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Description/Analysis 

Issue: Drainage fees have been collected over the past fourteen years under the North 
Natomas Financing Plan (Plan) to reimburse Lennar Winncrest for the construction of 
common, backbone drainage improvements benefitting schools and City civic uses. 
Appropriation authority is necessary to release the funds. A waiver and release is 
necessary to disburse the funds to Lennar Winncrest, to release the City from any 
liability for past fee collections, and to establish expectations for the collection of 
drainage fees from schools that might be constructed in the future.

Policy Considerations: California Government Code Section 66000, et seq. provides 
for the imposition of development impact fees and their use. Development impact fees 
cannot be comingled with other funds, must be used for the purposes for which the fee 
was imposed or be returned to the payer, and must earn interest. The disbursement to 
the intended recipient is consistent with state law and with the Plan. The waiver and 
release also releases the City from any liability regarding constructed schools and 
defines the expectations of the parties regarding two school sites that are consistent 
with the Standard Development Agreement and the Plan.

Environmental Considerations: Passage of the resolution is not a “project” subject to 
CEQA because (a) it has no potential to cause a significant effect on the environment 
and (b) it pertains to continuing administrative activities. (14 Cal. Code Regs. §§ 
15061(b)(3), 15378(b)(2).)

Committee/Commission Action: None

Rationale for Recommendation: The Natomas Unified School District (NUSD), from 
which the fees were collected, does not object to the disbursement of funds to the 
intended recipient. The waiver and release will permit that disbursement to proceed and 
will release the City from any known liability regarding the collection of drainage fees 
from constructed schools. The waiver and release further defines the intent of the 
parties to the two remaining school sites, committing them to use good-faith efforts to 
implement a practical means for the collection of drainage fees on future schools.

Financial Considerations:  The total of all fees collected is $550,837.50. Combined 
with interest earnings of $188,155.50, the total available for disbursement is 
$738,993.00. These funds are reserved for drainage fee reimbursement purposes in the 
Plan accounts and are recommended for disbursement with approval of the waiver and 
release. There is no impact on the General Fund or on other activities of the Plan.

Local Business Enterprise (LBE):  Not applicable.
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Background

When the North Natomas Community Plan and Financing Plan (Plan) were under 
development in the 1990s, a group of landowners, developers, City staff, school staff, 
and a wide variety of other interested parties formed a “Working Group” to design 
policies and procedures for City Council approval. There was widespread involvement 
and buy-in. One feature of the adopted Plan was the option of financing drainage sub-
basins with Mello-Roos bond districts, in which case all land uses would be taxed 
except school and civic parcels, which were to pay drainage fees (1999 Plan, page IX-4 
adopted by Resolution 99-471). If no Mello-Roos bonds were used, there were also to 
be no drainage fees for civic and school uses. This policy is unchanged to this day.

From 1999 to 2001, Lennar Winncrest constructed common, backbone drainage sub-
basin facilities benefitting lands on which six school sites were planned by the NUSD 
and the Twin Rivers Unified School District (TRUSD). Mello-Roos bonds were used, 
which triggered the Plan requirement that drainage fees be imposed for schools and 
civic uses.

Four schools were constructed out of six sites subject to the drainage fee policy. Fees in 
the amount of $414,350 were collected for two schools on August 9, 2001, both 
constructed by the NUSD, on the good faith understanding that the fees were due under 
the Plan. 

No mechanisms other than the Plan were in place to require payment of the fee by the 
schools. There are no formal agreements between the schools and the City concerning 
the collection or the disbursement of drainage fees. The agreements between Lennar 
Winncrest and the City (City Agreements 98-109-1, 2001-805, 2002-030, and 98-067) 
include some reimbursement provisions, but these do not function properly. The 
provisions, present in two of the agreements, require the fee “be payable upon such 
landowner’s first recordation of a…map, or issuance to such landowner of a special 
permit, whichever first occurs” [City Agreement 98-109-1, Exhibit G, Section 2 (a)]. 
However, the developer itself recorded the maps and the schools are not obligated to 
acquire special permits from the City. Finally, the six land sales agreements between 
Lennar and the schools have no provision for the payment of drainage fees.

At various times over the past ten years, the NUSD, the TRUSD, Lennar Winncrest, and 
the City have attempted to resolve the matter. In spite of the deficiencies, the NUSD has 
no objection to the disbursement of collected fees to Lennar Winncrest. A letter from 
NUSD to Lennar Homes to this effect is included at the end of this section.

As a matter of state law, the funds held by the City must either be returned to the payer 
or disbursed to the developer. Interest must also be disbursed. 

Lennar is willing to release any rights it holds to fees not collected from the two other 
constructed schools in exchange for the fees on hand with interest and the City’s good 
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faith commitment to work with Lennar and the schools to collect fees for the two schools 
remaining to be built when they are constructed.

The intent of the Plan has always been to charge the drainage fees. The Standard 
North Natomas Development Agreement between the City and all developers in North 
Natomas commits all parties to abide by the terms of the Plan. The waiver and release 
commits the City to explore in good faith a workable method to implement the terms of 
the Plan on two remaining school sites, if possible.

A map of all six sites is provided at the end of this section.

The City civic use fees were handled differently. The City, as a party to City Agreement 
98-109-1 (Agreement) covering Basin 1, agreed that fees would be determined in 
accordance with a “Technical Supplement” to the Agreement. The Technical 
Supplement accounts for all costs by all developers (the City also constructed facilities) 
and allocates those costs to each acre by land use. The difference between an owner’s 
cost and benefit represents the amount to be received from or paid to other owners. A 
payment amount represents the fee. The Technical Supplement is updated periodically 
to account for new construction and to update estimates of improvements yet to be built. 
The last update was in February 2010. As shown below, the City’s “fee” is $136,487. 

4 of 19



The total of all fees collected is $550,837.50. Combined interest earned is $188,155.50, 
for a grand total of $738,993.00. All amounts have been reserved. The waiver and 
release will disburse the funds to Lennar Communities as well as release the City of any 
liability over the collection of past fees and commit the City to work in good faith with 
Lennar to implement a practical means for collecting drainage fees on future schools 
that may be constructed on certain parcels.
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The letter from NUSD to Lennar Communities representing their position on 
the fees is as follows:
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The map showing developed and undeveloped school sites is as follows:
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RESOLUTION NO. 

Adopted by the Sacramento City Council 
on October 6, 2015

APPROPRIATION OF NORTH NATOMAS DRAINAGE FEES AND 
EXECUTION OF WAIVER AND RELEASE

BACKGROUND

A. Under the North Natomas Financing Plan (the “Plan”), drainage fees are to be 
collected on civic uses to reimburse developers that construct drainage 
improvements benefiting the civic uses.

B. In accordance with the following City Agreements, Lennar Winncrest, LLC 
(“Lennar”) has constructed, and the City has accepted, drainage facilities that 
benefit civic uses: 98-109-1, dated November 19, 1998 (covering Basin 1); 2001-
805, dated September 7, 2001 (covering Basin 2); 2002-030, dated February 7, 
2002 (covering Basin 3); and 98-067, dated June 10, 1998 (covering Basin 4).   

C. In calendar-year 2001, the City collected drainage fees in the amount of 
$414,350.50 from the Natomas Unified School District for two schools constructed 
within Basin 4. In accordance with the Plan and City Agreement 98-109-1 (covering 
Basin 1), the City set aside $136,487, representing the City’s fair share of the cost 
to construct the North Natomas Library and the Town Center.

D. As required by Government Code § 66006, the drainage fees collected were not 
comingled with other revenues, and all interest earned on the fees was credited to 
the purposes for which the fees were collected.

E. The total of all drainage fees collected and reserved, plus interest, is $738,993. An 
appropriation of the drainage fees collected and the accumulated interest is 
necessary to reimburse the Lennar. 

F. The City has agreed to disburse to Lennar the drainage fees collected to date from 
the Natomas Unified School District; Lennar has agreed to release the City from 
any claims Lennar may have in connection with drainage fees that have not been 
collected from school districts within the Plan area in the past; and the City and 
Lennar have agreed to use good-faith efforts to implement a practical means for 
collecting drainage fees on future schools that may be constructed on certain 
parcels.   

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:
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Section 1. The City Manager is authorized to appropriate $738,993 from the fund 
balance of the North Natomas Drainage Fee Fund (3205) for the purposes 
described in the Background.

Section 2. The City Manager is authorized to execute on the City’s behalf the Waiver 
and Release attached to this resolution as Exhibit A.
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6. 	 Interpretation. This agreement is to be interpreted and applied in accordance with 
California law, except that that the rule of interpretation in California Civil Code section 
1654 will not apply. 

7. 	 Utigation costs and attorneys' fees. The parties shall bear their own costs and attorneys' 
fees incurred in connection with this agreement. 

8. 	 Effective date. This agreement is effective on the date both parties have signed it, as 
indicated by the dates in the signature blocks below. The parties shall sign any additional 
documents that are reasonably necessary to carry out the intent and purposes of this 
agreement. 

9. 	 Counterparts. The parties may execute this agreement in counterparts, each of which will 
be considered an original, but all of which will constitute t he same agreement. 

10. Waiver. A party's failure to insist on strict performance ofthis agreement or to exercise 
any right or remedy upon breach of this agreement will not constitute a waiver of the 
performance, right, or remedy. No waiver is binding unless set forth in a writing signed by 
the waiving party. 

11. Integration and modification. This agreement sets forth the parties' entire understanding 
regarding the matters set forth above and is intended to be their final, complete, and 
exclusive expression of those matters. It supersedes all prior or contemporaneous 
agreements, representations, and negotiations-written, oral, express, or implied-and 
may be modified only by another written agreement signed by both parties. 

City of Sacramento 7 
, 	 rest/LLC WLennarWlnnc $~~ ~ifOrnia'l .7 /BY: 	 Lennar Homes J ,/ 

By:____________ 	 ~-40-..... --; "",- I 
~ 

By: ;:ME-John Dangberg, Assistant City Manager, 	 la,t ualCO 

Date: ,2015 	 ~'TLE: ·Vice resident 

Date: 	 ,2015 

Approved as to legal Form 	 Approved as to Legal Form 
Sacramento City Attorney 

By:_____________ 
By: ~t;f' r.-7' 

Michael Voss Jeffry~ es 
Senior Deputy City Attorney Attorneys for Len'nar Winncrest, llC 

Attest 
City Clerk 
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