such services, except as expressly permitted by this Agreement or other 
written agreement between County and Contractor. Contractor acknowledges and understands 
that it is accepting benefits under this exclusive management arrangement and that therefore if, 
for any reason, this Agreement is terminated or expires and is not renewed by the parties, the 
benefits of this exclusive management arrangement may be conveyed by County and KMC to 
another contracting party. 

3. Obligations of Contractor. 

3 .1 Specified Services. Contractor through Cantu shall perform the services set forth 
in Exhibit "A," attached hereto and incorporated herein by this reference. Such services may be 
changed from time to time by agreement of the parties in accordance with the provisions of this 
Agreement. 

3.2 Representations. Contractor makes the following representations which are 
agreed to be material to and form a part of the inducement for this Agreement: (i) Contractor has 
the expertise and support staff necessary to provide the services described in this Agreement; and 
(ii) effective with the Commencement Date, Contractor does not have any actual or potential 
interests adverse to County nor does Contractor represent a person or firm with an interest 
adverse to County with reference to the subject of this Agreement; and (iii) Contractor shall 
diligently provide all required services in a timely and professional manner in accordance with 
the terms and conditions set forth in this Agreement. 

3 .3 Standard of Care. County has relied upon the professional ability and training of 
Contractor as a material inducement to enter into this Agreement. Contractor hereby agrees that 
all of its work will be performed and that its operations shall be conducted in accordance with 
generally accepted and applicable professional practices and standards as well as the 
requirements of applicable federal, state and local laws, it being understood that acceptance of 
Contractor's work by County shall not operate as a waiver or release. 

3.4 Performance Standard. Contractor shall perform all work hereunder in a manner 
consistent with the level of competency and standard of care normally observed by a person 
practicing in Contractor's profession. If County determines that any of Contractor's work is not 
in accordance with such level of competency and standard of care, County, in its sole discretion, 
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shall have the right to do any or all of the following: (a) require Contractor to meet with County 
to review the quality of the work and resolve matters of concern; (b) require Contractor to repeat 
the work at no additional charge until it is satisfactory; ( c) terminate this Agreement pursuant to 
the provisions of section 3 8; or ( d) pursue any and all other remedies at law or in equity. 

3.5 Contractor Staff. Contractor shall engage or employ such qualified personnel as 
are necessary for the proper and efficient financial management of KMC, including without 
limitation, Cantu. All personnel provided by Contractor shall be compensated by Contractor and 
shall be employees or independent contractors of Contractor. Contractor shall be responsible for 
compensating all such engaged or employed persons, including, as applicable, payroll taxes, 
benefits, and workers' compensation insurance. Contractor shall be responsible for supervision 
of activities performed by all employees and independent contractors. 

3.6 Compliance with Standards. All services performed by Contractor shall be 
performed in accordance with applicable state and federal laws and regulations, accreditation 
standards, and County and KMC policies and procedures. 

3.7 Cooperation with County. Contractor shall cooperate with County and County staff 
in the performance of all work hereunder. 

3.8 Assigned Personnel. 

3.8.1 Contractor shall assign only competent personnel to perform work 
hereunder. In the event that at any time County, in its sole discretion, desires the removal 
of any person or persons assigned by Contractor to perform work hereunder, Contractor 
shall remove such person or persons immediately upon receiving written notice from 
County. 

3.8.2 Any and all persons identified in this Agreement or any exhibit hereto as 
the Chief Financial Officer or other professional performing work hereunder are deemed 
by County to be key personnel whose services were a material inducement to County to 
enter into this Agreement, and without whose services County would not have entered 
into this Agreement. Contractor shall not remove, replace, substitute, or otherwise 
change any key personnel without the prior written approval of County. 

3.8.3 In the event that any of Contractor's personnel assigned to perform services 
under this Agreement becomes unavailable due to resignation, sickness or other factors 
outside of Contractor's control, Contractor shall be responsible for timely provision of 

· adequately qualified replacements. 

3.9 Taxes. Contractor agrees to file federal and state tax returns and pay all 
applicable taxes on amounts paid pursuant to this Agreement and shall be solely liable and 
responsible to pay such taxes and other obligations, including, but not limited to, state and 
federal income and FICA taxes. Contractor agrees to indemnify and hold County harmless from 
any liability which it may incur to the United States or to the state of California as a consequence 
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of Contractor's failure to pay, when due, all such taxes and obligations. In case County is 
audited for compliance regarding any withholding or other applicable taxes, Contractor agrees to 
furnish County with proof of payment of taxes on these earnings. 

3 .10 Devotion to KMC Business. Cantu shall devote productive time, ability and 
attention to the business ofKMC during the Term of this Agreement. Cantu shall not engage in 
any other business duties or pursuits or render any services of a business, commercial or 
professional nature for payment without the prior consent of the Board of Supervisors. However, 
the expenditure of reasonable amounts of time for educational, charitable or professional 
activities shall not be deemed a breach of this Agreement. This Agreement shall not be 
interpreted to prohibit Cantu from making personal investments or conducting private business 
affairs as long as Cantu complies with all conflict of interest laws applicable to public officials. 

3 .11 Authorized Absences. Notwithstanding any provision in this Agreement to the 
contrary, Cantu shall be permitted to be absent from KMC during normal business hours for 
vacation or sick leave, or to attend professional meetings and such outside professional duties in 
the healthcare field as may be mutually agreed upon between Cantu and the County 
Administrative Officer. Cantu shall notify the County Administrative Officer, or designee, in 
advance of taking any vacation leave or other planned absence that exceeds three (3) business 
days. 

4. Obligations of County. 

4.1 County Designee. County will designate a primary contact, who will arrange for 
County and KMC staff assistance as may be required. 

4.2 Space. County shall furnish for the use of Contractor such space and facilities at 
KMC as may be deemed necessary by County for the proper operation and conduct of the 
Department. County will, in its sole discretion, determine the amount and type of space and 
facilities to be provided herein. Contractor shall use the space and equipment solely for the 
performance of the services required under this Agreement. Contractor shall not use such space 
or equipment for other business or personal use. 

4.3 Use Limitations on Space. The use of any part of the space occupied by the 
Department for other business or personal use is prohibited. Contractor shall use the items 
furnished under this Agreement only for the performance of services required by this Agreement. 
This Agreement shall not be construed to be a lease to Contractor of any portion of the premises, 
and insofar as Contractor may use a portion of said premises, Contractor does so as a licensee 
only, and County and KMC shall, at all times, have full and free access to the same. 

4.4 Equipment. County shall furnish for the use of Contractor such equipment as is 
deemed necessary by County for the proper operation and conduct of the Department consistent 
with community standards. County shall keep and maintain this equipment in good order and 
repair and replace such equipment, as is reasonably necessary and subject to the usual purchasing 
practices of County and KMC and budget constraints. 
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4.5 Services and Supplies. County shall provide or arrange for the provision of 
janitorial services, housekeeping services, utilities, together with such other hospital services, 
including medical records, administrative and engineering services, and expendable supplies as 
County deems necessary for the proper operation and conduct of the Department. 

4.6 Control Retained in KMC. In compliance with title 22, California Code of 
Regulations, section 70713 KMC will retain professional and administrative responsibility for 
services rendered under this Agreement. Contractor shall apprise County and KMC of 
recommendations, plans for implementation and continuing assessment through dated and signed 
reports which shall be retained by County and KMC for follow-up action and evaluation of 
performance. 

5. Payment for Services. 

5 .1 Management Fee. County shall pay Contractor a monthly management fee in the 
amount of $34,750 (the "Management Fee") as follows: Contractor shall be entitled to receive 
two (2) payments per month, each payment being equal to $17,375, payable on or before the 10th 
day and the 25th day of each month during the term of this Agreement. The fiscal provisions of 
the Management Fee are set forth in Exhibit "B," attached hereto and incorporated herein by this 
reference. 

5 .2 Invoices; Direct Deposit Account. Invoices for payment shall be submitted in a 
form approved by County. Invoices shall be sent to the County Administrative Office for review 
and processing on or before the 1st day and 10th day of each month. The County Administrative 
Office shall submit each claim for payment to the County Auditor-Controller for review and 
processing. Contractor shall establish and maintain a direct deposit account with the Auditor­
Controller. The Auditor-Controller shall direct deposit the amount of each approved claim for 
payment on or before the 10th day and 25th day of each month. The Management Fee may be 
adjusted annually on the mutual agreement of the parties. If the parties are unable to reach an 
agreement concerning the Management Fee before the applicable anniversary date, the 
Management Fee currently in effect will remain in effect until an agreement is reached, subject to 
possible retroactive adjustment as may be mutually agreed. Any adjustment in the Management 
Fee shall be in writing and signed by both parties through a formal amendment to this 
Agreement. 

5.3 Performance Fee. In addition to the Management Fee payable under paragraph 
5 .1, Contractor shall be eligible to receive from County an annual performance fee in the amount 
of $48,000 (the "Performance Fee"). Contractor shall be entitled to receive one (1) payment per 
quarter not to exceed $12,000, upon successful completion of the performance measures set forth 
in Exhibit "C," attached hereto and incorporated herein by this reference. Payment shall be made 
within 60 days of the end of each quarter. The Performance Fee may be adjusted annually on the 
mutual agreement of the parties. If the parties are unable to reach an agreement concerning the 
Performance Fee before the applicable anniversary date, the Performance Fee currently in effect 
will remain in effect until an agreement is reached, subject to possible retroactive adjustment as 
may be mutually agreed. Any adjustment in the Performance Fee shall be in writing and signed 
by both parties through a f01mal amendment to this Agreement. 
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5.4 Performance Measures. The Board of Supervisors and Cantu shall develop 
mutually agreed upon specific performance measures on or before January 15 each contract year, 
which shall be incorporated herein by a written amendment to this Agreement. 

5.5 Startup Expenses. 

5.5.1 One-time Payment. Contractor shall receive a one-time payment in the 
amount of $20,000, payable within 10 business days of the Commencement Date, to 
cover the cost of startup expenses. 

5.5.2 Repayment. In the event that Contractor voluntarily terminates this 
Agreement for any reason whatsoever before the first anniversary of this Agreement, 
Contractor will repay to County an amount equal to $20,000 multiplied by the fraction, 
the numerator of which is 365 less the number of days during which Contractor was 
appointed by County to serve as Chief Financial Officer, and the denominator of which is 
365. Such repayment shall be made by Contractor in full within 30 days of the effective 
date of termination of this Agreement. 

5.5.3 Offset. Contractor hereby authorizes County to offset against and reduce 
any amounts otherwise due to Contractor for any amounts in respect of the obligation to 
repay the startup expenses. 

5.6 Taxpayer Identification. To ensure compensation is reported as paid to the proper 
party, Contractor shall complete and execute IRS Form W-9 (Exhibit "D," attached hereto and 
incorporated herein by this reference), which identifies the taxpayer identification number for 
Contractor. 

5.7 Maximum Payable. The maximum payable under this Agreement shall not 
exceed $485,000 for year one and $1,395,000 for years two through four, with total payment not 
to exceed $1,880,000 over the four-year Initial Term of this Agreement. 

6. Access to Books and Records. Until the expiration of four (4) years after the expiration 
or termination ofthis Agreement, KMC and Contractor shall make available, upon written 
request of the Secretary of the United States Secretary of Health and Human Services 
("Secretary'') or the Comptroller General of the United States General Accounting Office 
("Comptroller General"), or any of their duly authorized representatives, a copy of this 
Agreement and such books, documents and records of either party as are necessary to certify the 
nature and extent of costs of the services Contractor provided under this Agreement. Contractor 
further agrees that if it carries out any of its duties under this Agreement through a subcontract 
with a value or cost of $10,000 or more over a 12-month period with a related organization, that 
such subcontract shall contain a clause to the effect that until the expiration of four ( 4) years after 
the furnishing of such services pursuant to such subcontract, the related organization shall make 
available, upon written request of the Secretary or the Comptroller General, or any of their duly 
authorized representatives, the subcontract, and books, documents and records of such 
organization that are necessary to verify the nature and extent of such costs. 
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7. Anti-referral Laws. Contractor acknowledges and understands that it is subject to 
certain federal and state laws governing the referral of patients, which are in effect during the 
term of this Agreement. The parties expressly agree that nothing contained in this Agreement 
will require either the referral of any patients to, or order of any goods or services from 
Contractor or KMC. Notwithstanding any unanticipated effect of any provision of this 
Agreement, neither party will knowingly or intentionally conduct itself in such a manner as to 
violate the prohibition against fraud and abuse in connection with the Medicare and Medicaid 
programs (42 U.S.C. § 1320a-7b). 

8. Assignment. Contractor shall not assign, delegate, sublet, or transfer any interest in or 
duty under this Agreement. Contractor shall not assign any money due or which becomes due to 
Contractor under this Agreement without the prior written approval of County. 

9. Audits, Inspection and Retention of Records. Contractor agrees to maintain and make 
available to County accurate books and records relative to all its activities under this Agreement. 
Contractor shall permit County to audit, examine and make excerpts and transcripts from such 
records, and to conduct audits or reviews of all invoices, materials, records or personnel or other 
data related to all other matters covered by this Agreement. Contractor shall maintain such data 
and records in an accessible location and condition for a period of not less than four (4) years 
from the date of final payment under this Agreement, or until after the conclusion of any audit, 
whichever occurs last. The state of California or any federal agency having an interest in the 
subject of this Agreement shall have the same rights conferred upon County herein. 

10. Authority to Bind County. It is understood that Contractor, in its performance of any 
and all duties under this Agreement, has no authority to bind County to any agreements or 
undertakings. 

11. Captions. The captions in this Agreement are solely for convenience of reference. They 
are not a part ofthis Agreement and shall have no effect on its construction or interpretation. 

12. Change in Law. In the event that a change in state or federal law or regulatory 
requirement ( or the application thereof), any of which renders this Agreement illegal, impossible 
to perform, or commercially impracticable, the parties agree to negotiate immediately, in good 
faith, any necessary or appropriate amendments(s) to the terms of this Agreement. If the parties 
fail to reach a mutually agreeable amendment within 30 days of such negotiation period, this 
Agreement shall automatically terminate at the end of such 30-day period. 

13. Choice of LawNenue. The parties hereto agree that the provisions of this Agreement 
will be construed pursuant to the laws of the state of California. It is expressly acknowledged 
that this Agreement has been entered into and will be performed within the County of Kem. 
Should any suit or action be commenced to enforce or interpret the terms of this Agreement or 
any claim arising under it, it is expressly agreed that proper venue shall be in County of Kem, 
state of California. 
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14. Compliance with Law. Contractor shall observe and comply with all applicable County, 
state and federal laws, ordinances, rules and regulations now in effect or hereafter enacted, each 
of which is hereby made a part hereof and incorporated herein by reference. 

15. Compliance Program. Contractor acknowledges that KMC has implemented a 
compliance program for the purpose of ensuring adherence to applicable federal and state laws, 
regulations and other standards. Contractor agrees that in the course of performance of its duties 
described herein that it shall act, and cause its employees to act, in conformance with the policies 
set forth therein. KMC shall make available such information relating to its compliance program 
as is appropriate to assist Contractor in adhering to the policies set forth in the compliance 
program. Contractor and its employees shall participate in compliance training and education as 
reasonably requested by KMC. 

16. Confidentiality. 

16.1 Use and Disclosure Restrictions. Neither party shall, without the written consent 
of the other, communicate confidential information of the other, designated in writing or 
identified in this Agreement as such, to any third party and shall protect such information from 
inadvertent disclosure to any third party in the same manner that the receiving party would 
protect its own confidential information. The foregoing obligations will not restrict either party 
from disclosing confidential information of the other party: (i) pursuant to applicable law; (ii) 
pursuant to the order or requirement of a court, administrative agency, or other governmental 
body, on condition that the party required to make such a disclosure gives reasonable written 
notice to the other party to contest such order or requirement; and (iii) on a confidential basis to 
its legal or financial advisors. 

16.2 Trade Secrets. The parties acknowledges that each party, in connection with its 
business, has developed certain operating manuals, symbols, trademarks, trade names, service 
marks, designs, patient lists, procedures, processes, and other copyrighted, patented, 
trademarked, or legally protectable information which is confidential and proprietary to the party 
that constitute its trade secrets. The parties shall not use any name, symbol, mark, or other 
proprietary information of the other party except as expressly permitted. 

16.3 Protected Health Information. Contractor and County recognize that in 
performing services, Contractor may receive, create or otherwise have access to protected health 
information ("PH1") and thereby become a business associat~ of County or KMC (as defined by 
the privacy, security, breach notification, and enforcement rules at 45 C.F.R. Part 160 and Part 
164). Accordingly, the parties shall protect PHI in accordance with the HIPAA Business 
Associate Addendum, attached as Exhibit "E" and incorporated herein by this reference. In the 
event of a conflict between Exhibit "E" and any other confidentiality provision of this 
Agreement, Exhibit "E" shall control. 

16.4 Ownership of Records. All documents, papers, notes, memoranda, computer files 
and other written or electronic records of any kind ("Documents"), in whatever form or format, 
assembled, prepared or utilized by Contractor or Contractor's assigned personnel during and in 
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connection with this Agreement shall remain the property of County at all times. Upon the 
expiration or termination of this Agreement, Contractor shall promptly deliver to County all such 
Documents, which have not already been provided to County in such form or format as County 
deems appropriate. Such Documents shall be and will remain the property of County without 
restriction or limitation. Contractor may retain copies of the above described Documents but 
agrees not to disclose or discuss any information gathered, discovered, or generated in any way 
through this Agreement without the express written permission of County. 

17. Conflict of Interest. Effective with the Commencement Date, Contractor covenants that 
it has no interest and that it will not acquire any interest, direct or indirect, that represents a 
financial conflict of interest under state law or that would otherwise conflict in any manner or 
degree with the performance of its services hereunder. Contractor further covenants that in the 
performance of this Agreement no person having any such interests shall be employed. It is 
· understood and agreed that if such a financial interest does exist at the inception of this 
Agreement, County may immediately terminate this Agreement by giving written notice thereof. 
In addition, Contractor shall complete and file and shall require any other person doing work 
under this Agreement to complete and file a "Statement of Economic Interest" with County 
disclosing Contractor's or such other person's financial interests. 

18. Consent. Wherever in this Agreement the consent or approval of one party is required to 
an act of the other party, such consent or approval shall not be unreasonably withheld or delayed. 

19. Construction. To the fullest extent allowed by law, the provisions of this Agreement 
shall be construed and given effect in a manner that avoids any violation of statute, ordinance, 
regulation, or law. The parties covenant and agree that in the event that any provision of this 
Agreement is held by a court of competent jurisdiction to be invalid, void, or unenforceable, the 
remainder of the provisions hereof shall remain in full force and effect and shall in no way be 
affected, impaired, or invalidated thereby. Contractor and County acknowledge that they have 
each contributed to the making of this Agreement and that, in the event of a dispute over the 
interpretation of this Agreement the language of the Agreement will not be construed against one 
party in favor of the other. Contractor and County acknowledge that they have each had an 
adequate opportunity to consult with counsel in the negotiation and preparation of this 
Agreement. 

20. Counterparts. This Agreement may be executed simultaneously in any number of 
counterparts, each of which shall be deemed an original but all of which together shall constitute 
one and the same instrument. 

21. Dispute Resolution. In the event of any dispute involving the enforcement or 
interpretation of this Agreement or any of the rights or obligations arising hereunder, the parties 
shall first attempt to resolve their differences by mediation before a mediator of their mutual 
selection. If the parties are, after mutual good faith efforts, unable to resolve their differences by 
mediation, the·dispute shall be submitted for trial before a privately compensated temporary 
judge appointed by the Kern County Superior Court pursuant to Article VI, section 21 of the 
California Constitution and Rules 3.810 through 3.830 of the California Rules of Court. All 
costs of any dispute resolution procedure shall be borne equally by the parties. 
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22. Disqualified Persons. The parties mutually represent and warrant to one another that 
they and their respective representatives are not: (i) currently excluded, debarred, or otherwise 
ineligible to participate in the federal health care programs as defined in 42 U.S.C. section 
1320a-7b-(t) (the "Federal health care programs") and/or present on the exclusion database of the 
Office of the Inspector General ("OIG") or the Government Services Administration ("GSA"); 
(ii) convicted of a criminal offense related to the provision of health care items or services but 
have not yet been excluded, debarred, or otherwise declared ineligible to participate in the 
Federal health care programs; or (iii) debarred, suspended, excluded or disqualified by any 
federal governmental agency or department or otherwise declared ineligible from receiving 
federal contracts or federally approved subcontracts or from receiving federal financial and 
nonfinancial assistance and benefits. This shall be an ongoing representation and warranty 
during the term of this Agreement and a party shall immediately notify the other party of any 
change in the status of any of the representations and/ or warranties set forth in this section. Any 
breach of this section shall give the non-breaching party the right to terminate this Agreement 
immediately. 

23. Enforcement of Remedies. No right or remedy herein conferred on or re_served to 
County is exclusive of any other right or remedy herein or by law or equity provided or 
permitted, but each shall be cumulative of every other right or remedy given hereunder or now or 
hereafter existing by law or in equity or by statute or otherwise, and may be enforced 
concurrently or from time to time. 

24. Immigration Compliance. Contractor shall comply with all provisions of immigration 
law with respect to hiring, recruiting or referring for employment persons whose authorization 
for employment in the United States has been verified, and shall provide KMC with a copy of 
such verification required in 8 U.S.C. section 1324a. Without limiting the generality of the 
indemnification in section 25, Contractor agrees to indemnify, defend, and hold harmless County, 
its agents, officers, and employees, from any liability, damages, or causes of action arising out of 
Contractor's failure to comply with this section 24. 

25. Indemnification and Hold Harmless. 

25.1 Indemnification by Contractor. Contractor shall defend, indemnify and hold 
County, its board members, elected and appointed officials, officers, employees, volunteers, 
agents, and authorized representatives harmless from and against any and all liability, loss, 
expense (including reasonable attorneys' fees), or claims for injury or damages arising out of the 
performance of this Agreement but only in proportion to and to the extent such liability, loss, 
expense, attorneys' fees, or claims for injury or damages are caused by or result from the 
negligent or intentional acts or omissions of Contractor, its officers, employees, or agents. 

25.2 Indemnification by County. County shall defend, indemnify and hold Contractor, 
its officers, employees, agents, and authorized representatives harmless from and against any and 
all liability, loss, expense (including reasonable attorneys' fees), or claims for injury or damages 
arising out of the performance of this Agreement but only in proportion to and to the extent such 
liability, loss, expense, attorneys' fees, or claims for injury or damages are caused by or result 
from the negligent or intentional acts or omissions of County, its officers, employees, or agents. 



26. Independent Contractor. In the performance of the services under this Agreement, 
Contractor shall be, and acknowledges that Contractor is in fact and law, an independent 
contractor and not an agent or employee of County. Contractor has and retains the right to 
exercise full supervision and control over the manner and methods of providing services to 
County under this Agreement, and those services shall include functioning as the Chief Financial 
Officer ofKMC. Contractor retains full supervision and control over the employment, direction, 
compensation and discharge of all persons assisting Contractor in the provision of services under 
this Agreement. With respect to Contractor's employees, if any, Contractor shall be solely 
responsible for payment of wages, benefits and other compensation, compliance with all 
occupational safety, welfare and civil rights laws, tax withholding and payment of employment 
taxes whether federal, state or local, and compliance with any and all other laws regulating 
employment. 

27. Insurance. Contractor, in order to protect County and its board members, officials, 
agents, officers, and employees against all claims and liability for death, injury, loss and damage 
as a result of Contractor's actions in connection with the performance of Contractor's 
obligations, as required in this Agreement, shall secure and maintain insurance as described 
below. Contractor shall not perform any work under this Agreement until Contractor has 
obtained all insurance required under this section and the required certificates of insurance and 
all required endorsements have been filed with County's authorized insurance representative, 
Insurance Tracking Services, Inc. ("ITS"). Receipt of evidence of insurance that does not comply 
with all applicable insurance requirements shall not constitute a waiver of the insurance 
requirements set forth herein. The required documents must be signed by the authorized 
representative of the insurance company shown on the certificate. Upon request, Contractor shall 
supply proof that such person is an authorized representative thereof, and is authorized to bind 
the named underwriter( s) and their company to the coverage, limits and termination provisions 
shown thereon. Contractor shall promptly deliver to ITS a certificate of insurance, and all 
required endorsements, with respect to each renewal policy, as necessary to demonstrate the 
maintenance of the required insurance coverage for the term specified herein. Such certificates 
and endorsements shall be delivered to ITS prior to the expiration date of any policy and bear a 
notation evidencing payment of the premium thereof if so requested. Contractor shall 
immediately pay any deductibles and self-insured retentions under all required insurance policies 
upon the submission of any claim by Contractor or County as an additional insured. 

a. Workers' Compensation and Employers Liability Insurance Requirement: In the 
event Contractor has employees who may perform any services pursuant to this Agreement, 
Contractor shall submit written proof that Contractor is insured against liability for workers' · 
compensation in accordance with the provisions of section 3700 of the California Labor Code. 

Contractor shall require any subcontractors to provide workers' compensation for all of 
the subcontractors' employees, unless the subcontractors' employees are covered by the 
insurance afforded by Contractor. If any class of employees engaged in work or services 
performed under this Agreement is not covered by California Labor Code section 3700, 
Contractor shall provide and/or require each subcontractor to provide adequate insurance for the 
coverage of employees not otherwise covered. Contractor shall maintain employer's liability 
insurance with limits of $1,000,000 for bodily injury or disease. 
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b. Liability Insurance Requirements: 

(1) Contractor shall maintain in full force and effect, at all times during the 
term of this Agreement, the following insurance: 

(a) Commercial General Liability Insurance including, but not limited 
to, Contractual Liability Insurance (specifically concerning the indemnity 
provisions of this Agreement), Products-Completed Operations Hazard, Personal 
Injury (including bodily injury and death), and Property Damage for liability 
arising out of Contractor's performance of work under this Agreement. The 
Commercial General Liability Insurance shall contain no exclusions or limitation 
for independent contractors working on the behalf of the named insured. 
Contractor shall maintain the Products-Completed Operations Hazard coverage 
for the longest period allowed by law following termination of this Agreement. 
The amount of said insurance coverage required by this Agreement shall be the 
policy limits, which shall be at least $1,000,000 each occurrence and $2,000,000 
aggregate. 

(b) Automobile Liability Insurance against claims of Personal Injury 
(including bodily injury and death) and Property Damage covering any vehicle 
and/or all owned, leased, hired and non-owned vehicles used in the performance 
of services pursuant to this Agreement, with coverage equal to the policy limits, 
which shall be at least $1,000,000 each occurrence. 

( c) Professional Liability (Errors and Omissions) Insurance, for 
liability arising out of, or in connection with, the performance of all required 
services under this Agreement, with coverage equal to the policy limits, which 
shall not be less than $1,000,000 per occurrence and $3,000,000 aggregate. 

(2) The Commercial General Liability and Automobile Liability Insurance 
required in this subparagraph b. shall include an endorsement naming County and 
County's board members, officials, officers, agents and employees as additional insureds 
for liability arising out of this Agreement and any operations related thereto. Said 
endorsement shall be provided using one of the following three options: (i) on ISO form 
CG 20 10 11 85; or (ii) on ISO form CG 20 37 10 01 plus either ISO form CG 20 10 10 
01 or CG 20 33 10 01; or (iii) on such other forms that provide coverage at least equal to 
or better than form CG 20 10 11 85. 

(3) Any self-insured retentions in excess of $100,000 must be declared on the 
Certificate of Insurance or other documentation provided to County and must be approved 
by the County Risk Manager. 

( 4) If any of the insurance coverages required under this Agreement is written 
on a claims-made basis, Contractor, at Contractor's option, shall either (i) maintain said 
coverage for at least three (3) years following the termination of this Agreement with 
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coverage extending back to the effective date of this Agreement; (ii) purchase an 
extended reporting period of not less than three (3) years following the termination of this 
Agreement; or (iii) acquire a full prior acts provision on any renewal or replacement 
policy. 

c. The above stated insurance coverages required to be maintained by Contractor 
shall be maintained until the completion of all of Contractor's obligations under this Agreement 
except as otherwise indicated herein. Each insurance policy supplied by Contractor must be 
endorsed to provide that the coverage shall not be suspended, voided, cancelled or reduced in 
coverage or in limits except after 10 days' prior written notice in the case of non-payment of 
premiums, or 30 days' prior written notice in all other cases. Such notice shall be by certified 
mail, return receipt requested. This notice requirement does not waive the insurance 
requirements stated herein. Contractor shall immediately obtain replacement coverage for any 
insurance policy that is terminated, canceled, non-renewed, or whose policy limits have been 
exhausted or upon insolvency of the insurer that issued the policy. 

d. All insurance shall be issued by a company or companies admitted to do business in 
California and listed in the current "Best's Key Rating Guide" publication with a minimum rating of 
A-; VII. Any exception to these requirements must be approved by the County Risk Manager. 

e. If Contractor is, or becomes during the term of this Agreement, self-insured or a 
member of a self-insurance pool, Contractor shall provide coverage equivalent to the insurance 
coverages and endorsements required above. County will not accept such coverage unless 
County determines, in its sole discretion and by written acceptance, that the coverage proposed to 
be provided by Contractor is equivalent to the above-required coverages. 

f. All insurance afforded by Contractor pursuant to this Agreement shall be primary 
to and not contributing to all insurance or self-insurance maintained by County. An endorsement 
shall be provided on all policies, except professional liability/errors and omissions, which shall 
waive any right of recovery (waiver of subrogation) against County. 

g. Insurance coverages in the minimum amounts set forth herein shall not be 
construed to relieve Contractor for any liability, whether within, outside, or in excess of such 
coverage, and regardless of solvency or insolvency of the insurer that issues the coverage; nor 
shall it preclude County from taking such other actions as are available to it under any other 
provision of this Agreement or otherwise in law. 

h. Failure by Contractor to maintain all such insurance in effect at all times required 
by this Agreement shall be a material breach of this Agreement by Contractor, and County, at its 
sole option, may terminate this Agreement immediately. 

28. Modifications of Agreement. This Agreement may be modified in writing only, signed 
by the parties in interest at the time of the modification. 
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29. No Third Party Beneficiaries. It is expressly understood and agreed that the 
enforcement of this Agreement and all rights of action relating to such enforcement, shall be 
strictly reserved to County and Contractor. Nothing contained in this Agreement shall give or 
allow any claim or right of action whatsoever by any other third person. It is the express 
intention of County and Contractor that any such person or entity, other than County or 
Contractor, receiving services or benefits under this Agreement shall be deemed an incidental 
beneficiary only. 

30. Non-appropriation. County reserves the right to terminate this Agreement in the event 
insufficient funds are appropriated or budgeted for this Agreement in any fiscal year. Upon such 
termination, County will be released from any further financial obligation to Contractor, except 
for services performed prior to the date of termination or any liability due to any default existing 
at the time this clause is exercised. Contractor will be given 30 days' prior written notice in the 
event that County requires such an action. 

31. Non-collusion Covenant. Contractor represents and agrees that it has in no way entered 
into any contingent fee arrangement with any firm or person concerning the obtaining of this 
Agreement with County. Contractor has received from County no incentive or special payments, 
nor considerations, not related to the provision of services under this Agreement. 

32. Nondiscrimination. Neither Contractor, nor any officer, agent, employee, servant or 
subcontractor of Contractor shall discriminate in the treatment or employment of any individual 
or groups of individuals on the grounds of race, color, ancestry, national origin, religion, sex, 
actual or perceived sexual orientation, marital status, age, pregnancy, medical condition, 
handicap or other prohibited basis, either directly, indirectly or through contractual or other 
arrangements. 

33. Non-solicitation. During the term of this Agreement and for a period of one (1) year 
thereafter, neither party nor any of their affiliates shall, without the prior written approval of the 
other (i) employ, retain, offer employment to or offer retention of any person who is or was 
employed by or under contract with the non-soliciting party during the term of this Agreement, or 
(ii) solicit, advise or otherwise do, or attempt to do, business with any employee or independent 
contractor of the non-soliciting party who is or was employed by or under contract with the non­
soliciting party during the term of this Agreement. 

34. Non-waiver. No covenant or condition ofthis Agreement can be waived except by the 
written consent of County. Forbearance or indulgence by County in any regard whatsoever shall 
not constitute a waiver of the covenant or condition to be performed by Contractor. County shall 
be entitled to invoke any remedy available to County under this Agreement or by law or in equity 
despite said forbearance or indulgence. 

35. Notices. Notices to be given by one party to the other under this Agreement shall be 
given in writing by personal delivery, by certified mail, return receipt requested, or express 
delivery service at the addresses specified below. Notices delivered personally shall be deemed 
received upon receipt; mailed or expressed notices shall be deemed received four ( 4) days after 
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deposit. A party may change the address to which notice is to be given by giving notice as 
provided above. 

Notice to Contractor: 

Cantu Management Group, Inc. 
11907 Privet Place 

Bakersfield, California 93311 
Attn.: Its President 

Notice to County: 

County Administrative Office 
1115 Truxtun A venue, 5th Floor 
Bakersfield, California 93301. 

Attn.: County Administrative Officer 

36. Signature Authority. Each party represents that they have full power and authority to 
enter into and perform this Agreement, and the person(s) signing this Agreement on behalf of 
each party has been properly authorized and empowered to enter into this Agreement. 

37. Sole Agreement. This Agreement contains the entire agreement between the parties 
relating to the services, rights, obligations and covenants contained herein and assumed by the 
parties respectively. No inducements, representations or promises have been made, other than 
those recited in this Agreement. No oral promise, modification, change or inducement shall be 
effective or given any force or effect. 

38. Termination. 

3 8 .1 Termination with Mutual Agreement. The parties may mutually agree at any time 
to terminate this Agreement. 

38.2 Termination with Cause. Either party may terminate this Agreement in the event 
of a material breach by the other; provided, however, the termination for the breach of this 
Agreement will not become effective unless and until the party not in default, has given the other 
party written notice of breach, which notice shall state the general nature of the breach, and the 
party allegedly in default will thereafter have a period of 15 days following the giving of said 
notice in which to remedy the default to the reasonable satisfaction of the other party. If the 
alleged default is of the kind that cannot be cured within 15 days, then the party allegedly in 
default will have an additional 30 days in which to remedy the breach as long as such party is 
acting in good faith and using diligent efforts to remedy such breach throughout the cure period. 

38.3 Immediate Termination. Notwithstanding the foregoing, County shall have the 
right to terminate this Agreement effective immediately after giving written notice to Contractor 
for any of the following reasons: (i) the failure of Contractor to cure a default within the time 
allowed in paragraph 38.2; (ii) the death of Cantu or the disability or incapacitation of Cantu, 
which means Cantu is unable to perform the essential functions of Chief Financial Officer; (iii) 
the unwillingness of Cantu to perform all, or substantially all, of the duties of Chief Financial 
Officer, which failure persists for five ( 5) business days after written notice to Cantu ( excluding 
authorized absences); (iv) the filing for bankruptcy or other creditor protection by Contractor or 
Contractor ceases to function as an ongoing business; (v) failure or neglect of Cantu to properly 
and timely perform the duties of Chief Financial Officer as set forth in this Agreement; (vi) 
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Contractor engages in acts which confer improper personal benefit upon any employee of 
Contractor; (vii) Contractor advises County or KMC in a manner that is contrary to the public 
interest or Contractor engages in conduct that is not in the best interest of County or KMC; (viii) 
attempts on the part of Contractor to secure personally any profit in connection with any 
transaction entered into on behalf of County or KMC; (ix) violation by Contractor of any federal, 
state, or local laws or regulations to which County or KMC is subject; (x) insubordination of 
Cantu or disloyalty by Contractor, including without limitation, aiding a County or KMC 
competitor; (xi) failure of Contractor to provide services exclusively to County and KMC; (xii) 
failure of Contractor to cooperate fully in any County investigation; (xiii) an unauthorized use or 
disclosure of confidential or proprietary information by Contractor which causes material harm to 
County or KMC; (xiv) negligence or misconduct in the performance of a duty by Contractor, 
including failure to follow the reasonable directions of the Board of Supervisors; (xv) 
commission of any unlawful or intentional act by Contractor which would be detrimental to the 
reputation, character or standing of County or KMC; (xvi) conviction of Cantu of a felony 
offense or crime, or plea of "guilty" or "no contest" to a felony offense; (xvii) commission of a 
material act involving moral turpitude, fraud, dishonesty, embezzlement, misappropriation or 
financial dishonesty by Contractor against County or KMC; (xviii) the issuance of a final order of 
any governmental agency or court that has competent jurisdiction over the parties, which order 
requires the termination of this Agreement; or (xix) the loss or threatened loss of KMC's ability 
to participate in any federal or state health care program, including Medicare or Medi-Cal, due to 
the actions of Contractor. 

38.4 Sale, Merger or Closure; Hospital Authority. 

38.4.1 Sale, Merger or Closure. IfKMC is sold, merged or closed, County may, 
in its sole discretion, terminate this Agreement as of the effective date of the sale, merger 
or closure. 

38.4.2 Hospital Authority. If County creates a Hospital Authority, Contractor 
may, in its sole discretion, terminate this Agreement or be retained to provide the services 
of Cantu as Chief Financial Officer of KMC or its successor. Any election to terminate 
this Agreement under this paragraph must be made prior to the creation of a Hospital 
Authority. If Contractor continues to provide the services of Cantu as Chief Financial 
Officer at KMC or its successor organization, all of the terms and conditions of this 
Agreement shall remain in effect. County agrees that neither it nor any successor in 
interest shall enter into any agreement that would negate or contradict the provisions of 
this Agreement. 

38.5 Authority to Terminate. Any action by County to terminate this Agreement shall 
require a simple majority vote of the Board of Supervisors. 

39. Effect of Termination. 

39.1 Payment Obligations. In the event of termination of this Agreement for any 
reason, County shall have no further obligation to pay for any services rendered or expenses 
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incurred by Contractor after the effective date of the termination, and Contractor shall be entitled 
to receive compensation for services satisfactorily rendered, calculated on a prorated basis up to 
the effective date of termination. 

39.2 Vacate Premises. Upon expiration or earlier termination of this Agreement, 
Contractor shall immediately vacate KMC, removing at such time any and all personal property 
of Contractor. County may remove and store, at Contractor's expense, any personal property that 
Contractor has not so removed. 

39.3 No Interference. Following the expiration or earlier termination of this 
Agreement, Contractor shall not do anything or cause any person to do anything that might 
interfere with any efforts by County to contract with any other individual or entity for the 
provision of services or to interfere in any way with any relationship between County and any 
provider that may replace Contractor. 

39.4 No Hearing Rights. In the event County exercises its right to terminate this 
Agreement pursuant to section 38, Contractor expressly agrees that it shall have no recourse or 
right of appeal under rules, regulations, ordinances, or laws applicable to employees. 

40. Time of Essence. Time is hereby expressly declared to be of the essence of this 
Agreement and of each and every provision hereof, and each such provision is hereby made and 
declared to be a material, necessary and essential part of this Agreement. 

[Signatures follow on next page] 
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IN WITNESS TO THE FOREGOING, the parties have executed this Agreement as of the 
day and year first written above. 

COUNTY OF KERN 

By _________ _ 
Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
COUNTY ADMINISTRATIVE OFFICE 

By _________ _ 
JohnNilon 
County Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By _________ _ 
Chief Deputy 

Agreement.Cantu.Final.O 12215 
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CANTU MANAGEMENT GROUP, INC. 

By _______ _ 
Andrew Cantu 
Its President 



EXHIBIT "A" 
DESCRIPTION OF SERVICES 
Cantu Management Group, Inc. 

Contractor will provide the services of Andrew Cantu ("Cantu") on a full-time basis to act as the 
Chief Financial Officer ofKMC. Cantu will be accountable to the Board of Supervisors through 
the County Administrative Officer, and cooperate with the County Administrative Office while 
being supportive ofKMC staff. General duties and expectations of Cantu and the position are as 
follows: 

• Develop and maintain excellent working relationships with the Board, CAO, CEO, senior 
management team, and medical staff based on trust, collaboration and mutual support. 

• Promote sound financial management through leadership, policy and oversight. 

• Establish a reputation as a chief financial officer capable of guiding the organization 
through a variety of complex financial issues. 

• Collaborate with the senior leadership in the performance of all services. 

• Partner with the CAO, CEO and senior leadership team to enhance efficiencies and 
productivity through regular monitoring of performance against benchmarks by making 
adjustments on a regular basis to meet growth and cost control targets. 

• Develop tools for financial forecasting and modeling of opportunities in the physician 
alignment strategy that lead to successful integration of additional physician groups into 
the physician enterprise. 

• Interface and maintain strong communication with the Board through the CAO, County 
Auditor-Controller and staff, and facilitate coordination and integration of financial 
reporting to ensure accurate and timely financial information. 

• Direct the installation of financial systems within the various sections of the hospital; 
ensure the development and operation of internal data processing programs. 

• Manage the coordination of centralized data processing systems as required. 

• Maintain liaison with various agencies and insurance carriers to ensure that data provided 
will facilitate payment. 

• Direct all credit and collection activities within the hospital; maintain responsibility for 
budget preparation and operating budget controls. 
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• Develop information systems that ensure accountable line managers are aware of budgets 
and resultant expenditures, and management reports are developed which provide the 
Board, CAO and CEO with timely statements of the hospital's fiscal condition. 

• Maintain necessary liaisons with the state Medi-Cal program, fiscal intermediaries under 
the Medicare program, CAO and County Auditor-Controller. 

• Direct the patient registration and hospital admission functions; ensure the proper control 
and record maintenance for all billing, collecting, registration and patient data entry as it 
applies to the hospital's financial services. 

• Develop and execute financial control systems within the organization through direct 
supervision of the financial team. 

• Establish internal audit controls and promote timely corrections of deficiencies. 

• Direct the procurement process at KMC to ensure controls are in place and compliance 
with policies. 

• Keep abreast of all legislative program changes that affect hospital revenue. 

[Intentionally left blank] 
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EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 

Cate2ory 

Mana2ement Fee 
Salaries: 

• Chief Financial Officer 

Sub-total 

Retirement 
Benefits (health and dental insurance, etc.) 
Insurance and Taxes (payroll, liability, etc.) 
Business Expenses and Travel 

Sub-total 

Total 

Performance Fee Potential 

Grand Total (annual not to exceed amount) 

[Intentionally left blank] 
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Amount Total 

$320,000 
$320,000 

$27,000 $27,000 
$25,000 $25,000 
$40,000 $40,000 
$5,000 $5,000 

$97,000 

$417,000 

$48,000 $48,000 

$465,000 



EXHIBIT "C" . 
PERFORMANCE MEASURES 

CALENDAR YEAR 2015 
Cantu Management Group, Inc. 

[See attached] 
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EXHIBIT"C" PERFORMANCE MEASURES CALENDAR YEAR 2015 

Performance Measure: Develop policies and procedures to regularly reconcile and update the County Financial Management System (FMS) from the hospital's financial boo~ and 
records 

Ob.iective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Policies and procedures that will 
improve accuracy and integrity of 
financial data reported in County 25% 
FMS; polices should include but 
not be limited to accrual policies Identify plan for Report to the 

Develop policies and procedures to improve and procedures, and Written policies improvement; review existing Board in May 
financial reporting in the County FMS April 2015 encumbrances process and procedures policies and train staff 2015 

Performance Measure: Develop a Fiscal Year 2015-2016 budget that incorporates volume, payer mix and monthly projections with a complete reconciliation to the County budget 
system 

Objective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Submittal of 
budget to the Copies of 
County requested 15% 
Administrative budget lo Ute 

Develop Fiscal Year2015-2016 budget A budget that provides sufficient Office as required Board of 
incorporating volume per service line, payer details to project chanb,es by County policy Review of requested budge! Supervisors in 
mix and monthly projections May-July 2015 throuuhout the fiscal year and procedures with Finance Committee AUb'llSt 2015 

Written financial 
Report that provides stakeholders report for the Review of report with Report to the 

Develop a monthly financial results report with financial perfunnance for fourth quarter of Finance Committee and Board of 
for each department in the hospital that each of the departments in the Fiscal Year 2014- subsequent reporting on a Supervisors in 
incorporates utilization and financial data May-July 2015 hospital 2015 quarterly basis Augnst2015 10% 

Performance Measure: Develop financial reporting controls and procedures to Improve the overall quality of financial reporting to the Board of Supervisors, auditors, and others 
including federal and state entities 

Objective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Policies and procedures to review 
(quarterly) and detennine if 
amounts KM C is booking are 10% 
justifiable and attentive to any 
changes implemented by DHCS, 
CAPH, and Toyon; update Identify plan for Report to the 

Develop policies and procedures to improve County FMS with results of Written policies improvement; review existing Board in 
reoortinu of aovemmenlal receivables Aug- Oct 2015 quarterly analvsis and procedures oolicies and train staff November 20 I 5 

Policies and procedures to review 
(quarterly) and detennine if net 
patient revenue amow11s KMC is 
booking are justifiable and 5% 
attentive lo changes in market 
share, patient census, etc.; update Identify plan for Report lo the 

Develop policies and procedures lo improve County FMS with results of Written policies improvement; review existing Board in 
reportinu of patient revenue Aua - Oct 2015 louarterlv analvsis and procedures policies and train staff November 2015 

10% 

Documentation of bad debt 
Review and/or development of bad debt reserve policy to improve the Report to the 
reserve policy for patient accounts and financial reporting throughout the Review of policy with Board in 
governmental revenues Aug- Ocl 2015 fiscal years Written policy Finance Committee November 20 I 5 
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Performance Measure: Develop a hvo-year cash Dow projection for the hospital and a plan to reduce loans from the General Fund 

Objective Time Frame Desired Outcome/Goal How Measured Actions Results Weil!ht 

Projections to assist with overall (5% 
cash flow needs for the County 

Develop a monthly two-year cash flow and improvement of General Fw1d Report to the 
projection for the period July 2015 through cash position as a result of Board of 
June 2017, and a plan to reduce the need for potential reductions in loans lo the Review of report with Supervisors in 
loans from the General Fund Nov 2015 - Jan 2016 hospital Written report Finance Co1runittee February 2016 

Performance Measure: Develop a capital equipment replacement plan with options for fundim! mechanisms 

Objective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Complete inventory of equipment 
with projected replacement Report to the 

Develop a three-year capital equipment timeline and cost to prepare for Board of l0% 
replaceme111 plan lo docwnenl capital needs capital needs in the next three Review of report with Supervisors in 
at the hospital Nov2015 -Jan2016 years Written report Finance Committee February 2016 

.. 
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EXHIBIT "D" 

IRSFORMW-9 
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EXHIBIT "E" 
HIPAA BUSINESS ASSOCIATE ADDENDUM 

WHEREAS, Cantu Management Group, Inc., hereinafter referred to in this Business 
Associate Addendum (this "Addendum") as "Business Associate," and the County of Kem, a 
political subdivision of the state of California, which owns and operates Kem Medical Center, 
hereinafter referred to in this Addendum as "Covered Entity," have entered into an Agreement 
for Professional Services, with an effective date ofFebrnary 7, 2015 (the "Underlying 
Agreement"); and 

WHEREAS, Business Associate acknowledges Covered Entity has in its possession data 
that contain individual identifiable health information as defined by Health Insurance Portability 
and Accountability Act of 1996, Pub. L. No. 104-191 ("HIPAA") and the regulations 
promulgated thereunder; and 

WHEREAS, Business Associate and Covered Entity acknowledge that the fulfillment of 
the parties' obligations under the Underlying Agreement necessitates the exchange of, or access 
to, data including individual identifiable health information; and 

WHEREAS, the parties desire to comply with federal and California laws regarding the 
use and disclosure of individually identifiable health information; 

NOW, THEREFORE, in consideration of the mutual promises and covenants hereinafter 
contained, the parties agree as follows: 

Definitions 

Catch-all definition: 

The following terms used in this Addendum shall have the same meaning as those terms in the 
HIP AA Rules: Breach, Data Aggregation, Designated Record Set, Disclosure, Health Care 
Operations, Individual, Minimum Necessary, Notice of Privacy Practices, Protected Health 
Information, Required By Law, Secretary, Security Incident, Subcontractor, Unsecured Protected 
Health Information, and Use. 

Specific definitions: 

(a) Business Associate. "Business Associate" shall generally have the same meaning 
as the term "business associate" at 45 CFR 160.103, and in reference to the party to this 
Addendum, shall mean Cantu Management Group, Inc. 

(b) Covered Entity. "Covered Entity" shall generally have the same meaning as the 
term "covered entity" at 45 CFR 160.103, and in reference to the party to this Addendum, shall 
mean the County of Kem, a political subdivision of the state of California, which owns and 
operates Kem Medical Center. 
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( c) HIP AA Rules. "HIP AA Rules" shall mean the Privacy, Security, Breach 
Notification, and Enforcement Rules at 45 CFR Part 160 and Part 164. 

Obligations and Activities of Business Associate 

Business Associate agrees to: 

(a) Not use or disclose protected health information other than as permitted or 
required by the Underlying Agreement or as required by law; 

(b) Use appropriate safeguards, and comply with Subpart C of 45 CFR Part 164 with 
respect to electronic protected health information, to prevent use or d,isclosure of protected health 
information other than as provided for by the Underlying Agreement; 

( c) Report to Covered Entity any use or disclosure of protected health information not 
provided for by the Underlying Agreement of which it becomes aware, including breaches of 
unsecured protected health information as required at 45 CFR 164.410, and any security incident 
of which it becomes aware; 

(d) In accordance with 45 CFR 164.502(e)(l)(ii) and 164.308(b)(2), if applicable, 
ensure that any subcontractors that create, receive, maintain, or transmit protected health 
information on behalf of Business Associate agree to the same restrictions, conditions, and 
requirements that apply to Business Associate with respect to such information; 

( e) Make available protected health information in a designated record set to Covered 
Entity as necessary to satisfy Covered Entity's obligations under 45 CFR 164.524; 

(f) Make any amendment(s) to protected health information in a designated record set 
as directed or agreed to by Covered Entity pursuant to 45 CFR 164.526, or take other measures as 
necessary to satisfy Covered Entity's obligations under 45 CFR 164.526; 

(g) Maintain and make available the information required to provide an accounting of 
disclosures Covered Entity as necessary to satisfy Covered Entity's obligations under 45 CFR 
164.528; 

(h) Comply with the requirements of Subpart E that apply to Covered Entity in the 
performance of such obligation(s), to the extent Business Associate is to carry out one or more of 
Covered Entity's obligation(s) under Subpart E of 45 CFR Part 164; and 

(i) Make its internal practices, books, and records available to the Secretary for 
purposes of determining compliance with the HIP AA Rules. 

Permitted Uses and Disclosures by Business Associate 
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(a) Business Associate may only use or disclose protected health information as 
necessary to perform the services set forth in the Underlying Agreement. 

(b) 
bylaw. 

Business Associate may use or disclose protected health information as required 

( c) Business Associate agrees to make uses and disclosures and requests for protected 
health information consistent with Covered Entity's minimum necessary policies and procedures. 

( d) Business Associate may not use or disclose protected health information in a 
manner that would violate Subpart E of 45 CFR Part 164 if done by Covered Entity, except for 
the specific uses and disclosures set forth below. 

( e) Business Associate may disclose protected health information for the proper 
management and administration of Business Associate or to carry out the legal responsibilities of 
Business Associate, provided the disclosures are required by law, or Business Associate obtains 
reasonable assurances from the person to whom the information is disclosed that the information 
will remain confidential and used or further disclosed only as required by law or for the purposes 
for which it was disclosed to the person, and the person notifies Business Associate of any 
instances of which it is aware in which the confidentiality of the information has been breached. 

(f) Business Associate may provide data aggregation services relating to the health 
care operations of Covered Entity. 

Provisions for Covered Entity to Inform Business Associate of Privacy Practices and 
Restrictions 

(a) Covered Entity shall notify Business Associate of any limitation(s) in the notice of 
privacy practices of Covered Entity under 45 CFR 164.520, to the extent that such limitation may 
affect Business Associate's use or disclosure of protected health information. 

(b) Covered Entity shall notify Business Associate of any changes in, or revocation 
of, the permission by an individual to use or disclose his or her protected health information, to 
the extent that such changes may affect Business Associate's use or disclosure of protected health 
information. 

( c) Covered Entity shall notify Business Associate of any restriction on the use or 
disclosure of protected health information that Covered Entity has agreed to or is required to 
abide by under 45 CFR 164.522, to the extent that such restriction may affect Business 
Associate's use or disclosure of protected health information. 

Permissible Requests by Covered Entity 

Covered Entity shall not request Business Associate to use or disclose protected health 
information in any manner that would not be permissible under Subpart E of 45 CFR Part 164 if 
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done by Covered Entity, except for the specific uses and disclosures set forth set forth in 
paragraphs (e) and (f) above under "Permitted Uses and Disclosures By Business Associate." 

Term and Termination 

(a) Term. The term of this Addendum shall be effective as of February 7, 2015, and 
shall terminate on February 7, 2019, or on the date Covered Entity terminates for cause as 
authorized in paragraph (b) of this section, whichever is sooner. 

(b) Termination for Cause. Business Associate authorizes termination of this 
Addendum by Covered Entity, if Covered Entity determines Business Associate has violated a 
material term of the Addendum and Business Associate has not cured the breach or ended the 
violation within the time specified by Covered Entity. 

(c) Obligations of Business Associate upon Termination. 

Upon termination of this Addendum for any reason, Business Associate, with respect to protected 
health information received from Covered Entity, or created, maintained, or received by Business 
Associate on behalf of Covered Entity, shall: 

1. Retain only that protected health information which is necessary for 
Business Associate to continue its proper management and administration or to carry out its legal 
responsibilities; 

2. Return to Covered Entity or, if agreed to by Covered Entity, destroy the 
remaining protected health information that Business Associate still maintains in any form; 

3. Continue to use appropriate safeguards and comply with Subpart C of 45 
CFR Part 164 with respect to electronic protected health information to prevent use or disclosure 
of the protected health information, other than as provided for in this section, for as long as 
Business Associate retains the protected health information; 

4. Not use or disclose the protected health information retained by Business 
Associate other than for the purposes for which such protected health information was retained 
and subject to the same conditions set forth in paragraphs (e) and (f) above under "Permitted 
Uses and Disclosures by Business Associate," which applied prior to termination; and 

5. Return to Covered Entity or, if agreed to by Covered Entity, destroy the 
protected health information retained by Business Associate when it is no longer needed by 
Business Associate for its proper management and administration or to carry out its legal 
responsibilities. 

( d) Survival. The obligations of Business Associate under this section shall survive 
the termination of this Addendum. 
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Miscellaneous 

(a) Regulatory References. A reference in this Addendum to a section in the HIP AA 
Rules means the section as in effect or as amended. 

(b) Amendment. The parties agree to take such action as is necessary to amend this 
Addendum from time to time as is necessary for compliance with the requirements of the HIP AA 
Rules and any other applicable law. All amendments to this Addendum shall be in writing and 
signed by both paiiies through a formal amendment to the Addendum. 

( c) Interpretation. Any ambiguity in this Addendum shall be interpreted to permit 
compliance with the HIP AA Rules. 

( d) Indemnification. 

1. Business Associate agrees to indemnify, defend and hold harmless Covered 
Entity and its respective officers, directors, board members, elected and appointed officials, 
employees, agents and authorized representatives from any and all losses, liabilities, charges, 
damages, claims, liens, causes of action, awards, judgments, costs, fines, penalties, and expenses 
(including, but not limited to, reasonable attorneys' fees of counsel retained by Covered Entity, 
expert fees, costs of staff time, and investigation costs) of whatever kind or nature, which arise out of 
or are in any way connected with any act or omission (including, but not limited to, any material 
breach of this Addendum) of Business Associate and its respective officers, directors, agents, 
employees, subcontractors of any tier, or authorized representatives. 

2. With respect to any action or claim subject to indemnification herein by 
Business Associate, Business Associate shall, at its sole cost, have the right to use counsel of its 
choice, subject to the approval of Covered Entity, which shall not be unreasonably withheld, and 
shall have the right to adjust, settle, or compromise any such action or claim only with the prior 
consent of Covered Entity, which shall not be unreasonably withheld; provided, however, that 
any such adjustment, settlement or compromise in no manner whatsoever limits or circumscribes 
Business Associate's indemnification to Covered Entity as set forth herein. Business Associate's 
obligation to defend, indemnify and hold harmless Covered Entity shall be subject to Covered 
Entity having given Business Associate written notice within a reasonable period of time of the 
claim or of the commencement of the related action, as the case may be, and information and 
reasonable assistance, at Business Associate's expense, for the defense or settlement thereof. 
Business Associate's obligation hereunder shall be satisfied (if Covered Entity has no liability 
whatsoever for the claim) when Business Associate has provided to Covered Entity the 
appropriate form of dismissal relieving Covered Entity from any liability for the action or claim 
involved. 

3. The specified insurance limits required in the Underlying Agreement shall 
in no way limit or circumscribe Business Associate's obligations to indemnify, defend and hold 
harmless Covered Entity herein from third party claims arising out of or in any way relating to 
this Addendum. 
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4. In the event there is a conflict between this indemnification clause and the 
indemnification clause contained in the Underlying Agreement, this indemnification clause shall 
only apply to the subject issues set forth in this Addendum. 

(e) Injunctive Relief. Covered Entity retains all rights to seek injunctive relief to 
prevent the unauthorized use of disclosure of protected health information by Business Associate 
or any agent, contractor or third party that received protected health information from Business 
Associate. 

(f) Third Pa1iy Beneficiaiy. Unless otheiwise set forth herein, nothing contained herein 
is intended, nor shall it be constmed, to create rights mnning of the benefit of third parties. 

[Intentionally left blank] 
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-----------------------------~-----·--------- -----··· -

Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kern County Administrative Center 
1115 Truxtun Avenue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

February 24, 2015 

PROPOSED AMENDMENT NO. 1 TO AGREEMENT 042-2015 WITH CANTU MANAGEMENT 
GROUP, INC., FOR PROFESSIONAL SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $1,442,000; FY 2014-15 $90,126; Kern Medical Center Enterprise Fund; 
Not Budgeted; Discretionary 

This is to request approval of the proposed Amendment No. I to Agreement 042-2015 with Cantu 
Management Group, Inc., to provide two additional executive staff. The amendment is effective February 
24, 2015. 

On January 27, 2015, your Board approved Agreement 042-2015 with Cantu Management Group, Inc. 
The agreement provides for Andrew Cantu to serve as Chief Financial Officer, as well as to provide for 
the supervision and management of day-to-day financial operations. Amendment No. 1 provides for 
additional executive staff. Specifically, this amendment will add a director of finance and a manager of 
reimbursement. The positions will assist Kern Medical Center (KMC) by adding a more stable level of 
financial expertise that is currently being provided by a temporary consultant at an approximate annual 
cost of $582,000. Recent turnover in the finance department and constant changes in funding provide 
limited opportunity for internal candidates to fill these needed positons. It is anticipated that these 
positions will add the expertise necessary to manage Disproportionate Share Hospital funding activities, 
Medicare and Medi-Cal cost report data analysis, and will help to produce accurate and timely financial 
management information to support efforts that promote operating efficiency and effective strategic 
planning. 

County positions comparable to the director of finance and manager of reimbursement would cost 
approximately $376,000 per year for total salaries and benefits. The total salaries and benefits for the 
positions added under Cantu Management Group Inc. will cost approximately $361,000 per year resulting 
in some cost savings for the County. KMC's current financial consulting expenses amount to roughly 
$582,000 per year; adding these positions under Amendment No. 1 is cost-effective approach to providing 
a long-term solution to KMC's finance staffing needs. 

The term of the agreement remains the same, expiring on February 8, 2019 with extension of three 
additional two-year terms. The proposed amendment increases the monthly management fee from 
$34,750 to $64,792 and increases the maximum payable amount over the initial four-year term from 
$1,880,000 to $3,322,000. The revised fee schedule reflects the additional executive staff and the 
associated costs. 

The Amendment has been reviewed and approved as to form by the Office of County Counsel. 



Board of Supervisors 
Amendment to Agreement 042-2015 with Cantu Management Group, Inc. 
February 24, 2015 
Page2 

Therefore, IT IS RECOMMENDED that your Board approve Amendment No. 1 to Agreement 042-2015 
with Cantu Management Group, Inc., to include two additional executive staff, revise the fee schedule 
and increase the maximum payable over the initial four-year term by $1,442,000, effective February 24, 
2015 and authorize the Chairman to sign. 

JN/EM/BUDFIS CantuMgtAmendl.doc 

cc: Andrew Cantu, Cantu Management Group, Inc. 
Kem Medical Center 
Auditor-Controller-County Clerk 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu.Management Group Dept Name: County Administrative Office 

Necessity for Board's approval (check all 
boxes that apply: 

D Establish a new agreement 

Contact: John Nilon 
Phone: 661-868-3152 

cg] Amendment to existing agreement Amendment No.: 042-2015 ----------
Agreement number: 1 Date Agreement Began: 02-9-2015 

Brief explanation: Add two exective staff 
D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

D Retroactive agreement Date of Prior Notification: 
/ -------

Date retroactive to: 
Reason fqr delay in approval: 

D Emergency situation 
Brief explanation: -----------------------------

%¡� Other: 
Type of Agreement: 

cg] Personal/Professional Services 
D Construction Project 
D Equipment / Software 
D Training 
D Grant 

Brief description of services being contracted: 

D State 
D Lease 
D Joint Powers 
D Memorandum of Understanding 
D Other -----------------

Chief Financial Officer and Financial Services for Kem Medical Center. Under amendment consultant will 
provide a director of finance and a manager of reimbursement. 

Fiscal Impact: $ $90,126 ; Source of Funds: KMC Enterprise Fund ~===------------
%¡� Budgeted cg] Not Budgeted cg] Discretionary D Mandated 

Term of Agreement From:, February 9, 2015 To: February 8, 2019 
Provision for Extensions: ' 

cg] Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 

%¡ �N�o� 
Basis of compensation/cost: 

0 Lowbid 
D RFP - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
cg] Other: Negotiated 

I verify that all information above is accurate to the best of my knowledge. 

Department Head Date 

-----------



AMENDMENT NO. 1 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern- Cantu Management Group, Inc.) 

This Amendment No. 1 to the Agreement for Professional Services is made and entered 
into this __ day of ____ �~� 2015, between the County of Kern, a political subdivision of 
the state of California ("County"), which owns and operates Kem Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93 311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kem County Agt. #042-2015, dated January 27, 2015) ("Agreement"), for the period December 
16, 2013 through December 15, 2018, whereby Contractor provides supervision and 
management of the day-to-day financial operations ofKMC; and 

(b) It is the intent of the Parties to have the terms of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Manager;and · 

( c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 

(d) The Agreement is amended effective February 24, 2015; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by .this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3.5 Contractor Staff. Contractor shall engage 6r employ such qualified 
personnel as are necessary for the proper and efficient financial management ofKMC, 

. including without limitation, Cantu, one (1) Director of Finance, and one (1) Manager of 
Reimbursement. All personnel provided by Contractor shall be compensated by 
Contractor and shall be employees or independent contractors of Contractor. Contractor 
shall be responsible for compensating all such engaged or employed persons, including, 
as applicable, payroll taxes, benefits, and workers' compensation insurance. Contractor 
shall be responsible for supervision of activities performed by all employees and 
independent contractors." 

2. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: · 
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-------------------- ----- ----

"5 .1 Management Fee. County shall pay Contractor a monthly management 
fee in the amount of $64,791.66 (the "Management Fee") as follows: Contractor shall be 
entitled to receive two (2) payments per month, each payment being equal to $32,395.83, 
payable on or before the 10th day and the 25th day of each month during the term of this 
Agreement. The fiscal provisions of the Management Fee are set forth in Exhibit "B," 
attached hereto and incorporated herein by this reference. County shall have no 
obligation to pay the Management Fee set forth in Exhibit "B" until Contractor has 
incurred such expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled." 

3. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $845,500 for year one and $2,476,500 for years two through four, with total 
payment not to exceed $3,322,000 over the four-year Initial Term of this Agreement." 

4. · Exhibit "B," Fee Schedule, shall be deleted in its entirety and replaced with Amendment 
No. 1 to Exhibit "B," Fee Schedule, attached hereto and incorporated herein by this reference. 

5. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

6. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

7. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

8. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 1 to the 
Agreement as of the day and year first written above. 

COUNTY OF KERN 

By __________ _ 
Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
COUNTY ADMINISTRATIVE OFFICE 

By __________ _ 
JohnNilon 
County Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By _________ _ 

Chief Deputy 

Amend I .Cantu Management.021215 
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CANTU MANAGEMENT, INC. 

By __________ _ 

Andrew Cantu 
Its President 

--------------- - --~ 



AMENDMENT NO. 1 
TO 

EXIDBIT"B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective February 24, 2015) 

Cate2ory 

Mana2ement Fee 
Salaries: 

• Chief Financial Officer 
to Director of Finance 
• Manager of Reimbursement 

Sub-total 

Retirement 
Benefits (health and dental insurance, etc.) 
Insurance and Taxes (payroll, liability, etc.) 
Business Expenses and Travel 

Sub-total 

Total 

Performance Fee Potential 
Total 

Grand Total (annual not to exceed amount) 

[Intentionally left blank] 
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Amount Total 

$320,000 
$142,500 
$90,000 

$552,500 

$50,000 $50,000 
$73,000 $73,000 
$82,000 $82,000 
$20,000 $20,000 

$225,000 

$777,500 

$48,000 $48,000 
$48,000 

$825,500 



Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kem County Administrative Center 
1115 Truxtun A venue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

May 5, 2015 

PROPOSED AMENDMENT NO. 2 TO AGREEMENT 042-2015 WITH CANTU MANAGEMENT GROUP, INC., 
FOR PROFESSIONAL SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $1,383,750; FY 2014-15 $61,500; 
KMC Enterprise Fund; Not Budgeted; Discretionary 

This is to request approval of the proposed Amendment No. 2 to Agreement 042-2015 with Cantu Management Group, Inc., 
to provide two additional staff. The amendment is effective May 5, 2015. 

On January 27, 2015, your Board approved Agreement 042-2015 with Cantu Management Group, Inc. The agreement 
provides for Andrew Cantu to serve as Chief Financial Officer, as well as to provide for the supervision and management of 
day-to-day financial operations. Amendment No. 1, approved February 24, 2015, added a Director of Finance and a Manager 
of Reimbursement. Amendment No. 2 provides for additional staff. Specifically, this amendment will add a Director of 
Business Office position and a Director of Patient Access. Currently, the Director of Business office position is a contract 
position with Receivables Optimization, Inc., at an annual cost of $298,000. The Director of Patient access is a new position 
that will focus on leading and managing front-end registration, authorization and scheduling, payer validation and validating 
midnight census. Those duties will assist Kern Medical Center (KMC) in decreasing payment denials by accurately and 
timely obtaining patient information. 

County positions comparable to the Director of Business office and Director of Patient Access would cost approximately 
$416,000 per year for total salary and benefits. The total salary and benefits for the positions added under Cantu 
Management Inc. will cost approximately $369,000 per year resulting in cost savings for the County. The term of the 
agreement remains the same, expiring on February 8, 2019 with provisions for extensions of three additional two-year terms. 
The proposed amendment increases the monthly management fee from $64,792 to $95,542 and increases the maximum 
payable amount over the initial four-year term from $3,322,000 to $4,705,750. The revised fee schedule reflects the 
additional staff and the associated costs. 

The amendment has been reviewed and approved as to form by the Office of County Counsel. 

Therefore, IT IS RECOMMENDED that your Board approve amendment No. 2 to agreement 042-2015 with Cantu 
Management Group, Inc., to include two additional staff, revise the fee schedule and increase the maximum payable over the 
initial four-year term by $1,383,750, effective May 5, 2015 and authorize the Chairman to sign. 

JN/EM/BUDFIS CantuMgtAmend2.doc 

cc: Andrew Cantu, Cantu Management Group, Inc. 
Kern Medical Center 
Auditor-Controller-County Clerk 

County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 

Cantu Management Inc. Dept Name: County Administrative Office 

Necessity for Board's approval (check all 
boxes that apply): 

D Establish a new agreement 

Contact: 

Phone: 

Elsa T. Martinez 

661-868-3162 

�~� Amendment to existing agreement Amendment No.: _2 __________ _ 
Agreement number: 042-2015 Date Agreement Began: February 9, 2015 

Brief Explanation: Add two staff, Director of Business Office and a Director of Patient Access 

D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

D Retroactive agreement Date of Prior Notification: 
Date retroactive to: 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: 

D Other: 

Type of Agreement: 
�~� Personal/Professional Services 
D Construction Project 

D Equipment/ Software 

D State 
D Lease 
D Joint Powers 

D Training 

D Grant 

D Memorandum of Understanding 

D Other 

Brief description of services being contracted: 
Under amendment consultant will provide a Director of Business Office and a Director of Patient Access 

Fiscal Impact: $ 1,383,750 ; Source of Funds: KMC Enterprise Fund 
----~------------

%¡� Budgeted �~� Not Budgeted �~� Discretionary D Mandated 

Will one or more Capital Assets be purchased as part of the agreement? �~� No D Yes 

Capital asset accounts must be estabiished with the County Administrative Office before the purchase is made per policy 507 of 
the County Policy & Procedures Manual, Chapter 5. 

Provision for Escalation?: �~� No D Yes Please describe: 

Term of Agreement From: February 9, 2015 To: February 8, 2019 

Provision for Extensions: 
�~� Yes Please explain: provision for extensions of three additional two-year terms 

%¡ �N�o� 
Basis of compensation/cost: 

0 Low bid 
D RFP - Date of Award: 

D Utilize another governmental agency or Buying Alliance award - Agency: 

�~� Other: Negotiated -=------------------------

Date 



AMENDMENT NO. 2 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern -Cantu Management Group, Inc.) 

This Amendment No. 2 to the Agreement for Professional Services is made and entered 
into this __ day of _____ , 2015, between the County of Kern, a political subdivision of 
the state of California ("County"), which owns and operates Kern Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kern County Agt. #042-2015, dated January 27, 2015) and Amendment No. 1 (Kern County 
Agt. #106-2015, date February 24, 2015) ("Agreement"), for the period February 9, 2015 
through February 8, 2019, whereby Contractor provides supervision and management of the day­
to-day financial operations of KMC; and 

- (b) It is the intent of the Parties to have the terms of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Manager; and 

(c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 

(d) The Agreement is amended effective May 5, 2015; 

NOW, THEREFORE, in consideration of the mutual covenants aJ?.d conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3.5 Contractor Staff. Contractor shall engage or employ such qualified 
personnel as are necessary for the proper and efficient financial management ofKMC, 
including without limitation, Cantu, one (I) Director of Finance, one (1) Director of 
Business Office, one (1) Director of Patient Access, and one (I) Manager of 
Reimbursement. Alt;personnel provided by Contractor shall be compensated by 
Contractor and shall be employees or independent contractors of Contractor. Contractor 
shall be responsible for compensating all such engaged or employed persons, including, 
as applicable, payroll taxes, benefits, and workers' compensation insurance. Contractor 
shall be responsible for supervision of activities performed by all employees and 
independent contractors." 



2. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.1 Management Fee. County shall pay Contractor a monthly management 
fee in the amount of $95,541.66 (the "Management Fee") as follows: Contractor shall be 
entitled to receive two (2) payments per month, each payment being equal to $47,770.83, 
payable on or before the 10th day and the 25th day of each month during the term of this 
Agreement. The fiscal provisions of the Management Fee are set forth in Exhibit "B," 
attached hereto and incorporated herein by this reference. County shall have no 
obligation to pay the Management Fee set forth in Exhibit "B" until Contractor has 
incurred su9h expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled." 

3. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,122,250 for year one and $3,583,500 for years two through four, with total 
payment not to exceed $4,705,750 over the four-year Initial Term of this Agreement." 

4. Exhibit "B," Fee Schedule, shall be deleted in its entirety and replaced with Amendment 
No. 2 to Exhibit "B," Fee Schedule, attached hereto and incorporated herein by this reference. 

5. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

6. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

7. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

8. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 2 to the 
Agreement as of the day and year first written above. 

COUNTY OF KERN 

By _________ _ 

Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
CO MINISTRA TIVE OFFICE 

ilon 
unty Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By~_MIJ.~ 
Ch ·Deputy 

Amend2.Cantu Management.042215 
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By_--\.,~-~-=--=-­
Andrew Cantu 
Its President 



AMENDMENT NO. 2 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective May 5, 2015) 

Cate2orv 

Mana2ement Fee 
Salaries: 

• Chief Financial Officer 
• Director of Finance 
• Director of Business Office 
• Director of Patient Access 
• Manager of Reimbursement 

Sub-total 

Retirement 
· Benefits (health and dental insurance, etc.) 

Insurance and Taxes (payroll, liability, etc.) 
Business Expenses and Travel 
Sub-total 

Total 

Performance Fee Potential 
Total 

Grand Total (annual not to exceed amount) 

[Intentionally left blank] 

4 

Amount Total 

$320~000 
$142,500 
$140,000 
$100,000 
$90,000 

$792,500 

$74,000 $74,000 
$121,000 $121,000 
$124,000 $124,000 
$35,000 $35,000 

$354,000 

$1,146,500 

$48,000 $48,000 
$48~000 

$1,194,500 



Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kern County Administrative Center 
1115 Truxtun A venue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

October 13, 2015 

PROPOSED AMENDMENT NO. 3 TO AGREEMENT 042-2015 WITH CANTU MANAGEMENT 
GROUP, INC., FOR PROFESSIONAL SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $1,849,385; FY 2015-16 $397,726; 
KMC Enterprise Fund; Not Budgeted; Discretionary 

This is to request approval of the proposed Amendment No. 3 to Agreement 042-2015 with Cantu 
Management Group, Inc., to provide four additional staff. The amendment is effective October 16, 2015. 

On January 27, 2015, your Board approved Agreement 042-2015 with Cantu Management Group, Inc. 
The agreement provides for Andrew Cantu to serve as Chief Financial Officer, as well as to provide for 
the supervision and management of day-to-day financial operations of Kern Medical Center. Amendment 
No. 1, approved February 24, 2015, added a Director of Finance and a Manager of Reimbursement. 
Amendment No. 2, approved May 5, 2015, added a Director of Business Office and a Director of Patient 
Access. Amendment No. 3 provides for additional staff. Specifically, this amendment proposes to add a 
Revenue Integrity Manager and three Front End Revenue Cycle Managers. 

The revenue cycle is the process of managing the claims, payment and revenue generation. It 
encompasses everything from determining patient insurance eligibility and collecting co-pays to property 
coding claims. The contractor has been reviewing and evaluating the functions of the revenue cycle and 
has indicated that the additional positions are needed in the Patient Access Department. The Patient 
Access Department is the beginning of the revenue cycle workflow and requires experienced staff in the 
emergency department, admissions, outpatient diagnostic registration, outpatient clinic registration, 
financial counseling and pre-services registration. Failure to manage and provide adequate supervision for 
the front-end function of the revenue cycle may inhibit the hospital's ability to get paid. Currently these 
functions are supervised by the Director of the Business Office and the Director of Patient Access. These 
individuals supervise a staff of 97 individuals who work 24/7 throughout the hospital and outpatient 
clinics. The requested positions will provide direct leadership of patient access staff and will have direct 
responsibilities for interfacing with all other areas of the revenue cycle. 

The total salary and benefits for the positions added under Cantu Management Inc. will cost 
approximately $561,500 per year. The term of the agreement remains the same, expiring on February 8, 
2019 with provisions for extensions of three additional two-year terms. The proposed amendment 
increases the monthly management fee from $95,542 to $142,334 and increases the maximum payable 
amount over the initial four-year term from $4,705,750 to $6,555,135. The revised fee schedule reflects 
the additional staff and the associated costs. The proposed amendment also clarifies the performance 
measures under Exhibit C. 

The amendment has been reviewed and approved as to form by the Office of County Counsel. 



Therefore, IT IS RECOMMENDED that your Board approve amendment No. 3 to agreement 042-2015 
with Cantu Management Group, Inc., to include four additional staff, revise the fee schedule and increase 
the maximum payable over the initial four-year term by $1,849,385 from $4,705,750 to $6,555,135, 
effective October 16, 2015 and authorize the Chairman to sign. 

JN/EM/BUDFIS CantuMgtAmendJ.doc 

cc: Andrew Cantu, Cantu Management Group, Inc. 
Kern Medical Center 
Auditor-Controller-County Clerk 

County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu Management Group 

Necessity for Board's approval (check all 
boxes that apply: 

D Establish a new agreement 
�~� Amendment to existing agreement 

Agreement number: 3 ---------
Brief explanation: Add additional staff 

Dept Name: County Administrative Office 
Contact: John Nil on 
Phone: 661-868-3152 

Amendment No.: 042-2015 ----------
Date Agreement Began: 2-9-2015 -------

D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions-explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

D Retroactive agreement Date of Prior Notification: -------
Date retroactive to: 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: -----------------------------

%¡� Other: 
Type of Agreement: 

�~� Personal/Professional Services 
D Construction Project 
D Equipment / Software 
D Training 
D Grant 

Brief description of services being contracted: 

D State 
D Lease 
D Joint Powers 
D Memorandum of Understanding 
D Other -----------------

Chief Financial Officer and Financial Services for Kem Medical Center. Under the amendment, consultant will 
provide a Revenue Integrity Manager and three Front End Revenue Cycle Manager 

Fiscal Impact: $ 1,849,385 FY 15-16 S397,726 
D Budgeted �~� Not Budgeted 

Term of Agreem~nt From: February 9, 2015 
Provision for Extensions: 

; Source of Funds: KMC Enterprise Fund 
cg] Discretionary D Mandated 

To: February 8, 2019 

cg] Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 
0No 

Basis of compensation/cost: 
0 Lowbid 
D RFP - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
cg] Other: Negotiated 

I verify that all information above is accurate to the best of my knowledge. 

Department Head Date 

-----------



AMENDMENT NO. 3 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern - Cantu Management Group, Inc.) 

This Amendment No. 3 to the Agreement for Professional Services is made and entered 
into this __ day of ____ �~� 2015, between the County of Kern, a political subdivision of 
the state of California ("County"), which owns and operates Kem Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kem County Agt. #042-2015, dated January 27, 2015), Amendment No. 1 (Kem County Agt. 
#106-2015, date February 24, 2015), and Amendment No. 2 (Kem County Agt. #241-2015, 
dated May 5, 2015) ("Agreement"), for the period February 9, 2015 through February 8, 2019, 
whereby Contractor provides supervision and management of the day-to-day financial operations 
ofKMC; and 

(b) It is the intent of the parties to have the terms of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Contractor; and 

(c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 

(d) The Agreement is amended effective October 16, 201~; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3 .5 Contractor Staff. Contract9r shall engage or employ such qualified 
personnel as are necessary for the proper and efficient financial management ofKMC, 
including without limitation, the following: Cantu; one (1) Director of Finance; one (1) 
Director of Business Office; one (1) Director of Patient Access; one (1) Manager of 
Reimbursement; one (1) Front End Revenue Cycle Manager - Inpatient and Emergency 
Department; one (1) Front End Revenue Cycle Manager-Patient Financial Counseling 
and Outpatient Clinics; one (1) Front End Revenue Cycle Manager - Pre-registration and 
Authorization; and one (1) Revenue Integrity Manager. All personnel provided by 
Contractor shall be compensated by Contractor and shall be employees or independent 
contractors of Contractor. Contractor shall be responsible for compensating all such 

1 



engaged or employed persons, including, as applicable, payroll taxes, benefits, and 
workers' compensation insurance. Contractor shall be responsible for supervision of 
activities performed by all employees and independent contractors." 

2. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.1 Management Fee. County shall pay Contractor a monthly management 
fee in the amount of $142,333.33 (the "Management Fee") as follows: Contractor shall 
be entitled to receive two (2) payments per month, each payment being equal to 
$71,166.66, payable on or before the 10th day and the 25th day of each month during the 
term of this Agreement. The fiscal provisions of the Management Fee are set forth in 
Exhibit "B," attached hereto and incorporated herein by this reference. County shall have 
no obligation to pay the Management Fee set forth in Exhibit "B" until Contractor has 
incurred such expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled." 

3. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5. 7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,287,135 for year one and $5,268,000 for years two through four, with total 
payment not to exceed $6,555,135 over the four-year Initial Term of this Agreement." 

4. Amendment No. 2 to Exhibit "B," Fee Schedule, shall be deleted in its entirety and 
replaced with Amendment No. 3 to Exhibit "B," Fee Schedule, attached hereto and incorporated 
herein by this reference. 

5. Exhibit "C," Performance Measures Calendar Year 2015, shall be deleted in its entirety 
and replaced with Amendment No. 1 to Exhibit "C," Performance Measures Calendar Year 
2015, attached hereto and incorporated herein by this reference. 

6. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

7. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

8. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

9. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 3 to the 
Agreement as of the day and year first written above. 

COUNTY OF KERN 

By _________ _ 
Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
co ..... ..J-ll--''-....£ADMINISTRA TIVE OFFICE 

on 
County Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By~y1.~ 
Chief Deputy 

Amend3.Cantu Management.092815 

Its President 
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AMENDMENT NO. 3 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective October 16, 2015) 

Cate2ory 

Mana2ement Fee 
Salaries: 

• Chief Financial Officer 
• Director of Finance 
• Director of Business Office 
• Revenue Integrity Manager 
• Director of Patient Access 
• Manager of Reimbursement 
• Front End Revenue Cycle Manager - Inpatient and 

Emergency Department 
• Front End Revenue Cycle Manager - Patient Financial 

Counseling and Outpatient Clinics 
• Front End Revenue Cycle Manager - Pre-registration and 

Authorization 

Sub-total 

Retirement 
Benefits (health and dental insurance, etc.) 
Insurance and Taxes (payroll, liability, etc.) 
Business Expenses and Travel 

Sub-total 

Total 

Performance Fee Potential 
Total 

Grand Total (annual not to exceed amount) 

[Intentionally left blank] 

4 

Amount Total 

$320,000 
$142,500 
$140,000 
$115,000 
$100,000 
$90,000 
$70,000 

$70,000 

$70,000 

$1,117,500 

$106,500 $106,500 
$217,000 $217,000 
$208,000 $208,000 
$59,000 $59,000 

$590,500 

$1,708,000 

$48,000 $48,000 
$48,000 

$1,756,000 



AMENDMENT NO. 1 
TO 

EXHIBIT "C" 
PERFORMANCE MEASURES 

CALENDAR YEAR 2015 
Cantu Management Group, Inc. 

[See attached] 

5 



Performance Measure: Development of policies and procedures to regularly reconcile and update the County Financial Management System (FMS) from the hospital's financial 
books and records. 

Ob.iective Time Frame Desired Outcome/Goal How Measured Actions Results Wele:ht 

Policies and procedures that will 
improve accuracy and integrity of 
financial data reported in County 

25% FMS, polices should include but 

Develop policies and procedures to improve 
are not limited to accrual policies Identify plan for Report to the 
and procedures, and Written policies improvement; review existing Board in May 

financial reporting in the County FMS April 2015 encumbrances process and procedures policies and train staff 2015 

Performance Measure: Development of a Fiscal Year 2015-2016 Budget that Incorporates, volume, payer mix and monthly projections with a complete reconciliation to the County 
Bude:et Svstem 

Objective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Submittal of 
Budget to the 
County Copies of 
Administrative requested 15% 
Office as required budget to the 

Develop Fiscal Year 2015-2016 Budget A budget that provides sufficient by Kem County Review ofrequested budget Board of 
incorporating volume per service line, payer details to project changes Policy and with County Administrative Supervisors 
mix and monthlv oroiections Mav-Julv 2015 throuahout the fiscal vear Procedures Office Aua2015 

Written financial 
Report that provides stakeholders report for the Review of report with County Report to the 

Develop a monthly financial result reports with financial perfonnance for fourth quarter of Administrative Office and Board of 
for each department in the hospital that each of the departments at the Fiscal Year 2014- subsequent reporting on a Supervisors on 
incomorates utilization and financial data May- July 2015 hospital 2015 'quarterly basis Aug. 2015 10% 

Performance Measure: Development of financial reporting controls and procedures to Improve the overall quality of financial reporting to the Board of Supervisors, auditors, and 
other federal and state entities 

Obiective Time Frame Desired Outcome/Goal How Measured Actions Results Weie:ht 

Policies and procedures to review 
(quarterly) and determine if 
amounts KM C is booking are 10% 
justifiable and attentive to any 
changes implemented by DHCS, 
CAPH, and Toyon. Update Identify plan for Report to the 

Develop policies and procedures to improve County FM S with results of Written policies improvement; review existing Board in Nov. 
reporting of governmental receivables. AUl!-Oct. 2015 auarterlv analvsis. and procedures [policies and train staff 2015 

Policies and procedures to review 
(quarterly) and determine if net 
patient revenue amounts KMC is 
booking are justifiable and 5% 
attentive to changes in market 
share, patient census, etc. Update Identify plan for Report to the 

Develop policies and procedures to improve County FMS with results of Written policies improvement; review existing Board in Nov. 
reporting of patient revenue. Aul!. - Oct. 2015 auarterlv analysis. and procedures !policies and train staff 2015 

10% 

Documentation of bad debt 
Review and/or Development of bad debt reserve policy to improve the Report to the 

reserve policy for patient accounts and financial reporting throughout the Review of policy with Board in Nov. 

governmental revenues Aug. - Oct 2015 fiscal years Written policy County Administrative Office 2015 



Performance Measure: Develooment a two-year cash now orojection for the hospital and a plan to reduce loans from the General Fund 

Obiective Time Frame Desired Outcome/Goal How Measured Actions Results Weight 

Projections to assist with overall 15% 

cash flow needs for the County 
Develop a monthly two-year cash flow and improvement of General Fund Report to the 
projection for the period of July 2015 cash position as a result of Board of 
through June 2017 and a plan to reduce the potential reductions in loans to the Review of Report with Supervisors Feb 
need for loans from the General Fund Nov. Jan. 2016 Hospital Written report County Administrative Office 2016 

Performance Measure: Develop a capital equipment replacement plan with options for funding mechanisms 

Obiective Time Frame Desired Outcome/Goal How Measured Actions Results Weil!ht 

Complete inventory of equipment 
with projected replacement Report to the 

Develop a three-year capital equipment tirneline and cost to prepare for Board of 10% 

replacement plan to document capital needs capital needs in the next three Review of Report with Supervisors Feb 
at the hosoital Nov.• Jan. 2016 lvears Written reoort County Administrative Office 2016 



------------------------- ······-- - - - - ----·--···- -

Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kem County Administrative Center 
1115 Truxtun Avenue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

November 17, 2015 

PROPOSED AMENDMENT NO. 4 TO AGREEMENT 042-2015 WITH CANTU MANAGEMENT 
GROUP, INC., FOR PROFESSIONAL SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $980,471; FY 2015-16 $189,680; 
KMC Enterprise Fund; Not Budgeted; Discretionary 

This is to request approval of the proposed Amendment No. 4 to Agreement 042-2015 with Cantu 
Management Group, Inc., to provide two additional staff and to amend certain terms of the agreement. 
The amendment is effective November 17, 2015. 

On January 27, 2015, your Board approved Agreement 042-2015 with Cantu Management Group, Inc. 
The agreement provides for Andrew Cantu to serve as Chief Financial Officer, as well as to provide for 
the supervision and management of day-to-day financial operations of Kem Medical Center. Amendment 
No. 1, approved February 24, 2015, added a Director of Finance and a Manager of Reimbursement. 
Amendment No. 2, approved May 5, 2015, added a Director of Business Office and a Director of Patient 
Access. Amendment No. 3, approved October 13, 2015, added three Front End Revenue Cycle Managers 
and a Revenue Integrity Manager. Amendment No. 4 provides for additional staff. Specifically, this 
amendment proposes to add a Manager of Decision Support and an Authority Board Coordinator. 

The decision support function provides the hospital leadership with the tools, information and resources 
to access clinical, financial and patient information on a timely basis in order to make decisions related to 
budget, service line analysis, financial projections, and proforma studies. The Manager of Decision 
Support will be responsible for directing and supervising all of the responsibilities under this function in 
addition to ensuring that that all databases and information are available to compile the annual budget, 
cost report and other reports required in order to receive or claim State and/or federal revenue. The 
Authority Board Coordinator will serve as the Clerk of the Board of Governors for the Kem County 
Hospital Authority. Prior to the selection of the Board of Governors, the Authority Board Coordinator 
will provide administrative support during the selection process, as well as assist in preparation of the 
multiple documents that must be approved by the Board of Governors during the first meeting. 

Amendment No. 4 proposes to amend certain terms of the agreement. The renewal notification period 
and the termination with mutual agreement notification period are being modified to provide for 12 
months notification period instead of 120 days. The non-solicitation clause is removed to allow the 
County to offer employment to key members of Cantu Management Group, Inc., without the contractor's 
consent in case the agreement is not renewed or is terminated. 

Sydnee.Galusha




Board of Supervisors 
Amendment to Cantu Management Agreement 
November 17, 2015 
Page 2 

Salary and benefits for the positions added under Cantu Management Group, Inc., will total $303,500 per 
year. The term of the agreement remains the same, expiring on February 8, 2019 with provisions for 
extensions of three additional two-year terms. The proposed amendment increases the monthly 
management fee from $142,334 to $167,625 and increases the maximum payable amount over the initial 
four-year term from $6,555,135 to $7,535,606. The revised fee schedule reflects the additional staff and 
the associated costs. 

The amendment has been reviewed and approved as to form by the Office of County Counsel. 

Therefore, IT IS RECOMMENDED that your Board approve amendment No. 4 to agreement 042-2015 
with Cantu Management Group, Inc., to modify certain terms of the agreement, include two additional 
staff, revise the fee schedule and increase the maximum amount payable over the initial four-year term by 
$980,471 from $6,555,135 to $7,535,606, effective November 17, 2015, and authorize the Chairman to 
sign. 

JN/EM/BUDFIS CantuMgtAmend4.doc 

cc: Andrew Cantu, Cantu Management Group, Inc. 
Kem Medical Center 
Auditor-Controller-County Clerk 

John Nilon 
County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu Management Group 

Necessity for Board's approval (check all 
boxes that apply: 

D Establish a new agreement 
[Zl Amendment to existing agreement 

Agreement number: 4 ---------
Brief explanation: Add additional staff 

Dept Name: County Administrative Office 
Contact: John Nil on 
Phone: 661-868-3152 

Amendment No.: 042-2015 ----------
Date Agreement Began: 2-9-2015 

-------

D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and c~nditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

D Retroactive agreement Date of Prior Notification: 
Date retroactive to: 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: 

-------

%¡� Other: 
-----------------------------

Type of Agreement: 
[Zl Personal/Professional Services 
D Construction Project 
D Equipment I Software 
D Training 
D Grant 

Brief description of services being contracted: 

D State 
D Lease 
D Joint Powers 
D Memorandum of Understanding 
D Other -----------------

Chief Financial Officer and Financial Services for Kem Medical Center. Under the amendment, consultant will 
provide a Manager of Decision Support and an Authority Board Coordinator, amend other terms of the 
agreemen. 
Fiscal Impact: $ 980,471 [FY2015-16 $189,680] 
D Budgeted [Zl Not Budgeted 

; Source of Funds: KMC Enterprise Fund 
[Zl Discretionary D Mandated 

Term of Agreement From: February 9, 2015 To: February 8, 2019 
Provision for Extensions: 

[Zl Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 
0No 

Basis of compensation/cost: 
0 Lowbid 
D RFP - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
[Zl Other: Negotiated 

hove is accurate to the best of my knowledge. 

Department Hea Date 

-----------



AMENDMENT NO. 4 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern - Cantu Management Group, Inc.) 

This Amendment No. 4 to the Agreement for Professional Services is made and entered 
into this __ day of ____ �~� 2015, between the County of Kem, a political subdivision of 
the state of California ("County"), which owns and operates Kem Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kem County Agt. #042-2015, dated January 27, 2015), Amendment No. 1 (Kem County Agt. 
#106-2015, date February 24, 2015), Amendment No. 2 (Kem County Agt. #241-2015, dated 
May 5, 2015), and Amendment No. 3 (Kem County Agt. #778-2015, dated October 13, 2015) 
("Agreement"), for the period February 9, 2015 through February 8, 2019, whereby Contractor 
provides supervision and management of the day-to-day financial operations ofKMC; and 

(b) It is the intent of the parties to have the terms of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Contractor; and 

( c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 

(d) The Agreement is amended effective November 17, 2015; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 1, Term, shall be deleted in its entirety and replaced with the following: 

"1. Term. The initial term (the "Initial Term") of this Agreement shall commence 
February 9, 2015 (the "Commencement Date"), and shall end February 8, 2019, unless 
earlier terminated pursuant to other provisions of this Agreement as herein stated. 
County reserves the right to extend the term of this Agreement for three (3) additional 
two (2) year terms, provided that County notifies Contractor in writing of its intention to 
renew at least 12 months prior to the expiration of the then current term. Any n:mewal 
shall be in writing and signed by both parties through a formal amendment to this 
Agreement." 
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2. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3.5 Contractor Staff. Contractor shall engage or employ such qualified 
personnel as are necessary for the proper and efficient financial management ofKMC, 
including without limitation, the following: Cantu; one (1) Director of Finance; one (1) 
Director of Business Office; one (1) Director of Patient Access; one (1) Manager of 
Reimbursement; one (1) Front End Revenue Cycle Manager - Inpatient and Emergency 
Department; one (1) Front End Revenue Cycle Manager - Patient Financial Counseling 
and Outpatient Clinics; one (1) Front End Revenue Cycle Manager - Pre-registration and 
Authorization; one (1) Revenue Integrity Manager; one (1) Manager of Decision Support; 
and one (1) Authority Board Coordinator. All personnel provided by Contractor shall be 
compensated by Contractor and shall be employees or independent contractors of 
Contractor. Contractor shall be responsible for compensating all such engaged or 
employed persons, including, as applicable, payroll taxes, benefits, and workers' 
compensation insurance. Contractor shall be responsible for supervision of activities 
performed by all employees and independent contractors.'; 

2. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: · 

"5.1 Management Fee. County shall pay Contractor a monthly management 
fee in the amount of $167,625 (the "Management Fee") as follows: Contractor shall be 
entitled to receive two (2) payments per month, each payment being equal to $83,812.50, 
payable on or before the 10th day and the 25th day of each month during the term of this 
Agreement. The fiscal provisions of the Management Fee are set forth in Exhibit "B," 
attached hereto and incorporated herein by this reference. County shall have no 
obligation to pay the Management Fee set forth in Exhibit "B" until Contractor has 
incurred such expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled." 

3. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,357,106 for year one and $6,178,500 for years two through four, with total 
payment not to exceed $7,535,606 over the four-year Initial Term of this Agreement." 

4. Section 33, Non-solicitation, shall be deleted in its entirety. 

5. Section 38, Termination, paragraph 38.1, Termination with Mutual Agreement, shall be 
deleted in its entirety and replaced with the following: 

"38.1 Termination with Mutual Agreement. The parties may terminate this 
Agreement upon mutual written consent with notice of not less than 12 months." 
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6. Amendment No. 3 to Exhibit "B," Fee Schedule, shall be deleted in its entirety and 
replaced with Amendment No. 4 to Exhibit "B," Fee Schedule, attached hereto and incorporated 
herein by this reference. 

7. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

8. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

9. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

10. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 4 to the 
Agreement as of the day and year first written above. 

COUNTY OF KERN 

By ----------
Ch airman 

CANTU /\AIA1EMENT GROUP, INC. 

By �~� 
Andryw Cantu 

Board of Supervisors Its President 

APPROVED AS TO CONTENT: 
CO u>rrr-v---.."DMINISTRATIVE OFFICE 

1lon 
ounty Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By l~y:f. �~� 
Chier Deputy 

Amend4.Cantu Management.110415 
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AMENDMENT NO. 4 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective November 17, 2015) 

Category 

Management Fee 
Salaries: 

• Chief Financial Officer 
• Director of Finance 
• Director of Business Office 
• Revenue Integrity Manager 
• Manager of Decision Support 
• Director of Patient Access 
• Manager of Reimbursement 
• Authority Board Coordinator 
• Front End Revenue Cycle Manager - Inpatient and 

Emergency Department 
• Front End Revenue Cycle Manager - Patient Financial 

Counseling and Outpatient Clinics 
• Front End Revenue Cycle Manager - Pre-registration and 

Authorization 

Sub-total 

Retirement 
Benefits (health and dental insurance, etc.) 
Insurance and Taxes (payroll, liability, etc.) 
Business Expenses, Education and Travel 
Sub-total 

Total 

Performance Fee Potential 
Total 

Grand Total (annual not to exceed amount) 

[Intentionally left blank] 
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Amount Total 

$320,000 
$142,500 
$140,000 
$115,000 
$110,000 
$100,000 
$90,000 
$75,000 
$70,000 

$70,000 

$70,000 

$1,302,500 

$125,000 $125,000 
$265,000 $265,000 
$250,000 $250,000 
$69,000 $69,000 

$709,000 

$2,011,500 

$48,000 $48,000 
$48,000 

$2,059,500 



Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kem County Administrative Center 
1115 Truxtun Avenue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

March 1, 2016 

PROPOSED AMENDMENT NO. 5 TO AGREEMENT 042-2015 WITH CANTU MANAGEMENT 
GROUP, INC., FOR PROFESSIONAL SERVICES AT KERN MEDICAL CENTER 

Fiscal Impact: $3,521,465; FY 2015-16 $399,410; 
KMC Enterprise Fund; Not Budgeted; Discretionary 

This is to request approval of the proposed Amendment No. 5 to Agreement 042-2015 with Cantu 
Management Group, Inc., to provide seven additional staff. The amendment is effective March 1, 20 I 6. 

On January 27, 2015, your Board approved Agreement 042-2015 with Cantu Management Group, Inc. 
The agreement provides for Andrew Cantu to serve as Chief Financial Officer, as well as to provide for 
the supervision and management of day-to-day financial operations of Kem Medical Center (Kem 
Medical). Amendment No. 1, approved February 24, 2015, added a Director of Finance and a Manager of 
Reimbursement. Amendment No. 2, approved May 5, 2015, added a Director of Business Office and a 
Director of Patient Access. Amendment No. 3, approved October 13, 2015, added three Front End 
Revenue Cycle Managers and a Revenue Integrity Manager. Amendment No. 4, approved November 17, 
2015 added a Manager of Decision Support and an Authority Board Coordinator. Amendment No. 5 
provides for seven staff. Specifically, this amendment proposes to add a Director of Human Resources 
Operations, a Manager of Compensation and Benefits, a Financial Planning Manager, a Hospital Payroll 
Manager, a Revenue Cycle Systems Support Manager, a Clinic Practice Manager and a Hospital Security 
Director. 

On October 6, 2015, your Board enacted Ordinance No. A-356 that adds Chapter 2.170 to Title 2 of the 
Ordinance Code of the County of Kem (Ordinance) concerning the creation of the Kern County Hospital 
Authority (Hospital Authority). It is anticipated that Kern Medical will be transferred to the Hospital 
Authority July 1, 2016. The Hospital Authority will need to set up the financial systems previously 
provided by the County. The Director of Human Resources Operations will be responsible for developing 
recruitment strategies, compensation and benefit and employment and labor relations. The Manager for 
Compensation and Benefits will be responsible for handling all employee benefits including, health 
insurance, dental, vision, retirement, short and long term disability, and voluntary benefits. The Hospital 
Authority will also begin the process of transferring the payroll function. The Hospital Payroll Manager 
will manage the entire function including the implementation of a new payroll system. 

The Financial Planning Manager and Revenue Cycle Systems Support Manager will enhance the revenue 
cycle process including patient access, case management, health information systems, patient accounting 
and general accounting. They will be responsible for identifying business needs, minimizing errors and 
rejections and maximizing payments to the hospital. The Clinic Practice Manager will work directly with 



Board of Supervisors 
Amendment to Cantu Management Agreement 
March 1, 2016 
Page2 

the Director of Clinic Integration to develop, recommend and implement hospital policies and procedures 
relating to clinic operations. Finally, the Hospital Security Director will provide an interface between the 
security department, hospital administration and other hospital departments. This position requires 
previous law enforcement training and experience in dealing with hospital policies, rules and regulations 
in order to effectively and independently deal with a full range of security and safety situations within the 
hospital and clinics. 

The new positions will provide the necessary operational support to the hospital during and after the 
transition to a Hospital Authority. Salary and benefits for the positions added under Cantu Management 
Group, Inc., will total $1,198,230 per year. The term of the agreement remains the same, expiring on 
February 8, 2019 with provisions for extensions of three additional two-year terms. The proposed 
amendment increases the monthly management fee from $167,625 to $267,477.50 and increases the 
maximum payable amount over the initial four-year term from $7,535,606 to $11,057,071. The revised 
fee schedule reflects the additional staff and the associated costs. 

The amendment has been reviewed and approved as to form by the Office of County Counsel. 

Therefore, IT IS RECOMMENDED that your Board approve amendment No. 5 to agreement 042-2015 
with Cantu Management Group, Inc., to include seven additional staff, revise the fee schedule and 
increase the maximum amount payable over the initial four-year term by $3,521,465 from $7,535,606 to 
$11,057,071, effective March 1, 2016, and authorize the Chairm~i 

,,, 

JN/EM/BUDFIS CantuMgtAmendS.doc 

cc: Andrew Cantu, Cantu Management Group, Inc. 
Kem Medical Center 
Auditor-Controller-County Clerk 

John Nilan 
County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu Management Group 

Necessity for Board's approval (check all 
boxes that apply: 

D Establish a new agreement 
�~� Amendment to existing agreement 

Agreement number: 5 ---------
Brief explanation: Add additional staff 

Contact: John Nilon 
Phone: 661-868-3152 

Amendment No.: 042-2015 ----------
Date Agreement Began: 2-9-2015 -------

D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

D Retroactive agreement Date of Prior Notification: -------
Date retroactive to: 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: -----------------------------

%¡� Other: 
Type of Agreement: 

�~� Personal/Professional Services 
D Construction Project 
D Equipment / Software 
D Training 
D Grant 

Brief description of services being contracted: 

D State 
D Lease 
D Joint Powers 
D Memorandum of Understanding 
D Other -----------------

Chief Financial Officer and Financial Services for Kem Medical Center. Under the amendment, consultant will 
provide seven additional saff members to support the transition of the hosptial to the Kem County Hospital 

u on y. 
Fiscal Impact: $ 3,521,465[FY2015-16 $399,410] 
D Budgeted �~� Not Budgeted 

'Ferm of Agreement• From: February 9, 2015 
Provision for Extensions: 

; Source of Funds: KMC Enterprise Fund 
IZJ Discretionary D Mandated 

To: February 8, 2019 

�~� Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 
0No . 

Basis of compensation/cost: 
0 Lowbid 
D RFP - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
�~� Other: Negotiated 

Date 

-----------



AMENDMENT NO. 5 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern - Cantu Management Group, Inc.) 

This Amendment No. 5 to the Agreement for Professional Services is made and entered 
into this __ day of _____ ., 2016, between the County of Kern, a political subdivision of 
the state of California ("County"), which owns and operates Kern Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kern County Agt. #042-2015, dated January 27, 2015), Amendment No. 1 (Kern County Agt. 
#106-2015, date February 24, 2015), Amendment No. 2 (Kern County Agt. #241-2015, dated 
May 5, 2015), Amendment No. 3 (Kern County Agt. #778-2015, dated October 13, 2015), and 
Amendment No. 4 (Kern County Agt. #855-2015, dated November 17, 2015) ("Agreement"), for 
the period February 9, 2015 through February 8, 2019, whereby Contractor provides supervision 
and management of the day-to-day financial operations ofKMC; and 

(b) It is the intent of the parties to have the tenns of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Contractor; and 

(c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 

( d) The Agreement is amended effective March 1, 2016; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3.5 Contractor Staff. Contractor shall engage or employ such qualified 
personnel as are necessary for the proper and efficient financial management ofKMC, 
including without limitation, the following: Cantu; one (1) Director of Finance; one (1) 
Director of Business Office; one (1) Director of Patient Access; one (1) Manager of 
Reimbursement; one (1) Front End Revenue Cycle Manager - Inpatient and Emergency 
Department; one (1) Front End Revenue Cycle Manager - Patient Financial Counseling 
and Outpatient Clinics; one (1) Front End Revenue Cycle Manager - Pre-registration and 
Authorization; one (1) Revenue Integrity Manager; one (1) Manager of Decision Support; 
one (1) Authority Board Coordinator; one (1) Director of Human Resources Operations; 



one (l)Manager of Compensation and Benefits; one (1) Financial Planning Manager, one 
(1) Hospital Payroll Manager; one (1) Revenue Cycle Systems Support Manager; one (1) 
Clinic Practice Manager; and one (1) Hospital Security Director. All personnel provided 
by Contractor shall be compensated by Contractor and shall be employees or independent 
contractors of Contractor. Contractor shall be responsible for compensating all such 
engaged or employed persons, including, as applicable, payroll taxes, benefits, and 
workers' compensation insurance. Contractor shall be responsible for supervision of 
activities performed by all employees and independent contractors." 

2. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.1 Management Fee. County shall pay Contractor a monthly management 
fee in the amount of $267,477.50 (the "Management Fee") as follows: Contractor shall 
be entitled to receive two (2) payments per month, each payment being equal to 
$133,728.75, payable on or before the I 0th day and the 25th day of each month during 
the term of this Agreement. The fiscal provisions of the Management Fee are set forth in 
Exhibit "B," attached hereto and incorporated herein by this reference. County shall have 
no obligation to pay the Management Fee set forth in Exhibit "B" until Contractor has 
incurred such expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled." 

3. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,357,106 for year one and $9,699,965 for years two through four, with total 
payment not to exceed $11,057,071 over the four-year Initial Term of this Agreement." 

4. Amendment No. 4 to Exhibit "B," Fee Schedule, shall be deleted in its entirety and 
replaced with Amendment No. 5 to Exhibit "B," Fee Schedule, attached hereto and incorporated 
herein by this reference. 

5. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

6. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

7. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

8. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 5 to the 
Agreement as of the day and year first written above. 

COUNTY OF KERN 

By __________ _ 
Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
COUNTY ADMINISTRATIVE OFFICE 

ByL('\~~ ''1'Y°L 
John Nilon 
County Administrative Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

Amends .Cantu Management.021616 

CANTU 
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AMENDMENT NO. 5 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective March 1, 2016) 

Category 

Management Fee 
Salaries: 

• Chief Financial Officer 
• Director of Finance 
• Director of Business Office 
• Hospital Security Director 
• Financial Planning Manager 
• Director of Human Resources Operations 
• Revenue Integrity Manager 
• Manager of Decision Support 
• Hospital Payroll Manager 
• Director of Patient Access 
• Revenue Cycle Systems Support Manager 
• Manager of Compensation and Benefits 
• Manager of Reimbursement 
• Clinic Practice Manager 
• Authority Board Coordinator 

. • Front End Revenue Cycle Manager - Inpatient and 
Emergency Department 

• Front End Revenue Cycle Manager - Patient Financial 
Counseling and Outpatient Clinics 

• Front End Revenue Cycle Manager - Pre-registration and 
Authorization 

Sub-total (salaries) 

[Continued on next page] 
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Amount Total 

$320,000 
$142,500 
$140,000 
$135,000 
$125,000 
$120,000 
$115,000 
$110,000 
$105,000 
$100,000 
$100,000 
$92,000 
$90,000 
$80,000 
$75,000 
$70,000 

$70,000 

$70,000 

$2,059,500 



Category Amount Total 

Management Fee 
Benefits and Expenses: 

Retirement $200,700 $200,700 
Benefits (health and dental insurance, etc.) $433,000 $433,000 
Insurance and Taxes (payroll, liability, etc.) $405,530 $405,530 
Business Expenses, Education and Travel $111,000 $111,000 
Sub-total (benefits and expenses) $1,150,230 

Total (salaries, benefits, and expenses) $3,209,730 

Performance Fee Potential $48,000 $48,000 
Total $48,000 

Grand Total (annual not to exceed amount) $3,257,730 

[Intentionally left blank] 
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Kern County Administrative Office 

County Administrative Center 

1115 Truxtun Avenue, Fifth Floor • Bakersfield, CA 93301-4639 

Telephone 661-868-3198 • FAX 661-868-3190 • TTY Relay 800-735-2929 

Board of Supervisors 
Kern County Administrative Center 
1115 Truxtun A venue 
Bakersfield, CA 93301 

JOHN NILON 

County Administrative Officer 

May 24, 2016 

PROPOSED RETROACTIVE AMENDMENT NO. 6 TO AGREEMENT 042-2015 WITH CANTU 
MANAGEMENT GROUP, INC., FOR PROFESSIONAL SERVICES 

AT KERN MEDICAL CENTER 
Fiscal Impact: None 

This is to request approval for the proposed retroactive Amendment No. 6 to Agreement 042-2015 with 
Cantu Management Group, Inc., to incorporate performance measures for the period beginning Februa:ry 
9, 2016 through June 30, 2016. 

On January 27, 2015 your Board approved Agreement 042-2015 with Cantu Management Group Inc., to 
provide supervision and management of the day-to-day financial operations of Kern Medical Center 
(Kem Medical) from February 9, 2015 through February 8, 2019 .. The agreement has been amended five 
previous times to incorporate additional staff. The agreement, as amended, provides for a quarterly 
performance fee of $12,000 upon successful completion of performance measures. Section 5.4 of the 
agreement requires the development of mutually agreed upon specific performance measures each 
contract year. The agreement has been assigned to the Kem County Hospital Authority (Hospital 
Authority) effective as of the transfer date of Kern Medical Center to the Hospital Authority, currently 
anticipated for July 1, 2016. 

The proposed performance measures have been developed to cover the period prior to the assignment and 
include resolution of outstanding audit findings that present an internal control weakness affecting the 
financial records or that must be resolved prior to the transfer of Kem Medical Center to the Hospital 
Authority. In addition, the performance measures includes a comprehensive report on effects of the new 
1115 Waiver "Medi-Cal 2020 Waiver" on the finances of the medical center. Cantu Management Group, 
Inc. will provide quarterly results for review. The agreement is retroactive due to prolonged negotiations. 

The proposed retroactive amendment has been approved as to form by the Office of County Counsel. 

Therefore, IT IS RECOMMENDED that your Board approve the retroactive amendment No. 6 to 
Agreement 042-2015 with Cantu Management Group Inc., to incorporate performance measures for the 
period of February 9, 2016 through June 30, 2016 and authorize ~hairman to sign. 

JN/EM/BUDFIS CantuAmend6.doc 

cc: Office of County Counsel 
Cantu Management Group Inc. 

County Administrative Officer 



AGREEMENT AT A GLANCE 

Proposed Vendor Name: 
Cantu Management Group Inc. 

Necessity for Board's approval (check all 
boxes that apply: 

D Establish a new agreement 

Contact: John Nilon 
Phone: 661-868-3152 

�~� Amendment to existing agreement Amendment No.: 042-2015 ----------
Agreement number: 6 Date Agreement Began: 02-9-2015 

Brief explanation: to incorporate performance measures 
D Dollar amount is beyond Purchasing Agent's authority 
D County Counsel cannot approve terms and conditions - explain in body of Board letter 
D Sole source - no competitive process can be performed 

D Purchasing Agent has given concurrence 
D Purchasing Agent has not given concurrence - explain in body of Board letter 

(g] Retroactive agreement Date of Prior Notification: 
Date retroactive to: 2-9-2016 
Reason for delay in approval: 

D Emergency situation 
Brief explanation: 

-------

Prolonged negotiations 

-----------------------------
%¡� Other: 

Type of Agreement: 
[g] Personal/Professional Services 
D Construction Project 
0 Equipment / Software 

D State 
D Lease 
D Joint Powers 

D Training 
D Grant 

D Memorandum of Understanding 
D Other -----------------

Brief description of services being contracted: 
Chief Financial Officer and Financial Services for Kern Medical Center. 

Fiscal Impact: $ None ; Source of Funds: NIA ----;=------------ -------.==.-----------
%¡� Budgeted D Not Budgeted D Discretionary D Mandated 

Term of Agreement From: February 9, 2015 To: February 8, 2019 
Provision for Extensions: 

�~� Yes Please explain: Three Additional two-year terms upon mutual agreement of parties 
0No 

Basis of compensation/cost: 
0 Lowbid 
D RFP. - Date of Award: 
D Utilize another governmental agency or Buying Alliance award - Agency: 
�~� Other: Negotiated 

I verify tha tion above is accurate to the best of my knowledge. 

Date 

-----------



AMENDMENT NO. 6 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(County of Kern - Cantu Management Group, Inc.) 

This Amendment No. 6 to the Agreement for Professional Services is made and entered 
into this __ day of _____ , 2016, between the County of Kem, a political subdivision of 
the state of California ("County"), which owns and operates Kem Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kern County Agt. #042-2015, dated January 27, 2015), Amendment No. 1 (Kem County Agt. 
#106-2015, date February 24, 2015), Amendment No. 2 (Kem County Agt. #241-2015, dated 
May 5, 2015), Amendment No. 3 (Kern County Agt. #778-2015, dated October 13, 2015), 
Amendment No. 4 (Kern County Agt. #855-2015, dated November 17, 2015), and Amendment 
No. 5 (Kem County Agt. #097-2016, dated March 1, 2016) ("Agreement"), for the period 
February 9, 2015 through February 8, 2019, whereby Contractor proyides supervision and 
management of the day-to-day financial operations ofKMC; and 

(b) The Board of Supervisors and Cantu (through a third-party representative) have 
developed calendar year 2016 performance measures for the period of February 10, 2016 through 
June 30, 2016 and agree to incorporate them into the Agreement by way of this Amendment, as 
required by paragraph 5 .4 of the Agreement; 

(c) The Agreement is amended effective February 9, 2016; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Exhibit "C-1," Performance Measures Calendar Year 2016, attached hereto and 
incorporated herein by this reference, shall be made part of the Agreement. 

2. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

3. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

4. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

1 



5. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

IN WITNESS WHEREOF, the parties have executed this Amendment No. 6 to the Agreement as 
of the day and year first written above. 

COUNTY OF KERN 

By __________ _ 
Chairman 
Board of Supervisors 

APPROVED AS TO CONTENT: 
CO MINISTRATIVE OFFICE 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

Byd~-
;Deputy 

Arnend6.Cantu Management.OS 1316 

NAGEM NT GROUP, INC. 

By_---4--~=-----~~--
And 
Its President 

2 



EXHIBIT "C-1" 
PERFORMANCE MEASURES 

CALENDAR YEAR 2016 

[See attached] 
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EXHIBIT "C" 

PERFORMANCE MEASURES 

FOR THE PERIO_D BEGINNING FEBRUARY 9, 2016 THROUGH JUNE 30, 2016 

1. Resolution of outstanding audit findings that present an Internal control weakness affecting the financial records or must be resolved prior to the transfer of Kern ' 
Medical Center to the Kern County Hospital Authority 

Audit Report Date Finding • Overview Summary/ Progress (see audit report for detail) 

8997 • Kern Medical 09/01/15 Condition Z • Regular RVU adjustments that resolution requires was·not done. Only sporadic: payments were made to physicians · 
RVU that requested settlement. As of 12/31/14, RVU underpayment due to physicians was $1,032,690.36 and RVU overpayment due 

from 2 former physicians was $576,319.24. Department must adjust RVU compensation ASAP in accordance with applicable 
-· resolution and to provide a more accurate pay with less future adjustments. 

8997 • Kern Medical 09/01/15 Condition 4 • The RVU compensation liability was not reported on previous financial statements. Department is In progress of 

RVU Implementing auditor's recommendation to properly report RVU liability, asset, and prior period adjustment (If applicable). 

8997 - Kern Medical 10/27/15 Significant Deficiency Capital Assets and Equipment Inventory. Department Is in progress of Improving controls and physically 

Capital Assets verifying that capital asset program Is accurately up to date including appropriately purchasing assets from correct account, tagging 

all assets, updating location records, and adding/ delet_lng discrepancies in program. 

8997 • Kern Medical 10/27/15 Significant Deficiency Inventory Adjustment Report (JAR) • Department Is In progress of properly disposing and removing assets 
Capital Assets that are no longer In use from the capital assets program and Implementing better controls. 

8997 • Kern Medical 10/27/15 Significant Deficiency Capitalized Cost• Department Is in progress of properly adjusting capital asset program to report accurate 
Capital Assets cost. 

8997 • Kern Medical 09/01/15 Condition 3 • Auditor recommended that department evaluate and substantiate the need to maintain certain physicians with high 
RVU RVU overpayments Indicating they are underachieving tile RVU compensation model. Department Is In progress of Identify 

physicians required to reimburse overpaid RVU, adjusting salaries, and revising resolution/ individual employment contract 
language as needed. 

8997 - Kern Medical 08/21/12 Significant Deficiency Accuracy of Accruals - Department is In progress of Implementing procedures to ensure the accuracy of their 

Accounts Payable accounts payable accruals by performing aria reviewing monthly reconciliations to analyze and cross check financial statements. 

8997 • Kern Medical · 08/21/12 Material Weakness Banked Holidays. The department needs to obtain BOS authorization for previous ba_nked holidays that were 

Payroll not kept on County's system and not In accordance with County policy so that Auditor-Controller can upload Into the county's 

payroll system. 

8997 - Kern Medical 08/21/12 Significant Deficiency Record Keeping of Vacation and Sick Accruals - The department needs to get all vacation and sick leave 

Payroll accruals Into the county's payroll system. 

8997 • Kern Medical 05/22/12 Significant Deficiency Bank Account• The department needs to provide an up to date reconciliation to the authorized revolving 

Cash fund amount and replenish all reconciling items (including credit card service fees). 

8997 - Kern Medical 05/22/12 Significant Deficiency Cash Count• The department needs to replenish all prior outstanding reconciling variances and monitor 

Cash activities with surprise cash counts, monthly reconciliations, and replenishments. 

8997 • Kern Medical. 05/22/12 Significant Deficiency Petty Cash Fund• The depar:tment needs to replenish all prior outstanding reconciling variances and monitor 

Cash activities with surprise cash counts, monthly reconciliations, and replenishments. 

8997 • Kern Medical 02/03/15 Material Weakness State Receivables and Related Revenues• Management continues to rely on consultants to estimate 

Financial Statements/ 04/14/15 receivables quarterly, review the cost reports, and provide training. The receivables are significant and If management does not 

County's Single Audit have a complete understanding of the assumptions used and the Information required to develop these estimates, then 

management would not be able to identify errors timely. Management must develop their own Internal analyses or analytical tools 

to assess the reasonableness of the estimates provided by the consultants. 

8997 - Kern Medical 09/01/15 Condition 1 • The RVU resolution requires calculation and adjustments to RVU rates and payments quarterly. Rates have not been 

RVU adjusted and therefore physicians were over or under compensated and some have still not been paid or reimbursed. All 

outstanding balances must be settled and physicians that have not been converted to an Individual employment contract must 

adjust their compensation In accordance with the terms of the resolution. 

2. Comprehensive report on effects of the new 1115 Waiver "Medi-Cal 2020 Waiver".on the finances of the Medical Center 

1 

Percentage of Annual 
Performance Measure 

Compensation 

25% 
15% 



 
 
 

Owned and Operated by the County of Kern 
A Designated Public Hospital 

1700 Mount Vernon Avenue | Bakersfield, CA 93306 | (661) 326-2000 | KernMedical.com 

BOARD OF GOVERNORS 
KERN COUNTY HOSPITAL AUTHORITY REGULAR MEETING 

 
 

August 17, 2016 
 

SUBJECT: Proposed retroactive Amendment No. 7 with Cantu Management 
Group Inc.   
 
Recommended Action: Approve; Authorize Chairman to sign. 
 
Summary: 

 
Kern Medical requests proposed retroactive Amendment No. 7 to Agreement 042-2015 with 
Cantu Management Group Inc., for Chief Financial Officer and healthcare financial management 
services, modifying certain terms to clarify the non-solicitation, immediate termination, 
renewal and termination provisions, and incorporating performance measures for FY 2016-
2017, effective July 1, 2016; and adding four positions, deleting one position, increasing the 
monthly management fee by $51,189, from $267,478 to $318,666, and increasing the 
maximum payable by $1,586,843, from $11,057,071 to $12,643,914, effective August 1, 2016.  
 

+ KernMedical 
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AMENDMENT NO. 7 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(Kern County Hospital Authority - Cantu Management Group, Inc.) 

y \'1~ 
~tC.~11)\\ 
~\ 1v 

1,0 l~,,, 

This Amendment No. 7 to J!_ll;_Agreement for Professional Services is made and entered 
into this J..2.!!day of~~. 20 16. between the Kern County Hospital Authority. a county 
hospital authority ("Authority"). which owns and operates Kern Medical Center ('" KMC} and 
Cantu Management Group. Inc., a Cali fornia corporation ("Contractor·} with its principal place 
of bus iness localed at 11907 Privet Place. Bakersfield. California 933 11. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Profess ional Services 
(Kern County Agt. #042-20 15. dated January 27. 20 15). Amendment No. I (Kern County Agt. 
# I 06-2015. date February 24.20 15), Amendment No. 2 (Kern County Agt. #241-2015. dated 
May 5.2015). Amendment No. 3 (Kern County Agt. #778-20 15, dated October 13. 20 I 5). 
Amendment No. 4 (Kern County Agt. #855-2015. dated November 17, 2015). Amendment No. 5 
(Kern County Agt. #097-20 16. dated March I, 2016), Amendment No. 6 (Kern County Agt. 
#608-20 16, dated May 24, 2016). and Assignment of Agreement (Kern County Agt. #362-2016. 
dated April 26. 2016. effective July I, 20 16) (co llecti vely, the "Agreement''). for the period 
February 9.2015 through February 8. 2019. whereby Contractor provides supervision and 
management of the day-to-day financial operations of KMC; and 

(b) It is the intent of the parties to have the terms of the Agreement provide for the 
payment of al I reasonably projected costs and expenses related to the services provided by 
Manager; and 

(c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; 

NOW. THEREFORE. in consideration o f the mutual covenants and conditions 
hereinafter set fo rth and incorporating by this reference the fo regoing recitals. the parties hereto 
agree to amend the Agreement as fo llows: 

I. Effective July I.2016. section I. Term. shall be deleted in its entirety and replaced with 
the fo llowing: 

"I. Term. The initial Lenn (the ·' Initial Term") of this Agreement shall commence 
February 9.20 15 (the ·'Commencement Date"). and shall end february 8.2019. unless 
earlier terminated pursuant to other provisions of this Agreement as herein stated. 
Authority reserves the right to extend the term of this Agreement for three (2) add itional 
two (2) year terms, provided that Authority notifies Contractor in writing of its intent ion 
to renew at least 18 months prior to the expiration of the then current term. Any renewal 
shall be in writing and signed by both parties through a formal amendment to this 
Agreement. .. 
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2. Effective August I. 2016, Section 3, Obligations of Contractor, paragraph 3.5, Contractor 
Staff, shall be deleted in its entirety and replaced with the following: 

.. 3.5 Contractor Staff. Contractor shall engage or employ such qualified 
personnel as are necessary for the proper and efficient financial management of KMC. 
including without limitation, the following: Cantu; one (I) Director of Finance; one (I) 
Director of Business Office; one (I) Director of Patient Access; one (I) Manager of 
Reimbursement; one (I) Front End Revenue Cycle Manager - Inpatient and Emergency 
Department; one (I) Front End Revenue Cycle Manager - Patient Financial Counseling 
and Outpatient Clinics; one (I) Front End Revenue Cycle Manager - Pre-registration and 
Authorization; one (I) Revenue Integrity Manager; one (I) Manager of Decision Support; 
one (I) Authority Board Coordinator; one (1) Director of Human Resources Operations; 
one (I) Manager of Compensation and Benefits; one (I) Financial Planning Director, one 
(I) Hospital Payroll Manager; one (I) Revenue Cycle Systems Support Manager; one ( 1) 
Clinic Practice Manager; one (I) Director of Whole Person Care; one (I) Finance 
Contract Compliance Manager; one (1) Revenue Cycle AR Administration Manager; one 
( 1) Organizational Development Manager; and one (I) IT Infrastructure and Operations 
Manager. All personnel provided by Contractor shall be compensated by Contractor and 
shall be employees or independent contractors of Contractor. Contractor shall be 
responsible for compensating all such engaged or employed persons, including, as 
applicable, payroll taxes, benefits, and workers' compensation insurance. Contractor 
shall be responsible for supervision of activities performed by all employees and 
independent contractors:· 

3. Effective August I, 2016, section 5, Payment for Services, paragraph 5.1. Management 
Fee, shall be deleted in its entirety and replaced with the following: 

"5.1 Management Fee. Authority shall pay Contractor a monthly management 
fee in the amount of $318,666 (the "Management Fee .. ) as follows: Contractor shall be 
entitled to receive two (2) payments per month, each payment being equal to $159,333, 
payable on or before the I 0th day and the 25th day of each month during the term of this 
Agreement. The fiscal provisions of the Management Fee are set forth in Exhibit "B;­
attached hereto and incorporated herein by this reference. Authority shall have no 
obligation to pay the Management Fee set forth in Exhibit "B'' until Contractor has 
incurred such expenses. The Management Fee shall be calculated on a prorated basis as 
positions are filled.'' 

4. Effective August I.2016. section 5, Payment for Services, paragraph 5. 7, Maximum 
Payable, shall be deleted in its entirety and replaced with the following: 

·•s.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,357,106 for year one and $11,286,808 for years two through four, with 
total payment not to exceed $12,643,914 over the four-year Initial Term of this 
Agreement." 

5. Effective July 1.2016, section 33, Non-solicitation, shall be deleted in its entirety. 

2 
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6. Effective July l, 2016, section 38, Termination, paragraph 38.1, Termination with Mutual 
Agreement. shall be deleted in its entirety and replaced with the following: 

"38.1 Termination with Mutual Agreement. The parties may terminate this 
Agreement upon mutual written consent with notice of not less than 18 months:· 

7. Effective July l, 2016, section 41, Liability of Authority, shall be made part of the 
Agreement as follows: 

·'41. Liability of Authority. The liabilities or obligations of Authority with respect to 
its activities pursuant to this Agreement shall be the liabilities or obligations solely of 
Authority and shall not be or become the liabilities or obligations of the County of Kem 
or any other entity, including the state of California:· 

8. Effective August I. 2016, Amendment No. 5 to Exhibit "B;· Fee Schedule, shall be 
deleted in its entirety and replaced with Amendment No. 6 to Exhibit .. s:· Fee Schedule. 
attached hereto and incorporated herein by this reference. 

9. Effective July I.2016. Exhibit "C-2," Performance Measures Calendar Year 2016. 
attached hereto and incorporated herein by this reference, shall be made part of the Agreement. 

I 0. Except as otherwise defined herein, all capitalized terms used in this Amendment have 
the meaning set forth in the Agreement. 

11. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

12. This Amendment may be executed in counterparts, each of which shall be deemed an 
original. but all of which taken together shall constitute one and the same instrument. 

13. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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AMENDMENT NO. 6 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective August I, 2016) 

Cate2ory 

Manaecment Fee 
Salaries: 

• Chief Financial Officer 
• Director of Finance 
• Director of Business Office 
• Hospital Security Director 
• Financial Planning Manager 
• Director of Human Resources Operations 
• Revenue Integrity Manager 
• IT Infrastructure and Operations Manager 
• Manager of Decision Support 
• Hospital Payroll Manager 
• Director of Patient Access 
• Revenue Cycle Systems Support Manager 
• Organizational Development Manager 
• Manager of Compensation and Benefits 
• Manager of Reimbursement 
• Finance Contract Compliance Manager 
• Revenue Cycle AR Administration Manager 
• Clinic Practice Manager 
• Authority Board Coordinator 
• Front End Revenue Cycle Manager- Inpatient and 

Emergency Department 
• Front End Revenue Cycle Manager - Patient Financial 

Counseling and Outpatient Clinics 
• Front End Revenue Cycle Manager - Pre-registration and 

Authorization 

Sub-total (salaries) 

[Continued on next page] 

5 

Amount Total 

$320.000 
$142,500 
$140,000 
$135.000 
$125.000 
$120.000 
$115.000 
$115,000 
$110.000 
$105.000 
$100.000 
$100.000 

$95.000 
$92.000 
$90.000 
$85.000 
$85.000 
$80,000 
$75.000 

$70,000 

$70.000 

$70.000 

$2,439,500 
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Catesmry Amount Total 

Manaeement Fee 
Benefits and Expenses: 

Retirement $238,700 $238,700 
Benefits (health and dental insurance, etc.) $529,000 $529,000 
Insurance and Taxes (payroll, liability, etc.) $485,792 $485.792 
Business Expenses. Education and Travel $131.000 $131.000 
Sub-total (benefits and expenses) $1,384,492 

Total (salaries, benefits, and expenses) $3,823,992 

Performance Fee Potential $48,000 $48,000 
Total $48,000 

Grand Total (annual not to exceed amount) $3,871,992 

[Intentionally left blank] 
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... 

Indicator 

Net Income (A) 

Cash Collections (B) 

Materials Management - People Soft 

Information Technology - Cerner 
Ambulatory 

lnforn1ation Technology - Funded 
Infrastructure Projects 

Total 

EXHIBIT "C-2" 
PERFORMANCE MEASURES 

FISCAL YEAR 2016-2017 
(Effective July I, 2016) 

Percentage FY 2017 Q-1 

30% Budget 

30% $1,000,000 

F\' 2017 Q-2 

Budget 

$1,000,000 

FY 2017 Q-3 

Budget 

$1.000.000 

FY 2017 Q-4 

Budget 

$1.000.000 

20% Adopted PeopleSoft Project Plan 

10% 

10% 

100% 

Adopted Cerner Ambulatory Project Plan 

Adopted Infrastructure Project Plan 

(A) Net Income - If year-to-date goal is achieved, quarterly measures will be considered I 00% 

(B) Cash Collections - If year-to-date goal is achieved. quarterly measures will be considered I 00% 
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Owned and Operated by the Kern County Hospital Authority 
A Designated Public Hospital 

1700 Mount Vernon Avenue | Bakersfield, CA 93306 | (661) 326-2000 | KernMedical.com 

BOARD OF GOVERNORS 
KERN COUNTY HOSPITAL AUTHORITY REGULAR MEETING 

 
 
November 16, 2016 
 
Subject: Proposed Amendment No. 8 to Agreement 042-2015 with Cantu Management 
Group, Inc.  
 
Recommended Action: Approve; Authorize Chairman to sign 
 
Summary: 
 
Kern Medical requests proposed Amendment No. 8 to Agreement 042-2015 with Cantu 
Management Group, Inc., an independent contractor, for Chief Financial Officer and healthcare 
financial management services, adding certain terms to provide for the hiring of additional staff 
at cost plus benefits, and increasing the maximum payable by $4,236,774, from $12,643,914 to 
$16,880,688, to cover the additional expenses.   
 

   
 
 
 
 

KernMedical 
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AMENDMENT NO. 8 
TO 

AGREEMENT FOR PROFESSIONAL SERVICES 
INDEPENDENT CONTRACTOR 

(Kern County Hospital Authority - Cantu Management Group, Inc.) 

RECEIVED 
~v 1 s 201& 

This Amendment No. 8 to the Agreement for Professional Services is made and entered 
into this " day of /1arV . , 2016, between the Kem County Hospital Authority, a county 
hospital authority ("Authority"), which owns and operates Kem Medical Center ("KMC"), and 
Cantu Management Group, Inc., a California corporation ("Contractor"), with its principal place 
of business located at 11907 Privet Place, Bakersfield, California 93311. 

RECITALS 

(a) The parties have heretofore entered into an Agreement for Professional Services 
(Kem County Agt. #042-2015, dated January 27, 2015), Amendment No. 1 (Kem County Agt. 
#106-2015, date February 24, 2015), Amendment No. 2 (Kem County Agt. #241-2015, dated 
May 5, 2015), Amendment No. 3 (Kem County Agt. #778-2015, dated October 13, 2015), 
Amendment No. 4 (Kem County Agt. #855-2015, dated November 17, 2015), Amendment No. 5 
(Kem County Agt. #097-2016, dated March I, 2016), Amendment No. 6 (Kem County Agt. 
#608-2016, dated May 24, 2016), Assignment of Agreement (Kem County Agt. #362-2016, 
dated April 26, 2016, effective July l , 2016), and Amendment No. 7 (Agt. #2016-055) 
(collectively, the "Agreement"), for the period February 9, 2015 through February 8, 2019, 
whereby Contractor provides supervision and management of the day-to-day financial operations 
ofKMC; and 

(b) It is the intent of the parties to have the terms of the Agreement provide for the 
payment of all reasonably projected costs and expenses related to the services provided by 
Manager; and 

(c) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; 

NOW, THEREFORE, in consideration of the mutual covenants and conditions 
hereinafter set forth and incorporating by this reference the foregoing recitals, the parties hereto 
agree to amend the Agreement as follows: 

1. Section 1, Te1m, shall be amended to read as follows: 

" I. Term. The initial term (the "Initial Term") of this Agreement shall commence 
February 9, 2015 (the "Commencement Date"), and shall end February 8, 20 19, unless 
earlier te1minated pursuant to other provisions of this Agreement as herein stated. 
Authority reserves the right to extend the te1m of this Agreement for three (3) additional 
two (2) year terms, provided that Authority notifies Contractor in writing of its intention 
to renew at least 18 months prior to the expiration of the then current term. Any renewal 
shall be in writing and signed by both parties through a formal amendment to this 
Agreement." 
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2. Effective November 16, 2016, section 3, Obligations of Contractor, paragraph 3 .12, 
Additional Staff, shall be made part of the Agreement as follows: 

"3. 12 Additional Staff. Notwithstanding paragraph 3.5, Contractor shall engage 
or employ such additional qualified personnel as may be requested by Authority for the 
proper and efficient management of KMC. All personnel provided by Contractor shall be 
compensated by Contractor and shall be employees or independent contractors of 
Contractor. Contractor shall be responsible for compensating all such engaged or 
employed persons, including, as applicable, payroll taxes, benefits, and workers' 
compensation insurance. Contractor shall be responsible for supervision of activities 
performed by all employees and independent contractors." 

3. Effective November 16, 2016, section 5, Payment for Services, paragraph 5.8, Staffing 
Fee, shall be made pait of the Agreement as follows: 

"5.8 Staffing Fee. Authority shall pay Contractor a monthly staffing fee (the 
"Staffing Fee") for additional staff engaged or employed by Contractor pursuant to 
paragraph 3.12, based on the hourly rates set forth in Authority's Standardized Salary 
Schedule plus 49%. Authority shall have no obligation to pay the Staffing Fee set fo1th 
in this paragraph until Contractor has incurred such expenses. The Staffing Fee shall be 
calculated on a prorated basis as positions are filled ." 

4. Effective November 16, 2016, section 5, Payment for Services, paragraph 5.7, Maximum 
Payable, shall be deleted in its entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $1,357, I 06 for yeai· one and $ 15,523,582 for years two through four, with 
total payment not to exceed $16,880,688 over the four-year Initial Term of this 
Agreement." 

5. Except as othe1wise defined herein, all capitalized terms used in this Amendment have 
the meaning set f01th in the Agreement. 

6. This Amendment shall be governed by and const1ued in accordance with the laws of the 
state of California. 

7. This Amendment may be execttted in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

8. Except as provided herein, all other terms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 8 to the 
Agreement as of the day and year first written above. 

CANTU NT GROUP, INC. 

Its President 

KERN COUNTY HOSPITAL AUTHORITY 

By~ 
amnan 

Board of Governors 

APPROVED AS TO CONTENT: 
KERN MEDICAL CENTER 

¼;,~°?:4·-
By I {/-

Russell V. Judd 
Chief Executive Officer 

APPROVED AS TO FORM: 
OFFICE OF COUNTY COUNSEL 

By ~A-~ 
Chief Deputy 

Amcnd8.Cantu Managcmcot. 1103 16 
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Owned and Operated by the Kern County Hospital Authority 
A Designated Public Hospital 

1700 Mount Vernon Avenue | Bakersfield, CA 93306 | (661) 326-2000 | KernMedical.com 

BOARD OF GOVERNORS 
KERN COUNTY HOSPITAL AUTHORITY REGULAR MEETING 

  
  
September 20, 2017  
  
Subject:  Proposed Amendment No. 9 to Agreement 042-2015 with Cantu Management Group, Inc.  
 
Recommended Action:  Approve; Authorize Chairman to sign 
 
Summary: 
 
Kern Medical requests your Board approve Amendment No. 9 to Agreement 042-2015 with Cantu 
Management Group, Inc.  Kern Medical entered into the Agreement with Mr. Cantu on February 9, 2015, 
for Chief Financial Officer and healthcare financial management services.  The proposed Amendment 
extends the term for an additional two years from February 9, 2019, through February 8, 2021; deletes 
seven positions and adds three positions from this list of staff reflected in Exhibit “B”; decreases the 
monthly management fee by $56,122, from $318,666 to $262,544, as a result of deleting certain 
positions; decreases the monthly staffing fee for additional staff by 5%, from 49% to 44%; revises the 
methodology for payment of the performance fee from quarterly to annually; incorporates performance 
measures for FY 2017-2018; modifies certain terms to comply with applicable law and authority policy; 
and increases the maximum payable by $13,157,552, from $16,880,688 to $30,038,240.  The proposed 
changes are effective October 1, 2017. 
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2. Section 3, Obligations of Contractor, paragraph 3.5, Contractor Staff, shall be deleted in 
its entirety and replaced with the following: 

"3.5 Contractor Staff. Contractor shall engage or employ such qualified personnel as 
are necessary for the proper and efficient financial management of KMC, including without 
limitation, the following: Cantu; one (I) Director of Finance; one (I) Director of Business 
Office; one ( 1) Director of Patient Access; one (I) Manager of Reimbursement; one (I) Front 
End Revenue Cycle Manager- Inpatient and Emergency Department; one (1) Front End 
Revenue Cycle Manager - Patient Financial Counseling and Outpatient Clinics; one (1) Front 
End Revenue Cycle Manager - Pre-registration and Authorization; one ( 1) Revenue Integrity 
Manager; one (1) Manager of Decision Support; one (1) Administrative Coordinator; one (I) 
Financial Planning Director; one (1) Hospital Payroll Manager; one ( 1) Revenue Cycle Systems 
Support Manager; one (1) Finance Contract Compliance Manager; one (l) Revenue Cycle AR 
Administration Manager; one (1) Front End Revenue Cycle Manager - Cemer Registration; and 
one (I) Director of Materials Management. All personnel provided by Contractor shall be 
compensated by Contractor and shall be employees or independent contractors of Contractor. 
Contractor shall be responsible for compensating all such engaged or employed persons, 
including, as applicable, payroll taxes, benefits, and workers' compensation insurance. 
Contractor shall be responsible for supervision of activities performed by all employees and 
independent contractors." 

3. Section 5, Payment for Services, paragraph 5.1, Management Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.1 Management Fee. Authority shall pay Contractor a monthly management 
fee in the amount of $262,544.33 (the "Management Fee") as follows: Contractor shall be 
entitled to receive two (2) payments per month, each payment being equal to 
$131 ,272.16, payable on or before the 10th day and the 25th day of each month during 
the term of this Agreement. The fiscal provisions of the Management Fee are set forth in 
Exhibit "B," attached hereto and incorporated herein by this reference. Authority shall 
have no obligation to pay the Management Fee set forth in Exhibit "B" until Contractor 
has incun-ed such expenses. The Management Fee shall be calculated on a prorated basis 
as positions are filled." 

4. Section 5, Payment for Services, paragraph 5.3, Performance Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.3 Annual Performance Fee. In addition to the Management Fee payable 
under paragraph 5.1 , Contractor shall be eligible to receive from Authority an annual 
performance fee in the amount of $48,000 (the "Perfom1ance Fee"), upon successful 
completion of the performance measures set forth in Exhibit "C," attached hereto and 
incorporated herein by this reference. Payment shall be made within 60 days of the end 
of each fiscal year. The Performance Fee may be adjusted annually on the mutual 
agreement of the parties. If the parties are unable to reach an agreement concerning the 
Performance Fee before the applicable anniversary date, the Annual Performance Fee 
cwTently in effect will remain in effect until an agreement is reached, subject to possible 

2 
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retroactive adjustment as may be mutually agreed. Any adjustment in the Performance 
Fee shall be in writing and signed by both parties through a formal amendment to this 
Agreement." 

5. Section 5, Payment for Services, paragraph 5.7, Maximum Payable, shall be deleted in its 
entirety and replaced with the following: 

"5.7 Maximum Payable. The maximum payable under this Agreement shall 
not exceed $30,038,240 over the six-year Term of this Agreement." 

6. Section 5, Payment for Services, paragraph 5.8, Staffing Fee, shall be deleted in its 
entirety and replaced with the following: 

"5.8 Staffing Fee. Authority shall pay Contractor a monthly staffing fee (the 
"Staffing Fee") for additional staff engaged or employed by Contractor pmsuant to 
paragraph 3.12, based on the hourly rates set forth in Authority's Standardized Salary 
Schedule plus 44%. Authority shall have no obligation to pay the Staffing Fee set forth 
in this paragraph until Contractor has incurred such expenses. The Staffing Fee shall be 
calculated on a prorated basis as positions are filled." 

7. Section 27, Insurance, shall be deleted in its entirety and replaced with the following: 

"27. Insurance. With respect to performance of work under this Agreement, 
Contractor shall maintain and shall require all of its subcontractors, consultants, and other 
agents to maintain, insurance as described in Exhibit "F," attached hereto and 
incorporated herein by this reference." 

8. Amendment No. 6 to Exhibit "B," Fee Schedule, shall be deleted in its entirety and 
replaced with Amendment No. 7 to Exhibit "B," Fee Schedule, attached hereto and incorporated 
herein by this reference. 

9. Exhibit "C-3," Performance Measures Fiscal Year 2017-2018, attached hereto and 
incorporated herein by this reference, shall be made part of the Agreement. 

10. Exhibit "E," HIPAA Business Associate Addendum, shall be deleted in its entirety and 
replaced with Amendment No. 1 to Exhibit "E," HIP AA Business Associate Addendum, 
attached hereto and incorporated herein by this reference. 

11. Exhibit "F," Insurance, attached hereto and incorporated herein by this reference, shall be 
made part of the Agreement. 

12. Except as otherwise defined herein, all capitalized terms used in this Amendment have the 
meaning set forth in the Agreement. 

13. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 

3 
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14. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which taken together shall constitute one and the same instrument. 

15. Except as provided herein, all other te1ms, conditions and covenants of the Agreement 
and any and all amendments thereto shall remain in full force and effect. 

[Signatures follow on next page] 
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IN WITNESS WHEREOF, the parties have executed this Amendment No. 9 to the 
Agreement as of the day and year first written above. 

::NTU o;:;:JJ;OUP, WC 

Andrew Cantu 
Its President 

KERN COUNTY HOSPITAL AUTHORJTY 

Board of Governors 

APPROVED AS TO CONTENT: 
KERN MEDICAL CENTER 

By 0 .Jl,'l ?•P'-
Russell V. Judd 
Chief Executive Officer 

APPROVED AS TO FORM: 
LEGAL SERVICES DEPARTMENT 

By~-~ 
VP & General Counsel 
Kem County Hospital Authority 

Amend9.Cantu Management.090617 
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AMENDMENT NO. 7 
TO 

EXHIBIT "B" 
FEE SCHEDULE 

Cantu Management Group, Inc. 
(Effective October 1, 2017) 

Category 

Management Fee 
Salaries: 

• Chief Financial Officer 

• Director of Finance 

• Director of Business Office 

• Financial Planning Director 

• Revenue Integrity Manager 

• Manager of Decision Support 

• Hospital Payroll Manager 

• Director of Patient Access 

• Revenue Cycle Systems Support Manager 

• Manager of Reimbursement 

• Administrative Coordinator 

• Front End Revenue Cycle Manager - Inpatient and 
Emergency Department 

• Front End Revenue Cycle Manager - Patient Financial 
Counseling and Outpatient Clinics 

• Front End Revenue Cycle Manager - Pre-registration 
and Authorization 

• Front End Revenue Cycle Manager - Cemer 
Registration 

• Finance Contract Compliance Manager 

• Revenue Cvcle AR Administration Manager 

• Director of Materials Management 

Sub-total (salaries) 

[Continued on next page] 
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Amount Total 

$320,000 
$142,500 
$140,000 
$125,000 
$1 15,000 
$110,000 
$105,000 
$100,000 
$100,000 
$90,000 
$75,000 
$70,000 

$70,000 

$70,000 

$70,000 

$85,000 
$85,000 
$150,000 

$2,022,500 
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Cate2ory Amount Total 

Mana2ement Fee 
Benefits and Expenses: 

• Retirement $197,000 $197,000 

• Benefits (health and dental insurance, etc.) $429,000 $429,000 

• Insurance and taxes (payroll, liability, etc.) $397,032 $397,032 

• Business expenses, education, and travel $105,000 $105,000 

Sub-total (benefits and expenses) $1,128,032 

Total (salaries, benefits, and expenses) $3.150,532 

Performance Fee Potential $48,000 $48,000 
Total $48.000 

Grand Total (annual not to exceed amount) $3,198,532 

[Intentionally left blank] 

7 



SEIU.521-PRA-KCHA-00052

EXHIBIT "C-3" 
PERFORMANCE MEASURES 

FISCAL YEAR 2017-2018 
(Effective July 1, 2017) 

[Attached] 
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Cantu Management Performance Measures 
Fiscal Year 2017-2018 

(Effective July 1, 2017) 

Indicator 

Net Income (A) 

Cash Collections (B) 

Materials Management ( C ) - Supply Reduction/GPO Contract Compliance 

Patient Experience 

Cash Management (0) 

Accounts Payable Conversion and Portal Implementation (E) 

Total 

Percentage 

20% 

20% 

15% 

15% 

15% 

15% 

100% 

A) Net Income - If Year to Oate goal is achieved, quarterly measures will be considered 100%. 

B) Cash Collections - If Year to Date goal is achieved, quarterly measures will be considered 100%. 

C) Materials Management -

1) Greater than 90% GPO Compliance 

D) Cash Management -

1) Days in AR < 75 

2) Secure Cerner Financing 

3) Secure MOB Financing 

4) Capitation Agreement 

5) Cost Accounting Service Line Reporting/ Physician Reporting 

E) Electronic Payment Solutions -

1) ACH, Peard, Discounting Program 

2) E-lnvoicing Solution - Eliminate Manual entry 

3) Supplier Portal - Inquiry/Statement Reconciliation 

4) Supplier Registration - On-line Boarding 

FY 2017 Qtr 1 I FY 2017 Qtr 2 I FY 2017 Qtr 3 I FY 2017 Qtr 4 

Budget Budget Budget Budget 

$ 51,750,000 $ 51,750,000 $ 51,750,000 $ 51,750,000 

See Note Below 

Adopted Percent Improvement from Baseline 

Treasury Reporting Oashboard and Controls/ Secure Financing 

See Note Below 
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AMENDMENT NO. I 
TO 

EXHIBIT "D" 
HIPAA BUSINESS ASSOCIATE ADDENDUM 

This Business Associate Agreement ("BAA") is entered into by and between the Kem 
County Hospital Authority on behalf of Kem Medical Center ("Covered Entity") and Cantu 
Management Group, Inc., a California corporation ("Business Associate") (each a "Party" and 
collectively the "Parties"), effective as of October I, 2017 (the "Effective Date"). 

RECITALS 

WHEREAS, Covered Entity is a "Covered Entity" as that term is defined under the 
Health Insurance Portability and Accountability Act of 1996 (Public Law 104-191 ), as amended, 
("HIPAA"), and the regulations promulgated thereunder by the Secretary of the U.S. 
Department of Health and Human Services ("Secretary"), including, without limitation, the 
regulations codified at 45 C.F.R. Parts 160, 162, and 164 ("HIP AA Rules"); 

WHEREAS, Business Associate performs Services for or on behalf of Covered Entity, 
and in performing said Services, Business Associate creates, receives, maintains, or transmits 
Protected Health Information ("PHI"); 

WHEREAS, the Parties intend to protect the privacy and provide for the security of PHI 
Disclosed by Covered Entity to Business Associate, or received or created by Business 
Associate, when providing Services in compliance with HIP AA, the Health Information 
Technology for Economic and Clinical Health Act (Public Law 111-005) (the "HITECH Act") 
and its implementing regulations and guidance issued by the Secretary; and 

WHEREAS, the Privacy and Security Rules (defined below) require Covered Entity and 
Business Associate to enter into a BAA that meets certain requirements with respect to the Use 
and Disclosure of PHI, which are met by this BAA. 

AGREEMENT 

NOW THEREFORE, in consideration of the Recitals and for other good and valuable 
consideration, the receipt and adequacy of which is hereby acknowledged, the Parties agree as 
follows: 

ARTICLE I 
DEFINITIONS 

1.1 "Breach" shall have the meaning given under 45 C.F.R. § 164.402. 

1.2 "Breach Notification Rule" shall mean the Breach Notification for Unsecured 
Protected Health Information interim final rule at 45 C.F.R. Parts 160 and 164, Subpart D, as 
may be amended from time to time. 

9 



SEIU.521-PRA-KCHA-00055

1.3 
§ 164.501. 

"Designated Record Set" shall have the meaning given such term under 45 C.F.R. 

1.4 "Disclose" and "Disclosure" mean, with respect to PHI, the release, transfer, 
provision of access to, or divulging in any other manner of PHI outside of Business Associate or 
to other than members of its Workforce, as set forth in 45 C.F.R. § 160. 103 . 

1.5 "Electronic PHI" or "e-PHI" means PHI that is transmitted or maintained in 
electronic media, as set forth in 45 C.F.R. § 160.103. 

1.6 "Protected Health Information" and "PHI" mean any information created, 
received or maintained by Business Associate on behalf of Covered Entity, whether oral or 
recorded in any form or medium, that: (a) relates to the past, present or future physical or mental 
health or condition of an Individual; the provision of health care to an Individual, or the past, 
present or future payment for the provision of health care to an individual; (b) identifies the 
Individual (or for which there is a reasonable basis for believing that the information can be used 
to identify the Individual); and (c) shall have the meaning given to such term under the Privacy 
Rule at 45 C.F.R. § 160.103. Protected Health Information includes e-PHI. 

1. 7 "Privacy Rule" shall mean the Standards for Privacy oflndividually Identifiable 
Health Information at 45 C.F.R. Parts 160 and 164, Subparts A and E, as may be amended from 
time to time. 

1.8 "Security Rule" shall mean the Security Standards at 45 C.F .R. Parts 160 and 164, 
Subparts A and C, as may be amended from time to time. 

1.9 "Services" shall mean the services for or functions on behalf of Covered Entity 
performed by Business Associate pursuant to any service agreement(s) between Covered Entity 
and Business Associate which may be in effect now or from time to time (the "Underlying 
Agreement"), or, if no such agreements are in effect, then the services or functions performed by 
Business Associate that constitute a Business Associate relationship, as set forth in 45 C.F.R. § 
160. 103. 

1.10 "Subcontractor" shall have the meaning given to such term under 45 C.F.R. § 
160.103 . 

1.11 "Unsecured PHI" shall have the meaning given to such term under 42 U.S.C. § 
l 7932(h), 45 C.F.R. § 164.402, and guidance issued pursuant to the HITECH Act including, but 
not limited to the guidance issued on April 17, 2009 and published in 74 Federal Register 19006 
(April 27, 2009) by the Secretary. 

1.1 2 "Use" or "Uses" mean, with respect to PHI, the sharing, employment, application, 
utilization, examination or analysis of such PHI within Business Associate' s internal operations, 
as set forth in 45 C.F.R. § 160.103 . 

1.13 "Workforce" shall have the meaning given to such term under 45 C.F.R.§ 160.103 
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Capitalized terms not otherwise defined in this Agreement shall have the meanings given to them 
in HIP AA or the HITECH Act, as applicable. 

ARTICLE II 
OBLIGATIONS OF BUSINESS ASSOCIATE 

2.1 Permitted Uses and Disclosures of Protected Health lnfonnation. Business 
Associate shall not Use or Disclose PHI other than as permitted or required by any Underlying 
Agreement, this BAA, or as Required by Law. Business Associate shall not Use or Disclose PHI 
in any manner that would constitute a v iolation of the Privacy Rule ifso Used or Disclosed by 
Covered Entity, except that Business Associate may Use or Disclose PHI (i) for the proper 
management and administration of Business Associate; (ii) to carry out the legal responsibilities 
of Business Associate, provided that with respect to any such Disclosure either: (a) the 
Disclosure is Required by Law; or (b) Business Associate obtains a written agreement from the 
person to whom the PHI is to be Disclosed that such person will hold the PHI in confidence and 
shall not Use and further Disclose such PHI except as Required by Law and for the purpose(s) 
for which it was Disclosed by Business Associate to such person, and that such person will 
notify Business Associate of any instances of which it is aware in which the confidentiality of the 
PHI has been breached. Business Associate may perfoim Services, including Data Aggregation 
for the Health Care Operations purposes of Covered Entity and de-identification of PHI in 
accordance with 45 C.F.R. § 164.514, if required by any Underlying Agreement or with the 
advance written permission of Covered Entity. 

2.2 Adequate Safeguards of PHI. Business Associate shall implement and maintain 
appropriate safeguards to prevent Use or Disclosure of PHI other than as provided for by this 
BAA. Business Associate shall reasonably and appropriately protect the confidentially, integrity, 
and availability of e-PHI that it creates, receives, maintains or transmits on behalf of Covered 
Entity and shall comply with Subpart C of 45 C.F.R. Part 164 to prevent Use or Disclosure of 
PHI other than as provided for by this BAA. 

2.3 Repo1ting Non-Permitted Use or Disclosure. 

2.3.1 Reporting Security Incidents and Non-Permitted Use or Disclosure. 
Business Associate shall report to Covered Entity in writing each Security Incident or 
Use or Disclosure that is made by Business Associate, members of its Workforce, or 
Subcontractors that is not specifically permitted by this BAA no later than twenty-four 
(24) hours days after becoming aware of such Security Incident or non-permitted Use or 
Disclosure, in accordance with the notice provisions set forth herein. Notwithstanding 
the foregoing, Business Associate and Covered Entity acknowledge the ongoing 
existence and occurrence of attempted but ineffective Security Incidents that are trivial in 
nature, such as pings and other broadcast service attacks, and Covered Entity 
acknowledges and agrees that no additional notification to Covered Entity of such 
ineffective Secwity Incidents is required, as long as no such incident results in 
unauthorized access, Use or Disclosure of PHI. Business Associate shall investigate each 
Security Incident or non-permitted Use or Disclosure of Covered Entity's PHI that it 
discovers to determine whether such Security Incident or non-permitted Use or 
Disclosure constitutes a repoitable Breach of Unsecured PHI and shall provide a 

11 



SEIU.521-PRA-KCHA-00057

summary of its investigation and risk assessment to Covered Entity. Business Associate 
shall document and retain records of its investigation of any suspected Breach, including 
its reports to Covered Entity under this Section 2.3 .1. Business Associate shall take 
prompt corrective action and any action required by applicable state or federal laws and 
regulations relating to such Security Incident or non-permitted disclosure. If Business 
Associate or Covered Entity, in its review of this initial report, determines that such 
Security Incident or non-permitted Use or Disclosure constitutes a reportable Breach of 
Unsecured PHI, then Business Associate shall comply with the additional requirements of 
Section 2.3.2 below. 

2.3.2 Breach of Unsecured PHI. If Business Associate or Covered Entity 
determines that a reportable Breach of Unsecured PHI has occurred, Business Associate 
shall provide a written report to Covered Entity without unreasonable delay but no later 
than five (5) calendar days after discovery of the Breach. To the extent that information 
is available to Business Associate, Business Associate' s written report to Covered Entity 
shall be in accordance with 45 C.F.R. § 164.410( c ). Business Associate shall cooperate 
with Covered Entity in meeting Covered Entity's obligations under the HIPAA Rules 
with respect to such Breach. Covered Entity shall have sole control over the timing and 
method of providing notification of such Breach to the affected individual(s), the 
Secretary and, if applicable, the media. Business Associate shall reimburse Covered 
Entity for its reasonable and actual costs and expenses in providing the notification, 
including, but not limited to, any administrative costs associated with providing notice, 
printing and mailing costs, public relations costs, and costs of mitigating the harm (which 
may include the costs of obtaining credit monitoring services and identity theft insurance) 
for affected individuals whose PHI has or may have been compromised as a result of the 
Breach. 

2.3.3 Data Breach Notification and Mitigation under Other Laws. In addition to 
the requirements of Sections 2.3. l and 2.3.2, Business Associate agrees to implement 
reasonable systems for the discovery and prompt reporting of any breach of individually 
identifiable info1mation (including but not limited to PHI, and referred to hereinafter as 
"Individually Identifiable Information") that, if misused, disclosed, lost or stolen, 
Covered Entity believes would trigger an obligation under applicable state security 
breach notification laws ("State Breach") to notify the individuals who are the subject of 
the information. Business Associate agrees to: (i) cooperate and assist Covered Entity 
with any investigation into any State Breach or alleged State Breach; (ii) cooperate and 
assist Covered Entity with any investigation into any State Breach or alleged State 
Breach conducted by a state agency or Attorney General; (iii) comply with Covered 
Entity's determinations regarding Covered Entity's and Business Associate's obligations 
to mitigate to the extent practicable any potential harm to the individuals impacted by the 
State Breach; and (iv) assist with the implementation of any decision by Covered Entity 
or any State agency to notify individuals impacted or potentially impacted by a State 
Breach. 

2.4 Mitigation. Business Associate agrees to mitigate, to the extent practicable, any 
harmful effect that is known to Business Associate of a Use or Disclosure of PHI by Business 
Associate in violation of the requirements of this BAA. 
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2.5 Use of Subcontractors. Business Associate shall require each of its 
Subcontractors that creates, maintains, receives, or transmits PHI on behalf of Business 
Associate, to execute a Business Associate Agreement that imposes on such Subcontractors 
substantially the same restrictions, conditions, and requirements that apply to Business Associate 
under this BAA with respect to PHI. 

2.6 Access to Protected Health Information. To the extent that Business Associate 
maintains a Designated Record Set on behalfofCovered Entity and within fifteen (15) days of a 
request by Covered Entity, Business Associate shall make the PHI it maintains ( or which is 
maintained by its Subcontractors) in Designated Record Sets available to Covered Entity for 
inspection and copying, or to an Individual to enable Covered Entity to fulfill its obligations 
under 45 C.F.R. § 164.524. If Business Associate maintains PHI in a Designated Record Set 
electronically, Business Associate shall provide such information in the electronic form and 
format requested by the Covered Entity if it is readily reproducible in such form and format, and, 
if not, in such other form and format agreed to by Covered Entity to enable Covered Entity to 
fulfill its obligations under 45 C.F.R. § 164.524(c)(2). Business Associate shall notify Covered 
Entity within five (5) days ofreceipt of a request for access to PHI from an Individual. 

2.7 Amendment of Protected Health Information. To the extent that Business 
Associate maintains a Designated Record Set on behalf of Covered Entity and within fifteen ( 15) 
days of a request by Covered Entity, Business Associate shall amend the PHI it maintains ( or 
which is maintained by its Subcontractors) in Designated Record Sets to enable the Covered 
Entity to fulfill its obligations under 45 C.F.R. § 164.526. Business Associate shall notify 
Covered Entity within five ( 5) days ofreceipt of a request for amendment of PHI from an 
Individual. 

2.8 Accounting. Within thirty (30) days of receipt of a request from Covered Entity 
or an Individual for an accounting of disclosures of PHI, Business Associate and its 
Subcontractors shall make available to Covered Entity the information required to provide an 
accounting of disclosures to enable Covered Entity to fulfill its obligations under 45 C.F.R. § 
164.528 and 42 U.S.C. § 17935(c). Business Associate shall notify Covered Entity within five 
(5) days of receipt of a request by an Individual or other requesting party for an accounting of 
disclosures of PHI from an Individual. 

2.9 Delegated Responsibilities. To the extent that Business Associate carries out one 
or more of Covered Entity's obligations under Subpart E of 45 C.F.R. Part 164, Business 
Associate must comply with the requirements of Subpart E that apply to the Covered Entity in 
the perfo1mance of such obligations. 

2.10 Availability of Internal Practices, Books, and Records to Government. Business 
Associate agrees to make internal practices, books, and records, including policies and 
procedures and PHI, relating to the use and disclosure of PHI received from, created, maintained, 
or transmitted by Business Associate on behalf of Covered Entity promptly available for 
inspection and copying to the Secretary, in a time and manner designated by the Secretary, for 
purposes of the Secretary determining Covered Entity' s or Business Associate' s compliance with 
the HIP AA Rules. 1n addition, Business Associate agrees that Covered Entity shall have the 
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right to audit and monitor all applicable activities and records of Business Associate to determine 
Business Associate's compliance with the HIP AA Rules and shall promptly make available to 
Covered Entity such books, records, or other information relating to the Use and Disclosure of 
PHI provided, created, received, maintained or transmitted by Business Associate on behalf of 
Covered Entity for such purpose. 

2.11 Minimum Necessary. Business Associate (and its Subcontractors) shall, to the 
extent practicable, limits its request, Use, or Disclosure of PHI to the minimum amount of PHI 
necessary to accomplish the purpose of the request, Use or Disclosure, in accordance with 42 
U.S.C. § 17935(b) and 45 C.F.R. § 164.502(b)(l) or any other guidance issued thereunder. 

2.12 Acknowledgement. Business Associate acknowledges that it is obligated by law 
to comply and represents and warrants that it shall comply, with HIP AA, the HITECH Act, and 
the HIP AA Rules. Business Associate shall comply with all applicable state privacy and security 
laws, to the extent that such state laws are not preempted by HIP AA or the HITECH Act. 

3.1 

ARTICLE III 
OBLIGATIONS OF COVERED ENTITY 

Covered Entity' s Obligations. 

3.1.1 Covered Entity shall notify Business Associate of any limitation(s) in the 
Notice of Privacy Practices of Covered Entity under 45 C.F.R. 164.520, to the extent that 
such limitation may affect Business Associate' s Use or Disclosure of PHI. 

3 .1.2 Covered Entity shall notify Business Associate of any changes in, or 
revocation of, the permission by an individual to Use or Disclose his or her PHI, to the 
extent that such changes may affect Business Associate's Use or Disclosure of PHI. 

3.1.3 In the event Covered Entity agrees with an Individual to any restrictions 
on Use or Disclosure of PHI pursuant to 45 C.F.R. § 164.522(a) or if Covered Entity 
determines that it is obligated to accommodate a reasonable request of an Individual to 
receive communications of PHI pursuant to 45 C.F.R. § 164.522(b), Covered Entity 
promptly shall notify Business Associate of the same, as well as any revocation or 
modification of the same, and Business Associate thereupon shall observe such restriction 
or accommodation ( or revocation or modification, if any, thereof) to the extent applicable 
to its Use or Disclosure of PHI hereunder, notwithstanding any other provision hereof, 
except as otherwise required by law. 

3.1.4 Covered Entity agrees to obtain any consent or authorization that may be 
required under HIP AA or any other applicable law and/or regulation prior to furnishing 
Business Associate with PHI. 

3.1.5 Covered Entity shall not request Business Associate to make any Use or 
Disclosure of PHI that would not be permitted under HIP AA if made by Covered Entity. 
Covered Entity agrees to fulfill its obligations under this BAA in a timely manner. 
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