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- FINANCIAL STATEMENT AUDIT

‘Pima Healt System and
‘Services (System) issues
financial statements
annually. The System is

-responsible for preparing -

financial statqnents
maintaining strong
Intemal contrqls, and’
demonstratlng

. compliance with its

contractual -~

arrangements with the

Arizona Health Care Cost

(AHCCCS). As the
auditors, we determined
whether the System has
met its responsibilities.

” The information in the
financial statements is

fairly stated in all material -

respects, and the

~financial statements.can.

"be relied on. Our audit
also determined that the
System maintained
adequate internal
controls and substantially
complied with the .~
AHCCCS contract -

Year Ended June 30, 2005

AUDITOR
GENERAL

Revenues Increased

Pima Health System and Services
administers Pima County’s contracts
with the Arizona Health Care Cost
Containment System to operate
managed care plans. The plans provide
medical services and long-term care to
Pima County and Santa Cruz County
plan members. Medical services are
administered under the AHCCCS plan,
and long-term care and medical
services are administered under the
ALTCS plan.

AHCCCS Health Plan

The AHCCCS plan’s average monthly
membership increased by 26 percent
and its operating revenues increased
by 39 percent during fiscal year 2005.
The increase in operating revenues
resulted from the increase in members
served along with an increase in the
state rates paid for each member
served.

ALTCS Heatth Plan

The ALTCS plan’s average monthly
membership increased by 2 percent
and its operating revenues increased
by 10 percent during fiscal year 2005.
The increase in operating revenues
primarily resulted because the State
increased the rates it pays for the plan’s
members.
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/ Statement of Net Assets \ ‘an be obtalned by Calllng‘ ‘
June 30, 2005 : (602) 553-0333
Assets:
Cash and cash equivalents £ 21,588,907
Receivables 10,008,449 e ‘ ‘ L
Due from other governments 2,487,902 03: \'lt\)lség.‘sittlggt: L :
Capital assets 1,085,247 ‘| www.auditorgen state az.us
Other assets 626,423 o e L
Total assets 35,776,928 || - Contact personfor
. this report:_.
o " Rebecca Rosenberg
Liabilities:
Accrued medical and health care claims 24 556,248
Accrued employee compensation 3,379,160
Due to other Pima County funds 3,667,680
Other liabilities 578339
Total liabilities 32,181,427
Net assets:
Invested in capital assets 1,085,247
Restricted for health care 6,318,896
Unrestricted (deficit) (3.788.642)
\ Total net assets $ 3595 S(y
/ Statement of Revenues, Expenses, \

and Changes in Net Assets
Year Ended June 30, 2005

Operating revenues:

Capitation $ 222,442 449
Reinsurance claims 20,589,347
Cther operaling revenues 2,763,608

Total operating revenues 245,795,404

Operating expenses:

Medical and health care claims 226,391,378
Case management 6,039,970
General, fiscal, and administrative 6,791,214
Other operating expenses 5.407.567
Total operating expenses 244,630,129
Operating income 1,165,275
Nonoperating revenues and expenses, net (341,130)
Increase in net assets 824,145
Net assets—beginning of year 2,771,356

Wassetsmend of year $ 359550 y




STATE OF ARIZONA
DEBRA K. DAVENPORT, CPA QFFICE OF THE WILLIAM THOMSON
ALUDRITOR GENERAL DEPUTY AUDITOR GENERAL

AUDITOR GENERAL

October 21, 2005

Board of Supervisors

Pima County

130 West Congress Street, 11th Floor
Tucson, AZ 85701

Subject: Management Letter

Members of the Board:

In planning and conducting our audit of Pima Health System and Services (System) for the year ended
June 30, 2005, we performed the following as required by U.S. generally accepted auditing standards and
the Arizona Administrative Code, Title 9, Chapters 22 and 28, as detailed in the Reporting Guide for Acute
Health Care Contractors with the Arizona Health Care Cost Containment Systern and the Financial

Reporting Guide for Arizona Long-Term Care Systern Program Contractors with the Arizona Health Care
Cost Containment Systemn:

» Considered the System’s internal controls over financial reporting and

= Tested its compliance with laws and regulations that could have a direct and material effect on its
financial statements.

We noted no internal control weaknesses or instances of noncompliance that we consider to be material
to the financial statements.

This letter is intended solely for the information of the Pima County Board of Supervisors, the Syétem’s

rmanagement, and the Arizona Health Care Cost Containment System and is not intended to be and

should not be used by anyone other than the specified parties. However, this letter is a matter of public
record, and its distribution is not limited.

Should you have any questions conceming its contents, please let us know.

Sincerely,

Auditor General

2910 NORTH 44TH STREET = SUITE 410 « PHOENIX, ARIZONA B5018 « (6§02) 553-0333 » FAX (502) 553-0051
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STATE OF ARIZONA
DEBRA K. DAVENPORT, CPA OFFICE OF THE ' WILLIAM THOMSON
AUDITOR GENERAL DEPUTY AUDITUR GENERAL.
AUDITOR GENERAL

Independent Auditors' Report

Members of the Arizona State Legislature

The Board of Supervisors of Pima County, Arizona

We have audited the accompanying financial statements of Pima Health System and Services as of and for the
year ended June 30, 2005, as listed in the table of contents. These financial statements are the responsibility of

Pima Health System and Services’ management. Qur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, Pima Health System and Services’ financial statements are intended to present the
financial position, and the changes in financial position and cash flows, of only that portion of the business-type
activities and major funds of the County that is attributable to the Pima Health System and Services Fund. They -
do not purport to, and do not, present fairly the financial position of Pima County as of June 30, 2005, and the
changes in financial position and cash flows, in conformity with U.S. generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Pima Health System and Services as of June 30, 2005, and the changes in financial position and
cash flows, for the year then ended in conformity with U.S. generally accepted accounting principles.

As discussed in Note 1, Pima Health System and Services implemented the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 40, Deposit and Investment Risk Disclosures, for the year
ended June 30, 2005, which represents a change in accounting principle.

Our audit was conducted for the purpose of forming an opinion on the financial statements of Pima Health
System and Services. The accompanying financial information listed as supplementary schedules in the table
of contents is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial

statements taken as a whole.

Debbie Davenport

Auditor General
September 26, 2005

2910 NORTH 44TH STREET « SUITE 410 =« PHOENIX, ARIZONA 85018 =« (602) 553-0333 » FAX (602) 553-0051



PIMA HEALTH SYSTEM AND SERVICES
Statement of Net Assets
Enterprise Fund
June 30, 2005

Assets
Current assets:

Cash and cash equivalents
Receivables:

Accounts

Reinsurance claims

Grants

Interest
Due from:

Medicare

Other Pima County funds

Other governments
Inventory of supplies

Total current assets

Noncurrent assets:
Capital assets:
Leasehold improvements
Machinery and equipment
Accumulated depreciation:
Leasehold improvements
Machinery and equipment

Capital assets, net

Total assets

Liabilities

Current liabilities:

Accounts payable and accrued liabilities

Accrued medical and health care claims

Accrued employee compensation

Interfund payable

Interest payable

Deferred revenue

Due to other Pima County funds

Total liabilities
Net Assets

Invested in capital assets
Restricted for health care
Unrestricted (deficit)

Total net assets

See accompanying notes to financial statements.

2

$ 21,588,907

555,045
8,295,857
1,083,148

74,399

299,859
214,333

2,487,902
112,231

34,711,681

1,116,257
1,317,869

(643,935)
(724,944)
1,065,247

35,776,928

561,298
24,556,248
3,379,160
2,980
11,749
2,312
3,667,680

32,181,427

1,065,247
6,318,896

(3,788,642)
$ 3595501



PIMA HEALTH SYSTEM AND SERVICES

Statement of Revenues, Expenses, and Changes in Net Assets

Enterprise Fund
Year Ended June 30, 2005

Operating revenues:

Capitation
Reinsurance claims
Charges for services
Other

Total operating revenues

Operating expenses:

Medical and health care claims

Case management {contracted and salaried)
General, fiscal, and administrative services
Depreciation

Other

Total operating expenses

Operating income

Nonoperating revenues (expenses):

Grant revenue
Interest income
Interest expense
Premium tax

Total nonoperating revenues (expenses), net

Increase in net assets
Total net assets, July 1, 2004
Total net assets, June 30, 2005

See accompanying notes to financial statements.
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222,442 449
20,589,347
1,899,744
863,864

245,795 404

226,391,378
6,039,970
6,791,214

222,070
5,185,497

244,630,129

1,165,275

3,761,557
769,670
(80,651)

(4,791,706)

(341,130)

824,145

2,771,356

$

S 3595501



PIMA HEALTH SYSTEM AND SERVICES
Statement of Cash Flows
Enterprise Fund
Year Ended June 30, 2005

Cash flows from operating activities:
Cash receipts from:
Contractors, patients, and other payors

$ 241,683,740

Other Pima County funds for goods and services 94,516
Miscellaneous operations 863,864
Cash payments to:
Providers for health care services (206,602,932)
Suppliers for goods and services (4,138,595)
Employees for services (33,403,366)
Other Pima Caunty funds for goods and services (3,092,558)
Net cash provided by operating activities 1,404 669
Cash flows from noncapital financing activities:
Cash transfers to other Pima County funds {3.500,000)
Loan proceeds from other Pima County funds 1,022,946
Loans to other Pima County funds (214,333)
Interest paid on short-term credit (71.220)
Grant receipts 3,432,443
Premium tax payments (4,791,706)
Net cash used for noncapital financing activities (4.121,870)
Cash flows from capital and related financing activities;
Purchases of capital assets (73,405)
Net cash used for capital and related financing activities (73,405)
Cash flows from investing activities:
Interest received an cash and cash equivalents 724,453
Net cash provided by-igyesting activities 724,453
Net decrease in cash and cash equivalents {2,066,153)
Cash and cash equivalents, July 1, 2004 __ 23,655,060

Cash and cash equivalents, June 30, 2005

See accompanying notes to financial statements.
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$ 21,588,907

{Continued)



PIMA HEALTH SYSTEM AND SERVICES
Statement of Cash Flows
Enterprise Fund
Year Ended June 30, 2005
(Continued)

Reconciliation of operating income to net cash provided by
operating aclivities:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Changes in assets and liabilities:
Accounts receivable
Reinsurance claims receivable
Due from Medicare
Due from other governments
inventory of supplies
Accounts payable and accrued liabilities
Accrued medical and health care claims
Accrued employee compensation
interfund payable
Deferred revenue

Net cash provided by operating activities

The following noncash transactions occurred during the year ended June 30, 2005:

Disposal of equipment
Deletion of related accumulated depreciation

See accompanying notes to financial statements.
5

$ 1,165,275

222,070

348,433
(4,069,932)
(105,185)

673,401
(14,923)

16,278

2,806,339

457,030
(94,443)

326

$_ 1,404,669

$ 37,606
(37,608)



Note 1 -~

Pima Health System and Services
Notes to Financial Statements
June 30, 2005

Summary of Significant Accounting Policies

The accounting policies of Pima Health System and Services (the System) conform to U.S.
generally accepted accounting principles (GAAP) applicable to govermmental units as
promulgated by the Governmental Accounting Standards Board (GASB). The System’s
financial statements have been prepared in a format that complies with U.S. GAAP and the
regulatory requirements of the State of Arizona. A summary of the system’s more significant
accounting policies follows.

During the year ended June 30, 2005, the System implemented the provisions of GASB
Staternent No. 40, Deposit and Investment Risk Disclosures. GASB Statement No. 40
establishes and modifies the risk disclosures about the System’s deposits and investments.
The implementation of GASB Statement No. 40 requires only additional disclosures, and had
no effect on reported cash and cash equivalents.

A. Reporting Entity

The System 1s responsible for overseeing the operations of Pima Health System (the
AHCCCS contracts), Posada Del Sol Nursing Home, the Grants and Community Services
System, and other Pima County programs.

The System 1s accounted for as an enterprise fund of Pima County, Arizona and the ultimate
financial accountability for the System remains with Pima County. The financial statements
present only the System and are not intended to present the balances and activity of Pima
County or its business-type activities and enterprise funds. The System 1s a contractor with
the Arizona Health Care Cost Containment System (AHCCCS) Administration to provide
health care services to eligible enroliees of the AHCCCS Ambulatory and Arizona Long-
Term Care System (ALTCS) programs. The Ambulatory program provides both inpatient
and outpatient medical and nursing services to eligible enrollees of the Ambulatory program.
The ALTCS program provides inpatient and outpatient medical and nursing services in
addition to managed institutional and home- and community-based long-term care services to
eligible enrollees of the ALTCS program. The system also provides long-term care services
to Posada del Sol Nursing Home residents who are primarily ALTCS enrollees. The system
receives monthly premiums from AHCCCS for all eligible enrollees under the respective
Ambulatory and ALTCS programs.

B. Fund Accounting

The System’s accounts are maintained in accordance with the principles of fund accounting
to ensure that limitations and restrictions on the System’s available resources are observed.
The principles of fund accounting require that the resources be classified for accounting and
reporting purposes into funds in accordance with the activities or objectives specified for
those resources. Each fund is considered a separate accounting entity, and its operations are
accounted for in a separate set of self-balancing accounts that comprise its assets, habilities,
net assets, revenues, and expenses. The System’s financial transactions are recorded and
reported as an enterprise fund since its operations are financed and operated in a manner
similar to private business enterprises, in which the intent of the County Board of
Supervisors is that the costs (expenses, including depreciation) of providing goods or

6



Pima Health System and Services
Notes to Financial Statements
June 30, 2005

services on a continuing basis be financed or recovered primarily through user charges. The
measurement focus of the fund is on the flow of economic resources. With this measurement
focus, all assets and all hiabilities associated with the operation of the System are included on
the statement of net assets. Net assets are segregated into invested in capital assets, restricted
for health care, and unrestricted. The statement of revenues, expenses, and changes in net
assets presents increases, such as revenues, and decreases, such as expenses, in net total
assets.

The System follows Financial Accounting Standards Board Statements and Interpretations
issued on or before November 30, 1989; Accounting Principles Board Opinions; and
Accounting Rescarch Bulletins, unless those pronouncements conflict with GASB
pronouncements. The System has chosen the option not to follow FASB Statements and
Interpretations issued after November 30, 1989.

C. Basis of Accounting

Basis of accounting relates to the timing of the measurements made, regardless of the
measurcment focus applied, and determines when revenues and expenses are recognized in
the accounts and reported in the financial statements. The financial statements of the System
are presented on the accrual basis of accounting. Revenues are recognized when they are
earned, and expenses are recognized when they are incurred. The System funds certain
programs with restricted and unrestricted resources. When both are available, the System
applies restricted resources first.

Interfund transactions with other Pima County funds are recorded in the approprnate revenue
or expense account. Intrafund transactions within the System are eliminated for financial
statement presentation. :

D. Basis of Presentation

The financial statements include a statement of net assets; a statement of revenues, expenses,
and changes in net assets; and a statement of cash flows. A statement of net assets provides
information about the assets, liabilities, and net assets of the System at the end of the year.
Assets and liabilities are classified as either current or noncurrent. Net assets are classified
according to external donor restrictions or availability of assets to satisfy the System’s
obligations. Invested in capital assets represents the net value of capital assets. Restricted
net assets represent grants, contracts, and other resources that have been externally restricted
for specific purposes. Unrestricted net assets include all other net assets, including those that
have been designated by management to be used for other than general operating purposes.

A statement of revenues, expenses, and changes in net assets provides information about the
System’s financial activities during the year. Revenues and expenses are classified as either
operating or nonoperating, and all changes in net assets are reported, including capital
contributions and transfers. Generally, capitation and other charges generated by the System
for providing health care services are considered to be operating revenues. Other revenues
used for health care, such as grants and interest earnings, are not generated from operations
and are considered to be nonoperating revenues. Operating expenses include the costs of

7



Pima Health System and Services
Notes to Financial Statements
June 30, 2005

providing health care services, administrative expenses, and depreciation on capital assets.
Other expenses, such as interest expense and AHCCCS premium taxes are considered to be
nonoperating expenses.

A statement of cash flows provides information about the System’s sources and uses of cash
and cash equivalents during the year. Increases and decreases in cash and cash equivalents
are classified as operating, noncapital financing, capital financing, or investing.

E. Cash and Cash Equivalents .

For purposes of the statement of cash flows, cash and cash equivalents consist of cash on
hand and cash and investments held by the Pima County Treasurer. All investments are
stated at fair value.

F. Due from Other Governments
Due from other governments consists of amounts due from AHCCCS based on contractual
agreement provisions of the Ambulatory and ALTCS programs.

G. Inventory of Supplies
Inventories are recorded as asscts when purchased and expensed when consumed. These
inventories are stated at cost using the first-in, first-out method.

H. Capital Assets

Capital assets are capitalized at cost. Donated assets are capitalized at their estimated fair
market value on the date received. The System capitalizes all land and buildings regardless of
cost and all other capital assets valued at $5,000 and above. Depreciation of assets is charged
as an expense against operations. Assets are depreciated over their estimated useful lives
using the straight-line method. The estimated useful lives are as follows:

Leasehold improvements 7 to 10 years
Machinery and equipment 5to 15 years

I. Accrued Employee Compensation

Accrued employee compensation consists of annual leave and a calculated amount of sick
leave earned by employees based on services already rendered. Employees may accumulate
up to 240 hours of annual leave, but any annual leave hours in excess of the maximum
amount that are unused at the end of the employee’s anniversary year are forfeited. Upon
termination of employment, all unused and unforfeited annual leave benefits are paid to
employees. Generally, sick leave benefits provide for ordinary sick pay and are cumulative
but are forfeited upon termination of employment. Because sick leave benefits do not vest
with employees, a liability for sick leave benefits is not accrued in the financial statements.
However, for employees who retire with 20 or more years of service, some accumulated sick
leave benefits do vest based on various criteria and, therefore, are accrued.

J.  Medical and Health Care Claims Payable
The System utilizes a number of factors when estimating the incurred but not reported
(IBNR) portion of the medical claims payable liability. These include historical payment

8



Note 2 -

Pima Health System and Services
Notes to Financial Statements
June 30, 2005

patterns as well as changes in the either the general business environment or in contractual
agreements with its providers. This estimate is solely based upon management’s knowledge
of these various factors and can ultimately be in excess of or below the actual liability.
However, the methodology for estimating this liability is consistently reviewed and refined in
order to provide an accurate estimate of the IBNR liability.

K. Grant Revenues

Grants and assistance awards made on the basis of entitlement periods are recorded as grants
recelvable and revenues when entitlement occurs. Reimbursement grants are recorded as
grants receivable and revenues as soon as all eligibility requirements have been met.

Cash and Cash Equivalents

Cash and cash equivalents at June 30, 2005 on the statement of net assets were as follows:

Cash on hand S 2,500
Cash and investments in the Pima

County Treasurer’s investment pool 21,586,407
Total $21,588.907

Cash and investments in the Pima County Treasurer’s investment pool represent a portion of
the County Treasurer’s pool portfolio. There 1s no oversight provided for the County
Treasurer’s investment pool, and the pool’s structure does not provide for shares. The
System’s portion 1n the pool is not 1dentified with specific investments.

Credit Risk—Credit risk is the risk that an issuer or counterparty to an investment will not
fulfill its obligations. The County does not have a formal investment policy with respect to
credit risk. The Pima County Treasurer’s investment pool is unrated.

Interest Rate Risk—Interest rate risk is the risk that changes in interest rates will adversely
affect an investment’s fair value. The County does not have a formal investment policy with
respect to interest rate risk. The Pima County Treasurer’s investment pool had a weighted
average maturity of 84 days at June 30, 2005.

Legal Provisions—Arizona Revised Statutes authorize counties to invest public monies in
the State Treasurer’s investment pool; obligations issued or guaranteed by the United States
or any of the senior debt of its agencies, sponsored agencies, corporations, sponsored
corporations, or instrumentalities; specified state and local government bonds; interest
earning investments such as savings accounts, certificates of deposit, and repurchase
agreements in eligible depositorics; and specified commercial paper, bonds, debentures, and
notes issued by corporations organized and doing business in the United States. In addition,
the County Treasurer may invest trust funds in fixed income securities of corporations doing
business in the United States or District of Columbia.

Credit risk—Statutes have the following requirements for credit risk:
1. Commercial paper must be rated P1 by Moody’s investors service or Al or better by
Standard and Poor’s rating service.



Note 3 -

Note 4 -

Pima Health System and Services
Notes to Financial Statements
June 30, 2005

2. Corporate bonds, debentures, and notes must be rated A or better by Moody’s investors
service or Standard and Poor’s rating service.

3. Fixed income securities must carry one of the two highest ratings by Moody’s investors
service and Standard and Poor’s rating service. If only one of the above-mentioned
services rates the security, it must carry the highest rating of that service.

Custodial credit risk—Statutes require collateral for demand deposits, certificates of depostt,

and repurchase agreements at 101 percent of all deposits not covered by federal depository
msurance.

Concentration of credit nsk—Statutes do not include any requirements for concentration of
credit risk.

Interest rate risk-—Statutes require that public monies invested in securitics and deposits have
a maximum maturity of 5 years and that public operating fund monies invested in securities
and deposits have a maximum maturity of 3 years. Investments in repurchase agreements
must have a maximum maturity of 180 days.

Foreign currency risk—=Statutes do not allow foreign investments.

Receivables

A. Accounts Receivable

Accounts receivable include amounts due from third-party payors for health care services
provided to patients. The accounts receivable balance is based on management’s evaluation
of the collectibility of such accounts.

B. Reinsurance Claims Receivable

Remnsurance claims receivable and revenues result from additional payments from the
AHCCCS Administration to the System for certain enrollecs whose medical expenses paid
by the System during the year ended June 30, 2005, were in excess of specified deductible
limits.

Capital Assets

Capital asset activity for the year ended June 30, 2005 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Leasehold improvements $1,116,257 $1,116,257
Accumulated depreciation (549.521) $(94.414) (643.935)
Net leasehold improvements 566,736 (94,414) 472,322
Machinery and equipment 1,282,070 73,405 (37,600) 1,317,869
Accumulated depreciation (634.894) (127.656) 37,606 _(724.944)
Net machinery and equipment 647,176 (54.251) _592.925
Capital assets, net $1,213.912 $ (148,665) 81,065,247

10
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Note 9 -

Pima Health System and Services
Notes to Financial Statements
June 30, 2005

Medical and Health Care Claims

Medical and health care claims payable consists of estimates of $18,311,643 incurred but not
reported claims and $6,244,605 reported but unpaid claims in the AHCCCS Ambulatory and
ALTCS programs and the Grants and Community Service System.

Due to Other Pima County Funds

Due to other Pima County funds represents advances received from other County funds to
eliminate cash overdrafts in the System’s following programs.

Grants/Community Services System 2,742,372
Other Pima County Programis 925,308
Total $3,667,680
Capitation
Capitation revenues consist of the following amounts:
ALTCS long-term care $130,107,853
AHCCCS ambulatory/acute care 87,882,643
ALTCS ventilator dependent 4,357,437
Pima County residual 94,516
Total $222.,442 449

Related Party Transactions

During the course of its operations, the System had numerous transactions with other Pima
County funds to finance operations and provide services. During the year ended June 30,
2005, capitation revenues included $94,516 from Pima County departments for services
provided to County patients. In addition, the System received interest income totaling
$769,670 from the Pima County Treasurer. The System incurred expenses totaling
$2.998,115 from Pima County for the allocation of overhead, insurance premiums, interest,
and other charges for miscellaneous supplies and services.

Risk Management

The System is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; medical malpractice; and
natural disasters. The System is a participant in Pima County’s self-insurance program, and
in the opinion of the System’s management, that self-insurance program would cover any
unfavorable outcomes from these risks. Accordingly, the System has no risk of loss beyond
adjustments to future years” premium payments to Pima County’s self-insurance program.
All estimated losses for unsettled claims and actions of the System are determined on an
actuarial basis and are included in the Pima County Comprehensive Annual Financial
Report.

11



Note 10 -

Pima Health System and Services
Notes to Financial Statements
June 30, 2005

The System has obtained modified claims-made insurance policies to cover medical
malpractice claims. Deductibles are the responsibility of Pima County through Risk
Management and are $1,000,000 per claim with an annual deductible aggregate of
$3,000,000. The System’s medical malpractice coverage started on October 1, 1993. Claims
occurring before these dates were Pima County’s responsibility through Risk Management.
Settled claims have not exceeded insurance coverage in any of the prior three fiscal years.

Retirement Plan

Plan Description—The System contributes to a cost-shartng multiple-employer defined
benefit pension plan administered by the Arizona State Retirement System (ASRS). Benefits
are established by State statute and generally provide retirement, death, long-term disability,
survivar, and health insurance premium benefits. The ASRS i1s govermned by the Arizona
State Retirement System Board according to the provisions of A.R.S. Title 38, Chapter 5,
Article 2.

The ASRS issues a comprehensive annual financial report that includes financial statements
and required supplementary information. The most recent report may be obtained by wnting
the ASRS, 3300 North Central Avenue, PO Box 33910, Phoenix, Arizona §5067-3910, or by
calling (602) 240-2000 or (800) 621-3778.

Funding Policy-—The Arizona State Legislature establishes and may amend active plan
members’ and the System’s contribution rate. For the year ended June 30, 2005, active plan
members and the System were cach required by statute to contribute at the actuarially
determined rate of 5.70 percent (5.20 percent retirement and 0.50 percent long-term
disability) of the members’ annual covered payroll. The System’s contributions to the ASRS
for the years ended June 30, 2005, 2004 and 2003, were $1,430,006, $2,159,438, and
$1,152,974 respectively, which were equal to the required contributions for the year.



Supplementary Schedules



PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Net Assets by Program
June 30, 2005

AHCCCS
Ambulatory Long-Term Care
Contracts Contracts (1)
Assets
Current assets:
Cash and cash equivalents $ 14721478 $ 6,866,429
Receivables:
Accounts 75,583 479,462
Reinsurance claims 3,473,358 4,822,499
Grants
Interest 55,241 19,158
Due from:
Medicare 299,859
Other Pima County funds
Other governments 837,266 1,650,636
Inventory of supplies 112,231
Total current assets 19,162,926 14,250,274
Noncurrent assets:
Capital assets:
Leasehold improvements
Machinery and equipment
Accumulated depreciation:
Leasehold improvements
Machinery and equipment
Capital assets, net
Total assets 19,162,926 14,250,274
Liabilities
Current liabilities:
Accounts payable and accrued liabilities 119,876 . 441,422
Accrued medical and health care claims - 12,361,626 11,793,629
Accrued employee compensation 359,548 2,981,400
Interfund payable 2,980
interest payable
Deferred revenue
Due to other Pima County funds
Total liabilities 12,844,030 15,216,451
Net Assets
Invested in capital assets
Restricted for health care 6,318,896
Unrestricted (deficit) (966,177)
Total net assets 3 6,318,896 3 (966,177)

(1)} The financial positions of the Posada Del Sol Nursing Home and the ALTCS Contracts have been consolidated
and are reported as the Long-Term Care Contracts program. The consolidation is presented on page 22.
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Grants/
Community
Services System

$ 1.083,148

1,083,148

1,083,148

400,993
38,212

11,749
2,312
2,742 372

3,195,838

(2,112,490)

$ (2,112,490)

Other Pima
County
Programs

$ 1,000

214,333

215,333

1,116,257
1,317,869

(643,935)
(724,944)
1,065,247

1,280,580

925,308
925,308

1,065,247

(709,975)
$ 355,272

Total

$ 21,588,807

555,045
8,295,857
1,083,148

74,399

299,859
214,333
2,487,902
112,231

34,711,681

1,116,257
1,317,869

(643,935)
(724.944)

1,065,247
35,776,928

561,298
24,556,248
3,379,160
2,980
11,749
2,312
3,667,680

32,181,427

1,065,247
6,318,896
(3,788,642}

$ 3595501
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PIMA HEALTH SYSTEM AND SERVICES

Consolidating Statement of Revenues, Expenses, and
Changes in Net Assets by Program

Year Ended June 30, 2005

AHCCCS
Long-Term
Ambulatory Care
Contracts Contracts {1)
Operating revenues:
Capitation 87,882,643 134,465,290
Reinsurance claims 10,405,321 10,184,026
Charges for services 1,899,744
Other 524,111 402,357
Total operating revenues 098,812,075 146,951,417
Operating expenses: -
Medical and health care claims 90,608,984 133,178,094
Case management (contracted and salaried) 4,871,712
General, fiscal, and administrative services 2485376 3,879,307
Depreciation
Other 1,999,476 3,374,714
Total operating expenses 95,093,836 145,303,827
Operating income (loss) 3,718,239 1,647,590
Nonoperating revenues (expenses):
Grant revenue
Interest income 497,818 271,852
Interest expense
Premium tax (1,907 ,474) (2,884,232)
Total nonaperating revenues (expenses), net (1,409,656) (2,612,380)
Increase (decrease) in net assets 2,308,583 (964,790)
Total net assets (deficit), July 1, 2004 4,010,313 (1,387)
Total net assets (deficit), June 30, 2005 $ 6,318,896 $ (966,177)

(1) The changes in financial positions of the Posada Del Sol Nursing Home and the ALTCS Contracts
have been consolidated and are reported as the Long-Term Care Contracts program. The
consolidation is presented on page 23.
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Grants/

Community Other Pima
Services County Intrafund
System Programs Eliminations
$ 94,516
280,486 $ (343,090)
375,002 (343,090)
$ 2,630,804 94,516 {121,020)
1,168,258
394,547 31,984
222,070
6,945 26,432 {222,070)
4,200,554 375,002 (343,090)
(4,200,554)
3,761,557
(80,651)
3,680,906
(519,648) - -
(1,592,842) 355,272
$_ (2,112,490) $ 355272 $

17

Total

222,442 449
20,589,347
1,899,744
863,864

245,795,404

226,391,378
6,039,970
8,791,214

222,070
5,185,457

244,630,129

1,165,275

3,761,557
769,670
(80,651)

(4,791,706)

(341,130)

824,145

2,771,356

3,695,501




PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Cash Flows by Program
Year Ended June 30, 2005

Cash flows from operating activities:

Cash receipts from:
Contractors, patients, and other payors
Other programs for medical and health care services
Other Pima County funds for goods and services
Miscellaneous operations

Cash payments to:
Providers for health care services
Other programs for medical and health care services
Suppliers for goods and services
Employees for services
Other Pima County funds for goods and services

Net cash provided by (used for) operating activities
Cash flows from noncapital financing activities:
Cash transfers to other Pima County funds
Loan proceeds from other Pima County funds
Loans to other Pima County funds
Interest paid on short-term credit

Grant receipts
Premium tax payments

Net cash provided by (used for) noncapital financing activities

Cash flows from capital and related financing activities:
Purchases of capital assets

Net cash used for capital and related
financing activities

Cash flows from investing activities:
Interest received on cash and cash equivalents

Net cash provided by investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, July 1, 2004

Cash and cash equivalents, June 30, 2005

AHCCCS
Long-Term
Ambulatory Care
Contracts Contracts (1)

$ 97,016,625 $ 144667115
121,020

524,111 281,337
(89,019,882) (107,572,904)

(121,020)

(868,769) (3,458,845)
(2.362,332) (30,612,798)
(1,157,712) (1,934,848)
4,011,021 1,490,079
(3,000,000) (500,000)
(1,907,474) (2,884,232)
{4,907,474) {(3,384,232)
462,680 261,773
462,680 261,773
(433,773) (1,632,380)
15,155,251 8,498,809

$ 14,721,478 $ 6,866,429

{1) The cash flows of the Posada Del Sol Nursang Home and the ALTCS Contract have been consolidated
and are reported as the Long-Term Care Contracts program. The consolidation is presented on pages

24 and 25.
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Grants/
Community
Services
System

$ (3,915,630)

(6,619)
(396,252)

___(4318.501)

957,278

(71,220)
3,432,443

4,318,501

Other Pima
County
Programs

$ 94,516
280,486

(94,516)

(26,432)
(31,984)

222,070

65,668
(214,333)

(148.665)

(73,405)

(73,405)

1,000

5 1,000

Intrafund
Eliminations

(121,020)

(222,070)

121,020
222,070

19

Total

$ 241,683,740

94,516
863,864

(200,602,932)
(4,138,595)

(33,403,366)
_ (3.092,558)

1,404,669

(3,500,000)
1,022,946
(214,333)
(71,220)
3,432,443
(4,791,706)

(4,121,870)

(73,405)

(73,405)

724,453
724,453

(2,066,153)

23,655,060
$ 21,583,907

(Continued)



PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Cash Flows by Program
Year Ended June 30, 2005

(Continued)
AHCCCS
Ambulatory Long-Term Care
Contracts Contracts (1)

Reconciliation of operating income (loss) to net cash provided
by (used for) operating activities:
Operating income (loss) $ 3,718,239 3 1,647,590
Adjustments to reconcile operating income (loss) to net cash
provided by (used for) operating activities:
Depreciation
Changes in assels and liabilities:

Accounts receivable (43,151) 391,584
Reinsurance claims receivable (2,007 ,559) {2.062,373)
Due from Medicare (105,185)
Due from other governments 779,371 (105,970)
Inventory of supplies (14,923)
Accounts payabte and accrued liabilities 36,802 (20,524}
Accrued medical and health care claims 1,468,097 1,454,810

Accrued employee compensation 123,044 335,691

tnterfund payable (63,822) (30,621)

Deferred revenue

Net cash provided by (used for) operating activities $ 4,011,021 3 1,490,079

The following noncash transactions occurred during the year ended June 30, 2005:

Disposal of equipment
Deletion of related accumulated depreciation

(1) The cash flows of the Posada Del Sol Nursong Home and the ALTCS Contract have been consolidated
and are reported as the Long-Term Care Contracts program. The consolidation is presented on pages
24 and 25.



Grants/
Community
Services
System

$ (4,200,554)

(116,568)
(1.705)
326

$  (4,318,501)

Other Pima
County Intrafund
Programs Eliminations Total
$  1,165275
S 222,070 222,070
348,433
(4.069,932)
(105,185)
673,401
(14,923)
16,278
2,806,339
457,030
(94,443)
326
$ 222,070 . § 1404669
$ 37.606 $ 37,606
(37,606) (37,606)
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PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Net Assets
Long-Term Care Contracts

June 30, 2005

Assets

Current assets:
Cash and cash equivalents
Receivables:
Accounts
Reinsurance claims
Interest
Due from:
Medicare
Other governments
Inventory of supplies

Total assets

Liabilities

Current Liabilities:
Accounts payable and accrued liabilities
Accrued medical and health care claims
Accrued employee compensation

Tota! liabilities
Net Assets

Restricted for health care
Unrestricted (deficit)

Total net assets

Posada Del Sol
Nursing Home

Long-Term
Care
ALTCS ALTCS Other Intraprogram Contracts
Contracts Residents Residents (1) Eliminations Total
$ 5,366,636 $ 1,376,989 $ 122,804 $ 6,866,429
153,679 55,862 269,821 479,462
4,822,499 4,822,499
24,580 (5,101) (321) 19,158
299 859 299,859
1,650,636 1,650,636
105,608 6,622 112,231
12,018,030 1,833,318 398,926 14,250,274
198,230 228,844 14,348 441,422
11,793,629 11,793,629
1.788,739 1,122,294 70,367 2,981,400
13,780,598 1.351.138 84,715 15,216,451
482,180 314,211 $ (796,391)
(1,762,568) 796,391 (966,177)
$ (1,762,568) $ 482180 $ 314,211 $ $  (966,177)

(1) The other residents column includes the financial position related to members enrolled in the System's AMCCCS Acute Care
Contract program, other counties' ALTCS Contracts program, other providers' ambulatory programs, AHCCCS fee-for-service
resident programs, cammercial insurance programs, and private residents not enrolled in a program.
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PIMA HEALTH SYSTEM AND SERVICES

Consolidating Statement of Revenues, Expenses
and Changes in Net Assets

Long-Term Care Contracts

Year Ended June 30, 2005

Posada Del Sol
Nursing Home

Operating revenues:
Capitation
Reinsurance claims
Charges for Services
Other

Total operating revenues
Operating expenses:
Medical and health care claims
Case management (contracted and salaried)

General, fiscal, and administrative services
Other

Total operating expenses
Operating income (loss)
Nonoperating revenues (expenses):

Interest income (expense)
Premium tax

Total nonoperating revenues (expenses), net

Increase (decrease) in net assets
Total ret assets, July 1, 2004

Total net assets (deficit) June 30. 2005

ALTCS Other Intraprogram Long-Term Care
ALTCS Contracts Residents Residents (1) Eliminations Contracts Total
5 134,465,290 $ 134,465,290
10,184,026 10,184,026
$ 14,150,435 $ 869,506 $ (13,120,197) 1,899,744
275714 5,623 121,020 402,357
144 925,030 14,156,058 990,526 (13,120,197) 146,951 417
131,530,689 8,565,368 537,042 (7,455,005) 133,178,094
4,871,712 4,871,712
3,662,990 3,450,076 216,317 (3,450,076) 3,879,307
3,235,828 2,215,116 138,886 (2.215,116) 3,374,714
143,301,219 14,230,560 892,245 (13,120,197) 145,303,827
1,623,811 (74.502) 98,281 1,647,590
295,631 (22,375) (1.404) 271,852
(2,884,232} {2,884,232)
(2.588,601) (22,375) (1,404) (2,612,380)
(964,790) (96.877) 96,877 ($64,790)
(797,778) 579,057 217,334 (1,387)
$ (1,762.568) $ 482 180 $ 314,211 3 3 (966,177)

{1} The cther residents column includes the financial position related to members enrofled in the System's AHCCCS Acute Care

Contract program, other counties' ALTCS Contracts program, other providers' ambulatory programs, AHCCCS fee-for-service

resident programs, commercial insurance programs, and private residents not enrglled in a program.
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PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Cash Flows
Long-Term Care Contracts

Year Ended June 30, 2005

Cash flows from operating activities:

Cash receipts from:
Contractors, patients, and other payors
Other programs for medical and health care services
Miscellaneous operations

Cash payments to:
Providers for healith care services
Other programs for medical and health care services
Suppliers for goods and services
Employees for services
Other Pima County funds for goods and services

Net cash provided by (used for) operating activities
Cash flows from noncapital financing activities:

Premium tax payments
Cash transfers to other Pima County funds

Net cash used for noncapital financing activities

Cash flows from investing activities:
Interest received on cash and cash equivalents

Net cash provided by (used for) investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, July 1, 2004

Cash and cash equivalents, June 30, 2005

Posada Det Sol
Nursing Home

Lang-Term
Care
ALTCS ALTCS Other intraprogram Contracts
Contracts Residents Residents (1) Eliminations Totat
$ 142,548,078 $ 916,158 $ 1,202,879 $ 144,667,115
13,120,197 121,020 3  (13.120,197) 121,020
275,714 5623 281,337
(106,555,218) (1,017,688) (107,572,904)
(13,120,197) 13,120,197
(1,592,727) (1,724 389) {141,749) {3,458,845)
(18,666,083) (11,210,989) (735,726) (30,612,798)
(1,777,664) {157,182) {1,934,846)
1.111.905 (68,250) 446,424 1,490,079
(2,884,232) (2,884,232)
(500,000) {500,000)
(3.384.232) (3,384,232)
282,872 (19,871) (1,228) 261,773
282,872 {19.871) {1,228) 261,773
(1,889.455) (88,121) 445196 {1,632,380»
7,356,091 1,465,110 {322,392) 8,498,809
$ 5,366,636 $ 1,376,989 3 122,804 3 % 6,866,429
(Continued)

(1) The other residents column includes the cash flows refated to members enrolled in the Systern's AHCCCS Acute Care Contract

program, other counties’ ALTCS Contracts program, other providers' ambulatory programs, AHCCCS fee-for-service resident programs,

cammercial insurance programs, and private residents not enrolled in a program.
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PIMA HEALTH SYSTEM AND SERVICES
Consolidating Statement of Cash Flows
Long-Term Care Contracts

Year Ended June 30, 2005

{Continued)

Posada Del Sol
Nursing Home

Long-Term
Care
ALTCS ALTCS Other {ntraprogram Contracts
Contracts Residents Residents (1) Eliminations Total
Reconcitiation of operating income (loss) to net ¢cash provided
by (used for) operating activities:
Operating income (loss) $ 1623811 $ (74502) $ 98,281 $ 1,647,590
Adjustments to reconcile operating income (loss) to net cash
provided by {used for} operating activities:
Changes in assets and liabilities:
Accounts receivable 67,108 {8,895) 333,373 391,584
Reinsurance claims receivable (2,062,373) (2,062,373)
Due from Medicare (105,185) (105,185)
Due from other governments {105,970) (105,970)
Inventory of supplies (13,488) {1,435} (14,923)
Accounts payable and accrued liabilities 32,7186 (51.813) {1,427) (20,524)
Accrued medical and health care claims 1,454,810 1,454,810
Accrued employee compensation 132,426 185,633 17,632 335,691
Interfund payable (30,621) (30,8621
Net cash provided by (used for) operating activities S 1,111,905 $ (68250) & 446,424 % $ 1490079

1) The other residents column includes the cash flows related to members enrolled in the System's AHCCCS Acute Care Contract

program, other counties' ALTCS Contracts program, other providers' ambulatory programs, AHCCCS fee-for-service resident programs,

commercial insurance programs, and private residents not enrolled in a program.
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PIMA HEALTH PLAN
OFFICERS AND DIRECTORS

Year Ended June 30, 2005

OTHER
RELATIONSHIP TYPE OF

NAME TITLE TO PLAN COMPENSATION
DiCiceo, Melanie Behavioral Health Manager None Salary
Eyde, Kathy Preventative & Maternal Child Health Manager None Salary
Frederick, Pam Quality Management Manager None Salary
Hartsfield, Kell Grievance Coordinator None Salary
Kaehler, Mary Plan Admnistrator None Salary

Le Blanc, Marcia Contracts, Provider & Member Services Manager None Salary
Newton, Marita Corporate Comphance & Privacy Ofticer None Salary (1)
Peterson, Timothy, M.D. Medical Director None Salary
Roundtree, Virginia Corporate Compliance & Privacy Officer None Salary (2)
Russell, R. Mark, M.D, Medical Director None Salary
Terry, Donna Chief Financial Officer None Salary
Toro, Anthony Claims Manager None Salary
Wortman, Susan Utihzation Management Manager None Salary

(1) Resigned or (2) changed positions during the period for July 1, 2004 to June 30, 2005.
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PIMA HEALTH SYSTEM AND SERVICES

AHCCCS Schedule 6
Summary Financial Data (11)
Year Ended June 30, 2005

Capitation revenues

Reinsurance claims revenue

Other income

Medical claims expense (1)

Net medical claims expense (2)
Expenses other than medical claims (10)
Net income

Cash and cash equivalents

Total assets

Accrued medical and health care claims (3}
Non-medical payables

Net assets

Medical claims expense to total revenue

Net medical claims expense to capitation revenue

Expenses other than medical claims to total revenue

Expenses other than medical claims to capitation revenue

Net incaome to capitation revenues

Current assets to current liabilities (working capital ratio)

Cash and cash equivalents to accrued medical and health care claims

Operating margin (4)

Return on capitation revenues (5)
Return on equity (6)

Return on total assets (7)

Received but unpaid claims days outstanding (8)
Accrued medical and health care claims days outstanding (9)

(1)  Medicai claims expense includes $1,105,306 in subcapitation expense.

Total
$ 87,882643
10,405,321
524,111
90,608,984
80,203,663
6,392,326
2,308,583
Total
$ 14721478
19,162,926
12,361,626
482 404
6,318,896
Ratio
9210 1.00
91to0 1.00
.06 to 1.00
.07 to 1.00
.03 to 1.00
1.49t01.00
1.19 to 1.00
Percent
8.74
2.863
36.53
12.05
Days
16
50

(2) Net medical claims expense represents medical claims expense net of reinsurance claims revenues.
(3)  Accrued medical and health care claims includes $3,833,364 in reported but unpaid claims.
{4) Capitation revenues less net medical claims expense divided by capitation revenues.

(5)  Netincome divided by capitation revenues.
(6) Netincome divided by net assets.
(7}  Netincome divided by total assets.

Per Member

Per Month

5 253.57
30.02

1.51

261.43

231.41

18.44

6.65

Per Enrollee

$ 510.60
564.64

428.75

16.73

219.18

{8)  Reported but unpaid claims divided by the average daily medical claims expense net of subcapitation expense.
(®)  Accrued medical and health care claims divided by average daily medical expense net of subcapitation expense.

(10)  Expenses other than medical claims include $1,907,474 in premium taxes.

(11)  This schedule is presented for purposes of additional analysis and is not a required part of the annual supplementary

schedules prescribed by the AHCCCS Reporting Guide .
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Program Contractor Fnancial Reporting Systems - Report #8 - Claims Lag Report for Praspective Period Only

Contractor

PIMA LOMG TERM CARE

Fiscal Year Ending G8/10/00
INSTITUTIONAL PAYMENTS 1
4] ) & (4) {5 (6} 7y {8) 5] {10)
<o rimnss e mon e QQUAR TER N WHICH SERVICE PROVIDEQ- = marmem oo >
QUARTER OF
LIME PAYMENT CURRENT 15T PRIOR ZND PRIOR IRD PRIOR 4TH PRIOR 5TH PRIOR B8TH PRIOR TOTAL
1| CURRENT 11,584,676 3,998 648 101,674 22 514 869 (9.129) (184} 15,609,368
2 | 1ST PRIOR Gl 10,323,458 4,378,942 42252 (260) (2,384) 6,153 14,748,161
3 | 2ND PRIOR et 44 476,591 3,621.695 68,803 19,479 - 15,186,574
4 | 3RD PRIOR IRl 14. 146,207 3,483,434 73,727 23,781 14,727,149
5 | 4TH PRICR 11,732,641 3,149,629 103,400 14 OB5 670
6 | 5TH PRIOR i 9,900,990 4,153.691 14,054,681
7 | 6TH PRIOR ERIER R R i shmee i 10,214,809 10,214,809
g | ToTALSs 11,584,676 14,322,106 15,857,507 14,832,668 15,285,493 13,132,312 14,501,650 99,616,412
9 | EXP.REPORTED 15,590,022 15,094,686 15,676,413 14,667,135 14,956,643 14,189,976 14,787,144 | 104,962,019
10 { ADJUSTMENT 707,219 {306,854) (175,683) (326,850) 1,057,664 285.494 1,238,990
11 | REMAINING LIABILITY 4,005,346 65,361 25,760 10,150 - - - 4,106,617
[ HCBS PAYMENTS
6] 2) 3 (3) (5) (6) %) (8) {9) {10}
e e —-QUARTER IN WHICH SERVICE PROVIDED—————mmm oo >
QUARTER OF
LINE PAYMENT CURRENT 15T PRIOR ZND PRIOR 3RD PRIOR 4TH PRIOR 5TH PRIOR 6TH PRIOR TOTAL
1 | CURRENT 5,619,490 2,876,333 13,944 5572 192 (764) - 8,514,767
2 [ 1ST PRIOR N 5,870,292 2.029.316 35,037 4,662 249 118 7,939,674
3 | 2ND PRIOR SRR 5,014,722 2,133,471 20,640 3,058 808 8,072,699
4 | 3RD PRIOR AREE 5,780,638 2,577,448 70,689 6,568 8,435,343
5 1 4TH PRICR e 5,496,026 2,303,546 30,066 7,829,638
6 | 5TH PRIOR i 6,014,586 1,579,765 7,594,351
7 | 6TH PRIOR e R RO I HRRGR tRRARSRARHSHE B 6,641,338 6,641,338
8 | TOTALS 5,619,490 8,746,625 7,957,982 7,954,718 8,098,968 8,391,364 8,258,663 55,027,810
g | EXP.REPORTED 8.273.581 8.859.089 8,272,737 8,582,999 8,291,354 8,184,854 8,029,367 58,493,081
10 | ADJUSTMENT (327.833) 265,948 598,624 185,674 (206,510) (229,296) 286,607
11 | REMAINING LIABILITY 2,654,091 440,297 48,807 29,657 6,712 - - 3,179,564
{ ACUTE PAYMENTS
(1) {2) (3 4) (5} (6) (€} (8) (9 (10
B T —— -—QUARTER IN WHICH SERVICE PROVIDE D mr—-—— e e enmnm >
QUARTER OF
LINE PAYMENT CURRENT 1S7 PRIOR 2ND PRIOR 3RD PRIOR 4TH PRIOR 5TH PRIOR 6TH PRIOR TOTAL
1 | CURRENT 4,676,454 2,946,756 225197 43,127 19,258 5,631 11,508 7,927 931
2 [ 1ST PRIOR RO 5,920,939 1,637,444 418,612 67,296 24,448 (2,254} 8,066,485
3 [ 28D PRICR R R R 5,248,793 2,204,437 208,140 51,735 46,481 7,759,586
4 | 3RO PRIOR i 5,675,036 1,929,323 95.539 18,078 7,717,976
5 1 4TH PRIOR ‘ 4,453 232 2,897 446 288,060 7,638,738
6 | 5TH PRIOR 3,963,066 3,192 846 7,155,912
7 { 6TH PRIOR : 4,606,526 4,606,526
8| TOTALS 4,676,454 8,867,695 7,111,434 8,341,212 6.677,249 7,037,865 8,161,245 50,873,154
9 | EXP.REPORTED 8,107,154 8,132 49 7,484 119 7,815,742 7,492,833 7.606,994 7.548.468 54,187,801
10 | ADJUSTMENT (1,214,842) 245,687 {605,328) 786,549 569,129 612.777) (831,582)
11 | REMAINING LIABILITY 3,430,700 479638 126,998 79,858 29,035 - - 4,146,229
L OTHER MEDICAL PAYMENTS
(1) 2 &) ) (5 (8) %) 8 (9) (10)
€ e e CHUARTE R 1IN WHICH SERVICE PROVIDED - e e >
QUARTER OF
LINE PAYMENT CURRENT 1ST PRIOR 2ND PRIOR 3RD PRIOR 4TH PRIOR 5TH PRIOR 6TH PRICR TOTAL
1 | CURRENT 984.120 90,446 10,017 12,282 6,181 - - 1,103,046
2 | 15T PRIOR L 658,215 306,075 3,884 1,162 84 - 969,420
3 | 2ND PRIOR 782,435 233,230 18,167 8,285 5,691 1,047,808
4 1 3RD PRIOR 809.803 277,549 13.519 6,901 1,107,772
5 | 4TH PRIOR B 926,078 137,257 35,228 1,098,563
6 | 5TH PRIOR : : 735,261 334,389 1,069,650
7 1 6TH PRIOR i e I R S Re S 548,689 648,689
8 | TOTALS 984,120 748,661 1,098,527 1,059,199 1,229,137 894,406 1,030,808 7,044,048
9 | EXP. REPORTED 1,190,670 905,943 982,065 1,076,441 1,160,173 890,916 1,101,696 7,307,904
10 | ADJUSTMENT 109,435 {137,568) 5,124 (68.964) {3,490} 70,798 (24 ,665)
11 | REMAINING LIABILITY 206.550 47,847 21.106 12,118 - - - 287,621
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Program Contractor Financial Reporting Systems -
Report #10 Analysis of Profitbility by County by Major Rate Code Classification - Pima County

Program Contractor

PIMA LONG TERM CARE

Fiscal Year Ending 06/30/05
Accounl # Account Descriglion MEDICARE NON-MEDICARE TOTAL
Revenues
305 |Capitation 99,613,304 26,344,121 126,157,425
310 I1PPC Capitation 684,384 65,010 749,394
323 [HIV-AIDS /Supplement 110,667 29,229 139,898
325 {Investment Income * 218,984 57,910 277,894
335 {Patient Contributions 6,519 1,709 8,228
340 |HCBS Placement Reconciiiation * - - -
345 [Share of Cost (SOC) Reconciliation * 360,763 84,747 455510
330 {Other Income (Specify} 9.427 2.482 11,809
380 |Reinsurance 2,962 818 7,219,302 10,182,120
331 |PPC - Reinsurance 2 1,204 1.906
385 | Third Party Liability Recovenes 10,235 244,057 254 292
TOTAL REVENUES | § 104,178,103 34060471 | % 138,238,574
Institutionat Care Expense:
400 INRICF & Bedholds - - -
402 |Levell 17,451,489 2,946,821 20,398,310
404 JLevelll 23,358,268 3,699,327 27,057,595
4C6 [Level Il 8,986,860 1,258,873 10,345,733
4C8 | insitutional Care - - -
410 |PPC Institutional 648,735 25,531 674,266
412 {Share of Cost (SOC) Reconciliation * - - -
TOTAL INSTITUTIONAL CARE | $ 8030552 1 8§ 56,475,004
Home & Comimunity Bases Services (HCBS)Expenses
414 Home Health Nurse 1,006,982 936,722 1,943,704
416 Home Heaith Aide 7676 1,608 9,284
418 Personal Care 3.224,200 1,246,974 4,471,174
420 Homemakes 934,783 247,786 1,182,574
422 Home Delvered Magals 264,790 68,812 333,602
424 Respite Care 724,742 198,536 923278
26 Attendant Care 7,218,616 2,710,264 9.928.880
428 Assisted Living Home 4 872953 951422 5,824,380
430 Aduit Day Heaith 198,362 48.182 244,544
432 Adult Foster Care 1,083,271 351,688 1,434,969
434 Group Respite - - -
426 Hospice - 380,279 380,279
438 Environmentat Modifications 18,4508 507 18,963
440 HCBS Placement Reconciiiation * 30,908 8,159 39,067
442 Assisted Living Center 2,814,063 1,273,675 4,087.738
444  Other (L ifeline, Sheltered Emptoyment) 242434 128,534 370,968
8,551,158 |

TOTALHCBS | &

22642246 | $

31,193,404

Acute Care Expenses:;

448 Inpatent Services {Hosp.} 520,990 5,772,106 6,293 (096
450 Printary Care Physician Services 531,243 1,050,835 1,582.079
452 Referral Physician Services 941,962 1,889,218 2.831.178
434 Emergency Services 54 787 106,172 160.959
4568 Out Patient Facility 244,393 329,809 574,202
458 Prescription Drug 7,739,727 3,735,328 11,475 055
4530 Lab/Radiclogy 285,269 1,001,749 1,287 018
452 Durable Medical Equiprment 266,525 1,221,385 1,487,920
454 Dentlal 45,501 35,036 80,627
456  Transporiation 1,432,612 825,836 2,358 448
488 Therapies 76,505 164,262 240,767
470 Qutpatient Behavioral Health 634,241 1,022,533 1,656,774
471 PPC Acute Care 89.605 32,866 122,471

472 Other {Specify) - - -
TOTAL ACUTE CARE 12,863,450 | § 17,287,144 | § 30,150,594

Otrer Medical Expenges.

474 Venltator Dependent 1,689,423 2,317,232 3,986,655

476 Risk Pool Adjustment - - -

477 PPC - Other - - -

479 Other (Specify) - - -
TOTAL OTHER MEDICAL | % 1660423 [ § 2,317.232 3,586,655
486 Case Management | 3618972 | 955511 | 4.574.483

TCTAL REDUCTION TO MEDICAL EXPENSES
TOTAL MEDICAL EXPENSE: | §

37,141,587

198,381,040

Administrative Expenses:”

484 Compensation 2,709,445 730,339 3,439,784
488 Data Processing 365412 98,497 463,909
490 Management Fees - - -
492 Interesl Expense - - -
494 Qccupancy 549,433 148,102 697,535
495 Marketing - - -
496 Deprecration = - -
497 Other (Specify) 1478 584 398,557 1,877,141
TOTAL ADMINISTRATION { § 5102874 1 % 1,375495 1 $ 6,478,369
TOTAL EXPENSE | § 96,342,317 | $ 38,517,092 | § 134,859,409
INCOME FRCM OPERATICNS | § 7835786 | § (4,456,621)] $ 3,379,165
498 Mon-Operating income (Loss) $ - $ - $ -
INCOME(LOSS) BEFORE INCOME TAXES | § 7,835,786 | & (4,456,621)1 § 3,379,165
499 Provision for Income and/or Premium Taxes 2,072,049 672,851 2,744 900
NET INCOME(LOSS) AFTER INCOME TAXES | $§ 5763.737 | § (51294721 § 634 265
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Reaport 10 Analysis of Profitbility by County by Major Rate Code Classification - Santa Cruz County

Program Contractor

PIMA LONG TERM CARE

Fiscal Year Ending 06/30/05

fAccount # 7 Account Descriptian MEDICARE NON-MEDICARE TOTAL

tRevenues
05 [Capitation 5,198,454 1,698,757 6,897,214
310 |PPC Capitation 24492 3,358 27,850
320 [HIV-AIDS /Supplement 5,607 2,232 5,929
325 Investment income * 13,303 4,434 17737
335 |Patient Contributions 394 131 525
340 |HCBS Placement Reconciliation * B - -
345 [Share of Cost (SOC) Reconciliation * 21,808 7,269 29,075
330 [Other income {Specity) 570 190 760
380 [Reinsurance - - -
381 |PPC - Reinsurance -
385 | Third Party Liability Recoveries - - -

TOTAL REV 5,265,716 1.716,371 1 §

6,082,087

Institutional Care Expenses:

4G0 |NH ICF & Bedholds - - -
402 |Levelt 563,773 116,264 680,037
404 [Levelll B . 1,365,058 368,321 1,733,379
408 [Level il 631,032 182171 813,203
408 |insitutional Care . . -
410 [PPC Institutional 14 250 3.363 17,613
312 [Share of Cost {SOC) Reconciliation * - . -
TOTAL INSTITUTIONAL CARE 2674,113 67011915 3244232
Home & Commundly Bases Services (HCBS)Expenses
414 Home Heaith Nurse 80,117 40,454 100,571
416 Home Health Aide 104 - 104
418 Personal Care 78516 22.475 100,991
420 Hememaker 59,398 26,890 86,288
422 Home Delivered Meals 51,265 12,720 73,985
424 Respite Care 64 440 8,475 72915
426 Attendant Cars 1,595,853 428,017 2,023,870
428 Assisted megvﬂ_qme 181,581 B7 619 269,200
430 Adult Day Health - - .
432 Adult Foster Care - -
434 Group Respie R N
436 Hospice
438 Environmental Modifications -
440 HCBS Placement Reconciliation 2,197
442  Asgisted Living Center 15,743
444 Other (Lifehne, Sheltered Employment) 21,184
TOTALHCBS | 5 2,140.398
Acute Care Expenses
448 npatient Services (Hosp ) 31,978 158,825 190,803
450 Prirmacy Care Physican Services 30,920 32,880 63,800
452 Referral Physican Services 53524 58,770 112,284
454 Emergency Services 3,184 4,832 8,016
456 Qut Patient Facility 28,600 3,693 32,293
458 Prescription Drug 474.145 219469 693.614
460 Lab/Radiclogy 24,865 35,767 60.632
452  Durable Medical Equipment 16,262 148,115 164,377
454 Dental 5617 908 6,525
456 Transgortation 125,387 30,502 165,889
468 Therapies 4,793 10,140 14,333
470 OQutpatient Behavioral Health 8,080 129 8,209
471 PEC Acute Care 5081 - 5,651
472 Qther (Specify) - - -~
TQTAL ACUTE CARE | § 912,408

1515,436

Other Medical Expenses

474 Ventilator Dependent 9,244 159,220 168,464

478 Risk Fool Adjustment - - -

477 PPC - Other - -

475 Other (Specify) - - B
TOTAL OTHER MEDICAL | § 9,244 159,220 | §

486 Case Management 223975 73,2541 297,229

TOTAL REDUCTION TO MEDICAL EXPENSES

TOTAL MEDICAL EXPENSE:

8,021,361

Administrative Expenses.”

484 Compensation 168,216 54,990 223,206

488 Data Processing 22,637 7,393 30,030
490 Management Fees - - -
492 Interest Expense - - -

494 Occupancy 34,128 11,159 45 257
435 Marketing - - ~
496 Deprecigtion - - -

497 Qther (Specity) 91,879 30,047 121,926

TOTAL ADMINISTRATION 316.860 103,589 420,449

TOTAL EXPENSE | § 6,076,996 2364814 | § 8 441,810

INCOME FROM OPERATIONS | § (B11.28C) (648,443)] § (1,450,723}
458 Non-Opetating income (Loss) % - - 13 -

INCOME(LOSS) BEFORE INCOME TAXES | § (611,280) {648,443} § (1,456,723)

499 Provision for Income andior Premium Taxes 105,082 34,250 138,332

NET INCOME{LOSS) AFTERINCOME TAXES | § (916,382) (682.693)| & (1.589.055)
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Prograrm Contractor Financial Reporting Systems - Repart #12 - Claims Lag Repant for PP
Contracior
Flacal Year Ending

PIMA LONG TERH CARE
0630/

[ INSTITUTIONAL PAYMENTS
53 2) {3 (41 &) () 7 G 19) (10
& e e QUAR TER 1IN WHICH SERVICE PROVIDE Dnvasan ca cem nwrn s e
QUARTER OF
LINE PAYMENT CURRENT 15T PRIOR IND PRIOR 3RG PRIOR A{TH PRIOR S5TH PRIOR 6TH PRIOR TOTAL
1 I CURRENT 114,227 44,330 10,382 5,552 426 - - 174,917
2 | 1ST PRIOR R 33,201 110,598 16,896 6,676 600 - 167,971
3 | 2ND PRIOR R 87,722 90,848 18,648 6,848 {(212) 203,854
4 | 3RD PRIOR L 21,856 106,960 31,594 4,374 164,784
5 | 4TH PRIOR e 79,383 16,789 8,127 104,299
6 | 5TH PRIOR 95,488 151,910
7 | 6TH PRIOR L cand R T Tt T BRI aH 38,920 36,920
8 | TOTALS 114,227 77,531 208,702 135,152 212,093 112,253 144,697 1,004,655
9 | EXP.REPORTED 162,480 130,196 247176 152,027 152,044 128,652 149,745 1,122,320
10 | ADJUSTMENT 44,499 34,589 14 586 (60,049) 16,399 5,048 55,072
11 | REMAINING LIABILITY 48,253 8,166 3,385 2,289 - - - 62,593
I ACUTE PAYMENTS
M @ [6)) 4 (5) (6) @ (®) (9) (10
e — ~—QUARTER IN WHICH SERVICE PROVIDED - -rwrre e s >
QUARTER OF
LINE PAYMENT CURRENT 18T PRIOR 2ND PRIOR IR0 PRIOR 4TH PRIOR 5TH PRIOR 8TH PRIOR TQATAL
1 ] CURRENT 22,867 (7,179) 11,713 1,074 498 33 50 29,056
2 | 1ST PRIOR SRR EEAREE 2,467 16,234 8,823 1,545 2,818 - 31,887
3 | 2ND PRIOR. L 1,611 9,563 9,737 7,071 996 28,978
4 | 3RD PRIOR G 4,401 19,688 3,817 501 28,407
5 | 4TH PRIOR G 13,638 1,307 1,229 16,174
6 | 5TH PRIOR e 7,802 6,512 14,314
7 | 6TH PRIOR R EE PR P B G 953 953
8 | TOTALS 22,867 (4,712) 29 558 23,861 45,106 22,848 10,241 149,769
9 | EXP.REPORTED 29,675 34,848 15,727 47,273 17,849 23,284 26,491 195,147
10 { ADJUSTMENT 36,679 (14,589} 22,865 (27,257) 436 16,250 34384
11 | REMAINING LIABILITY 6,808 2,881 758 547 - - - 10,994
[ OTHER MEDICAL PAYMENTS
[f) 2) 3) (4) (5) (6) ] ) (9) (10
e reereaniee-QUARTER IN WHICH SERVICE PROVIDED- - >
QUARTER OF
LINE PAYMENT CURRENT 18T PRIOR 2ND PRIOR 3RD PRIOR 4TH PRIOR 5TH PRIOR GTH PRIOR TOTAL
1| CURRENT - 34 591 - - - - 625
2 [ 1ST PRIOR - 962
3 | 2ND PRIOR 540 561
4 { 3RD PRIOR - 5,145
5 | 4TH PRIOR - 182
6| 5TH PRIOR - -
7 | 6TH PRIOR 3 - -
8 | TOTALS - 352 1,244 5,097 12 230 540 7,475
9 | EXP. REPORTED - - - - 48 - - 48
10 | ADJUSTMENT (363) {1,244) {5,097) 38 (230) (540) (7,438)
11 | REMAINING LIABILITY - 11 - - - - - 11
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PIMA LONG TERM CARE
OFFICERS AND DIRECTORS

Year Ended June 30, 2005

OTHER

RELATIONSHIP TYPE OF
NAME TITLE TO PLAN COMPENSATION
Dorgan, Patricia Assistant Director of Lang Term Care None Salary
Frederick, Pam Quality Management Manager None Salary
Gwozdz, Ann Home Care Support Services Manager None Salary (2)
Hartsfield, Kelli Grievance Coordinator None Salary
Kaehler, Mary Plan Administrator None Salary
Le Blanc, Maicia Contracts, Provider & Member Services Manager None Salary
Newton, Marita Corparate Compliance & Privacy Officer None Salary (1)
Peterson, Timothy, M.D. Medical Director Nane Salary
Roundtree, Virginia Corporate Compliance & Privacy Officer None Salary (2)
Russell, R. Mark, M.D. Medical Director None Salary
Spendiarian, Andrea Behavioral Health Manager None Salary
Terry, Donna Chief Financial Officer None Salary
Toro, Anthony Claims Manager None Salary
Waortman, Susan Utilization Management Manager None Salary

{1} Resigned or (2) changed positions during the period for July 1, 2004 to June 30, 2005,



PIMA HEALTH SYSTEM AND SERVICES
ALTCS Schedule 5
Summary Financial Data (12)
Year Ended June 30, 2005

Per Member
Total Per Month
Capitation revenues:

Long-term care {10) 134,465,290 2.865.41
Reinsurance claims revenue 10,184,026 217.02
Other income 2,573,953 54.85
Medical claims expense (1) 133,178,094 2,837.98
Net medical claims expense (2) 122,590,951 2612.38
Expenses other than medical claims (11) 15,009,965 319.86
Net income (964,790) (20.56)

Total Per Enrollee
Cash and cash equivalents 6,866,429 1,757.92
Total assets 14,250,274 3,648.30
Accrued medicai and health care claims (3) 11,793,629 3,019.36
Non-medical payables 3,422,822 876.30
Net assels (966,177) (247.36)
Ratio

Medical claims expense to total revenue 80 to 1.00

Net medical claims expense (o capitation revenue .92 to 1.00

Expenses other than medical claims to total revenue 10 to 1.00

Expenses other than medical claims to capitation revenue 1110 1.00

Net income to capitation revenues -.01t0 1.00

Current assets to current liabilities (working capital ratio) .94 to 1.00

Cash and cash equivalents to accrued medical and heaith care claims 58 to 1.00

Percent

Operating margin (4) 8.83

Return on capitation revenues (5) (0.72)

Return on equity (6) 99.86

Return on total assets (7) 6.77)

Days
Received but unpaid claims days outstanding (8) 7
Accrued medical and health care claims days outstanding (9) 33

(1)
(2)

3)
(4)
(5)
(6)
(7)
(8)
)
(10}
(1)
(12)

Medical claims expense includes $727,868 in subcapitation expense.

Net medical claims expense represents medical claims expense net of reinsurance claims,

TPL, and HIV Supplement revenues.

Accrued medical and health care claims includes $2,411,241 in reported but unpaid claims.

Capitation revenues less net medical claims expense divided by capitation revenues.

Net income divided by capitation revenues.

Net income divided by net assets.

Net income divided by total assets.

Reported but unpaid claims divided by average daily medical claims expense net of subcapitation expense.
Accrued medical and health care claims divided by average daily medical expense net of subcapitation expense.
Capitation revenues include $484 585 attributable to the SOC Reconciiiation.

Expenses other than medical claims include $2,884,232 of premium taxes.

This schedule is presented for purposes of additional analysis and is not a required part of the annual
supplementary schedules prescribed by the ALTCS Reporting Guide .
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