Belmont Redevelopment Agency Agenda #
Meeting of February 10, 2009

Ix CALIFORNIA ll

CITY OF BELMONT

Staff Report

DISCUSSION AND DIRECTION REGARDING REDEVELOPMENT AGENCY PASS-
THROUGH PAYMENTS

Honorable Chair and Board Members:

Summary
This report discusses recent developments affecting the Redevelopment Agency pass-through

payments to other agencies and seeks the Agency Director’s direction with regard to certain
matters.

Background
The Redevelopment Agency’s purpose is to eliminate blight and provide affordable housing

opportunities. To accomplish this purpose, the Redevelopment Agency receives funding through
property taxes collected within the Project Area. The property taxes are referred to as “tax
increment”. Tax increment is defined as the growth in property valuations since the
establishment of the Redevelopment Agency. In Belmont’s case, the Redevelopment Agency
was established in 1980. In other words, increases from taxes since 1980 due to new enrollments,
primarily from property sales and new construction, have been allocated to the Redevelopment
Agency.

When redevelopment agencies were formed, the laws at the time subjected redevelopment
agencies to entering into contractual agreements with certain other governments who would be
adversely impacted by the establishment of the redevelopment agency. This resulted in Belmont
entering into agreements to pass through taxes with the County of San Mateo, four overlapping
school districts and the Mosquito Abatement District.

SB 211

Subsequent to the formation of the Belmont Redevelopment Agency, the Legislature passed SB
211, and a related statute AB 1290, which prescribed how redevelopment agencies pass through
payments if they enact a plan amendment that extends the plan’s life. Belmont was subject to SB
211 when it extended the plan life of the Redevelopment Agency for Project Area activities in
2004 for an additional 10 years. That plan life now expires in 2024,

AB 1290 further grouped these pass through payments into categories or tiers. Tier | pass
through payments represent those payments that are based on negotiated contractual agreements.
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For Belmont, that represents contracts originally executed back in the 80’s and perhaps, as is the
case with the school districts, revised since then. By contrast, Tier 11 pass through payments are
prescribed by statute, and include all the other agencies that have taxing authority in the Project
Area that were not covered by Tier | agreements.

AB 1389

A recent development affecting the Redevelopment Agency was the passage of AB 1389. AB
1389 was enacted near the end of last session as a budget trailer bill and requires redevelopment
agencies to submit a report to its county auditor reporting the statutory pass-through payments
made by the Redevelopment Agency between July 1, 2003 and June 30, 2008.

ERAF

As previously discussed, the Redevelopment Agency 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. The fiscal agreement is called the “Net
Revenue Agreement”.

The Net Revenue Agreement passes through 60% of the Redevelopment Agency’s annual
property tax increment after deducting for certain items, including the 20% housing set-aside
funds, county pass through, senior debt payments on the first $13 million in obligations and
proforma administrative expenses.

Beginning in FY 2003, the State mandated that redevelopment agencies across California
contribute to ERAF, as part of the strategy to balance the State’s budget. In FY 2004, FY 2005,
FY 2006 and, most recently again in FY 2009, the State further 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 Community College District], disputed this interpretation of
the fiscal agreement. The differing interpretations of the pass-through language continue to this
date; however, the Redevelopment Agency, working cooperatively with the District, have so far
agreed upon a solution to the dispute over the years of ERAF deductions to the satisfaction of all
the school districts.

Discussion

The balance of this report will discuss the implications of the statutes, SB 211 & AB 1389, and
the Governor’s ERAF payment required in FY 2009 relative to the school district pass through
payments.
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SB 211 & AB 1389

The Redevelopment Agency has complied with this legislation, and as a consequence, has
determined that it owes $247,727.80 to various agencies. As shown in the table below, the
preponderance of pass through payments are due to related entities. $74,984.28 is required to be
paid to the City of Belmont General Fund and $127,262.42 is due the Belmont Fire Protection
District. The balance has been paid to other taxing agencies.

Total 2004-05 2005-06 2006-07 2007-08
Table 2.1 Table 2.2 Table 2.3 Table 2.4
Statutory Pass Through Required:

Free Library §25.824 72 199956  $434025 5833054 $11,15437
City of Belmont * 74,984 28 $5,805.88 §12,602.29 $24 18844 $32 38767
Belmont Fire District $124.120.39 $9,610.39 §$20,860.39 $40,038.77 $53,610.84
Belmont Spec Fire Zone 1 $3,142.03 $368.64 $639.49 $0.00 $2,133.90
Harbor Industrial Sewer District $41.51 50.82 $14.91 $11.97 $13.81
Belmant Light $0.00 50.00 $0.00 $0.00 $0.00
Belmont Co Water District 54 477 11 $367 96 $836.06  §1458.33 5181476
BAAQMD $1,662.12 $120.95 $262 54 $503.91 567471
County Harbor District $2635.18 $204.04 $442 88 $850.06 $1,138.20
Sequoia Hospital District $10,940.45 584710 $1.838.72  §3529.17 $4,725.47

Total Required Pass Through 5247 727.80 $19,325.33  $41,837.55 $78,911.19 §107,653.73

In the preparation of the required reporting under AB 1389, the Redevelopment Agency engaged
Keyser Marston Associates (KMA) to assist in calculating the SB 211 pass through payments.
KMA initially reviewed a preliminary calculation developed by the County Auditor for the
Redevelopment Agency. Upon that review, KMA determined that the total pass through
requirement was approximately $123,000 less than the amount computed by the County and that
elements of the Controller’s Office calculations were not consistent with the Community
Redevelopment Law (CRL) and lead to an overstatement of the Redevelopment Agency’s pass
through requirement.

The table that appears on the following page itemizes the differences between the two
calculations.

The Redevelopment Agency’s dispute is based on complex issues, including whether pass-
through payments should include a percentage of supplemental property tax revenues and
excluding declines in value in certain tax rate areas. Although AB 1389 does contemplate that
agencies and county auditors may have disputes over the calculation of pass-through payments,
the statute, unfortunately, does not include a clear process for the resolution of these disputes.
Nonetheless, staff will continue to work with the County Auditor and the State Controller to
resolve the dispute
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KMA issued a letter on their findings, shown as Attachment A to this report, and the
Redevelopment Agency filled a Statement of Dispute with the AB 1389 report. The $123,000
difference is being held by the Redevelopment Agency from the Tier Il governmental agencies
pending an outcome from the State on the merits of the dispute. The pass through payments
calculated by KMA have been made prior to February 1, 2009 reporting deadline.

Total Per Total Per
KMA County
Calculation Calculation’
04-05 to 07-08 04-05 to 07-08 Delta
Statutory Pass Through Required:

Free Library $25,824 72 $38,330.47 51250575
City of Belmont ? 374,984 28 $111,295.99 $36,311.71
Belmont Fire District 5124 120.39 $184 226.63 $60,106.23
Belmont Spec Fire Zone 1 $3,142.03 $8.576.11 $5,434.08
Harbor Industrial Sewer District 541.51 357 .54 $16.03
Belmont Light $0.00 $0.00 $0.00
Belmont Co Water District 5447711 55,542 22 $1,085.11
BAAQIMD $1,562.12 $2,318.48 5756.36
County Harbor District 52 63518 $3.911.23 $1,276.05
Sequoia Hospital District $10,940 .45 $16,238.40 $5,297.95
Total Required Pass Through 5247 72780 537049707 $122 769 27

ERAF

As described previously, the State has a long history of mandating redevelopment agencies
transfer tax increment to the Education Revenue Augmentation Fund or ERAF for the benefit of
school districts. Last year, the Governor signed into law a requirement that the Belmont
Redevelopment Agency deposit a $477,238 ERAF payment with the County Auditor by May
2009 as part of the FY 2009 Budget.

In the past when the State has required ERAF payments of the redevelopment agencies, the
Belmont Redevelopment Agency has relied on a legal interpretation of the Net Revenue
Agreement resulting in a proportionate deduction of the ERAF payment from the pass-through
payments to the school districts receiving ERAF. In turn, the school districts have disputed the
Redevelopment Agency’s interpretation of the fiscal agreement. The differing interpretations of
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the pass-through language continue to this date; however, the Redevelopment Agency, working
cooperatively with the District, have in the past agreed upon a solution to the dispute over the
years of ERAF deductions to the satisfaction of the school districts. The solution involves the
Redevelopment Agency funding a like amount of capital projects in benefit of the RDA Project
Area and its residents.

Staff is proposing the ERAF backfill solution again for FY 2009. Should the Redevelopment
Agency Directors concur with this treatment, staff would engage the District in further
discussions on the requirements for the capital funding with the remainder school districts. Due
to limitations on the use debt proceeds associated the Redevelopment Agency’s capital project
monies, the school districts would be required to provide information on the specific capital
projects where the funds are intended to be used.

To put this into perspective, the following table shows the historical ERAF payments made by
the Redevelopment Agency by fiscal year:

Fiscal Year Amount
FY 2003 $106,733
FY 2004 279,499
FY 2005 409,520
FY 2006 562,197

Total $1,357,949

The policy question raised by staff’s recommendation is whether the Redevelopment Agency
Director’s agree that continued use of capital project funding, which would otherwise be directed
towards economic development efforts, street improvements, building renovations, blight
elimination and related capital projects, is appropriate to backfill the ERAF payment deduction
to the school districts. This question is particularly relevant if the Agency Director’s believe the
State accepts the Legislative Analyst Office (LAO) proposal for a permanent redirection of
redevelopment agencies tax increment to ERAF.

Other Matters

The Redevelopment Agency has requested KMA determine the long term effect of having to
make the additional pass through payments to the Tier Il agencies on the Agency’s remaining
bonding capacity for project funding. KMA’s analysis will be shared with the Agency Directors
and the Finance Commission when staff brings forward the Redevelopment Agency’s bond
refinancing. That will occur once the debt markets normalize after the current credit crisis
passes.

General Plan/Vision Statement
No impact.
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Fiscal Impact
With respect to the SB 211 pass through payments, the Redevelopment Agency has remitted

$247,727.80 to various agencies. This amount was not known to be due or appropriated in the
Redevelopment Agency’s FY 2009 Budget. A supplemental appropriation will be required as
part of the Mid Year Review for this action. There are sufficient reserves in the Belmont
Redevelopment Agency for this purpose.

The $477,238 ERAF payment with the County Auditor due in May 2009 is funded in the
Redevelopment Agency’s FY 2009 Budget. However, should the Agency Director’s concur with
staff recommendations to backfill the ERAF payment to the school districts with capital project
funding, then, like the action above, a supplemental appropriation will be required as part of the
Mid Year Review.

As of the most recent reporting and after factoring in the ERAF Backfill proposal above, this
will leave the Agency Director’s with approximately $4,215,000 remaining in existing bond
proceeds for Redevelopment Agency capital projects.

Public Contact
Posting of City Council agenda.

Recommendation

Authorize staff to withhold the ERAF transfer from the FY 2009 pass through payments to
school districts participating in the Net Revenue Sharing Agreement with the Redevelopment
Agency consistent with past practice. Further, authorize payment of the ERAF backfill monies
in a like amount from the Redevelopment Agency Capital Projects Fund, as the monies will be
used for capital projects benefiting the RDA Project Area and its residents.

Alternatives

1. Do not withhold the ERAF transfer from the school districts. The Redevelopment Agency
would be required to use cash reserves to make the required payment to the County
Auditor. In the event the Redevelopment Agency could not make the payment due to
insufficient funding, it could borrow from the Low and Moderate Income Fund or the
City’s General Fund, but would be required to pay the loan back with interest.

2. In the event the State Budget dilemma is resolved unfavorably to the Redevelopment
Agency with a requirement to make permanent and substantive ongoing ERAF transfers,
begin renegotiating the Net Revenue Agreement with the school districts with the objective
of creating a sustainable funding model.

3. Provide alternative direction.

Attachments
A. Keyser Marston Associates SB 211 Findings



Respectfully submitted,

Thomas Fil
Finance Director

Staff Contact:

Thomas Fil, Finance Director
(650) 595-7435
tfil@belmont.gov

Jack R. Crist
Executive Director
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KEYSER MARSTON ASSOCIATES.

ADVISORS IN PUBLICATRIVATE REAL ESTATE DEVELOPMENT

MEMORANDUM
To: Thomas Fil, Finance Director
City of Belmont
From: Jerry Keyser and David Doezema
Date: January 29, 2009
Subject: Statutory Pass Through Calculations: FY 2004-05 to FY 2007-08

Pursuant to your request, Keyser Marston Associates, Inc. (KMA) has prepared
calculations of the Belmont Redevelopment Agency’s statutory pass through obligations
pursuant to its election under SB 211 to eliminate the debt incurrence time limit for the
Los Costanos Project Area. We have also compared our calculations to revised
calculations prepared by the San Mateo County Controller’s office and provided to the
Agency on January 28, 2009.

Summary of Pass Through Obligation

Table 1.1 summarizes the required pass through to each taxing agency for fiscal years
2004-05 through 2007-08. The total statutory pass through requirement for the four
years is $247,727.80. Of this am ount, $74,984.28 is required to be paid to the City of
Belmont General Fund. The balance must be paid to other taxing agencies. The detailed
computations prepared by KMA for each year are shown on Tables 2.1 to 2.4,

The requirement to make statutory pass throughs was triggered by adoption of an SB
211 amendment on May 11, 2004 by Ordinance 1000 which deleted the January 1, 2004
debt incurrence time limit for the Los Costanos C ommunity Development Plan. Fiscal
Year 2004-05 is the first year in which statutory pass throughs were required. The pass
throughs are calculated based on the increase in Project Area assessed value over the
“adjusted base year” assessed value in FY 2003-04 (the year the debt incurrence time
limit would have taken effect, i f it had not been deleted}.

55 PACIFIC AVENUE MAEL » SAN FRANCISCO. CALIFORNIA 94111 > PHONE: 415 398 3050 » FAX: 413 397 50065

WWWKEYSERMARSTON.COM

001-002.doc; jf
10660.005



To: Thomas Fil, Finance Director January 29, 2009
Subject: Statutory Pass Through Calculations: FY 2004-05 to FY 2007-08 Page 2

Taxing agencies that have a tax shar ing agreement with the Agency are not eligible to
receive a statutory pass through. The Agency has tax sharing agreements with the
County, each of the school districts, the County Office of Education, and the mosquito
abatement district.

Comparison / Review of County Calculations

Table 1.2 compares the pass through obligation per our calculations to amounts
computed by the San Mateo County Controller's Office. As shown, KMA indicates a total
pass through requirement that is approximately $123,000 less than the amount
computed by the County . We have identified elements of the Contr oller’s office
calculations that are not consistent with the C ommunity Redevelopment Law (CRL) and
lead to an overstatement of the Agency’s pass through requirement:

1. The County has inappropriately included supplemental property tax revenues in
its computations, which results in an overstatement of the Agency’s pass through
obligations. Section 33607.7 of the redevelopment law specifies that the statutory
pass throughs are to be computed based on assessed value. Howev er,
supplemental taxes are not attributable to reported assessed value and should
therefore be excluded from the calculation of pass throughs. The following is an
excerpt from CRL 33607.7 : “If an agreement does not exist, the amounts
required pursuant to subdivisions (b), (c), (d), and (e) of Section 33607.5, until
termination of the redevelopment plan, calculated against the amount of
assessed value by which the current year assessed value exceeds an adjusted
base year assessed value.”

2. The County’s calculations over-state Project Area assessed value growth since
the 2003-04 adjusted base year by excluding declines in value which occurred in
certain tax rate areas. Specifically: declines in value for tax rate areas 003-003, -
008, -019, -021 on the unsecured roll and tax rate areas 003-008 and 003- 020 on
the secured roll were omitted from the County's calculation. The declines in value
in these areas should have been netted against growth in value that occurred in
other areas of the Project.

For the above reasons, KMA concludes that the County’s calculations over-state the
Agency’s pass through obligations by approximately $123,000.

001-002.doc; jf
10680.005



Table 1.1
Summary - KMA Calculations of Required Statutory Pass Through 2004-05 to 2007-08
Los Costanos Redevelopment Project

Belmont, CA January 29, 2009
Total 2004-05 2005-06 2006-07 2007-08
Table 2.1 Table 2.2 Table 2.3 Table 2.4
Statutory Pass Through Required:
Free Library $25,824.72 $1,999056 $4,34025 $8,330.54 $11,154.37
City of Beimont * $74,984.28 $5,805.88 $12,602.20 $24,188.44 $32,387.67
Belmont Fire District $124,120.39 $9.610.39 $20,860.39 $40,038.77 $53,610.84
Belmont Spec Fire Zone 1 $3,142.03 $368.64 $639.49 $0.00  $2,133.90
Harbor Industrial Sewer District $41.51 $0.82 $14.91 $11.97 $13.81
Belmont Light $0.00 $0.00 $0.00 $0.00 $0.00
Belmont Co Water District $4,477.11 $367.96 $836.06 $1,458.33 $1.814.76
BAAQMD $1,562.12 $120.95 $262.54 $503.91 $674.71
County Harbor District $2,635.18 $204.04 $442.88 $850.06 $1,138.20
Sequoia Hospital District $10,940.45 $847.10  $1,838.72 $3,529.17 $4,725.47

Total Required Pass Through $247,727.80 $19,325.33  $41,837.55 $78,911.19 $107.653.73

Note;

T Pursuant to May 11, 2004 amendment pursuant to SB 211 to delete the January 1, 2004 debt incurrence time limit for the Los Coslanos
Redevelopment Project.

2 0n May 11, 2004, the City of Belmont adopted a resolution electing to receive a share of the statutory pass throughs.

Prepared by Keyser Marston Assocciates, Inc.
Filename: WSf-fs1Wwp\ 100106800 0680.005\Pass through calculations 1-29-09.xis; Ps thru sum; 1/29/2009; dd



Tabhle 1.2
Delta - KMA vs. San Mateo County Pass Through Calculation 2004-056 to 2007-08
Los Costanos Redevelopment Project

Belmont, CA January 29, 2009
Total Per Total Per
KMA County
Calculation Calcuiation’
04-05 to 07-08  04-05 to 07-08 Delta
Statutory Pass Through Required:
Free Library $25,824.72 $38,330.47 $12,505.75
City of Belmont ? $74,984.28 $111,295.99 $36,311.71
Belmont Fire District $124,120.39 $184,226 .63 $60,106.23
Belmont Spec Fire Zone 1 $3,142.03 $8,576.11 $5,434.08
Harbor Industrial Sewer District $41.51 $57 .54 $16.03
Belmont Light $0.00 $0.00 $0.00
Belmont Co Water District $4.477.11 $5,642.22 $1,065.11
BAAQMD $1,562.12 $2.318.48 $756.36
County Harbor District $2,635.18 $3,911.23 $1,276.05
Sequoia Hospital District $10,940.45 $16,238.40 $5,297.95
Total Required Pass Through $247,727.80 $370,497.07 $122,769.27

Note:
1 Summarized from Calculations prepared by the San Mateo County Controller's Office and transmitted to KMA January 28, 2009.

Prepared by Keyser Marston Associates, Inc.
Filename: WSi-fs1wpl10110680110680.005\Pass through calculations 1-29-09.x1s; Ps thru deita; 1/29/2009; dd
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	Belmont Redevelopment Agency Agenda # _______
	Meeting of February 10, 2009
	Staff Report

	This report discusses recent developments affecting the Redevelopment Agency pass-through payments to other agencies and seeks the Agency Director’s direction with regard to certain matters. 
	Public Contact


