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Dear Members of the Commission:

BACKGROUND

The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 (CKH Act) requires
that every five years, the Commission shall, as necessary, review and update each sphere of
influence (SOI); and that in conjunction with the SOI update, the commission shall conduct a
municipal service review (MSR).

MSRs provide an assessment of the range and adequacy of municipal services provided in the
County, and serve as an important tool for LAFCO in fulfilling its legislative mandate to coordinate
the efficient and logical development of local government agencies and services. The MSR serves
as a basis for SOI updates and future boundary changes.

Contra Costa LAFCO continues to work on its 2" round MSRs, having completed reviews of water
and wastewater services (2014), reclamation services (2015), and EMS/fire services (2016).

SUMMARY

In June 2017, LAFCO initiated its 2" round healthcare services MSR covering three healthcare
districts (HCDs) - Concord/Pleasant Hill HCD, Los Medanos Community HCD and West Contra
Costa HCD, along with an overview of Contra Costa County health services for context.

The 2" round MSR focuses on the following: 1) updating information presented in the 2007
healthcare services MSR, 2) assessing the ability of healthcare service providers to maintain
relevance and meet the changing healthcare landscape, and 3) identifying opportunities for
coordination and collaboration among healthcare service providers in Contra Costa County. The
report also includes an overview of healthcare issues at the State level and in Contra Costa
County.
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The MSR Process - Following a formal Request for Proposal and selection process, Berkson
Associates was hired to prepare the MSR report.

The MSR process entailed developing a Request for Information (RFI) specific to each agency in
order to obtain updated fiscal, administrative, service and related information. In conjunction
with the RFI, the consultant and LAFCO staff met with representatives of each local agency and
had follow-up communications.

The consultant prepared an administrative draft report which was shared with local agency staff
to verify information, and to enable an inclusive and cooperative process.

The Public Review Draft MSR was released on December 7, 2017. The report was posted on the
LAFCO website (http://contracostalafco.org/agencies/municipal-service-reviews/), and local
agencies and interested parties were notified of the availability of the report and public comment
period, which will end on December 29" 2017.

The December 13™ hearing is the first of two public hearings on the healthcare services MSR. At
this hearing, the MSR consultant will present a summary of the MSR report and major findings.
Following the presentation, the consultant and LAFCO staff will review comments from the public
and the Commission. No final action on the Draft MSR report will be taken on December 13",

The Commission will be asked to set a public hearing for January 10", at which time the
Commission will be asked to accept the Final MSR report, adopt the required MSR and SOI
determinations, and update the SOIs for the three districts covered in the MSR report.

RECOMMENDATIONS

1. Receive the staff report and consultant’s presentation,

2. Open the public hearing and receive comments,

3. Close the public hearing and provide comments and direction to the MSR consultant and
LAFCO staff, and

4. Direct LAFCO staff to set a public hearing for January 10", at which time the Commission
will be asked to accept the Final MSR, make the required determinations, and update SOls.

Sincerely,

LOU ANN TEXEIRA
EXECUTIVE OFFICER

Exhibit; See http://contracostalafco.org/agencies/municipal-service-reviews/

c: Distribution
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1. INTRODUCTION

State law requires that LAFCOs periodically prepare Municipal Service Reviews (MSRs) as a basis
for decisions about district boundaries, as described in more detail in the “Municipal Service
Reviews” section of this chapter. The law also requires that certain changes in government

organization, e.g., a district dissolution, require findings based on an MSR or a special study.

In 2017, and for the foreseeable future, continued access to healthcare is not only a national
debate but also a significant local concern. Numerous trends will influence healthcare in the

future, and by extension, the provision of services by healthcare districts, for example:

e The Bay Area population, similar to national trends, is aging as more baby boomers
reach 65.

e Statewide, the demand for primary care is expected to grow 12 to 17 percent by 2030 as
California’s population ages.!

e Physician supply will decline through 2030 because many doctors are at or near
retirement age. In California, one-third of physicians and nurses is 55 or older.?

e Asaresult of the Affordable Care Act, the uninsured rate among the nonelderly
dropped from 18% in 2010 to 10% in 2016;> however, in today’s political environment
the cost, coverage and availability of health insurance is highly uncertain, as well as
funding for services (e.g., Medicaid).

e The impact of telemedicine and other technological advances on the management,
delivery and accessibility, and cost for certain healthcare services.

These factors will be important to monitor to assure that healthcare districts, including those
that no longer own hospitals, maintain their relevancy in a constantly changing healthcare

environment.

! california's Primary Care Workforce: Forecasted Supply, Demand, and Pipeline of Trainees 2016-2030,
Healthforce Center at UCSF, August 15, 2017.

2 Ibid, California's Primary Care Workforce, 2017.

> U.S. health system is performing better, though still lagging behind other countries, By Kamal and Cox,

Kaiser Family Foundation, May 19, 2017.
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APPROACH AND METHODOLOGY

This MSR reviews documents and information including the 2007 Contra Costa Healthcare MSR,
districts' financial audits and budgets, district and other agency projections, Grand Jury reports,
and other documents relevant to the districts and to healthcare services and needs in Contra
Costa County. LAFCO and its consultant interviewed key stakeholders including representatives
of Contra Costa County, the districts, and other professionals involved in the management of
district affairs and healthcare services. The affected local agencies were provided a preview
copy of their draft chapter and submitted comments and corrections. LAFCO staff reviewed the
administrative draft document, and public input will be received on the public review draft

report.

Chapter 2 summarizes MSR findings and determinations required by the Municipal Service
Review (MSR) process.* Subsequent chapters further describe and document the basis for the

findings. Appendices include additional information referenced in this report.

MUNICIPAL SERVICE REVIEWS

The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 (“CKH Act” - Gov.
Code § 56000, et seq.) requires that every five years, as necessary, LAFCO review and update the
Sphere of Influence (SOI) of each local agency. An SOl is a planning boundary that may coincide
with or extend beyond an agency’s legal boundary (such as the city limit line or district

boundary) that designates the agency’s probable future boundary and service area.

In 2000, the Legislature expanded the authority of LAFCOs to conduct Municipal Service
Reviews. As part of the SOl update, LAFCO must prepare a corresponding MSR. An MSR is a
comprehensive study designed to better inform LAFCO, local agencies, and the community
about the provision of municipal services. Service reviews capture and analyze information
about the governance structures and efficiencies of service providers, and identify opportunities
for greater coordination and cooperation among providers. The service review is a prerequisite
to an SOl determination and may also lead LAFCO to take other actions under its authority, such

. . . . 5
as a reorganization or dissolution.

* See Gov. Code Sec. 56430.

> “What is LAFCo?” CALAFCO website, http://www.calafco.org/about.htm.
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MSR Determinations

Gov’t Code Section 56430 requires LAFCO to prepare a written statement of its determinations

with respect to each of the following:

e Growth and population projections for the affected area.

e The location and characteristics of any disadvantaged unincorporated communities
within or contiguous to the sphere of influence.

e Present and planned capacity of public facilities, adequacy of public services, and
infrastructure needs or deficiencies including needs or deficiencies related to sewers,
municipal and industrial water, and structural fire protection in any disadvantaged,
unincorporated communities within or contiguous to the sphere of influence.

e Financial ability of agencies to provide services.
e Status of, and opportunities for, shared facilities.

e Accountability for community service needs, including governmental structure and
operational efficiencies.

e Any other matter related to effective or efficient service delivery, as required by
commission policy.

The MSR determinations apply most directly to cities and special districts that provide utility
infrastructure and public services such as police and fire protection. The determinations are less
applicable to healthcare districts for a number of reasons: a) many healthcare districts do not
own or operate facilities, or provide direct services; these agencies may distribute grants to
other healthcare providers; and b) districts that do operate and/or own healthcare facilities and
provide health services do not fit many of the criteria and measures typically applied to utility

infrastructure directly linked to existing and newly developing land uses.

The tables in Appendix A translate the required MSR determinations into criteria more
applicable to healthcare districts. This MSR follows the interpretations as they relate to Contra

Costa healthcare districts.

MSR determinations play a critical role in LAFCO’s evaluation of local agency boundary change
decisions, which must be consistent with the spheres of influence of affected agencies. MSR
determinations are also a useful tool in evaluating district reorganization or dissolution. Finally
the MSR’s consideration of governance options can highlight opportunities to improve or
streamline services. In most cases, boundary changes, district reorganization, dissolution or
extension of services will be initiated by application to LAFCO, either by a resolution adopted by
the governing body of an affected local agency or a petition signed by a specified number of
affected landowners or voters. On November 17, 2017, LAFCO noticed receipt of an application

from Contra Costa County of an application proposing dissolution of the LMCHD.
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LITTLE HOOVER COMMISSION

As described on its website, the Little Hoover Commission is an independent state oversight
agency that was created in 1962. The Commission's mission is to "investigate state government
operations and — through reports, recommendations and legislative proposals — promote

.. . . 6
efficiency, economy and improved service."

The Little Hoover Commission’s August 2017 report on “Special Districts: Improving Oversight &
Transparency” recommended several measures to strengthen oversight of California’s
independent special districts. The report recommended that the state should “eliminate
unnecessary hurdles for district dissolutions and consolidations to improve service delivery,
expand transparency by requiring every district to have a website with basic information and

. . . . 7
standardize current reporting requirements on revenues, expenditures and reserves.”

The Commission also focused specifically on healthcare districts, including those that no longer
operate hospitals. The Commission found that the statutory language that governs healthcare
districts should be updated to reflect “the shift from hospital-based healthcare to modern

n8

preventative care models.”” The report recommended updating of the outdated principle act

that governs these districts.

The report explored concerns about the relevance of healthcare districts, and documented
successful examples where healthcare districts successfully shifted their focus from direct
healthcare services and hospital operations to preventive care health services. The report cited
research from the Centers for Disease Control showing that "70 percent of chronic illnesses are
preventable, and healthcare cost savings associated with keeping people healthy and out of
hospitals are substantial."® The report emphasized the importance of coordination between

counties and healthcare districts to avoid redundancies and to increase collaboration.

The report recognized the successful reorganization of the Mt. Diablo Healthcare District into a
subsidiary district of the City of Concord, following four grand jury reports over a decade that

criticized district operations. It also noted that the grand jury has issued three reports over the

6 http://www.ca.gov/Agencies/Little-Hoover-Commission

7 Special Districts: Improving Oversight & Transparency, The Little Hoover Commission, Report #239,
August 2017.

8 ibid, Little Hoover Commission, pg. 10, Recommendation 12.

? Ibid, Little Hoover Commission, pg. 46, "Beach Cities: Is This a Future of Healthcare Districts?".
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past decade criticizing the administration of the Los Medanos Community Healthcare District,

which continues to exist and dispense grants in the community.™°

The hearings conducted by the Little Hoover Commission led to the enactment of Health and
Safety Code, section 32139." This statute requires that several administrative practices be
adopted by healthcare districts such as the “transparency” and related website content
discussed in this report. This statute, which was chaptered in September and becomes effective
in 2018, also requires healthcare districts to adopt annual policies for providing assistance or

grant funding including:

(1) A nexus between the allocation of assistance and grant funding with health care and

the mission of the district.

(2) A process for the district to ensure allocated grant funding is spent consistently with

the grant application and the mission and purpose of the district.

HEALTHCARE DISTRICTS IN CONTRA COSTA COUNTY

In California, there are 79 healthcare districts operating in 37 counties; of these 79 districts, 37
districts operate 39 hospitals, and 5 lease their hospitals to other entities.> Many of the other
districts own healthcare facilities and/or provide direct health services to consumers, as well as
distribute grants and funding to other agencies, and may own medical office buildings. All of the
healthcare districts in Contra Costa County were formed in the 1940s and previously owned and

operated hospitals.

Currently three healthcare districts exist in Contra Costa County. None of the districts operate a
hospital, although the Los Medanos Community Healthcare District (LMCHD) owns and leases its
former hospital building to the County of Contra, which operates the Pittsburg Health Center at
that site. One of the other districts, the Concord/Pleasant Hill Health Care District (CPHHCD), is a
subsidiary district to the City of Concord and its boundaries include the cities of Concord and
Pleasant Hill and some unincorporated areas. The third district, the West Contra Costa

Healthcare District (WCCHD), currently is proceeding through bankruptcy. State legislation is

10 Ibid, Little Hoover Commission, pg. 44, “Dissolution Has Proved Itself a Persistent Question.”
" AB 1728, approved by the Governor and Filed with the Secretary of State on September 23, 2017.

12 Number of districts from the August 2017 Little Hoover Commission, Report #239; number of leases
from correspondence from Amber King, Senior Legislative Advocate, Association of California Healthcare
Districts (ACHD), 2/27/17.
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currently pending that would allow that district’s governing body to be appointed by the Board

of Supervisors, rather than elected.

CONCORD/PLEASANT HILL HEALTH CARE DISTRICT

The Mt. Diablo Healthcare District (MDHCD), reorganized in 2012 as a subsidiary district to the
City of Concord, was renamed the Concord/Pleasant Hill Health Care District (CPHHCD)."?

The MDHCD transferred its hospital to John Muir Health in 1996, but continued to use its
property tax, which averaged about $200,000 per year, for grants to local organizations and for
a variety of educational and other health-related programs. The MDHCD also occupied seats on
the John Muir Community Health Foundation board that distributes $1 million per year for
health services grants. Over the years, the MDHCD had been the subject of several grand jury
reports calling for it to be disbanded, and eventually MDHCD was reorganized as the smaller
subsidiary district by LAFCO. Staff, board, election and other administrative costs were largely
eliminated, but many of the healthcare functions continued, including ongoing membership on
the Health Foundation board, and distribution of grants using the District's property tax
revenues. The Concord City Council serves as the governing body of the subsidiary district that

extends beyond City boundaries.

LOS MEDANOS COMMUNITY HEALTHCARE DISTRICT

The Los Medanos Community Healthcare District (LMCHD) serves the Pittsburg and Bay Point
areas in eastern Contra Costa County, an area with a population of approximately 82,000."
LMCHD operated the Los Medanos Community Hospital up until 1994, when the hospital closed
due to financial difficulties and the District was forced to declare bankruptcy. The District has
recovered from that condition and retired most of its remaining bankruptcy debt in 2007, five
years ahead of schedule, with the exception of State financial obligations continuing through
2026.

The LMCHD organizes and sponsors programs and events that provide wellness and prevention
services as well as raise the community’s awareness about health issues.” The LMCHD leases its

former hospital facilities to Contra Costa County for use as the Pittsburg Health Center, the

B City of Concord Resolution No. 13-007, September 2013.
% Contra Costa LAFCO Directory of Local Agencies, August 2015.

> As further described on Table 9.
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largest clinic in the County health system, with over 100,000 patient visits per year. Services
range from primary adult and pediatric care to specialty services such as audiology, orthopedics,
podiatry, and dental care services.’® The District and the County currently are negotiating an
extension to the lease. The current status of negotiations is unknown; it is possible that a
market-value based lease would increase the current $100,000 annual rent, resulting in a shift

of County revenues to the District to fund the rent increase.

WEST CONTRA COSTA HEALTHCARE DISTRICT

The West Contra Costa Healthcare District (WCCHD) serves West County, including the cities of
Richmond, El Cerrito, Hercules, Pinole, and San Pablo, along with unincorporated areas in west
Contra Costa County. The District was formed in 1948 for the purpose of building and operating
a hospital. The District operated a hospital for many years, but by the mid-1990s, increasing
costs, declining reimbursements, and growing service demands from low-income populations,
the insured and underinsured forced the District into bankruptcy. The District emerged from
bankruptcy in 2006, but it never managed to regain financial solvency and fell further into debt.
In an effort to keep open the District’s full-service acute care hospital, Doctor’s Medical Center,
Contra Costa County provided $35 million in emergency funding to the District between 2006
and 2015, and voters approved two special tax measures. The tax measures weren’t enough to

keep the hospital open, and Doctors Medical Center closed permanently on April 21, 2105.

The District is currently in Chapter 9 bankruptcy and hopes to have a Plan of Adjustment of the
District’s debt confirmed by the court in late 2017, with an effective date early in 2018. Under
the Plan, the primary obligation of the District for the next seven years will be to repay debt.
After this period, all of the District’s ad valorem property tax, conservatively about $3.6 million
per year, should be available for health care. The District’s bonded indebtedness, secured by a
parcel tax, is not expected to be fully repaid until 2042. On August 1, 2017, the County Board of
Supervisors decided to seek legislation that would allow the District to continue to exist under a
governing body appointed by the Board of Supervisors. This will save election costs and may
allow for administrative efficiencies and opportunities for a strategic partnership between the

District and the County.

'® public Healthcare Services Municipal Service Review, prepared by Dudek and The Abaris Group for
Contra Costa LAFCO, approved August 8, 2007
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2. SUMMARY OF FINDINGS & DETERMINATIONS

This chapter applies MSR determinations to the Contra Costa healthcare districts based on

information evaluated in subsequent chapters for each district.

(1) GROWTH AND POPULATION PROJECTIONS FOR THE AFFECTED AREA.

As population increases, healthcare needs are likely to grow along with pressure for increased
access to healthcare and preventative programs. Healthcare districts can provide needed
funding to help address these issues, including helping to reduce demands on emergency room

care and costly treatment of chronic conditions.”’

The Association of Bay Area Governments (ABAG) forecasts overall Countywide growth of nearly
one percent annually from 2015 to 2020. Over the longer-term horizon, ABAG estimates a total

increase in County population of 23 percent from 2015 through 2040.

Population growth within healthcare districts generally exceeds County averages. CPHHCD could
see a 38 percent population increase by 2040 due to the City of Concord’s potential
development. LMCHD could experience a similar increase of about 36 percent. WCCHD’s

increase of 28 percent also is greater than Countywide averages.

Demographic changes will also influence future health care needs. An aging population will
create increasing demand for geriatric care. Political and economic uncertainties could
compound current healthcare needs in low-income areas evident within all three healthcare

districts.

(2) THE LOCATION AND CHARACTERISTICS OF ANY DISADVANTAGED
UNINCORPORATED COMMUNITIES WITHIN OR CONTIGUOUS TO THE SPHERE
OF INFLUENCE.

Disadvantaged communities, areas with incomes less than 80 percent of State medians, exist
within all three Contra Costa healthcare districts and generally correlate with medically-
underserved State designations. Analysis of health care needs highlights health care inequities in
these communities, for example, as described in the 2015 Contra Costa Health Services

“Richmond Health Equity Report Card” for areas within the WCCHD. Health needs assessments

7 The Little Hoover Commission Report (2017) cited research from the Centers for Disease Control

showing that "70 percent of chronic ilinesses are preventable, and healthcare cost savings associated

with keeping people healthy and out of hospitals are substantial.""’
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prepared by non-profit hospitals prioritize “Economic Security” as a primary health issue, in

addition to “Obesity, Diabetes, Healthy Eating, and Active Living.”*®

(3) PRESENT AND PLANNED CAPACITY OF PUBLIC FACILITIES, ADEQUACY OF
PUBLIC SERVICES, AND INFRASTRUCTURE NEEDS OR DEFICIENCIES...

The two currently active healthcare districts, LMCHD and CPHHCD, provide grants to community
entities for healthcare purposes. In both cases, this funding represents a benefit to the
community; however, the relative portion of funding that is expended for overhead and
administration by the LMCHD, at 36 to 42 percent of General Fund revenues in FY2015-16
(depending on whether grant administration and program development is included in the
overhead component), indicates a less efficient use of available funds as compared to CPHHCD's
20 percent overhead rate. The LMCHD FY2017-18 budget shows 51 percent of General Fund
revenues allocated towards overhead. This overhead ratio, which is slightly less if building lease
revenues are included, could be lower in future years depending on changes to future lease

revenues received for its former hospital building.

Both LMCHD and CPHHCD have adopted goals for improving health in their communities, and
require grant recipients to document how grant-funded programs will address health needs and
the number of residents served. The LMCHD reporting of persons served does not appear to
clearly distinguish total persons served by a program, vs. the portion or share reasonably

attributable to LMCHD grant funding.

Both districts prioritize funding of programs addressing issues of access to health services which
would benefit underserved communities, generally consistent with MSR findings related to

disadvantaged communities.

(4) FINANCIAL ABILITY OF AGENCIES TO PROVIDE SERVICES.

WCCHD currently is in a Chapter 9 bankruptcy and hopes to have a Plan of Adjustment of the
District’s debt confirmed by the court in late 2017, with an effective date in early 2018. The
District’s services over the next seven years will be focused almost entirely on overseeing the
repayment of the bankruptcy obligations and planning for the future. Once its debts are largely
paid off, its tax revenues will provide roughly $3.6 million annually for healthcare purposes. On

August 1, 2017, the County Board of Supervisors decided to seek legislation that would allow the

% See Chapter 3 of this report, "Health Needs Assessments in Contra Costa County", and Appendix C

which summarizes the findings of the assessments.
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District to continue to exist under a governing body appointed by the Board of Supervisors,
which will save election costs and should facilitate administrative efficiencies. Governance and

financial effectiveness will depend on actions to be taken in the future after debts are repaid.

Both CPHHCD and LMCHD rely largely on relatively stable and growing property tax revenues to
fund grants. In addition, CPHHCD has a significant role in distributing grant funding for health
care purposes through a Community Benefit Agreement, which the John Muir Health System

funds at $S1 million per year.

The LMCHD continues to repay bankruptcy debts and will face a two-year increase in payments
to the State to $500,000 per year compared to current payments of $100,000, according to its
schedule of payments; from 2020 through 2026 the payments will be equal to annual rental
income, if any. Unless LMCHD negotiates increased lease payments from the County to cover
the increased State payments, the additional $800,000 State repayment over the next two years
will either reduce LMCHD funds available for healthcare, and/or reduce its reserves. Increased
lease payments would shift County funds to the District to help cover the increased District

payments, and will help fund the District's grants and programs.

After State obligations are paid off by LMHCD in 2026, the County lease pass-through payments
to the State, currently $100,000 annually, will be available for healthcare purposes in addition to

additional rent, if any, from the County at that point in time.

(5) STATUS OF, AND OPPORTUNITIES FOR, SHARED FACILITIES.

In the context of healthcare districts, this report interprets this determination to apply to

collaboration and sharing of information to improve efficient and effective services.

Both CPHHCD and LMCHD collaborate to some extent with existing health providers, particularly
those receiving grants and support from each district. Broader collaboration with the County,
non-profit hospitals, and other healthcare districts is less evident for both districts, although the
CPHHD does invite County health professionals to address its Grant Committee. Neither
CPHHCD nor LMCHD utilize health needs assessments or State data to target health needs,
although CPHHCD does provide copies of assessments to its Grant Committee members. The
use of County data by LMCHD appears limited to older County data from 2010. The districts rely
on grant applicants to document community health needs, and to explain the nexus between

grants and those needs.

LMCHD participates in events of the Statewide Association of California Healthcare Districts
(ACHD); CPHHCD does not participate in ACHD, although the District's comprehensive approach
to reviewing grants applications, which is based on its CDBG process, could be shared with and

benefit other healthcare districts, for example, through participation in the ACHD.
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(6) ACCOUNTABILITY FOR COMMUNITY SERVICE NEEDS, INCLUDING
GOVERNMENTAL STRUCTURE AND OPERATIONAL EFFICIENCIES.

Accountability

Strategic planning by CPHHCD and LMCHD is minimal. CPHHCD's one-page strategic plan
describes goals and objectives, and the District relies on grant recipients to document health
care needs to be addressed. LMCHD has an extensive Strategic Plan, however, it has not been

comprehensively updated since it was adopted in 2011.

CPHHCD is a subsidiary district of the City of Concord. This structure provides that the City
Council act as the District's board; policies and financial practices of the City apply to the
subsidiary district, and the District benefits from the use of City resources, inclusion in existing
financial reports and systems, use of existing City staff, representation/policy oversight by City
councilmembers, and utilization of existing grant practices. This structure minimizes the

District's overhead as a percent of resources.

Although the CPHHCD is a subsidiary district to the City of Concord, which means that the
Concord City Council serves as its governing body, the District serves other communities and is a
legal entity separate from the City. Because many of the District's operations were subsumed
within the City's structure, the District appears more as a City department rather than a special
district. Distinctions between the City and the District should be more explicit through the
separate presentation of information about the District, including information presented on the

City's website, and financial information posted separately for the District on the website.

LMHCD generally follows best practices for transparency with the significant exception of its
website, which the District indicates it is updating. The website continues to contain outdated
and difficult-to-find information, including agenda, minutes, and policies. The District indicated

that it is considering alternative website providers, which may result in an improved website.
Operational Efficiency

As noted in Finding 3 above regarding adequacy of services, the LMCHD's overhead and
administrative expenses are 36 to 42 percent of General Fund revenues (depending on whether
grant administration and program development is included in the overhead component),

indicating a less efficient use of available funds as compared to CPHHCD's 20 percent overhead.
Governance Structure

On November 7, 2017, the Contra Costa County Board of Supervisors adopted a resolution of
application requesting LAFCO to initiate proceedings for the dissolution of LMCHD and appoint

the County as successor for purposes of winding up the affairs of the District. This would include
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the transfer of the District’s assets to the County, including the former hospital building
currently leased by the County for use as a clinic.® Dissolution offers the opportunity to
substantially eliminate potential election costs as well as other LMCHD administrative costs and
apply more revenues to healthcare purposes, although those purposes have not yet been
determined. The County would not be subject to potential rent increases for the clinic. Chapter
5 of this report describes this dissolution option and other potential governance options

including the status quo.

Pending State legislation would allow the WCCHD to continue to exist under a governing body
appointed by the Board of Supervisors, which will save election costs and may allow for

coordination between the two agencies, as well as administrative efficiencies.

The CPHHCD was reorganized in 2012 from the Mt. Diablo Healthcare District into a more
efficient subsidiary district. The only potential governance option identified, other than the
Status Quo, is dissolution. The current MSR finds no justification for dissolution at this time, and

therefore it is not evaluated further.

1% Action by the Contra Costa Board of Supervisors, 11/7/17.
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3. HEALTH CARE IN CONTRA COSTA COUNTY

In 2017, Contra Costa County ranked ot among 52 California counties for factors important for good
health.?® The ranking process, illustrated in Figure 1, helps counties understand what influences
residents’ health and how long they will live. The factors are Countywide; significant differences are

likely to exist within subareas of the County.

The factors include a variety of measures that affect the future health of communities, such as high
school graduation rates, access to healthy foods, rates of smoking, obesity, and teen births. The rankings

help identify issues and opportunities for local health improvement.

Figure 1 Overview of Health Ranking Factors
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20 University of Wisconsin Population Health Institute, County Health Rankings 2017.
www.countyhealthrankings.org/california
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HEALTH NEEDS IN CONTRA COSTA COUNTY

Health needs assessment is “a systematic method of identifying unmet health and healthcare needs of a

n21

population and making changes to meet these unmet needs.””~ Determining priorities must balance

what should be done, what can be done, and what can be afforded.

POPULATION GROWTH

Table 1 shows growth projections for cities within Contra Costa healthcare districts, and for the County
as a whole. ABAG projects the County to grow at a compounded rate just under 1 percent annually from

2015 through 2020. Forecasts from 2015 through 2040 show a 23 percent total increase.

The population is expected to increase in average age as baby boomers turn 65. For example, the
Census reports that the percentage of residents 65 and over grew in Contra Costa County from 12.4% to
14.6% of the population.” This trend is expected to continue through 2029, contributing to increased

healthcare needs.

DISADVANTAGED COMMUNITIES

As shown in Figure 2, Disadvantaged Communities exist in the three Contra Costa healthcare districts. A

“Disadvantaged Community” is “a territory that constitutes all or a portion of a ‘disadvantaged

»23

community’ including 12 or more registered voters”*> with an annual median household income that is

less than 80% of the statewide annual median household income."**

2 Development and Importance of Health Needs Assessment, BMJ, 1998 April 25.
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC1113037/

2 “Baby boomers are growing the nation’s older population, Census estimates show”, Tatiana Sanchez, Bay Area
News Group, June 21, 2017.

> Senate Bill 244: Land Use, General Plans, and Disadvantaged Communities, Technical Advisory, State of

California Office of Planning and Research (OPR).

** Cal. Water Code § 79505.5. Qualifying MHI is 80% or less of Statewide MHI. in 2016 California MHI was $63,636
and qualifying MHI is $50,909.
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Table 1 Population Growth in Healthcare District Cities and Countywide

December 2, 2017

5-Year Total %

Area 2015 2020 Change Annual % 2040 2015-40
CPHHD
Concord 125,300 128,500 3,200 181,500
Pleasant Hill 33,800 34,400 600 37,700

Total 159,100 162,900 3,800 0.6% 219,200 38%
LMCHD
Pittsburg 67,600 72,000 4,400 1.6% 91,600 36%
WCCHD
Richmond 109,100 114,600 5,500 140,100
El Cerrito 24,100 24,700 600 27,500
Hercules 26,500 28,900 2,400 39,500
Pinole 18,900 19,500 600 22,200
San Pablo 30,300 31,500 1,200 37,200

Total 208,900 219,200 10,300 1.2% 266,500 28%
County Totals
Cities 922,800 957,400 34,600 0.9% 1,155,900 25%
Unincorporated 162,900 166,100 3,200 0.5% 182,500 12%

Total 1,085,700 1,123,500 37,800 0.9% 1,338,400 23%
ABAG Projections 2013 11/30/17
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Figure 2 Disadvantaged Communities in Contra Costa County
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MEDICALLY UNDERSERVED & HEALTH PROFESSIONAL SHORTAGE AREAS

The California Office of Statewide Health Planning and Development (OSHPD) designates areas
where critical health services are deficient. These areas may then qualify for certain State and
Federal funds. Appendix B describes and maps each designation, and indicates where they exist

relative to the three Contra Costa healthcare districts.

HEALTH NEEDS ASSESSMENTS IN CONTRA COSTA COUNTY

The Affordable Care Act (ACA) requires not-for-profit hospitals to prepare a community health
needs assessment (CHNA) every three years. The CHNAs provide the basis for implementation
strategies. Typically, the CHNAs identified the highest priority health-related issues as " Obesity,
Diabetes, Healthy Eating, and Active Living" and "Economic Security". Appendix C includes the
priorities identified in CHNAs prepared for the following hospitals that serve the health district
residents:
e John Muir Health
e Kaiser Foundation Hospitals (KFH)
KFH-Walnut Creek
KFH-Richmond
KFH-Antioch
e Sutter Delta Medical Center

OTHER STUDIES AND INDICATORS

The Contra Costa Health Services Department has produced numerous studies documenting
various health issues in the County.”® Its comprehensive report on Countywide Health Indicators
was last issued in 2010, and provided the basis for subsequent health planning within the
County. The LMCHD Strategic Plan and its 2017 Health Profile relied on data from this report.
The Healthy and Livable Collaborative, which focuses on health issues in the Pittsburg and

surrounding areas within the LMCHD, also draws on data from the County’s 2010 report.

Mental health needs and the adequacy of the response by the County were addressed in a
Contra Costa Mental Health System of Care Needs Assessment.” The assessment considered the

three regions of the County (West, Central, and East).

2> See the Contra Costa Health Services webpage at: http://cchealth.org/publications/

?® Contra Costa Mental Health System of Care Needs Assessment, November 2016, Contra Costa

Behavioral Health Services.
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The County's EMS system was recently re-organized based on a modernization study.”’
Currently, 92 percent of county ambulance services are provided by agreement between the
Contra Costa Fire Protection District as contractor and American Medical Response as

28
subcontractor.

FACILITIES AND SERVICES IN THE COUNTY

Figure 3 depicts the locations of hospitals in the County relative to boundaries of healthcare
districts. Maps within each district chapter provide additional detail about other healthcare

facilities.

Table 2 shows emergency facilities by hospital within Contra Costa County. With the closure of
Doctors Medical Center in the WCCHD, which reduced the number of emergency room beds in
West County from 40 down to 15, West County has the fewest emergency medical treatment
stations per capita compared to other regions within the County. The number of ER stations in
West County has increased to 27, but still provides less than half the County average relative to
its population. Other regions of the County have a number of emergency stations approximately

at or above the Countywide average of 2.4 stations/10,000 population.

The reduction in ER stations has not significantly affected access to care in West County; use of
emergency departments has trended downwards as care shifts with expansion and use of
ambulatory care clinics and urgent care, and there is no evidence "West County patients that
use the 9-1-1 system are taking a longer time getting to an appropriate level of care and have
substantially longer transport times than anywhere else in the County" except for a limited
number of Richmond patients.” The Doctors Hospital closure has been a disruption for those

patients who "self transport" and walk into DMC for both ED care and specialty care.*

27 http://cchealth.org/ems/pdf/2014-EMS-System-Modernization-Study.pdf

8 Memorandum from Pat Frost, EMS Director, to Pat Godley, CFO, Contra Costa Health Services.
% pat Frost, Director Emergency Medical Services, Contra Costa Health Services, 11/16/17.

*%ibid, Pat Frost/ 11/16/17.
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Table 2 Emergency Medical Treatment Stations by Contra Costa Region

County Area
General Acute Care Facility City West Central East
CONTRA COSTA REGIONAL MEDICAL CENTER Martinez 26
SUTTER DELTA MEDICAL CENTER Antioch 32
JOHN MUIR MEDICAL CENTER-WALNUT CREEK CAMPUS Walnut Creek 44
KAISER FOUNDATION HOSPITAL - WALNUT CREEK Walnut Creek 52
JOHN MUIR MEDICAL CENTER-CONCORD CAMPUS Concord 32
SAN RAMON REGIONAL MEDICAL CENTER San Ramon 12
KAISER FOUNDATION HOSPITAL - RICHMOND CAMPUS (1)  Richmond 27
KAISER FOUNDATION HOSPITAL - ANTIOCH Antioch 37
TOTAL STATIONS 262 27 166 69
Population 1,072,000 254,800 513,300 303,900
Stations/10,000 Population 2.4 1.1 3.2 2.3

Source: ALIRTS Utilization Report 2015, as revised by Pat Frost, Director Emergency Medical Services,

Contra Costa Health Services, 11/16/17. Population from American Community Survey, 2014

(1) Kaiser Richmond had 15 emergency stations in 2015 when DMC closed.
In the Bay Area, hospitals are increasingly consolidating and instead substituting building out
urgent care and large specialty and primary care ambulatory clinics to serve the population.
Most medical care is outpatient, and total inpatient bed capacity utilization has decreased from
2015-2017 including West County,* reducing the significance of emergency treatment stations
per capita as a measure of access to care. However, depending on the future of the Affordable

Care Act (ACA), use of emergency rooms by the uninsured could increase.

COUNTY OF CONTRA COSTA

The County of Contra Costa provides a broad range of health-related services to County
residents, including the following:

e Behavioral Health Services- Includes mental health, alcohol and other drugs and
homeless programs.

e Contra Costa Health Plan - A federally qualified health maintenance organization (HMO)
providing over 90,000 people in Contra Costa County with health coverage.

1 ibid, Pat Frost/ 11/16/17.
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e Emergency Medical Service (EMS) — Local regulatory authority responsible for the
coordination emergency medical services (dispatch, first responders 9-1-1 ambulance
services and emergency departments). Coordinates and oversees county and regional
Trauma, Stroke, High Risk Heart Attack and Cardiac Arrest programs. Oversees
permitting of non-emergency ambulance providers.

e Environmental Health — Regulates and inspects a range of facilities and activities to
protect public health, including food operations and restaurants, swimming pools, and
other public areas, sewage and solid waste facilities.

e Hazardous Materials - Responds to emergencies and monitors hazardous materials.

e Public Health - Promotes and protects the health of County residents, with special
attention to communities and populations most at risk for poor health outcomes and
those most affected by environmental inequities.

e Contra Costa Regional Medical Center (CCMRC) and Health Centers - CCRMC is a
166-bed full service acute care hospital serving Contra Costa residents. Ten Health
Centers throughout Contra Costa offer health care with a full range of specialty services.

The County is in the process of developing a Public Health Strategic Plan, which will not be
completed until 2018, focusing on the Public Health Division's activities in community health and

. 32
prevention.

Several examples of specific County programs that provide grants similar to healthcare districts
in the County, and/or that provide services similar to those receive grants from healthcare

districts, are summarized below.

The Community Wellness & Prevention Program

The Community Wellness & Prevention Program (CWPP) of Contra Costa Health Services aims to
“improve the environmental, social and economic conditions that contribute to poor health, and
support a quality of life that promotes the health and wellbeing of all county residents, with

special attention to those under served.”*

Contra Costa Regional Health Foundation

Contra Costa Regional Health Foundation is a non-profit organization that “supports Contra

Costa Health Services in its work to care for and improve the health of all the people in Contra

Costa County with special attention to those who are the most vulnerable.”**

32 Correspondence from Dr. Walker, Contra Costa Health Services, to L.Texeira, 9/23/17.
33 http://cchealth.org/prevention/

3 http://ccrhf.org/
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4. CONCORD/PLEASANT HILL HEALTH CARE
DISTRICT (CPHHCD)

Figure 4 depicts the boundaries of the District. The CPPHD serves 162,000 residents residing
primarily in the cities of Concord and Pleasant Hill, and about 800 residents of unincorporated
areas. The CPPHCD is a subsidiary district of the City of Concord, a result of Contra Costa
LAFCQO’s reorganization of the former Mt. Diablo Healthcare District (MDHCD) in 2012. The
District does not own or operate a hospital; the District’s primarily grants funds to healthcare-

related agencies that provide services to District residents.

The MDHCD transferred its hospital to John Muir Health in 1996, but continued to use its
property tax, which averaged about $200,000 per year, for grants to local organizations and for
a variety of educational and other health-related programs. The MDHCD also occupied seats on
the John Muir Community Health Foundation board that distributes $1 million a year for health
services grants. Over the years, the MDHCD had been the subject of several Grand Jury reports
calling for it to be disbanded, and eventually MDHCD was reorganized as the smaller subsidiary
district by LAFCO.

Staff, Board, election and other administrative costs were largely eliminated by the
reorganization, but many of the District's healthcare functions continue, including ongoing
membership on the Health Foundation board, and distribution of grants. Staff and
administrative services are provided by the City of Concord, and the Concord City Council sits as

the Board of the District.

The City of Concord represents nearly 80 percent of the District’s population as described in
Table 3, and Pleasant Hill residents comprise the remaining 20 percent. A small portion of the

District includes about 800 residents of the unincorporated County.
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Table 3 Summary of Population and Area within the CPHHCD Boundaries

populaton Area (sq.miles) (3)
Total City or District Population (2)(3) Total City or District Area
Area Community (1) % Residents % Dist. Community Sqg. Miles % Dist.
INCORPORATED
Concord 128,370 (1) 99% 126,687 78.1% 30.53 29.59  79.9%
Pleasant Hill 34,657 (1) 100% 34,657 21.4% 7.08 7.08 19.1%
Total, Incorporated 163,027 99% 161,344 99.5% 36.67 99.0%
UNINCORPORATED
Other Unincorporated 886 (3) 100% 886 0.5% 0.35 0.5%
Total, Unincorporated 886 (1) 100% 886 0.5% 0.35 1.0%
TOTAL 163,913 (1) 99% 162,230 100.0% - 37.02 100.0%

(1) Source: Cal. Dept. of Finance, Report E-1: City/County Population Estimates 1/1/17
(2) Census, American Community Survey, 5-year
(3) County of Contra Costa GIS, 2017-07-27; land area only. 8/1/17

HEALTH NEEDS IN THE DISTRICT

Health Needs Assessments prepared by hospitals serving the community prioritize obesity-
related health issues. State data indicate a shortage of medical professionals within areas of the

District.

Currently, the District does not actively evaluate healthcare needs within the District. It relies on
input from local health providers and grant applicants to define and document the needs. For
example, the District’s grant application requests a description of the community need, problem
or issue addressed by the applicant’s program, and asks for inclusion of relevant information
and studies specific to the District.>> The District’s grant evaluation criteria assign a weighted

score to the applicant’s demonstration that needs are addressed.®

POPULATION GROWTH

As shown in prior Table 1, ABAG projects the cities of Concord and Pleasant Hill, which
represent virtually all of the District’s population, to average 0.4% to 0.6% growth from 2015

» Application for Funding for FY 2016-17, Concord/Pleasant Hill Health Care District, Item 2.C.

*Fy 2016/17 Concord/Pleasant Hill Health Care District Evaluation Criteria
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Table 18 illustrates current assessed value within the District by jurisdiction.

Table 18 Summary of Assessed Value within the WCCHD Boundaries

Total A.V.
Total City or District Assessed Value (1)
Area Community (1) % S % Dist.
INCORPORATED
Richmond S 13,082,516,425 100% S 13,082,516,425 43.0%
El Cerrito S 4,017,973,881 100% $ 4,017,973,881 13.2%
Hercules S 3,449,453,774 100% S 3,449,453,774 11.3%
Pinole S 2,282,460,991 100% S 2,282,460,991 7.5%
San Pablo S 1,707,066,788 100% S 1,707,066,788 5.6%
Total, Incorporated 24,539,471,859 100% S 24,539,471,859 80.7%
Total, Unincorporated S 5,869,875,498 19.3%
TOTAL S 30,409,347,357 100.0%

(1) Source:Contra Costa County Auditor-Controller

WCCHD ASSETS AND LIABILITIES

After the bankruptcy court approves the District’s Plan of Adjustment, the District will not be
subject to any former liabilities other than the payment obligations specified by the bankruptcy

Plan of Adjustment. Those payment obligations include:'®

e Full repayment of outstanding Certificates of Participation (approximately $56 million)
plus interest.

e $218,132.50 representing 50% of the total amount owed to the County for prior District

. 110
election costs.

e Local 39 Pension Claim - $31.480.99 per year for ten years; Local 39 Health Claim
$8,214.98 per year for nine years.111

19 pisclosure Statement for the Plan for the Adjustment of Debts dated June 9, 2017, Section 3.1

Proposed Treatment of Claims.

1% 5ee First Amended Plan for the Adjustment of Debts Dated July 21, 2017, filed on August 3, 2017, Page

11, Section 4.2.

" See First Amended Plan for the Adjustment of Debts Dated July 21, 2017, filed on August 3, 2017, Page

13, Section 4.7.
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e  WCCHD Successor Pension Plan —the Reorganized District to assume all rights and
responsibilities regarding these pension plan claims. Within 30 days after the effective
date of the plan $4 million will be transferred to the plan administrator. Thereafter, the
District will pay $1 million per year to the plan administrator until the pension plan is
fully funded.™*?

e Approximately $2.7 million owed to the California Nurses Association (CNA).'*3

e About $1.3 million owed to the State EDD for claims.***
e S6 million shall be paid to other unsecured allowed claims.

The foregoing information is included in the current version of the Plan of Adjustment proposed
by the debtor, however, as of the writing of this report, the bankruptcy proceedings are not
final; other claims may be submitted and/or modified. Until there is a final order or judgment of
the bankruptcy court confirming the Plan and all appeal periods have expired, the District’s

obligations under the Plan cannot be known to a legal certainty.

WCCHD ORGANIZATIONAL ISSUES AND OPTIONS

The Special Study prepared by Contra Costa LAFCO for the WCCHD outlined a number of
governance options. The Special Study supported pursuit of legislation to enable the County
Board of Supervisors to appoint the governing body of the WCCHD that could include the Board

of Supervisors. If this special legislation passes,™

the District will no longer be burdened by
election costs and there may be new opportunities for a partnership between the County and

the reorganized District, including administrative support and other shared resources.

The reorganization described above could be re-assessed at a future point in time, if other
options appear more viable. For example, if legislation modifies the requirements for subsidiary
district formation, this option may be viable if the City of Richmond is willing and able at a future

point in time to assume responsibility for District functions.

12 See, First Amended Plan for the Adjustment of Debts Dated July 21, 2017, filed on August 3, 2017, Page

11, Section 4.3.

13 See, First Amended Plan for the Adjustment of Debts Dated July 21, 2017, filed on August 3, 2017, Page

12, Section 4.4.

14 See, First Amended Plan for the Adjustment of Debts Dated July 21, 2017, filed on August 3, 2017, Page

12, Section 4.5.

5 5B 522, Glazer.
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APPENDIX A

OVERVIEW OF MSR DETERMINATIONS AND APPLICABILITY
TO HEALTHCARE DISTRICT MUNICIPAL SERVICE REVIEWS

Appx A. Overview of MSR Determinations and Applicability Pg. A.1
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Table A-1 Overview of MSR Determinations Applicability to Healthcare District MSRs

Determination

Applicability to HCD MSRs

Methodology and Data Sources

(1) Growth and population projections
for the affected area.

(2) The location and characteristics of
any disadvantaged unincorporated
communities within or contiguous to
the sphere of influence.

(3) Present and planned capacity of
public facilities, adequacy of public
services, and infrastructure needs or
deficiencies including needs or
deficiencies related to sewers,
municipal and industrial water, and
structural fire protection in any
disadvantaged, unincorporated
communities within or contiguous to
the sphere of influence.

How will growth and population
projections affect determinations
re: current and future healthcare
district services and service area?
Changes in demographics and
underserved populations?
Implications for funding?

Are there Disadvantaged
Communities and/or
underserved areas that can be
more equitably provided services,
eg. via SOl and service area
changes? Are HCDs addressing the
needs of these communities?

Are district services "adequate",
i.e. acceptable in quantity and
quality:

Grant Quantity - any increase
above current funding from other
agencies should be considered
"adequate" as long as "Admin %"
ratios meets standards. Do the
grants make a difference in health
outcomes of identified needs?

Grant Quality - Are grantees
effectively and efficiently using
funds to meet community health
needs, including those of
disadvantaged communities?

Direct Services - Is the district
effectively and efficiently using
funds to meet community health
needs, including those of
disadvantaged communities?

Regional agencies can provide
forecasts, but may require GIS analysis
to define district boundaries.
LAFCOs/counties often can provide GIS
maps.

LAFCOs can identify Disadvantaged
Communities, in collaboration with
county.

OSHPD can provide GIS data to create
maps to delineate underserved areas.

Show historic patterns of grant
allocations, and as a % vs. other
expenditures.

Document consistency of grants and
services with district Strategic Plan
goals and documented health needs in
the district, eg with reference to
Community Health Needs Assessment
reports prepared by hospitals.

Review basis for decisions regarding
health needs and priorities, in light of
other agencies and available
information.

Compare grant review, award and
followup to Best Practices.
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Table A-1 Overview of MSR Determinations and Applicability to Healthcare District MSRs

(cont’d)

Determination

Applicability to HCD MSRs

Methodology and Data Sources

(4) Financial ability of agencies to
provide services.

(5) Status of, and opportunities for,
shared facilities.

(6) Accountability for community
service needs, including governmental
structure and operational efficiencies.

(7) Any other matter related to
effective or efficient service delivery, as
required by commission policy.

Grants - is staff adequate

to review, administer, track, and
report on grant outcomes to
assure adequacy of grants

in an efficient manner?

Direct Services -is funding
adequate to effectively provide
services, and maintain adequate
reserves for capital and for
contingencies?

Does the district collaborate with
other healthcare providers to
minimize redundant overhead,
leverage resources, and
coordinate targeting of health
needs?

Does the district achieve:

a) Special District standards for
high performance, transparency,
and website content/accessibility;

b) Effective public engagement;

c) Strategic planning to engage
public, coordinate with other
agencies, and provide
transparency re: goals and related
actions;

d) Other best practices and
performance standards?

For example, does the District
expend funds on or receive
revenue from non-healthcare
services (e.g., real estate)? Can
district resources be better
utilized for other purposes or by
other entities?

Document historic pattern of revenues
and expenditures, and financial
position, utilizing budgets and financial
reports.

Utilize performance measures specific
to direct services provided, eg., is
admin 20% or less of expenditures?

Document potential financial risks and
financial planning and ability to
address these risks.

Document participation in regional
healthcare planning with other
healthcare agencies, and utilization of
healthcare needs assessments.

Compare district website and practices
to checklists available from Special
District Leadership Foundation.

Document public outreach and
process for developing/reviewing
goals, policies and Strategic Plan.

Investigate any applicable civil grand
jury reports.

Review prior LAFCO MSRs or special
studies re: governance issues and
options.

Review other applicable industry

Review press re: local issues;
investigate any applicable civil grand
jury reports. Review prior LAFCO MSRs
or special studies.

11/15/17
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APPENDIX B

MEDICALLY UNDERSERVED & HEALTH PROFESSIONAL
SHORTAGE AREAS

Appx B. Medically Underserved & Health Professional Shortage Areas Pg. B.1
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MEDICALLY UNDERSERVED & HEALTH PROFESSIONAL SHORTAGE AREAS

One area within the County is designated as a Medically Underserved Area (MUA) according to
the Office of Statewide Health Planning and Development (OSHPD), as shown in Figure B-1." This
area falls within the boundaries of the WCCHD.

The “medically underserved” are people with life circumstances that make them susceptible to
falling through the cracks in the health care system. Many do not have health insurance or
cannot afford it; those who do have insurance sometimes face insufficient coverage. The MUA

includes a shortage of dental health and mental health professionals.

! See http://gis.oshpd.ca.gov/atlas/topics/shortage/mua/contra-costa-service-area
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Figure B-1 Medically Underserved Areas in Contra Costa County
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Recognition as a federally designated Health Professional Shortage Area (HPS