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Honorable Members in Session:
SUBJECT:

0rRr`c OF THE
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RESOLUTIONS APPROVING INTERIM FINANCING, AND AMENDING
THE CAPITAL BUDGET FOR NORTH NATOMAS COMMUNITY
FACILITIES DISTRICT 97-01

LOCATION AND COUNCIL DISTRICT:
The proposed project encompasses the entirety of the approximately 9,000 acres in the North Natomas
Community Plan area, located in Council District 1.
RECOMMENDATION:
This report recommends that the City Council adopt the attached resolutions to:
•

Approve an interim financing program for Community Facilities District (CFD) 97-01 in the
. amount of $6,040,000:
O

Authorize staff to proceed with an interim financing for CFD 97-01, including the
preparation of related documents;
O Authorize the execution of a Letter of Intent between the City and certain North
Natomas developers and approve the City's investment of $1,540,000 from the
Drainage Fund and the private placement of $4,500,000 from certain North Natomas
Developers to purchase $6,040,000 of the proposed financing;
O Authorize staff to develop a Refundable Supplemental North Natomas Drainage Fee
and Special District Buy-in Fee;
•

Approve amendment of the revenue and expenditure budgets for Capitol Improvements Projects
40AD (Series A) and 49AD(Series B) by $1,350,000 in interest earnings from the North Natomas
Comprehensive Drainage Project Series A and B bond proceeds

CONTACT PERSON:

Thomas P. Friery, City Treasurer, 264-5168

FOR COUNCIL MEETING OF: December 17, 2002

City Council
North Natomas CFD 97-01
December 17, 2002
SUMMARY:
As a result of the success of development in North Natomas, coupled with an interim cash flow gap
created by unanticipated costs, reduced density, prior internal loan of $3.3 million, and compaction of
an annual special tax escalator, it is not possible to complete certain North Natomas Comprehensive
Drainage System improvements. Because of the success and importance of North Natomas, the City
and certain North Natomas developers have come together to resolve this interim financing gap.
Together, staff and the developers are proposing the sale of subordinated special tax bonds in the
amount of $6,040,000, which is required to complete the necessary improvements, along with two
additional fees to assist in spreading the investment obligations amongst benefiting parties.
• The developers will purchase $4,500,000 and the City's Drainage Fund will purchase the
remaining $1,540,000.
• A new "Buy-in" Fee will be established for non-participating landowners who desire to form a new
special district or issue a subsequent series of bonds in an existing districts. The funds received
would be used to purchase shares of the bonds, thereby spreading the investment obligation.
• A new "Refundable Supplemental North Natomas Drainage Fee" will be established that would be
applied to remaining development within the CFD boundaries and payable at the time building
permits are drawn. This fee would be used to pay down the investment obligation to the extent
allowable by law.
An analysis of the financing plan indicates the bonds would be able to be paid off in 2006/07.
The Comprehensive Drainage System was developed in order to remove North Natomas from the 100year floodplain and permit development in the area. The last phase of the improvements is needed not
only to ensure compliance with local, state, and federal flood protection requirements, but to also
maintain the City's participation in the Federal Emergency Management Agency (FEMA) program.
The current financial challenges faced are not the result of insufficient planning, but rather the result of
the overwhelming success of North Natomas. The financing plan for the Comprehensive Drainage
System was developed following the collapse State-wide of several development projects due to the
economy. In order to mitigate the impacts of economic cycles the financing plan for the
Comprehensive Drainage System was designed in a manner to be development neutral. However, as a
result of the success of the development and the current cash flow gap, an interim financing program is
necessary in order to complete the final phase.
Approval of the above Recommendations will authorize staff to proceed with a financing of
$6,040,000 in the form of subordinated special tax bonds, the development of a Supplemental
Drainage Fee and Special District Buy-in Fee, approve the City's investment of $1,540,000, and
authorize appropriation of $1.3 million in interest earnings as a bridge financing to fund the North
Natomas Comprehensive Drainage System. Staff will return in January for formal authorization for
issuance of the bonds, as well as adoption of the proposed fees.
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COMMITTEE/COMMISSION ACTION:
None.
BACKGROUND INFORMATION:
Development Chronology Summary
1986 - Community Plan
In 1986, the City Council adopted the North Natomas Community Plan (1986 Community Plan). In
the wake of falling real estate values in California, building restrictions on residential development due
to flood designations, market resistance to rezoning, and phasing requirements based on progress
toward a sports stadium, significant concerns existed regarding the feasibility of the financing plan and
future development in North Natomas. Paramount to this was the proposed debt financing to fund the
Comprehensive Drainage System.

1989 - Bond Sale
In the spring of 1989, $38 million in assessment district bonds were sold to finance infrastructure
improvements associated with the now current ARCO Arena, which was completed in 1989, and the
100-acre site north of ARCO Arena designated for a sports stadium. In 1990 it became apparent that
the stadium site was not going to be completed and in 1992 almost 50% of the land securing the 1989
bonds, was foreclosed upon by lending institutions. The period immediately following was one of no
development.
1994 - Community Plan
In 1994, the City Council adopted a new North Natomas Community Plan and Financing Plan, which
had been developed by a working group comprised of City staff, property owners, community and
environmental groups. In spite of the new plan, development was still limited due to the flood
designation, which for all practical purposes, made residential development financially prohibitive.
1998 - Flood Restrictions Lifted
Along with the development of the 1994 Community and Financing Plans, a redesign of the floodplain
management system for North Natomas was undertaken that would permit the phase-in of
improvements in concert with development. In late 1997, the City finalized a redesign of the
floodplain management system for North Natomas, and in 1998, the Federal Emergency Management
Agency revised the Flood Insurance Rate Maps, which removed the area from the 100-year floodplain,
essentially resulting in the lifting of building restrictions.
1999 - Development Begins
In 1998, the first phase of the Comprehensive Drainage System was constructed, thereby providing the
necessary flood protection to begin residential development. Once the restrictions on residential
development in North Natomas were removed, development has occurred at a phenomenal rate. The
first building permit for residential development was issued in February 1999, and as of November
2002, over 6000 building permits for single-family homes had been issued. Because of its proximity to
downtown Sacramento and Sacramento International Airport, as well as Sacramento's relatively
affordable housing market, North Natomas is seen as a desirable location. In approximately equal
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proportion, North Natomas has attracted Bay area and Foothill relocations, as well as homebuyers
interested in upgrading to a larger home. In 2002, North Natomas was the third fastest growing
development in the region and Natomas Park, specifically, was one of the best selling master planned
communities in the State.

North Natomas Comprehensive Drainage System
Description
The Comprehensive Drainage System is the backbone drainage infrastructure for North Natomas;
improvements include levee enhancements, channel improvements, pump station construction and
expansion, and associated land acquisition. The individual detention basins associated with each of the
neighborhoods are designed to discharge into the Comprehensive Drainage System. Construction of
this entire system mitigates the impact of additional runoff caused by new development, thereby
removing the North Natomas Community Plan area from the 100-year floodplain.
Financing
The 1994 North Natomas Financing Plan identified bond financing to construct the Comprehensive
Drainage System improvements. Community Facilities District 97-01 (CFD 97-01) was established in
1997 to serve as the bond financing structure. At that time it was identified that the Mello-Roos bonds
were anticipated to be sold in 1997, 2001, and 2006 to support the phase-in of improvements required
to mitigate the impacts of the proposed rate of development.
At the time the District was formed, the landowners authorized the issuance of not to exceed
$35,000,000 principal amount of bonds. The Series A bonds, in an amount of $20,175,000, were sold
in 1997 and the Series B bonds, in an amount of $5,400,000 were sold in 2000, a year earlier than
anticipated. At the time of the Series B bond issuance, the value-to-lien ratio was not sufficient to
meet the 3:1 bond covenant requirement on undeveloped property in the district; an internal loan of
$3,355,000 was made to the Series B (Phase II) project in order to construct all of the then needed
drainage improvements. The debt service obligations and internal loan repayment are both being
serviced by special tax revenues generated through the District. The city loan will be paid off in 2006.
Current Need
The proposed rate of construction indicates the necessity for proceeding ahead now with certain
components of the Phase III improvements to ensure compliance with various local, state and federal
flood protection requirements. However, several cash flow factors have contributed to limiting the
amount of special tax proceeds that would be available to pay debt service on the third series of bonds,
which would pay for the Phase III improvements. These include: (1) the previously described internal
borrowing of $3.3,million, which is being repaid from special tax revenues from the district; (2) the
increased cost of improvements; (3) the impact of accelerated development on the annual inflationary
factor; and (4) reduced residential density. As the current cash flow gap precludes the ability to service
any additional bonded debt that might be issued until approximately 2006/07, the value-to-lien issue
that was previously encountered with the district has not been analyzed at this time. (Since the
duration of an appraisal in the financing arena is approximately six months, and value is subject to
absorption, market rates, etc. it is difficult to project at this time what the actual value-to-lien ratio on
undeveloped property will be in four years time.) It is therefore necessary to provide a bridge
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fmancing for those certain components of the Phase III improvements that need to be constructed at
this time to provide flood protection to the new development. Staff is recommending a joint effort
between the City and certain North Natomas Developers as the source of the bridge fmancings.
Project costs and fmancing structure are outlined in the Financial Considerations section of this report.
FINANCIAL CONSIDERATIONS:
Financing Structure
Under the proposed fmancing structure, the City will issue the debt under the authority of the CFD 9701 Special Tax District in some form of subordinated bonds. The buyers of the bonds are entitled to
payment of principal and accrued interest through either the issuance of subsequent series of bonds,
refunding of these bonds in 2006/07 or "pay as you go" from CFD 97-01 special tax proceeds
beginning in 2006/07. This fmancing structure is made explicit through a series of agreements
between and among the City and certain North Natomas Developers. The Developers: Lennar
Winncrest LLC, Cambay Group, and Lewis Investment Company, LLC will purchase $4.5 million in
bonds and the City Drainage Fund will purchase the remaining $1.5 million. All investors, including
the City, will share equally in funding the estimated issuance costs of $55,000 for services required to
deliver the bonds. Subject to City Council approval, the City and Developers will execute a Letter of
Intent (Attachment A to Resolution) that sets forth the guiding principles on which the various
documents and agreements will be based.
Project Costs
While the cost to complete the Phase III improvements is estimated at $9.6 million, a bridge fmancing
of $6,040,000 is needed to complete the crucial components of the system. A break-out of the funding
structure is depicted below.

Phase III Estimate:
Cash on hand':
Deferred Reimbursements2:
Bridge Financing:

(Rounded $000's)
$9,600,000
(1,650,000)
(1,910.0001
$6,040,000

Cash on hand includes interest earnings from the first two series of bonds through June 30, 2001 and budget carry over
from the Phase II project.
2
Deferred Reimbursements includes reimbursements for constructed facilities that will be deferred until the third series of
bonds are sold or later.

The Cash on Hand will be appropriated to the existing Series A and Series B projects, 40AD and
49AD respectively, to fund preliminary activities that already have been undertaken in preparation of
the Phase III improvements. These activities include design and right-of-way work, which is required
to be completed at this time in order to meet the desired construction schedule of summer 2003. At the
time the interim financing is completed, a new project will be established for the actual construction
phase.
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Sources of Investment Revenue
Staff is recommending that the North Natomas Developers provide $4.5 million of the required $6.0
million and the City Drainage Fund provide the remaining $1.5 million. In this manner, combined
with the previous $3.3 million the City advanced CFD 97-01 in 2000, the City and Developers would
essentially share 50/50 in assisting the district, with the City contributing slightly more than the
Developers. The City and Developers would be on parity for payoff of the investment. Sufficient
funds exist in the Drainage Fund to purchase the proposed City investment share of $1.5 million.
Sources of Debt Service Payments
The City's current advance to CFD 97-01 in 2000 is being paid back through "pay as you go" from
special tax proceeds and will be fully reimbursed in 2006, at which time it is projected sufficient
special tax revenues would be generated to refund the subordinate bonds and pay off investors,
including the City Drainage Fund. In the unlikely event that the bonds cannot be refunded in 2006/07
in an amount sufficient to fully reimburse the City and Developers, reimbursement to all investors on
an equitable basis would occur through the "pay as you go" method until such time as the bonds could
be refunded and all investors fully repaid.
Fiscal analysis and modeling of the proposed $6.0 million subordinate bond issue indicates that an
average tax-exempt interest rate of 6.0% would generate sufficient funds to refund the bonds and be
payable from special tax revenues. While the analysis was performed at a development rate that is 60%
of the past three-year average, the special tax formula was designed to be revenue neutral between
developed and undeveloped land and therefore, not based upon the rate of development. The one
exception to this relates to the built-in 2% inflationary factor, which expires in 2010 on undeveloped
property. This factor should not come into play under the proposed interim financing.
Additional Security
In order to minimize the investment obligation of each participating investor a Refundable Special
District "Buy-in" Fee is proposed to be charged to non-participating landowners who desire to form a
new district or issue a subsequent series of bonds in an existing district. The funds received from the
"Buy-in" fee would be used to purchase shares of the investment from each investor in a manner that
provides for equitable distribution of the investment obligation among the parties.
Additional security for repayment would be the adoption of a Refundable Supplemental North
Natomas Drainage Fee that would be applied to the remaining development within the CFD
boundaries. This fee will serve as a security for repayment in addition to tax proceeds, and as a source
of funding repayment. To the extent allowable by law, the entities paying the fee shall, upon issuance
of the successor bonds, be reimbursed for the fees paid.
Staff will be returning to City Council with a more detailed analysis and adoption of these fees as
shown on the schedule below.
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Financing Schedule
Staff anticipates that the financing will close toward the end of February 2003. If approved by City
Council, the remaining events in the schedule include:
Est. Date
12/17/02
12/20/02
12/20/02
01/09/03
01/28/03
02/20/03
02/28/03

Task Description
City Council takes action on request to authorize bond financing
Letter of Intent Agreement signed by investors (City and Developers)
Security posted by all investors in the form of Letter of Credit
City Council approve issuance of bonds and related documents
City Council approve drainage fee and "buy-in" fee provisions
Purchase Agreement and other documents signed by participating parties
Bond sale closes - money deposited with City for improvements

ENVIRONMENTAL CONSIDERATIONS:
This project is an element of the Comprehensive Drainage Project. When that project was approved on
May 20, 1997, the City Council ratified the "North Natomas Comprehensive Drainage Plan
Environmental Impact Report." All environmental effects associated with the entire comprehensive
drainage project, including this third phase, were identified and analyzed in that EIR, and no
significant changes in the project as designed have occurred. There is no need for any further
environmental review.

POLICY CONSIDERATIONS:
As a result of construction of the first phase of the Comprehensive Drainage System, the restrictions on
residential development in North Natomas were removed and development has occurred at a
phenomenal rate. Despite the economic slowdown, North Natomas continues to develop at a steady
pace.
Flood protection and storm water drainage is critical to the continued development of North Natomas.
Failure to proceed forward with the Phase III improvements of the Comprehensive Drainage System
may impact future financings, both public and private, in the North Natomas Community Plan area, as
well as impact the ability to continue development. Additionally, failure to complete the flood
protection program as approved by FEMA could threaten the City's participation in FEMA program.
Both City staff members and Developers working on this project collectively have a high level of
confidence in the success of North Natomas and that the special tax revenues will be sufficient to meet
the future debt service payments associated with the proposed issuance of successor bonds or
refunding of the bonds. We believe conservative estimates have been used for fiscal forecasting and
have further strengthened our financial security with the use of the supplemental drainage fee and
"buy-in" fee provisions. Given the economic success and vitality of the North Natomas Community
Plan area, this investment is prudent.
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ESBD CONSIDERATIONS:
None at this time, as no goods or services are being procured with this action.
Respqetf^lly Submitted,

Re,%p4tfully Submitted,

Thomas V: Lee
Deputy City Manager
RECOMMENDATION APPROVED:

obert P. Thomas
City Manager
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RESOLUTION NO. dQ-Z-

D E C 17 2002

ADOPTED BY THE SACRAMENTO CITY COUNCIL

OFFICE OF THE
CI T`/ CLERK

ON DATE OF

RESOLUTION APPROVING AN INTERIM FINANCING PROGRAM FOR COMMUNITY
FACILITIES DISTRICT 97-01 IN AN AMOUNT OF $6,040,000

WHEREAS, the City Council (Council) of the City of Sacramento (City) has duly adopted Resolution
No. 97-108 and 97-109, on March 4, 1997, wherein the Council established the City of Sacramento
North Natomas Drainage Community Facilities District No. 97-01 (CFD 97-01) and declared the
necessity to incur a bonded indebtedness to finance the acquisition and construction of certain public
facilities for CFD 97-01 respectively; and
WHEREAS, Series A and Series B bonds were issued on or about October 2, 1997, and June 14, 2000
respectively, to fund the first two phases of improvements; and
WHEREAS, it has been determined that the rate of development requires construction of the third and
final phase of improvements ("Improvements") for CFD 97-01 to ensure compliance with local, State,
and Federal flood protection requirements; and
WHEREAS, it has been determined that insufficient special tax proceed revenues would be available
at this time to service the Series C bonds in CFD 97-01, which bonds were the anticipated source of
funding for the final phase of the Improvements; and
WHEREAS, the City and certain developers (Developers) desire to and have reached agreement on
guiding principles, as outlined in Attachment A to this Resolution entitled Letter of Intent (LOI), to
provide for a short-term interim financing to construct the Improvements.
NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF
SACRAMENTO AS, FOLLOWS:
1. Staff is authorized to proceed with the development of an interim financing program for CFD
97-01 consisting of a subordinate bond issue in the amount of $6,040,000, to be privately
placed with qualifying sophisticated investors.
2. The City Manager or designee is authorized to execute the LOI between the City and
Developers.

Page 1 of 2
FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:
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3. The City Manager or designee is authorized to negotiate and execute an investment agreement
between the City and Developers, to include all of the agreements reached in the LOI.
4.

Upon completion of the proceedings for issuance of the subordinate bonds and satisfaction of
all legal requirements related thereto, the City's investment of $1,540,000 in the subordinate
bonds, and the private placement of $4,500,000 of the subordinate bonds with Developers who
under applicable rules and regulations qualify as sophisticated investors, are approved.

5. The City Attorney and the City Manager are directed to undertake development of a
"Refundable Supplemental North Natomas Drainage Fee" and a Refundable Special District
"Buy-in Fee" as described in the LOI.

APPROVED:

Mayor of the City of Sacramento
ATTEST:

City Clerk of the City of Sacramento•
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RESOLUTION NO.:
DATE ADOPTED:
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ATTACHMENT A TO RESOLUTION

OFFICE OF THE
CITY MANAGER

CITY OF SACRAMENTO
CALIFORNIA

LETTER OF INTENT

CITY HALL
ROOM 101
SACRAMENTO,CA
95814-2684
PH 916-264-5704
FAx 916-264-7618

SUBJECT TO CITY COUNCIL APPROVAL
North Natomas CFD 97-01
Proposed Interim Financing Deal Points
The purpose of this document is to serve as a letter of intent from which further documents and refined
agreements will be based, relative to resolution of an interim funding gap associated with North Natomas
Community Facilities District 97-01 - Comprehensive Drainage System among the city of Sacramento (City),
and Lennar Winncrest LLC, The Cambay Group, Inc. and Lewis Investment Company, LLC (herein together
referred to as Developers/Investors.) An agreement in principle was reached on November 5, 2002, at a meeting
attended in part by Thomas Lee, Deputy City Manager, William Carnazzo, Chief Assistant City Attorney,
Thomas Friery, City Treasurer, Carol Shearly, Natomas Manager, and Gary Reents, Engineering Manager, on
behalf of City, and Thomas Winn (Lennar), William Scott (Cambay), and William Mellerup (Lewis) on behalf
of Developers/Investors.
The attached Outline for Investment Agreement (Outline) summarizes the agreed upon principles. Additional
future actions may be necessary to effectuate portions of the agreement which may not be identified at this time,
but may in fact, be necessary. In that regard, the parties will attempt to work through any future issues in the
spirit of the overall agreement and in a timely manner.
By signing below, all parties acknowledge that while this is not a binding agreement among the parties, they are
willing to follow the terms of this Letter of Intent in principle to permit refinement of the details to be worked
out. The parties further acknowledge that the entirety of this Letter of Intent, including the attached Outline is
subject to City Council approval.
LENNAR WINNCREST, LLC

CITY OF SACRAMENTO

Thomas P. Winn

Thomas V. Lee, Deputy City Manager (Date)

(Date)

LEWIS INVESTMENT COMPANY, LLC

APPROVED AS TO FORM:

William B. Mellerup

Sacramento City Attorney

(Date)

(Date)

THE CAMBAY GROUP

William C. Scott, Jr.

(Date)
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Outline for Investment Agreement
1.

Recitals.
A.
B.
C.
D.
E.

II.

CFD 97-01 history
Nature of the current problem
Description of the project
Timing of funding need
Nature of the fix

Agreement.
A.
B.

Recitals accurate
Elements of the fix
1
The amount needed is $6,040,000.00. This amount shall be deposited with the
city on or before February 29, 2003. The parties' contributions are as follows:
a.
Lennar...... $2,300,000.00
b.
Lewis. ... ...$1,700,000.00
c.
Cambay.....$500,000.00
d.
City.........$1,540,000.00
2.
Security for posting of funds: letter of credit or similar cash equivalent, due at
signing of agreement.
3.
City issues Capital Appreciation Bonds or other comparable financing
instrument.
a.
$6 MM
b.
Subordinate to Series A and B, and to prior city $3.3 MM loan.
Interest rate to be determined (rate to be at "market" for similar type
financing programs as reasonably determined by City and Developers).
Ten year term with "big boy" letter that limits the sale or transfer and
subsequent resale or transfer of the bonds to investors that must attest to
a minimum net worth of $1,000,000 and to being knowledizeable about
land-secured fmancinas. City must give approval prior to resale or
transfer of the bonds. City's approval, to the extent permitted by law,
shall not be unreasonably withheld.
Call provision in 2006; also, a partial call provision to accommodate
payments of the "buy-in" fee specified below and, to the extent legally
appropriate in the judgment of City, the fee specified in section 8.b.
below.
c.
Conversion provision in the unlikely event City is unable to complete the
refinancing in 2006/07 allows for payment from tax proceeds.
d.
Issuance costs to be shared on a pro rata basis among the participants by
amount of bonds purchased in the CAB financing. To the extent allowed
by law, CAB issuance costs shall be reimbursable from CAB funds or in
the take out financing.
e.
Seniority provision vis a vis' new CFD 97-01 debt; i.e., a114 investors
need to consent to issuance of the new debt.
4.
City awards contract for construction of the improvements.
5.
City invests each party's contribution into the CABs or other comparable
financing instrument.
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6.
7.

8.

City's $3.3 MM loan from Series B financing continues to be paid from CFD
tax proceeds until full payoff in 2006.
Upon full payment of the $3.3 MM, and assuming that there is sufficient excess
tax revenue for debt service to support the additional $6 MM in debt, city issues
Series C bonds or does a refunding of the entire district.
a.
Bonds issued only if sufficient tax revenue to support funding of take-out
of the $6,040,000.00, so that all are taken out at the same time and CABs
are retired.
b.
City does not get repaid its $1.54 MM unless all get repaid-i.e., all
investors are at parity on risk.
Additional security for repayment if, for any reason, Series C or refunding bonds
cannot be issued:
a.
CFD tax revenue will be dedicated to the converted CABs.
b.
New fee in the approximate sum of $ 1,000.00 to $1500.00 per single
family residential building permit, $
per multi-family unit, and
$
per non-residential building permit, payable at issuance of
building permit, will be added to apply to remaining development within
the CFD boundaries (i.e., NNCP) to serve as security for repayment in
addition to tax proceeds, and as a source of funding repayment. These
numbers are estimates; the actual fees may be in a different amount
determined to be appropriate by City. The parties to this document shall
determine and incorporate into the agreement that they will execute, the
details of the manner and timing of distribution of the fee proceeds to the
parties to this document, and to buy-in participants as set forth below.
The parties agree and understand that in the event that bond counsel
determines that the fee funds cannot be used to retire CABs owned by
participants and buy-in parties, or other legal obstacles preclude a
distribution of those funds to pay down the participants' and buy-in
parties' positions, the funds shall be held by the City Treasurer in a
separate interest bearing account as security should the successor bonds
not be issued in 2006 (or reasonably soon thereafter) as planned.
Merchant builders or other persons/entities paying the fee shall, upon
issuance of the successor bonds, be reimbursed for the fees paid upon
proof of payment to the satisfaction of the city. In the event that the
successor bonds cannot be issued, the fee payors shall be reimbursed in a
pro-rata manner, with interest to the extent that it is allowed by law, from
the proceeds of the special tax in the district.
c.
"Buy-in" fee of $1,000,000.00 (payable to the city) to be charged to nonparticipating landowners who desire to form a new CFD or issue a
subsequent series of bonds in an existing CFD. The trigger will be the
application for formation of the CFD or submission of the Landowner
Questionnaire for issuance of a subsequent series of bonds within an
existing CFD. The funds received from the buy-in fee will be used to
transfer ownership of a portion of the CABs, subject to the following
priority system:
(i)
The first $1,000,000.00 received by the city from buy-in fee
proceeds shall be distributed to Lennar ($800,000.00) and Lewis
($200,000.00) to compensate them for their increased
contribution levels above the originally anticipated $1,500,000.00
amount. Lennar and Lewis will transfer a combined
$1,000,000.00 in CABs to the buy-in payor, who shall then
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assume a proportionate position at that level in the queue for
distribution of future buy-in proceeds.
(ii)

(iii)

1.

Subsequent buy-in proceeds shall be distributed in a manner that
resembles a capital account equalization plan, until the remaining
investment amounts of all contributing parties are equalized.
Thereafter, buy-in proceeds shall be distributed equally among
the participants. The final details of this distribution system shall
be determined by the parties to this document, and incorporated
into the final agreement to be executed by them.

C.

Treatment of CFD's that are currently on hold.
1.
Investors' CFDs will be given priority in completion, and/or formation and
completion.
2.
Designated for priority processing:
a.
CFD 4, Series C
b.
Regency Park
c.
CFD 99-04, Series B
3.
At the time the LOI is executed by all parties, City will begin process of
identifying appraiser(s) for each of the investor's CFDs so that work can be
calendared to begin after City Council affirmation.

D.

All subject to approval of city council.

Boilerplate provisions.
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DEC 1. 7 2002

RESOLUTION NO. dVQd-7S3

I

OFFICE OF THE
C!Tv CL EF'-+K

ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF _

RESOLUTION APPROPRIATING $1,350,000 IN INTEREST EARNINGS FROM THE
NORTH NATOMAS COMPREHENSIVE DRAINAGE PROJECT, COMMUNITY
FACILITIES DISTRICT 97-01, SERIES A AND B BOND PROCEEDS TO 40AD (SERIES.A)
AND 49AD (SERIES B).

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SACRAMENTO:
The revenue and expenditure budgets for the North Natomas Community Facilities District 97-01,
Series A and B (Fund 673), are amended as follows.
FUND

ACT

673

C

673
673

C
C

AGY

ORGN

900
9900
RB Total
ASD 40AD
ASD 49AD
EB Total

OBJ/

CURRENT

REVISED

INCREASE/

BUDGET

RPEV

BUDGET

BUDGET

(DECREASE )

REF.

3401
4820
4820

0
0
9,519,319
7,605,201
17,124,520

1,350,000
1,350,000
10,055,488
8,419,042
18,474,530

1,350,000
1,350,000
531,180
818,820
1,350,000

A
A
B
B
B

APPROVED:

Mayor of the City of Sacramento

[Seal]
ATTEST:

City Clerk of the City of Sacramento

FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:
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NORTH NATOMAS
Interim Financing
$6,040,000
Comprehensive Drainage System
Community Facilities District 97-01

NORTH NATOMAS
BACKGROUND
q 1980's
n Period of limited growth in North Natomas
n Comprehensive Drainage System designed to
be constructed at one time - financially
prohibitive

q 1994 - 97
n Redesigned Comprehensive Drainage System
to allow phase-in and debt financing
n City-wide flood management maps revised by
FEMA to reflect System.

COMPREHENSIVE
DRAINAGE SYSTEM
o Failure to complete improvements
could result in:
n Non-compliance with FEMA floodplain
management requirements could result
in FEMA removing City from program,
thereby resulting in City-wide impacts.
n Halt to development in North Natomas
- no longer meeting 100-year floodplain
designation requirements.
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INTERIM FINANCING NEED
o Success of Development
o Need Interim Financing thru 2006 for
Phase III due to following impacts:
n Internal Loan of $3.3 million with 6-year
repayment

n Unanticipated costs
n Reduced residential density
o Benefit of annual 2% escalator not
realized

INTERIM FINANCING
o Repayment of Investment in 2006/07
n
n
n
n

Internal Loan of $3.3 mm Repaid
2% Escalator
Excess over Debt Svs.
Revenue Avail. in 2006/07

$600,000
$200,000
$ 150 , 000
$950,000

o Supports future debt at a 10:1 leverage
n $950,000 x 10 = $9,500,000
n Adjusted for 10% coverage = $8,600,000

INTERIM FINANCING
q Issue Subordinate CFD 97-01 Bonds,
Series C - $6,040,000
n City Drainage Fund - $1,540,000
n Developers - $4,500,000
o Lennar Winncrest - $2.3mm
o Lewis Investment Company - $1.7mm
oCambay Group - $.5mm
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ADDITIONAL SECURITY
o Refundable Special District "Buy-in
Fee"
n Non-participating Developers wanting to
issue special district bonds in North
Natomas

n New Developers would buy $1,000,000
on equitable basis

ADDITIONAL SECURITY
o Refundable Supplemental Drainage
Fee
n Paid by remaining development at time
building permit is pulled
n Intended to be distributed to
participating investors
n Fee is to be repaid when permanent
financing occurs in 2006/07

NORTH NATOMAS CFD 97-01
o Series A - 1997
• $20,175,000 Bond Proceeds
• Phase I Acquisition & Construction
o Series B - 2000
• $5,400,000 Bond Proceeds
n $3,300,000 City Loan
n Phase II Acquisition & Construction
O Series C - 2002
n Need $6,040,000
• Suspended All North Natomas Bond Issues
n Began Series of Meetings with Staff & Developers
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INTERIM FINANCING
SCHE DULE
q 12/20/02
n Letter of Intent Executed by All Parties
n Security Posted i.e. LOC

q 01/09/03
n Council Approval of Bond Issuance &
Documents

q 01/28/03
n Council Adopt Proposed Fees
q 02/28/03
n Bond Sale Closes
q 03/03
n Construction Contract Awarded

INTERIM FINANCING
BENEFITS
q Prudent Investment by the City and
Developers
n Ensures City's Continued Participation in
Federal Emergency Management Agency
(FEMA) Flood Management Program
n Permits Development to Continue in
North Natomas
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