












 
 
 
 
 

SUMMARY OF PROCEEDINGS 
 

KERN COUNTY HOSPITAL AUTHORITY 
BOARD OF GOVERNORS 

 
 

Kern Medical Center 
1700 Mount Vernon Avenue 

Conference Room 1058 
Bakersfield, California 93306 

 
Regular Meeting 

Wednesday, December 17, 2025 
 

11:30 A.M. 
 
 

BOARD RECONVENED 
 
Board Members: Anderson, Berjis, McLaughlin, Merz, Pelz, Pollard, Stout 
Roll Call: 7 Present 
 
NOTE: The vote is displayed in bold below each item. For example, Berjis-Pelz denotes Director Berjis 
made the motion and Director Pelz seconded the motion. 
 
CONSENT AGENDA/OPPORTUNITY FOR PUBLIC COMMENT: ALL ITEMS LISTED WITH A “CA” 
OR “C” WERE CONSIDERED TO BE ROUTINE AND APPROVED BY ONE MOTION. 
 
BOARD ACTION SHOWN IN CAPS 

 
 

PUBLIC PRESENTATIONS 
 

1) This portion of the meeting is reserved for persons to address the Board on any matter not 
on this agenda but under the jurisdiction of the Board. Board members may respond briefly 
to statements made or questions posed. They may ask a question for clarification, make a 
referral to staff for factual information or request staff to report back to the Board at a later 
meeting. In addition, the Board may take action to direct the staff to place a matter of 
business on a future agenda. SPEAKERS ARE LIMITED TO TWO MINUTES. PLEASE 
STATE AND SPELL YOUR NAME BEFORE MAKING YOUR PRESENTATION. THANK 
YOU! 
NO ONE HEARD 
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BOARD MEMBER ANNOUNCEMENTS OR REPORTS 

 
2) On their own initiative, Board members may make an announcement or a report on their own 

activities. They may ask a question for clarification, make a referral to staff or take action to 
have staff place a matter of business on a future agenda (Government Code section 
54954.2(a)(2)) –  

 NO ONE HEARD 
 
 

ITEMS FOR CONSIDERATION 
 
CA 
3) Minutes for the Kern County Hospital Authority Board of Governors regular meeting on 

November 19, 2025 –  
 APPROVED 
 Pelz-Merz: All Ayes 
 
CA 
4) Proposed Agreement with Beckman Coulter, an independent contractor, for purchase of 

laboratory equipment, service, and maintenance from December 17, 2025 through December 
16, 2032, in an amount not to exceed $1,150,000, plus applicable taxes and shipping fees –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 137-2025 
 Pelz-Merz: All Ayes 
 
CA 
5) Proposed First Amendment to Agreement 556-2016 with the County of Kern for use, 

maintenance, repair, and replacement of common areas within the Kern Medical Center 
complex – 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 138-2025 
 Pelz-Merz: All Ayes 
 
CA 
6) Proposed Quotation 7000469537 with Acist Medical Systems, Inc., an independent contractor, 

containing nonstandard terms and conditions, for repair of a contrast injector, effective 
December 17, 2025, in an amount not to exceed $3,075, plus applicable taxes and shipping 
fees – 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 139-2025 
 Pelz-Merz: All Ayes 
 
CA 
7) Proposed Quotation 00209271 with Advanced Sterilization Products, an independent 

contractor, containing nonstandard terms and conditions, for service and maintenance of 
surgical instruments from December 17, 2025 through December 16, 2028, in an amount not 
to exceed $116,802, plus applicable taxes and shipping fees –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 140-2025 
 Pelz-Merz: All Ayes 
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CA 
8) Proposed Agreement with Nwestco, LLC, an independent contractor, for  removal of the 

underground fuel tank, in an amount not to exceed $119,630, effective December 17, 2025, 
until project completion – 

 MADE FINDING THAT THE PROJECT IS EXEMPT FROM FURTHER CEQA REVIEW PER 
SECTIONS 15301, 15302 AND 15061(B)(3) OF STATE CEQA GUIDELINES; APPROVED; 
AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 141-2025; AUTHORIZED CHIEF 
EXECUTIVE OFFICER TO SIGN FUTURE CHANGE ORDERS IN AN AMOUNT NOT TO 
EXCEED 10% OF THE TOTAL CONTRACT NOT TO EXCEED $119,630 

 Pelz-Merz: All Ayes 
 
CA 
9) Proposed Agreement with Organon, LLC, an independent contractor, containing nonstandard 

terms and conditions, for the purchase of the Jada System 2.0 vacuum induced hemorrhage 
control system, in an amount not to exceed $45,000, plus applicable taxes and shipping fees 
– 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 142-2025 
 Pelz-Merz: All Ayes 
 
CA 
10) Proposed Agreement with Aurora Surgical LLC, an independent contractor, containing 

nonstandard terms and conditions, for purchase of surgical eyelid implants and supplies from 
December 17, 2025 through December 16, 2026, in an amount not to exceed $30,000, plus 
applicable taxes and shipping fees – 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 143-2025 
 Pelz-Merz: All Ayes 
 
CA 
11) Proposed Quote Q-1404817 with Lansweeper Inc., an independent contractor, containing 

nonstandard terms and conditions, for purchase of a software subscription to support 
Information Technology Asset Management, from December 17, 2025 through December 16, 
2026, in an amount not to exceed $18,896 – 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 144-2025 
 Pelz-Merz: All Ayes 
 
CA 
12) Proposed Quote Q-468557 with Imprivata, Inc., an independent contractor, containing 

nonstandard terms and conditions, for purchase compliance and privacy software from 
December 31, 2025 through December 30, 2028, in an amount not to exceed $171,361 –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 145-2025 
 Pelz-Merz: All Ayes 
 
CA 
13) Proposed Renewal Subscription to License Agreement 04518 with Decision Resources Group, 

Inc., an affiliate of Clarivate PLC, on behalf of its Healthcare Business Insights division, an 
independent contractor, for renewal of the Revenue Cycle Academy/E-Learning Membership 
for the period February 12, 2018 through February 11, 2026, extending the term one year from 
February 12, 2026 through February 11, 2027, and increasing the maximum payable by 
$32,676, from $223,978 to $256,654, to cover the extended term – 

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 146-2025 
 Pelz-Merz: All Ayes 
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CA 
14) Proposed Agreement with Sequoia Brain & Spine, Inc., A California Medical Corporation, an 

independent contractor, for professional medical services in the Department of Surgery from 
May 1, 2026 through April 30, 2029, in an amount not to exceed $9,330,675 –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 147-2025 
 Pelz-Merz: All Ayes 
 
CA 
15) Proposed Order Form with ICare USA, Inc., an independent contractor, containing 

nonstandard terms and conditions, for purchase of a IC200 Tonometer intraocular pressure 
measurement device, in an amount not to exceed $5,456, plus applicable taxes and shipping 
–  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 148-2025 
 Pelz-Merz: All Ayes 
 
CA 
16) Proposed Order Form with ICare USA, Inc., an independent contractor, containing 

nonstandard terms and conditions, for repair of a IC100 Tonometer intraocular pressure 
measurement device, in an amount not to exceed $930, plus applicable taxes and shipping –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 149-2025 
 Pelz-Merz: All Ayes 
 
CA 
17) Report on upcoming anticipated retroactive agreements –  
 RECEIVED AND FILED 
 Pelz-Merz: All Ayes 
 
18) Kern County Hospital Authority Chief Financial Officer report –  
 CHIEF FINANCIAL OFFICER ANDREW CANTU HEARD; DIRECTOR PELZ HEARD 

REGARDING STATUS OF RESERVES; DIRECTOR BERJIS ASKED IF THE DECREASE IN 
CENSUS CAN BE ATTRIBUTED TO A PARTICULAR ISSUE; RECEIVED AND FILED 
Berjis-Pollard: All Ayes 

 
19) Kern County Hospital Authority Chief Executive Officer report –  
 CHIEF EXECUTIVE OFFICER SCOTT THYGERSON HEARD; RECEIVED AND FILED 

Anderson-Stout: All Ayes 
 
CA 
20) Monthly report on What’s Happening at Kern Medical Center –  
 RECEIVED AND FILED 
 Pelz-Merz: All Ayes 
 
CA 
21) Claims and Lawsuits Filed as of November 30, 2025 –  
 RECEIVED AND FILED 
 Pelz-Merz: All Ayes 
 
 
ADJOURNED AS KERN COUNTY HOSPITAL AUTHORITY BOARD OF GOVERNORS; 
RECONVENED AS KERN MEDICAL SURGERY CENTER, LLC BOARD OF MANAGERS 
Pelz-Anderson 
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C-22) Kern Medical Surgery Center, LLC, Administrative Report – 
 RECEIVED AND FILED 
 Pollard-Berjis: All Ayes 
 
C-23) Proposed credentialing recommendations –  
 APPROVED 
 Pollard-Berjis: All Ayes 
 
C-24) Proposed Agreement with Global Healthcare Exchange, LLC, an independent contractor, 

containing nonstandard terms and conditions, for access to the Vendormate platform for the 
screening and monitoring of vendor representatives from December 17, 2025 through 
December 16, 2028, at no cost –  

 APPROVED; AUTHORIZED CHAIRMAN TO SIGN AGREEMENT 150-2025 
 Pollard-Berjis: All Ayes 
 
25) Presentation on Report of Independent Auditors from Baker Tilly US, LLP, regarding the audit 

of Kern Medical Surgery Center, LLC financial statements for the fiscal year ended June 30, 
2024 –  

 KIMBERLY SOKOLOFF AND KRISTEN OLKO, BAKER TILLY US, LLP, MADE 
PRESENTATION; DIRECTOR MCLAUGHLIN HEARD INQUIRED ABOUT THE EFFECT OF 
MATERIAL FINDINGS; DIRECTORS ANDERSON AND STOUT HEARD REGARDING 
GUIDANCE ON INTERNAL CONTROLS TO MITIGATE POTENTIAL RISKS; CHIEF 
FINANCIAL OFFICER ANDREW CANTU RESPONDED THAT CHANGES ARE BEING MADE 
TO TIGHTEN INTERNAL CONTROLS; RECEIVED AND FILED  
Pelz-Anderson: All Ayes 

 
 
ADJOURNED AS KERN MEDICAL SURGERY CENTER, LLC, BOARD OF MANAGERS; 
RECONVENED AS KERN COUNTY HOSPITAL AUTHORITY BOARD OF GOVERNORS 
Pelz-Berjis 
 
 
ADJOURNED TO CLOSED SESSION 
Pollard-Merz 

 
CLOSED SESSION 

 
26) Request for Closed Session regarding peer review of health practitioners (Health and Safety 

Code Section 101855(j)(2)) – SEE RESULTS BELOW 
 
27) CONFERENCE WITH LEGAL COUNSEL - FORMALLY INITIATED LITIGATION (Government 

Code Section 54956.9(d)(1)) Name of case: Daniel Bazan Jr., Plaintiff, v. Kern County Hospital 
Authority; Dignity Health; James Sverchek, M.D.; Chase Luther, M.D.; Larissa Morsky, M.D.; 
Janpreet Bhandohal, M.D.; Patrick Pieper, M.D.; Roldine Banatte-Garcon, N.P.; and DOES 1 
through 75, Defendants, Kern County Superior Court Case No. BCV-24-103099 GP – SEE 
RESULTS BELOW 

 
28) Request for Closed Session regarding peer review of health facilities (Health and Safety Code 

Section 101855(j)(2)) – SEE RESULTS BELOW  
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29) CONFERENCE WITH LABOR NEGOTIATORS - Agency designated representatives: Chief 

Executive Officer Scott Thygerson, and designated staff - Employee organizations: Service 
Employees International Union, Local 521 (Government Code Section 54957.6) – SEE 
RESULTS BELOW  

 
30)  Request for Closed Session for the purpose of discussion or taking action on authority trade 

secrets (Health and Safety Code Section 101855(e)(1)) – SEE RESULTS BELOW 
 
RECONVENED FROM CLOSED SESSION 
Pelz-Pollard 
 
REPORT ON ACTIONS TAKEN IN CLOSED SESSION 
 

Item 26 concerning Request for Closed Session regarding peer review of health practitioners 
(Health and Safety Code Section 101855(j)(2)) – HEARD; BY A UNANIMOUS VOTE (MOTION 
BY DIRECTOR MERZ, SECOND BY DIRECTOR STOUT), THE BOARD APPROVED ALL 
CREDENTIALING RECOMMENDATIONS; NO OTHER REPORTABLE ACTION TAKEN 

 
Item 27 concerning CONFERENCE WITH LEGAL COUNSEL - FORMALLY INITIATED 
LITIGATION (Government Code Section 54956.9(d)(1)) Name of case: Daniel Bazan Jr., 
Plaintiff, v. Kern County Hospital Authority; Dignity Health; James Sverchek, M.D.; Chase 
Luther, M.D.; Larissa Morsky, M.D.; Janpreet Bhandohal, M.D.; Patrick Pieper, M.D.; Roldine 
Banatte-Garcon, N.P.; and DOES 1 through 75, Defendants, Kern County Superior Court Case 
No. BCV-24-103099 GP – HEARD; NO REPORTABLE ACTION TAKEN 

 
Item 28 concerning Request for Closed Session regarding peer review of health facilities 
(Health and Safety Code Section 101855(j)(2)) – HEARD; NO REPORTABLE ACTION TAKEN  

 
Item 29 concerning CONFERENCE WITH LABOR NEGOTIATORS - Agency designated 
representatives: Chief Executive Officer Scott Thygerson, and designated staff - Employee 
organizations: Service Employees International Union, Local 521 (Government Code Section 
54957.6) – HEARD; NO REPORTABLE ACTION TAKEN  

 
 Item 30 concerning Request for Closed Session for the purpose of discussion or taking action 

on authority trade secrets (Health and Safety Code Section 101855(e)(1)) – HEARD; NO 
REPORTABLE ACTION TAKEN 

 
ADJOURNED TO WEDNESDAY, JANUARY 21, 2026 AT 11:30 A.M. 
Pollard 
 
 
 
/s/ Mona A. Allen 

Authority Board Coordinator 
 
 
 
/s/ Philip McLaughlin 

Chairman, Board of Governors 
Kern County Hospital Authority 
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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 

  
  
January 21, 2026 
 
SUBJECT: Proposed Quote 20317635 with TSI Incorporated  
 
Requested Action: Approve; Authorize Chairman to sign  
 
Summary 
 
Kern Medical requests your Board approve the proposed Quote 20317635 with TSI Incorporated, 
for service contracts of 2 PortaCounts in an amount not to exceed $5,320. The PortaCounts are 
used for fit testing the staff for the N95 respirator and various test equipment devices This vendor 
was chosen because they are the manufacturer and authorized service provider. The proposed 
Quote will be effective January 21, 2026 through January 20, 2028.  
 
Counsel is unable to approve the terms as to form because the terms are the unmodified terms of 
the vendor. The proposed Quote is governed by the laws of the state of Minnesota, risk of loss 
passes to the Authority upon shipment, limitation of liability among other nonstandard terms. 
Vendor was unwilling to engage in negotiations.    This item is retroactive as the agreement expired 
before staff was able to conclude discussions with the vendor. 
 
Therefore, it is recommended that your Board approve the proposed Quote 20317635 TSI 
Incorporated, for calibration and of 2 PortaCounts and test equipment, effective January 21, 2026 
through January 20, 2028, with a not to exceed amount of $5320 plus tax and shipping, and 
authorize the Chairman to sign.  
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TERMS AND CONDITIONS 
TSI INCORPORATED SHALL HEREINAFTER BE REFERRED TO AS "SELLER" 

DISCLAIMER: 
THESE TERMS AND CONDITIONS MAY NOT COMPLY WITH THE TERMS OF US FEDERAL 

GOVERNMENT CONTRACTS RELATED TO THIS PURCHASE ORDER. SEE SECTION 16 
BELOW. PLEASE READ CAREFULLY. 

1. PAYMENT; DELIVERY.  Unless otherwise agreed, payment is due in U.S. Dollars within 30 days of the 
date of shipment. Charges for services are due upon receipt of invoice. Unless otherwise agreed by 

Seller in writing, Seller shall not be required to use Buyer's centralized purchasing system or any form of 

electronic transaction processing tool to issue and/or manage purchase orders and/or invoices. Interest 

in the maximum amount permitted by law may be charged on past due invoices. Buyer shall reimburse 

Seller for all costs and expenses incurred in the collection of amounts past due, including attorneys' 

fees. All quoted delivery dates are approximate and shall commence when Seller has acknowledged 

receipt of documents required to effect shipment. Seller may require payment in advance if it believes 
the financial condition of Buyer does not justify shipment, or subsequent deliveries, on the payment 

terms originally specified. If Buyer becomes bankrupt or insolvent, or a proceeding is brought by or 

against Buyer under such laws, Seller may cancel any outstanding order, and Buyer shall reimburse 

Seller for its cancellation charges. Seller reserves the right to ship and to make collection by sight draft. 

2. RISK OF LOSS; TITLE.  Unless otherwise agreed, the risk of loss passes to Buyer when the goods are 

delivered to the carrier. Where the risk of loss has passed to Buyer, or where Buyer has selected the 

method of shipment or delivery, Buyer must obtain redress for freight losses, shortages or damages 

from the carrier or its insurer. Seller is not responsible for any such losses. Notwithstanding any 
provision of INCOTERMS or contained herein, equitable title and accession to the goods shall, where 

permitted by law, remain with Seller until Buyer is paid in full. This shall be the case even if legal title to 

the goods shall be deemed by law to have passed to Buyer at the time of delivery and prior to 

performance of all of Buyer's obligations. Buyer shall grant, and by acceptance of the goods is deemed 

to have granted, to Seller a first security interest in all goods to secure payment of amounts owed by 

Buyer. Buyer agrees to execute a financing statement at Seller's request. Seller may reclaim any goods 

delivered or in transit if Buyer fails to make payment when due. 

3. SHIPMENT.  Unless otherwise agreed, prices are FCA Seller's factory (Reference INCOTERMS 2020) 

and any charges Seller may be required to pay or collect on the sale, purchase, delivery, storage, use or 

transportation of the goods shall be paid by Buyer. Method of shipment or delivery will be at Seller's 

discretion unless otherwise agreed. 

4. TAXES; RE-EXPORT.  Any government tax, fee, duty or charge on the sale, purchase, delivery or use 

of the goods and/or services sold hereunder shall be paid by Buyer, in addition to the purchase price, 

unless otherwise agreed. Certain goods are subject to international export control regulations. Buyer 

shall be responsible for compliance with all regulations related to the export of goods to end-users 

including, but not limited to, adherence to the US Export Administration Regulations. Buyer agrees to 

provide Seller with any end user information requested by Seller necessary to support compliance with 

all regulations related to the export of goods. Further Seller shall be provided access to Buyer's facility, 

as necessary, for the purpose of performing an audit on Buyer's export compliance program. 

5. LIMITATION OF WARRANTY AND LIABILITY.  Seller warrants the goods, excluding software, sold 

hereunder, under normal use and service as described in the operator's manual (version published at 

the time of sale), to be free from defects in workmanship and material for the longer period of either 12 

months or the length of time specified in the operator's manual/warranty statement provided 
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with the goods or made available electronically (version published at the time of sale), from the date of 
shipment to the customer. This warranty period is inclusive of any statutory warranty. This limited 
warranty is subject to the following exclusions and exceptions: 

a. Hot-wire or hot-film sensors used with research anemometers, and certain other components when 
indicated in specifications, are warranted for 90 days from the date of shipment; b. Pumps are 
warranted for hours of operation as set forth in product or operator's manuals (versions published at 
the time of sale); c. Parts repaired or replaced as a result of repair services are warranted to be free 
from defects in workmanship and material, under normal use, for 90 days from the date of shipment; 
d. Seller does not provide any warranty on finished goods manufactured by others or on any fuses, 
batteries or other consumable materials. Only the original manufacturer's warranty applies; e. This 
warranty does not cover calibration requirements, and Seller warrants only that the goods are properly 
calibrated at the time of its manufacture. Goods returned for calibration are not covered by this 
warranty; f. This warranty is VOID if the goods are opened by anyone other than a factory authorized 
service center with the one exception where requirements set forth in the operator's manual (version 
published at the time of sale) allow an operator to replace consumables or perform recommended 
cleaning; g. This warranty is VOID if the goods have been misused, neglected, subjected to accidental 
or intentional damage, or is not properly installed, maintained, or cleaned according to the 
requirements of the operator's manual (version published at the time of sale). Unless specifically 
authorized in a separate writing by Seller, Seller makes no warranty with respect to, and shall have no 
liability in connection with, goods which are incorporated into other products or equipment, or which 
are modified by any person other than Seller; h. New parts or components purchased are warranted to 
be free from defects in workmanship and material, under normal use, for 90 days from the date of 
shipment. 

The foregoing is IN LIEU OF all other warranties and is subject to the LIMITATIONS stated herein. NO 
OTHER EXPRESS OR IMPLIED WARRANTY OF FITNESS FOR PARTICULAR PURPOSE OR 
MERCHANTABILITY IS MADE. WITH RESPECT TO SELLER'S BREACH OF THE IMPLIED WARRANTY 
AGAINST INFRINGEMENT, SAID WARRANTY IS LIMITED TO CLAIMS OF DIRECT INFRINGEMENT AND 
EXCLUDES CLAIMS OF CONTRIBUTORY OR INDUCED INFRINGEMENTS. BUYER'S EXCLUSIVE REMEDY 
SHALL BE THE RETURN OF THE PURCHASE PRICE DISCOUNTED FOR REASONABLE WEAR AND TEAR OR 
AT SELLER'S OPTION REPLACEMENT OF THE GOODS WITH NON-INFRINGING GOODS. 

TO THE EXTENT PERMITTED BY LAW, THE EXCLUSIVE REMEDY OF THE USER OR BUYER, AND THE LIMIT 
OF SELLER'S LIABILITY FOR ANY AND ALL LOSSES, INJURIES, OR DAMAGES CONCERNING THE GOODS 
(INCLUDING CLAIMS BASED ON CONTRACT, NEGLIGENCE, TORT, STRICT LIABILITY OR OTHERWISE) 
SHALL BE THE RETURN OF GOODS TO SELLER AND THE REFUND OF THE PURCHASE PRICE, OR, AT THE 
OPTION OF SELLER, THE REPAIR OR REPLACEMENT OF THE GOODS. IN THE CASE OF SOFTWARE, 
SELLER WILL REPAIR OR REPLACE DEFECTIVE SOFTWARE OR IF UNABLE TO DO SO, WILL REFUND THE 
PURCHASE PRICE OF THE SOFTWARE. IN NO EVENT SHALL SELLER BE LIABLE FOR LOST PROFITS, 
BUSINESS INTERRUPTION, OR ANY SPECIAL, INDIRECT, CONSEQUENTIAL OR INCIDENTAL DAMAGES. 
SELLER SHALL NOT BE RESPONSIBLE FOR INSTALLATION, DISMANTLING OR REINSTALLATION COSTS OR 
CHARGES. No Action, regardless of form, may be brought against Seller more than 12 months after a 
cause of action has accrued. The goods returned under warranty to Seller's factory shall be at Buyer's 
risk of loss, and will be returned, if at all, at Seller's risk of loss. 

Buyer and all users are deemed to have accepted this LIMITATION OF WARRANTY AND LIABILITY, 
which contains the complete and exclusive limited warranty of Seller. This LIMITATION OF WARRANTY 
AND LIABILITY may not be amended, modified or its terms waived, except by writing signed by an 
Officer of Seller. 
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6.INSPECTION: ACCEPTANCE.  Buyer shall inspect goods delivered or repairs performed within 15 

business days from the date of receipt of the goods or completion of the repairs. Within that time 

Buyer shall send Seller a written notice specifying any respects in which the goods or repairs are 

nonconforming. Failure to send a written notice shall constitute a waiver of Buyer's claims for any 

nonconformity that an inspection, whether or not in fact carried out, should have discovered. Buyer is 

deemed to have accepted delivered goods on terms set forth herein, unless within 15 business days of 

receipt of the goods Buyer sends a written notice of rejection that provides detailed grounds for 

rejection. No order may be canceled or altered by Buyer except on terms and conditions accepted in 

writing by Seller. Seller may impose reasonable cancellation charges. Goods may not be returned for 

credit unless pre-approved in writing by Seller. A restocking charge will be applied. 

7.CAUSES BEYOND SELLER'S CONTROL.  Seller shall not be liable for any damage, loss or expense 

suffered by Buyer as a result of any delay or nonperformance, when the delay or nonperformance is, 

directly or indirectly, caused by or arises from war (whether declared or not), armed conflict or the 

serious threat of the same (including but not limited to hostile attack, blockade, military embargo), 

hostilities, invasion, act of a foreign enemy, extensive military mobilization; civil war, riot, rebellion, 

revolution, military or usurped power, insurrection, civil commotion or disorder, mob violence, act of 

civil disobedience; act of terrorism, sabotage or piracy; plague, epidemic, pandemic, outbreaks of 

infectious disease or any other public health crisis, including quarantine or other employee restrictions; 

act of authority whether lawful or unlawful, compliance with any law or governmental order, rule, 

regulation or direction, curfew restriction, expropriation, compulsory acquisition, seizure of works, 

requisition, nationalization; act of God or natural disaster such as but not limited to violent storm, 

cyclone, typhoon, hurricane, tornado, blizzard, earthquake, volcanic activity, landslide, tidal wave, 

tsunami, flood, damage or destruction by lightning, drought; explosion, fire, destruction of machines, 

equipment, factories and of any kind of installation, prolonged break-down of transport, 

telecommunication or electric current; general labor disturbance such as but not limited to boycott, 

strike and lock-out, go-slow, occupation of factories and premises; shortage or inability to obtain 

critical material or supplies to the extent not subject to the reasonable control of Seller. 

8.BUYER'S SPECIFICATIONS AND USE OF GOODS.  If the goods sold are manufactured to Buyer's 

specifications, or if the goods are used in conjunction with products not supplied by Seller, then Buyer 

shall indemnify and hold Seller harmless from and against any suits, claims, losses, expenses, and other 

liabilities including costs and attorneys' fees, whether for loss, personal injury, infringement or 

otherwise, which result from Buyer's specifications or use of product not furnished by Seller. Product 

or equipment furnished to Seller by Buyer shall be at Buyer's sole risk and expense. Unless agreed in 

writing by Seller, any tools, dies, or materials used in producing goods to Buyer's specifications shall 

remain Seller's property. 

9.EXPRESS INDEMNIFICATION.  During the life of the goods sold, Buyer agrees to use its best efforts to 

ensure that all safety and product information provided by Seller is provided to all users (customers, 

employees, and independent contractors). This may include warning labels, instruction manuals, and 

training users in the safe installation, use and maintenance of the goods. Buyer agrees to defend, 

protect, indemnify and hold Seller harmless from and against all claims, losses, expenses, damages and 

liabilities to the extent caused by Buyer's negligence, including Buyer's failure to comply with the 

aforementioned safety obligations. 

10.DESIGN OR MANUFACTURE CHANGES.  Seller in its sole discretion may change the design or 

manufacture of any of its goods without incurring any obligation to incorporate such changes into 

goods manufactured for or delivered to Buyer prior to such changes. 
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11.SOFTWARE.  Unless a separate software license agreement is in effect between Buyer and Seller 
with respect to the software incorporated in the goods sold (an "Additional Software License"), Buyer 
is granted only a nonexclusive and nontransferable license to use one copy of the software (or 
firmware containing software) originally installed in or supplied with the goods. Buyer acknowledges 
and agrees that the software is proprietary and constitutes a trade secret, copyright or patent of Seller. 
Buyer shall acquire no title or rights of ownership in the software nor have the right to copy (except for 
backup), modify, reverse engineer or compile, license to others, transfer or disclose to any third party, 
all or part of the software. Software is provided and sold "AS IS" WITHOUT WARRANTY OF ANY KIND 
INCLUDING, BUT NOT LIMITED TO WARRANTIES OF INSTALLATION, USE OR PERFORMANCE, AND 
IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR PARTICULAR PURPOSE. 
Notwithstanding the foregoing, Seller will replace any defective disc or flash drive supplied by Seller 
within 90 days from the date of original shipment. 

The goods sold may incorporate certain software including, but not limited to, an application, tool or 
other support solution (a "Solution") that is governed by Additional Software Licenses. Access to and 
use of a Solution may require Buyer to acknowledge and accept the terms of such Additional Software 
Licenses. Failure to agree to such Additional Software Licenses may restrict access to a Solution or limit 
the use of certain features and functions. 

In the event of a conflict between this provision and any Additional Software License governing a 
Solution incorporated in the goods sold, the terms of the Additional Software License shall prevail with 
respect to that Solution. 

12. ONLINE SOLUTIONS; SUBSCRIPTIONS AND AUTOMATIC RENEWALS.  Certain Solutions including, 
but not limited to, cloud-based SaaS applications, APIs, data integration services, add-ins, and add-ons, 
are available to and usable by Buyer and/or users via the internet through a technology platform 
("Online Solutions"). 

Access to and use of Online Solutions requires Buyer and users to create and use a TSI.com account (an 
"Account"), which is governed by Seller's Terms of Use and Privacy Policy located at 
https://tsi.com/terms-and-conditions/ and https://tsi.com/privacy-policy/. Buyer and users must 
acknowledge and accept the terms contained therein in order to create and use an Account. 

Online Solutions available on a paid subscription basis require payment prior to access or use ("Paid 
Subscriptions"). Detailed information about Paid Subscription plans, including their features and 
benefits are located at https://tsi.com/products/tsi-link-solutions/. Buyer must review any Paid 
Subscription plans applicable to the goods sold prior to placing an order. 

Paid Subscriptions subject to automatically renew are located at https://tsi.com/resources/tsi-Iink-
subscription-renewal/#. 

PAID SUBSCRIPTIONS AUTOMATICALLY RENEW AT THE END OF THE INITIAL TERM AND EACH 
SUBSEQUENT RENEWAL TERM FOR AN ADDITIONAL ONE (1) YEAR PERIOD, UNLESS BUYER OR USER 
PROVIDES SELLER WITH A NOTICE OF CANCELLATION PRIOR TO THE EXPIRATION OF THE THEN-
CURRENT TERM. THE PRICE FOR EACH RENEWAL TERM WILL BE DETERMINED BY THE SELLER'S THEN-
CURRENT RATE, AS SPECIFIED IN THE APPLICABLE PAID SUBSCRIPTION PLAN, WHICH WILL BE MADE 
AVAILABLE OR PROVIDED DIRECTLY BY SELLER NO LATER THAN NINTY (90) DAYS PRIOR TO THE 
EXPIRATION OF THE THEN-CURRENT TERM. 

BUYER OR USER MAY CANCEL A SUBSCRIPTION BY CALLING 1-800-680-1220 OR +1 651-490-2860, 
EMAILING ANSWERS@TSI.COM, SENDING A WRITTEN NOTICE OF CANCELLATION TO TSI 
INCORPORATED, 500 CARDIGAN ROAD, SHOREVIEW, MN 55126 USA OR BY LOGGING INTO THEIR 
ACCOUNT AND CANCELLING DIRECTLY FROM THEIR ACCOUNT ON WWW.TSILINK.COM. 
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Buyer or user will not receive a refund for the current billing cycle as Buyer or user will continue to 
have the same access and benefits of the Subscription for the remainder of the current billing period. 
Seller does not offer prorated refunds for cancelled Subscriptions. 

Seller reserves the right to change Subscription Plans and rates from time to time. In the event of such 
changes, and if required, Seller will notify Buyer and user and request consent to continue. 

13.SOLE AND EXCLUSIVE TERMS OF SALE.  Except as otherwise agreed to in writing by Seller as to each 
paragraph herein or as required by any Additional Software Licenses including, but not limited to, those 
governing Solutions and Online Solutions, Buyer agrees that this document contains the sole and 

exclusive terms and conditions governing the sale of the goods and/or services sold hereunder. Any 
additional or different terms in documents provided by Buyer in any transaction paperwork or 
otherwise shall not apply and are hereby expressly objected to by Seller. 

14.ARBITRATION.  Seller may bring an action for nonpayment, infringement, or equitable relief before 
any judicial court of competent jurisdiction without need for arbitration. Any other claim or dispute 
arising out of or concerning the transaction evidenced hereby shall be settled by binding arbitration in 
Minneapolis, MN, under the Commercial Rules and procedures of the American Arbitration Association 
in effect at the time of the dispute. The arbitration panel shall be comprised of one person. The 
language of the arbitration shall be English. The award shall be enforceable in any court having 
jurisdiction. 

15.GOVERNING LAW.  This document, the transactions evidenced hereby and any dispute that arises 
shall be governed by the laws of the State of Minnesota, U.S.A., without regard to principles of 
conflicts of laws. The rights and obligations of the parties hereunder shall not be governed by the 

United Nations Convention on Contracts for the International Sale of Goods. Buyer irrevocably 
consents to the jurisdiction of the State and Federal Courts in Minnesota. 

16.FEDERAL GOVERNMENT ORDERS. If any portion of this order is submitted in connection with a 
contract between Buyer and a United States federal government agency, United States federal 
government contractor or subcontractor, or any ultimate end user otherwise in connection with a 
United States federal government contract (a "US Federal Government Contract") Buyer understands 
that Seller can commit only to the requirements in the flow-down clauses listed in the TSI Incorporated 

Acceptable US Government Contract Clauses at https://tsi.com/discover-tsi/our-policies/ effective as of 

the date of the Purchase Order. Any different or additional terms of any such US Federal Government 
Contract shall not be binding on Seller as a subcontractor or otherwise unless agreed to by Seller in 
signed writing. Buyer is solely responsible for ensuring compliance with its US Federal Government 
Contracts. 

17.MISCELLANEOUS.  This document is not an acceptance of any offer. All orders are subject to 
acceptance by Seller. Any action arising hereunder, or concerning the transactions evidenced hereby, 

in contract, in tort, or otherwise, other than an action for failure to pay, must be commenced within 
twelve (12) months of the date the cause of action accrues. Seller may correct any errors in the typed 
portion of this document at any time. These terms prevail over any of Buyer's general terms and 
conditions of purchase regardless of whether or when Buyer has submitted its purchase order or such 
terms. Seller's acknowledgement or performance through fulfillment of Buyer's order does not 
constitute acceptance of any of Buyer's terms and conditions and does not serve to modify or amend 
these terms. 
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By 
Legal Se s Department 

Party Name: 

Signature: 

Name: 

Title: 

Date: 

REVIEWED ONLY 
NOT APPROVE S A TO FORM 
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Philip McLaughlin

Chair, Board of Governors 

Kern County Hospital Authority

January 21, 2026



 
 

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 
 

 January 21, 2026 
 
Subject: Proposed retroactive Amendment No. 2 to Agreement 117-2024 with Kern Medical Center 
Foundation  
 
Recommended Action: Approve; Authorize Chairman to sign 
 
Summary:   
 
The Authority recommends your Board retroactively approve Amendment No. 2 to Agreement 117-
2024 with Kern Medical Center Foundation for administrative management of the Foundation.  The 
Agreement specifies that the Foundation will reimburse the Authority for salaries and benefits 
associated with staffing of the Foundation, including the Senior Director of Foundation Operations and 
support staff, in accordance with the fiscal provisions of the staffing fee set forth in Exhibit A.  The 
Agreement was effective August 1, 2023, and will remain in effect unless terminated.  The Amendment 
is retroactive to October 1, 2025.  
 
The amendment is retroactive to October 1, 2025 due to the expiration of the staffing fee for the 
period of August 1, 2024 through September 30, 2025.  While the date range specified in Amendment 
No. 1 for the staffing fee have passed, it should be noted that the maximum payable in Amendment 
No. 1 for the period August 1, 2025 through September 30, 2025, was never exceeded. 
 
Each year the Authority provides salary increases to its staff based on various factors including 
organizational performance, individual performance, and experience.  The proposed Amendment 
reflects the anticipated increases in salaries and benefits, effective October 1, 2025, for staff engaged 
or employed by the Authority pursuant to the terms of the Agreement.  The Foundation has no 
obligation to pay the staffing fee until the Authority incurs such expenses (the staffing fee is calculated 
on a prorated basis as positions are filled and/or vacated).  The maximum payable by the Foundation 
will not exceed $496,901.48 for the period October 1, 2025 through September 30, 2026.   

 
Therefore, it is recommended that your Board retroactively approve Amendment No. 2 to Agreement 
117-2024 with Kern Medical Center Foundation for administrative management services, effective 
October 1, 2025, and authorize the Chairman to sign. 
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AMENDMENT NO. 2 

TO 
STAFFING AGREEMENT 

(Kern County Hospital Authority – Kern Medical Center Foundation) 
  

This Amendment No. 2 to the Staffing Agreement is made and entered into this _____ 
day of __________, 2026, between Kern County Hospital Authority, a local unit of government 
(“Authority”), and Kern Medical Center Foundation, a California nonprofit public benefit 
corporation (“Foundation”), with its principal place of business located at 900 Truxtun Avenue, 
Suite 330, Bakersfield, California 93301. 
 

 RECITALS 
 

(a) The parties have heretofore entered into a Staffing Agreement dated June 26, 
2024 (“Agreement”), whereby Authority provides qualified personnel as is necessary for the 
proper and efficient operation of Foundation; and   
 
 (b) The parties agree to amend certain terms and conditions of the Agreement as 
hereinafter set forth; and 
 
 (c) The Agreement is amended effective October 1, 2025; 
 
 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, Payment for Services, paragraph 3.4, Maximum Payable, shall be deleted in its 
entirety and replaced with the following:  
   
  “3.4 Maximum Payable.  The maximum payable by Foundation under this 

Agreement shall not exceed $496,901.48 for the period October 1, 2025 through 
September 30, 2026.” 

 
2. Exhibit “A,” Staffing Fee, shall be deleted in its entirety and replaced with Amendment 
No. 2 to Exhibit “A,” Staffing Fee, attached hereto and incorporated herein by this reference. 
 
3. All capitalized terms used in this Amendment and not otherwise defined, shall have the 
meaning ascribed thereto in the Agreement. 
 
4. This Amendment shall be governed by and construed in accordance with the laws of the 
state of California. 
 
5. This Amendment may be executed in counterparts, each of which shall be deemed an 
original, but all of which take together shall constitute one and the same instrument. 
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6. 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 TO THE FOREGOING, the parties have executed this Amendment No. 2 
as of the day and year first written above. 
 
KERN MEDICAL CENTER FOUNDATION 
 
 
By_______________________ 
    Chairman 
    Board of Directors 
 
KERN COUNTY HOSPITAL AUTHORITY 
 
 
By_______________________ 
    Chairman 
    Board of Governors 
 
APPROVED AS TO CONTENT: 
 
 
By_______________________ 
    Scott Thygerson 
    Chief Executive Officer 
 
APPROVED AS TO FORM: 
LEGAL SERVICES DEPARTMENT 
 
 
By_______________________ 
    Vice President & General Counsel 
    Kern County Hospital Authority 
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AMENDMENT NO. 2 
TO 

EXHIBIT “A” 
STAFFING FEE  

(Effective October 1, 2025) 
 
 

[TO BE ATTACHED] 
 

 
 



Amendment No. 1 to Exhibit A
Staffing Fee

Effective October 1, 2025

Total Compensation

Job Classification
Cost Center 

Code
Full/Part 

time Base Salary
6% premium 

pay
Annual 

Compensation

Annual 
Employer Paid  

Benefits
Sr. Director of Foundation Operations 86100 Full Time 145,600.00$  8,736.00$         154,336.00$     38,060.36$     192,396.36$                
Director of Foundation Operations 86100 Full Time 130,569.45$  7,834.17$         138,403.62$     35,557.77$     173,961.39$                
Manager of Foundation Grants 86100 Full Time 95,169.81$    5,710.19$         100,880.00$     29,663.73$     130,543.73$                

Compensation Benefits



 
 
 

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 

 
January 21, 2026 
 
Subject: Proposed Statement of Institutional Commitment to Graduate Medical Education 
 
Recommended Action: Approve 
 
Summary:  
 
Kern Medical requests your Board approve the attached Statement of Institutional Commitment to Graduate 
Medical Education.  The Accreditation Council for Graduate Medical Education (ACGME) requires a current 
statement of Board commitment as part of the program and institutional requirements imposed by ACGME.  
The current statement of commitment was approved by your Board on June 21, 2023. 
 
Hospital teaching programs are accredited by the ACGME.  This accreditation means that the overall program 
structure is in conformance with general standards and is the means by which national oversight agencies are 
assured that an excellent teaching environment is maintained.  Each physician specialty training program is then 
accredited by another review agency called Resident Review Committee or RRC.  The RRC is responsible to 
ensure that the specific content of the specialty training program meets national standards.   
 
Kern Medical has 10 ACGME-accredited residency and fellowship programs.  ACGME accreditation and RRC 
certification are required for the graduates to receive a valid certification of completion for physician licensing.  
Accreditation and certification also are required for Kern Medical to be eligible to receive graduate medical 
education money from the Medicare/Medicaid programs either through direct reimbursement as it relates to 
patient care or through the disproportionate share hospital program.   
 
The ACGME commitment statement is an expression of interest by your Board in graduate medical education.  It 
is also a statement of commitment that as long as the teaching programs exist at Kern Medical, they will be 
supported through an investment of people, facilities, and appropriate systems, but it does not commit your 
Board to any specific allocation of resources.  This statement has been revised to conform to the new ACGME 
requirements, which include the actual date the statement is approved by your Board and specific references to 
the human and clinical resources necessary to sustain the graduate medical education programs.  The ACGME 
requires an updated statement of commitment by the institution’s governing body every five years.  The next 
statement is due on or before January 21, 2031.  
 
Therefore, IT IS RECOMMENDED that your Board approve the attached Statement of Institutional Commitment 
to Graduate Medical Education, effective January 21, 2026, and authorize the Chairman to sign. 



 
 

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 

KERN COUNTY HOSPITAL AUTHORITY  
KERN MEDICAL CENTER 

STATEMENT OF INSTITUTIONAL COMMITMENT TO GRADUATE MEDICAL EDUCATION  
 
COMMITMENT: Kern Medical Center (KMC) is owned and operated by Kern County Hospital 
Authority. The Board of Governors of Kern County Hospital Authority is held ultimately 
accountable for all aspects of KMC's operations and has adopted the stated mission. The Board 
of Governors has delegated to the Medical Staff the responsibility for the quality of medical 
care and education at KMC. KMC, in conjunction with its Medical Staff, is committed to 
excellence in residency education within an environment of quality patient care. The Board of 
Governors, through the KMC Administration, provides resources dedicated to maintaining the 
necessary teaching staff and other financial aspects of sustaining the accredited residency 
programs. To accomplish this objective, Kern County Hospital Authority and its Sponsoring 
Institution through KMC are committed to the following: 
 
1. To provide the leadership and financial and educational resources needed to enable the 
institution to achieve substantial compliance with the Accreditation Council for Graduate 
Medical Education (ACGME) Institutional Requirements and Common Program Requirements, 
and to enable the residency and fellowship programs to achieve substantial compliance with 
specific program requirements. 
 
2. To provide an organized administrative system to oversee all residency and fellowship 
programs through the Graduate Medical Education Committee (GMEC) and the Designated 
Institution Official having authority and responsibility for central administration of the graduate 
medical education programs. 
 
3. To provide an ethical, professional, and scholarly environment in which to conduct 
graduate medical education and to promote scholarly activity. 
 
4. To provide an Institutional Review Board as the administrative structure for oversight of 
all research activities and maintenance of state and federal regulatory compliance. 
 
5. To ensure that each sponsored residency and fellowship program provides an organized 
educational program with guidance and supervision of the residents/fellows, facilitating their 
professional and personal development while ensuring safe and appropriate care for patients. 
 
6. To ensure the regular assessment of the educational quality of ACGME-accredited 
programs and to ensure that these programs are in substantial compliance with the 
Institutional, Common and specialty-specific Program Requirements and the ACGME Policies 
and Procedures. 
 
7. To foster a diverse, equitable and inclusive learning environment. 
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8. To provide adequate resources, such as appropriate space, modern technology, and 
necessary supplies, are readily available to provide effective support for each of the institution's 
ACGME-accredited programs. These resources are essential for facilitating the educational and 
clinical activities of the programs and ensuring a conducive learning environment for residents 
and fellows.   
 
9. To create a robust clinical learning environment that promotes patient safety, high-
quality care, and interprofessional collaboration. KMC will provide clinical resources and ensure 
that our residents and fellows receive comprehensive and diverse clinical experiences to 
develop the necessary skills and competencies required for their respective specialties.   
 
10. To recognize the significance of resident and fellow well-being and are committed to 
fostering a supportive and healthy environment. KMC will actively promote work-life balance, 
encourage mental and physical wellness, and provide resources to address any issues related to 
well-being. 
 
11. To ensure that when resident/fellow education occurs in a participating institution, that 
KMC continues to have responsibility for the quality of that educational experience and retains 
authority over the activities of residents/fellows, and that appropriate letters of agreements 
exist between KMC and all participating institutions. 
 
12. To maintain KMC's accreditation by The Joint Commission. 
 
13. To provide and maintain facilities to meet the needs of its educational programs and 
patient care services and to acquire and maintain appropriate medical equipment and 
technology to support the hospital staff. 
 
14. To develop and maintain a hospital staff with the appropriate range of skills and 
specialties capable of providing quality patient care, service, and education. 
 
15. To continuously evaluate and improve patient care from a clinical and service 
perspective and to conduct formal quality assurance programs by reviewing complications and 
deaths, and to ensure that residents/fellows participate in KMC's performance improvement 
program and uphold the Clinical Learning Environment Review (CLER) program. 
 
16. To embrace the challenge of eliminating health disparities and transforming health care 
to enrich and improve the lives of those we serve. 
 
MISSION STATEMENT: KMC provides a diverse learning environment that supports and expands 
access to the highest quality of patient-centered care in the Central Valley, promotes academic 
excellence and personal growth, sponsors scholarship and research, and nurtures professional 
development and well-being. 
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The governing authority, the administration, and the teaching faculty and staff support this 
Statement of Institutional Commitment. 
 
Dated: January 21, 2026 
 
Kern County Hospital Authority 
 
By:__________________________ 
      Chairman, Board of Governors 
 
Kern Medical Center 
 
By:__________________________ 
      Chief Executive Officer 
 
Graduate Medical Education at  
Kern Medical Center 
 
By:__________________________ 
     Designated Institutional Official 
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A Designated Public Hospital 
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January 14, 2026 
 
From: Kern Medical Center 
To: Kern County Hospital Authority Board of Governors 
 Kern County Board of Supervisors 
 City of Bakersfield City Council  
 Kern County Office of Emergency Services 
 California Office of Emergency Services 
 
Subject: AB 1882 Seismic Compliance Reporting 
 
1. Per Assembly Bill (AB) 1882 (Chapter 584, Statutes of 2022), Kern Medical Center reports its 

seismic compliance status in paragraph 2 below.  AB 1882 seeks to raise the awareness of a 
general acute care hospital’s compliance with the seismic safety regulations or standards 
outlined in the Alfred E. Alquist Hospital Facility’s Seismic Safety Act of 1983 through public 
notices, hospital campus postings, Department of Health Care Access and Information 
website, and annual status updates until compliance is achieved.   
 
As defined in Section 129725 and licensed pursuant to subdivision (a) of Section 1250 of the 
Health & Safety Code, general acute care hospitals in California, must comply with the 
Structural Performance Category (SPC) and Non-structural Performance Category (NPC) 
regulations mandated by the Health Care Access and Information (HCAI) department.   
 
Below is a brief description of each SPC/NPC rating: 
 

• SPC 1 – These buildings pose significant risk of collapse and danger to the public. 
• SPC 2 – These buildings do not significantly jeopardize life, but may not be repairable 

or functional following strong ground motion. 
• SPC 3 – These buildings may experience structural damage which does not 

significantly jeopardize life, but may not be repairable or functional following strong 
ground motion. 

• SPC 4 – These buildings are in compliance with the structural provisions, but may 
experience structural damage which may inhibit ability to provide services to the 
public following strong ground motion. 

• SPC 5 – Buildings that are in compliance with the structural provisions, and are 
reasonable capable of providing services to the public following strong ground 
motion. 

• NPC 1 – Buildings with equipment and systems not meeting the anchoring 
requirements. 
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• NPC 2 – Communications systems, emergency power supply, bulk medical gas 
systems, fire alarm systems and emergency lighting/equipment/signs in means of 
egress are seismically strapped/anchored. 

• NPC 3 – The building meets the criteria for NPC “2” and in critical care areas where 
nonstructural components, equipment and fire sprinkler systems are seismically 
strapped/anchored.  

• NPC 4 – Building meets the criteria for NPC “3” and all architectural, mechanical, 
electrical systems, components/equipment and hospital equipment meet the 
seismic bracing/anchoring requirements. 

• NPC 5 – Building meets the criteria for NPC “4” and on-site supplies of water and 
holding tanks for sewage and liquid waste, sufficient to support 72 hours of 
emergency operations, are integrated into the building plumbing systems.  An on-
site emergency system is incorporated into the building electrical system for critical 
care areas.  Additionally, the system shall provide for radiological services and an 
onsite supply fuel supply for 72 hours of acute care operations.   

 
2. Building Status: 
 

a. Building 00808 (G Wing Dietary), SPC-2/NPC-2.  The State of California has determined 
that this building does not significantly jeopardize life, but may not be repairable or 
functional following an earthquake.  The following services are provided in this building: 
housekeeping/environmental services and supplies, kitchen storage, engineering, 
employee health, simulation lab, social services, case management, staff development. 

 
b. Building 00809 (Central Utility Plant), SPC-5/NPC-4.  The State of California has 

determined that this building is at risk of not being functional to provide care to its 
patients or community after an earthquake.  The following services are provided in this 
building: central utilities 

 
c. Building 00804 (D Wing), SPC-4/NPC-2.  The State of California has determined that this 

building does not significantly jeopardize life, but may not be repairable or functional 
following an earthquake.  The following services are provided in this building: nursing 
and general medical, med surge, clinical lab, neonatal intensive care, postpartum, 
respiratory, intensive care. 

 
d. Building 00805 (E Wing), SPC-5/NPC-2.  The State of California has determined that this 

building is at risk of not being functional to provide care to its patients or community 
after an earthquake.  The following services are provided in this building: emergency 
services, radiology, surgery, anesthesia, sterile supplies, sterile processing, general 
storage.  

 
e. Building 03806 (B/C Wing South), SPC-2/NPC-2.  The State of California has determined 

that this building does not significantly jeopardize life, but may not be repairable or 
functional following an earthquake.  The following services are provided in this building: 
general medical, imaging, radiological, diagnostic imaging, general storage, obstetrics, 
pediatric, pharmacy, administration. 
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f. Building 00806 (E Wing Infill), SPC-5/NPC-2.  The State of California has determined that 
this building is at risk of not being functional to provide care to its patients or 
community after an earthquake.  The following services are provided in this building: 
surgery, radiology, post-anesthesia care unit, patient dressing room. 

 
g. Building 00803 – (B/C Wing North), SPC-2/NPC-2.  The State of California has 

determined that this building does not significantly jeopardize life, but may not be 
repairable or functional following an earthquake.  The following services are provided in 
this building: behavioral health, general medical, general storage, obstetrics, 
pediatric/adolescent nursing, diagnostic imaging, dietetic, special procedures, nuclear 
medicine, outpatient services, respiratory, physical rehabilitation, staff dressing room.   

 
 

Sincerely, 
 
 
 
Scott Thygerson, 
Chief Executive Officer 
Kern Medical 
 
 
 
 
   
 
 
 
 
 



 
 

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 

 
January 21, 2026 
  
Subject:  Report on upcoming anticipated retroactive agreements  
 
Recommended Action:  Receive and File  
 
Summary: 
 
On February 18, 2025, your Board requested that staff notify your Board of upcoming retroactive 
agreements.  Staff has compiled the attached report on upcoming anticipated retroactive agreements 
since last reported in April.  As requested, all board memos will state the reason for the retroactivity 
and reference the date your Board was first notified the agreement would be retroactive.   
 
Therefore, it is recommended that your Board receive and file the attached report.  



BOARD OF GOVERNORS 
REPORT ON UPCOMING ANTICIPATED RETROACTIVE AGREEMENTS 

January 21, 2026 
 
 

Agreement Description 
McMurtrey Lince, Inc. Unforeseen adjustments for the pediatric emergency 

department 
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January 21, 2026 
 
Subject: Proposed Report of Independent Auditors from Baker Tilly US, LLP 

 
Recommended Action: Receive and File; Refer to Kern County Board of Supervisors    

 
Summary: 

 
Kern Medical requests your Board receive and file and refer the Report of Independent 
Auditors from Baker Tilly US, LLP, for the audit of Kern Medical Center’s financial statements to 
the Kern County Board of Supervisors, as required by the county ordinance. The scope of the 
audit includes the audit of Kern Medical Center financial statements, which comprise the 
statement of net position as of June 30, 2025, and the related statements of revenue, expenses 
and changes in net position, and cash flows for the year then ended, and the related notes to 
the financial statements.  Representatives of Baker Tilly will be available to present the report 
and answer questions. 
 
 
 



 

 

           

Reports of Independent Auditors and Financial Statements with 
Required Supplementary Information 

Kern County Hospital Authority 

June 30, 2025 and 2024
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Management’s Discussion and Analysis 

The discussion and analysis of the financial performance of Kern County Hospital Authority (the Authority 

or Kern Medical) provides an overall review of the financial activities for the years ended June 30, 2025, 

2024, and 2023. The intent of this discussion and analysis is to provide further information about Kern 

Medical’s financial performance as a whole. Readers should also review the financial statements and the 

accompanying notes to the financial statements to enhance their understanding of Kern Medical’s 

financial performance. 

Summary of Organization and Business 

The County of Kern (County) established the Authority as a public entity separate from the County to 

operate Kern Medical Center, a highly specialized tertiary referral center, an academic institution, and a 

designated public hospital for Kern County. The County transferred the ownership and operations of Kern 

Medical effective July 1, 2016. The Authority provides an organizational and operational structure that 

facilitates and enhances Kern Medical’s ability to function with flexibility, responsiveness, and innovation. 

The creation of an independent Hospital Authority also provides maintenance, operation, management, 

and control of Kern Medical and its related health care resources in a manner consistent with the 

County’s obligations under Section 17000 of the Welfare and Institutions Code. Further, the Authority 

offers an approach to achieve these objectives in a manner that ensures the continued viability of Kern 

Medical, and it constitutes an ongoing material benefit to the County and its residents. The Authority is 

not governed by, or subject to the County’s Civil Service Commission regulation or other operational rules 

of the County, including, but not limited to, those relating to personnel and procurement. 

Key Performance Indicators 

2025 2024 2023

Admissions (excluding births) 10,184            9,608              9,364              

Discharges 12,453            12,658            12,503            

Births 2,604              2,530              2,272              

Patient days (excluding newborns) 64,243            60,008            59,351            

Average daily census 176                 164                 163                 
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Overview of the Financial Statements 

The financial statements of Kern Medical report information about Kern Medical’s use of accounting 

methods, which are similar to those used by private sector companies. These statements offer short- and 

long-term financial information about its activities and include the statement of net position; the statement 

of revenues, expenses, and changes in net position; and the statement of cash flows. In addition, the 

accompanying notes are an integral part of these financial statements. 

The statement of net position includes all of Kern Medical’s assets, liabilities, and deferred inflows and 

outflows and provides information about the nature and amounts of investments in resources (assets) and 

obligations to Kern Medical’s creditors (liabilities). It also provides the basis for evaluating the capital 

structure of Kern Medical and assessing the liquidity and financial flexibility of Kern Medical. 

The statement of revenues, expenses, and changes in net position reports all of the revenues and 

expenses during the time period indicated. This statement measures the success of Kern Medical’s 

operations over the past year and can be used to determine whether Kern Medical has successfully 

recovered all of its costs through its charges at established rates and other revenues. Over time, 

increases or decreases in net position may serve as a unique indicator of whether or not the financial 

position of Kern Medical is improving or deteriorating. 

The statement of cash flows reports cash receipts; cash payments; changes in cash resulting from 

operations, investing, and financing activities; and the changes in cash during the reporting period. 

The notes to the financial statements provide required disclosures and other information that are essential 

to a full understanding of material data provided in the statements. The notes present information about 

Kern Medical’s accounting policies, significant account balances and activities, material risks, obligations, 

commitments, contingencies, and subsequent events, if any. 
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Financial Analysis 

Condensed Statements of Net Position 

2025 2024 2023

Current assets 361,756,738$  335,066,016$  331,734,116$  

Right-to-use assets 8,403,667       11,678,001      7,095,039       

Subscription-Based Information

Technology Arrangements (SBITA) 1,502,491       2,253,087       3,026,383       

Other post-employment benefits (OPEB) 2,173,374       1,452,817       -                     

Capital assets 96,837,579      95,368,229      95,938,261      

Total assets 470,673,849    445,818,150    437,793,799    

Deferred outflows of resources 107,614,345    118,686,651    106,689,945    

Total assets and deferred

outflows of resources 578,288,194$  564,504,801$  544,483,744$  

Current liabilities 72,715,638$    69,522,227$    62,086,798$    

Noncurrent liabilities 378,919,669    393,501,628    396,533,096    

Total liabilities 451,635,307    463,023,855    458,619,894    

Deferred inflows of resources 24,765,696      36,070,074      25,368,248      

Net investment in capital assets 96,837,579      95,368,229      95,938,261      

Unrestricted 5,049,612       (29,957,357)    (35,442,659)    

Total net position 101,887,191    65,410,872      60,495,602      

Total liabilities, deferred inflows

of resources, and net position 578,288,194$  564,504,801$  544,483,744$  

June 30,
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Statements of Net Position Highlights: 

Changes from fiscal 2024 to 2025 

Current assets – Current assets increased $26.7 million, or 8%, from fiscal year 2024 to 2025, mainly due 

to an increase in receivables from government agencies. The government receivables balance increased 

$34.7 million, or 17%, from fiscal year 2024 to 2025. Kern Medical is entitled to receive supplemental 

funding from various state and federal government sources based on patients served. The increase in 

receivables from government agencies is due in large part to the timing of when state and federal 

government agencies issue funds to healthcare providers. Some supplemental programs cross over fiscal 

and calendar years. This can result in large fluctuations in the receivables balance at fiscal year-end. 

Deferred outflows of resources – In connection with GASB No. 68 and GASB No. 75, Kern Medical 

reported a $11.1 million, or 9%, decrease in deferred outflows of resources related to changes in actuarial 

assumptions, net differences between projected and actual earnings on pension plan investments, and 

contributions made subsequent to the measurement date. The deferred outflows of resources reported 

are $107.6 million as of June 30, 2025, compared to a balance of $118.7 million as of June 30, 2024. 

Current liabilities – Current liabilities increased from fiscal year 2024 by $3.2 million, or 5%. The increase 

is mainly due to a $2.0 million increase in salaries and benefits payable. The salaries and benefits 

payable balance reported is $19.8 million as of June 30, 2025, compared to a balance of $17.8 million as 

of June 30, 2024. 

Noncurrent liabilities – Noncurrent liabilities decreased from fiscal year 2024 by $14.6 million, or 4%. The 

decrease is mainly due to a decrease in the net pension liability. 

Deferred inflows of resources – In connection with GASB No. 68 and GASB No. 75, Kern Medical 

reported a $11.3 million, or 31%, decrease in deferred inflows of resources related to the net differences 

between pension plan and other postemployment benefits expected and actual experience and changes 

in proportion and differences between Kern Medical contributions and proportionate share of 

contributions. The deferred inflows of resources reported are $24.8 million as of June 30, 2025, compared 

to a balance of $36.1 million as of June 30, 2024. 

Unrestricted net position – The unrestricted net position increased $35.0 million, or 117%, from fiscal year 

2024 to 2025, due to changes in actuarial assumptions and operating income for 2025. The balance 

consists mainly of net pension liability. The unrestricted net position reported is a surplus of $5.0 million 

as of June 30, 2025, compared to a deficit of $30.0 million as of June 30, 2024. 
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Changes from fiscal 2023 to 2024 

Current assets – Current assets increased $3.3 million, or 1%, from fiscal year 2023 to 2024, mainly due 

to an increase in receivables from government agencies. The government receivables balance increased 

$24.3 million, or 13%, from fiscal year 2023 to 2024. Kern Medical is entitled to receive supplemental 

funding from various state and federal government sources based on patients served. The increase in 

receivables from government agencies is due in large part to the timing of when state and federal 

government agencies issue funds to healthcare providers. Some supplemental programs cross over fiscal 

and calendar years. This can result in large fluctuations in the receivables balance at fiscal year-end. 

Deferred outflows of resources – In connection with GASB No. 68 and GASB No. 75, Kern Medical 

reported a $12.0 million, or 11%, increase in deferred outflows of resources related to changes in 

actuarial assumptions, net differences between projected and actual earnings on pension plan 

investments, and contributions made subsequent to the measurement date. The deferred outflows of 

resources reported are $118.7 million as of June 30, 2024, compared to a balance of $106.7 million as of 

June 30, 2023. 

Current liabilities – Current liabilities increased from fiscal year 2023 by $7.4 million, or 12%. The increase 

is mainly due to a $4.1 million increase in salaries and benefits payable. The salaries and benefits 

payable balance reported is $17.8 million as of June 30, 2024, compared to a balance of $13.7 million as 

of June 30, 2023. 

Noncurrent liabilities – Noncurrent liabilities decreased from fiscal year 2023 by $3.0 million, or 1%. The 

decrease is mainly due to a decrease in other post-employment benefits. 

Deferred inflows of resources – In connection with GASB No. 68 and GASB No. 75, Kern Medical 

reported a $10.7 million, or 42%, increase in deferred inflows of resources related to the net differences 

between pension plan and other postemployment benefits expected and actual experience and changes 

in proportion and differences between Kern Medical contributions and proportionate share of 

contributions. The deferred inflows of resources reported are $36.1 million as of  June 30, 2024, 

compared to a balance of $25.4 million as of June 30, 2023. 

Unrestricted net position – The unrestricted net position increased $5.5 million, or 15%, from fiscal year 

2023 to 2024, due to changes in actuarial assumptions and operating income for 2024. The balance 

consists mainly of net pension liability. The unrestricted net position reported is a deficit of $30.0 million 

as of  June 30, 2024, compared to a deficit of $35.4 million as of June 30,2023. 
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Condensed Statements of Revenues, Expenses, and Changes in Net Position 

2025 2024 2023

Operating revenue 627,880,234$      550,205,521$      511,155,067$      

Nonoperating revenue 566,914              628,678              2,251,203           

Total revenue 628,447,148 550,834,199 513,406,270 

Depreciation and amortization 15,969,828         15,853,165         15,488,084         

Operating expenses 571,952,959       526,883,399       495,419,267       

Nonoperating expenses 4,048,042           3,182,365           1,991,159           

Total expenses 591,970,829 545,918,929 512,898,510 

Change in net position 36,476,319         4,915,270           507,760              

Beginning net position, beginning of year 65,410,872         60,495,602         59,987,842         

Ending net position 101,887,191$      65,410,872$       60,495,602$       

 
Statements of Revenue, Expenses, and Changes in Net Position Highlights: 

Changes from fiscal 2024 to 2025 

The first component of Kern Medical’s net position is its operating revenue. Operating revenue increased 

by $77.7 million, or 14%, in fiscal year 2025 as compared to fiscal year 2024. The primary components of 

operating revenue are as follows: 

Net patient service revenue totaled $327.6 million for the fiscal year ended June 30, 2025. This was a 

$35.8 million, or 12% increase from fiscal year 2024 to fiscal year 2025 due primarily to strong patient 

census levels. Kern Medical also recognized revenue from various indigent patient funding sources 

including Intergovernmental Transfer Programs, Enhanced Payment Program funding, and the Hospital 

Fee Program totaling $221.3 million for the year, as compared to fiscal year 2024 of $196.7 million. 

The second component of Kern Medical’s net position is its operating expenses. Operating expenses 

increased $45.2 million, or 8%, in fiscal year 2025 as compared to fiscal year 2024. The increase is 

mainly due to increases in salaries and benefits expenses. 
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Changes from fiscal 2023 to 2024 

The first component of Kern Medical’s net position is its operating revenue. Operating revenue increased 

by $39.0 million, or 8%, in fiscal year 2024 as compared to fiscal year 2023. The primary components of 

operating revenue are as follows: 

Net patient service revenue totaled $291.8 million for the fiscal year ended June 30, 2024. This was a 

$19.8 million, or 7% increase from fiscal year 2023 to fiscal year 2024 due primarily to strong patient 

census levels. Kern Medical also recognized revenue from various indigent patient funding sources 

including Intergovernmental Transfer Programs, Enhanced Payment Program funding, and the Hospital 

Fee Program totaling $196.7 million for the year, as compared to fiscal year 2023 of $173.3 million. 

The second component of Kern Medical’s net position is its operating expenses. Operating expenses 

increased $31.8 million, or 6%, in fiscal year 2024 as compared to fiscal year 2023. The increase is 

mainly due to increases in salaries and benefits expenses. 

Analysis of Capital Assets 

In fiscal year 2025, Kern Medical’s capital assets increased approximately $1.5 million due to relatively 

more additions of capital assets, Construction in Progress and various other additions as compared to 

fiscal year 2024. In fiscal year 2024, Kern Medical’s capital assets decreased approximately $570.0 

thousand due to relatively fewer additions of capital assets, Construction in Progress and various other 

additions as compared to fiscal year 2023. The table below provides summarized information for Kern 

Medical’s outstanding capital assets for the years ended June 30, 2025 and 2024: 

July 1, 2024 Additions Deletions Transfers June 30, 2025

Capital assets not subject to depreciation 10,051,843$     8,405,248$       -$                        (241,151)$         18,215,940$     

Capital assets subject to depreciation 247,119,064     4,924,276          (101,393)            241,151             252,183,098     

Less: accumulated depreciation and amortization 161,802,678     11,758,781       -                          -                          173,561,459     

Capital assets subject to depreciation, net 85,316,386       (6,834,505)        (101,393)            241,151             78,621,639       

Capital assets, net 95,368,229$     1,570,743$       (101,393)$         -$                        96,837,579$     

July 1, 2023 Additions Deletions Transfers June 30, 2024

Capital assets not subject to depreciation 10,354,486$     6,783,900$       -$                        (7,086,543)$      10,051,843$     

Capital assets subject to depreciation 235,610,268     4,422,253          -                          7,086,543          247,119,064     

Less: accumulated depreciation and amortization 150,026,493     11,776,185       -                          -                          161,802,678     

Capital assets subject to depreciation, net 85,583,775       (7,353,932)        -                          7,086,543          85,316,386       

Capital assets, net 95,938,261$     (570,032)$         -$                        -$                        95,368,229$     

Additional information on Kern Medical’s capital assets can be found in Note 4 of this report.
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Long-Term Debt Summary 

In fiscal year 2025, the decrease in long-term debt is the result of principal payments on existing debt. In 

fiscal year 2024, the decrease in long-term debt is primarily the result of a decrease in line of credit 

borrowing. The table below provides summarized information for the Kern Medical’s outstanding long-

term liabilities as of June 30, 2025 and 2024: 

Amounts Amounts Due

Incurred Satisfied Due Within in More Than

June 30, 2024 or Issued or Matured June 30, 2025 One Year One Year

Pension obligation bonds 8,213,229$       -$                        1,062,281$       7,150,948$       1,058,183$       6,092,765$       

Amounts Amounts Due

Incurred Satisfied Due Within in More Than

June 30, 2023 or Issued or Matured June 30, 2024 One Year One Year

Pension obligation bonds 10,205,194$     -$                        1,991,965$       8,213,229$       1,062,281$       7,150,948$       

Additional information on Kern Medical’s long-term debt can be found in Note 5 of this report.

 
Economic Factors Affecting Next Year 

Kern Medical adjusts to changing conditions as needed and maintains the staffing, supplies, and personal 

protective equipment levels necessary to provide coverage for increases in patient volumes when 

needed. For fiscal year 2026, Kern Medical will continue to qualify for various governmental funding 

programs. On December 29, 2021, the State of California announced federal approval of a five-year 

Medicaid (Medi-Cal) Section 1115 waiver extension. The waiver extension is part of a larger package of 

proposals under the California Advancing and Innovating Medi-Cal (CalAIM) program. Section 1115 

waivers allow states to waive certain federal Medicaid rules so that they can pursue innovative strategies 

to improve care for Medicaid beneficiaries. The extension has allowed Kern Medical to continue to 

receive funding from all components of the waiver including the Global Payment Program (GPP). The 

Whole Person Care (WPC) component of the previous waiver has been bridged into the new Enhanced 

Care Management (ECM) program.  ECM is supported by the Providing Access and Transforming Health 

(PATH) funding initiative under CalAIM. As with WPC, PATH is designed to provide integrated, patient-

centered care through coordination of physical and behavioral health and social services to meet patients’ 

holistic needs. Under the current waiver the largest components that Kern Medical participates in are the 

Quality Incentive Pool (QIP) program and the Enhanced Payment Program (EPP). QIP and EPP are 

favorable because the funding for these programs is no longer contingent on the approval of a new 

waiver. The QIP and EPP were developed five years ago due to a Medicaid managed care rule 

implemented by the Centers for Medicare & Medicaid Services (CMS) that limits the ability of states to 

direct payments to health care providers unless certain conditions are met. Exceptions to the rule are 

payments directed to health care providers that are tied to performance and payments that provide a 

uniform payment increase that includes a pre-determined increase over contracted rates. 

Operating expenses are expected to increase primarily from staffing costs, as well as inflation increasing 

supplies and purchased services expenses. The timing of State and Federal funding will continue to 

impact cash flow throughout the year. 



 

Kern County Hospital Authority 

Management’s Discussion and Analysis 

9 
 

Contacting Kern Medical’s Chief Financial Officer 

This financial report is designed to provide citizens, customers, and creditors with a general overview of 

Kern Medical’s finances and to demonstrate Kern Medical’s accountability for the money it receives. If 

you have any questions about this report, or need additional financial information, please contact the 

Chief Financial Officer, Kern Medical, 1700 Mount Vernon Ave., Bakersfield, California 93306. 
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Report of Independent Auditors 

The Board of Governors 

Kern County Hospital Authority 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Kern County Hospital Authority, a discretely presented 

component unit of the County of Kern, California, which comprise the statements of net position as of 

June 30, 2025 and 2024, and the related statements of revenues, expenses, and changes in net 

position and cash flows for the years then ended, and the related notes to the financial statements, 

which collectively comprise Kern County Hospital Authority’s basic financial statements as listed in 

the table of contents. 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 

respects, the net position of Kern County Hospital Authority as of June 30, 2025 and 2024, and the 

respective changes in financial position and cash flows thereof for the years then ended in 

accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United 

States of America (GAAS) and the standards applicable to financial audits contained in Government 

Auditing Standards (Government Auditing Standards), issued by the Comptroller General of the 

United States. Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 

independent of Kern County Hospital Authority and to meet our other ethical responsibilities, in 

accordance with the relevant ethical requirements relating to our audit. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with accounting principles generally accepted in the United States of America, and for the 

design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

In preparing the financial statements, management is required to evaluate whether there are 

conditions or events, considered in the aggregate, that raise substantial doubt about Kern County 

Hospital Authority’s ability to continue as a going concern for twelve months beyond the financial 

statement date, including any currently known information that may raise substantial doubt shortly 

thereafter. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 

that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 

assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 

Government Auditing Standards will always detect a material misstatement when it exists. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 

internal control. Misstatements are considered material if there is a substantial likelihood that, 

individually or in the aggregate, they would influence the judgment made by a reasonable user based 

on the financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we  

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such 

procedures include examining, on a test basis, evidence regarding the amounts and disclosures 

in the financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of Kern County Hospital Authority’s internal control. Accordingly, no 

such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 

financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about Kern County Hospital Authority’s ability to continue as a going 

concern for a reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other 

matters, the planned scope and timing of the audit, significant audit findings, and certain internal 

control–related matters that we identified during the audit. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that management’s 

discussion and analysis and other post-employment benefit schedules on pages 1-9 and 49-51, 

respectively, be presented to supplement the basic financial statements. Such information is the 

responsibility of management and, although not a part of the basic financial statements, is required by 

the Governmental Accounting Standards Board who considers it to be an essential part of financial 

reporting for placing the basic financial statements in an appropriate operational, economic, or 

historical context. We have applied certain limited procedures to the required supplementary 

information in accordance with auditing standards generally accepted in the United States of 

America, which consisted of inquiries of management about the methods of preparing the information 

and comparing the information for consistency with management's responses to our inquiries, the 

basic financial statements, and other knowledge we obtained during our audit of the basic financial 

statements. We do not express an opinion or provide any assurance on the information because the 

limited procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 

collectively comprise Kern County Hospital Authority’s basic financial statements. The schedules of 

net position and schedules of revenues, expenses, and changes in net assets on pages 53-56 are 

presented for purposes of additional analysis and are not a required part of the basic financial 

statements. Such information is the responsibility of management and was derived from and relates 

directly to the underlying accounting and other records used to prepare the basic financial 

statements. The information has been subjected to the auditing procedures applied in the audit of the 

basic financial statements and certain additional procedures, including comparing and reconciling 

such information directly to the underlying accounting and other records used to prepare the basic 

financial statements or to the basic financial statements themselves, and other additional procedures 

in accordance with auditing standards generally accepted in the United States of America. In our 

opinion, the schedules of net position and schedules of revenues, expenses, and changes in net 

assets are fairly stated, in all material respects, in relation to the basic financial statements as a 

whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 9, 

2026, on our consideration of Kern County Hospital Authority’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 

agreements and other matters. The purpose of that report is solely to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, and 

not to provide an opinion on the effectiveness of Kern County Hospital Authority’s internal control 

over financial reporting or on compliance. That report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering Kern County Hospital Authority’s 

internal control over financial reporting and compliance. 

 
Los Angeles, California 

January 9, 2026 
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Statements of Net Position 

June 30, 2025 and 2024 

2025 2024

CURRENT ASSETS

Cash 28,833,361$     50,429,103$     

Revolving fund cash 3,000               3,000               

Patient accounts receivable, net of allowances for doubtful

accounts of $14,235,000 in 2025 and $11,580,000 in 2024 (Note 3) 58,532,527       49,254,598       

Due from governmental agencies (Note 8) 239,397,612     204,691,559     

Other receivables 21,804,398       19,149,725       

Inventories 5,554,598         4,640,928         

Prepaid expenses 7,631,242         6,897,103         

Total current assets 361,756,738     335,066,016     

RIGHT-TO-USE ASSETS, net (Note 17) 8,403,667         11,678,001       

SUBSCRIPTION-BASED INFORMATION TECHNOLOGY

ARRANGEMENTS (SBITA), net (Note 18) 1,502,491         2,253,087         

NET OTHER POST-EMPLOYMENT BENEFITS (OPEB) (Note 12) 2,173,374         1,452,817         

CAPITAL ASSETS, net (Note 4) 96,837,579       95,368,229       

Total assets 470,673,849     445,818,150     

DEFERRED OUTFLOWS OF RESOURCES (Notes 10 and 12) 107,614,345     118,686,651     

Total assets and deferred outflows of resources 578,288,194$   564,504,801$   

CURRENT LIABILITIES

Accounts payable and accrued expenses 34,872,994$     35,054,176$     

Salaries and employee benefits payable 19,812,529       17,839,227       

Interest payable, current portion (Note 6) 957,053            883,631            

Current portion of compensated absences payable 7,648,301         7,190,901         

Current portion of lease liability (Note 17) 3,187,613         3,450,414         

763,896            754,163            

Current portion of estimate for professional liability (Note 13) 3,171,800         2,334,246         

Current portion of estimate for workers' compensation liability (Note 13) 1,243,269         953,188            

Current portion of long-term debt (Note 5) 1,058,183         1,062,281         

Total current liabilities 72,715,638       69,522,227       

NONCURRENT LIABILITIES

Interest payable, net of current portion (Note 6) 7,408,309         7,151,631         

Compensated absences payable, net of current portion 17,846,036       16,778,768       

Net pension liability (Note 10) 331,776,526     344,447,058     

Estimate for professional liability, net of current portion (Note 13) 4,677,115         4,144,007         

Estimate for workers' compensation liability, net of current portion (Note 13) 4,717,769         3,643,201         

Lease liability, net of current portion (Note 17) 5,570,506         8,592,909         

SBITA liability, net of current portion (Note 18) 830,643            1,593,106         

Long-term debt, net of current portion (Note 5) 6,092,765         7,150,948         

Total liabilities 451,635,307     463,023,855     

DEFERRED INFLOWS OF RESOURCES (Notes 10 and 12) 24,765,696       36,070,074       

NET POSITION

Investment in capital assets 96,837,579       95,368,229       

Unrestricted 5,049,612         (29,957,357)      

Total net position 101,887,191     65,410,872       

Total liabilities, deferred inflows of resources, and net position 578,288,194$   564,504,801$   

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

Current portion of SBITA liability (Note 18)
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Statements of Revenues, Expenses, and Changes in Net Position 

Years Ended June 30, 2025 and 2024 

2025 2024

OPERATING REVENUES

Net patient service revenue, net of provisions for 

uncollectible accounts of $17,734,000 in 2025

and $14,410,000 in 2024 327,646,530$  291,829,189$  

Indigent patient care funding 221,263,117    196,711,998    

Correctional medicine funding 42,224,388      34,172,564      

County funding 3,422,529       3,422,997       

Other operating revenue 33,323,670      24,068,773      

Total operating revenues 627,880,234    550,205,521    

OPERATING EXPENSES

Salaries and employee benefits 372,184,589    335,328,140    

Services and supplies 193,973,048    186,217,117    

Other expenses 5,795,322       5,338,142       

Depreciation and amortization 15,969,828      15,853,165      

Total operating expenses 587,922,787    542,736,564    

OPERATING INCOME 39,957,447      7,468,957       

NONOPERATING REVENUES (EXPENSES)

Interest on bank deposits and investments, net 185,478          241,391          

Revenue from other governmental agencies 200,535          193,480          

Other nonoperating revenues 180,901          193,807          

Interest expense (4,048,042)      (3,182,365)      

Total nonoperating revenues (expenses), net (3,481,128)      (2,553,687)      

Change in net position 36,476,319      4,915,270       

NET POSITION, beginning of year 65,410,872      60,495,602      

NET POSITION, end of year 101,887,191$  65,410,872$    
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Statements of Cash Flows 

Years Ended June 30, 2025 and 2024 

2025 2024

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received for patients/current services 318,368,601$   296,516,002$   

Cash received for other operations 262,872,978     234,229,268     

Cash paid for salaries and benefits (382,309,780)    (336,777,015)    

Cash paid for services and supplies (198,862,050)    (191,615,355)    

Net cash provided by operating activities 69,749               2,352,900          

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from various County funds 381,436             387,287             

Interest paid – pension obligation bond (2,539,472)        (1,434,598)        

Principal paid – pension obligation bond (1,062,281)        (1,991,965)        

Interest paid – line of credit (783,152)            (462,691)            

Net cash used in noncapital financing activities (4,003,469)        (3,501,967)        

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES

Acquisition or construction of capital assets (13,228,131)      (11,206,153)      

Payments on lease liability (3,802,269)        (3,577,688)        

Payments on SBITA liability (817,100)            (836,662)            

Net cash used in capital and related financing activities (17,847,500)      (15,620,503)      

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on bank deposits and investments 185,478             241,391             

Net cash provided by investing activities 185,478             241,391             

NET DECREASE IN CASH AND CASH EQUIVALENTS (21,595,742)      (16,528,179)      

CASH AND CASH EQUIVALENTS, beginning of year 50,432,103       66,960,282       

CASH AND CASH EQUIVALENTS, end of year 28,836,361$     50,432,103$     
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2025 2024

Reconciliation of cash and cash equivalents 

to the Statements of Net Position

Cash 28,833,361$    50,429,103$    

Revolving fund cash 3,000              3,000              

Total cash and cash equivalents at the end of year 28,836,361$    50,432,103$    

Reconciliation of operating income to net cash

provided by operating activities

Operating income 39,957,447$    7,468,957$      

Adjustments to reconcile operating income to net

cash provided by operating activities

Provision for bad debts 17,734,049      14,409,897      

Depreciation and amortization 15,969,828      15,853,165      

Changes in assets, liabilities, deferred outflows,

and deferred inflows

Patient accounts receivable, net (27,011,978)    (9,723,084)      

Due from governmental agencies (34,706,053)    (24,267,630)    

Other receivables (2,654,673)      120,566          

Inventories (913,670)         829,817          

Prepaid expenses (734,139)         (1,229,645)      

Deferred outflows of resources 11,072,306      (11,996,706)    

Accounts payable and accrued expenses (181,182)         1,736,683       

Salaries and employee benefits payable 1,973,302       4,127,772       

Compensated absences payable 1,524,668       3,422,902       

Estimate for professional liability 1,370,662       (236,615)         

Estimate for workers’ compensation liability 1,364,649       614,935          

Net pension liability (12,670,532)    (952,051)         

Net other post-employment benefits (720,557)         (8,527,889)      

Deferred inflows of resources (11,304,378)    10,701,826      

Net cash provided by operating activities 69,749$          2,352,900$      
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Notes to Financial Statements 

Note 1 – Nature of Operations and Reporting Entity 

Kern County Hospital Authority (the Authority or Kern Medical) is a 222-bed acute care teaching hospital 

affiliated with the University of California Schools of Medicine at Los Angeles, San Diego, and Irvine. Kern 

Medical is responsible for the provision of health care services for emergency, outpatient, and inpatient 

medical care to all classes of patients including Medicare and Medi-Cal eligible, medically indigent 

persons, and inmates of the County of Kern (the County) institutions and juvenile facilities. The 

management of Kern Medical reports directly to Kern Medical’s Board of Governors. 

Assembly Bill 2546 passed the California State Legislature on September 26, 2014, and authorized the 

Board of Supervisors of the County (the Board) to establish, by ordinance, the Kern County Hospital 

Authority to manage, administer, and control Kern Medical Center, an enterprise fund of the County, and 

other health care facilities, and other functions affiliated or consolidated with Kern Medical Center. The 

Board adopted the ordinance organizing the Authority effective November 6, 2015. Pursuant to the 

aforementioned legislation, effective July 1, 2016, ownership, control, management, medical facilities, and 

operation of Kern Medical Center was transferred to the Kern County Hospital Authority. The Kern County 

Hospital Authority is a local unit of government separate and apart from the County and any other public 

entity. The Kern County Hospital Authority recognized the carrying values of assets, deferred outflows of 

resources, liabilities, and deferred inflows of resources of the operations of the Kern Medical Center as of 

July 1, 2016, the effective transfer date. 

On July 1, 2016, the County and the Kern County Hospital Authority also entered into an Agreement for 

Health Care Services, Finance, and Support (the Service Agreement) addressing certain financial 

relationships between the two parties, including: 

i. County’s financial support of the Authority in the form of grants; 

ii. The Authority’s assumption of certain liabilities of the County, which liabilities the County incurred 

in connection with prior operations of Kern Medical Center; 

iii. The continued provision of certain health care services to residents of the County;  

iv. The Authority’s participation in the County Treasury, although on February 20, 2019, the Board of 

Governors authorized the Authority to establish its own treasury, separate and apart from the 

County Treasury Pool, and authorized such treasury to be established at PNC Bank; and 

v. County’s consent for the Authority to participate in and receive, and otherwise access, certain 

County general purpose funds and local revenue fund amounts identified or earmarked for health 

care services to the indigent, including Medi-Cal beneficiaries and uninsured patients. 

Notwithstanding the foregoing, for each fiscal year under the Service Agreement commencing with 

the 2016-17 fiscal year, the Authority has received an allocation of County general purpose funds 

of $3,422,531 in support of services to the indigent. The Authority has not received any financial 

support from the County since the 2015-16 fiscal year. 

The Authority established Kern Medical Surgery Center, LLC (KMSC) in August 2016. KMSC is a wholly 

owned subsidiary of the Authority and is an independently run outpatient surgery center. KMSC is 

presented as a blended component unit of the Authority. 
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Note 2 – Summary of Significant Accounting and Reporting Policies 

Basis of accounting and presentation – The accompanying financial statements have been prepared 

using the economic resource measurement focus and the accrual basis of accounting, in accordance with 

U.S. generally accepted accounting principles for health care organizations, and are presented in 

accordance with the reporting model as prescribed in Governmental Accounting Standards Board (GASB) 

Statement No. 34, Basic Financial Statement – and Management’s Discussion and Analysis – for State 

and Local Governments (GASB 34). GASB 34 and subsequent amendments including GASB Statement 

No. 63, established standards for external financial reporting and requires that resources be classified for 

accounting and reporting purposes into the following net position categories: 

Investment in capital assets – Capital assets, net of accumulated depreciation and outstanding principal 

balances of debt attributable to the acquisition, construction, or improvement of those assets. 

Unrestricted net position – This amount represents the amount of net position that is not subject to 

externally imposed constraints. Unrestricted net position may be designated for specific purposes by 

action of the Board of Governors or may otherwise be limited by contractual agreements with outside 

parties. 

Use of estimates – The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make estimates and 

assumptions that affect certain reported amounts and disclosures. Actual results could differ from those 

estimates. 

Leases – Kern Medical recognizes lease contracts or equivalents that have a term exceeding one year 

that meet the definition of an other than short-term lease. Kern Medical uses a discount rate that is 

explicitly stated or implicit in the contract. When a readily determinable discount rate is not available, the 

discount rate is determined using the Kern Medical’s incremental borrowing rate at the start of the lease 

for a similar asset type and term length to the contract. Short-term lease payments are expensed when 

incurred. Kern Medical has recorded right-to-use lease assets in accordance with GASB Statement 

No. 87, Leases (GASB 87). The right-to-use assets are initially measured at an amount equal to the initial 

measurement of the related lease liability plus any lease payments made prior to the lease term, less 

lease incentives, and plus ancillary charges necessary to place the lease into service. The right-to-use 

assets are amortized on a straight-line basis over the life of the related lease. 

Subscription-Based Information Technology Arrangements – Kern Medical is the end user for 

various SBITAs. Short-term SBITAs, which have a maximum possible term of 12 months or less, are 

recognized as an outflow of resources when payment is made. For SBITAs with subscription terms 

extending beyond one year, Kern Medical recognizes an intangible right-to-use subscription asset and a 

corresponding subscription liability. 

Cash and revolving cash fund – Kern Medical considers all highly liquid investments with original 

maturities of three months or less to be cash or a revolving cash fund. Cash consists of bank deposits, 

which are carried at cost which approximates fair value. 
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Patient accounts receivable – Kern Medical reports patient accounts receivable for services rendered at 

net realizable amounts from third-party payers, patients, and others. Kern Medical provides an allowance 

for uncollectible accounts based upon a review of outstanding receivables and historical collection 

information. As a service to the patient, Kern Medical bills third-party payers directly and bills the patient 

when the patient’s liability is determined. Patient accounts receivable are due in full when billed. Accounts 

are considered delinquent and subsequently written off as bad debts based on individual credit evaluation 

and specific circumstances of the account. 

Inventories – Inventories consist of expendable supplies held for consumption. Supply inventories are 

stated at the lower of cost, or market. 

Capital assets – Capital assets, which include property, plant, and equipment, are stated at cost if 

purchased, or fair value on the date received if donated. Kern Medical has established a policy to 

capitalize expenses for capital assets with an individual cost of $5,000 for equipment, $25,000 for 

intangibles, and $50,000 for structures with a useful life greater than one year. In accordance with 

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction Period, 

interest cost is not capitalized during the period of construction. Intangible assets represent software 

purchases and are amortized based on estimated useful life. Capital assets other than intangible assets 

are depreciated using the straight-line method over the estimated useful lives of the assets as follows: 

Structures and improvements 10 to 40 years

Equipment and intangibles 3 to 20 years

 
Capital assets are reviewed for impairment when events or changes in circumstances suggest that the 

service utility of the capital asset may have significantly and unexpectedly declined. Capital assets are 

considered impaired if both the decline in service utility of the capital asset is large in magnitude and the 

event or change in circumstance is outside the normal life cycle of the capital asset. Such events or 

changes in circumstances that may be indicative of impairment include evidence of physical damage, 

enactment or approval of laws or regulations or other changes in environmental factors, technological 

changes or evidence of obsolescence, changes in the manner or duration of use of a capital asset, and 

construction stoppage. The determination of the impairment loss is dependent upon the event or 

circumstance in which the impairment occurred. Impairment losses, if any, are recorded in the statement 

of revenues, expenses, and changes in net position. There were no impairment losses recorded during 

the years ended June 30, 2025 and 2024. 

Accrued compensated absences – Kern Medical implemented GASB Statement No. 101, 

Compensated Absences (GASB 101), effective January 1, 2024.The objective of GASB 101 is to better 

meet the information needs of financial statement users by updating the recognition and measurement 

guidance for compensated absences. GASB 101 requires that liabilities for compensated absences be 

recognized for (1) leave that has not been used, and (2) leave that has been used but not yet paid in cash 

or settled through noncash means. A liability should be recognized for leave that has not been used if (a) 

the leave is attributable to services already rendered, (b) the leave accumulates, and (c) the leave is more 

likely than not to be used for time off or otherwise paid in cash or settled through noncash means. This 

statement requires that a liability for certain types of compensated absences—including parental leave, 

military leave, and jury duty leave—not be recognized until the leave commences. It also requires that a 

liability for specific types of compensated absences not be recognized until the leave is used. Kern 

Medical was in compliance with GASB 101 prior to its issuance, therefore, the implementation of GASB 

101 had no effect on the beginning net position as of July 1, 2024 of Kern Medical. 
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Kern Medical policies permit most employees to accumulate vacation and sick leave benefits that may be 

realized as paid time off or, in limited circumstances, as a cash payment or other post-employment 

benefit. Expense and the related liability are recognized as vacation benefits and are earned whether the 

employee is expected to realize the benefit as time off or in cash or other post-employment benefit. 

Expense and the related liability for sick leave benefits are recognized when earned to the extent the 

employee is expected to realize the benefit in cash determined using the termination payment method. 

Compensated absence liabilities are computed using the regular pay and termination pay rates in effect 

at the statement of net position date plus an additional amount for compensation-related payments such 

as Social Security and Medicare taxes computed using rates in effect at that date. 

Under the terms of union contracts, employees are granted vacation and sick leave in varying amounts 

depending upon their respective bargaining unit. In the event of termination or death, an employee, or the 

employee’s estate, is compensated 100% of accumulated vacation. In the event of an employee’s death 

or retirement, excluding deferred retirement, an employee, or the employee’s estate, is compensated for 

accumulated sick leave in varying amounts from 50% to 100% depending on the employee’s bargaining 

unit and length of service. 

Net patient service revenue – Kern Medical has agreements with third-party payers that provide for 

payments to Kern Medical at amounts different from its established rates. Net patient service revenue is 

reported at the estimated net realizable amounts receivable from patients, third-party payers, and others 

for services rendered, including a provision for bad debt and estimated retroactive adjustments under 

reimbursement agreements with third-party payers. Retroactive adjustments are accrued on an estimated 

basis during the period the related services are rendered and adjusted in future periods, as final 

settlements are determined. 

Normal estimation differences between subsequent cash collections on patient accounts receivable and 

net patient accounts receivable estimated in the prior year are reported as adjustments to net patient 

service revenue in the current period. Changes in revenue due to changes in estimates of patient 

accounts receivable allowances for prior years were not significant during the years ended June 30, 2025 

and 2024. 

Third-party payers – Kern Medical is reimbursed for services provided to patients under certain 

programs administered by governmental agencies. Laws and regulations governing the Medicare and 

Medi-Cal programs are complex and subject to interpretation. Kern Medical believes that it is in 

compliance with all applicable laws and regulations and is not aware of any pending or threatened 

investigations involving allegations of potential wrongdoing. While no such regulatory inquiries have been 

made, compliance with such laws and regulations can be subject to future government review and 

interpretation as well as significant regulatory action including fines, penalties, and exclusion from the 

Medicare and Medi-Cal programs. 

The majority of Kern Medical’s receivables are related to the care of patients covered by Medi-Cal, 

Medicare, and special funding created by legislative acts that subsidize certain health care facilities that 

treat a disproportionate share of Medi-Cal beneficiaries. 
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Uncompensated care – The County is mandated to provide medical care to indigent and dependent 

poor County residents under California Welfare and Institutions Code Section 17000. The County fulfills 

its Section 17000 obligation through services provided at Kern Medical. Through its Medically Indigent 

Adult Program, patients are charged for services and supplies based on their ability to pay. In assessing a 

patient’s ability to pay, Kern Medical utilizes state-determined poverty levels. Additionally, Kern Medical 

provides services to patients that are outside of the Medically Indigent Adult Program and does not 

receive compensation for those services. Kern Medical maintains records to identify, monitor, and report 

the level of indigent and uncompensated care provided to the community. These records include the 

estimates of cost of services and supplies furnished yet uncompensated for, which are based upon a ratio 

of cost to charges. The following information measures the level of uncompensated care provided during 

the years ended June 30, 2025 and 2024: 

2025 2024

Estimated cost of services provided but uncompensated 6,925,000$      6,760,000$      

 
Pensions – For purposes of measuring the net pension liability and deferred outflows/inflows of 

resources related to pensions, and pension expense, information about the fiduciary net position of the 

Local Government of the County of Kern’s Kern County Employees’ Retirement Association (KCERA) 

plans (the Plans) and additions to/deductions from the Plans’ fiduciary net position have been determined 

on the same basis as they are reported by KCERA. For this purpose, benefit payments (including refunds 

of employee contributions) are recognized when due and payable in accordance with the benefit terms. 

Investments are reported at fair value. 

Disclosures about fair value of financial instruments – The carrying amount of revolving fund cash, 

patient accounts receivable, other current assets, accounts payable, and accrued expenses approximate 

fair value because of the short-term maturity of these instruments. 

Risk management – Kern Medical is exposed to various risks of loss from torts; theft of, damage to, and 

destruction of assets; business interruption; errors and omissions; employee injuries and illness; natural 

disasters; and employee health, dental, and accident benefits. As discussed in Note 16, commercial 

insurance coverage is purchased by Kern Medical for claims arising from such matters where Kern 

Medical has not retained the risk of loss. Kern Medical is self-insured for medical malpractice claims and 

judgments. The provision for estimated self-insured medical malpractice includes estimates of the 

ultimate costs for both reported claims and claims incurred but not reported, and other allocated claim 

adjustment expenses. 

Concentration of credit risk – Receivables from government programs present the only concentrated 

group of credit risk for Kern Medical. Management does not believe that there are any credit risks 

associated with these governmental agencies. Negotiated and private receivables consist of receivables 

from various payers, including individuals involved in diverse activities, subject to differing economic 

conditions, and do not represent any concentrated credit risk to Kern Medical. Management continually 

monitors and adjusts its reserves and allowances associated with these receivables, and such 

allowances have historically been adequate to cover losses realized. 

Deposit concentration risk is managed by placing cash and cash equivalents in various financial 

institutions. The amount of deposits at times may exceed federally insured limits. 
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Income taxes – Kern Medical is exempt from federal and state income tax pursuant to Internal Revenue 

Code (IRC) Section 115 and similar provisions of the California Franchise Tax Code and is also exempt 

from federal and state income tax filing requirements. 

Operating revenues and expenses – The statement of revenues, expenses, and changes in net 

position distinguishes between operating and non-operating revenues and expenses. Operating revenues 

result from exchange transactions associated with providing health care services, Kern Medical’s principal 

activity. Non-exchange revenues, including grants, contributions, and income (losses) from investments, 

are reported as nonoperating revenues. Operating expenses are all expenses incurred to provide health 

care services. 

Recent accounting pronouncements – In December 2023, the GASB issued Statement No. 102, Risks 

and Uncertainties Disclosures (GASB 102). GASB 102 is meant to provide financial statement users with 

information about certain risks when circumstances make a government vulnerable to a heightened 

possibility of loss or harm. Additionally, GASB 102 requires a government to assess whether an event or 

events associated with a concentration or constraint that could cause the substantial impact have 

occurred, have begun to occur, or are more likely than not to begin to occur, within 12 months of the date 

the financial statements are issued. Additional disclosures may be required as a result of these 

assessments. The requirements of GASB 102 are effective for fiscal years beginning after June 15, 2024. 

Kern Medical implemented GASB 102 during the fiscal year ending June 30, 2025, which did not have an 

impact on the financial statements. 

In April 2024, the GASB issued Statement No. 103, Financial Reporting Model Improvements (GASB 

103). GASB 103 requires additional presentation and disclosure changes in the areas of management 

discussion & analysis, unusual or infrequent items, proprietary fund statement of revenues, expenses, 

and changes in fund net position, major component units, and budgetary comparison information. The 

requirements of GASB 103 are effective for fiscal years beginning after June 15, 2025. Kern Medical is 

evaluating the impact of the adoption of GASB 103 for the fiscal year ending June 30, 2026. 

In September 2024, GASB issued Statement No. 104, Disclosure of Certain Capital Assets (GASB 104). 

The objective of GASB 104 is to provide users of government financial statements with essential 

information about certain types of capital assets. GASB 104 requires certain types of capital assets to be 

disclosed separately in the capital assets note disclosures required by GASB Statement No. 34 as well as 

certain intangible assets to be disclosed separately by major class. GASB 104 also requires additional 

disclosures for capital assets held for sale. This Statement requires that capital assets held for sale be 

evaluated each reporting period. The requirements of GASB 104 are effective for fiscal years beginning 

after June 15, 2025. Kern Medical is evaluating the impact of the adoption of GASB 104 for the fiscal year 

ending June 30, 2026. 

Reclassifications – Certain reclassifications have been made to the prior year amounts to conform to the 

current year presentation. 
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Note 3 – Patient Accounts Receivable 

Kern Medical grants credit without collateral to its patients, many of whom are area residents and are 

insured under third-party payer agreements. Gross patient accounts receivable as of June 30, 2025 and 

2024, consisted of: 

Medicare 22 % 22 %

Medi-Cal 57 56

Other third-party and commercial payor 17 17

Self pay 3 4

County responsibility 1 1

Total 100 % 100 %

2025 2024

 

Note 4 – Capital Assets, Depreciation, and Amortization 

Capital asset activity for the year ended June 30, 2025, is shown below: 

Beginning Ending

July 1, June 30, 

2024 Additions Disposals Transfers 2025

Capital assets not subject to depreciation

Land 1,854,424$      -$                      -$                      -$                      1,854,424$        

Construction in progress 8,197,419        8,405,248        -                         (241,151)          16,361,516        

Total capital assets not subject to depreciation 10,051,843      8,405,248        -                         (241,151)          18,215,940        

Capital assets subject to depreciation

Equipment 85,529,255      4,924,276        -                         241,151           90,694,682        

Structures and improvements 103,963,255    -                         (101,393)          -                         103,861,862      

Intangibles 57,626,554      -                         -                         -                         57,626,554        

Total capital assets subject to depreciation 247,119,064    4,924,276        (101,393)          241,151           252,183,098      

Less: accumulated depreciation and amortization for

Equipment 64,028,182      6,012,665        -                         -                         70,040,847        

Structures and improvements 70,366,705      2,377,115        -                         -                         72,743,820        

Intangibles 27,407,791      3,369,001        -                         -                         30,776,792        

Total accumulated depreciation and amortization 161,802,678    11,758,781      -                         -                         173,561,459      

Total capital assets subject to depreciation, net 85,316,386      (6,834,505)       (101,393)          241,151           78,621,639        

Total capital assets, net 95,368,229$    1,570,743$      (101,393)$        -$                      96,837,579$      
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Capital asset activity for the year ended June 30, 2024, is shown below: 

Beginning Ending

July 1, June 30, 

2023 Additions Disposals Transfers 2024

Capital assets not subject to depreciation

Land 1,854,424$      -$                      -$                      -$                      1,854,424$        

Construction in progress 8,500,062        6,783,900        -                         (7,086,543)       8,197,419          

Total capital assets not subject to depreciation 10,354,486      6,783,900        -                         (7,086,543)       10,051,843        

Capital assets subject to depreciation

Equipment 77,372,515      4,401,872        -                         3,754,868        85,529,255        

Structures and improvements 100,611,199    20,381              -                         3,331,675        103,963,255      

Intangibles 57,626,554      -                         -                         -                         57,626,554        

Total capital assets subject to depreciation 235,610,268    4,422,253        -                         7,086,543        247,119,064      

Less: accumulated depreciation and amortization for

Equipment 58,044,534      5,983,648        -                         -                         64,028,182        

Structures and improvements 67,969,930      2,396,775        -                         -                         70,366,705        

Intangibles 24,012,029      3,395,762        -                         -                         27,407,791        

Total accumulated depreciation and amortization 150,026,493    11,776,185      -                         -                         161,802,678      

Total capital assets subject to depreciation, net 85,583,775      (7,353,932)       -                         7,086,543        85,316,386        

Total capital assets, net 95,938,261$    (570,032)$        -$                      -$                      95,368,229$      

 

Note 5 – Long-Term Debt 

The following is a summary of long-term obligation transactions of Kern Medical for the years ended 

June 30, 2025 and 2024: 

Amounts Amounts Due

July 1, Incurred Satisfied June 30, Due Within in More Than

2024 or Issued or Matured 2025 One Year One Year

Pension obligation bonds 8,213,229$      -$                      1,062,281$      7,150,948$      1,058,183$      6,092,765$      

Amounts Amounts Due

July 1, Incurred Satisfied June 30, Due Within in More Than

2023 or Issued or Matured 2024 One Year One Year

Pension obligation bonds 10,205,194$    -$                      1,991,965$      8,213,229$      1,062,281$      7,150,948$      

 
Scheduled principal and interest repayments for long-term debt are as follows: 

Principal Interest

Years Ending June 30,

2026 1,058,183$      2,730,055$      

2027 1,981,756       1,986,653       

2028 4,111,009       28,674            

7,150,948$      4,745,382$      

 
Total interest costs incurred for the years ended June 30, 2025 and 2024, were approximately $4,048,000 

and $3,182,000, respectively. 
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Pension obligation bonds – In May 2003, the County issued pension obligation bonds to finance the 

County’s share of the unfunded accrued actuarial liability of the Kern County Employees’ Retirement 

Association. In August 2008, the County issued pension obligation bonds, Series 2008 A. The Series 

2003 B Bonds were redeemed with the proceeds of the Series 2008 A Refunding Bonds. As of June 30, 

2025 and 2024, the amounts of total 2003 and 2008 pension obligation bonds outstanding for the County 

as a whole were approximately $64,125,000 and $73,651,000, respectively. Of these amounts, 

approximately $7,151,000 and $8,213,000 were allocated to Kern Medical, respectively. The initial basis 

of the amount allocated to Kern Medical was determined by Kern Medical’s share of the County-wide 

retirement contribution for the year ended June 30, 2003. 

The Series 2003 A Bonds were issued as Current Interest Bonds and Capital Appreciation Bonds; the 

Series 2003 B Bonds were refunded as Adjustable Rate Bonds in August 2008. The bonds have various 

maturity dates between 2006 and 2023 for the Current Interest Bonds and from 2023 and 2028 for the 

Capital Appreciation Bonds. Series 2003 A Bonds have fixed interest rates that range from 2.33% to 

4.88% for the current interest bonds and 5.50% to 5.57% for the capital appreciation bonds. Starting in 

April 2014, the 2008 A Bonds have a fixed interest rate of 4.185%. 

Line of credit – In March 2019, Kern Medical entered into a revolving line of credit agreement with a 

financial institution, secured by revenues and nongovernmental receivables that have been pledged as 

security pursuant to the agreement with the financial institution. Amounts available under the revolving 

credit agreement are $30,000,000 with a maturity date of May 27, 2026. Interest is payable on a monthly 

basis at the current Daily Bloomberg Short Term Bank Yield Index rate plus 170 basis points. As of both 

June 30, 2025 and 2024, there were no outstanding borrowings. 

Note 6 – Interest Payable 

The following is a summary of interest payable transactions for the pension obligation bonds of Kern 

Medical for the years ended June 30, 2025 and 2024: 

Amount Amount

July 1, 2024 Accrued Paid June 30, 2025

Current interest payable 883,631$        2,612,894$      2,539,472$      957,053$        

Non-current interest payable 7,151,631       256,678          -                     7,408,309       

Total interest payable 8,035,262$      2,869,572$      2,539,472$      8,365,362$      

Amount Amount

July 1, 2023 Accrued Paid June 30, 2024

Current interest payable 467,089$        1,851,140$      1,434,598$      883,631$        

Non-current interest payable 6,731,300       420,331          -                     7,151,631       

Total interest payable 7,198,389$      2,271,471$      1,434,598$      8,035,262$      
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Note 7 – Net Patient Service Revenue 

Kern Medical has agreements with third-party payers that provide for payments to Kern Medical at 

amounts different from its established rates. These payment arrangements include: 

Medicare – Inpatient acute care services and substantially all outpatient services rendered to Medicare 

program beneficiaries are paid at prospectively-determined rates. These rates vary according to a patient 

classification system that is based on clinical, diagnostic, acuity, and other factors. Kern Medical is 

reimbursed for certain services at tentative rates with final settlement determined after submission of 

annual cost reports by Kern Medical and audits thereof by the Medicare administrative contractor. The 

Medicare administrative contractor has audited Kern Medical’s cost reports through June 30, 2024. 

Medi-Cal – Inpatient acute services rendered to Medi-Cal program beneficiaries are paid at a 

prospectively determined rate per discharge. These rates vary according to a patient classification system 

based on clinical, diagnostic, and other factors. Outpatient services are reimbursed based upon a fee 

schedule per procedure, test, or service. 

Approximately 88% of net patient service revenue is from participation in the Medicare and state-

sponsored Medi-Cal programs for both the years ended June 30, 2025 and 2024. Laws and regulations 

governing the Medicare and Medi-Cal programs are complex and subject to interpretation and change. As 

a result, it is reasonably possible that recorded estimates will change in the near term. 

Kern Medical has also entered into payment agreements with certain commercial insurance carriers, 

health maintenance organizations, and preferred provider organizations. The basis for payment to Kern 

Medical under these agreements includes prospectively determined rates per discharge, discounts from 

established charges, and prospectively determined daily rates. 

Note 8 – Indigent Patient Care Funding 

Kern Medical is entitled to receive supplemental funding from various governmental sources based on the 

patients served. Indigent patient care funding on the accompanying statements of revenues, expenses, 

and changes in net position includes the following major payment arrangements for the years ended 

June 30, 2025 and 2024: 

2025 2024

Global payment program 34,272,658$    42,668,101$    

Waiver Programs (1,389,138)      7,762,087       

Medi-Cal managed care supplemental programs 44,438,065      29,509,069      

Enhanced payment program 48,929,618      47,047,080      

Quality incentive program 77,479,165      56,648,422      

Graduate medical education program 11,389,705      9,346,741       

Other 6,143,044       3,730,498       

Total 221,263,117$  196,711,998$  
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Due from government agencies on the accompanying statements of net position includes the following 

supplemental payment programs as of June 30, 2025 and 2024: 

2025 2024

Global payment program (72,257)$         2,880,925$      

Waiver Programs (19,309,952)    (12,051,607)    

Medi-Cal managed care supplemental programs 45,287,285      37,053,489      

Enhanced payment program 97,065,507      76,683,587      

Quality incentive program 112,382,833    90,998,534      

Graduate medical education program 3,718,666       390,396          

Other 325,530          8,736,235       

Total 239,397,612$  204,691,559$  

 
Medi-Cal waiver – California’s Medi-Cal Hospital/Uninsured Care Demonstration Project (Demonstration) 

is a system for paying selected hospitals, including Kern Medical, for hospital care provided to Medi-Cal 

and uninsured patients. The Demonstration was negotiated between the State of California’s Department 

of Health Care Services (DHCS) and the CMS in 2006 and covers the period from July 1, 2005, to 

June 30, 2010. The implementing State legislation (SB 1100) was enacted by the Legislature in 

September 2005. The five-year Demonstration affects payments for 23 public hospitals, including all 

University of California owned hospitals, identified as Designated Public Hospitals, and private and non-

designated public safety net hospitals that serve large numbers of Medi-Cal patients. The program was 

extended in 2010 to cover the period from July 1, 2010, to June 30, 2015. The program was further 

extended in 2015 to cover the period from July 1, 2015, to June 30, 2020. During the year ended June 30, 

2022, the program was further extended to cover the period through December 31, 2026. 

Under the Demonstration, payments for the public hospitals are comprised of: 1) Fee for Service (FFS) 

cost-based reimbursement for inpatient hospital services (exclusive of physician component); 

2) Disproportionate Share Hospital (DSH) Program payments (formerly SB 855); and 3) distribution from 

a newly created pool of federal funding for uninsured care, known as the Safety Net Care Pool (SNCP). 

The nonfederal share of these three types of payments will be provided by the public hospitals rather than 

the State, primarily through certified public expenditures (CPE) whereby the hospital would expend its 

local funding for services to draw down the Federal financial participation (FFP), currently provided at a 

50% match. For the inpatient hospital FFS cost-based reimbursement, each hospital will provide its own 

CPE and receive all of the resulting Federal match. For the DSH and SNCP distributions, the CPEs of all 

the public hospitals will be used in the aggregate to draw down the Federal match. It is therefore possible 

for one hospital to receive the Federal match that results from another hospital’s CPEs. In this situation, 

the first hospital is referred to as a “recipient” hospital, while the second is referred to as a “donor” 

hospital. A recipient hospital is required to “retain” the FFP amounts resulting from donated CPEs. 
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The Demonstration prioritizes payments so that, to the extent possible, total payments to hospitals are at 

a minimum “baseline” level. For public hospitals, the baseline level is determined and satisfied on a 

hospital-specific basis. The three funding components that will be utilized to meet each hospital’s baseline 

level are as follows: 

1. Medi-Cal inpatient FFS cost-based reimbursement: The FFP that is paid to the hospital represents 

approximately half of the facility-specific costs or CPE. The hospital’s amounts will fluctuate based 

on the number of facility-specific Medi-Cal patients served and the facility-specific cost-

computations that will be adjusted on an interim and final basis. 

2. DSH funds: These payments are made to hospitals to take into account the uncompensated costs 

of care delivered to the uninsured, including undocumented immigrants, as well as shortfalls 

between Medi-Cal psychiatric and Medi-Cal managed care payments and the cost of care 

delivered. The nonfederal share of these funds will be a combination of CPEs for these services 

and Intergovernmental Transfers (IGTs) and as such are subject to interim and final cost 

settlement. There is an annual fixed allotment of Federal DSH funds, and the waiver allocates 

almost all of these funds to public hospitals. 

3. SNCP distributions: Federal payments made to public hospitals and clinics for uncompensated 

care delivered to uninsured patients and for certain designated non-hospital costs, such as drugs 

and supplies for the uninsured. The nonfederal share of these funds will be based on CPEs for 

these services and as such are subject to interim and final cost settlement. Effective January 1, 

2016, this program was replaced with the Global Payment Program, described below. 

DHCS has completed its audit and reconciliation of the 2005-2006 Medi-Cal funds and noted that Kern 

Medical was overpaid in the total amount of $2,116,022. Kern Medical paid this amount back to DHCS on 

October 9, 2013. Kern Medical hired a third-party consultant to evaluate its outstanding receivables 

related to the remaining years subject to audit from 2006-2007 through 2013-2014 noting Kern Medical is 

estimated to have been overpaid by DHCS in the amount of approximately $41,100,000 over the course 

of these stated 8 years. The amount has been recorded as an offset totaling $20,168,000 and 

$10,494,000 within due from governmental agencies in the accompanying statements of net position as 

of June 30, 2025 and 2024, respectively, and is subject to audit by DHCS. 

Included as an offset within due from governmental agencies in the accompanying statements of net 

position are amounts payable to DHCS as of June 30, 2025 and 2024, of approximately $19,310,000 and 

$12,052,000, respectively, which represent the amounts received but not yet earned by Kern Medical 

under the waiver program net of amounts earned but not yet received by Kern Medical under the 

program, primarily related to the matter described above and ongoing audits. Kern Medical recorded 

changes in estimates in amounts expected to be received resulting in an increase of $7,258,000 and a 

reduction of $21,707,000 in indigent patient care funding revenue in the accompanying statements of 

revenues, expenses, and changes in net position during the years ended June 30, 2025 and 2024, 

respectively. 
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Global Payment Program (GPP) – Effective January 1, 2016, California’s Section 1115 Waiver Renewal 

(Renewal), referred to as Medi-Cal 2020, was approved by CMS. As part of the Renewal, the GPP 

establishes a statewide pool of funding for the remaining uninsured by combining federal DSH and 

uncompensated care funding where selected Designated Public Hospital systems, like Kern Medical, can 

achieve their goal of “global budget” by meeting a service threshold that incentivizes movement from high 

cost, avoidable services to providing higher value, and preventative services. 

Medi-Cal Managed Care Supplemental Programs – For newly eligible Medi-Cal patients under the 

Affordable Care Act (ACA) effective January 1, 2014, certain portions of the ACA provided Medi-Cal 

coverage for patients previously covered under risk sharing agreements. The majority of these 

beneficiaries were enrolled in managed Medi-Cal health plans. Due to payment mechanisms between the 

State and the health plans (capitation), an opportunity to receive supplemental funding similar to current 

rate range programs was made available to the DPHs. 

Enhanced Payment Program (EPP) and Quality Incentive Program (QIP) – In 2016, CMS published 

the Medicaid and Children’s Health Insurance Program Managed Care Final Rule (Managed Care Rule), 

which went into effect July 1, 2017. The Managed Care Rule limits the ability of states to direct payments 

to health care providers, unless certain conditions are met. Among the allowable exceptions are 

payments tied to performance and payments that provide a uniform payment increase that includes a 

predetermined increase over contracted rates. Some of the existing supplemental payments in managed 

care did not meet these conditions. In order to retain this critical funding, these payments were 

restructured into two new CMS approved programs, effective July 1, 2017: the EPP and the QIP. The 

EPP divides public health care systems into five different classes, with payment terms defined according 

to class. Enhanced funding available to the class is distributed pro rata based on unitization encounter 

data reported to the State. The QIP is meant to meet the Managed Care Rule’s exception that allows 

payments tied to performance. 

Graduate Medical Education Program (GME) – In March 2020, CMS formally approved the Medi-Cal 

GME State Plan Amendment, which will provide $150 million of new federal funds to the Public Hospital 

System to support GME. The payments were retroactive to January 2017, which allowed Kern Medical to 

capture some of the retroactive payments during FY 2020. This is an IGT based program; therefore, in 

order to take advantage of the funding, hospitals are required to put up IGT funds and small 

administrative fees, which are then are matched by the federal government at a 50% federal medical 

assistance percentage rate. 

California Advancing and Innovating Medi-Cal (CalAIM) – Effective January 1, 2022, DHCS 

implemented the CalAIM initiative aimed at reforming the Medi-Cal system to improve health outcomes 

and promote health equity among beneficiaries. CalAIM encompasses enhanced care management, 

community support services, and financial incentives for managed care plans based on performance 

metrics related to quality of care and patient engagement. The program aims to address social 

determinants of health and improve access to comprehensive care for vulnerable populations. The WPC 

Pilots program has been bridged into the new Providing Access and Transforming Health (PATH) 

program under CalAIM. As with WPC, PATH is designed to provide integrated, patient-centered care 

through coordination of physical and behavioral health and social services to meet patients’ holistic 

needs. 
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Note 9 – Related-Party Transactions 

County funding – Kern Medical receives funds from the County as funding for providing care for inmates 

of Kern County jail and inmates of Kern County juvenile hall. The County Board of Supervisors approves 

a budgeted amount to be paid to Kern Medical. Based on the approved budgeted amount, Kern Medical 

recognized revenues of approximately $42,224,000 and $34,173,000 for the years ended June 30, 2025 

and 2024, respectively, to offset the operating expenses associated with providing care to the inmates. 

These revenues have been classified as correctional medicine funding revenue in the accompanying 

statements of revenues, expenses, and changes in net position. As of June 30, 2025 and 2024, Kern 

Medical recorded amounts receivable of approximately $9,293,000 and $6,184,000, respectively, from 

the County’s General Fund for these services classified in other receivables in the accompanying 

statements of net position. 

Kern Medical provides health care services to Medically Indigent Adults as provided under Section 17000 

of the Health and Safety regulations under the State of California. Reimbursement for the services is 

provided by the County’s General Fund though the use of State Health and Welfare Realignment 

Revenues. Based on the approved budgeted amount, Kern Medical recognized county funding revenue in 

the accompanying statements of revenues, expenses, and changes in net position of approximately 

$3,423,000 for both the years ended June 30, 2025 and 2024, respectively. As of June 30, 2025 and 

2024, there were no amounts due from the County’s General Fund for these services. 

Service agreements – Since 2016, Kern Medical maintained service agreements with two related-party 

organizations, whereby the related-party organizations provided support services related to finance and 

accounting, information technology, human resources, and organizational advancement at a set monthly 

fee plus any additional services, costs, or expenses pre-approved by Kern Medical. As of August 31, 

2023, Kern Medical had terminated the service agreements with the related party organizations and 

began providing the services internally. For the period July 1, 2023 through August 31, 2023, Kern 

Medical paid $2,471,000 for support services. As of June 30, 2025 and 2024, no amounts were owed to 

the related-party organizations for these services. 

Note 10 – Pension Plan 

General Information About the Pension Plans 

Plan descriptions – The County of Kern’s Board of Supervisors established the KCERA under the 

provisions of the County Employees’ Retirement Law of 1937 (CERL) on January 1, 1945. All permanent 

employees of the County of Kern, Kern Medical, and thirteen related agencies are covered by KCERA, 

which operates as a cost-sharing multi-employer defined benefit plan. KCERA has the responsibility to 

function as an investment and administrative agent for the County of Kern with respect to the pension 

plan. KCERA became independent from the County’s supervision and control as a result of the 1992 

passage of Proposition 162, which legally established the independent control of the Board of Retirement. 

Separate audited financial statements can be obtained through KCERA at 11125 River Run Boulevard, 

Bakersfield, California 93311. Management of the KCERA plan is vested with the Board of Retirement, 

which consists of nine members and two alternates. 
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The Board of Retirement establishes policy for the operation of the plan, considers applications for 

disability retirement, recommends contributions on the basis of actuarial valuations, and controls 

investments of assets. Prior to January 1, 1996, the Kern County Treasurer-Tax Collector was 

responsible for financial reporting and accounting for all investments as required by Government Code 

Section 31596 et seq., as amended. On January 11, 1987, the Board of Retirement authorized the 

retirement fund to incur an administrative expense and hire an Administrator to serve at the Board of 

Retirement’s pleasure. The Administrator is responsible for the processing and computing of applications 

for retirement benefits, refunds, beneficiary allowances, death benefits, reciprocity, and any other duties 

the Board of Retirement may assign. The Administrator also acts as Secretary for all Board of Retirement 

and Committee meetings and performs other activities as directed by the Board of Retirement. The 

KCERA Plan provides for retirement, disability, death, beneficiary, and cost-of-living benefits. 

Certain full-time employees of Kern Medical, who work 50% or more of their regular standard hours, are 

required to become members of KECRA effective on the first day of the payroll period following the date 

of hire. 

General Tier I and Tier II members are eligible to retire at age 70 regardless of service or at age 50 with 

10 or more years of retirement service credit. A member with 30 years of service is eligible to retire 

regardless of age. General Tier III members are eligible to retire at age 70 regardless of service or at age 

52 with 5 or more years of retirement service credit. The retirement benefit the member will receive is 

based on age at retirement, final average compensation, years of retirement service credit, and benefit 

tier. 

The amount of such monthly benefit is determined as a percentage of their final monthly compensation 

and is based on age at retirement and the number of years of service. The final monthly compensation is 

the monthly average of the final 12 months’ compensation, or, if the member so elects, any other 

continuous 12-month period in the member’s work history. If hired on or after January 1, 2013, the final 

compensation is measured over a period of 36 months. 

An annual 2% cost-of-living adjustment (COLA) for all retirees and continuance beneficiaries was adopted 

as of April 1, 1973. The liability for this annual retirement benefit increase was funded entirely from the 

unreserved fund balance until February 5, 1983. After this date (as recommended by the plan’s 

Independent Actuary, adopted by KCERA Board of Retirement, and approved by the County Board) and 

prior to fiscal year 2003, funding the 2% COLA was included in the employers’ contribution. COLA for all 

retirees and continuance beneficiaries was increased to 2.5% effective April 1, 2002. 

The Memorandum of Understanding adopted March 2012 between the County and its general employees 

states that all general members hired prior to the first day of payroll period 2004-16 shall start to pay, in the 

second year of the agreement, one-sixth of the employee’s normal contribution to retirement. In the third year, 

the employee’s normal contribution will increase to one-third. All general members hired on or after the first day 

of payroll period 2005-16 shall pay 100% of the new employee’s normal contribution to retirement. The County 

Administrative Office negotiated an agreement with the Central California Association of Public Employees 

adopting Government Code Section 31676.17 which provides enhanced retirement benefits, commonly known 

as 3% at 60, for General members, in August 2004. 
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Basis of accounting – KCERA follows GASB accounting principles and reporting guidelines. The financial 

statements are prepared using the accrual basis of accounting and reflect the overall operations of KCERA. 

Employer and member contributions are recognized in the period in which the contributions are due, and benefits 

and refunds of prior contributions are recognized when due and payable in accordance with the terms of KCERA. 

Fair valuation of investments – Fair value for investments is derived by various methods as indicated in 

the following table: 

Publicly traded stocks Most recent exchange closing price. International 

securities reflect currency exchange rates in effect as of

June 30, 2025.

Short-term investments and bonds Institutional evaluations or priced at par.

OTC securities Evaluations based on good faith opinion as to what a 

buyer in the marketplace would pay for a security.

Commingled funds Net asset value provided by the investments manager.

Alternative investments Provided by the Fund manager based on the underlying 

financial statements and performance of the investments.

Private equity real estate investments Estimated based on the price that would be received to 

sell an asset in an orderly transaction between 

marketplace participants at the measurement date. 

Investments without a public market are valued based on 

assumptions made and multiple valuation techniques 

used by the investment manager.

 
Contributions – As a condition of participation under the provisions of CERL, members are required to 

contribute to KCERA a percentage of their salaries. Member contribution rates for fiscal year 2025 ranged 

from 3.22% to 19.19% and were applied to the member’s base pay plus pensionable special pays. For 

general members hired prior to 2013, contribution rates were determined by benefit tier and KCERA entry 

age. The contribution rates of general members who first joined KCERA on or after January 1, 2013, are 

at least 50% of the normal cost rate. Furthermore, the rate of members integrated with Social Security is 

reduced by one-third on the first $350 of monthly salary. 

Interest is credited to member contributions semi-annually on June 30 and December 31, in accordance 

with Article 5.5 of the CERL. Member contributions and credited interest are refundable upon termination 

of membership. 
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Each year, an actuarial valuation is performed for the purpose of determining the funded ratio of the 

retirement plan and the employer contributions that are necessary to pay benefits accruing to KCERA 

members that were not otherwise funded by member contributions or investment earnings. The employer 

contribution rates are actuarially determined by using the Entry Age Normal Actuarial Cost method. 

Employer rates include the “normal cost” and an annual amortization payment toward the Plan’s 

unfunded actuarial accrued liability. Contribution rates determined in each actuarial valuation (as of 

June 30) apply to the fiscal year beginning 12 months after the valuation date. Employer rates for fiscal 

year 2025 ranged from 35.74% to 77.24% of covered payroll. Contributions to the pension plan from Kern 

Medical were approximately $50,312,000 and $44,690,000 for the years ended June 30, 2025 and 2024, 

respectively. 

Actuarial assumptions – The total pension liabilities in the June 30, 2024, actuarial valuation was 

determined using the following actuarial assumptions. Total pension liability represents the portion of the 

actuarial present value projected benefit payments attributable to past periods of service for current and 

inactive employees. 

Inflation 2.50%

Projected salary increases General: 3.70% to 8% and Safety: 4% to 10%, 

varying by service, including inflation.

COLA increases 2.50% (actual increases contingent upon CPI increases 

with a 2.50% maximum).

Administrative expenses 0.95% of payroll allocated to both the employer and

member based on the components of the total contribution

rate (before expenses) for the employer and member.

Investment rate of return 7%, net of pension plan investment expenses,

including inflation.

Mortality Pub-2010 General Healthy Retiree Amount-Weighted Mortality Table (separate tables

for males and females) with rates unadjusted for males and increased by 15% 

for females, projected 30 years (from 2010) with the two-dimensional mortality

improvement scale MP-2021, weighted 30% male and 70% female.

 
The total pension liability as of June 30, 2025, was determined by an actuarial valuation as of June 30, 

2024. The total pension liability as of June 30, 2024, was determined by an actuarial valuation as of 

June 30, 2023. The actuarial assumptions for the June 30, 2025 and 2024, actuarial reports were based 

on the results of an experience study for the period July 1, 2016 through June 30, 2019. 

The Entry Age Normal Actuarial Cost method used in KCERA’s annual actuarial valuation has also been 

applied in measuring the service cost and Total Pension Liability (TPL) with one exception. For purposes 

of measuring the service cost and TPL, KCERA has reflected the same plan provisions used in 

determining the member’s actuarial present value of projected benefits. This is different from the version 

of this method applied in KCERA’s annual funding valuation, where the normal cost and actuarial-accrued 

liability are determined as if the current benefit accrual rate had always been in effect. 
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The long-term expected rate of return on pension plan investments was determined using a building-block 

method in which expected future real rates of return (expected returns net of pension plan investment 

expenses and inflation) are developed for each major asset class. This data is combined to produce the 

long-term expected rate of return by weighting the expected future real rates of return by the target asset 

allocation percentages and by adding expected inflation. The target allocation and projected arithmetic 

real rates of return for each major asset class, after deducting inflation but before investment expenses, 

used in the derivation of the long-term expected investment rate of return assumptions are summarized 

below: 

Global equity 37.00        % 7.05 %

Core fixed income 14.00        1.97

High yield corporate credit 6.00          4.63

Emerging market debt blend 4.00          4.53

Commodities 4.00          4.21

Core real estate 5.00          3.86

Private real estate 5.00          6.70

Midstream 5.00          8.00

Capital efficiency alpha pool 8.00          3.10

Hedge funds 10.00        3.10

Private equity 5.00          10.27

Private credit 5.00          6.97

Cash (8.00)         0.63

100.00       %

Allocation Real Rate of Return

Target Long-term Expected

 
Discount rate – The discount rates used in the actuarial valuation of the total pension liability were 7% as 

of both June 30, 2025 and 2024. The projection of cash flows used to determine the discount rates 

assumed member contributions would be made at the current contribution rate and that employer 

contributions would be made at rates equal to the actuarially determined contribution rates. 

For this purpose, only employee and employer contributions intended to fund benefits for current plan 

members and their beneficiaries are included. Projected employer contributions intended to fund the 

service costs for future plan members and their beneficiaries, as well as projected contributions from 

future plan members, are not included. Based on those assumptions, the pension plan’s fiduciary net 

position was projected to be available to make all projected future benefit payments for current plan 

members. Therefore, the long-term expected rate of return on pension plan investments was applied to all 

periods of projected benefit payments to determine the actuarial valuation of the total pension liability as 

of June 30, 2025. 

The discount rate assumptions have been developed without taking into consideration any impact of the 

50/50 allocation of future excess earnings between the retirement and Supplement Retirement Benefit 

Reserve (SRBR) asset pools. 
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Sensitivity of the net pension liability to changes in the discount rate – The following presents the 

net pension liability as of June 30, 2025, calculated using a discount rate of 7%, and what the net pension 

liability would be if it were calculated using a discount rate that is one point lower (6%) or one point higher 

(8%) than the current rate: 

1% Current 1%

Decrease Discount Rate Increase

(6%) (7%) (8%)

Kern Medical’s proportionate share 

of the net pension liability 480,520,037$  331,776,526$  209,588,833$  

 
Pension fund fiduciary net position – Detailed information about the pension fund’s fiduciary net 

position is available in the separately issued KCERA annual report. 

Pension liabilities, pension expenses, and deferred outflows/inflows of resources related to 

pensions – Kern Medical’s net pension liability for the Plan is measured as the proportionate share of the 

net pension liability. As of June 30, 2025, Kern Medical reported a liability of approximately $331,777,000 

for its proportionate share of the net pension liability. The net pension liability was measured as of 

June 30, 2024, and the total pension liability used to calculate the net pension liability was determined by 

an actuarial valuation as of that date. The net pension liability for each membership class is the total 

pension liability minus the Plan’s Fiduciary Net Position. The total pension liability for each membership 

class is obtained from internal valuation results based on the actual participants in each membership 

class. The Plan’s Fiduciary Net Position for each membership class was estimated by adjusting the 

valuation value of assets for each membership class by the ratio of the total KCERA Plan’s Fiduciary Net 

Position (excluding SRBR) to total KCERA valuation value of assets. Based on this methodology, any 

non-valuation reserves are allocated amongst the membership classes based on each membership class’ 

valuation value of assets. Kern Medical’s proportion of the net pension liability was based on a projection 

of Kern Medical’s long-term share of contributions to the pension plan relative to the projected 

contributions of all participating County departments and agencies, actuarially determined. As of June 30, 

2025, Kern Medical’s proportion was 13.71%, which was a increase of 0.02% from its proportion 

measured as of June 30, 2024. 
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For the years ended June 30, 2025 and 2024, Kern Medical recognized pension expense of 

approximately $45,552,000 and $44,307,000, respectively. Pension expense represents the change in 

net pension liability during the measurement period, adjusted for actual contributions and the deferred 

recognition of changes in investment gain/loss, actuarial gain/loss, actuarial assumptions or methods, and 

plan benefits. As of June 30, 2025, Kern Medical reported deferred outflows and deferred inflows of 

resources related to pensions from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Differences between expected and actual experience 14,305,576$    (6,594,462)$    

Changes in assumptions 14,819,099      -                     

Net excess of projected over actual earnings 

  on pension plan investments 5,150,936       -                     

Changes in proportion and differences between Kern Medical

  contributions and proportionate share of contributions 4,490,027       (14,688,472)    

Kern Medical contributions subsequent to the measurement date 67,128,435      -                     

Total 105,894,073$  (21,282,934)$   

2025

 
As of June 30, 2024, Kern Medical reported deferred outflows and deferred inflows of resources related to 

pensions from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Differences between expected and actual experience -$                   (10,726,366)$   

Changes in assumptions 24,358,715      -                     

Net difference between projected and actual earnings

  on pension plan investments 22,810,708      -                     

Changes in proportion and differences between Kern Medical

  contributions and proportionate share of contributions 10,103,570      (21,152,722)    

Kern Medical contributions subsequent to the measurement date 59,088,487      -                     

Total 116,361,480$  (31,879,088)$   

2024
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Deferred outflows and deferred inflows of resources above represent the unamortized portion of changes 

to the total pension liability to be recognized in future periods in a systematic and rational manner. 

Approximately $67,128,000 and $59,088,000 reported as deferred outflows of resources relate to 

contributions subsequent to the measurement date that will be recognized as a reduction of the net 

pension liability during the years ended June 30, 2025 and 2024, respectively. Other amounts reported as 

deferred outflows and deferred inflows of resources related to pension will be recognized as pension 

expense as follows: 

Years Ending June 30,

2026 (1,017,541)$    

2027 16,839,346      

2028 3,465,520       

2029 (1,804,621)      

17,482,704$    

 
The changes in net pension liability obligation are as follows as of June 30, 2025 and 2024: 

2025 2024

Beginning net pension liability 344,447,058$  345,399,109$  

Pension expense 45,552,172      44,307,592      

Employer contributions (50,311,505)    (44,690,354)    

Deferred outflows of resources – change in assumptions -                     19,953,392      

Deferred inflows of resources – differences between 

expected and actual earnings on investments (13,898,116)    7,230,928       

Deferred inflows of resources – differences between 

expected and actual experience 14,305,576      (3,599,472)      

Deferred outflows of resources – changes in proportion  

and differences between Kern Medical contributions

and proportionate share of contributions 1,280,259       (13,584,440)    

Changes in prior years inflow/outflow (9,169,366)      (4,889,013)      

Changes in prior years inflow proportions (429,552)         (5,680,684)      

Ending net pension liability 331,776,526$  344,447,058$  
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Note 11 – Physician Employee Retirement Plan 

Kern Medical contributes to the Kern County Hospital Authority Defined Contribution Plan for Physician 

Employees, a defined contribution, money purchase pension plan. The Plan covers full- and part-time 

salaried physicians employed by Kern Medical. Funding for the Plan occurs exclusively through a 

combination of employer and mandatory employee contributions through payroll withholdings and earning 

on such contributions. Kern Medical contributed approximately $1,773,000 and $1,823,000 to the Plan 

during the years ended June 30, 2025 and 2024, respectively. Audited financial statements for the Plan 

may be obtained through the Authority. 

Note 12 – Post-Retirement Health Care Benefits 

Plan description – In addition to the pension benefits described in Note 11, the County and its Special 

Districts (including Kern Medical) provide post-retirement health care benefits in accordance with union 

contracts and Board of Supervisors’ order. The post-retirement health care benefits are provided through 

a cost-sharing multiple-employer postemployment health benefit (OPEB) plan established in an 

irrevocable trust administered by Public Agency Retirement Services (PARS). PARS issues a separate 

annual financial report that can be obtained by writing to PARS at 4350 Von Karman Ave., Suite 100, 

Newport Beach, California 92660. 

Benefits provided – The OPEB plan provides post-retirement health care through two programs in 

accordance with union contracts and Board orders. 

The Retiree Health Premium Supplement Program (RHPSP) provides benefits to employees who: 

1) elected to participate or were required to participate, 2) retire on or after July 1, 1990, 3) are between 

the ages of 50 and 64, and 4) have at least 20 years of continuous County service as a permanent 

employee. The supplement amount is permanently fixed once determined and, depending on years of 

service, is equal to 50-100% of the active employee monthly health premium for a single individual at the 

time of retirement. 

The Retiree Health Stipend (RHS) provides a stipend to employees who choose continuous County 

health coverage upon retirement. The monthly stipend paid on behalf of each retiree is a maximum of 

$39.75 for single coverage, $53.69 for two-party coverage, and $61.50 for family coverage, limited to the 

cost of the plan selected. 

Contributions – Kern Medical’s Actuarially Determined Contribution rate is based off an employer portion 

and employee portion with Kern Medical contributing all of the RHS portion. The employee contribution 

for the RHPSP is 2.12% of covered payroll for a majority of the employee union contracts. Employee and 

employer contributions to the OPEB plan from Kern Medical were approximately $624,000 and $761,000, 

respectively, for the years ended June 30, 2025 and 2024. 
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OPEB asset, OPEB expense, and deferred outflows of resources and deferred inflows of 

resources relating to OPEB – As of June 30, 2025 and 2024, Kern Medical reported an asset of 

approximately $2,173,000 and $1,453,000, respectively, for its proportionate share of the net OPEB 

asset. The net OPEB asset was measured as of June 30, 2025 and 2024, and the Total OPEB Liability 

(TOL) used to calculate the net OPEB asset was determined by an actuarial valuation as of these dates. 

Kern Medical’s proportion of the net OPEB asset was based on the proportion of TOL for each group, 

calculated according to classification in census data. As of June 30, 2025 and 2024, Kern Medical’s 

proportion was 5.19% and 5.26%, respectively. 

For the years ended June 30, 2025 and 2024, Kern Medical recognized OPEB income of approximately 

$440,000 and $3,226,220, respectively. As of June 30, 2025, Kern Medical reported deferred outflows of 

resources and deferred inflows of resources related to OPEB from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Changes in proportion and differences between Kern Medical 586,504$        (1,482,312)$    

contributions and proportionate share of contributions

Difference between expected and actual experience 27,646            (975,020)         

Net difference between actual over projected

earnings on OPEB plan investments -                     (248,147)         

Changes in assumptions 1,106,122       (777,283)         

Total 1,720,272$      (3,482,762)$    

2025

 
As of June 30, 2024, Kern Medical reported deferred outflows of resources and deferred inflows of 

resources related to OPEB from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Changes in proportion and differences between Kern Medical 744,833$        (1,797,027)$    

contributions and proportionate share of contributions

Difference between expected and actual experience 34,885            (1,350,746)      

Net difference between actual over projected

earnings on OPEB plan investments -                     (37,586)           

Changes in assumptions 1,545,453       (1,005,627)      

Total 2,325,171$      (4,190,986)$    

2024
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB 

will be recognized in OPEB expense as follows: 

Years Ending June 30,

2026 (29,020)$         

2027 (253,141)         

2028 (563,912)         

2029 (595,622)         

2030 (382,421)         

Thereafter 61,626            

(1,762,490)$    

 
Actuarial methods and assumptions – The total OPEB asset in the June 30, 2025 actuarial valuation 

was determined using the following assumptions, applied to all periods included in the measurement, 

unless otherwise specified: 

Inflation 2.50%

Payroll growth Ranging from 3.70% to 8.00% for general employees and 

from 4.00% to 11.00% to safety employees

Mortality Pub-2010 General Healthy Retiree Headcount-Weighted 

Mortality Table, projected generationally with 

two-dimensional mortality improvement scale MP-2021.

Discount rate 6.50%. Based on asset allocation in PARS OPEB Trust

and understanding that the County of Kern is contributing

$70 per pay period per eligible employee and eligible 

employees are contributing 2.12% of payroll.

Healthcare cost trend rates

Supplement 7.50% to 2024/2025 then 7.25% to 2025/2026, then 7.50% to 

2026/2027 grading down by 0.25% per year to an ultimate rate 

of 4.50%. Supplement is fixed for all other bargaining units.

Stipend 0.00%

 
The non-health actuarial assumptions used in the June 30, 2025 and 2024 valuations were based on the 

KCERA Experience Study dated May 24, 2023, for the period July 1, 2019, through June 30, 2022. 
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The long-term expected rate of return on OPEB plan investments was determined using a building-block 

method in which expected future real rates of return (expected returns, net of investment expenses and 

inflation) are developed for each major asset class. These returns are combined to produce the long-term 

expected rate of return by weighting the expected future real rates of return by the target asset allocation 

percentage, adding expected inflation and subtracting expected investment expenses and a risk margin. 

The target allocation and projected arithmetic real rates of return for each major asset class, after 

deducting inflation, but before deducting investment expenses, used in the derivation of the long-term 

expected investment rate of return assumption are summarized in the following table: 

Domestic equity 36.00     % 6.05                 %

International equity 18.00     6.64                 

Other growth equity (REIT and global infrastructure) 6.00       3.84                 

Domestic fixed income 36.00     1.80                 

High yield fixed income 3.00       3.40                 

Cash 1.00       1.00                 

 Total 100.00   %

Asset Class Real Rate of Return

Long-term Expected

Allocation

Target

 
Discount rate – The discount rate used to measure the TOL was 6.50% as of June 30, 2025 and 2024. 

The projection of cash flows used to determine the discount rate assumed plan member contributions will 

be made at the current contribution rate and that employer contributions will be made at a flat $70 per 

eligible employee per pay period. For this purpose, only employee and employer contributions that are 

intended to fund benefits for current plan members and their beneficiaries are included. Projected 

employer contributions that are intended to fund the service costs for future plan members and their 

beneficiaries, as well as projected contributions from future plan members, are not included. Based on 

those assumptions, the Plan’s Fiduciary Net Position was projected to be available to make all projected 

future benefit payments for current plan members. Therefore, the long-term expected rate of return on 

OPEB plan investments was applied to all periods of projected benefit payments to determine the TOL as 

of June 30, 2025. 

Sensitivity of the net OPEB asset to changes in the discount rate – The following presents the 

County’s proportionate share of the net OPEB asset, as well as what the County’s proportionate share of 

the net OPEB asset would be if it were calculated using a discount rate that is 1-percentage-point lower 

(5.50%) or 1-percentage-point higher (7.50%) than the current discount rate: 

1% Decrease Current Discount 1% Increase

(5.50%) Rate (6.50%) (7.50%)

Net OPEB asset (1,769,437)$    (2,173,374)$    (2,537,682)$    
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Sensitivity of the net OPEB asset to changes in the health care cost trend rates – The following 

presents Kern Medical’s proportionate share of the net OPEB asset, as well as what Kern Medical’s 

proportionate share of the net OPEB asset would be if it were calculated using health care cost trend 

rates that are 1 percentage point lower or 1 percentage point higher than the current health care cost 

trend rates: 

1% Decrease Trend Rates* 1% Increase

Net OPEB asset (2,416,281)$    (2,173,374)$    (1,892,456)$    

*See actuarial methods and assumptions table for current trend rates

 

Note 13 – Self-Insurance Programs 

Medical malpractice claims – Kern Medical is self-insured for medical malpractice claims for the first 

$2,000,000 per incident, with a $10,000,000 umbrella professional liability policy in excess of the self-

insured retention. Kern Medical also maintains excess liability coverage for claims in excess of total 

maximum policy limitation. Insurance coverage is on a claims-made basis. 

Accounting principles generally accepted in the United States of America require a health care provider to 

accrue the expense of its share of malpractice claim costs, if any, for any reported and unreported 

incidents of potential improper professional service occurring during the year by estimating the probable 

ultimate costs of the incidents. Annual estimated provisions are accrued based on Kern Medical’s past 

experience as well as other considerations, including the nature of the claim or incident and relevant trend 

factors. Losses from asserted and unasserted claims identified under Kern Medical’s incident reporting 

system are actuarially determined based on Kern Medical’s past experience as well as other 

considerations, including the nature of each claim or incident and relevant trend factors. These unpaid 

claim liabilities were discounted at 3.5% in both 2025 and 2024, to account for the time value of money to 

determine the current estimated liabilities as reflected below. It is reasonably possible that this estimate 

could change materially in the near term. 

A reconciliation for professional liability claims (including claims incurred but not reported) for the years 

ended June 30 are as follows: 

2025 2024 2023

Balance, beginning of year 6,478,253$      6,714,868$      7,565,271$      

Current year claims incurred and changes in 

estimates for claims incurred in prior periods 1,371,062       (235,615)         (849,071)         

Claims and expenses paid (400)                (1,000)             (1,332)             
 

Balance, end of year 7,848,915$      6,478,253$      6,714,868$      
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Workers’ compensation claims – Under the California Unemployment and Workers’ Compensation 

Insurance provisions, Kern Medical has elected to pay the actual claims filed for unemployment and 

workers’ compensation benefits. Reinsurance policies have been purchased by Kern Medical for claims 

incurred above selected retention levels for a small portion of enrolled members. The liability associated 

with the self-insurance policies of Kern Medical is based upon Kern Medical’s historical trend analysis and 

includes amounts for claims incurred but not reported. 

A reconciliation for workers’ compensation claims (including claims incurred but not reported), for the 

years ended June 30 are as follows: 

2025 2024 2023

Balance, beginning of year 4,596,389$      3,981,454$      5,332,410$      

Current year claims incurred and changes in 

estimates for claims incurred in prior periods 1,579,724       714,588          (1,241,029)      

Claims and expenses paid (215,075)         (99,653)           (109,927)         

 

Balance, end of year 5,961,038$      4,596,389$      3,981,454$      

 

Note 14 – Deferred Compensation 

Kern Medical offers its employees a deferred compensation plan created by the County in accordance 

with IRC Section 457. The plan, available to all County employees, permits them to defer a portion of their 

salary until future years. The deferred compensation is not available to employees until termination, 

retirement, or unforeseeable emergency. Amounts accumulated under the plan have been invested in 

several investment options at the direction of the employee. 

In accordance with requirements of IRC Section 457 and the Small Business Job Protection Act of 1996, 

the assets in the plan were transferred to a trust as approved by the County Board of Supervisors. The 

trust holds the plan assets for the exclusive benefit of the participants and their beneficiaries. 

Completed financial statements for the Deferred Compensation Plan may be obtained from the Office of 

the Kern County Treasurer-Tax Collector located at 1115 Truxtun Avenue, Bakersfield, California 93301. 

Note 15 – Commitments and Contingencies 

Litigation – Kern Medical is the subject of certain claims and assessments arising in the normal course of 

its operations. In some instances, these matters have been settled or tried, with or without payment made 

by Kern Medical. In other instances, these matters have been dismissed without payment. 

The County, along with seven other counties, is the plaintiff in a case regarding Medi-Cal outpatient 

payment rates for current and prior services. The complaint is that the DHCS did not comply with certain 

federal and state requirements in setting current and prior outpatient payment rates. The case was settled 

during the 2005 year in the County’s favor and Kern Medical received one-half of the settlement amount. 

The other half is contingent upon the Federal government’s provision of Federal financial participation for 

the settlement. Therefore, Kern Medical has not accrued any amounts as a result of this settlement. 
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Regulatory matters – The health care industry is subject to numerous laws and regulations of federal, 

state, and local governments. These laws and regulations include, but are not necessarily limited to, 

matters such as licensure, accreditation, governmental health care program requirements, and 

reimbursements for patient services. Government activity has continued with respect to investigations and 

allegations concerning possible violations of fraud and abuse statutes and regulations by health care 

providers. Violations of these laws and regulations could result in expulsion from government health care 

programs together with the imposition of significant fines and penalties, as well as significant repayments 

for patient services previously billed. Management believes that Kern Medical is in compliance with fraud 

and abuse, as well as other applicable government laws and regulations. Compliance with such laws and 

regulations can be subject to future government review and interpretation as well as regulatory action 

unknown or unasserted at this time. 

In addition, Kern Medical is subject to changes in government legislation that could impact Medicare and 

Medi-Cal payment levels and is also subject to increased levels of managed care penetration and 

changes in payer patterns that may impact the level and timing of payments for services rendered. 

Final determination of amounts earned under prospective payment and cost reimbursement activities is 

subject to review by appropriate governmental authorities or their agents. In the opinion of management, 

adequate provision has been made for any adjustments that could result from such reviews. 

Note 16 – Construction and Seismic Standards 

Under current California laws, Kern Medical’s facilities must comply with specific provisions related to 

structural and nonstructural seismic standards. These laws generally required hospitals to retrofit, 

remodel, or upgrade several buildings before 2013, subject to legislative changes and certain available 

exemptions. Kern Medical is currently working on improvements to noncompliant buildings in order to 

receive exemptions available under current legislation through 2030. Preliminary cost estimates have 

been generated for the plan. Kern is currently working to obtain grant funds for the seismic upgrades. 

Note 17 – Leases 

Kern Medical is a lessee for noncancellable leases of building space and equipment with lease terms 

through 2029. There are no residual value guarantees included in the measurement of Kern Medical’s 

lease liability nor recognized as an expense for the years ended June 30, 2025 and 2024. Kern Medical 

does not have any commitments that were incurred at the commencement of the leases. Kern Medical is 

subject to variable equipment usage payments that are expensed when incurred. There were no amounts 

recognized as variable lease payments as lease expense on the statement of changes of net position for 

the years ended June 30, 2025 and 2024. No termination penalties were incurred during the fiscal year. 
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Kern Medical has the following right-to-use and lease liability activities as of June 30, 2025: 

July 1 Additions Deletions June 30

Right-to-use assets

Building 13,222,837$    186,117$        (78,181)$         13,330,773$    

Equipment 7,663,774       -                     (1,513,671)      6,150,103       

Total right-to-use assets 20,886,611      186,117          (1,591,852)      19,480,876      

Less accumulated amortization

Building 7,145,613       2,062,244       (78,181)           9,129,676       

Equipment 2,062,997       1,398,207       (1,513,671)      1,947,533       

Net right-to-use assets 11,678,001$    (3,274,334)$    -$                   8,403,667$      

Lease liabilities 12,043,323$    185,375$        (3,470,579)$    8,758,119$      

 
Kern Medical has the following right-to-use and lease liability activities as of June 30, 2024: 

July 1 Additions Deletions June 30

Right-of-use assets

Building 11,700,067$    1,736,543$      (213,773)$       13,222,837$    

Equipment 1,513,671       6,150,103       -                     7,663,774       

Total right-to-use assets 13,213,738      7,886,646       (213,773)         20,886,611      

Less accumulated amortization

Building 5,277,771       2,081,615       (213,773)         7,145,613       

Equipment 840,928          1,222,069       -                     2,062,997       

Net right-to-use assets 7,095,039$      4,582,962$      -$                   11,678,001$    

Lease liabilities 7,374,990$      7,757,590$      (3,089,257)$    12,043,323$    

 
Kern Medical recognized approximately $3,460,000 and $3,304,000 in amortization expense as of 

June 30, 2025 and 2024, respectively. Amortization expense is included in the depreciation and 

amortization expense on the Statements of Revenues, Expenses, and Changes in Net Position. 

The future principal and interest lease payments as of June 30, 2025, were as follows: 

Principal Interest Total

Years Ending June 30,

2026 3,187,613$      234,309$        3,421,922$      

2027 2,338,063       144,562          2,482,625       

2028 1,776,082       78,265            1,854,347       

2029 903,971          28,549            932,520          

2030 129,163          16,040            145,203          

Thereafter 423,227          21,692            444,919          

8,758,119$      523,417$        9,281,536$      

 
Kern Medical evaluated the right-to-use assets for impairment and determined there was no impairment 

for the year ended June 30, 2025. 
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Note 18 – Subscription-Based Information Technology Arrangements 

Kern Medical has the following SBITA asset and liability activities as of June 30, 2025: 

July 1 Additions Deletions June 30

SBITA assets – software 3,978,352$      -$                   (96,482)$         3,881,870$      

Less accumulated amortization (1,725,265)      (750,596)         96,482            (2,379,379)      

Total SBITA assets, net 2,253,087       (750,596)         -                     1,502,491       

SBITA liabilities 2,347,269$      -$                   (752,730)$       1,594,539$      

 
Kern Medical has the following SBITA asset activities as of June 30, 2024: 

July 1 Additions Deletions June 30

SBITA assets – software 3,978,352$      -$                   -$                   3,978,352$      

Less accumulated amortization (951,969)         (773,296)         -                     (1,725,265)      

Total SBITA assets, net 3,026,383       (773,296)         -                     2,253,087       

SBITA liabilities 3,095,103$      4,929$            (752,763)$       2,347,269$      

 
The future principal and interest SBITA payments as of June 30, 2025, were as follows: 

Principal Interest Total

Years Ending June 30,

2026 763,896$        40,485$          804,381$        

2027 666,518          15,823            682,341          

2028 164,125          1,336              165,461          

1,594,539$      57,644$          1,652,183$      
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Other Post-Employment Benefits  

Schedule of the Proportionate Share of the Net OPEB Liability (Asset) 

for Kern Medical 

Last 10 Fiscal Years*

Proportionate

Share of the

Net OPEB Plan’s Fiduciary

Reporting Date Liability as a Net Position as

for Employer Measurement Proportion Proportionate Percentage of its  a Percentage

under GASB 75 Date as of of the Net Share of Net Covered-Employee Covered-Employee of the Total

as of June 30 June 30 OPEB Liability/(Asset) OPEB Liability/(Asset) Payroll Payroll OPEB Liability/(Asset)

2018 2018 7.2% 4,306,044$                    48,177,262$            8.9% 56.6%

2019 2019 7.5% 3,772,716$                    49,863,466$            7.6% 62.7%

2020 2020 8.1% 3,753,285$                    27,390,597$            13.7% 66.0%

2021 2021 8.2% 1,653,757$                    26,173,524$            6.3% 84.9%

2022 2022 9.8% 7,216,964$                    23,920,585$            30.2% 57.5%

2023 2023 10.0% 7,075,072$                    25,712,458$            27.5% 60.5%

2024 2024 5.3% (1,452,817)$                   25,670,590$            -5.7% 128.9%

2025 2025 5.2% (2,173,374)$                   20,215,269$            -10.8% 143.3%

*Based on the total covered employee payroll for employees classified as Kern Medical in the census data. Fiscal year 

2018 was the first year of implementation; therefore, only eight years are presented.
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Pension Plan 

Schedule of the Proportionate Share of the Net Pension Liability 

for Kern Medical 

Last 10 Fiscal Years

Proportionate

Share of the

Net Pension Plan’s Fiduciary

Reporting Date Liability as a Net Position as

for Employer Proportion Proportionate County’s Percentage of its  a Percentage

under GASB 68 of the Net Share of Net Covered-Employee Covered-Employee of the Total

as of June 30 Pension Liability Pension Liability Payroll Payroll Pension Liability

2016 15.67% 345,262,534$          81,925,123$            421.44% 61.87%

2017 13.67% 329,935,445$          78,433,199$            420.66% 59.37%

2018 12.41% 293,255,458$          78,815,070$            372.08% 62.49%

2019 13.18% 307,234,709$          89,068,706$            344.94% 64.19%

2020 13.52% 322,103,797$          93,857,773$            343.18% 64.43%

2021 14.32% 381,152,811$          104,248,078$          365.62% 62.00%

2022 15.04% 284,243,193$          107,477,006$          264.47% 73.38%

2023 14.51% 345,399,109$          106,790,632$          323.44% 67.86%

2024 13.69% 344,447,058$          116,976,730$          294.46% 68.52%

2025 13.71% 331,776,526$          138,457,446$          239.62% 71.27%
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Pension Plan 

Schedule of Contributions for Kern Medical 

Last 10 Fiscal Years

Reporting Date Contributions as

for Employer Actuarially Contribution Kern Medical’s a Percentage of

under GASB 68 Determined Kern Medical’s Deficiency Covered-Employee Covered-Employee

as of June 30 Contribution Contribution (Excess) Payroll Payroll

2016 26,558,513$            26,558,513$            -$                               81,925,123$            32.42%

2017 26,222,853$            26,222,853$            -$                               78,433,199$            33.43%

2018 28,411,580$            28,411,580$            -$                               78,815,070$            36.05%

2019 30,922,108$            30,922,108$            -$                               89,068,706$            34.72%

2020 29,801,356$            29,801,356$            -$                               93,857,773$            31.75%

2021 38,354,347$            38,354,347$            -$                               104,248,078$          36.79%

2022 38,713,478$            38,713,478$            -$                               107,477,006$          36.02%

2023 40,768,957$            40,768,957$            -$                               106,790,632$          38.18%

2024 44,690,354$            44,690,354$            -$                               116,976,730$          38.20%

2025 50,311,505$            50,311,505$            -$                               138,457,446$          36.34%
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Schedule of Net Position 

June 30, 2025 

Kern Medical

Kern Medical Surgery Center Eliminations Total

CURRENT ASSETS

Cash 28,737,931$       95,430$              -$                   28,833,361$       

Revolving fund cash 3,000                  -                     -                     3,000                  

Patient accounts receivable, net of allowances for doubtful

accounts of $14,235,000 in 2025 57,976,227         556,300              -                     58,532,527         

Due from governmental agencies 239,397,612       -                     -                     239,397,612       

Other receivables 21,797,767         6,631                  -                     21,804,398         

Inventories 5,554,598           -                     -                     5,554,598           

Prepaid expenses 7,631,242           -                     -                     7,631,242           

Total current assets 361,098,377       658,361              -                     361,756,738       

RIGHT-TO-USE ASSETS, net 8,255,098           148,569              -                     8,403,667           

SUBSCRIPTION-BASED INFORMATION TECHNOLOGY

ARRANGEMENTS (SBITA), net 1,502,491           -                     -                     1,502,491           

NET OTHER POST-EMPLOYMENT BENEFITS (OPEB) 2,173,374           -                     -                     2,173,374           

INVESTMENT IN SURGERY CENTER 5,846,067           -                     (5,846,067)          -                     

CAPITAL ASSETS, net 96,029,352         808,227              -                     96,837,579         

Total assets 474,904,759       1,615,157           (5,846,067)          470,673,849       

DEFERRED OUTFLOWS OF RESOURCES 107,614,345       -                     -                     107,614,345       

Total assets and deferred outflows of resources 582,519,104$      1,615,157$         (5,846,067)$        578,288,194$      

CURRENT LIABILITIES

Accounts payable and accrued expenses 34,546,459$       326,535$            -$                   34,872,994$       

Salaries and employee benefits payable 19,812,529         -                     -                     19,812,529         

Interest payable, current portion 957,053              -                     -                     957,053              

Current portion of compensated absences payable 7,648,301           -                     -                     7,648,301           

Current portion of lease liability 3,014,787           172,826              -                     3,187,613           

763,896              -                     -                     763,896              

Current portion of estimate for professional liability 3,171,800           -                     -                     3,171,800           

Current portion of estimate for workers' compensation liability 1,243,269           -                     -                     1,243,269           

Current portion of long-term debt 1,058,183           -                     -                     1,058,183           

Total current liabilities 72,216,277         499,361              -                     72,715,638         

NONCURRENT LIABILITIES

Interest payable, net of current portion 7,408,309           -                     -                     7,408,309           

Compensated absences payable, net of current portion 17,846,036         -                     -                     17,846,036         

Net pension liability 331,776,526       -                     -                     331,776,526       

Estimate for professional liability, net of current portion 4,677,115           -                     -                     4,677,115           

Estimate for workers' compensation liability, net of current portion 4,717,769           -                     -                     4,717,769           

Lease liability, net of current portion 5,570,506           -                     -                     5,570,506           

SBITA liability, net of current portion 830,643              -                     -                     830,643              

Long-term debt, net of current portion 6,092,765           -                     -                     6,092,765           

Total liabilities 451,135,946       499,361              -                     451,635,307       

DEFERRED INFLOWS OF RESOURCES 24,765,696         -                     -                     24,765,696         

NET POSITION

Investment in capital assets 96,029,352         808,227              -                     96,837,579         

Unrestricted 10,588,110         307,569              (5,846,067)          5,049,612           

Total net position 106,617,462       1,115,796           (5,846,067)          101,887,191       

Total liabilities, deferred inflows of resources, and net position 582,519,104$      1,615,157$         (5,846,067)$        578,288,194$      

Current portion of SBITA liability

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
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Schedule of Net Position 

June 30, 2024 

Kern Medical

Kern Medical Surgery Center Eliminations Total

CURRENT ASSETS

Cash 50,299,731$       129,372$            -$                   50,429,103$       

Revolving fund cash 3,000                  -                     -                     3,000                  

Patient accounts receivable, net of allowances for doubtful

accounts of $11,580,000 in 2024 48,875,020         379,578              -                     49,254,598         

Due from governmental agencies 204,691,559       -                     -                     204,691,559       

Other receivables 19,070,677         79,048                -                     19,149,725         

Inventories 4,640,928           -                     -                     4,640,928           

Prepaid expenses 6,897,103           -                     -                     6,897,103           

Total current assets 334,478,018       587,998              -                     335,066,016       

RIGHT-TO-USE ASSETS, net 11,232,292         445,709              -                     11,678,001         

SUBSCRIPTION-BASED INFORMATION TECHNOLOGY

ARRANGEMENTS (SBITA), net 2,253,087           -                     -                     2,253,087           

NET OTHER POST-EMPLOYMENT BENEFITS (OPEB) 1,452,817           -                     -                     1,452,817           

INVESTMENT IN SURGERY CENTER 5,846,067           -                     (5,846,067)          -                     

CAPITAL ASSETS, net 94,448,696         919,533              -                     95,368,229         

Total assets 449,710,977       1,953,240           (5,846,067)          445,818,150       

DEFERRED OUTFLOWS OF RESOURCES 118,686,651       -                     -                     118,686,651       

Total assets and deferred outflows of resources 568,397,628$      1,953,240$         (5,846,067)$        564,504,801$      

CURRENT LIABILITIES

Accounts payable and accrued expenses 34,908,502$       145,674$            -$                   35,054,176$       

Salaries and employee benefits payable 17,839,227         -                     -                     17,839,227         

Interest payable, current portion 883,631              -                     -                     883,631              

Current portion of compensated absences payable 7,190,901           -                     -                     7,190,901           

Current portion of lease liability 3,118,995           331,419              -                     3,450,414           

754,163              -                     -                     754,163              

Current portion of estimate for professional liability 2,334,246           -                     -                     2,334,246           

Current portion of estimate for workers' compensation liability 953,188              -                     -                     953,188              

Current portion of long-term debt 1,062,281           -                     -                     1,062,281           

Total current liabilities 69,045,134         477,093              -                     69,522,227         

NONCURRENT LIABILITIES

Interest payable, net of current portion 7,151,631           -                     -                     7,151,631           

Compensated absences payable, net of current portion 16,778,768         -                     -                     16,778,768         

Net pension liability 344,447,058       -                     -                     344,447,058       

Estimate for professional liability, net of current portion 4,144,007           -                     -                     4,144,007           

Estimate for workers' compensation liability, net of current portion 3,643,201           -                     -                     3,643,201           

Lease liability, net of current portion 8,420,550           172,359              -                     8,592,909           

SBITA liability, net of current portion 1,593,106           -                     -                     1,593,106           

Long-term debt, net of current portion 7,150,948           -                     -                     7,150,948           

Total liabilities 462,374,403       649,452              -                     463,023,855       

DEFERRED INFLOWS OF RESOURCES 36,070,074         -                     -                     36,070,074         

NET POSITION

Investment in capital assets 94,448,696         919,533              -                     95,368,229         

Unrestricted (24,495,545)        384,255              (5,846,067)          (29,957,357)        

Total net position 69,953,151         1,303,788           (5,846,067)          65,410,872         

Total liabilities, deferred inflows of resources, and net position 568,397,628$      1,953,240$         (5,846,067)$        564,504,801$      

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

Current portion of SBITA liability
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Schedule of Revenues, Expenses and Changes in Net Position 

Year Ended June 30, 2025 

Kern Medical

Kern Medical Surgery Center Eliminations Total

OPERATING REVENUES

Net patient service revenue, net of provisions for 

uncollectible accounts of $17,734,000 in 2025 321,923,861$  5,722,669$      -$                327,646,530$  

Indigent patient care funding 221,263,117    -                 -                 221,263,117    

Correctional medicine funding 42,224,388      -                 -                 42,224,388      

County funding 3,422,529       -                 -                 3,422,529       

Other operating revenue 33,323,670      6,486,554       (6,486,554)      33,323,670      

Total operating revenues 622,157,565    12,209,223      (6,486,554)      627,880,234    

OPERATING EXPENSES

Salaries and employee benefits 368,438,838    8,670,567       (4,924,816)      372,184,589    

Services and supplies 190,689,445    3,283,603       -                 193,973,048    

Other expenses 7,334,163       22,897            (1,561,738)      5,795,322       

Depreciation and amortization 15,570,534      399,294          -                 15,969,828      

Total operating expenses 582,032,980    12,376,361      (6,486,554)      587,922,787    

OPERATING INCOME (LOSS) 40,124,585      (167,138)         -                 39,957,447      

NONOPERATING REVENUES (EXPENSES)

Interest on bank deposits and investments, net 185,478          -                 -                 185,478          

Revenue from other governmental agencies 200,535          -                 -                 200,535          

Other nonoperating revenues 180,901          -                 -                 180,901          

Interest expense (4,027,188)      (20,854)           -                 (4,048,042)      

Total nonoperating revenues (expenses), net (3,460,274)      (20,854)           -                 (3,481,128)      

Change in net position 36,664,311      (187,992)         -                 36,476,319      

NET POSITION, beginning of year 69,953,151      1,303,788       (5,846,067)      65,410,872      

NET POSITION, end of year 106,617,462$  1,115,796$      (5,846,067)$    101,887,191$  
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Schedule of Revenues, Expenses and Changes in Net Position 

Year Ended June 30, 2024 

Kern Medical

Kern Medical Surgery Center Eliminations Total

OPERATING REVENUES

Net patient service revenue, net of provisions for 

uncollectible accounts of $14,410,000 in 2024 287,484,381$  4,344,808$      -$                291,829,189$  

Indigent patient care funding 196,711,998    -                 -                 196,711,998    

Correctional medicine funding 34,172,564      -                 -                 34,172,564      

County funding 3,422,997       -                 -                 3,422,997       

Other operating revenue 24,061,041      4,842,557       (4,834,825)      24,068,773      

Total operating revenues 545,852,981    9,187,365       (4,834,825)      550,205,521    

OPERATING EXPENSES

Salaries and employee benefits 333,220,697    5,552,366       (3,444,923)      335,328,140    

Services and supplies 183,710,448    2,506,669       -                 186,217,117    

Other expenses 6,662,187       65,857            (1,389,902)      5,338,142       

Depreciation and amortization 15,404,151      449,014          -                 15,853,165      

Total operating expenses 538,997,483    8,573,906       (4,834,825)      542,736,564    

OPERATING INCOME 6,855,498       613,459          -                 7,468,957       

NONOPERATING REVENUES (EXPENSES)

Interest on bank deposits and investments, net 241,391          -                 -                 241,391          

Revenue from other governmental agencies 193,480          -                 -                 193,480          

Other nonoperating revenues 193,807          -                 -                 193,807          

Interest expense (3,161,293)      (21,072)           -                 (3,182,365)      

Total nonoperating revenues (expenses), net (2,532,615)      (21,072)           -                 (2,553,687)      

Change in net position 4,322,883       592,387          -                 4,915,270       

NET POSITION, beginning of year 65,630,268      711,401          (5,846,067)      60,495,602      

NET POSITION, end of year 69,953,151$    1,303,788$      (5,846,067)$    65,410,872$    
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Report of Independent Auditors on Internal Control Over 

Financial Reporting and on Compliance and Other Matters 

Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 

The Board of Governors 

Kern County Hospital Authority 

We have audited, in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Kern County 

Hospital Authority, which comprise the statement of net position as of June 30, 2025, and the related 

statements of revenues, expenses, and changes in net position and cash flows for the year then 

ended, and the related notes to the financial statements, which collectively Kern County Hospital 

Authority’s basic financial statements, and have issued our report thereon dated January 9, 2026. 

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Kern County Hospital 

Authority’s internal control over financial reporting (internal control) as a basis for designing audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 

financial statements, but not for the purpose of expressing an opinion on the effectiveness of Kern 

County Hospital Authority’s internal control. Accordingly, we do not express an opinion on the 

effectiveness of Kern County Hospital Authority’s internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph 

and was not designed to identify all deficiencies in internal control that might be material weaknesses 

or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist 

that were not identified. However, as described in the accompanying schedule of findings and 

responses, we identified certain deficiencies in internal control that we consider to be material 

weaknesses and significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 

combination of deficiencies, in internal control such that there is a reasonable possibility that a 

material misstatement of Kern County Hospital Authority's financial statements will not be prevented, 

or detected and corrected, on a timely basis. We consider the deficiency described in the 

accompanying schedule of findings and responses as item 2025-001 to be a material weakness. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. We consider the deficiency described in the accompanying schedule of findings and 

responses as item 2025-002 to be a significant deficiency. 
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Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Kern County Hospital Authority’s financial 

statements are free from material misstatement, we performed tests of its compliance with certain 

provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 

have a direct and material effect on the financial statements. However, providing an opinion on 

compliance with those provisions was not an objective of our audit, and accordingly, we do not 

express such an opinion. The results of our tests disclosed no instances of noncompliance or other 

matters that are required to be reported under Government Auditing Standards. 

Kern County Hospital Authority’s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on Kern County 

Hospital Authority’s response to the findings identified in our audit and described in the 

accompanying schedule of findings and responses. Kern County Hospital Authority’s response was 

not subjected to the other auditing procedures applied in the audit of the financial statements and, 

accordingly, we express no opinion on the response. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of Kern 

County Hospital Authority’s internal control or on compliance. This report is an integral part of an 

audit performed in accordance with Government Auditing Standards in considering Kern County 

Hospital Authority’s internal control and compliance. Accordingly, this communication is not suitable 

for any other purpose. 

 
Los Angeles, California 

January 9, 2026 
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Schedule of Findings and Responses 

Finding 2025-001 – Material Weakness in Internal Controls over Financial Reporting – Valuation of 

Patient Accounts Receivables 

Criteria 

Patient accounts receivable must be accurately valued in accordance with accounting principles generally 

accepted in the United States of America. Specifically, the patient accounts receivable balances should 

reflect net realizable amounts in accordance with historical data. 

Condition 

During our testing of patient accounts receivable, we noted a difference between our estimated valuation 

of the patient accounts receivable and management's estimate of approximately $17M. This difference 

was primarily due to an additional contractual allowance recorded by management in excess of the 

allowances that were initially calculated by management as part of the standard monthly review process. 

Cause 

The additional allowance recorded by management resulted from management performing their analysis 

based on the impact to the statement of revenues, expenses and changes to net position, without 

properly assessing the impact to the corresponding valuation of the patient accounts receivable.  

Effect  

As a result, we concluded that an adjustment to increase patient accounts receivable and increase net 

patient services revenue as of June 30, 2025, by $17M was necessary. The $17M represents an increase 

to the amount estimated to be collected as of June 30, 2025, and is necessary to ensure that the 

statement of revenues, expenses, and changes in net position aligns with what is reported on the 

statement of net position. 

Recommendation 

We recommend that management implement controls to ensure that all adjustments to calculated 

contractual allowances for patient receivables are properly supported. Additionally, we recommend that 

management review its contractual allowance calculation methodology and identify whether further 

disaggregation is necessary to enhance the precision and reliability of the estimate. 

Views of responsible officials 

Kern County Hospital Authority management agrees with Baker Tilly’s assessment that excess 

contractual allowances were placed on patient accounts receivable at June 30, 2025. However, it is 

management’s opinion that the core methodology currently used to estimate allowances for patient 

receivables is sound and reliable. Patient accounts receivable are analyzed at the patient level each 

month and the impact on both the statement of net position and net patient revenue are taken into 

consideration. Management is conscientious about the fact that patient cash collections must equal or 

exceed the dollar amount of net patient revenue recognized. Net patient revenue is the standard industry 

benchmark cash collection goal for healthcare providers. Therefore, management is conscientious about 

reporting net patient revenue that can reasonably be collected by the organization. Management will 

implement additional steps and procedures during future analyses to ensure that reasonable net patient 

revenue is recognized each period and that it corresponds with net accounts receivable reported on the 

statement of net position. Analyses will include at least quarterly cash aging analyses to determine 

whether or not current cash collections correspond with current patient accounts receivable. 
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Finding 2025-002 – Significant Deficiency in Internal Controls over Financial Reporting – Account 

Reconciliations and Proper Reviews 

Criteria 

Kern County Hospital Authority should have policies and procedures in place to ensure all accounts are 

reconciled and reviewed on a timely basis. 

Condition 

Throughout our review of the design and implementation of internal controls, we noted multiple instances 

where the preparation and review of account reconciliations was not taking place until several months 

after month-end. Additionally, we noted during our review of bank reconciliations, that the bank 

reconciliations included variances to be researched and transfers between bank accounts that had not 

been properly recorded within the general ledger.  

Cause 

The delay in the preparation and review of the account reconciliation and in the investigation of variances 

within the bank reconciliations is primarily due to turnover in the accounting department throughout the 

fiscal year. 

Potential effect 

The delay in the preparation and review of the account reconciliation and in the investigation of variances 

within the bank reconciliations increases the risk that a misstatement within the financial statements 

would not be identified and corrected in a timely manner. 

Recommendation 

We recommend that management implement a financial close and reporting timeline and ensure that all 

reconciliations are prepared and reviewed within the scheduled timeframe. Additionally, we recommend 

that management implement processes to ensure that reconciling items are identified and resolved on a 

timely basis. 

Views of responsible officials 

Kern County Hospital Authority management agrees with Baker Tilly’s assessment that timely and 

accurate balance sheet account reconciliations should be prepared monthly. Management also agrees 

with the assessment that the month-end accounting cycle close process should follow a schedule and be 

completed within a reasonable timeframe. Current policies and procedures are in place that require 

accounting staff to prepare monthly balance sheet reconciliations. In addition, management’s intent is to 

complete the accounting cycle close process by the 20th of the month following the month being closed. 

However, as referenced by Baker Tilly above as a primary cause, a high rate of accounting staff turnover 

during FY 2025 made completing balance sheet reconciliations on a timely basis and adhering to a 

month-end close schedule difficult. At this time all vacant staff accounting positions have been filled. It is 

management’s expectation that staff will soon gain the expertise and proficiency needed to complete the 

month-end close process and all balance sheet reconciliations accurately and efficiently on a monthly 

basis.  
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Scope of Services

We have performed the following services for the Board of Governors:

Annual Audit
• Annual financial statement audit for the year 

ending June 30, 2025, including supplementary 
information.

• Report on internal control over financial 
reporting and on compliance and other matters 
based on an audit of financial statements 
performed in accordance with Government 
Auditing Standards

Non-Attest Services
• Assist management with drafting the financial 

statements and related footnotes, excluding 
Management’s Discussion and Analysis, for 
the year ending June 30, 2025.
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Summary of Audit Process

Our audit was generally performed in accordance with our initial plan. When the results of a 
planned audit procedure did not provide sufficient evidence or our original plan was based on an 
incorrect understanding of a transaction, process, or accounting policy of the entity, we made the 
necessary adjustments to our audit plan to incorporate the procedures necessary to support our 
opinion on the financial statements.

We have completed our testing of all significant account balances and classes of transactions.

We issued our independent auditor’s report and communicated required internal control related 
matters on January 9, 2026. 
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Significant Risks Identified

During the audit, we identified the following significant risks:

Significant Risks Procedures

Management override 
of controls

We performed inquiries of accounting and operational personnel, performed risk 
assessment procedures, and tested risk-based manual journal entry selections, 
with no issues noted.

Valuation of the 
estimate for 
professional liability

We obtained the actuarial reports utilized by management to prepare the estimate 
and tested the underlying data. We confirmed the status of open claims directly 
with the entity’s outside legal counsel. We also performed substantive analytical 
procedures, with no issues noted.

Valuation of the 
estimate for workers’ 
compensation liability

We obtained the actuarial reports utilized by management to prepare the estimate 
and tested the underlying data. We also performed substantive analytical 
procedures, with no issues noted.
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Significant Risks Identified

During the audit, we identified the following significant risks:

Significant Risks Procedures

Cutoff and valuation of 
net patient service 
revenue

We tested internal controls over revenue recognition and performed substantive 
analytical procedures. We also tested revenue for cutoff and focused on journal 
entries posted to revenue to address the presumptive risk of fraud in the 
recognition of revenue, with no issues noted.

Valuation of patient 
accounts receivable

We tested management’s estimate of allowances using underlying collection 
history. We also completed a lookback analysis and a subsequent cash receipts 
analysis. As a result of our testing, an adjustment of $17M was recorded to 
increase patient accounts receivable and increase net patient service revenue.

Valuation of indigent 
patient care funding 
and amounts due from 
governmental agencies

We tested internal controls around the revenue process and tested management’s 
estimate of reserves based on contractual reimbursement arrangements, historical 
settlements, and the latest information available from payors, with no issues noted
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Matters Required to be Communicated with 
Those Charged with Governance

We are responsible for forming and expressing an opinion 
about whether the financial statements that have been 
prepared by management, with your oversight, are prepared, 
in all material respects, in accordance with accounting 
principles generally accepted in the United States of 
America. Our audit of the financial statements does not 
relieve you or management of your responsibilities.

Our responsibility with regard to the 
financial statement audit under U.S. 
auditing standards:
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Matters Required to be Communicated with 
Those Charged with Governance

We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America 
(U.S. GAAS), as well as Government Auditing Standards 
issued by the Comptroller General of the United States. As 
part of an audit conducted in accordance with U.S. GAAS, 
we exercise professional judgment and maintain professional 
skepticism throughout the audit. 

Our responsibility with regard to the 
financial statement audit under U.S. 
auditing standards:
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Matters Required to be Communicated with 
Those Charged with Governance

Our audit of the financial statements included obtaining an 
understanding of internal control relevant to the audit in order 
to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control or 
to identify deficiencies in the design or operation of internal 
control. Accordingly, we considered the entity’s internal 
control solely for the purpose of determining our audit 
procedures and not to provide assurance concerning such 
internal control.

Our responsibility with regard to the 
financial statement audit under U.S. 
auditing standards:



10

Matters Required to be Communicated with 
Those Charged with Governance

We are also responsible for communicating significant 
matters related to the financial statement audit that are, in 
our professional judgment, relevant to your responsibilities in 
overseeing the financial reporting process. However, we are 
not required to design procedures for the purpose of 
identifying other matters to communicate to you.

Our responsibility with regard to the 
financial statement audit under U.S. 
auditing standards:
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Matters Required to be Communicated with 
Those Charged with Governance

The quality of the entity’s accounting policies and 
underlying estimates are discussed throughout this 
presentation. There were no changes in the entity's 
approach to applying the critical accounting policies.

Significant Accounting Practices:

Our views about qualitative aspects of 
the entity’s significant accounting 
practices, including accounting policies, 
accounting estimates, and financial 
statement disclosures
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Matters Required to be Communicated with 
Those Charged with Governance

No significant unusual transactions were identified 
during our audit of the entity’s financial statements.Significant Unusual Transactions:
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Matters Required to be Communicated with 
Those Charged with Governance

No significant difficulties were encountered during our 
audit of the entity’s financial statements.Significant Difficulties Encountered 

During the Audit:

We are to inform those charged with 
governance of any significant difficulties 
encountered in performing the audit. 
Examples of difficulties may include 
significant delays by management, an 
unreasonably brief time to complete the 
audit, unreasonable management 
restrictions encountered by the auditor or 
an unexpected extensive effort required 
to obtain sufficient appropriate audit 
evidence.
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Matters Required to be Communicated with 
Those Charged with Governance

We are pleased to report that there were no 
disagreements with management.Disagreements With Management:

Disagreements with management, 
whether or not satisfactorily resolved, 
about matters that individually or in the 
aggregate could be significant to the 
entity’s financial statements, or the 
auditor’s report.
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Matters Required to be Communicated with 
Those Charged with Governance

There were no circumstances that affected the form 
and content of the auditor’s report.Circumstances that affect the form 

and content of the auditor's report:
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Matters Required to be Communicated with 
Those Charged with Governance

There were no other findings or issues arising from the 
audit to report.Other findings or issues arising from 

the audit that are, in the auditor’s 
professional judgment, significant 
and relevant to those charged with 
governance regarding their oversight 
of the financial reporting process:
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Matters Required to be Communicated with 
Those Charged with Governance

There were no uncorrected misstatements identified as 
a result of our audit.Uncorrected Misstatements:
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Matters Required to be Communicated with 
Those Charged with Governance

The following corrected audit adjustments were 
recorded:
• An adjustment of approximately $17,000,000 to 

increase patient accounts receivable and net patient 
service revenue. The adjustment represents an 
increase to the amount estimated to be collected as 
of June 30, 2025. 

Material, Corrected Misstatements:

Material, corrected misstatements that 
were brought to the attention of 
management as a result of audit 
procedures.
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Matters Required to be Communicated with 
Those Charged with Governance

A copy of the management representation letter is 
available upon request.Representations Requested of 

Management

We requested certain representations 
from management that are included in 
the management representation letter 
dated January 9, 2026.



20

Matters Required to be Communicated with 
Those Charged with Governance

We are not aware of instances where management 
consulted with other accountants about significant 
auditing or accounting matters.

Management’s Consultation with 
Other Accountants:

When we are aware that management 
has consulted with other accountants 
about significant auditing or accounting 
matters, we discuss with those charged 
with governance our views about the 
matters that were the subject of such 
consultation.
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Matters Required to be Communicated with 
Those Charged with Governance

No significant issues arose during the audit that have 
not been addressed elsewhere in this presentation.Significant issues arising from the 

audit that were discussed, or the 
subject of correspondence with 
management:
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Matters Required to be Communicated with 
Those Charged with Governance

During our audit, we identified the following control 
deficiencies that are required to be communicated in 
accordance with AU-C 265:
• Material weakness in internal controls over financial 

reporting related to the valuation of patient accounts 
receivable

• Significant deficiency in internal controls over 
financial reporting related to account reconciliations 
and proper reviews

Any material weaknesses and significant 
deficiencies in the design or operation of 
internal control that came to the auditor’s 
attention during the audit must be reported to 
Those Charged with Governance. 
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Your Service Team

Kimberly Sokoloff
Engagement Partner

Kimberly.Sokoloff@bakertilly.com
(925) 952-2506

Jordan Olson
Engagement Senior Manager

Jordan.Olson@bakertilly.com
(949) 517-9456

Kristen Olko
Engagement Reviewer

Kristen.Olko@bakertilly.com
(310) 295-3364

Mary Wright
Quality Control Reviewer

Mary.Wright@bakertilly.com
(425) 303-3034
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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 

 
 

January 21, 2026 
 
Subject:  Kern County Hospital Authority Chief Financial Officer Report – November 2025 
 
Recommended Action:  Receive and File 
 
Summary:   
 
Kern Medical Operations: 

Kern Medical key performance indicators: 

• Operating gain of $631,597 for November is $425,574 more than the November budget of 206,023 and 
$275,549 more than the $356,048 average over the last three months 

• EBIDA of $2,161,238 for November is $310,166 more than the November budget of $1,851,072 and 
$198,356 more than the $1,962,882 average over the last three months 

• Average Daily Census of 160 for November is 11 less than the November budget of 171 and 11 less than the 
171 average over the last three months 

• Admissions of 829 for November are 3 less than the November budget of 832 and 43 less than the 872 
average over the last three months 

• Total Surgeries of 460 for November are 23 less than the November budget of 483 and 96 less than the 556 
average over the last three months 

• Clinic Visits of 19,440 for November are 618 less than the November budget of 20,058 and 3,800 less than 
the 23,240 average over the last three months 

   
The following items have budget variances for the month of November 2025:    
 
Patient Revenue: 
Gross patient revenue has a 1% favorable budget variance for the month and a 3% favorable budget variance on 
a year-to-date basis.  The favorable variance is mainly due to a 3.5% charge description master (CDM) price 
increase that became effective on July 1, 2025 and to a lesser extent, patient volumes. Kern Medical expects 
strong patient census levels and consistently high gross patient revenue for FY 2026.    
 
Indigent and Correctional Medicine Funding Revenue: 
Indigent funding has an unfavorable budget variance for the month and on a year-to-date basis due to a 
conservative approach to recognizing indigent funding revenue.  For the current month, Kern Medical has only 
recognized 95% of the total projected revenue for the Managed Care Rate Range Program, the Medi-Cal Quality 
Assurance Fee Program, the Physician SPA Program, the Graduate Medical Education (GME) Program, and the 
AB915 Outpatient Supplemental Funding Program.  Kern Medical recognizes 100% of the total projected 
revenue for the Medi-Cal waiver programs including the Global Payment Program (GPP), Enhanced Care 
Management (ECM), the Enhanced Payment Program (EPP), and the Quality Incentive Program (QIP).  
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Other Operating Revenue: 
Other operating revenue is under budget for the month and on a year-to-date basis.  Other operating revenue 
consists of items such as medical education funding, grant funding, Proposition 56 funding, and other 
miscellaneous non-patient related revenue.  These items are received quarterly or otherwise periodically.  
Therefore, actual month-to-date and year-to-date revenue compared to the budget fluctuates throughout the 
year.  
 
Other Non-Operating Revenue: 
Other non-operating revenue is over budget for the month and on a year-to-date basis.  Other non-operating 
revenue consists of miscellaneous items such as revenue for providing out-of-network physician services.  These 
miscellaneous items are not received consistently throughout the year.  Therefore, the actual dollar amount 
recorded for this line item may fluctuate versus budget on a monthly basis and on a year-to-date basis. 
 
Salaries Expense: 
Salaries expense is 7% under budget for the month and 5% under budget on a year-to-date basis. 
 
Benefits Expense: 
Benefits expense is 12% under budget for the month and 6% under budget on a year-to-date basis. 
 
Nurse Registry Expense: 
Nurse registry expense is 20% under budget for the month and 12% under budget on a year-to-date basis.  The 
overall use of nurses under contract was reduced with the intent to hire more nurses as Kern Medical 
employees. 
 
Medical Fees: 
Medical fees are 28% over budget for the month and 24% over budget on a year-to-date basis.  The unfavorable 
variance is due to higher-than-average fees paid to the LocumTenens.com physician staffing agency. 
 
Other Professional Fees: 
Other professional fees are 9% over budget for the month and 4 % over budget on a year-to-date basis.  The 
unfavorable variance is due to an under accrual for Oracle and for Healthcare Performance Group (HPG) 
information technology consulting services. 
 
Supplies Expense: 
Supplies expense is 8% under budget for the month and 0.3% under budget year-to-date.  The favorable 
variances are due to lower-than-average pharmaceuticals costs and lower than average surgical and other 
medical supplies costs.  
 
Purchased Services: 
Purchased services are 28% over budget for the month and 7% over budget on a year-to-date basis due to 
higher-than-expected software maintenance costs, ambulance fees, and out of network patient services 
expenses. 

 
Other Expenses: 
Other expenses are 10% under budget for the month due to less than average costs for repairs and maintenance 
and less than average utilities expenses.  Other expenses are 3% over budget on a year-to-date basis due to 
higher-than-average repairs and maintenance expenses and higher than average costs for utilities.  
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Interest Expense: 
Interest expense is under budget for the month and year-to-date due to lower-than-average interest paid for 
the PNC Bank credit line.  The monthly interest fluctuates depending on whether or not Kern Medical has 
borrowed against the credit line and depending on current interest rates.  

 
Depreciation and Amortization Expense: 
Depreciation expense is under budget for the month because of the recent disposal of endoscopy equipment.  
Depreciation expense is over budget on a year-to-date basis due to various equipment put in service during FY 
2026.  Amortization is over budget for the month due to the addition of an MRI lease with Advantage Imaging.  
Amortization is under budget on a year-to-date basis due to less than average amortization expense for right-of-
use (ROU) capital leases and less than average amortization expense for subscription-based information 
technology arrangement (SBITA) software.  A change in the treatment of accounting for leases under GASB 87 
was implemented in FY 2022.  GASB 87 requires leases to be set up as assets at fair market value and amortized 
over time.  Corresponding right-of-use liabilities are also set up for leases with applicable interest expense 
accrued.  The net effect of the implementation of GASB 87 is minimal.  There is a corresponding decrease in 
lease expense under the other expenses section of the income statement that offsets the increases in 
amortization expense and interest expense.  A change in the treatment of accounting for subscription-based 
software under GASB 96 was implemented by Kern Medical in 2023.  The accounting treatment for subscription-
based software under GASB 96 and its net effect financially is the same as for lease accounting under GASB 87 as 
described above.   
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KERN COUNTY HOSPITAL AUTHORITY 
BOARD OF GOVERNORS 

PUBLIC STATEMENT REGARDING CLOSED SESSION 
 

Health and Safety Code Section 101855(e)(1) 
 
On the recommendation of the Chief Executive Officer, the Board of Governors will hold 
a closed session on January 21, 2026, the premature disclosure of which would create a 
substantial probability of depriving the authority of a substantial economic benefit or 
opportunity.  The closed session involves: 
 
 
   X    Request for Closed Session for the purpose of discussion or taking action on 
authority trade secrets (Health and Safety Code Section 101855(e)(1)) –  
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