
Response to Grand Jury Final Report — 2010 

Administration 

Findings: 

  

1. MMC has had seven Chief Executive Officers in the past four years, three were permanent, and 

four were interim. 

Response: We agree with findings. 

5. A hospital Board of Directors was established, passed and adopted by the BOS on April 6, 2010. 

Response: We agree with findings. 

Recommendations: 

1. The new hospital Board of Directors should have a balance of disciplines including a working 

knowledge of health care services and healthcare administration. 

Response: The new hospital board will go through an extensive orientation process of financial 

and clinical areas in the next several months. 

2. Hire a well qualified permanent CEO who will maintain a long term and positive relationship 

with MMC and Modoc County. 

Response: It is the intention of the BOS and hospital Board to hire a well qualified permanent 

CEO with an interest in establishing a positive relationship in Modoc County. 



Response to Grand Jury Final Report — 2010 

Billing Department 

Findings: 

1 An extensive review of accounts receivable/payable was done this past year. 

Response: Agreed. Kelly Maldonado performed an extensive review of accounts receivable 

when she began to manage the business office in October 2009. Accounts payable processes 

were transformed to reflect a true valuation by changing the timing that payments were posted 

on the hospital's financial reporting system to the actual date payment was made. 

2 Accounts receivable identified as non-collectible were tallied and written off. 

Response: Agreed. Kelly Maldonado identified some accounts that were not collectible, mostly 

due to untimely claims filed by current staff. The amount identified exceeded $230,000 in the 

aggregate. These accounts were presented to the board for approval to write off. 

3 A restructuring of the business office was completed. 

Response: Agreed. Due to the inconsistencies and untimliness of claims billed resulting in lost 

cash flows, administration felt it would be beneficial to outsource certain billing functions to 

assist remaining staff in accomplishing their duties. 

4 A contract for billing services was requested. In lieu of a contract, a copy of an engagement 

letter for billing services was obtained and reviewed. 

Response: Clarification. The terms defined in the engagement letter were adopted as an 

executed contract. 

5 MMC has an engagement letter for billing services with an outside medical billing service which 

results in timely, accurate billings, with faster receipt of revenue. Billing service fee is $12,000 

per month plus incentive. 

Response: Agreed. MMC is satisfied with the terms of the agreement and the performance of 

the contractor. The cost of the contractor was less than the staff that was laid off, and the cash 

flow has improved. 

6 There was no evidence that a bidding process was used when obtaining the billing service. 

Response: Clarification. While an open bid did not occur, there were discussions with another 

firm i nteres ted i n outsourci ng the enti re Pati ent  Fi nanc i al  Servi ces  depar tment .  The billing 

service was an expanded portion of an existing contract. 



7 The monthly average billings are $3 million with a realistic return of $1.5 million. 

Response: Clarification. The monthly average billings are $2.3 million with expectations of 

about 50% or $1.15 million. 

8 The chargemaster software which provides a list of every service MMC provides has now been 

updated with current reimbursement rates. 

Response: Agreed. The chargemaster will be reviewed periodically and charges considered in 

respect to industry standards. Ambulance charges were increased as of 7/1/10, and other 

departments will be considered during the summer months. 

Recommendations: 

1 Billing department employees should be required to review their department's procedure 

manual on a regular basis. 

Response: Different sections of the manual will be reviewed during monthly staff meetings. In 

addition, the manual is always available in electronic format and available for all billing 

department staff to access. 

2 All non-collectable accounts should be reviewed and written off in a timely manner. 

Response: Accounts are reviewed at least quarterly and submitted to appropriate staff for 

authorization to write off. 

3 All contracts providing services should include a clear and concise description of services being 

contracted. All contracts should be subject to a bidding process. 

Response: With the creation of the new Board of Directors, the bylaws state that part of their 

duties is to execute contracts based on the recommendation of the CEO. A write up of services 

being contracted will be presented upon review and include the procedures for the bidding 

process. Procurement contracts have already started the process of completing a checklist to 

ensure procedures are followed. 



Response to Grand Jury Final Report — 2010 

Clinic 

Findings: 

1. Clinic Director has contracted with MMC under seven changes of administration since 2007 

2. Clinic Director considered it a blow to have the previous permanent CEO leave. 

3. The number on community health issue is obesity which affects all age groups. Obesity 
contributes directly to diabetes, hypertension and heart disease. Smoking is also a top issue. 

4. There are few providers in the community who deal in prevention, as providers don't get paid tc 
deal with prevention issues. 

5. The Clinic Directors biggest challenge is to attract health care providers who want to stay in the 
area and will work full time. Many medical providers do not want full time work. MMC salaries 
are competitive. 

6. There is a serious need for anesthesiology services in Modoc County. 

7. Storage space within the clinic is inadequate. 

8. A new medical data program computer system is needed. 

9. Clinic Director is in favor of a hospital district with a Board of Directors who would have sole 
responsibility and authority for the hospital's direction. 

Response to the above nine findings: 

I agree to all the findings. 

Recommendations: 

1. Continue to pursue employment of additional doctors for clinic, hospital and anesthesiology. 

2. Acquire additional storage space when fiscally possible. 

3. Acquire new updated computer equipment when fiscally possible. 

Response to Recommendations: 

1. Recruitment of physicians is ongoing. Human Resources and the Administrative Assistant to the 

CEO have a continuous recruitment effort in effect for recruitment that includes utilizing various 

agencies, Time Line, to assist in the recruitment effort. 

2. This has not been implemented, but will be implemented in the future when fiscally possible. Nc 

dates for projection are available due to the financial situation of the county and the hospital. 

3. This has not been implemented, but will be implemented in the future when fiscally possible. Nc 

dates for projection are available due to the financial situation of the county and the hospital 



Response to Grand Jury Final Report — 2010 

Finance Department 

Findings: 

1 CFO has been employed by MMC since 9/2007 and a CPA licensed in CA and NV. 

Response: Agreed 

2 The CFO works closely with the Modoc County Auditor to prioritize hospital accounts payable on a 

weekly basis. 

Response: Clarification. Either the CFO or the Controller has contact with the Auditor's office 

weekly to discuss priority invoices and any cash flow issues. 

3 MMC's debt to Modoc County was $12,073,772 as of May 31, 2010. Response: 

Agreed. This is a net amount of all hospital fund accounts. 

4 This debt must be repaid to Modoc County with interest. 

Response: Clarification. No formal agreement has been established. MMC is now allowed to 

operate out of a positive fund within the Treasury. There are provisions in the LAFCO documents 

for potential payback if a District passes. 

5 Medicare has overpaid MMC accounts since critical access designation was awarded. This 

amount must be refunded to Medicare with interest. This includes amounts prior to 6/30/09. 

Medicare has accepted a 5 year extended payment plan for the amount due prior to 6/30/09 of 

$741,770. Scheduled payments are $16,732 per month including interest at 10.875%. 

Response: Agreed. The payback terms are correct. One of the criteria for the extended payment 

plan is that the entity cannot obtain a loan at an institutional bank, which contributed to the 

higher interest rate. 

6 MMC has applied for the same payment terms for an estimated additional amount due Medicare 

through 6/30/10 of $455,026. 

Response: Agreed. The payback term is for 5 years at 11.25% which equates to a monthly 

amount of $10,156.54. In addition, another settlement was determined with an interim 

reimbursement rate review filed in April in the amount of $570,608. Another extended payment 

plan has been requested with no final determination as of yet. Monthly payments have been 

made as if the repayment plan was approved. 



7 MediCal has overpaid MMC which must be refunded with interest. I he amount owed is 

$124,269. An extended payment plan has been requested for this amount. 

Response: Clarification. The settlement was adjusted to $161,797 due to additional reports ran by 

MediCal that determined that MMC was paid additional monies for services performed during the 

cost report period ended June 30, 2009. MMC has negotiated an 11 month payback beginning in 

September 2010 at .551% interest. 

8 Overpayment from Medicare and MediCal was not a result of anything that MMC did or any of their 

billing procedures. 

Response: Agreed. The overpayment was due in large part to efficiencies in operations and 

raising charges assessed for services provided. In addition, the census had increased over this 

period, so the elevated reimbursements were happening exponentially. 

9 CA and federal laws require medical services be provided to all patients, regardless of their ability 

to pay. 

Response: Agreed. MMC complies with the Fair Pricing Policy and Charity Care Policy instituted by 

the State of California. Hospital policies can be accessed on the OSHPD website. 

10 Charity care is provided in the hospital budget. 

Response: Agreed. Best projections are included in the operating budget every year. 

11 Since last year's grand jury review, MMC has made progress in reimbursement to the County. 

From 6/30/09 to 4/30/10, MMC reported a net profit of $351,000. 

Response: Clarification. Unaudited losses at 6/30/10 reflect about a $600k loss. Since the initial 

inquiries by the Grand Jury, MMC has recorded the 2" interim payback for 6/30/10 and has also 

recorded escalated costs compared to prior years for audited financial statements. 

12 The number of CT scans average 83.75 per month generating revenues of approximately 

$125,625. 

Response: Clarification. The average number of scans for the year ended 6/30/10 ended up 

being 79 per month, with average monthly revenue of $80,127 per month. 

13 Additional services offered to MMC patients include outpatient surgeries and Saturday clinic 

services. New services under consideration are respiratory therapy, wound care program, 

cataract surgeries and a visiting cardiologist. 



Response: Clarification. Due to the cash crisis at the County level, MMC has temporarily 

suspended pursuing most of the new revenue streams noted until fall. The Saturday clinic was 

abolished due to a low census that created a cash deficit for that program. The surgeries have 

been temporarily suspended as MMC continues to recruit a surgeon. 

Recommendations: 

1 CFO and Controller to continue to work closely with Modoc County Auditor to prioritize payments 

on MMC's debts. This open communication should continue until Modoc County's crisis relating to 

the hospital debt is rectified. 

Response: MMC and the Modoc County Auditor's office discuss priority invoices and any cash flow 

issues weekly. 



Response to Grand Jury Final Report — 2010 

Medical Records Department 

Findings: 

1. The department head has been with MMC since 1990, the last five years as head of the Medical 

Records department. 

Response: Clarification. Medical Records department head has only been with Modoc Medical 

Center since 1995, and has been the Department Head since 2005. 

2. This department has three full time employees. 

Response: Clarification. The Medical Records Department has 2 fulltime employees. 

The third employee is an "extra", and may only work 1080 hours per year due to retirement 

status. We have recently added another "extra" position to assist when the main "extra" employee 

is not available. 

Findings 3-5: Agreed. 

RECOMMENDATIONS: 

1. Agree that more storage area is needed to accommodate the growing number of records. We 

anticipate implementing an electronic health record system in the next 1-: years. This will eliminate 

the need for extra storage space. In addition, the facility will be looking into limiting record 

retention to 7 years (legal requirement) rather than 10 years (California Hospital Association 

recommendation) in order to gain much needed space. 

2. We are currently looking into staffing ratios in outlying facilities with similar services an capacity. 

This will not be implemented until a later time when financial stability for the hospital has been 

secured. 

3. Financing for continuing education for the department is dependent on the County's financial 

status, as well as the vote for the Hospital District. This will not be implemented until a later 

time when financial stability for the hospital has been secured. 

 


