S.B. County: Medical, mental health departments
combined
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The San Bernardino County Board of Supervisors has approved a plan to consolidate
medical and mental health services in a building the county already leases in Rialto.

Residents near Colton, Fontana, Rialto and San Bernardino will have access to the
county's public health and behavioral health department and Arrowhead Regional
Medical Center clinic services in one building. The facility is at Foothill Boulevard and

Pepper Avenue.

"This one-stop health care approach will offer the county and community multiple
benefits," said board chairwoman Josie Gonzales. The building is in her district.

"Families with children, the disabled and employees who need to get back to work will
be able to schedule several appointments for the same day, eliminating individual trips
to and from different offices and clinics," she said. "The co-location site enables our
three county departments to create greater efficiencies in the way they provide care,
while reducing the cost of delivery."

The plan includes money for improvements at the building, which now is the county
Behavioral Health Department's resource center. The building lease will be extended
to 2024.

Construction, expected to last about five months, is to begin Monday. Employees are
to move in about March 2012.

Arrowhead Regional will move its Westside Family Health Center in San Bernardino to
the site. Hospital officials expect more than 20,000 appointments at the new location in
its first year.

The county Public Health Department will move its Rialto Women, Infants and Children
program, better known as WIC, into the facility.

The Behavioral Health Department's crisis walk-in center, adult and children'’s
outpatient services, alcohol and drug services, and consumer clubhouse already are in
the building.

"If proven successful, | think this concept could be expanded to provide similar co-
location health sites in other parts of the county," Gonzales said.
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REPORT/RECOMMENDATION TO THE BOARD OF SUPERVISORS
OF SAN BERNARDINO COUNTY, CALIFORNIA

AND RECORD OF ACTION 6 8

September 27, 2011

FROM: DAVID H. SLAUGHTER, Director
Real Estate Services Department

ALLAN RAWLAND, Director
Department of Behavioral Health

PATRICK PETRE, Director
Arrowhead Regional Medical Center

TRUDY RAYMUNDO, Assistant Director
Department of Public Health

SUBJECT: LEASE AMENDMENT WITH SHL ASSOCIATES, LTD.

RECOMMENDATION(S)

1. Approve Fifth Amended and Restated Lease Agreement No. 98-490 with SHL Associates,
Ltd. to amend and restate said agreement, incorporate four previous amendments and
provide additional changes now required; extend the term ten years from March 1, 2014
through February 29, 2024; and add two five-year options to extend the term for 104,000
square feet of medical office, office and storage space in Rialto for the Arrowhead Regional
Medical Center, the Department of Behavioral Health, and the Department of Public Health in
the amount of $27,530,563.

2. Approve the Real Estate Services Department’s use of an alternative procedure in lieu of a
formal request for proposals or solicitation of proposals as allowed per County Policy 08-02-
01 to add two five-year options to extend the term to Lease Agreement No. 98-480.

(Affected Districts: Fifth)

(Presenter: David H. Slaughter, Director, 387-5252)

BOARD OF SUPERVISORS COUNTY GOALS AND OBJECTIVES
Provide for Health and Social Services Needs of County Residents.
Operate in a Fiscally-Responsible and Business-Like Manner.

FINANCIAL IMPACT
The total cost of this ten-year amendment is $27,530,563. The total cost in 2011-12 is

$4,177,562 ($148,645 per month x eight months plus $155,231 per month x four months plus a
one-time payment for tenant improvement costs estimated at $2,367,478). Monthly rental

Page 1 of 7

Rev 4-19-11




LEASE AMENDMENT WITH SHL ASSOCIATES, LTD.
SEPTEMBER 27, 2011
PAGE2OF 7

payments will be made from the Rents budget (AAA RNT) and reimbursed from the Department
of Behavioral Health (DBH) budget (AAA MLH). Additionally, Arrowhead Regional Medical
Center (ARMC) and the Department of Public Health (DPH) will enter into a Memorandum of
Understanding (MOU) whereby ARMC and DPH will each reimburse DBH for their respective
prorata share of the monthly lease cost based on the amount of square footage each occupies in
the facility. Effective March 1, 2012, the monthly rental payment will be $155,231, of which DBH
will pay $127,685 (82%); ARMC will pay $22,326 (15%), and DPH will pay $5,220 (3%). Other
costs associated with this lease include the cost of tenant improvements estimated at $2,367,478,
of which the not-to-exceed amount of $2,239,518 will be paid directly to the landlord; $106,960 to
the Information Services Department (ISD) to install data and communication lines; $6,000 to
Troy Alarms to install access card readers; and $15,000 to the Architecture and Engineering
Department (A&E) to provide unofficial inspections and approvals to facilitate incremental
payments during construction. Incremental payments to the landlord for the tenant improvement
costs and payments to ISD, Troy Alarm and A&E will be made from the ARMC budget (EAD
MCR) portions of which will be reimbursed to ARMC from the DBH budget (RCT MLH) and the
DPH budget (AAA PHL) in accordance with the MOU. Sufficient appropriation is included in the
2011-12 Rents, ARMC, DBH, and DPH budgets. Approval of this item will not require
discretionary general funding (net county cost). This action involves a federal program or the use
of federal funds.

Tenant improvement and related costs in 2011-12 and annual lease costs are as follows:

Year Annual Lease Cost
Tenant Improvement and Related Costs in 2011-12 $2,367,478
March 1, 2012 to February 28, 2013 $1,862,778
March 1, 2013 to February 28, 2014 $1,900,347
March 1, 2014 to February 28, 2015 $1,909,347
March 1, 2015 to February 29, 2016 $1,957,062
March 1, 2016 to February 28, 2017 $2,005,989
March 1, 2017 to February 28, 2018 $2,056,139
March 1, 2018 to February 28, 2019 $2,107,542
March 1, 2019 to February 29, 2020 $2,160,231
March 1, 2020 to February 28, 2021 $2,214,236
March 1, 2021 to February 28, 2022 $2,269,592
March 1, 2022 to February 28, 2023 $2,326,332
March 1, 2023 to February 29, 2024 $2,384,490

BACKGROUND INFORMATION

On June 23, 1998 (ltem No. 15), the Board of Supervisors (Board) approved a fifteen-year lease
agreement, No. 98-490, with two five-year options to extend for 104,000 square feet consisting of
88,280 square feet of office space, 11,520 square feet of non-air-conditioned storage space and
4,200 square feet of air conditioned storage space at 850 E. Foothill Boulevard in Rialto. The
original term of the lease is from March 1, 1999 through February 28, 2014. In the thirteen years
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since the lease was originally approved, the Board has approved four amendments, which are
summarized below:

Amendment Approval Iltem
No. Date No. Action

1 8-4-98 18 o Approved a Subordination, Non-Disturbance and
Attornment Agreement between the County, Landlord, and
Landlord’s lender to secure construction loan financing

2 4-6-99 12 o Approved a Subordination, Non-Disturbance and
Attornment Agreement between the County, Landlord, and
Landlord’s lender to secure a new permanent loan

3 8-13-02  N/A o Approved a settlement agreement to affect a reduction in
the rent totaling $1,796,185, as a result of litigation filed by
the County June 8, 2002

4 6-29-04 63 o Approved a Subordination, Non-Disturbance and
Attornment Agreement between the County, Landlord, and
Landlord’s lender to secure a new permanent loan

In 2008, ARMC, DBH and DPH initiated efforts to research alternative methods for the delivery of
healthcare services and to develop a strategy and plan for an improved healthcare delivery
system in San Bernardino County. A team of managers and staff from these three departments,
as well as Human Services (HS), the Transitional Assistance Department (TAD) and the Real
Estate Services Department (RESD), met regularly to discuss resources and technologies
available to streamline operations and create efficiencies; opportunities to improve revenues and
reduce costs; challenges associated with integrating staff and management of separate County
departments responsible for different types of healthcare; and the need for new medical office
facilities in various locations.

The team conducted studies, collected data, visited other California counties and contacted
providers in other states utilizing some form of integrated or “one-stop” operation for the delivery
of healthcare. Catchment areas were identified using population density, the percentage of
residents below the 200% federal poverty level, the percentage of the population currently
receiving Medi-Cal benefits and the percentage of the population in each area that is currently
receiving County services. From these studies and analyses, it was discovered that the County
has a large service gap between the population that would be eligible for County services and
those currently being served. As a result of these efforts, the team developed the concept of
Collocated Healthcare Centers (CHC) that would be designed to offer comprehensive medical
and behavioral primary health care services in clinic and medical office-like facilities operated by
an informed and collaborative staff, knowledgeable of the various services each respective
department provides.

While there are several areas throughout the County where the location of a CHC would serve to
improve healthcare service, the most immediate need was determined to be the San
Bernardino/Rialto/Colton area. Services are currently being provided from a leased facility
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located at 1543 West 8" Street in San Bernardino, commonly known as Casa Ramona. This
facility is much smaller than needed with no room for expansion. In addition, the lease expires on
September 30, 2013 and the landlord/owner has plans for a charter school; a use much better
suited for this location.

On June 9, 2009 (Item No. 81), the Board authorized RESD to issue a Request for Proposals
(RFP) for the lease of approximately 41,000 square feet of office and medical space to locate a
CHC in the San Bernardino/Rialto/Colton area. The RFP was advertised in the local newspaper
and informational flyers mailed to developers, real estate agents and brokers. RESD received
twelve proposals, one of which was outside the boundaries set forth in the RFP. The remaining
eleven proposals included rents that were in excess of the budget for a new facility. As a result of
excessive rent proposals, primarily associated with new, build-to-suit facilities, together with the
need to relocate from the current Casa Ramona facility, the 104,000 square foot, leased
Behavioral Health Resource Center (BHRC) located at 850 E. Foothill Boulevard in Rialto was
suggested as an alternative. After considering the size and location, as well as opportunities to
relocate and consolidate certain of the current operations and staff at this facility, the team
determined to hire an architectural firm to evaluate current uses and create a needs assessment
and floor plan to accommodate the requirements for the CHC.

BHRC was determined to meet the needs for the CHC in this area, which will allow ARMC, DBH
and DPH to collocate and provide integrated healthcare services. RESD was requested to
contact the owner to discuss improvements throughout the building, primarily to relocate staff
within the facility, remodel space for a new DPH Women Infants and Children (WIC) program,
and remodel space for a new ARMC clinic.

On August 22, 2011, the County Administrative Office (CAQ) approved CIP request No. 12-111
submitted by ARMC, 11-224 and 11-225 submitted by DBH, and 12-106 submitted by DPH to
extend the term of Lease Agreement No. 98-490 for 104,000 square feet in BHRC located at 850
E. Foothill Boulevard in Rialto; remodel 14,310 square feet in BHRC to relocate ARMC from
6,944 square feet of leased space at 1543 West 8™ Street in San Bernardino; remodel 3,222
square feet in BHRC to relocate DPH WIC from 2,900 square feet of leased space at 851 West
Foothill Boulevard in Rialto; and remodel 2,085 square feet in BHRC to consolidate DBH in

85,545 square feet in BHRC.

The tenant improvement costs to be completed by the landlord are estimated at $2,239,518. In
addition, approximately $127,960 will be paid to ISD, A&E and Troy Alarms for various services
for a total of $2,367,478. ARMC will make incremental payments as the construction and other
services are completed and will be reimbursed by DBH and DPH for their respective share of the
costs. Upon completion of the remodel and build-out of new office and medical office areas in
this 104,000 square foot facility, scheduled to be completed on March 1, 2012, ARMC will occupy
14,958 square feet of medical office space (15% of the facility); DBH will occupy 85,545 square
feet of office and storage space (82% of the facility) and DPH WIC will occupy 3,497 square feet
of office space (3% of the facility). Each will be responsible for their share of the rent based on
these percentages.
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Because the tenant improvements to the BHRC facility for a new CHC will be extensive and
costly, and that this facility is well located to provide medical services for the residents in this area
for the foreseeable future, ARMC, DBH and DPH determined it prudent to exercise the two
remaining five-year options to extend the term ten years from March 1, 2014 to February 28,
2024. For these same reasons, ARMC, DBH and DPH also requested RESD secure two
additional five-year options to extend. RESD was able to secure two additional five-year options
to extend the term of Lease Agreement No. 98-490.

County Policy 08-02-01 regarding the lease of privately owned property allows the use of an
alternative procedure when compliance with the requirements of a formal request for proposals
(RFP) or solicitation of proposal (SOP) would unreasonably interfere with the financial or
programmatic needs of the County or when the use of an alternative procedure would otherwise
be in the best interest of the County. County Policy No. 08-02-01 also requires a thorough and
detailed review by the County Administrative Office or designee to validate the need for and
provide an analysis of any lease with a term of more than twenty years. Exercising the two
existing five-year options previously approved by the Board will extend the term ten years from
March 1, 2014 through February 29, 2024 and create an aggregate term of twenty-five years.
However, if the two additional options to extend are approved and eventually exercised, the
aggregate term will increase to thirty-five years. Nevertheless, based on the RFP responses
received, it was determined that a new, build-to-suit facility is not economically feasible and the
better alternative is to remodel the BHRC facility to integrate County healthcare services. If, in
the future, the building falls into disrepair, economic conditions change or a smaller or larger
facility is needed, a new facility could be obtained in lieu of exercising the next available option to
extend. ARMC, DBH and DPH request the Board approve an aggregate term of more than
twenty years (potentially, thirty-five years) and approve RESD’s use of an alternative procedure to
add two additional five-year options to extend the term to Lease Agreement No. 98-490.

In summary, Fifth Amended and Restated Lease Agreement No. 98-490 amends and restates the
agreement, incorporates four previous amendments and provides additional changes now
required, effective, and retroactive to, March 1, 2011; reflects changes in the use of the 104,000
square feet in the facility by increasing the total office space by 1,570 square feet from 88,280 to
89,850 square feet, reducing the non-air-conditioned storage space by 1,570 square feet from
11,520 to 9,950 square feet, and maintaining the 4,200 square feet of air conditioned storage
space; provides for tenant improvements at the not-to-exceed cost of $2,367,478; increases the
monthly rent by $6,586 from $148,645 to $155,231 effective March 1, 2012, the scheduled
completion date of the tenant improvements; extends the term ten years from March 1, 2014
through February 29, 2024, adds two five-year options to extend the term; and includes updated
provisions relating to taxes, indemnification, insurance, public records disclosure and the
American Recovery and Reinvestment Act of 2009.
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Summary of Lease Terms

Lessor:

Location:

Size:

Term:

Options:

Rent:

Annual Increases:

Improvement Costs:

Custodial:
Maintenance:

Utilities:

(old)
(new)

68

SHL Associates, Lid.
(Scott Beard, Chief Financial Officer)

850 E. Foothill Boulevard, Rialto

104,000 square feet consisting of 89,850 square feet of office
and medical office space, 9,950 square feet of non-air-
conditioned storage space and 4,200 square feet of air-
conditioned storage space

Two years, four months remaining of the original fifteen year
term plus an additional ten-year extended term; twelve years,
four months total ending February 29, 2024

Two five year options to extend the term

Cost per sq. ft. per month Monthly Annual

$1.43 (104,000 square feet) $148,645 $1,783,740

$1.70 (89,850 square feet of office $153,185 $1,838,223
space)

$0.31 (4,200 square feet of air- $ 1,305 $ 15,660
conditioned storage)

$0.074 (9,950 square feet of non-air- $ 741 $ 8895
conditioned storage)

$1.49* (blended rental rate for $155231 $1,862,778
104,000 square feet)

*Mid-range for the Rialto area; commencing March 1, 2012

2.5%

$2,367,478; to be paid incrementally as completed and upon
unofficial inspections and approvals by A&E

Provided by Lessor
Provided by Lessor
Provided by Lessor; however, County is responsible for electrical
costs in excess of $294,528 ($0.24 per sq. ft. per month per

lease year), which increases two and a one-half percent (2.5%)
annually on the anniversary of the lease commencement date
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Summary of Lease Terms

Insurance: The Certificate of Liability Insurance, as required by the lease, is
on file with the Real Estate Services Department

Right to Terminate: Neither the County nor the Lessor has the right to terminate
during the current or ten-year extension of the lease term

Parking: Sufficient for County needs

REVIEW BY OTHERS

This item has been reviewed by County Counsel (Robert F. Messinger, Deputy County Counsel,
387-8979) on August 16, 2011; DBH (Dianne Sceranka, Integrated Health Care Clinic Manager,
382-3150) on August 15, 2011; ARMC (Maureen Malone, Chief Operating Officer, 580-6180) on
August 16, 2011; DBH (Tanya Bratton, Deputy Director, 382-3029) on August 11, 2011; and the
County Administrative Office (Monique Allen, 386-8393, and Janet Lowe, 387-5380,
Administrative Analysts) on September 14, 2011.







