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Description/Analysis

Issue: Growth in North Natomas has created sufficient financial capacity in 
Community Facilities District #3 (CFD 3) to provide much needed resources in 
the geographical area for the Department of Parks and Recreation (DPR).  In 
addition, a review of prior year expenditures of these funds by the Department of 
Utilities (DOU) found an underpayment for services provided.  The recommended 
action creates appropriation authority for the additional funding for DPR and to 
provide for the reimbursement to DOU.

Policy Considerations:  This item expands the use of CFD 3 funds within the 
limits of eligible uses and maintains prudent fiscal management of the district.

Environmental Considerations

California Environmental Quality Act (CEQA):   Under California 
Environmental Quality Act (CEQA) Guidelines, administration and annual 
maintenance do not constitute a project and are therefore exempt from review.

Sustainability Considerations: There are no sustainability considerations 
applicable to the formation process and administration of a special district.

Committee/Commission Action:  None

Rationale for Recommendation: The recommended actions are consistent with the 
Mello-Roos Community Facilities Act of 1982 (Government Code Sections 53339-
53339.9) for annual proceedings of existing districts.  Taxes have already been 
established for FY2011/12.  This item amends the Adopted FY2011/12 budget to allow 
for the distribution of resources to the City’s operating departments.

Financial Considerations:  There is no cost to the City or the General Fund.  All 
funding for services is generated from special taxes on the properties in CFD 3, which 
includes all of North Natomas, and only North Natomas.  Funds must be used for 
services unique to North Natomas or above current standard services provided 
throughout the City.

The attached resolution amends the CFD 3 budget to reflect anticipated revenues and 
expenditures in FY2011/12 as shown on the following page:
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             North Natomas Landscape Maintenance CFD No. 98-01 (CFD No. 3)

Proposed Amendment

FY12

  Baseline 
Budget

Amended 
Budget Change

Beg. Fund Balance (est.) 2,901,746 2,901,746 0 

Revenue

Special Tax 1,119,261 1,721,986 602,725 

Total Revenue 1,119,261 1,721,986 602,725 

Expenditure

Accounting 10,684 10,684 0 

DOU 830,000 957,323 127,323 

DOT 340,000 340,000 0 

DPR 119,595 745,549 625,954 

PIF 5,053 5,053 0 

Total Expenditure 1,305,332 2,058,609 753,277 

End. Fund Balance 2,715,675 2,565,123 (150,552)

The change in DPR is the result of an amendment to a 2003 interdepartmental 
agreement in which funding from CFD 3 went primarily to DOU and the Department of 
Transportation with a small amount provided to DPR to maintain the Fisherman’s Lake 
Park and mitigation lands.  The amendment provides funding to DPR for additional 
eligible expenditures in CFD 3.  

The DOU adjustment corrects for an under reimbursement during FY2009/10.

The additional funding is being generated from special taxes in CFD 3.  This special tax 
has been returned to the maximum levy.  Taxes had been reduced beginning in 
FY2009/10 because of the spending limitations of the 2003 interdepartmental 
agreement.  The fund balance is intentionally high to fund maintenance as areas are 
developed and/or come off warranty.

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

CFD 3 was formed in 1998 and encompasses the North Natomas Financing Plan area.  
Taxes are levied annually for designated maintenance activities within the North 
Natomas area.

On February 20, 2003, the Department of Public Works, DPR, and DOU entered a 
Memorandum of Understanding (MOU) governing: 1) maintenance responsibilities 
within areas subject to CFD 3 funding support and 2) the method of funding those 
responsibilities.  This original MOU is attached in its entirety as Exhibit A to Attachment 
A.  

The 2003 MOU acknowledged the limited funds in CFD 3 relative to responsibilities and 
prioritized the use of those funds.  Complete funding required a combination of other 
Assessment and Tax Districts as well as the General Fund.  The MOU allocated CFD 3 
funds to DOU and the Department of Public Works in support of their responsibilities as
detailed in the MOU.  At that time DPR funding came from the General Fund, the 
Neighborhood Park Maintenance District formed a year earlier, the Citywide Landscape 
and Lighting District, and Fees and Charges.

The eligible uses of CFD 3 funds are specifically defined but are much broader than that 
defined by the 2003 MOU.  The main legal document for the CFD, the Hearing Report, 
contains the following key language:

…the primary function of the CFD #3 is to fund the maintenance of landscape 
corridors, parks and open space facilities unique to North Natomas or above City 
standards.  The CFD’s authorization, however, does not limit the funding of 
maintenance to those facilities unique to North Natomas or above City standard.  
The CFD may fund the maintenance of park acres, medians and bikeways although 
subject to funding from existing Citywide sources.  The CFD’s authorization is broad 
due to the uncertainty of future funding availability from Citywide sources and the 
desires/needs of the North Natomas Community… (Hearing Report, page 7)  

The Hearing Report was a part of CFD 3’s formation in 1998 and is attached in its 
entirety as Exhibit B to Attachment A.  Specific eligible uses are detailed on page C-1, 
Exhibit C to the Hearing Report.

Subsequent to the MOU, it was agreed by the parties to the MOU that DPR could best 
maintain the new Fisherman’s Lake buffer park and habitat mitigation area.  DPR began 
receiving reimbursements from CFD 3 for the buffer in FY2008/09.

Over time, CFD 3 revenues began to exceed the routine operations and maintenance 
responsibilities detailed by the MOU and by the Fisherman’s Lake adjustment.  As a 
result, the tax was lowered by one-third beginning in the FY2009/10 tax year.  

The tax was lowered also because the fund had reached its target fund balance of $2 
million.  The target is this high because the CFD is designed to fund maintenance as 
areas are developed and/or come off warranty.  The higher fund balance can 
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accommodate these increases in maintenance costs in excess of annual tax revenue.  
The balance as of June 30, 2011, is estimated at $2.9 million.

In August of 2011, and in consultation with the City Manager and the District 1 Council 
Member, staff amended the MOU to utilize the additional tax capacity of CFD 3 to 
provide additional resources for DPR and to spend down the fund balance at a rate of 
up to $200,000 per year until the target balance is reached.  The additional capacity is
up to $625,000 per year.  After the target balance is reached (est. 4 years), the 
additional allocation to DPR will drop to approximately $400,000.  As with all of CFD 3, 
funds will support services unique to North Natomas or above City standards.

Parks and Recreation services within CFD 3 above current City standards will include 
weed abatement, field fertilization/renovation, and a higher level of fixed equipment 
repair. In addition, given the number of neighborhood parks unique to North Natomas,
utility costs are somewhat higher given the additional stand alone infrastructure, 
distance between parks, and lack of the economies of scale in water and sewer 
infrastructure, street sweeping, and garbage collection, afforded by larger parks

The specific amendment to the 2003 MOU, with specific terms, is included as 
Attachment A.
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RESOLUTION NO. 

Adopted by the Sacramento City Council

AMENDING THE REVENUE AND EXPENDITURE BUDGETS FOR THE 
NORTH NATOMAS LANDSCAPE MAINTENANCE CFD NO. 3, 

FUND 2230, FOR FISCAL YEAR (FY) 2011/12

BACKGROUND

A. On September 15, 1998, the property owners within the boundaries of the North 
Natomas Landscape Maintenance CFD No. 3 (CFD 3) (Exhibit A) voted to approve 
the formation of the district;

B. CFD 3 formation was approved by the City Council on June 9, 1998;

C. Property owners within the boundaries of CFD 3 are assessed a special tax to cover 
the cost of delivering maintenance services unique to North Natomas or above City 
service standards.  This includes maintenance of open space and freeway buffers, 
street landscaped areas, parks, and off-street bikeways;

D. Special taxes to be collected in FY2011/12 total $1,721,986.

E. Costs are estimated at $2,058,609.  There remain adequate funds for future 
requirements.  

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 E are true.

Section 2. The Finance Director is authorized to amend the revenue and expenditure 
budgets of CFD 3 to $1,721,986 and $2,058,609 respectively, and as 
shown on Exhibit B.

Table of Contents:

Exhibit A: Location Map -1 Page
Exhibit B: FY2010/11 Budget & Parcel Assessment -1 Page
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Exhibit A
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Exhibit B

NORTH NATOMAS LANDSCAPE MAINTENANCE CFD NO. 3
FY2011/12 BUDGET

Beginning Fund Balance                   $2,901,746

Total Special Tax to Property Owners $1,721,986

Maintenance Contract
Transportation $  340,000
Utilities 957,323
Parks 745,549

Administration
Special Districts Administration (PIF) 5,053

Billing and Accounting __10,684
Total Expenditures $2,058,609

Ending Fund Balance (Contingency) $2,565,123
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