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PUBLIC NOTICE 

CITY OF ALAMEDA HEALTH CARE DISTRICT BOARD OF DIRECTORS  

SPECIAL MEETING AGENDA 

MONDAY, JUNE 17, 2013 

6:30 p.m. (OPEN) 
 

Location: Alameda Hospital (Dal Cielo Conference Room) 

2070 Clinton Avenue, Alameda, CA 94501 
Office of the Clerk: (510) 814-4001 

 

Members of the public who wish to comment on agenda items will be given an opportunity before or during the consideration of each agenda item. Those 
wishing to comment must complete a speaker card indicating the agenda item that they wish to address and present to the District Clerk.  This will ensure your 
opportunity to speak.  Please make your comments clear and concise, limiting your remarks to no more than three (3) minutes.    

I. Call to Order         J. Michael McCormick 

II. Roll Call          Kristen Thorson 

III. General Public Comment 

IV. Regular Agenda 

A.  Action Items  

 1) Approval of Resolution 2013-3K: Approving Proposed Non-
Binding Letter of Intent to Explore Affiliation of the City of 
Alameda Health Care District (Alameda Hospital) with Alameda 
Health System and Authorizing the Chief Executive Officer to 
Execute and Deliver the Letter of Intent to Alameda Health 
System 

[enclosure] (pages 2-36) 

Deborah E. Stebbins 

V. General Public Comments 

VI. Board Comments 

VII. Adjournment 
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Date:     June 14, 2013     
 
For:  June 17, 2013 Special District Board Meeting 
 
To:  City of Alameda Health Care District, Board of Directors  
 
From:  Deborah E. Stebbins, CEO 
    
SUBJECT:   Approval of Resolution 2013-3K: Approving Proposed Non-Binding Letter 

of Intent to Explore Affiliation of the City of Alameda Health Care District 
(Alameda Hospital) with Alameda Health System and Authorizing the 
Chief Executive Officer to Execute and Deliver the Letter of Intent to 
Alameda Health System 

 

 
Recommendation:   

 
Management recommends that the Board of Directors approve a proposed non-binding 
Letter of Intent to explore affiliation of the City of Alameda Health Care District (Alameda 
Hospital) with Alameda Health System (AHS) and authorize the Chief Executive Officer 
to execute and deliver the Letter of Intent to Alameda Health System. 
 
Background: 
 
At Strategic Planning Retreats in 2010 and early 2012, in an effort to plan for new 
programs and services for Alameda hospital, the Board of Directors of the City of 
Alameda Health Care District conducted an assessment of the local health care 
environment and marketplace, including the strategic positioning of Alameda Hospital.   
One of the conclusions of these planning sessions was that, in order to be sustainable 
over the long term, Alameda Hospital would need to affiliate with a suitable health care 
organization or system.  Additionally, the Board defined criteria for an ideal affiliation 
partner.  These included a common mission, vision and values, financial strength 
necessary to provide access to capital, source of potential new volume and revenue for 
Alameda Hospital, and geographic compatibility.  Also, importantly, a potential affiliation 
partner would need to commit to maintaining an Emergency Care Center and acute 
inpatient services at Alameda Hospital, be prepared to support the capital needs of the 
Hospital, including investments in seismic and other regulatory requirements, and agree 
that Alameda parcel taxes would continue to used exclusively for the benefit of Alameda 
Hospital capital and operating requirements. 
 
Management was charged with exploring an interest in affiliation with other 
organizations.  Over the course of approximately six months, discussions proceeded 
with numerous organizations and systems.  In late 2012, discussions between the 
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CEO’s of Alameda Hospital and Alameda County Medical Center (now Alameda Health 
System) resulted in recognition that there was significant potential synergy between the 
two organizations.  In January, 2013, a Steering Committee comprised of Board, 
Medical Staff, management and legal counsel representatives began to meet on a 
frequent basis to discuss the merits and terms of such an affiliation.  A consulting firm, 
Kaufman Hall, was hired jointly by the organizations to facilitate these discussions.   
Additional work groups with representatives of both organizations were formed to advise 
the Steering Committee on various aspects of an affiliation, including:  Service Work 
Flow, Medical Staff, Human Resources, Financial Implications, and Communications. 
 
The terms contained in the Letter of Intent proposed by AHS are the results of the work 
of the Steering Committee and work groups. 
 
Discussion: 

 
Financial projections completed by management before the affiliation discussions with 
AHS began, and which were updated as a part of the work of the Steering Committee, 
confirm that Alameda Hospital will not be sustainable even in the near term without 
entering into an affiliation.  The expiration of the Kaiser contract in April, 2010 resulted 
in a loss of $10 million in net revenue.  While significant expense reductions were made 
to offset this loss, it was not possible to completely neutralize this loss without impacting 
patient care and services.  While entering into contracts with other organizations was 
evaluated, the Kaiser experience illustrated that contracting relationships alone, without 
the reinforcement of meaningful formal organizational affiliation, would simply leave the 
Hospital vulnerable to future contract changes. 
 
Over the last year, we have successfully implemented three new important specialty 
programs through the opening of the Kate Creedon Center for Advanced Wound Care, 
the acquisition of Waters Edge Skilled Nursing Facility and the development of the Bay 
Area Bone and Joint Center.  These very important programs have significantly 
modulated our losses, but on their own are not enough to sustain the Hospital over the 
long term.  Further, we have minimized losses over the last three years through wages 
for our employees which have been either reduced or frozen and through slowing our 
payments to vendors.  These strategies, while necessary for financial survival, are also 
not sustainable or fair to our employees and vendors over the long term. 
 
The AHS proposal meets essentially all of the criteria sought in an affiliation partner, 
including their commitment to infuse significant capital into Alameda Hospital for 
seismic, information technology, deferred plant and maintenance needs and working 
capital.  In addition, AHS has the need for more capacity in surgery and for medical 
inpatient beds that will add volume and revenue to the Hospital.  AHS has made a firm 
commitment to retain the Emergency Care Center and acute care services and 
acknowledges that the parcel tax revenue must remain dedicated to the exclusive 
needs of Alameda Hospital.  The District Board will continue to collect and control the 
appropriation of the parcel tax.  Finally, District Board representation will be provided for 
on the AHS Board and major Board Committees. 
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 Supporting Documentation / Enclosures: 
 

1. Resolution 2013-3k: Approving Proposed Non-Binding Letter of Intent to Explore 
Affiliation of City of Alameda Health Care District (Alameda Hospital) with 
Alameda Health System and Authorizing the Chief Executive Officer to the 
Execute and Deliver the Letter of Intent to Alameda Health System  

(pages 5-6) 
 

2. Proposed Non-Binding Letter of Intent from Alameda Health System  

(pages 7-19) 

 
3. Presentation Document: Alameda Hospital at a Crossroads: A proposal to 

consider Strategic affiliation with Alameda Health System  

(pages 20-36) 
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RESOLUTION NO. 2013-3K 

A RESOLUTION OF THE BOARD OF DIRECTORS OF 

CITY OF ALAMEDA HEALTH CARE DISTRICT 

* * * 

APPROVING PROPOSED NON-BINDING LETTER OF INTENT TO EXPLORE 

AFFILIATION OF CITY OF ALAMEDA HEALTH CARE DISTRICT (ALAMEDA 

HOSPITAL) WITH ALAMEDA HEALTH SYSTEM 

AND AUTHORIZING THE CHIEF EXECUTIVE OFFICER TO THE EXECUTE AND 

DELIVER THE LETTER OF INTENT TO ALAMEDA HEALTH SYSTEM 
 
 

WHEREAS, The City of Alameda Healthcare District (AHD) Board of Directors has 
received a proposal from Alameda Health System (AHS), a newly formed public health care 
system, to begin the process of negotiating an agreement to join AHS as a member of the new 
system (the “Proposal”). 

 
WHEREAS, As public institutions, AHD and AHS share common goals to improve 

access and increase quality of care for the community, while development of the AHS system will 
position participating facilities, such as Alameda Hospital, to compete effectively under health care 
reform, including serving new patients through the health care exchange and expanded Medi-Cal 
programs 

 
WHEREAS, Since 2010, the AHD Board has been critically assessing and evaluating 

both the state of the competitive local and regional healthcare market, and the outlook for the 
future, and the options available to Alameda Hospital to effectively compete and remain viable. 
 

WHEREAS, While new program development has contributed positively to the Hospital, 
the current financial state is unsustainable without an organizational partner 

 
WHEREAS, After significant discussion and deliberation, the AHD Board directed 

management to proceed with detailed discussions with AHS to determine if there was a mutually 
beneficial arrangement which would achieve, at a minimum, the following goals: 

 

 Guarantee an Emergency Care Center and acute care hospital on the island without 

reducing the services available locally to residents; 

 Provide funding for regulatory and seismic compliance requirements; and 

 Keep authority and control of the parcel tax with the AHD Board, while still providing 

exclusively for the capital and operating needs of Alameda Hospital. 

 

WHEREAS, This Board believes that entering into a non-binding Letter of Intent, as set 

forth in the Proposal, offers AHD and the citizens of Alameda the opportunity to preserve local 

access to acute care health services and otherwise to achieve the aforementioned goals. 
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Resolution 2013-3K 

Page 2 

 

 

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors that City of 

Alameda Health Care District accept the proposal from Alameda Health System to enter into a 

non-binding  Letter of Intent to begin the process of exploring a formal affiliation with Alameda 

Health System in accordance with the terms set forth in the Proposal. 

 

RESOLVED FURTHER, that the Chief Executive Officer of the District be, and hereby 

is, authorized (a) to execute and deliver the Proposal in the form presented to this Board, (2) to 

negotiate and execute the instruments documenting the proposed Line of Credit, (3) to pursue 

negotiation, on behalf of the District, of any and all documents necessary to effectuate the 

proposed affiliation, all subject to final review and approval by this Board, and (4) to take such 

other actions as may be necessary or convenient in order to accomplish the foregoing. 

PASSED, APPROVED AND ADOPTED at a regular meeting of the Board held on the 

17
th
 day of June, 2013 by the following vote, to wit: 

 

AYES:   

NOES:   

ABSTENTION:   

ABSENT:   

 

 

 

 

      

J. Michael McCormick  

President  

 

 

 

ATTEST: 

 

 

 

      

Tracy Jensen  

Secretary 
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ALAMEDA HOSPITAL 

AT A CROSSROADS: 
A PROPOSAL TO CONSIDER STRATEGIC 

AFFILIATION WITH ALAMEDA HEALTH SYSTEM

Materials for the City of Alameda Health Care District 
Special Meeting: June 17, 2013 20



Outline

2

 What’s happening on June 17, 2013?

 How did we get here?

 Why did the AHD Board think an affiliation was necessary?

 Where did the proposal from AHS come from?

 Why did the AHD Board think that AHS might be a good affiliation?

 How will Alamedans benefit from an affiliation with AHS?

 What is the impact for Alameda Hospital Employees and Medical Staff?

 How will AHS benefit from an affiliation with AHD?

 What about the parcel tax?

 What exactly is in the proposal?

 What happens next?
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What’s happening on June 17, 2013?

3

 The City of Alameda Healthcare District (AHD) Board of 
Directors received a proposal from Alameda Health System 
(AHS), a newly formed public health care system, to begin 
the process of formally joining AHS as a member of the new 
system

 The AHD Board will evaluate and discuss this proposal in a 
special board meeting on June 17, 2013

 If the AHD Board accepts the proposal it will become a     
non-binding Letter of Intent (LOI) 

 LOI is the first step in a formal, open, public exploration and due 
diligence process to develop all the details for a definitive 
agreement between AHD and AHS
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How did we get here?

4

 In 2010, the AHD Board conducted a closed session strategy 
discussion, with a leading health care strategy consultant, to 
explore new programs and services and how they might be 
delivered and to critically assess and evaluate the following: 

 The state of the competitive local and regional healthcare market and the outlook 
for the future

 The options available to Alameda Hospital to effectively compete and remain 
viable

 Expiration of Kaiser Contract demonstrated impact of a serious 
reduction in volume and revenue

 Several things emerged from that session – and the AHD Board 
directed Alameda Hospital management to begin working on 
options:

 Expanding programs and services at Alameda Hospital to meet local and regional 
needs, and to fully utilize capacity 

 Explore affiliation and merger opportunities with larger health care organizations23



How did we get here? (cont’d)

5

 These strategic priorities were reaffirmed by the AHD Board 
in a follow up strategy session in March, 2012

 Criteria were formulated for an ideal affiliation partner

 Alameda Hospital management has continued to work on the 
directives and strategic priorities, and the community has 
seen the results

 Bay Area Bone and Joint Center

 Kate Creedon Center for Advanced Wound Care

 Alameda Hospital at Waters Edge Skilled Nursing Facility

 The exploration of appropriate affiliation partners has taken a 
significant amount of time

 Management pursued discussion with over a dozen 
organizations
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Ideal Affiliation Criteria

6

 AHD Board identified criteria for the ideal affiliation partner:

 Shared mission and values

 Access to capital

 Assistance with building third party contracting strength

 Ease of legal affiliation structures 

 Source of referral workload to utilize unused capacity and support 
Alameda Hospital infrastructure

 Willingness to commit to retention of core services at Alameda 
Hospital

 Geographic fit
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Why did the Board think an affiliation 

was necessary?
7

 In 2010 AHD Board discussed competitive and market forces 
(health care reform, local and regional market consolidation) 
which are still true today

 Pressures to affiliate are more imperative under health care 
reform

 While new program development has contributed positively to 
the hospital, the current financial state is unsustainable 
without an organizational partner

 Can no longer expect employees to go without compensation 
increases

 Can no longer expect vendors to tolerate delays in payment

 More volume is needed to sustain our infrastructure
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Where did the proposal from 

AHS come from?
8

 Discussions with potential affiliation partners were inconclusive until 
late 2012, when it became clear that the newly forming Alameda 
Health System could be the partner to provide the support that 
Alameda Hospital was seeking

 After significant discussion and deliberation, the AHD Board directed 
management to proceed with more detailed exploratory discussions 
with AHS and to form a Steering Committee (with Board, Medical 
Staff and management representation) for that purpose, subject to 
three essential conditions of an affiliation agreement:

 Guarantee an Emergency Care Center and acute care hospital on the island

 Funding for regulatory and seismic compliance requirements

 Authority and control of the parcel tax by AHD Board exclusively for the capital 
and operating needs of Alameda Hospital  

 The proposal from AHS is the result of the work that the AHD Board 
directed the Steering Committee to undertake 27



Why did the AHD Board think that AHS 

might be a good affiliation?
9

 Alameda Health System is emerging as a new regional health network 
and includes:

 Fairmont Hospital

 Highland Hospital

 John George Psychiatric Hospital

 Wellness Centers:  Eastmont, Hayward, Highland, Newark

 San Leandro Hospital (currently under consideration for 10/13)

 Alignment of Mission, Vision and Values: As public institutions, we 
share common goals to improve access and increase quality of care for 
the community

 Development of the AHS system will position participating facilities to 
compete effectively under health care reform, including serving new 
patients through the health care exchange and expanded Medi-Cal 
programs

 AHS represented the ideal system to join 28

http://www.alamedahealthsystem.org/


How will Alamedans benefit from an 

affiliation with AHS?
10

 Guarantee of an “on-island” Emergency Care Center and 
acute care hospital

 Access to a more comprehensive and higher quality 
continuum of care and expansion of clinical services

 Funding for facility improvement, new technology and seismic 
remediation

 No reduction in the services available locally to residents

 More secure long-term financial sustainability brought about 
by maximizing use of current surgical and acute bed capacity
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What is the impact for Alameda Hospital 

Employees?
11

 No reduction of any health care services and no reductions or lay-
offs of staff are planned  

 In fact, the anticipated increase in volume will likely require 
additional staff

 AHS affirms a commitment to honor all collective bargaining 
contracts

 Improved ability to retain and recruit high quality employees with 
more competitive salary adjustments

 Alameda Hospital employees will remain employees of the District 
for an initial transition period of at least 1 to 2 years, with no change 
to seniority, work location, benefit or pension plans

 All employees will eventually be brought under the AHS, but if this 
occurs it will first be discussed in advance with the bargaining units

 “Floating” of staff between facilities is not anticipated 30



What is the impact for Alameda Hospital 

Medical Staff?
12

 Alameda Hospital and AHS Medical Staffs kept separate

 Surgical volume from AHS to be covered by AHS surgeons 
(after joining Alameda Hospital Medical Staff) and Alameda 
Hospital anesthesiologists

 Medical inpatient volume to be covered by Alameda Hospital 
hospitalists and specialists

 Compensation to Alameda Hospital physicians for 
uncompensated care based on rates to be negotiated

31



How will AHS benefit from an affiliation with 

AHD?
13

 Expansion of the network will help improve quality of health 
care, increase access, and reduce cost for everyone in the 
community

 Maximizing Alameda Hospital operating room and acute bed 
capacity will provide relief and improved access to AHS 
patients currently waiting for elective surgery and medical 
admissions

 Addition of Alameda Hospital and San Leandro Hospital to 
AHS is the beginning of expanding outreach and service to 
additional communities in the County
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What about the parcel tax?

14

 The parcel tax is expected to continue to be a critical asset 
for Alameda Hospital even if we enter into an affiliation with 
AHS

 By law, the parcel tax can only be used for Alameda Hospital, 
and within the City of Alameda Health Care District

 Currently, Alameda Hospital relies on the parcel tax to fund 
operations – unfortunately, under current conditions it does 
not provide enough support to also ensure compliance with 
larger capital requirements – like seismic remediation

 As an affiliate of a larger health care system, like AHS, AHD 
would contribute parcel tax revenues to help fund long term 
capital investments to ensure that Alameda Hospital is a safe 
and available source of health care within the City of Alameda

33



What exactly is in the proposal?

15

 District to support the operating and capital needs of Alameda 
Hospital, and the creation of capital reserves through the annual 
assessment of the parcel tax to be used solely for Alameda 
Hospital

 District to delegate licensure, control, governance, operation, 
financial management, quality oversight and maintenance to 
AHS

 AHS to submit annual budget to District outlining proposed
usage of parcel tax

 District to continue to hold real property and leaseholds

 District to nominate one Board Member to sit on AHS Board;  
other Board Members to serve on all major AHS committees

 AHS to maintain an Emergency Care Center and  inpatient 
services now and in the future at Alameda Hospital 34



What exactly is in the proposal? (cont’d)

16

 Alameda Hospital employees to remain employed by the 
District for transition period

 AHS commits to honor current labor contracts

 Alameda Hospital to maintain its own separate Medical Staff

 AHS commits to meet capital needs of Alameda Hospital, 
including, but not limited to, electronic health record 
implementation, compliance with 2020 seismic standards and 
routine property, plant, equipment maintenance

 Parties to meet no later than 2020 to determine how 
compliance with 2030 seismic standards will be met

 AHS extends $1.5M line of credit at LOI signing and an 
additional amount up to $1.5M at signing of the Definitive 
Agreement
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What happens next?

17

6/17

AHD Board Meeting

Letter of Intent

AHS Board Meeting

Letter of Intent

6/18

Mid September

Definitive Agreement

Reached

DUE DILLIGENCE PERIOD IMPLEMENTATION
12/31

AHD 

Public Forums

Affiliation Exploration Timetable36
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