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May 11, 2011 (Agenda) 
   
 
Contra Costa Local Agency Formation Commission (LAFCO) 
651 Pine Street, Sixth Floor 
Martinez, CA  94553 

 
Mt. Diablo Health Care District  

 
 
Dear Commissioners: 
 
On May 2, LAFCO received correspondence from the Contra Costa Taxpayers Association 
expressing concerns with the Mt. Diablo Health Care District (MDHCD), and requesting that 
LAFCO begin the process to dissolve the District (Exhibit A). The concerns relate to the following 
issues: 
 
• The primary source of revenue for the MDHCD is property tax revenue, which is largely used to 

support the District’s own administrative and operating expenses, rather than to address 
community health issues. 

• The District has ongoing fiscal issues including 1) significant liability due to the granting of life-
time health/dental insurance benefits for several Board members; 2) lack of financial procedures; 
and 3) recent alleged embezzlement by a Board member (who has since resigned). 

• Frequent Board turnover and perennial internal disputes among Board members regarding the 
District’s purpose and other matters (including a proposed dissolution) result in a dysfunctional 
and ineffective organization. 

• The MDHCD essentially has no professional staff and the Board Chair currently serves as 
District staff, resulting in transparency and accountability issues relating to the appointment of 
Board members, meeting notices, and responses to requests for information.   

• Ongoing disputes with John Muir Health (JMH) consume time and resources.  
  
Similar concerns have been raised by the Contra Costa County Civil Grand Jury in three Grand Jury 
reports (2001, 2003, 2008), and were identified in the LAFCO Public Healthcare Services Municipal 
Service Review.  Also, there have been recent issues relating to governance of the District, including 
dissent among the board members, filling of Board vacancies, and alleged embezzlement of District 
funds by a Board member, that may warrant some discussion and/or action by LAFCO.   
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BACKGROUND 
 
History of Mt. Diablo Health Care District - The MDHCD, previously the Concord Hospital 
District, was formed in 1948, with voters approving the District formation and a special parcel tax to 
build the Mt. Diablo Community Hospital.  The MDHCD boundaries include the cities of Martinez, 
Lafayette (portions), Concord, and Pleasant Hill (portions), along with the unincorporated 
communities of Clyde and Pacheco.   
 
The District has evolved over the years both in terms of its physical boundaries and its organizational 
structure. Between 1967 and 1991, there were a number of boundary changes relating to MDHCD 
(i.e., annexations, detachments), as well as two proposals to dissolve the District in 1972 and 1976, 
both of which were denied by LAFCO.  
 
The District is funded primarily by property tax revenues (ad valorem).  In 1996, MDHCD faced 
bankruptcy and the voters approved a Community Benefit Agreement which transferred the assets of 
the District to JMH, in exchange for certain assurances regarding health care services to be provided 
within the District.  Per the Agreement, JMH provides funding for administrative expenses and 
contributes $1 million per year to fund programs and events that address health issues and promote a 
health community.  
 
The MDHCD does not own or operate any facilities.  [Note: According to the Association of 
California Healthcare Districts, there are presently 72 healthcare districts in the state, 46 of which 
operate hospitals within their district boundaries]. Per the Agreement between MDHCD and JMH, all 
rights and title in the Mt. Diablo Medical Center, including land, buildings and equipment, 
transferred to JMH.  In return, JMH is required to operate and maintain the District’s healthcare 
facilities and assets for the benefit of the communities served by the District.   
 
The Agreement is effective until December 31, 2049, and will automatically renew for three 
additional successive 50-year terms.  The Agreement includes provisions that allow for termination.  
Either party may give 180-days written notice prior to the expiration of a 50-year term of their 
intention not to renew the agreement.  There are provisions by which JMH could terminate the 
agreement sooner than 2049, including significant facility upgrade costs over a short period or 
sustained operating losses.  After January 2004, JMH may terminate the agreement with or without 
cause by a two-thirds vote or greater of the JMH Board.  Upon termination of the agreement, the 
assets would transfer back to the District. 
 
The MDHCD Directors serve on the Community Health Fund Board and participate in the decisions 
to allocate funds to health care causes within the District.  MDHCD does not control the Community 
Health Fund Board, although it has the power to appoint one-half of the board members. 
 
Grand Jury Reports - Dissolution of the MDHCD has been the subject and recommendation of 
three Grand Jury reports in 2001, 2003 and 2008. The Grand Jury reports have repeatedly raised the 
same concerns as summarized below: 
 
 MDHCD does not own or operate any health care facility nor provide assistance in the operation 

of health facilities nor any other medical services to its constituents 
 Pursuant to the Community Benefit Agreement, MDHCD has limited duties to a) perpetuate 

itself as the body to reclaim the assets the District transferred in the merger, should that merger 
fail; b) approve payments from two pension funds to former District employees; c) nominate five 



 

 

members to the board of the JMH/Mt. Diablo Health Benefit Corporation; and d) accept or reject 
(but not nominate) eight of the 16 JMH/Mt. Diablo Health System Directors. 

 The primary source of revenue for the MDHCD is property tax revenue which is largely used to 
support the District’s own administrative and operating expenses including lawyers, accountants, 
election costs, and the Board’s medical benefits. 

 Since the merger, the MDHCD has had little success and continues to search for some tangible 
health related activity to perform. Instead of being directly involved in managing and overseeing 
healthcare programs, the District Board functions more as administrators and grant allocators.  

 
In 2001, Contra Costa LAFCO provided responses to the Grand Jury report that the MDHCD be 
dissolved either by the District, the County or by LAFCO.  In its initial response, LAFCO explained 
that while LAFCO has the authority to initiate dissolution of a district, it can do so only if the 
proposed dissolution is consistent with a recommendation or conclusion of a study prepared pursuant 
to statute.  Also, such a study would require consulting services, funding, and cooperation from the 
District; and that LAFCO lacked funding and would likely not receive cooperation from MDHCD as 
the District did not support dissolution.  In its final response to the Grand Jury, LAFCO indicated that 
dissolution of the MDHCD would not be implemented or initiated by LAFCO as it is not warranted; 
and that the District is serving a useful function at the present time and should not be dissolved.   
 
The 2008 Grand Jury report recommended that within six months, MDHCD prepare a written plan 
for dissolution and submit its dissolution plan to LAFCO.  LAFCO was not required to respond to 
the 2008 Grand Jury report. The District’s response to the Grand Jury recommendation was that the 
recommendation will not be implemented because it is not warranted or reasonable.  Further, that 
the District does not intend to create a plan for dissolution; instead, it will complete its strategic plan 
for 2008 and contribute $250,000 to better serve the health of the community.  In reviewing the 
District’s financial records, it does not appear that the MDHCD has spent $250,000 on community 
health-related services/activities.  
 
More recently, on April 26, 2011, the Grand Jury issued Report No. 1104, “Elected Board 
Membership.”  This report provides information pertaining to annual expenditures for elected 
officials in the County, including salary/meeting fees, health insurance, pension/deferred 
compensation, life insurance premiums, car allowance/mileage, cell phone/internet access, and 
travel/conference.   The report covers all 19 cities and the 27 largest independent special districts that 
have their own directly elected boards.  The study revealed significant compensation disparities 
among the elected councils and boards.  
 
MDHCD was among the 27 special districts included in Grand Jury Report No. 1104.  According to 
the report, MDHCD does not pay its Board members salary or meeting fees.  However, MDHCD is 
one of nine (of 27) independent special districts that pays health insurance benefits to its Board 
members/retirees.  The Grand Jury report also notes that the average annual amount spent for each 
Board was $34,784.  The MDHCD annual amount spent on its Board is $42,498, which exceeds the 
average of the 27 districts surveyed.  Grand Jury reports are available online at http://www.cc-
courts.org or through the LAFCO office. 
 
LAFCO Municipal Service Review - In August 2007, LAFCO completed the Public Healthcare 
Services Municipal Service Review (MSR) and corresponding Sphere of Influence (SOI) updates for 
the Los Medanos Community Healthcare District, Mt. Diablo Health Care District, and West Contra 
Costa Healthcare District. The MSR report identified a number of concerns and recommendations 
relating to the MDHCD, including the following: 

http://www.cc-courts.org/�
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• The District’s expenses are board-related and administrative in nature.  Due to the high cost of 

the lawsuit filed by the District against JMH (birthing center), the District’s budget was severely 
impacted.  Between 2002 and 2005, the District’s legal expenses totaled $465,000.  The District 
should re-examine its role within the community and the opportunities that are available to 
provide healthcare benefit.     

• Due to the post-retirement benefit structure, there are expenses that cannot be significantly 
reduced.  At a minimum, MDHCD should pursue opportunities to participate in Joint Powers 
Insurance agreements and other programs to reduce liability and medical insurance costs. 

• The MDHCD should focus its resources on addressing health issues and providing measurable 
benefits. 

• The County is opening a new health center in the District; there may be opportunities for the 
MDHCD board to leverage its resources to support the health center. 

 
In addition to concerns and recommendations, the MSR report identified four government structure 
options for MDHCD as summarize below: 
 

1. Maintain the status quo, including an option for periodic updates to LAFCO 
2. Dissolve the MDHCD 
3. Consolidate the MDHCD with the Los Medanos Community Healthcare District 
4. Dissolve the MDHCD and form a subsidiary district of limited powers 

 
The MSR report noted that should dissolution of the MDHCD be pursued, sufficient safeguards and 
contingencies would need to be established relating to the Community Health Fund and early 
termination of the Community Benefit Agreement.   
 
The MSR report identified potential advantages and disadvantages of dissolution.  Potential 
advantages include a reduction in District costs associated with elections, board expenses, and 
administration.  Potential disadvantages of dissolution are that the property tax revenues that accrue 
to the District would be redirected to other entities, and would likely be lost to health care, in general.  
 
As noted in the MSR report, dissolution of a health care district requires an in-depth study, 
identification of an appropriate successor agency, development of terms and conditions, LAFCO 
approval, and ultimately voter approval.  Pursuing dissolution (or reorganization) without the support 
of residents or the governing board typically increases the time and effort involved. 
 
The MSR report recommended that LAFCO retain the existing SOI for MDHCD and included a 
recommendation that the District be required to report back to LAFCO within specified time periods 
(e.g. annually) on the progress being made on resolving key issues such as providing support for 
healthcare services and programs and leveraging District resources to address identified healthcare 
care issues within the District.  
  
In August 2007, the Commission approved the MSR report and adopted a resolution retaining the 
existing SOI for the MDHCD. The LAFCO SOI resolution included a provision requiring the District 
to provide LAFCO with annual updates regarding its progress in addressing the issues identified in 
the MSR report, and specifically, on programs and services that address healthcare issues and needs 
identified in the Contra Costa County countywide healthcare assessment.  
 



 

 

In October 2008, MDHCD provided LAFCO with its first annual progress report (Exhibit B). The 
report provided a listing of seven grants jointly approved by the MDHCD and JMH, with the 
majority of grant funding coming from JMH.  Since October 2008, LAFCO has received no further 
progress reports from MDHCD. 
 
 
GOVERNANCE OPTIONS 
 
For the past 10 years, ongoing concerns regarding MDHCD - its finances, operations, governance, 
and minimal provision of health care services – have been raised by various agencies, including 
LAFCO.  The LAFCO MSR identified several governance options for MDHCD, including 
consolidation, reorganization, and dissolution. 
 
LAFCO has the statutory authority to initiate consolidations (i.e., joining of two or more cities or 
districts), dissolutions (i.e., terminating the existence of a district), mergers (i.e., termination of a 
district of limited powers by the merger of that district with a city), and establishing a subsidiary 
district (i.e., a district of limited powers in which the city council serves as the ex officio board of 
directors of the district).  
 
Each of these actions has its own set of procedure and processes.  For an overview of these types of 
reorganizations, please refer to the 2008 white paper by CALAFCO entitled “The Metamorphosis of 
Special Districts” available online at www.calafco.org. 
 
These types of reorganizations are usually complex and costly. As an example, the following are 
procedures relating to district dissolution. 
    
Initiation - Dissolution may be initiated by a petition of landowners or voters, by the District, or by 
LAFCO.  
 
Special Study - Dissolution may be initiated by LAFCO if it is consistent with a recommendation or 
conclusion of a study prepared pursuant to Government Code §56378, §56425, or §56430.  The 
LAFCO MSR contained some of the information to support a dissolution or reorganization; however, 
additional analyses would be needed to address other issues, including fiscal (i.e., assets, liabilities) 
and legal issues associated with the Community Benefit Agreement with JMH.  
 
LAFCO Determinations - Government Code §56881(b) requires LAFCO to make both of the 
following determinations with regard to a proposed dissolution: 
 

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, and 

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

 
Public Hearings – LAFCO is required to hold two public hearings on a proposed dissolution.  
For any proposal initiated by the Commission, the protest hearing will be held in the affected 
territory. 
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Effects of Dissolution – LAFCO may set specific terms and conditions of the dissolution (Gov. 
Code §§57451, 56886), 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.  
 
Vote of the People - Typically, LAFCO is not required to place dissolution of a district before 
the voters, unless the requisite number of written protests has been filed.  However, dissolution 
of a health care district is subject to confirmation by the voters (Gov. Code §57103); thus an 
election is required.  In the case of a district dissolution, election costs are paid from the 
remaining assets of the dissolved district, or by the district proposed to be dissolved if dissolution 
proceedings are terminated.  
 
The above discussion provides a summary of the key components of a district dissolution.  Other 
governance options, such as consolidation, merger and forming a subsidiary district, have 
similarly complex procedures. 
  
RECOMMENDATION 
 
Discuss and provide direction as appropriate. 
   
Sincerely, 
 
 
 
LOU ANN TEXEIRA 
EXECUTIVE OFFICER 
 
Exhibits: 
A – Correspondence from Contra Costa Taxpayers Association dated May 2, 1011 
B – Annual Progress report from Mt. Diablo Health Care District dated October 9, 2008 
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May 2, 2011 
 
 
 
Contra Costa Local Agency Formation Commission 
c/o Lou Ann Texeira, Executive Officer 
651 Pine Street 
Martinez, CA   94553 
 
Re:  Recommended Dissolution of the Mt. Diablo Health Care District 
 
Dear Commissioners: 
 
We have recently reviewed the Mt. Diablo Health Care District 
(District) operations in light of issues raised in your 2007 Municipal 
Service Review (MSR) for public healthcare services.  While the 
District does provide some benefits, we believe that the District has 
failed to deliver sufficient quantifiable benefits to the community to 
justify the costs of its ongoing operations.  Further, the District’s past 
commitments to improve its results have not been met.   
 
While dissolution of the District has been recommended by past and 
current District board members as well as by three Contra Costa 
County grand juries, it is apparent that the District board is unwilling 
to consider dissolution.  After consideration of the available 
information, we have concluded that the District will have to be 
dissolved.  
 
The purpose of this letter is to summarize our concerns and urge the 
Commission to begin the process that would lead to dissolution of 
the District, as permitted within the scope of its authority. 
 
BACKGROUND 
 
The District was formed in 1948, when voters approved a special 
parcel tax to build the Mt. Diablo Community Hospital.  The District 
encompasses Concord, Martinez, unincorporated Clyde and 
Pacheco, and portions of Lafayette and Pleasant Hill.  The District is 
governed by a five-member elected Board, though most Board 
vacancies are filled by direct appointment and vacant seats seldom 
have been contested. 
 
In 1997 the hospital and other District assets were transferred to 
John Muir Health, pursuant to a community benefit agreement.  
Since then, the District has not owned or operated a hospital, 
provided medical services of any kind, nor does it control the Board 
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of Directors of John Muir Health or the Community Health Fund established by the 
community benefit agreement. 
 
The primary source of District income is property taxes. Those have declined as property 
values have fallen.   
 
During the past decade, three Contra Costa County Grand Jury reports have 
recommended dissolution of the District due to its lack of purpose and a track record of 
negligible results in producing community healthcare benefits.  LAFCO’s 2007 MSR 
presented dissolution of the District as an alternative for consideration, stating: 
 

It might not be possible for the District to survive given its limited contribution to 
healthcare with District funds . . . However, if it were to survive, the District’s board should 
be encouraged to build on its strategic planning efforts and strengthen its focus on 
wellness and healthcare education for the District’s residents. 

 
In the three years since LAFCO’s issuance of its MSR, the District has failed to produce 
benefits commensurate with the tax revenue it receives.  Concerns include the lack of a 
clearly defined/funded mission, questionable policies, the large percentage of funding 
devoted to administration, and ongoing conflicts both internally and with John Muir 
Health.    
 
 

SUMMARY OF CONCERNS 
 

     
We are including just the major concerns and have attached documentation that 
illustrates these problems.  We will be happy to discuss these and other issues further.
  
 
1. The District uses much of its income to sustain itself rather than to benefit the 

community.  We would like to see the tax dollars put to better use, particularly given 
the current economy. In 2009 the District received $267,630 in property tax revenue, 
representing 89% of its annual income.  The District also received an annual subsidy 
of $25,000 from John Muir Health, which represented 8% of its 2009 annual income. 
See Attachment 1 for the expense distribution – note that during that year only 25% 
was spent on programs and community outreach. Attachment 2 shows the 2011 
budget. 

 
2. The District has a significant liability due to the granting of lifetime health and dental 

insurance benefits.  Although this benefit is no longer offered to board members, as 
of the last available actuarial analysis, the December 31, 2008 unfunded liability was 
$733,798.  Currently, there is no plan to deal with this issue. In a conversation with 
Chair Ellis, she revealed that she does not view this liability as a “real” one. There is 
a new evaluation in process although at the April 7, 2011 District Board meeting it 
was reported that there had been no response to Chair Ellis’ inquiries to the actuary.  
See Attachment 3. 

  
3. Frequent board turnover and perennial internal disputes among board members 

regarding District’s purpose and potential dissolution has resulted in a dysfunctional 
and ineffective organization. This has been observed and can be documented by 
memos if requested. On more than one occasion during the past year Board Chair 
Ellis failed to prepare meeting agendas in a manner consistent with District rules, 



outright refusing to agendize items for discussion as requested by board members 
(most notably, District dissolution).  Specifically, when board turnover occurred in 
2010 board agendas were manipulated to defer discussion of certain items such as 
District dissolution until after new board members were seated.  

 
4. Financial procedures seem to lacking or not observed. For example, at the April 

board meeting a motion was made and seconded to give $5,000 to the “Come to the 
Table” event that is to be held locally. This item was not specifically listed in the 
agenda and nobody had come from the program.  They had appeared at the previous 
meeting where it had been discussed that a grant should be applied for. I asked what 
the criteria was for giving out this money such as a budget, other sponsors secured, 
etc. I was simply given a pamphlet for the event. It was indicated that there was no 
procedure for smaller sums like $5,000. They have a grant procedure for larger 
amounts. The vote was 2-2 and the motion failed.   

  
5. In a related financial procedures incident, Board member Gregory Lemmons, who 

has since resigned, was able to withdraw funds from the District’s account. This issue 
was covered in the Contra Costa Times on April 4 (see Attachment 4). Legitimate 
questions raised by Board member Frank Manske at the April 7 Board meeting were 
brushed aside by the Chair.  It is not simply the question of access to District funds, 
but the concern that Chair Ellis tried to replace some of the money. While well 
intended, this speaks to a lack of understanding that the potential misuse of taxpayer 
dollars would be a crime. Although this situation went on longer than it should have, 
Chair Ellis did eventually notify the DA and Board member Manske filed a police 
report. See Attachment 5.   

 
6. The District continues to engage John Muir Health/Mt. Diablo Community Health 

Fund in a series of disputes. A sampling of recent communications can be found in 
Attachment 6. These exchanges are consuming legal and staff time and are 
counterproductive to any efforts to forward the mission of advancing community 
health benefits.   

 
 
CONCLUSION 
 
We acknowledge that the process for dissolution of the District is complex, lengthy, and 
potentially politically-charged.  However, we urge the Commission to move forward with 
the requisite study and planning without delay.  District revenues can, and should, be 
redirected to purposes that are responsive to community needs, rather than continuing to 
be used in support of a government agency structure whose primary purpose is to 
perpetuate its own existence.  In the current economic climate of diminished resources, 
District residents deserve better than what the Mt. Diablo Health Care District can provide 
through use of property tax revenues. 
 
We will be pleased to answer any questions regarding this letter.  Thank you in advance 
for your consideration of this matter. 
 
Sincerely, 

 
Kris Hunt 
Executive Director 



 
 
Attachments: 
 

1.  2009 District Expense and Income Distribution.  
2.  2011 District Budget and year-to-date expenses 
3.  Retiree Health and Dental Unfunded liability as of December 31, 2008 
4.  Contra Costa Times article April 4, 2011. 
5.  Letters related to Gregory Lemmons 
6.  Letters related to John Muir/District issues 
7.  Contra Costa Grand Jury Report No. 0101 dated 2000-2001 
8.  Contra Costa Grand Jury Report No. 0309 dated 2002-2003 
9.  Contra Costa Grand Jury Report No. 0806 dated 2007-2008 

 
 
 

cc:   Grace Ellis, Chair MDHCD 
       Contra Costa Grand Jury 

        Contra Costa Times   
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CONTRA COSTA COUNTY GRAND JURY 

2000-2001 

REPORT NO. 0101 

Mt. Diablo Health Care District 

BACKGROUND 

Mt. Diablo Health Care District (District), previously called Mt. Diablo Hospital District, was 

chartered November 26, 1948, by the California State Legislature. It operated under the powers 

granted in the California Health and Safety Code �32121. The District purchased a hospital built 

from a home on East Street in Concord in 1952. In 1960, the District constructed Concord 

Community Hospital. This hospital was expanded in 1980 and the name changed to Mt. Diablo 

Medical Center. 

A Community Benefit Agreement dated August 6, 1996, was jointly drawn between Mt. Diablo 

Health Care District and John Muir Medical Center, a private non-profit organization. Subject to 

the approval of the voters, the parties agreed to merge the facilities of Mt. Diablo Medical Center 

with those of John Muir Medical Center to form John Muir-Mt. Diablo Health System (System). 

A referendum election was held November 5, 1996, on Measure MM to approve the merger. It 

was approved by the voters. Assets and liabilities of Mt. Diablo Medical Center were transferred 

to the System in January 1997. The agreement is subject to renewal in 2049. 

As a part of the Community Benefit Agreement, John Muir-Mt. Diablo Community Health 

Benefit Corporation (Corporation) was founded. The Corporation is funded by John Muir-Mt. 

Diablo Health System with $1,000,000 per year for grants and up to $200,000 for administrative 

costs. The Corporation is a private, non-profit institution and not a public agency. The general 

objective of the Corporation is to address unmet health needs, within the meaning of SB697, for 

the area served by the System. Mt. Diablo Health Care District does not direct the Corporation's 

functions nor financially contribute to it. 

FINDINGS 

1. Currently, Mt. Diablo Health Care District does not operate any health care facility nor 

provide assistance in the operation of health facilities nor any other medical services to its 

constituents. 

2. In the Community Benefit Agreement, Mt. Diablo Health Care District has limited identified 

duties. These are: 

a. To perpetuate itself as the body to reclaim the assets the District transferred in the merger, 

should that merger fail. 

b. To approve payments from two small pension funds to former District employees even though 

the merged System processes requests and payments. 

http://www.cc-courts.org/_data/n_0038/resources/index.htm
http://www.cc-courts.org/_data/n_0038/resources/live/0001rpt.htm
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c. To nominate five members to the board of the John Muir-Mt. Diablo Community Health 

Benefit Corporation. With only one exception, the District Board has nominated its own 

members. 

d. To accept or reject, but not nominate, half of the sixteen John Muir-Mt. Diablo Health System 

Directors; the eight required to reside or have their principal place of business within the District 

boundaries. No rejections have been exercised to date. 

3. Mt. Diablo Health Care District Board members are compensated with a $100 stipend for each 

Board or Committee meeting they attend up to a maximum of $500 each month. Board member 

stipend compensation in 1999 averaged $3160 per member. 

4. After 12 years of service on the Mt. Diablo Health Care District Board, the Directors become 

entitled to lifetime post retirement benefits: medical, dental and life insurance funded out of the 

District's tax revenues. As of this writing, all current Board members will qualify for these 

lifetime benefits which had an annual cost of $70,205 (1999 audit report). 

5. The following financial statistics were included in the Mt. Diablo Health Care District's 

calendar year 1999 audit report performed by Brokstein & Rosen, Certified Public Accountants, 

Walnut Creek, CA. 

   

Income 1999 

 

$137,910 From property taxes 

11,838 Interest on reserves 

25,000 
Annual subsidy from the John Muir-Mt. Diablo Health 

System 

------------- 
 

$174,748 Total Income 

======= 
 

Distribution of Funds 1999 
 

$112,509 Board Operating Expense 

10,000 Community Support 

142 Miscellaneous 

------------- 
 

$122,651 Total Expenditures 

------------- 
 

52,097 Cash and Reserves 

------------- 
 

$174,748 Total Distribution 

======= 
 



 

6. Board elections are held every two years and the District is responsible for the associated 

costs. There was no election in 1999 and, therefore, no election costs. In 1998, election costs 

were $53,474. In 1999, even without election costs, money spent to maintain Mt. Diablo Health 

Care District Board of Directors was 91.7% of the total expenditures. Expenditures made to 

maintain the Board include office expense, professional fees, stipends, travel, health and life 

insurance, and retirement. 

7. At year end 1999, the financial assets of Mt. Diablo Health Care District were $437,568 of 

which $199,396 were reserves for Board members' post retirement benefits. 

8. Mt. Diablo Health Care District Board has established contact with Los Medanos Community 

Hospital District and West County Health Care District. A Joint Powers Agreement "to develop 

regional health education and planning programs" has been discussed. No conclusive actions on 

this initiative have been taken. 

9. According to Government Code, dissolution of the Mt. Diablo Health Care District is subject 

to approval of the Local Agency Formation Commission of Contra Costa County (LAFCO). 

Application for LAFCO approval can be made either by a resolution adopted by an affected 

agency, which would include the County, or by a petition signed by a requisite number of 

residents of the District. 

10. California Government Code ��57450 and 57451 address the effects of the dissolution of a 

special district such as Mt. Diablo Health Care District. Upon dissolution, the successor agency 

would be the city in the affected area whose assessed valuation is the greatest. Based on Fiscal 

Year 2000 Assessors rolls, the City of Concord would become that agency and would assume all 

the duties and contractual obligations of the District. LAFCO could impose conditions. 

Dissolution will require an election to get the approval of the constituents of the District. 

11. When the Mt. Diablo Health Care District is dissolved, taxes would not necessarily be 

reduced. That portion of tax revenues allocated to the District would be distributed over the 

County ad valorem expenditures. 

CONCLUSIONS 

1. The Mt. Diablo Health Care District receives property taxes which are largely used to support 

the expense of the District Directors and their current and retirement benefits. 

2. With little success, Mt. Diablo Health Care District Directors have been searching since the 

merger for some tangible health related activity to perform. The community health services they 

are considering are already being provided by other organizations such as: The John Muir-Mt. 

Diablo Community Health Benefit Corporation, The John Muir-Mt. Diablo Health Network and 

the Community Health Institute. 



3. The original purpose of Mt. Diablo Health Care District of providing and operating a hospital 

is no longer justification for continuation of the District. 

4. Substantial financial resources intended for health related activities are not being utilized for 

these activities. 

RECOMMENDATIONS 

The 2000-2001 Contra Costa County Grand Jury recommends that: 

1. Mt. Diablo Health Care District be dissolved. 

2. Dissolution of Mt. Diablo Health Care District be initiated by each of the following: Board of 

Directors of the Mt. Diablo Health Care District; Contra Costa County Board of Supervisors, and 

Local Agency Formation Commission of Contra Costa County. 

2000-2001 INDEX 

GRAND JURY INDEX 
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CONTRA COSTA COUNTY GRAND JURY 

2002-2003 

REPORT NO. 0309 

Where Have All The Hospitals Gone?  

TO:   Contra Costa County Board of Supervisors  

    Contra Costa Local Agency Formation Commission  

    Los Medanos Community Healthcare District  

    Mt. Diablo Health Care District  

    West County Health Care District  

BACKGROUND 

Contra Costa County has three hospital districts now called "Healthcare Districts" (Los Medanos 

Community Healthcare District, Mt. Diablo Health Care District and West County Health Care 

District). All three Healthcare Districts were originally formed to oversee hospitals and their 

staffs and to provide community medical services. The Contra Costa County Civil Grand Jury 

has investigated the three districts and found that other organizations now oversee the 

community hospitals that the districts once owned and operated themselves. Although the 

Healthcare Districts have lost their original responsibilities, they remain in existence at taxpayer 

expense. 

FINDINGS 

1. All three Healthcare Districts were forced to lease or merge their hospitals due to 

bankruptcy or threat of financial insolvency. After filing for bankruptcy, Los Medanos 

Hospital District leased its hospital facility to Contra Costa County; West County 

Hospital District leased its hospital to Tenet Health Care, a for-profit corporation, and Mt. 

Diablo Hospital District merged with John Muir Medical Center, a private non-profit 

hospital group. After giving up control of their hospitals, the three districts were renamed 

"healthcare" districts.  

2. Today, none of the three Healthcare Districts provides direct hospital, physician, nurse, or 

emergency medical services.  

3. Budgeted Revenues and Expenses for 2003 are as follows:  

 
  Mt. Diablo     West County     Los Medanos     Totals  

Budgeted 2003 revenues:    $206,744    $2,300,000    $1,663,000    $4,169,744  

Budgeted 2003 expenses:  
    

Director expenses    97,233    121,996    12,000     231,229  

Legal fees & services    68,500    369,238    56,000    493,738  

Election expense, annualized    30,495    32,479    10,525    73,499  

Bond & bankruptcy obligations          1,388,000    1,388,000  

http://www.cc-courts.org/_data/n_0038/resources/index.htm
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ksibley
Typewritten Text
Attachment A-8



Salaries & benefits    unavailable    153,869    18,000    171,869  

Other expenses    2,700    446,640    39,000    448,340  

Community support    500    895,000    130,000    1,025,500  

Total expenses*     $199,428    $2,019,222    $1,653,525    $3,872,175  

4. *Total expenses differed from districts' budgets due to annualized 2002 election costs. 

Since elections are held every two years, this cost was split in two to be consistent with 

the other expense categories. 

5. The majority of the Healthcare Districts' annual revenues are used to pay for the districts' 

own administrative and operating expenses. These include fees paid to lawyers and 

accountants, election costs, board stipends, staff salaries, medical, dental and pension 

benefits and past bills owed for bankruptcy and bond repayment.  

6. In 2003, the budgeted legal fees and services alone in the three Healthcare Districts 

amount to $493,738.  

7. In recent years after obligations were paid, any remaining funds were used to award 

community support grants to local health programs as well as build up financial reserves. 

For example:  

a. Los Medanos has provided a grant to a local dental clinic to purchase two dental 

chairs and gives ongoing financial aid to a childhood eyeglass program. The 

board members are discussing involvement in a community educational program 

on obesity.  

b. In its 2003 budget, West County provides a contribution of $600,000 to a local 

clinic primarily funded by state and federal monies.  

c. Mt. Diablo allots $500 to community health services in its 2003 budget.  

8. The Healthcare Districts' boards of directors act as property managers, bond/bankruptcy 

administrators and grant allocators. They operate as foundations for the small percentage 

of discretionary funds remaining in their budgets.  

9. The Contra Costa County Health Services Department has responsibility for assessing 

healthcare needs within the County. It is also responsible for managing the medical 

facilities run by the County and for administering the County's healthcare programs.  

10. The offices of the Contra Costa County Auditor/Controller and Treasurer manage the 

County's finances, i.e., collect county revenues and pay county expenses and liabilities.  

11. The Contra Costa County Local Agency Formation Commission (LAFCO) is responsible 

for studying special districts and recommending dissolution when local districts become 

unnecessary or obsolete. Dissolution may also be initiated by a special district itself or by 

petition of the citizens of the district. A vote of the public is then required to complete the 

process.  

12. The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, which 

contains local agency formation commission law, provides for the designation of a 

Successor Agency whose sole purpose is to wind up the affairs of a dissolved district.  

CONCLUSIONS 

1. The three Healthcare Districts should not continue in their present form.  



2. Even though the three Healthcare Districts do not directly provide any healthcare 

services, they have publicly tried to justify their continued existence by claiming that they 

are "needed" healthcare providers under local control.  

3. Instead of being directly involved in managing and overseeing healthcare programs, the 

Healthcare Districts' boards of directors function as real estate trusts, bond/bankruptcy 

administrators and grant allocators.  

4. Following dissolution, the Contra Costa County Health Services Department can oversee 

each healthcare district's grant allocations.  

5. Following dissolution, the Contra Costa County Auditor/Controller and Treasurer can 

assume administration and management of the financial obligations of each district.  

RECOMMENDATIONS 

The 2002-2003 Contra Costa County Civil Grand Jury recommends that: 

1. The Contra Costa County Board of Supervisors and LAFCO initiate steps to dissolve the 

three Healthcare Districts.  

2. For the purpose of winding up the affairs of the Healthcare Districts, Contra Costa 

County be named as the Successor Agency.  

3. All taxes collected after dissolution of the Healthcare Districts be directed to existing 

healthcare programs in the communities in which the monies originated.  

2002-2003 INDEX 

GRAND JURY INDEX 
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Contact:   Jerry R. Holcombe 
                            Foreperson 
                            (925) 957-5879 

 
SHOULD THE MT. DIABLO HEALTH CARE DISTRICT 

BE DISSOLVED? 

The Sixty-Year-Old Agency Has Outlived Its Usefulness 
 

SUMMARY 

For the past four years, the Mt. Diablo Health Care District has spent virtually none of its 
revenue on health-related services for district residents.  Instead, the district’s board of 
directors dedicated nearly all of the $1.2 million in property tax revenue generated since 
2004 to administrative expenses.  Expenses included legal fees, election costs, insurance 
premiums, post-retirement costs, professional fees, and board member stipends. 
 
The district has not provided hospital, physician or emergency medical services of any 
kind since 1996.  Facing financial insolvency at that time, Mt. Diablo Hospital merged 
with John Muir Medical Center in Walnut Creek.  Since 1996, the former Mt. Diablo 
Hospital has served as the Concord campus of John Muir Health. 
 
While the Mt. Diablo Health Care District continues to receive annual property tax 
revenues, its role is limited to the delivery by volunteers of health-related services such as 
blood pressure screenings and educational brochures to the public. 
 
The Contra Costa County Grand Jury concludes that the evidence does not support the 
continued self-perpetuation of the health care district.  The grand jury believes the Mt. 
Diablo Health Care District should immediately begin the steps to dissolve the district. 
 
The complete report is available on the Contra Costa County Grand Jury website: 
www.cc-courts.org/grandjury
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CONTRA COSTA COUNTY GRAND JURY REPORT 0806 
 

SHOULD THE MT. DIABLO HEALTH CARE DISTRICT 
BE DISSOLVED? 

The Sixty-Year-Old Agency Has Outlived Its Usefulness 
 

TO: Board of Directors, Mt. Diablo Health Care District 
  
BACKGROUND 

In June 2003, the Contra Costa County Grand Jury investigated and reported on three 
health care districts, including the Mt. Diablo Health Care District (District).  Grand Jury 
Report 0309 concluded that the Mt. Diablo District was no longer fulfilling a useful 
mission and recommended that it be dissolved. 

The District, the county Board of Supervisors, and the Local Agency Formation 
Commission (LAFCO) rejected the recommendation. Detailed responses from all three 
agencies to the recommendation are included as part of Grand Jury Report 0401, pages 
43-64.  Reports 0309 and 0401 are available on the Contra Costa Grand Jury website: 
www.cc-courts/org/grandjury

Five years have passed, and the District remains in existence, supported almost entirely 
by property taxes.  This Grand Jury investigated the District again to determine whether 
there is good reason to justify its continued existence. 

FINDINGS 
 

1. The District was formed in 1948, and in the early 1950’s, acquired the 
Concord Community Hospital, later known as Mt. Diablo Medical Center.  
The District owned and operated the hospital until 1996. 
 

2. The District boundaries encompass the cities of Concord, Martinez, portions 
of Lafayette and Pleasant Hill, and adjacent unincorporated areas. 

 
3. The District is governed by a five-member Board of Directors (Board) elected 

by the voters within the District. 
 

4. In 1996, under threat of financial insolvency, the District transferred the Mt. 
Diablo Medical Center and all related property and assets to John Muir 
Medical Center (now John Muir Health), a private, non-profit corporation.  
Mt. Diablo Medical Center is now operated as the Concord Campus of John 
Muir Health. 
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5. Since 1996, the District has not owned or operated a hospital and has not 
provided hospital, physician or emergency medical services of any kind. 

 
6. The District has not had permanent, full-time employees for many years.  In 

March of 2008, a part-time clerical employee was hired.  The 2008 budget for 
this employee is $12,000. Board members have performed all District 
administrative tasks, and some Board members have been occasional 
volunteers disseminating health-related information and services in the 
community. John Muir Health provides the District with office, meeting, and 
conference space. 

 
7. The primary source of District income comes from property taxes levied on 

District homeowners and businesses.   The District also receives an annual 
$25,000 subsidy from John Muir Health. 

 
8. The District’s total annual revenues are as follows: 

 

Year  Property Tax Revenue   Total Revenue 

2004    $203,594       $236,783  

2005     223,369         266,869 

2006     255,649         296,638 

2007*       241,000         266,200 

2008*          241,000         266,000
Total five-year revenue:     $1,322,490** 
 
*Budgeted 

**Total revenues include miscellaneous income; e.g., interest earnings 
 

9. District administrative and operating expenses have consumed nearly all of its 
revenues over the past four years.  Expenses have included the cost of 
elections, legal and audit fees, Board member stipends, and the premiums for 
medical and dental insurance provided to current and retired directors.  A 
percentage of expense summary, based on audited financial statements, 
follows: 
 

 2004   2005   2006 

Post-Retirement Costs            0%      0%    46% 
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Election Costs                  40%      0%    24% 

Insurance      17%    45%    14% 

Professional Fees       4%    20%                 0% 

Legal Fees      27%    16%      9% 

Director Stipends       5%      7%      0% 

Other Expenses       7%                 12%                 7% 

Total:           100%           100%  100% 

 

10. In 2004, 2005, and 2006, the District did not spend any of its total revenues to 
provide or advance health care for the District’s taxpayers or residents.  The 
District spent 100% of its total revenues for administrative and operating 
expenses. 
 

11. Budget projections and unaudited accounting statements for a part of 2007 
reveal a similar pattern as that shown for 2004-2006; no money was spent for 
health care. 

 
12. Some District board members participated in volunteer activities during 2004-

2007 at no cost to the District.  For example, volunteers distributed health-
related brochures and conducted blood pressure screenings.  They offered 
such services a half dozen times in 2007 at community activities such as 
farmers’ markets.  District director volunteers also promoted an anti-truancy 
program for local students. 

 

13. The District claims credit for a single $5000 donation in 2007 to the nursing 
program at California State University East Bay. The purpose was a 
scholarship.  The donation was not a budget item, but represented re-directed 
funds that reportedly had been set aside for a director’s stipend. 

   

14. The scholarship donation is the only expenditure the District has made for a 
health-related purpose since 1996. 

 

15. On February 8, 2008, the District’s Board adopted a budget for calendar year 
2008.  The budget contains a line item allocating $70,000 to “community 
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Activities.”  No specific activities or projects were approved at the time the 
budget was adopted.   

 

16. The parties to the 1996 agreement between the District and John Muir Health 
continue to perform their obligations pursuant to their agreement. 

 

17. John Muir Health created a Community Health Fund pursuant to the 
agreement, to which it has made contributions of $1 million annually intended 
for community grants to improve public health. 

 

18. The District contends that under the terms of the 1996 agreement with John 
Muir Health, it has continuing responsibilities.  For example, the agreement 
provides that certain defaults by John Muir Health would result in termination 
of the agreement and permit the District to recover assets from John Muir 
Health, including the Mt. Diablo Medical Center building and property 
transferred by the District in 1996. 

 

19. There is no suggestion by the District in the public record, including the 
District’s submissions to LAFCO, that there is any reasonably foreseeable 
possibility of default by John Muir Health under the 1996 agreement that 
would trigger the rights reserved by the District to recover the hospital.  John 
Muir Health recently began a major addition to its Concord campus, an event 
that makes such a default highly unlikely. 

 

20. The District controls neither the board of directors of John Muir Health nor 
the Community Health Fund established through the 1996 merger agreement. 

 

21. The District and John Muir Health are currently negotiating another 
agreement. This proposal would establish a conduit to provide grant funds to 
the District to be passed through the District to selected organizations.  A one-
year agreement is likely. The District would incur administrative expenses in 
its role as a conduit for the grants. 

 

22. As part of the arrangements to secure the grant contract with John Muir 
Health, the District’s 2008 budget line item entitled “Community Activities” 
was increased from $70,000 to $130,000, effective May 1, 2008.  The District 
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also has plans to hire a part-time executive director to administer the 
anticipated grant program.  A new budget line item, also effective May 1, 
2008, allocates $39,996 for a “CEO/Administrator.”  As of that date, the 
District had not created a job description for the new position. 

 

23. The District’s revised budget, as of May 1, 2008, calls for a total annual 
operating budget of $328,300.  Anticipated 2008 revenues remain unchanged, 
at $266,200.     

 

24. The Contra Costa County Local Agency Formation Commission (LAFCO) is 
responsible for studying special districts and the services they provide.  
LAFCO accomplishes this by completing periodic Municipal Services 
Reviews (MSR).  Typically, the MSR process is completed every five years 
for special districts such as the Mt. Diablo Health Care District. 

 

25. In August 2007, LAFCO completed its MSR for the District.  While it did not 
recommend dissolution of the District, LAFCO recognized that additional 
scrutiny was warranted and directed the District to provide it with an interim 
report in 2008 on its activities and expenditures. 

 

26. Dissolution of the District may be initiated by either Board action or a petition 
of District voters. 

 

27. Upon dissolution, the District’s rights and obligations, both existing and 
contingent, would have to be taken over by another agency. 

 

28. The District has never adopted a plan for its dissolution, nor has the Board 
ever proposed a study of how to accomplish the District’s dissolution. 

 
 

CONCLUSIONS 

 

1. Since the last Grand Jury report in 2003, the District has not contributed any 
significant financial support to benefit the health and welfare of its residents.  It 
has collected and spent over $1.3 million of taxpayer money, virtually all of 
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which was used to pay for administrative and operating expenses--to perpetuate 
the District’s existence. 

 
2. The proposed grant donation agreement between the District and John Muir 

Health, which is likely to result in new administrative costs, including the salary 
and benefits of new staff, will not benefit the District. The District’s 2008 budget 
allocations for staff expense and its “Community Activities” appear to be 
unrealistic, especially since budgeted 2008 expenses exceed anticipated revenues 
by $62,000 (23%).   

 
3. During the course of its investigation, the Grand Jury did not find any instances of 

malfeasance, and does not imply that any such culpability exists.  Volunteer 
activities are commendable, but they do not require the cachet of a government 
agency. 

 
4. Public officials who preside over obsolete organizations like the Mt. Diablo 

Health Care District need to act responsibly and provide for the agency’s demise, 
including the orderly and efficient transfer of assets to, and assumption of 
liabilities by, successor agencies. 

 
RECOMMENDATIONS 

The 2007-2008 Contra Costa County Grand Jury recommends that: 

1. Within six months of this report, the District’s Board of Directors drafts a 
written plan for the dissolution of the District.  The dissolution plan should 
include: 

 
a. A detailed task list, including time estimates for completion, of all steps 

required to complete the dissolution in an orderly and efficient manner. 
 

b. Identification of problems related to District obligations to provide health 
insurance benefits to present and former District Board members, and 
recommended solutions to those problems. 

 
c. Identification of all possible future events that likely would be necessary 

to create either rights in, or obligations of, the District under the 1996 
agreement with John Muir Health or any other long-term contracts. 

 
d. Evaluations of other public agencies that are qualified to act as successors 

to the District in connection with any possible future events or 
transactions, and corresponding rights and obligations. 

 
2. Within six months of this report, the District submits the                    

dissolution plan to LAFCO as part of the report required by that agency 
during the District’s 2007 Municipal Services Review. 
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REQUIRED RESPONSES 

Findings: 

 Mt. Diablo Health Care District: 1 through 28 

 

REQUIRED RESPONSES 

Recommendations: 

 Mt. Diablo Health Care District: 1 and 2  
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