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RECOMMENDATION 
 

1. Approve the following amendments to the 2026-2027 Proposed Fees & Charges 
Report for the Planning, Building and Code Enforcement Department: 

a. Increase the Vacant Building/Storefront Downtown Mandatory Registration 
Fee from $240 per quarter per vacant building to $831 per quarter per 
vacant building; 

b. Increase the Vacant/Neglected Building/Storefront Citywide Monitoring 
Fee from $717 per quarter per vacant building/storefront to $1,312 per 
quarter per vacant building/storefront; and 

c. Increase the Vacant/Neglected Building/Storefront Downtown Monitoring 
Fee from $717 per quarter per vacant building/storefront to $1,581 per 
quarter per vacant building/storefront. 
 

2. Approve the following amendments to the 2026-2027 Proposed Operating 
Budget for the Planning, Building and Code Enforcement Department in the 
General Fund: 

a. Increase the revenue estimate for Licenses and Permits by $180,000;  
b. Increase the Personal Services allocation by $180,000; and 
c. Add 1.0 Code Enforcement Inspector II position. 

 
 

BACKGROUND 
 
The Mayor’s March Budget Message for Fiscal Year 2026-2027, as approved by the 
City Council, directed the City Manager to assess the feasibility of updating the cost-
recovery fee structure to sustain the work of the Downtown Enhanced Vacant Building 
Program. This memorandum responds to that direction by presenting the findings of the 
Vacant Building and Storefronts (VBS) Cost Recovery Fee Model analysis, 
recommending updated fees for 2026-2027 and identifying staffing, collections, and 
administrative actions needed to achieve a durable, self-sustaining program.  
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Vacant buildings and storefronts represent one of the most visible and consequential 
code enforcement challenges facing the City. Left unmonitored, vacant, unmaintained 
properties become magnets for blight, illegal dumping, unauthorized entry, and criminal 
activity, eroding neighborhood safety, impacting surrounding property values, and 
undermining the City's broader economic goals.  

The City's VBS Program provides a structured, proactive monitoring framework for 
Downtown and Citywide vacant properties, with three distinct fee tiers each billed 
quarterly: Downtown Mandatory Registration, Downtown Monitoring, and Citywide 
Monitoring. Under San José Municipal Code Chapter 17.38, buildings or storefronts 
located within the Downtown Mandatory Registration Area that have been vacant for 30 
days or more are required to register in the VBS Program, undergo quarterly monitoring 
inspections, and pay a quarterly monitoring fee – currently the 2026-2027 Proposed Fee 
is $240 – to cover the cost of those inspections. In addition, vacant properties located 
anywhere within the city that have had unresolved code violations for 30 days or more 
are required to register in the VBS Program for enhanced monthly monitoring and pay a 
quarterly fee – currently the 2026-2027 Proposed Fee is at $717 – to cover the cost of 
that increased monitoring activity. Given the diverse challenges and complexity of 
monitoring and enforcement of vacant properties, this program coordinates regularly 
with the City Attorney's Office, Office of Economic Development and Cultural Affairs 
(OEDCA), Police Department, Fire Department, Planning and Building Divisions, 
Housing Department, San José Downtown Association (SJDA), and other neighborhood 
organizations, thereby making it an essential part of the City's larger Downtown safety, 
beautification, and revitalization effort.  

Over the past two fiscal years, City Council has invested one-time funding for a 
dedicated Code Enforcement Inspector to proactively address vacant buildings and 
storefronts and blight in the Downtown. Under the Enhanced VBS Program, the 
Planning, Building and Code Enforcement Department has made meaningful strides in 
addressing problem properties through intervention, monitoring, enhanced enforcement, 
and legal action.  The analysis driven by this memorandum quantifies these labor needs 
and recommends a fee structure that can support that same level of effort going 
forward. 

 
ANALYSIS 
 
VBS Cost Recovery Fee Model Analysis 
 
In response to the Mayor’s March Budget Message direction, staff completed a task-
labor average analysis and fee model review, incorporating benchmarking from 
comparable programs in other jurisdictions and evaluating the full scope of activities 
associated with each fee, including the staff classifications involved and the average 
time required to complete each task. The fee had not been comprehensively updated in 
recent years. 
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This analysis allowed staff to validate three previously identified challenges with 
supporting data and develop recommendations to address them. First, the analysis 
confirmed that there are more tasks than were likely assumed in the previous cost 
recovery model.  Second, current staffing levels are insufficient to support program 
demands. Lastly, fee collection rates are contributing to the program’s reliance on the 
General Fund. 

Cost Recovery Gap 

The proposed fee model identifies a significant cost recovery gap driven by the volume 
of work currently performed but not reflected in existing fees. Most notably, the model 
projects a need for 1.3 full-time equivalent (FTE) Code Enforcement Inspectors. This 
increase is roughly two times the 0.65 FTE accounted for in the current fee model. This 
disparity alone signals that the current fee structure substantially underestimates the 
true cost of service delivery and places an unnecessary burden on the General Fund. 

Staffing Constraints 

Currently, the VBS Program has a total budgeted 0.88 FTE (including the 0.65 Code 
Enforcement Inspector FTE above and 0.23 FTE of associated administrative support 
and management staff). With this revised analysis, the total staffing need is estimated at 
approximately 2.0 FTE, primarily driven by the increase in recognized inspection hours. 
The annual cost of the updated analysis is $528,726, primarily attributable to staff time. 
This gap means the program is being implemented on an unsustainable basis through 
staff time diverted from other functions such as the General Code Program, a practice 
that undermines both the VBS Program and other Code Division priorities, and that 
cannot be sustained as the VBS Program caseload grows. To support the resources 
necessary to administer the program effectively, there would need be an increase of 
approximately $296,000 in expenditures.   

Revenue Collection  

The analysis also affirmed that fee collection must be improved to ensure a sustainable 
cost recovery program now and into the future. Preliminary analysis indicates that only 
about 75% of invoices issued are currently being collected in a timely manner. The gap 
in collections further contributes to the program deficit and must be addressed 
concurrently with potential staffing to minimize future impacts to the General Fund. 
Further analysis, in coordination with the Finance Department, is needed to fully 
understand the challenges and evaluate available options to improve the overall 
collection rate.  

Based on the above, staff recommends the following to ensure a full cost recovery VBS 
Program:  
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Recommendation 1: Update the fee schedule for 2026-2027 and adjust the 2026-
2027 Proposed Operating Budget 

Based on the findings of the VBS Cost Recovery Model Analysis, staff recommends 
updating 2026–2027 VBS Program fees to align with the documented scope and bring 
the program to full cost recovery over two years, as shown in Table A below.   

Table A: 2026-2027 Proposed VBS Program Fees 

Fee Applies To 2025-
2026 
Adopted 
Quarterly 
Fee 

Current 
Proposed 
2026-
2027 
Quarterly 
Fee 

Rec. Full 
Recovery 
(Quarterly 
Fee) 

Rec. Cost 
Recovery 
Rate 

Downtown 
Registration  

Vacant Buildings/ 
Storefronts in DT 
Mandatory Registration 
Area with no violations or 
violations resolved within 
30 days  

 
 

$233 

 
 

$240 

 
 

$831 

 
 

100% 

Downtown 
Monitoring  

Vacant 
Buildings/Storefronts in DT 
Mandatory Registration 
Area with violations 
outstanding 30 days+  

 
 

$634 

 
 

$717 

 
 

$1,581 

 
 

100% 

Citywide 
Monitoring  

Vacant 
Buildings/Storefronts not in 
DT Mandatory Registration 
Area with violations 
outstanding 30 days+ 

 
 

$634 

 
 

$717 

 
 

$1,312 

 
 

100% 

 
With the recommended increase to the fees, this MBA adds 1.0 Code Enforcement 
Inspector position to bring staffing levels closer in alignment with program needs.  The 
addition of the position will be offset by recognizing additional revenues of $180,000 to 
reflect the recommended fee increase. 

If 100% of the increased fees were collected, the increased revenue would be 
$296,000.  However, due to the significant increase to the fee and past challenges with 
fee collections – and the corresponding risk to the General Fund if these new revenues 
are overestimated – the Administration is recommending increasing the budgeted 
revenue estimate to only account for the cost of the new position. In response to 
direction in Mayor’s March Budget Message, the 2026-2027 Proposed Operating 
Budget allocates $175,000 of one-time funds in the General Fund to continue a 
temporary staffing to support the VBS Program in 2026-2027. Revenues collections will 
be monitored and potentially increased as part of the 2027-2028 Base Budget 
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development, as appropriate, which would then eliminate the need to continue the one-
time staffing support in 2027-2028.      

Recommendation 2: Improve Collections and Billing 

As noted above, further analysis in coordination with the Finance Department is needed 
to fully understand collection challenges and evaluate additional options to improve the 
overall collection rate. Work is already underway to strengthen coordination and 
transparency. In December 2025, Finance and Code Enforcement developed a monthly 
report of outstanding Code Enforcement invoices, which is now shared regularly to 
support collection tracking and improve visibility. In January 2026, staff also launched a 
biweekly Finance and Code Coordination Series focused on two initial priorities: (1) 
strengthening and improving collection rates, and (2) improving invoicing processes, 
coordination, and systems integration. 

Building on these efforts, the 2026–2027 Base Budget includes the deletion of a vacant 
Senior Permit Specialist and addition of a Principal Permit Specialist position to support 
the VBS team, including billing coordination, tracking, and administrative support for 
collections activities. Additional actions are still needed to improve billing performance, 
including addressing instances where eligible properties have not been billed and 
reducing delays in both initial and recurring billing due to staffing capacity constraints. 
Strengthening billing follow-up and processing will improve timeliness and support 
increasing the Downtown Monitoring collection rate above the current 75% baseline. 
Absent continued improvement in collections, fee adjustments may result in higher 
uncollected balances and increased program risk. 
 
Recommendation 3: Consider a new VBS Reinspection Fee  
 
While the Code Enforcement Division has various reinspection fees for other programs 
such as General Code, no such fee currently exists for the VBS Program. Consistent 
with California Proposition 218, the proposed fee is intended to recover costs for 
services directly necessitated by specific properties. Peer jurisdictions use similar 
models, including per-reinspection charges and escalating fees for repeat non-
compliance. 
 
The proposed VBS Reinspection Fee would apply to inspections conducted outside the 
regular monitoring cycle, including enforcement inspections initiated by complaints, 
inspections related to securing vacant buildings, clean-up abatements, and re-
inspections when compliance is not reached within established timeframes. These 
activities are specific, property-driven services that are not currently captured in the fee 
structure and contribute to the program’s cost recovery gap. Staff will return with final 
proposed fees and applicability criteria as part of the development of the 2027–2028 
Proposed Fees and Charges.   
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Recommendation 4:  Implementation and Outreach 
To support awareness and allow time for adjustment to the proposed fee changes, staff 
will to conduct outreach to impacted VBS Program property owners, key stakeholders, 
and business associations. Potential outreach would include targeted outreach to 
Downtown Mandatory Registration Area property owners, the SJDA, SOFA Committee, 
and Alum Rock Business Associations in coordination with the Department’s Public 
Information team. Staff will also include communication materials, FAQs, and best 
management practices in the Vacant to Vibrant Resource Guide planned for 2026-2027.   

Policy Alignment 

This fee update directly implements the Mayor’s March Budget Message direction and 
aligns with the City’s Focus Areas of Growing Our Economy and Cleaning Up Our 
Neighborhoods through continued monitoring and enforcement of vacant buildings and 
storefronts that support citywide priorities related to revitalization, blight reduction, public 
safety, and housing production, all of which depend on a consistently monitored and 
maintained vacant building stock that does not become a driver of long-term 
disinvestment. The program’s cost-recovery fee structure is grounded in Proposition 
218 requirements that fees not exceed the reasonable cost of providing the service 
attributable to each parcel. This is supported by the more than 100 inspection-related 
tasks performed across approximately 3,000 annual inspection hours, demonstrating 
proportionality at a level of specificity that strengthens the fee structure. 

Staff will continue to monitor State legislative activity related to vacant property 
registration requirements and local agency fee authority, as these developments may 
further reinforce the City’s legal and policy basis for the updated fee structure. This 
includes, but is not limited to, pending measures such as AB 2180 (2025–2026 Regular 
Session), Proposition 218 Omnibus Implementation Act: Proportional Cost of Service, 
and SB 789 (Menjivar, 2025–2026 Regular Session), Commercial Real Property 
Vacancy Tax.  

Operational Risk  

If fees are not updated in this budget cycle, the program will continue operating well 
below cost recovery, sustaining an annual structural deficit and increasing pressure on 
the General Fund. Prior staffing reductions and vacancies have resulted in extended 
periods of reduced program activity; without a sustainable funding structure, the risk of 
similar disruptions to VBS Program monitoring and enforcement remains elevated, 
including impacts to Downtown problem properties, unsecured vacant buildings, active 
abatement cases, and resulting blight and property value impacts. 

Properties at highest risk are those in active Administrative Remedies or legal 
proceedings, under abatement orders, or with identified life-safety hazards, where 
reduced inspection frequency from monthly or quarterly intervals to extended 
timeframes could allow conditions to deteriorate, with direct implications for public safety 
and compliance outcomes. 
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COORDINATION   
 
This memorandum has been coordinated with the City Attorney’s Office. 
 

 
Chris Burton   Jim Shannon 
Director   Budget Director 
Planning, Building, and Code Enforcement  

 
 

For questions, please contact Chris Burton, Planning, Building and Code Enforcement 
Director, at Christopher.Burton@sanjoseca.gov. 
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