BEFORE THE BOARD OF DIRECTORS OF THE 

PENINSULA HEALTH CARE DISTRICT

RESOLUTION TO ESTABLISH SPECIAL BOARD LONG TERM FINANCIAL POLICY TO IMPLEMENT DISTRICT STRATEGIC PLAN OF 2007 AND ASSURE PRESERVATION OF PENINSULA HOSPITAL /                                                                           2007 - 01


WHEREAS, following voter adoption of Measure V, in August 2006, and approval thereby of construction of the new Peninsula Hospital, the District Board of Directors began a strategic planning process to address the expanded role of the District as landlord, as well as its role in hospital services oversight, in real estate development and management, as a potential provider of health services, and as a contributor and partner in local healthcare charitable services; and

WHEREAS, the District Board of Directors’ strategic planning process focused on the need to identify the healthcare needs of the communities it serves, to determine to what extent these services were being met, and to determine how the District could best assure better health for the residents of the District; and

WHEREAS,  to ensure broad public input and key stakeholder involvement in the District’s strategic planning process, the Board held five open strategic planning meetings over a six month period, aided by the submission to the Board and public by District consultants of substantial background information, data and findings, and recommendations addressing the present and future status of the health of the community and the current provision of health services from private and governmental sector providers; and

WHEREAS, an integral aspect of the Board’s strategic planning process focused on the District’s long term role under the Agreements with Mills-Peninsula Health Services and Sutter Health, as approved by the voters, in assuring the preservation and on going operations of the Hospital and its emergency and other core services should the operator default and fail to continue operations; and 

WHEREAS, on August 23, 2007, the Board of Directors adopted the 2007 – 2010 Strategic Plan, as presented and documented, and thereupon determined the need to adopt a strategic long term Financial Policy to balance two ongoing, competing priorities identified in the Strategic Plan: 


► Building a Board Strategic Fund to assure that the District can meet its responsibilities to preserve Peninsula Hospital and certain core services both during the term of the lease and at lease end, and



►  Making a meaningful current impact on improving the health status of District residents and meeting critical healthcare needs of the communities served by the District, and 

WHEREAS, after further study and public input, and after extensive economic modeling and the receipt of recommendations from the District’s strategic planning and financial consultants, the Board has concluded that by building a substantial Board Strategic Fund the current and future Boards will retain all options for the future preservation of the Hospital and its core services, thus assuring that the Hospital remains a viable and effective community health asset.
NOW, THEREFORE, the Board of Directors of the Peninsula Health Care District hereby resolve:

1.
That the District Board establish a target of accumulating approximately $500 million by the end of the lease, and that the District plan to have a “debt to capitalization ratio” that does not exceed 50 percent, e.g., debt of $250 million and a Board Fund of an equal amount be targeted as the amount needed to acquire Hospital assets and to fund working capital either during the lease (in the event of paramount default under the Agreements) or at lease end.
2.
That to meet the above established target, the Board adopt “Option 1” as presented by its strategic and financial consultants in conjunction with the Strategic Plan and thereupon establish a budget policy whereby the Board annually budget for current operations, including community health services, at a sum representing approximately 10 percent of the prior year-end Board Strategic Fund balance (the financial--i.e., cash reserves--and real estate assets the Board designates as its Board Strategic Fund accumulation), with remaining net income devoted to Fund building.  
3.
That the District conduct an annual (or periodically as deemed prudent) review of risks associated with operations of the Hospital and its operator’s viability, along with the District’s projected obligations under the lease, and adjust the financial policy target and financial strategy in place accordingly.
4.
That the Board and Management assure that investment management expertise is available on an ongoing basis. 

PASSED AND ADOPTED this 13th day of December, 2007, by the following votes:
AYES:

Smith, Newman, Ullyot, Galligan, Navarro
NOES:

ABSENT:


___________________________________

Secretary of the Board of Directors of the 

Peninsula Health Care District

___________________________________

Chair of the Board of Directors of the

Peninsula Health Care District
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