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Description/Analysis 

Issue:  K. Hovnanian Forecast Homes Northern, Inc. (the Developer) has incurred 
$19,528,893 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 (the CFD).

Eligible public improvements have been constructed, verified, and accepted by the City 
at a cost to the Developer in excess of collected special taxes. As new collections 
occur, the available revenue can be appropriated to reimburse remaining eligible 
expenses.

Policy Considerations: Under the City Charter, City Council appropriation authority is 
required to reimburse the Developer under the Agreement. The appropriation request is 
consistent with available resources and the Agreement terms to reimburse for eligible 
public improvements.

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.

Rationale for Recommendation: Appropriation of funds will allow the Developer to be 
reimbursed for actual improvement costs incurred under the Agreement.

Financial Considerations:  Special taxes are collected within the CFD solely for the 
purpose of constructing public facilities, financing development fees, and reimbursing 
City administrative expenses within the CFD. As of March 13, 2015, $17,174,674 has 
been collected in taxes and interest and $15,892,291 has been disbursed, with 
$15,757,991 reimbursed under the Agreement and $134,300 reimbursed for collection, 
disbursement, and accounting expenses.

The difference between collections and disbursements to date is $1,282,383. Of this 
amount, $1.2 million is recommended for disbursement to the Developer. The balance 
is recommended to be held in reserve for miscellaneous expenses including tax 
refunds, if any, and associated costs.

Verified eligible expenses to date are $19,528,893, as detailed in the Background
section of this report. With the recommended reimbursement, the total reimbursed
under the Agreement will be $16,957,991. 

Approval of the attached resolution will release the $1.2 million as reimbursement to the 
Developer for eligible, verified expenses.

Local Business Enterprise (LBE):  Not applicable.
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BACKGROUND

In 2006, in accordance with the Mello-Roos Community Facilities Act of 1982 
(Government Code section 53311 et seq.), the City formed Natomas Central 
Community Facilities District No. 2006-02 (the CFD) for the purpose of financing fees 
and public improvements that benefit properties within the CFD. On July 10, 2008, the 
City and 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 the CFD
subject to the availability of funds from special taxes and interest of the CFD.

Total verified and reimbursable costs under the Agreement are $19,528,893 to date.
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. Both roads were widened to four lanes 
and include medians, curbs, gutters, and sidewalks. In addition, the Department of 
Public Works 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. The Department of Utilities has verified 
$8,351,725 for construction and acquisition of the detention basin (i.e., the lake within 
the CFD), drainage facilities, and sewer trunk and collector lines. Finally, the 
Sacramento Metropolitan Air Quality Management District (the District) verifies that 
$1,366,039 was paid in fees used for the District’s capital projects as required by the 
Joint Community Facilities Agreement between the City and the District (City 
Agreement 2006-1433). All related verifications are provided below as Attachments A, 
B, C, and D respectively.

Funds are available from special taxes levied for the purposes of the CFD. As funds are 
received, City Council appropriation authority is needed to allow reimbursements.

Funds available are $1,282,383. Of this amount, $1.2 million will be appropriated to 
Project Number J22003600 to allow payment to the Developer. The history of City 
Council action on disbursements from the CFD is as follows:

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

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

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

 By Resolution No. 2010-150, $1,311,428 was disbursed representing the 
December 2009 tax allocation of $1,113,323 plus $198,105 from interest and 
penalties through June 30, 2009.
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 By Resolution No. 2010-677, $1,179,104 was disbursed representing April 2010 
collections, 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.

 By Resolution No. 2011-233, $897,305 was disbursed representing the balance 
of the December 2010 collection plus interest and penalties, less refunds and 
administrative expenses.

 By Resolution No. 2011-551, $1,100,000 was disbursed representing the 
balance of April 2011 collection, plus Teeter payments, interest, and penalties, 
less refunds and administrative expenses.

 By Resolution No. 2012-090, $1,100,000 was disbursed representing collections 
through April 2012, less prior disbursements, refunds, and administrative 
expenses.

 By Resolution No. 2013-0215, $2,823,552 was disbursed representing the 
balance of eligible expenses pending approval of the suspension of competitive 
bidding on $6,670,902 in additional projects. The City Council approved this 
suspension of competitive bidding on July 16, 2013 (Resolution 2013-0183).

 By Resolution No. 2014-0144, $1,800,000 was disbursed representing 
collections through February 2014, less prior disbursements, refunds, and 
administrative expenses.

 By Resolution No. 2014-0277, $1,100,000 was disbursed representing 
collections through June 2014, less prior disbursements, refunds, and 
administrative expenses.

A total of $15,757,991 has been reimbursed to date. The eligible expenditures, 
including those for which the competitive-bidding requirement was suspended, total 
$19,528,893.

The CFD, unlike all but one other construction district in the City at this time, is a “pay-
as-you-go” district. All others have issued bonds to reimburse the developers, and, in 
those instances, the special-tax levies are used for debt service. No periodic Council 
action is required in districts with bonds.

The CFD is authorized to issue bonds but has been unable to do so because of the 
Federal Emergency Management Agency building restrictions and the general 
economic downturn. The Agreement permits reimbursement either from bond proceeds 
or from collected special taxes so long as the total reimbursement does not exceed 
$35,000,000 less the cost of issuing bonds and administering the CFD.

The location of the CFD is shown in the map below.
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Exhibit A
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Exhibit B
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Exhibit C

In the letter below, on page 2, the $8,351,724.28 total of potential reimbursements 
includes $6,670,902 that met all requirements except for competitive bidding. The City 
Council approved the suspension of competitive bidding for these projects (Resolution 
No. 2013-0183).
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Exhibit D
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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 it incurs within Natomas Central 
Community Facilities District No. 2006-02 (the “CFD”), subject to the availability 
of funds.

B. To date, the City has received $17,174,674 in interest and special taxes levied to 
finance eligible expenses within the CFD, with $15,757,991 disbursed to the 
Developer as follows:

Amount Resolution

$2,244,930 2008-814

$1,170,672 2009-250

$1,031,000 2009-571

$1,311,428 2010-150

$1,179,104 2010-677

$897,305 2011-233

$1,100,000 2011-551

$1,100,000 2012-090

$2,823,552 2013-0215

$1,800,000 2014-0144

$1,100,000 2014-0277

Total: $15,757,991

An additional $134,300 has been used for collection, disbursement, and 
accounting expenses, leaving a balance of $1,282,383.

C. The appropriation of $1,200,000 will permit reimbursement to the Developer from 
available funds. The balance of available funds will be held in reserve for
additional developer submittals, for tax refunds (if any), and for miscellaneous 
expenses.
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D. The City has verified eligible expenses of the Developer in the amount of 
$19,528,893, leaving a balance to be reimbursed of $2,570,902 after the current 
disbursement.

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

Section 1.  The City Manager is authorized to appropriate $1,200,000 from CFD 
revenues to Project J22003600 to reimburse the Developer for eligible 
expenses.
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