December 18, 2006
(revised December 28, 2006)

Status report on the “In Town Option” for a new
hospital in the Sonoma Valley
Presented by the In Town Committee of the Sonoma Valley Health
Care Coalition.
In October, 2006, the Options Committee of the Sonoma Valley Health Care
Coalition formed its “In Town Committee” (Marilyn Goode, Virginia Jones, Lu Benson,
Ed Clay and Norman Gilroy) and charged it with engaging, and working with, an
architect to make an independent study of the feasibility of placing a replacement
hospital in the vicinity of the existing hospital on Andrieux Street in Sonoma.
Subsequently architects Jennings Ackerley of San Francisco were engaged to
make the study, and they presented their findings to the Options Committee and the full
Coalition in December, 2006. The study identified four workable in-town alternatives,
two of which were referred by the Options Committee to HFS Consultants for further
evaluation.
This report summarizes the information provided to HFS by the In Town
Committee, and provides new information generated both by J-A and by the members
of the committee. Further information and questions can be directed to Charles
Ackerley at (415) 538-1777 or the Norman Gilroy at (707) 935-9335.

Findings prior to the HFS study.
The findings of the Committee prior to the HFS evaluation (note: this report was
originally prepared as input to that study, and does not reflect the Committee’s
responses to the HFS evaluation itself) are:
1. Contrary to what the public has previously been led to believe, there appear to be at
least two very workable solutions for an in-town option for the Sonoma Valley
Hospital – the “Perkins Street Alternative” and the “Carinalli Alternative”
2. Neither of the solutions require the taking of occupied residential properties by
Eminent Domain,
3. The majority of the land needed for the new hospital at the in-town site is already in
public ownership (Hospital District, City of Sonoma, School District, Water Agency,
etc.), thereby potentially minimizing the cost of land acquisition at that location.
4. Eminent Domain has been eliminated by the obtaining of LOIs from all the owners of
one of the sites (Perkins). The availability of the land on the Carinalli site remains
unresolved.
5. The existing site and buildings (including the 62,000 sq.ft. West Wing) have
considerable value for purposes other than a hospital, and are suitable for
conversion to wellness center, education, administration, medical building and
community service uses associated with the hospital. This is true no matter where
the hospital is finally located. It is particularly true, however, (and offers
considerable advantages) if the new hospital is nearby, allowing for a continuum of
services appropriate to the community the hospital serves.

6. The existing 27 bed Skilled Nursing facility located in the East Wing of the present
hospital has a SPC 4 rating from OSHPD. As such, it represents a valuable asset
that would otherwise have to be duplicated at considerable public expense should
the hospital be located at another location.
7. All streets, sewers, storm drains, electric and gas services and communications are
in place at the existing site and, as such, represent a valuable asset that would
otherwise have to be duplicated at considerable public expense should the hospital
be located at another location.

Progress to date and limitations on the process.
Prior to submitting the final two to HFS, the In Town Committee and its architects
produced four workable plans for a hospital on an in-town option. They included:
1. A plan that would work if the SPC-2 OSHPD rating could be recovered for the
present West Wing to allow it to serve through 2030,
2. A plan for the “smallest possible alternative” that would be built entirely on District
land,
3. A plan for a hospital campus on the Carinalli site south of the present hospital
4. A plan for a hospital campus on the Perkins Street Medical Building site and
adjacent land north and west of the present hospital
Each alternative presented its own conditions and its own certainties and uncertainties,
and the Committee, with the assistance of J-A (and most recently HFS), has worked to
select the alternative that has the fewest uncertainties (availability of land, costing,
OSHPD approval of classifications, etc).
In doing so, however, it should be understood that the Committee has had to
proceed without the extensive analytical and financial assets available to other Options
under consideration. No option money or realtors to pursue firm options has been
available. No staff with sophisticated computer-based financial models to test
alternatives (except for the recent assistance from HFS as part of the evaluation
process). Limited funds for architectural services. And so on.
So inevitably some of the Committee’s recommendations are lacking the kind of
detail that is expected in other Options being considered. This is simply volunteer work
at its best.
Additionally, it must be understood that the In Town team was instructed by the
Options Committee to proceed using the same baseline assumptions presented by the
administration of the Sonoma Valley Hospital for what has become the “Broadway
alternative”. Those assumptions relate to size of facility, services offered, response to
demographics, adjacencies and operating principles, construction methods and pricing,
and funding methods (including bond, physician and imaging joint ventures, and
philanthropy funding).
Where those assumptions have weaknesses in the case of the Broadway Option,
that will likely be the same for the in Town Option. However, where it has seemed that
better ways, or more refined approaches, might offer themselves through the In Town
Option (and the often “outside the box” thinking that has been, by necessity, included in
it), those approaches are offered in this report and in the plans and charts that
accompany it.
Prior to this report, a considerable amount material related to the In Town Option
was delivered to HFS in order that they may begin their evaluation. This report
summarizes the information that was provided to supplement and extend that material.

Findings prior to the HFS evaluation.
1. Perkins Street alternative recommended. After much preliminary evaluation
of the relative merits of the four alternatives first presented for the In Town Option (and
the various sub-sets that have emerged in the evaluation and public comment process),
the In Town Committee now recommends that the so-called “Perkins Street” alternative
be the one that should be submitted for final review by HFS Consultants as the “In Town
Option” and for report to the Options Committee and the Coalition.
While the Carinalli alternative clearly has many merits, and should be considered
as a back-up alternative should it be needed, it lacks the certainty of the Perkins site
with regard to the willingness of the landowner to discuss terms for purchase or use of
the underlying property involved. For that reason, and keeping in mind the evident
distaste of the public for Eminent Domain, the Carinalli site has been set aside for the
purpose of final review by HFS.
2. Alternatives within the Option. Within the Perkins Street alternative are two
distinct approaches, both of which have merit:
a. inclusion of all in-patient and out-patient facilities in the main body of the hospital, or
b. provision of a stand-alone Ambulatory Surgery Center and related medical office
facilities as a separate, but connected, building on the hospital campus. The result
would be a smaller footprint for the main hospital itself (the most expensive “I”
occupancy under OSHPD).
Each alternative has major implications (efficiency of operations, staffing required,
access to patients, and funding and financing flexibility, etc.) that lie beyond the ability
the In Town Committee. We have therefore forwarded both to HFS and asked that they
make their recommendation as to which works best and why as the basis for a single
recommendation with which to proceed.
3. Existing SNF facility is an asset unique to the In Town Option. The Perkins
Street plan anticipates that the existing, OSHPD compliant, 27 bed Skilled Nursing
Facility in the East Wing of the existing hospital will be retained and used as a self
contained SNF facility providing a high level of skilled nursing care to patients of the
hospital in the final stages of recovery. The presence of 27 existing SNF beds on-site
creates the opportunity to reduce the number of acute care and swing beds to 36 (down
12 from the original program), resulting in potential savings in cost and burden on the
taxpayer that have been submitted to HFS for evaluation.
The report contained in the pages that follow contains the In Town Committee’s
evaluation of the apparent responsiveness of the Perkins Street Option to the
Evaluation Criteria recently adopted by the Coalition’s Options Committee and now
being used by HFS Consultants in their on-going evaluation.
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Compliance with criteria
Services
A summary of all of the services included in the In Town Option, (including types,
square footages and a comparison with the base program) is contained in Attachment
2. Following is additional information that will help explain the proposal:


Emergency Room (ER) – all emergency room services (8 examining rooms, 6
operating rooms, 4 bed ICU) and a full Emergency Department (imaging, lab,
pharmacy, cardiac rehab, etc) are provided as per the program



Acute care/SNF swing beds and services – one of the unique features of the In
Town site is the presence of 27 licensed Skilled Nursing beds in the existing East
Wing, a relatively modern building which has a SPC4 rating under OSHPD which
allows it to continue in operation to 2030 and beyond.
In consultation with HFS (see attached message as Attachment 3), it has been
determined that, due to the presence of the existing SNF beds, the number of new
med/surg beds required to meet the projected demand “without significant
diversions” can be reduced to 36 (plus the 4 ICU beds found in both alternatives).
This results in:
 a more than 6000 sq. foot reduction in the square footage in the bed wing (one of
the most expensive areas of the new hospital), with a resultant reduction in
capital costs, and
 an increase, from 48 to 63 (36 plus 27), in the effective number of “earning beds”
with anticipated positive effects to the revenue stream of the hospital. The total
number of beds in the In Town Option will therefore be 71 (63 swing/SNF + 4 ICU
+ 4 OB).



Skilled Nursing – Apart from the skilled nursing functions built into the med/surg
facilities described above, the In Town Option includes a fully equipped Skilled
Nursing in the existing East Wing. Before advancing this concept, the Committee
enquired through its architects and through HFS as to whether the one block
distance between the SNF facility and the proposed main hospital would be unusual
or incur special problems with efficiency or operations. The Committee was
informed that:
a. this kind of separation occurs in many facilities in California and elsewhere, and
is not unusual,
b. Most patients ill enough to suffer a relapse are likely to be held in the in-hospital
med/surg facility, and only those closest to recovery or needing longer term
care will be transferred to the SNF facility.
c. Inclusion of a small wound care, dialysis, diagnostic, sampling and blood-draw
center services would simplify the care of patients recovering there and
minimize the need for transfer to the main hospital for routine follow-up
services,
d. Patient transfers between the hospital and the SNF facility could be by
ambulance or by a transfer vehicle owned by the hospital and licensed for that
purpose. Particular care needs to be given to patient transfers back to the
hospital in the event of a relapse.

In response to these concerns, it is proposed that the SNF facility in the In Town
Option contain the following features:
1. A small auxiliary “wound treatment and diagnostic center” in which problems
can be dealt with, and tests can be made, on-site without transfer. This facility
can easily be accommodated in the existing available space on the north side of
the East Wing, and the Committee is informed that its services and facilities
should be able to cope with most emergencies likely to be faced in a SNF
facility of the kind proposed and with the patients likely to be treated there.
For the relatively infrequent occasions where the patient’s condition cannot be
treated on-site in the SNF facility, it is proposed that an “in-house”, hospital-owned,
electric powered, fully licensed patient transfer vehicle be acquired to transfer
patients needing re-hospitalization without the need for an outside ambulance.
Research into the availability of such vehicles, and their use in other hospitals in the
US and abroad, indicates that a vehicle of this type can be purchased for between
$50,000 and $70,000 capital cost (or it could be leased for a fraction of that cost to
the operating budget).


Ambulatory surgery and care - The In Town architects have suggested two
approaches to the layout of the hospital and its ambulatory surgery activities. They
include:
a. Providing all ambulatory care facilities within the hospital or
b. Providing those services in a separate Ambulatory Surgery Center specially
designed for that purpose. This would place ambulatory surgery services
adjacent to the campus’s medical office services, and would make them
available for implementation through a joint venture with physicians and other
investors proposed by the SVH administration.
Both approaches seem to have merits and, since the Committee, as laypersons, is
not in a position to make a judgment regarding the best course of action in this case,
both alternatives have been forwarded to HFS for their evaluation and
recommendations. The sq. footage calculations for Alternative A. are shown on
Sheet 2 of Attachment 1, the calculations for Alternative B. are on Sheet 3.



OB – Obstetrics – a full OB department with 4 beds and 3 nursery bassinettes is
included in the plan as per program.



Adjacencies – a full set of sketch floor plans showing the important adjacencies
between departments and programs has previously been submitted to HFS by
Jennings Ackerly, and those drawings have now been updated to reflect the most
current thinking contained in this report. They are available on request.



Continuum of care – the In Town Option is specifically designed to provide a
continuum of care on one integrated campus, including not only the new hospital but
the adjacent Skilled Nursing facility in the East Wing, and the conversion of the
existing West Wing to a future Wellness Center, Integrative Medicine Program
(existing), Women’s Center (under development), Youth Center and Aging Center
and other out-patient and health education services after it is no longer in use as a
hospital. The resulting campus is conceived as the core “Sonoma facility” for the

distributed valley-wide system of healthcare that has received strong community
support in recent Coalition meetings, and that has been adopted as an required
integral “wrap around’ for all Options under evaluation by HFS and under
consideration by the Options Committee and Coalition.


Emergency Helicopter Service – access to helicopter transport will remain the
same as at present – via FireMed ambulance to the Field of Dreams, helicopter
transport from there to out-of-valley services and hospitals.



Ambulance Service - as now, emergency transport will be via FireMed ambulance,
scheduled transport will be via one of the companies with a local contract for such
services.



Recruitment and retention – the mix of services, campus design, and fit within the
existing fabric of the town of Sonoma are considered likely to attract new young
doctors to the new hospital in Sonoma. Additionally the In Town location will allow
the many doctors and other practitioners already in place in medical facilities in the
vicinity of the existing hospital to continue in place and to recruit new doctors and
partners who will then become the additional source of referrals that the hospital
needs to thrive in the future.



Legal guarantees - as a District hospital, the In Town Option comes with the same
guarantees for continuation of operation and fiscal responsibility and accountability
as other District hospital proposals now under consideration.

Healthcare system
The In Town Option directly responds to the policy, previously adopted by the
Options Committee, that any option selected shall be part of a healthcare system
designed to serve the people of the Sonoma Valley. The In Town campus includes
all of the elements of the in-Sonoma Wellness Center that is envisioned in the
valley-wide healthcare system, and it places those facilities convenient to the
hospital itself.
Additionally the In Town Option provides readily accessible space in the existing
West Wing (which can refurbished for a fraction of the cost of a new building and the
land required for it and its parking) to accommodate the Women’s Center, Integrated
Medicine Program (both now in place or under development), and for the Men’s
Center, Youth and Children’s Center, Aging Center and health education facilities
proposed in the healthcare system plan (Attachment 4)

Accessibility
A. Daily access. The In Town site is eminently accessible from the primary
population areas that it serves. It is also at a location that is familiar to the population it
serves. Automobile access is by well maintained City streets, with a number of
alternate routes available for ambulances or patients should traffic become blocked at
any point in the vicinity. To date, no complaints have been received, after 50 years of
use, regarding the availability of access to the present site.
Bus service is presently available to the site, and the service can be expanded
through the MediVan transport system proposed in the design for a healthcare system
advanced by the Committee working on that subject.

Additionally, the site is central to the population and services of the City of
Sonoma. Staff, physicians, visitors, and even ambulatory out-patients, can reach it on
foot, wheelchair or bicycle without crossing major highways, and staff and visitors can
access the many services and eating places in the area surrounding the hospital, many
of which thrive there now because of the proximity of the hospital. There is adequate
access for delivery vehicles, and space and docking facilities have been provided in the
In Town Option for the specialized service vans that the hospital uses now and that are
likely to become more available as time goes by.
B. Accessibility in case of an emergency. One of the primary responsibilities of
a hospital is to be available in case of a major disaster or emergency – in fact the
primary purpose of SB 1953 is to require hospitals like ours to be structurally sound
and available in the event of a major earthquake. The likelihood of a major
earthquake event in the North Bay area is considered not an “if”, but a “when” by
most experts.
In an earthquake, one of the first disruptions in access to emergency facilities is
likely to come from collapsed and damaged bridges and collapsed trees or buildings
that block highways and roads. Major highways, familiar to many, are likely to
become escape routes and become impassible as people flee the area or try to
reach loved ones in large numbers and are blocked in their flight by downed bridges
and blocked roads. Uninterrupted access to the hospital from the areas of population
by foot, wheelchair, bicycle as well as by vehicle becomes paramount, and distance
of travel becomes an issue for people needing emergency care.
Recent research regarding establishment of an emergency food supply service to
serve the Sonoma valley in a major earthquake produced the map attached as
Attachment 5. It shows the locations of deep stream gullies that separate the
service area of the Sonoma Valley Hospital, and the locations bridges across those
creeks as they relate to the network of access roads that serves the hospital’s
service area. The map has been modified to show the three hospital sites now
under consideration.
Since the Public Works Department of the County of Sonoma has indicated that
almost all bridges in the Sonoma Valley (with the possible exception of the new “Ig
Vella” bridge on Riverside Drive in Sonoma) are subject to failure in the event of a
strong earthquake, this is a subject to be taken seriously when selecting a site for a
hospital to serve the Sonoma Valley that will be accessible in an emergency over the
long term future.
The In Town Option appears to offer a site that could be:
a) close enough to, and readily accessible from, a large segment of the
population served in the event of a major earthquake, whether by automobile,
on foot, by wheelchair or otherwise,
b) served by multiple routes rather than a single route in an emergency,
c) less likely to be blocked should highway bridges fail or become impassible
following the earthquake.

Parking
Parking for the In Town Option meets the program objective of 500 parking spaces,
with parking clustered strategically to serve the following:
Alternative A. – all facilities in the hospital
Hospital, ER, Ambulatory Surgery
Physicians and staff
Visitors and others
SNF, Out-Patient, hospital support
Medical Building and related uses
Existing street parking (hospital frontage only)
Total parking

79 spaces
30 spaces
40 spaces
189 spaces
106 spaces
58 spaces
502 spaces
(189 are deck parking)

Alternate B – Separate Ambulatory Surgery Center
Hospital , ER
ER, Hospital
Physicians and staff
Visitors and others
Medical building and ambulatory surgery
General parking
SNF, Out-Patient Services, hospital support
Existing street parking (hospital frontage only)
Total parking

76 spaces
82 spaces
30 spaces
40 spaces
58 spaces
48 spaces
131 spaces
58 spaces

523 spaces
(189 are deck parking)

For costing information, see the section on “Project Costs” and
Attachment 6 to this report

Construction
The In Town option relies on the same construction alternatives (“I” occupancy,
OSHPD 3, Medical Office, and Utility) as other options being considered. However
the project’s architects have advanced a number of approaches that they believe will
cut costs and the construction time (which itself relates to cost) required for
implementation of the In Town Option. They include:


From the outset, use of a design-build approach which teams the architects with
the construction company selected to do the work. Working in tandem, such a
team can create economies of scale and use of materials and methods, all
designed to save time and money. This can result in a better, more cost
effective, more on-time project than would otherwise be possible. Jennings



Ackerley has recently been working in just such a team arrangement for a new
Kaiser Hospital facility in Santa Rosa with extremely favorable results for the
client.
Use of a shell – final-construct approach to construction in which construction of
the shell of the buildings (the frame, exterior walls floors, roofs, external services
and hook-ups, etc.) is started early while the lengthy process of OSHPD
approval for the interior of the hospital is proceeding. The more specialized, time
consuming outfitting of the building follows when OSHPD approval is confirmed.
This approach represents a departure from the more sequential, lineal
approach taken previously by the hospital administration, but it would appear to
offer some advantages that should be explored but are outside the scope of this
Committee.

Land size and availability
A. Size. The aggregate size of the In town site (Perkins alternative) is 7.4 acres
(see Attachment 5). All but 2.6 acres of that land area is already in public ownership
(the Sonoma Valley Health Care District, the City of Sonoma, the Sonoma County
Water Agency and the Sonoma Valley Unified School District). The balance is
privately owned by the individual owners of the Perkins Street Medical Building office
condominium facility.
B. Availability. While the Committee (as a part of the entirely volunteer Sonoma
Valley Health Care Coalition) does not have the authority to negotiate price or terms
on behalf of the District (or $175,000 in option money with which to attract attention),
we have never-the-less met with the owners of the Perkins Street Medical Building
property to determine if they would be open to a suitable arrangement should the In
Town option be selected as the future site for our hospital.
All six owners of the property have been most courteous and open to
discussions, and all have provided us with Letters of Interest (LOI) indicating their
willingness to discuss the sale or trade of their property when the time comes (see
Attachment 7 for copies). This appears to eliminate the specter of Eminent Domain
on the In Town site.
Also, since a number of the Perkins Street owners are doctors now at work in our
community (some of whom are now on staff at the hospital), this represents a
substantial commitment to the future of our hospital by the members of the
professional community most involved in it. It also carries the potential commitment
for a portion of the “physician investment” component of the project that has been
hitherto proven so elusive in other options under consideration. Discussions with the
Perkins Street owners have included two alternatives:
a. a conventional purchase, or
b. a like-for-like trade of medical office space, in which each owner would trade
his/her financial interest in the Perkins Street facility and the underlying
property for an equal sized office suite in the new condominiumized medical
building included in the plan for the In Town Option. Should this alternative be
accepted, the project would be phased to allow the physicians (both owners
and tenants) on the Perkins Street site to transfer to the new building before
work is begun on construction of the hospital on that site (see “phasing” later in
this report).

Additionally the Committee has approached two other entities with an interest in the
Perkins Street site, as follows:
The Sonoma Valley Unified School District, which is the owner of both the
right of way over which Fryer Creek now runs and the unused strip of land to
the east which lies between the creek and the medical building property. In
the plan, this area would be used for parking, landscape and driveways, and
Fryer Creek would be relocated a creek’s-width to the west and restored as a
viable riparian environment and outdoor classroom.The attached letter from
Barbara Young, Superintendent of the SchoolDistrict (Attachment 8) reflects
the Committee’s discussions with the School District regarding the use or
purchase of the land and creek. It also explains, quite rightly, that in property
transactions of this kind, a volunteer committee like ours has no standing
under which to approach the School District, and that that request should
rightly come directly from the Hospital District Board to the School District
Board, agency to agency. The Superintendent’s letter does, however, leave
the door open for such an approach.
The Sonoma Ecology Center has a continuing interest in the maintenance
and restoration of the creeks in the Sonoma Valley, and the Committee has
received considerable assistance from SEC in examining the feasibility of the
work on Fryer Creek included in the plan. Additionally SEC has contacted the
Sonoma County Water Agency on our behalf, and early indications are that all
concerned would see the remedial work proposed there as an advantage to
Fryer Creek, which is presently in a relatively depleted condition not
conducive to the riparian habitat it could be. It is anticipated that SEC would
be closely associated with both the design and the implementation of the
work on Fryer Creek – and, in fact, SEC currently has grant funding in hand to
examine such work in association with the City of Sonoma.

Utilities and Services
Attachment 11 includes maps of the utilities and services which exist in the
streets which now serve the In Town. The maps indicate that all water mains, sewer
mains, and storm drains are in place to serve the project, and that the expense of
replacing these services can be avoided at the In Town site.

Phasing
Phasing is an important component of the In Town Option since availability of the
Perkins Site for the hospital may depend on it. Essentially the In Town concept includes
two projects:


Project 1 - Replacement of the existing hospital and SNF and ambulatory surgery
functions, together with medical office and ancillary space needed to make the
hospital function efficiently. Project 1 is likely to extend through 2012.



Project 2 – Later conversion of the remaining vacant space on the upper floors of the
West Wing to a Wellness Center and other uses. This project can not begin until all
hospital functions are transferred to the new buildings in or about 2012, and it is
therefore not part of the scope of this report to HFS

The phasing of Project 1 is proposed as follows:
1. Following the securing of financing (bond issue, joint venture agreements, or
other), work would proceed on the architectural plans, planning and EIR
applications, bidding and or negotiation for construction, and applications to
OSHPD for approval – a process that is expected to take about 2 to 2 ½ years.
2. During that approval period, the Ambulatory Surgery Center and medical building
would be put on fast track, with the objective that it be approved and completed
at, or about, the time that City approvals have been completed and OSHPD
provides its approval and go-ahead for the hospital. Some preparation and
landscape work might also be done in, and adjacent to, Fryer Creek at this time.
Construction of the new utility plant might also take place in this phase if early
OSHPD approval for it can be obtained,
3. Once Phase 2 is complete, the ownership trade would take effect, and the
owners (and probably most, or all, of the tenants) from the Perkins Street Medical
Buildings would move into the new medical building.
4. The Perkins Street site would then be available for clearing and construction. As
soon as OSHPD approval is complete, construction of the Hospital and its
surrounding parking and driveways and landscape (including the work on Fryer
Creek) would take place. Some remodeling and refurbishing in the West Wing,
and installation of wound care and other SNF support services in the East Wing,
would take place in this phase, as would installation of a package utility plant
sized to serve the SNF facility. Some use could be made during this phase of the
new ambulatory surgery facility completed in Phase 2.
5. Once the new hospital is complete and equipped, the transfer of patients and the
ER from the old hospital to the new hospital would take place. The existing
hospital facilities would become vacant and available for other purposes.
6. To complete Project 1, all or part of the Central Wing (including the existing boiler
room and plant) would be demolished and the parking facilities planned for that
location would be installed. The remaining balance of the Central Wing could be
remodeled for hospital related purposes at this stage.
As reported above, Project 2 would begin no earlier than 2012, and it would proceed as
a separate project under a plan to be decided at that time.

Financing
The baseline for financing for the In Town Option is the same program of
expectations for the Hospital/Physicians – a mix of General Obligation Bond financing,
joint venture financing and philanthropy in about the same ratio as has been used to
explain the Broadway Option. The Committee has, however, investigated some other
forms of finance that might be a part of the mix, as follows:


Community Development Agency funding - the present hospital and its site was
accepted into the City of Sonoma’s Redevelopment Agency (called a “Community
Development Agency” in Sonoma) area through a Project Amendment passed in
1997 – and, in fact, the present hospital has received $110,000 in funding from the
CDA for roof repairs in the period since then. A Redevelopment Agency has unique
powers and responsibilities that could be of value to a future hospital on the In Town

site. First, its funds come through a tax increment process which draws upon the
real estate taxes collected on the incremental increase in assessed value of property
that has occurred in its area during the period since the property was included.
These taxes are collected in any event (so use of them would not represent and
extra tax on the voter or property owner in the area). Second, and importantly, its
funds can be accessed through the City without a vote of the people.
The present Sonoma Valley hospital site has been in the CDA for 9 years so far,
and by the time the new hospital is built it will have been in the CDA for 14 years.
Given the rapid increase in real estate values in Sonoma in recent years, and the
continuing turn over of property that creates new assessed value, the CDA has
valuable resources at its command. Under the right arrangement with the CDA, a
portion of those resources could be used for improvements to buildings and
infrastructure related to the hospital, which is, after all, a public facility of
considerable importance to the City of Sonoma and to property values in the City.
Candidate uses for such funds could include remodeling and/or reconstruction of
the West Wing for medical office and Wellness Center uses (possibly with some
additional community service components valuable to the City and its residents),
improvements to the SNF facility and the East Wing, land consolidation,
infrastructure improvements, etc. Participation by the CDA could have the effect of
reducing the amount of the GOB and making it more likely to obtain a 67% vote at
the ballot box. It could also pay for improvements that would not be covered by the
bond.
Additionally the CDA has the ability to use its known and projected tax increment
revenues to provide guarantees for certain forms of financing, potentially opening
the door to revenue bond and COP (Certificate of Performance) financing that would
otherwise not be available to the District . Use of such funding mechanisms would
further reduce the size of the GOB needed to finance the hospital.


JPA funding – Joint Powers Agreement arrangements could be explored with the
City of Sonoma, the County of Sonoma, and even the School District that could have
benefits for all concerned and could provide access to the kind of block-fund and
grant financing only available to Cities and Counties in California. Again land
consolidation, infrastructure improvements and building improvements would be
possible under this form of arrangement.



State funding or guarantees – relatively cursory research indicates that there are a
variety of direct funding (grants or loans) and funding-guarantee options available to
small hospitals in the State of California, particularly those that serve rural
populations and have financial difficulties. Some are directly for hospital purposes,
some are for specialized programs that would logically be included in a new hospital
(energy conservation, green construction, service facilities that serve special
populations, etc.). Funding from sources such as these could serve to further
reduce the amount of the GOB and the load it will place on the taxpayer in the
Sonoma Valley.



Selective funding for parts of the project – certain elements of the hospital lend
themselves to outside funding through a joint venture or other arrangement with
another agency or private investor. One of those that has been investigated by the
hospital administration is the imaging facility contained in the plans for the new
hospital and that alternative is included in the In Town option.

There are, however, other opportunities for such public/private arrangements.
One of those opportunities lies in the new utility plant and energy usage system that
will required to meet OSHPD requirements. That facility lends itself to a
public/private relationship in which the plant, and even possibly a considerable
portion of the lighting and distribution system of the hospital, could be built with
private capital (thereby taking between $6 million and $8 million out of the GOB
budget) under a lease-back/operate arrangement with one of the numerous
companies that invest in such energy supply and conservation systems.
Operating costs for such as system could be paid for with the same funds as are
used to purchase electricity and fuel to run the hospital now (already inflated due to
the age and disrepair of the present system), and the hospital could become the
generator of its own electricity (now purchased from PG&E), resulting in greater
reliability of service, reduced energy costs, and greater self-reliance in the event of a
disaster that would interrupt service to an area like ours.
Additionally the need for both electricity and heating-and-cooling (both part of the
same cycle) opens the potential for a cogeneration plant at the hospital in which
waste heat from the electric production process would be used to meet the heating
and cooling needs of the hospital, creating a very efficient system that could even
generate excess power to serve its neighboring City, school and retail facilities at
considerable savings to the users. Stretched even further, this concept could even
lead to `a Community Choice aggregation program available and financed under
new opportunities recently made available by the California Energy Commission,
with community-wide benefits as a result.
This is just one idea in which innovative thinking could be implemented in the In
Town Option and where greater economies and further reduction of the GOB
obligation to the voters could be achieved. Without doubt others are available, and
the Committee urges such thinking as the selection process proceeds.


Naming rights – the GOB obligation to the tax payer could be further reduced
through the use of “naming rights” for certain wings of the hospital and its Wellness
Center. This approach has been used successfully in other hospitals and public
facilities, and it appeals to a different segment of the business sector than the
normal calls for philanthropy with which the hospital and its Foundation are familiar.

These are just a few of the ideas for alternate financing approaches that have resulted
from discussions over the In Town Option. Many more may be available if attention is
given to the subject as the Options are considered for adoption and advancement.

Approvals and process
Numerous reports have been provided by City of Sonoma officials regarding the
planning, CEQA, and approvals processes that would have to be undertaken to approve
a hospital on an In Town site (see Attachment 9). Following, however, are some points
to be kept in mind with reference to the process at the Perkins Street site:
1.
This is not a “greenfield site”. All of the new facilities proposed will be built on
property that has already been previously paved over or developed for other
uses, thereby minimizing the impacts on the environment that will have to be
taken into account in an EIR under CEQA.

2.
3.
4.
5.

6.

All of the site is within the City of Sonoma, and no annexations, LAFCO
approvals, County approvals, or extensions or modifications of the Urban Growth
Boundary (UGB) will be required.
The site is zoned “P” – Public, a category that allows a medical building – and
also a hospital. Rezoning is therefore not required for a hospital on the In Town
site.
The Perkins Street site is not subject to the CC&Rs of the adjacent Sebastiani
Subdivision, and work there does not require approvals under those CC&Rs.
The site is familiar as a hospital location for neighbors and for residents of the
Sonoma Valley. Hospital activities already occur there now, and the level of daily
hospital activity is not expected to increase. Issues regarding additional
environmental impacts are likely to be minimized.
The work proposed on Fryer Creek can be seen as a much needed
environmental enhancement and, though the multi-agency approvals required
are likely to be time consuming, they should be possible in the equally extended
time frame needed for OSHPD approval.

Protection of District Assets
The In Town Option directly preserves, and makes future public-benefit use of,
the present assets of the Sonoma Valley Health Care District as follows:
1.
2.
3.
4.

It uses District land, building and resources effectively,
It makes maximal use of the OSHPD approved, SPC-4, authorized 27 bed
Skilled Nursing facility in the East Wing,
It avoids spending $4 million in scarce public money to demolish existing
buildings that the Committee sees as public assets with some considerable
value,
It reduces the cost of needed new of buildings and new land acquisition to the
taxpayer and to the District, thereby protecting the District’s cash resources and
financing capability.

Responsiveness to voter preferences
The studies associated with the In Town Option clearly contradict one of the
“myths” that has plagued voters in recent times - i.e. that “a hospital on the In Town site
is infeasible”. It should now be clear to the voters that at least one (and possibly more
than one) alternative is feasible on the In Town site.
Voter responses in past surveys have, however, been limited by the public
impression that is based on that myth, and their support of the In Town alternative has
been muted accordingly. In spite of that, however, many voters have responded in
recent Coalition surveys that, were an in-town option to prove feasible, they would
prefer it over an alternative on a more remote site outside the UGB.
Additionally it has been shown that implementation of the Option will:
 not require the use of Eminent Domain,
 not violate the UGB (not making a public facility the first test of the UGB),
 result in reductions in size (36 acute beds, down from 64 under Measure C).
 substantially reduce costs and the resulting bond issue cost to the taxpayer.
All are identified matters of voter concern in the wake of Measure C.

The In Town Committee is therefore of the opinion that the In Town Option is
responsive to the preferences of the voters in many ways, and that it stands a greater
chance of obtaining 67% voter approval at the ballot box than other options on the table.

Project costs
It is the Committee’s understanding that the costs of the In Town project will be
calculated by HFS as a part of its contract. Those costs will therefore be reflected in
HSF’s report, not here. There is, however, some baseline information regarding costs
that should be reflected in this report, as follows:








the project contains the same three classifications of construction space as are
included in the Hospital/Physician Option ( “I” occupancy, OSHPD 3, Medical Office
Building, and Utility) and the committee assumes that HFS will use the same
construction costs for those categories in each of the Options it evaluates.
The In Town Option also includes an additional category which applies to existing
space that will be remodeled to suit. J-A has recommended that a cost allowance of
$100 per sq. foot be allocated to that category. This represents a 50% to 75%
reduction over the other types of construction in the project and, since that multiplier
applies to over 50,000 sq. ft of program space, it represents a significant opportunity
for savings ($10 million to $15 million) that is unique to the In Town Option.
The In Town Option avoids the need to acquire expensive undeveloped land outside
the UGB, and the $14.5 million cost quoted for that purchase.
It also avoids the need to reconstruct public streets and infrastructure already in
place (quoted as a $6.5 million cost to the Broadway site)
The In Town Option contains some 2 story parking (a lower story of on-grade
parking that would be graded 4 feet below surrounding grade, plus one story of deck
parking over). This arrangement has been used successfully at other local
developments like the Sonoma Mission Inn, and it allows for better utilization of the
land while providing closer proximity between parking and the points of use on the
campus.
Concern has been expressed, however, that “deck parking is expensive” and so
should not be used on a project where the objective is “to keep the cost down”. The
Committee’s research finds, however, that while that concern would be valid in
Fresno or another place where land is inexpensive, in Sonoma where land is selling
for more than $1 million per acre, the reverse is true. Certainly on grade parking can
be built for approximately $4,000 per parking space, but when the Sonoma land cost
is factored in at $1 million per acre, the true cost per parking space becomes
$16,500. However, deck parking (built always over the on-grade parking) is not
required to include land cost since the airspace over the on-grade parking is “free”.
The result, after allowances for ramps etc. are factored in, is $15,000 per parking
space, a cost very comparable to the cost of the first level of parking.
This information is the subject of a “Myth Busters Alert” issued recently by the
Coalition. A copy is included as Attachment 9.

Project revenues and finance - This topic is the responsibility of HFS, but the
following information is offered for consideration in their evaluation:
a. It is presumed that the fact that the In Town Option proposes the construction of
fewer beds (36 instead of 48 acute/SNF swing beds) and includes 27 existing SNF

beds (for a total of 63 earning beds vs. the program’s 48), there will be a greater
differential between costs and earning capability.
b. The availability of the existing space in the West Wing suggests the possibility of
including additional earning space that could generate upwards of $2 per sq.
foot/month in present dollars for space that the architects estimate will cost less
than $100/sq.ft. to renovate. Addition of this space could add positively to the
bottom line of the hospital’s operating budget.

Public accountability
Like all public hospitals, the In Town Option provides maximal public
accountability through the fact that it will have an elected Board, monthly or quarterly
financial statements open to the public, periodic audits as required by law, and public
oversight via the various Standing Committees established by the Sonoma Valley
Health Care District.

Risk avoidance
The In Town Option is responsive to the risk avoidance criteria imposed by the
Options Committee in a number of ways:
o It is designed to be timely, both in the local approvals process (which is greatly
simplified due to the fact that no UGB issues – and so no vote of the people - exist,
and that the entire hospital will be built on already developed land, which should
shorten, and reduce the complexity of, the CEQA EIR process involved.
o Construction methods (shell/complete) are proposed that should reduce the overall
time required for construction .
o The project is designed for minimum disruption to existing services in the following
significant ways:
a. New construction and construction staging areas are scheduled far enough
away from the occupied areas of the hospital to minimize disruption from noise
and vibration,
b. Construction in the area of the Central and West Wings will not begin until all
hospital activities, including patients, are moved into the new facility some
distance away.
c. The main construction site is set well back from nearby residences ,
d. The site abuts a street, public property, a creek, school playing fields and the
parking garages of a City owned housing facility on three sides.
e. The site is in an area that is already populated by a wide range of medical
offices, medical support facilities, and skilled nursing facilities for the elderly
and for recuperation. Most have placed themselves near, and to some extent
are dependant on, the present hospital. Selection of the In Town Option would
minimize the disruption likely to be caused to those businesses and facilities,
and to their customers and patients. It would also avoid the trend toward urban
sprawl that is likely to result at any alternate site on the edge of town,
particularly as these same businesses seek space closer to the hospital site
where no land is zoned for their services.

Replacement site
The long term (30 to 50 year) replacement site for the Perkins Street hospital
could be any of the following:






The present site of the Central and East Wings, on land already owned by the
District. The site is big enough to accommodate a footprint similar to the one
proposed now, and by the time replacement is necessary the SNF and other
facilities on the site will be 50 to 70 years old and in need of replacement (possibly
on the site of the existing hospital or the present West Wing.
All or part of the Sassarini School site, which by then may be part of a population
center and/or the school-age population will have shifted away from downtown.
Other properties which the District might acquire over the intervening years. In the
past, the District has sold valuable properties close to the hospital to raise short-term
cash. It is hoped that, in the future, a program will be developed to purchase and
retain nearby important properties, possibly renting them to newly recruited doctors
(or as medical office sites), and so providing revenues needed to support the
associated mortgage payments in the interim. As part of that program, it is
suggested that the District negotiate “first right of refusal” agreements on key
properties in the vicinity. This is a common real estate practice in California, and it
would allow the District to acquire key properties as and when they come available,
thereby securing its replacement alternatives over time.

Likelihood of approval
The Committee believes that the In Town Option is likely to be approved by the
voters due to the following:
1. it ensures the continuation of all the vital services available now (including an ER,
available to all regardless of the ability to pay) while meeting all program
requirements,
2. it avoids the use of Eminent Domain,
3. it avoids the testing, and the potential breaking, of the City’s Urban Growth
Boundary and avoids the precedent that might create,
4. It is not conducive to urban sprawl,
5. It is accessible in a disaster,
6. it has a lower initial cost for land and buildings, resulting in a lower cost to the
taxpayer
7. it is compact, and so more efficient and affordable,
8. it uses existing District assets wisely, substituting reuse of existing OSHPD
approved skilled nursing facilities and existing hospital buildings in place of
demolition and sale of those same resources,
9. it uses property already owned by the District and other public agencies instead
of purchasing expensive land at another location,
10. it uses services presently in place,
11. it maintains the relationship with existing businesses, services and facilities now
related to, or dependant on, the existing hospital,
12. it maintains the integrity of our community-centered environment,
13. it contains options for outside financing, opening opportunities to reduce the GO
bond obligation on the property owners of the District.

Conclusion.
This report represents the contribution of the In Town Committee to the
evaluation process for the In Town Option. Questions and requests for further

clarification can be addressed to Norman Gilroy (707-935-9335) or to Charles Ackerley
(415-538-1777).

Attachments.
1. Concept Plan
2. Space allocation charts
3. Swing bed calculation memo
4. Healthcare System
5. Disaster access map
6. Site configuration
7. Perkins Street owners’ LOIs
8. School District LOI
9. City Memorandum re process
10. Deck parking memo
11. Utilities and services

