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July 13, 2011 (Agenda) 
 
Contra Costa Local Agency Formation Commission (LAFCO) 
651 Pine Street, Sixth Floor 
Martinez, CA  94553 

 
Mt. Diablo Health Care District  

 
Dear Commissioners: 
 
In May, the Commission received a report relating to the Mt. Diablo Health Care District (MDHCD). 
This report is available online at www.contracostalafco.org/agenda/2011/051111 or through the LAFCO 
office. The report provides history and background of the District; highlights determinations and 
governance options contained in the 2007 LAFCO Health Care Services Municipal Service Review 
(MSR); and summarizes ongoing concerns relating to the District’s finances and operations as raised by 
the Contra Costa Taxpayers Association (CCTA) and Contra Costa Civil Grand Jury.  

The District has submitted correspondence in response to some of these concerns, including excerpts 
from the Merger Agreement with John Muir Health; a list of recent accomplishments; excerpts from the 
Health and Safety Code; information relating to the Other Post Employment Benefits (OPEB) unfunded 
liability; information regarding the Heart Safe and CPR Anytime programs; a legislative report; a list of 
future goals; “thank you” letters and awards (Attachment 1).   

The CCTA and Grand Jury have called for LAFCO to dissolve MDHCD. In June 2011, the Grand Jury 
issued a fourth report No. 1109 entitled Mt. Diablo Health Care District – Dissolve Now! calling for the 
dissolution of the District (Attachment 2).  The LAFCO MSR also identified dissolution as an option.  
In May, the Commission discussed governance options including dissolution, and directed LAFCO staff 
to return to the Commission in July with information relating to the dissolution process, timeline and 
costs. The sample timeline (Attachment 3) is based on the November 2012 General Election schedule, 
as discussed below. 

DISCUSSION  

There are various components of district dissolution, including initiation; timing, election and public 
hearings; special study; effects of dissolution; cost and other issues as summarized below. 

Initiation - Proceedings for district dissolution may be initiated 1) by petition of registered voters or 
landowners; 2) by resolution of the governing body or an affected local agency or school district; or 3) 
by LAFCO.  No petition or resolution to dissolve the district has been submitted to LAFCO.   
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Timing/Election/Public Hearings - According to County Elections, in order to place a measure on the 
November 2012 General Election ballot, LAFCO would need to adopt a resolution making specific 
determinations by June 14, 2012.  Two public hearings would be required.  To allow sufficient time to 
allow for continuances, staff suggests that the first hearing would be in March 2012, and the second 
hearing (protest hearing) in April 2012.  Before the hearings are held, a special study would be needed 
to address the issues below.  The study would need to be initiated as soon as possible (i.e., within the 
next three months) to allow sufficient time for completion.  

Special Study – Pursuant to Government Code section 56375(a)(3), LAFCO can initiate a district 
dissolution if it is consistent with a recommendation or conclusion of a study prepared pursuant to 
Government Code sections 56378, 56425 or 56430.  The cost of a special study is currently unknown.  
In this situation, a consultant would be needed to prepare the special study.  The study would likely 
address the following issues: 

(1) Using the 2007 LAFCO MSR, describe the District, its boundaries, and those services currently 
being provided by the District.  Include a brief discussion of past reorganization efforts, and any 
other relevant information as contained in the MSR. 

(2) Summarize the current and future need for services being provided by the District, and the value 
of these services to the community. 

(3) Determine whether alternative methods of providing health care services to the community 
could be accomplished using the District's tax allocation, if the District were dissolved or 
reorganized with another agency.  Identify what the alternate health care services would be, and 
who would provide them. 

(4) Provide a fiscal analysis of existing and alternative means of providing services.  

(5) Evaluate whether a successor agency should be appointed to carry on health care services, or 
simply to wind up the affairs of the District. 

(6) Outline the steps that would have to be taken to wind up the affairs of the District. 

The special study would reveal whether there are facts to support the two determinations that LAFCO is 
required to make under Government Code section 56881(b).  The MSR could be used as a basis for the 
special study; however, the study would have to specifically review the two issues raised by Section 
56881(b) as follows: 

(1) Public service costs of a proposal that the commission is authorizing are likely to be less than or 
substantially similar to the costs of alternative means of providing the service. 

(2) A change or organization or reorganization that is authorized by the commission promotes 
public access and accountability for community services needs and financial resources.  

Effects of Dissolution – Pursuant to Government Code sections 57451 and 56886, LAFCO may set 
specific terms and conditions of the dissolution, including annexation or reorganization with another 
district, naming the successor agency to wind up the business of the dissolved district, etc. For 
dissolution without annexation or reorganization, a city or county will become the successor agency 
depending on which one contains the greatest assessed value of all taxable property within the territory 
of the dissolved district.  In the case of MDHCD, the City of Concord has the greatest assessed value. A 
successor agency collects the dissolved district’s assets and is empowered to wind up the business of the 
district, ensure all debts are paid, distribute assets, etc.  

One of the purposes of the special study would be to evaluate whether a successor agency should be 
appointed to carry on health care services, or whether the purpose of a successor agency would be 
limited to winding up the affairs of the District. 
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Costs – Costs associated with district dissolution include the special study and LAFCO-related costs 
(i.e., LAFCO staff time, recording fees, etc.).  Costs associated with preparing the special study and 
LAFCO staff time are currently unknown.  Recording costs including County recording fee of $50; it 
appears that there is no State Board of Equalization (BOE) fee associated with district dissolution.  And, 
according the State BOE, no map/legal description is required for district dissolution.   

Under current law, dissolution of a health care district is subject to an election (Government Code 
section 57103).  In the case of district dissolution, election costs are paid from the remaining assets of 
the dissolved district, regardless of whether the dissolution passes or fails.  

According to County Elections, a portion of the MDHCD Board will be up for election in the November 
2012 General Election.  County Elections reports that in the 2008 and 2010 General Elections, there 
were insufficient nominees, so those filing for office were appointed in-lieu of an election.  However, if, 
during the nominations period for the 2012 election, more candidates file than seats to be filled, the 
election of directors would be placed on the ballot.      

County Elections reports that as of June 24, 2001, there were 102,701 registered voters within the 
MDHCD boundaries.  The estimated cost of an election (Board members) is $1.25 per registered voter, 
for an estimated cost of $128,376.  According to County Elections, the added cost of placing a measure 
(i.e., question of dissolution) on the November 2012 General Election ballot would be an additional 
$0.25 per voter above the cost of election of the directors.  Should no election of directors be required, 
and only a ballot measure, the cost would be $1.50 per voter – the base cost of $1.25 plus $0.25 per 
voter for costs associated with a voter information booklet (measure). 

Election May Not Be Required - Dissolution of a district may not require an election. In February 2011, 
Assembly Member Gordon introduced legislation (AB 912) which establishes an expedited process for 
district dissolution without an election, provided the proposed dissolution is consistent with a prior 
LAFCO action.  The bill has moved through Assembly and Senate committees with no opposition.  The 
bill was placed on the Senate Consent Calendar, and on July 1, was enrolled. Should the Commission 
wish to initiate proceedings to dissolve MDHCD, it might be prudent to wait until the Governor acts on 
AB 912.  The deadline for the Governor to sign or veto bills is October 9, 2011.   

RECOMMENDATIONS 
 
Discuss and provide direction as appropriate. 
   
Sincerely, 
 
 
LOU ANN TEXEIRA 
EXECUTIVE OFFICER 
 
Attachment 1 - Correspondence from Mt. Diablo Health Care District 
Attachment 2 – Grand Jury Report No. 1109 - Mt. Diablo Health Care District – Dissolve Now! 
Attachment 3 - Sample District Dissolution Timeline 
 
c: Distribution 
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Contact: Linda Chew 
Foreperson 

(925) 957-5638 
 
 

Contra Costa County Grand Jury Report 1109 
 

MT. DIABLO HEALTH CARE DISTRICT—DISSOLVE NOW! 
 

 
TO: Mt. Diablo Health Care District Board 
  
 
SUMMARY 
 
The Mt. Diablo Health Care District (District) has outlived its purpose.  After assets were 
transferred to John Muir Medical Center in 1996, its mission was to advocate for and fund health 
care programs and to ensure that the former Mt. Diablo Medical Center continued to function as 
a regional medical center serving Martinez, Concord, and portions of Lafayette and Pleasant Hill.  
Today these communities are being served by John Muir Health (formerly known as John Muir 
Medical Center), a not-for-profit privately supported health care provider with medical centers in 
Walnut Creek and Concord, the site of the former Mt. Diablo Medical Center.  John Muir Health 
has invested more than $180 million in the John Muir/Mt. Diablo Concord campus.  
 
From 2000 through 2009, the District received $2,450,604 in property taxes and contributions 
from John Muir Health.  It granted $243,823 toward community outreach programs.  It spent 
approximately $600,000 to pursue an unsuccessful lawsuit against John Muir Health.  
Additionally, the District spent $360,000 for lifetime health insurance covering two people and 
their dependents while amassing a 2009 audited fund balance of over $800,000.  
 
This is a District whose original mission has been completed, and one that only sporadically 
provides services to the community.  Under California statute, only the voters in the District can 
dissolve it.  The Grand Jury concludes the District needs to initiate the dissolution process since 
its mission as a health care district is not being fulfilled. 
 
 
BACKGROUND 
 
The 63-year-old property tax-supported District ran a hospital until 1996 when the hospital and 
related property were transferred to John Muir Medical Center, now known as John Muir Health. 
For the past 14 years the District, governed by a five-member publicly elected Board, has sought 
health related projects to support, but has spent most of its funds instead on legal and other 
administrative expenses.   
 
The District Board turnover in 2010 was high because three members resigned.  Three of the five 
current Board members are new and have only served since December 2010.  As a result, the 
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experience level of the Board has decreased and institutional knowledge now resides with one 
Board member who has served more than 20 years.  
 
One present and one former Board member and their spouses may be entitled to lifetime health 
insurance from the District.  More than $36,000 of District funds is expended annually to provide 
this coverage.  No evidence was found that Medicare or competitive bidding was sought for the 
coverage.  From 2000 through 2009, the District paid out more than $360,000 for health care 
coverage for these Board members. 
 
The District continues to receive the property tax revenue plus an annual $25,000 grant from 
John Muir Health to provide health related community outreach.  The following table shows data 
from the ten most recent financial statements: 
 

Year Property Tax 
Income 

John Muir 
Grant 

Income 

Community 
Outreach 

Expenditure 
2000 $149,154 $25,000 $403
2001 $157,037 $25,000 $500
2002 $181,724 $25,000 $0
2003 $194,215 $25,000 $87
2004 $203,594 $25,000 $0
2005 $223,369 $25,000 $0
2006 $255,649 $25,000 $0
2007 $290,638 $25,000 $0
2008 $276,694 $25,000 $211,000
2009 $267,630 $25,000 $31,833
Total $2,200,604  $250,000  $243,823

   
 
At least two of the District’s former Board members have recommended dissolving the District. 
However, nothing has happened toward that end.  On three separate occasions the Grand Jury 
has reported on the District. In 2001 the Grand Jury (Report 0101) concluded the District was no 
longer fulfilling a useful mission and recommended that it be dissolved.  Again in 2003, the 
Grand Jury recommended dissolution (Report 0309).  Finally in 2008 (Report 0806), the Grand 
Jury recommended that within six months of their report the District submit a dissolution plan to 
the Local Area Formation Commission (LAFCO).  All three reports can be found on the Grand 
Jury’s website.  
 
 
FINDINGS 
 
1. The District has made a few small grants totaling $243,823, amounting to less than 10 

percent of the total revenues collected from property taxes and contributions, while 
accumulating a fund balance in excess of $800,000 which is available for health related 
programs. 
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2. Over 10 percent of the District’s annual income is expended for health care insurance for one 
current Board member and one former Board member and their spouses.  This payment may 
be a lifetime District obligation to these individuals. 

 
3. The District has outlived its useful purpose and is no longer needed. 
 
 
RECOMMENDATIONS 
 
1. The Board should promptly develop a plan to allocate funds to health programs for District 

residents.  
 
2. The Board should promptly review the current health insurance coverage for qualified 

current or former Board members to assure compliance with District policy.  Health 
insurance premiums should be approved by the Board.  
a. If the recipients are eligible for Medicare, the Board should require enrollment in 

Medicare making it the primary provider.  If District policy provides for supplemental 
coverage, the Board should undertake a competitive bid process for such coverage.  

b. If recipients are not Medicare eligible, the Board should initiate competitive bidding for 
the primary insurance.  

 
3. Mt. Diablo Health Care District should initiate dissolution proceedings promptly. 
 
 
REQUIRED RESPONSES 
 
Findings & Recommendations 
 
Mt. Diablo Health Care District Board         1 - 3 
 



SAMPLE TIMELINE – DISTRICT DISSOLUTION 
 
 

 
 July 2011 - Commission directs staff to obtain a consult to prepare a special study  
 
 
 August - Sept 2011 - Commission approves a consultant contract to prepare the 

special study 
 
 
 September 2011 - December 2011 - Consultant prepares special study 

 
 
 January 11, 2012- the Commission receives the special study and adopts a 

resolution initiating dissolution based on findings contained in the report, and sets 
March 14 as the public hearing date to consider dissolution.  LAFCO is required 
to notify various state agencies of a proposed dissolution of a health care district, 
and those state agencies have 60 days from the date of receipt of notice to 
comment on the proposal (Gov. Code §56131.5) 

 
 
 March 14, 2012 - LAFCO holds a hearing to consider the proposed dissolution 

 
 
 April 2012 - Following the 30 day reconsideration period, LAFCO conducts a 

protest hearing.  The LAFCO Executive Officer is authorized to conduct the 
protest hearing on behalf of the Commission.  However, given the magnitude of 
such a proposal, and that it is LAFCO initiated, it is desirable that the 
Commission conduct the protest hearing.  A special meeting will be needed for 
the protest hearing.  Also, for any proposal initiated by LAFCO, the Commission 
shall hold the protest hearing in the affected territory. (Gov. Code §57008)  

 
 
 May 9, 2012 - following the protest hearing, provided there is no majority protest, 

the Commission is asked to adopt a resolution ordering the dissolution. 
 
 
 June 14, 2012 – LAFCO submits to the County a resolution making 

determinations that will require an election be conducted 
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