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Description/Analysis 

Issue:  K. Hovnanian Forecast Homes Northern, Inc. (Developer) has incurred 
$11,491,952 in expenses in its Natomas Central project that are eligible for 
reimbursement under City Agreement Nos. 2008-0683 and 2008-0683-1
(collectively, the Agreement) from special taxes collected within Natomas Central 
Community Facilities District No. 2006-02 (CFD 2006-02).  Eligible public
improvements have been constructed, verified, and accepted by the City at a 
cost to the Developer in excess of the special taxes collected to date.  This 
Council item will appropriate current, available tax revenue of $891,305 to allow 
reimbursement of eligible expenses from available funds.  These taxes are 
collected solely for the purpose of financing public improvements within CFD
2006-02.  As taxes are generated, staff will ask Council to approve additional 
appropriation authority until the Developer is fully reimbursed.

Natomas Meadows Community Facilities District No. 2007-01 (CFD 2007-01) is 
similar in structure to CFD 2006-02.  Taxes were levied in CFD 2007-01 for the 
first time this year, and tax revenues in the amount of $16,510 have been 
collected.  Article IX, section 114, of the City Charter requires the Council to 
authorize the creation of an accounting fund to account for taxes collected in 
CFD 2007-01 and for future disbursements of those taxes under City Agreement 
2008-0887. Approval of the attached resolution will authorize the addition of an 
accounting fund for this purpose.  No disbursements are requested from CFD 
2007-01 at this time.  

Policy Considerations: Pursuant to the City Charter, City Council appropriation 
authority is required to reimburse the Developer under the Agreement and to 
establish a new accounting fund.

Environmental Considerations

California Environmental Quality Act (CEQA):  Under the California 
Environmental Quality Act (CEQA) guidelines, continuing administrative activities 
do not constitute a project and are therefore exempt from review.

Sustainability Considerations: There are no sustainability considerations 
applicable to administrative activities.

Commission/Committee Action: None

Rationale for Recommendation: Appropriation of funds in CFD 2006-02 will allow the 
Developer to be reimbursed for a portion of actual improvement costs incurred under 
the Agreement. Creation of an accounting fund for CFD 2007-01 is required by the City 
Charter and necessary to properly account for the revenues collected.

Financial Considerations:  Special taxes are collected within CFD 2006-02 solely for 
the purpose of constructing public facilities and financing development fees within CFD
2006-02. To date, $7,912,174 has been collected and $7,004,869 has been disbursed, 
with $6,937,134 reimbursed under the Agreement and $67,735 reimbursed for 
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collection and accounting expenses.  Of the difference of $907,305, $10,000 is being 
held in reserve for refunds and associated expenses.  The balance of $897,305 is 
recommended for disbursement to the Developer.  Verified eligible expenses to date are 
$11,491,952 as shown on Attachments 2, 3, and 4.

The history of Council action on disbursements from CFD 2006-02 is as follows:

 By Resolution No. 2008-814, $2,244,930 was disbursed representing collections 
prior to July 1, 2008.

 By Resolution No. 2009-250, $1,170,672 was disbursed representing the 
December 2008 tax collection.

 By Resolution No. 2009-571, $1,031,000 was disbursed representing the April 
2009 tax collection.

 By Resolution No. 2010-150, $1,311,428 was disbursed representing the 
December 2009 tax collection of $1,113,323 plus $198,105 from interest and 
penalties through June 30, 2009.

 By Resolution No. 2010-677, $1,179,104 was disbursed representing the April 
2010 collection, plus interest and penalties, less refunds and administrative 
expenses through June 30, 2009, plus a portion ($206,951) of the December 
2010 collection of $1,114,256

Approval of the attached resolution will release the $897,305 in available funds as 
reimbursement to the Developer.

Approval of an accounting fund for CFD No. 2007-01 will provide a mechanism for 
accounting and reporting the activities of the CFD.  Taxes in the amount of $16,510 
have been collected but no disbursements are requested at this time.  Appropriations of 
$1,649 are requested to reimburse County and City expenses for the cost of collecting 
the tax.

Emerging Small Business Development (ESBD): None.  No goods or services are 
being purchased.
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BACKGROUND

Natomas Central Community Facilities District No. 2006-02

In 2006, in accordance with the Mello-Roos law (Government Code section 66000 et 
seq.), the City formed Natomas Central Community Facilities District No. 2006-02 (CFD 
2006-02) for the purpose of financing fees and public improvements that benefit 
properties within CFD 2006-02.  On July 10, 2008, the City and K. Hovnanian Forecast 
Homes Northern, Inc. (the Developer) entered into an Acquisition and Shortfall 
Agreement that was designated as City Agreement No. 2008-0683 and was 
subsequently amended by City Agreement No. 2008-0683-1 (collectively, the 
Agreement). The Agreement obligates the City to reimburse the Developer for eligible 
expenses incurred within CFD 2006-02. Reimbursement can occur in two ways. First, 
the City can issue bonds through CFD 2006-02 and use the bond proceeds to 
reimburse the Developer in full as eligible expenses are incurred and verified, with debt 
service on the bonds paid from special taxes. Second, the City can reimburse the 
Developer directly from special-tax revenues as they are collected; the disadvantage of 
this pay-as-you-go approach is that the Developer won’t be fully reimbursed until many 
years after incurring the expenses. Whether reimbursement is from bonds, from taxes, 
or from a combination of bonds and taxes, the Agreement specifies that total 
reimbursement cannot exceed $35 million (less the cost of issuing any bonds).

CFD 2006-02 has been unable to issue bonds because of the FEMA restrictions and 
the general economic downturn. Therefore, the City has been reimbursing the 
Developer from special taxes collected each year. Total verified and reimbursable costs 
to date are $11,491,952:  

 The City’s engineering consultant, Harris and Associates, has verified costs and 
compliance with the Agreement in the amounts of $4,300,000 and $1,600,000 
for El Centro Road and Del Paso Road respectively (Exhibit A).  Both roads were 
widened to four lanes and include medians, curbs, gutters, and sidewalks.  

 The Department of Transportation has verified costs and compliance with the 
Agreement in the amount of $3,911,129 for three interior, non-subdivision 
collector roads: Natomas Central Drive, Hovnanian Drive, and Manera Rica Drive
(Exhibit B).  

 The Department of Utilities has verified $1,680,823 for construction and 
acquisition of the detention basin within CFD 2006-02 (Exhibit C).

When the City uses special taxes collected within CFD 2006-02 to reimburse the 
Developer, the City Council must authorize each appropriation of tax revenues. To date, 
the City has collected $7,912,174 in special taxes and interest earnings. The City 
Council has previously authorized the use of these revenues to reimburse the 
Developer for $6,937,134 of the $11,494,952 in eligible costs. This was done in five 
separate payments: $2,244,930 (Resolution No. 2008-814), $1,170,672 (Resolution No. 
2009-250), $1,031,000 (Resolution No. 2009-571), $1,311,428 (Resolution No. 2010-
150), and $1,179,104 (Resolution No. 2010-677) Of the $975,040 remaining balance, 
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the City has expensed $67,735 for accounting and collection costs and is holding 
$10,000 in reserve, leaving $897,305 available for reimbursement. Staff requests that 
this amount be appropriated to Project Number J22003600 to permit payment to the 
Developer. With this payment, the Developer’s remaining unreimbursed expenses will 
be reduced to $3,657,513:

Total reimbursable expenses: $11,491,952
Previous disbursements . . . . . . . . . 6,937,134
Current disbursement . . . . . . . . . . .    897,305
Unreimbursed expenses . . . . . . .  $3,657,513

Natomas Meadows Community Facilities District No. 2007-01

Natomas Meadows Community Facilities District No. 2007-01 is also a pay-as-you-go 
district. Staff recommends the creation of an accounting fund to properly account for 
$16,510 in tax levied for the first time this year.  No reimbursements are requested at 
this time.  Staff will return to Council for any reimbursements of verified costs.
Appropriations of $1,649 are requested at this time to reimburse County and City 
expenses for the cost of collecting the tax.
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Exhibit A
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Exhibit B
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Exhibit C
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RESOLUTION NO. 

Adopted by the Sacramento City Council

APPROPRIATION OF SPECIAL-TAX REVENUE
NATOMAS CENTRAL COMMUNITY FACILITIES DISTRICT NO. 2006-02

BACKGROUND

A. Under City Agreement No. 2008-0683 as amended by City Agreement No. 2008-
0683-1, K. Hovnanian Forecast Homes Northern, Inc. (the “Developer”) is 
entitled to reimbursement for eligible expenses incurred within Natomas Central 
Community Facilities District No. 2006-02 (the “CFD”), subject to the availability 
of funds. The City has verified eligible expenses of the Developer in the amount 
of $11,491,952 to date.

B. To date, the City has received $7,912,174 in interest and Mello-Roos special 
taxes levied for the purpose of financing eligible expenses within the CFD, with 
$6,937,134 disbursed in increments of $2,244,930, $1,170,672, $1,031,000, 
$1,311,428, and $1,179,104 under Resolution Nos. 2008-814, 2009-250, 2009-
571, 2010-150, and 2010-677 respectively, leaving a balance of $975,040.

C. Of the $975,040 balance, $67,735 has been expensed for accounting and 
collection costs and $10,000 is being held in reserve for any refunds, associated 
expenses and contingency, leaving $897,305 available for disbursement to the 
Developer.

D. The appropriation of available funds of $897,305 will permit partial 
reimbursement to the Developer, totaling $7,834,439 with this action, leaving a 
balance of verified, unreimbursed expenses of $3,657,513.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1 The City Manager’s designee is authorized and directed to appropriate 
$897,305 from revenues of the CFD (i.e., special taxes and interest) to 
Project J22003600 to reimburse the Developer in part for eligible expenses.
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RESOLUTION NO. 

Adopted by the Sacramento City Council

ESTABLISHING AN ACCOUNTING FUND AND AMENDING THE REVENUE AND 
EXPENDITURE BUDGETS FOR THE NATOMAS MEADOWS CFD NO. 2007-01, 

FUND 3332, FOR FISCAL YEAR (FY) 2010/11

BACKGROUND

A. On October 9, 2007, the property owner of the area within the boundaries of the 
Natomas Meadows Community Facilities District No. 2007-01 (CFD 2007-01) as 
shown on Exhibit A voted to approve the formation of the district.

B. CFD 2007-01 formation was approved by the City Council on July 17, 2007.
FY2010/11 is the first year that taxes have been levied in CFD 2007-01.  A new 
accounting fund needs to be created in accordance with article IX, section 114,
of the City Charter.

C. Property owners within the boundaries of CFD 2007-01 are assessed a special 
tax (Exhibit B) to reimburse developer costs and associated expenses incurred 
for the construction of capital improvements benefiting the district and as 
provided for City Agreement 2008-0887.

D. Special taxes to be collected in FY2010/11 total $16,510.  No disbursements to 
the developer are requested at this time.

F. Appropriations of $1,649 are required to reimburse County and City expenses for 
the cost of collecting the tax.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The City Council finds and determines that the background statements A 
through F are true.

Section 2. The Finance Director is authorized and directed to create a new 
accounting fund, Fund 3332, to be known as Natomas Meadows CFD No.
2007-01.

Section 3. The Finance Director is authorized and directed to amend the revenue
and expenditure budgets of CFD 2007-01 to $16,510 and $1,649
respectively, and as shown on Exhibit B.
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Exhibit A
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Exhibit B

NATOMAS MEADOWS CFD NO. 2007-01
FY2010/11 BUDGET

Beginning Fund Balance              $         0
Total Assessed to Property Owners $16,510

Developer Reimbursement $0
Special Districts Administration (PIF) 0
Billing Administration

Consultant 250
Accounting 1,315
County 84

Total Expenditures $1,649

Ending Fund Balance (Contingency)   $14,861
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