
 
 
April 16, 2007  

 
To:  Members, Formation Commission 
 
From: Martha Poyatos 
 Executive Officer   

 
Subject: Addendum Report: Municipal Service Review for Sequoia 

Healthcare District and Peninsula Health Care District 
 
Summary: 
 
The attached municipal service review provides background on the 
two health care districts in the county and examines the nine 
areas of determination set forth in Government Code Section 
56430. Since the report was circulated, LAFCo received additional 
information and corrections as well as formal comments from both 
Districts1. This addendum report includes updated profiles of the 
Districts and responds to key concerns expressed by the Districts 
in comments received today. Staff recommends that the Commission 
open the public hearing, receive the staff report, presentations 
from the Districts and public comment and provide direction to 
staff on additional information and in order prepare an updated 
municipal service and sphere of influence review report and 
recommended determinations for consideration at a future meeting.  
 
The circulation draft, in the context of areas of determination 
for LAFCo municipal service reviews, acknowledges the transition 
of California hospital districts to health care districts in 
response to the changing economics of hospital operation and 
delivery of health care, discusses what this transition has meant 
for Sequoia Healthcare and Peninsula Health Care Districts 
including their relationship with the hospitals and funding of 
health care programs. The two Districts under study are 
exceptions to the typical example of special districts in 
California in the context of “service provision” in that they do 
not directly provide a service in the traditional sense. Rather, 
the Districts fund services and programs through partnerships 
with other agencies and have two distinct arrangements/agreements 
for construction and operation of the hospitals. The municipal 
service review acknowledges the significant contribution the 
Districts make to health care programs and the budgets included 
in the report reflect expenditures in these areas. District 
comment letters attached detail these programs.  
 

                                                 
1 Peninsula Health Care District’s comments include extensive background material provided in a binder. 
Comment letters of both districts are attached to this report.   
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Comments received today from the Districts identify areas of 
concern primarily in the regard to governance alternatives. Key 
points are discussed below.  
 
District Missions and Programs 
 
Both Districts emphasize their continued role in maintaining a 
seismically safe community hospital in respective District 
boundaries and their participation in the planning of 
construction of the hospitals. Both Districts cite voter approval 
of transfer of hospital operation (Measures V & H attached). In 
addition, the Districts emphasize that through planning and 
program funding the Districts identify and meet health care needs 
of district residents. Peninsula Health Care District has 
provided extensive materials on their strategic planning process. 
Both Districts cite their collaboration with the County and other 
agencies including Nursing Education, Children’s Health 
Initiative, community clinics for the medically underserved, 
other grants and the participation on the County’s Blue Ribbon 
Task Force on Adult Health Care Coverage Expansion. 
 
Health Care District Charter differs from County Health Care 
Charter 
 
Both Districts emphasize that while the County is required by 
Section 17000 of Health & Safety Code to provide health care for 
the indigent, health care district enabling legislation 
specifically prohibits health districts from providing indigent 
care and directs districts to provide health care so that 
facilities operate on a self-supporting basis. This distinction 
is cited on page 6 of the municipal service review. Discussion in 
the service review of opportunities through consolidation and 
expansion of boundaries or consolidation and a joint powers 
agreement to fund countywide programs do not identify indigent 
care, rather services other than indigent care that the County, 
health care districts and community providers share in common. 
 
Health Care District Oversight of Hospitals: 
 
As reported by Sequoia Healthcare District, day-to-day operations 
of Sequoia Hospital are carried out by Catholic Health Care West 
pursuant to the management agreement between Catholic Healthcare 
West and Sequoia Health Services (SHS). Sequoia Health Care 
District can appoint five members to SHS with a minimum of two 
being Healthcare District Board Members. Catholic Healthcare West 
provides monthly reports to SHS and because currently three 
members of SHS are Sequoia Healthcare District board members, the 
District notes that SHS meetings are subject to Brown Act and 
open to public attendance and input. LAFCo staff notes that 
Sequoia Healthcare District Board meeting minutes and website to 
not indicate that the Sequoia Health Care District receives 
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reports from SHS regarding the management agreement or hospital 
construction. In that regard, while the District appoints members 
to SHS, the District does not receive updates or reports on the 
activities of the SHS Board, of which the District has joint 
control. Periodic reporting by SHS board members to the Sequoia 
Healthcare District Board regarding SHS oversight of the 
agreement with Catholic Health Care West might more directly 
inform District residents and voters of the District’s role as 
joint partner in oversight of the hospital. 
 
The Peninsula Health Care District’s agreement with MPHS includes 
District oversight over the new hospital operations including 
oversight of proposals to terminate core services. Two members of 
the Peninsula Health Care District Board serve on the MPHS 
Hospital Building Committee and District Board minutes reflect 
updates from MPHS on hospital revenues and operations.  
 
Governance Alternatives
 
First, this section is not presented as recommendation for the 
disposition of the districts, rather identification of various 
alternatives. Also important is that this discussion does not 
assume that LAFCo would initiate proceedings and LAFCo policies 
support applications from affected agencies and community. In any 
event, District comments are helpful in identifying any 
advantages or disadvantages of alternatives.  
 
Dissolution: 
 
Peninsula Health Care District states that the dissolution 
alternative cited in the service review conflicts with State law 
and cites Contra Costa County legal opinion concerning the Los 
Medanos Health Care District. In the case of Los Medanos Health 
Care District, the District closed the hospital and ceased to 
provide services in which case, the services of the District were 
no longer provided and a successor was appointed to wind down the 
affairs of the dissolved district. If a determination is made 
that the services of a district will not be transferred to a 
successor and will no longer be provided, Section 57450 provides 
the framework for disposition of assets of the dissolved district 
and responsibility of the successor in winding down the affairs 
of the dissolved district. (The corrected citations for the 
dissolution alternative cited in the municipal service review are 
Sections 56886 [m] regarding designation of successor for 
succeeding to all rights, duties, bonds, contracts and 56886 [r] 
service continuation as conditions of approval if a proposal for 
dissolution is submitted to LAFCo. The municipal service review 
did not identify the dissolution scenario in which services are 
terminated because both districts have existing obligations and 
agreements with hospital operators and both allocate resources to 
health care programs.  
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In regard to property tax of a dissolved district in which 
services are not transferred to a successor, once obligations of 
the dissolved district have been paid, property tax would be 
reallocated proportionally among agencies receiving property tax 
in the tax rate areas of the dissolved district. As noted in the 
municipal service review and by the Districts, obstacles to 
dissolution also include requirement for voter approval, which is 
specific to health care dissolutions, the different 
relationships/agreements the two districts have with the hospital 
operators and as pointed out by the Districts, the cost of the 
dissolution itself. Also of note is that after reviewing the 
Peninsula Health Care District master agreement with Mills 
Peninsula Health Services included with District comments, the 
agreement cites “filing for dissolution by the District, except 
upon any merger or consolidation of the District with another 
entity” as a material default of the agreement (page 32).  
 
Status Quo  
 
As noted above and in the Municipal Service Review, both 
Districts participate in District focused and County health 
initiatives and the Districts are currently participating on the 
Blue Ribbon on Adult Health Care Coverage. In the combined 2006-
2007 budgets of both Districts, approximately $9.7 million is 
allocated for community health programs and contributions. (See 
profiles attached). Continued operation of the Districts as they 
exist would allow the districts to continue to carry out their 
strategic plans, collaborate with other agencies in community 
health care initiatives and avoid reorganization/transition 
costs. 
 
Conclusion:  
 
As noted above, the health care districts are unique in that they 
have evolved with changes in health care funding and delivery. 
The Districts maintain reserves for the potential of hospital 
operation reverting back to the districts in the future, fund 
health care programs rather than provide them directly and 
participate at varying levels in hospital oversight. The 
municipal service review report examines existing practices and 
potential opportunities for cost saving and resource sharing and 
governance alternatives to the two independent special districts 
and advantages and disadvantages of the alternatives. Staff will 
present the specific areas of determination at your April 18 
meeting and respond to requests for additional information in 
order to prepare an updated report and recommended determinations 
at a subsequent meeting. 

 4



SEQUOIA HEALTHCARE  DISTRICT 
 
170  Alameda de las Pulgas Contact Person: Stephani F. Scott, C.E.O. 
Redwood City, CA 94062  367-5925   FAX 482-6506 
   
Date of Formation: December 17, 1946          www.sequoiahealthcaredistrict.com   
 
Enabling Legislation: Section 32000 et seq. State Health and Safety Code 
 
Governing Board: Five-member board of directors elected to four-year terms 
 

a. Membership and Term Expiration Date: Arthur Faro (11/2010), Jack Hickey 
(11/2010), Don Horsley (11/2010), Kathleen Kane (11/2008), Malcolm Mac 
Naughton (11/2008) 

   
b. Compensation: Health Insurance Benefits 
 
c. Public Meetings:  First Wednesday of even-numbered months at 4:30 pm 
                     Sequoia Room, Sequoia Hospital,  
  Whipple and Alameda, Redwood City 

 
Services Provided: The district, maintains a reserve to contribute to funding of the new Sequoia Hospital to 
be constructed by Sequoia Health Services. The District administers the HeartSafe Program (Public Access 
Defibrillation) with a full-time Program Coordinator dedicated to that service, who is a staff person at 
Sequoia Healthcare District. The District funds programs and activities designed to achieve health, wellness 
and disease prevention in southern San Mateo County including Nursing Education, Community Grants, 
Medical Clinics, and Children’s Health Insurance. 
 
Area Served: Atherton, Belmont, Menlo Park, Portola Valley, Woodside, Foster City (portion), Redwood City, 
San Carlos, San Mateo (portion) and unincorporated areas     
 
Estimated Population: 222,067 (as of 2000) 
 
Number of Personnel: 2     Sphere of Influence: Status quo (boundaries of 1983) 
 
Sequoia Health Care District 2005-2006 

Actual
2006-2007
Adopted

Revenue 
 Rental Income 1,624,705 1,540,786
 Tax Revenue 5,938,741 6,057,516
 Investment Income 163,405 2,777,139
 Interest Income 221,022 46,210
 Pension Income 3,026,000 2,556,000
 Total Revenue $10,973,873 $12,977,651
Expenses 
Total Administrative Expenses $3,619,936 $3,645,385
Property Expenses 
 Maintenance 152,828  231,160
 Utilities 177,410 200,000
 Property Insurance 13,080 15,150
 Depreciation 758,761 754,848
Total Property Expenses $1,102,080 $1,193,158
Total Grant Expenses $4,673,667 $7,685,000
TOTAL EXPENSES $9,395,683 $12,873,063
 



PENINSULA HEALTH CARE DISTRICT
 
1801 Trousdale Contact Person:  
Burlingame, CA 94010  650-696-5450 
 
 www.peninsulahealthcaredistrict.org 
Date of Formation: December 2, 1947 
 
Enabling Legislation: Section 32000 et seq. State Health and Safety Code 
 
Governing Board: Five-member board of directors elected to four-year terms 
 

a. Membership and Term Expiration Date: Helen Galligan (11/2010), Donald E. Newman 
(11/2010),  Rick Navarro (11/2008) Susan Smith (11/2010), Dan Ullyot (11/2008) 

 
b. Compensation: None 
 

       c. Public Meetings: Fourth Thursday of each month at 5:45 pm,   
  Sierra Room, Peninsula Medical Center 

  1801 Trousdale 
 
Services Provided: Lessor of hospital/health care facilities to Mills-Peninsula Health Services, a non-profit 
public benefit corporation in which the District has oversight of hospital to ensure preservation of acute 
care services for residents of the District during the term of the 50 year lease, and allocation of resources 
in the form of grants to community health programs. 
 
Area Served: Burlingame, Hillsborough, Millbrae, San Bruno, San Mateo, parts of Foster City and South 
San Francisco, the Highlands, northern Skyline and other unincorporated areas 
 
Estimated Population: 194,376 (as of Census 2000) 
 
Contractual Arrangements: Ground Lease, Development and oversight Agreements of 2006 with Mills 
Peninsula Health Care Corporation and Sutter health regarding the construction and operation of the new 
Peninsula Hospital. 
  
Number of Personnel: 2         Sphere of Influence: Status Quo (boundaries of 1983) 
 
PHCD Budget(Source: Adopted budget 
6/06) 

2005-2006 
Estimated

2006-2007 
(adopted)

Revenues 
 Property Tax 3,656,122 3,400,000
 Rental Income 1,250,000 1,500,000
 Investment Income 699,698 1,000,000
 Other 17,352 0
Total Revenues  $5,623,172 $5,900,000
Expenditures 
Grants & Contributions* 1,525,811 2,000,000
Services & Fees (Misc) 164,253 328,000
EMF Study 0 0
Legal (Restructuring/Settlement) 52,865 25,000
Legal (General) 47,781 50,000
Consulting (Property 3,143 0
Communications/Adv/Outreach 78,360 110,000
Newsletter/Website (Singer) 65,226 156,000
Public Info Campaign (Singer) 100,000
Total Expenditures $1,937,439 $2,769,000
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