Belmont Redevelopment Agency
Agenda #
Meeting of October 12, 2004

CITY OF BELMONT

STAFF REPORT

Resolution Authorizing Pass-Through Payments to School Districts for FY 2002-2003 and FY
2003-2004 from the Redevelopment Agency Capital Projects Fund

Honorable Chair and Directors:

Summary: Approval of the attached resolution will allow the Redevelopment Agency to pass-through
monies withheld for FY 2002-2003 and FY 2003-2004 from the school districts participating in the Net
Revenue Sharing Agreement with the Redevelopment Agency. Payment of the monies will be made
from the Redevelopment Agency Capital Projects Fund, as the monies will be used for capital projects
benefiting the RDA Project Area and its residents.

Background and Discussion: The RDA has an obligation to distribute tax increment revenues to
certain local school districts pursuant to a Fiscal Agreement, which “passes through” a portion of the tax
increment revenues of the Los Costanos Community Development Project.

In FY 2002-2003, the State mandated that redevelopment agencies across the state contribute to ERAF
(Educational Relief Augmentation Fund), as part of the strategy to balance the State’s budget. In FY
2003-2004, the State again mandated an ERAF payment from redevelopment agencies.

Based on a legal interpretation of the pass-through agreement with the school districts, the ERAF
amounts paid to the State were proportionately deducted from the pass-through payments to the school
districts receiving ERAF (or subsequent property tax benefits). The school districts affected by this
deduction [Belmont-Redwood Shores (the “District”), Sequoia Union High School District, and the San
Mateo County Office of Education], disputed this interpretation of the agreement. The differing
interpretations of the pass-through language continue; in the meantime, the RDA has set aside the total
amount of ERAF monies in question in an escrow account as a good faith measure until the matter was
resolved. The ERAF amounts withheld are as follows:

FY 2002-2003 $106,733

FY 2003-2004 $279,499

Total $386,232

The RDA and school districts have agreed upon a solution to the dispute over these two years of ERAF
deductions. The RDA is prepared to make a payment totaling the disputed portion of the pass-through
payments, plus interest earned in the escrow account. Due to funding restrictions, the RDA will make
the payments from the Capital Projects Fund. In order to allow use of RDA capital project monies, the
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school districts have provided information on the specific capital projects that the funds will be used for
that will benefit the RDA Project Area and its residents (refer to attached letter from the District for
details).

It is important to note that the differing interpretations of the language in the pass-through agreement
have not been permanently resolved. The arrangement described above will address the ERAF
payments for FY 2002-2003 and FY 2003-2004 only. The State has mandated additional ERAF
payments for FY 2004-2005 and FY 2005-2006; but, the FY 2004-2005 pass through payments will not
be due until May 2005, which provides time to engage in further discussions with the school districts.

Follow Up: Disburse funds to the School Districts.

Fiscal Impact: $386,232 plus interest earned ($865.35 through June 30, 2004) disbursed from the RDA
Capital Projects Fund.

Recommendation: Approve resolution authorizing ERAF pass-through payments to School Districts
for FY 2002-2003 and FY 2003-2004.

Alternatives:
1. Provide alternative direction.

Public Contact:
1. The agenda has been noticed.

Attachments
1. Resolution
2. Letter from School Districts accepting payment amounts.

Respectfully submitted,

Thomas Fil, Finance Director Daniel Rich, Interim Executive Director

I:\Staff Reports\Pending Staff Reports\101204 RDA ERAF.doc

ATTACHMENT 1
2



RESOLUTION NO.

RESOLUTION AUTHORIZING ERAF PASS-THROUGH PAYMENTS TO SCHOOL
DISTRICTS FOR FY 2002-2003 AND FY 2003-2004 FROM THE REDEVELOPMENT
AGENCY CAPITAL PROJECTS FUND

WHEREAS, the Redevelopment Agency makes pass-through payments to the school districts in
accordance with a net revenue sharing agreement; and

WHEREAS, the State mandated ERAF payments from the Redevelopment Agency for FY
2002-2003 and FY 2003-2004, and these payments were deducted from the pass-through payments made
to the school districts; and

WHEREAS, an agreement has been reached between the RDA and school districts for the RDA
to make payment to the school districts for the FY 2002-2003 and FY 2003-2004 ERAF monies
deducted, and the school districts will use these funds for capital projects that will benefit the RDA
Project Area and its residents; and

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors that the RDA Capital
Projects Fund will pay out the FY 2002-2003 and FY 2003-2004 ERAF monies withheld from the
school districts, plus interest earned in the escrow account.

* * * * * * * * * * * *

I hereby certify that the foregoing Resolution was duly and regularly passed and adopted by the Board of
Directors of the Belmont Redevelopment Agency at a regular meeting thereof held on October 12, 2004
by the following vote:

AYES, DIRECTORS:

NOES, DIRECTORS:

ABSTAIN, DIRECTORS:

ABSENT, DIRECTORS:

Secretary of the Belmont
Redevelopment Agency
APPROVED:

Chair of the Belmont Redevelopment Agency



