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SUBJECT: Citywide Planning — Workplan, Potential New Planning Efforts, and
Funding Strategies

RECOMMENDATION

A. Approve an amendment to the 2026-2027 Proposed Fees and Charges Report
for the Citywide Planning Fee in the Planning, Building and Code Enforcement
Department. Adjust the fee from “Previously approved at additional 11.97%
applied to Entitlement, Building Permit Fees, and Building Plan Check Fee
Categories” to “Additional 13.00% applied to Entitlement, Building Permit Fees,
and Building Plan Check Fee Categories”.

B. Approve the following adjustments to the 2026-2027 Proposed Operating Budget
in the Citywide Planning Fee Program Fund:
(1) Increase the estimate for Fees, Rates and Charges by $375,000;
(2) Increase the Personal Services budget for the Planning, Building and
Code Enforcement Department by $200,000; and
(3) Increase the Ending Fund Balance by $175,000.

C. Add 1.0 Planner I/1I/1ll position to the Planning, Building and Code Enforcement
Department.

BACKGROUND

This Manager’s Budget Addendum (MBA) responds to the Mayor’s March Budget
Message for Fiscal Year 2026-2027, as approved by the City Council, which asked staff
in the Planning, Building, and Code Enforcement (PBCE) Department to engage in
several work efforts.
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Specifically, the direction was to:

1. Evaluate funding strategies for the City’s long-range planning efforts, taking into
consideration the current development environment and the sensitivity of
development projects to existing fee levels.

2. Explore streamlining the approval of advanced manufacturing in Light Industrial
(LI), Heavy Industrial (HI), and Industrial Park (IP) zoning districts by designing a
ministerial approval process.

3. Create a guarantee for approval of all ministerial projects within 90 days of
complete submission, counting only the time the project is within City control.

4. Develop a financially viable framework to allow for the demolition of, or removal
from the historic inventory of, substandard structures or those whose historic
features are no longer evident.

5. Explore the creation of an amnesty program for unpermitted work on structures
listed in the historic resources inventory, provided the buildings meet applicable
health and safety standards.

6. Explore staffing needs to fulfill environmental review for development in light of
AB 130 and similar CEQA reforms.

This MBA includes a recommendation for an update to the Citywide Planning fee to
sustain current staffing levels and add 1.0 Planner I/1l/1ll position, and a plan for a
comprehensive evaluation and update to the fee to address increased workload. This
memorandum also outlines near-term actions staff will take to address current work plan
overcapacity, including a review of existing Citywide Planning work plan items and
development of recommendations for City Council consideration on reprioritization,
tradeoffs, and risks.

ANALYSIS
Citywide Planning Work Plan Overview

In the current fiscal year, the Citywide Planning team’s focus remains on several high-
profile projects, such as the General Plan Four-Year Review (Four-Year Review) and
implementing Housing Element actions to ensure San José meets State housing
requirements, retains access to funding, and lays the groundwork for the next Housing
Element cycle. This work is scheduled to continue through the upcoming fiscal year, into
2026-2027, and beyond. For a full list of current workplan items, see the Community
and Economic Development (CED) Committee Citywide Planning Activities Semi-
Annual Status Report on April 27, 2026!. Limited staffing and significant State-driven
deadlines require prioritization of core initiatives over projects that are not driven by an
outside mandate and where the City has more flexibility in determining timelines.

1 https://sanjose.leqgistar.com/LegislationDetail.aspx?1D=7931690&GUID=BB4969F C-72DB-47C0-A5AB-
A0B938789B46&0Options=&Search=
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In the 2026-2027 Proposed Operating Budget, the total combined Citywide Planning
budget for staffing is approximately $6.1 million, of which $2.9 million is allocated in the
General Fund and $3.2 million is allocated in the Citywide Planning Fee Fund. The
Citywide Planning Fee is a fee intended to support General Plan and Zoning Code
updates, as well as proactive, long-range planning efforts to benefit the entire city.

While the Citywide Planning workload has increased, both staffing and funding have
become constrained. As part of the 2024-2025 Adopted Budget, the elimination of one
Planner position from the Ordinance and Policy team reduced staff and management
capacity. Revenues generated by the Citywide Planning fee have not kept pace with
expenses, much less fund the staffing and non-personal/equipment costs to sustain the
current workload.

Looking forward to the next fiscal year, the Citywide Planning team is facing a
significant capacity gap, with the workload estimated at 126% of available staff hours.
This overage represents the workload of approximately 4.3 additional planners and
does not account for any new work added via the 2026-2027 budget process. The vast
majority of the team’s current work plan (90%) is mandated, driven by State law or
implementation of State law requirements such as the Housing Element. Only 36% of
total work plan is for City-initiated projects, which limits the team’s flexibility to pivot to
new City Council priorities without dropping existing ones. Last year, several items were
dropped or delayed, providing the time and resources for staff to focus on the Four-Year
Review.

Citywide Planning Funding Strategies
Citywide Planning Fee Background

In 2018, a fee study prepared by Management Partners with input from Planning staff
concluded that the City could increase staffing on the Citywide Planning team with an
increase to the prior General Plan Update fee that was charged on development. The
study also found that the City could apply the fee to additional categories of building
permits that benefited from Citywide Planning work. Other cities have a similar fee to
support long range planning work such as Los Angeles, Oakland, Fremont, Morgan Hill,
Santa Clara, and Mountain View. This work resulted in an 11.97% fee charged on most
Planning and Building permits, which was anticipated to fund the Citywide Planning
work program that had been developed for the next ten years (i.e., from 2018 to 2028).

The fee currently funds a total of 14.88 positions (12.44 Planner positions and 2.44
management and administrative support positions) and was intended to create a
sufficient annual balance to fund consultant work for projects such as Urban Villages
and the Housing Element Update. The fee was also intended to generate an annual
reserve (estimated at approximately $350,000 to $500,000 per year) that would be used
to fund the next comprehensive update of the General Plan. The fee study found that
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this Citywide Planning Fee could be justified to cover up to 55% of the costs of the
Citywide Planning team based on the team structure and workload at the time.

The workload on Citywide Planning has increased significantly since the fee was
adopted in 2018, largely due to new State mandates. Starting with the substantial
Accessory Dwelling Unit updates in 2016, State legislation has required updates to the
Zoning Ordinance every year, sometimes multiple times a year. Other State-mandated
examples include additional requirements for adopting and implementing Housing
Elements, new required General Plan Elements and required updates to existing
Elements that every city must adopt or update, and rezonings of approximately 10,000
parcels to comply with Senate Bill 1333 for consistency between zoning and the
General Plan. This persistent onslaught of new requirements has significantly changed
the focus of the Citywide Planning team away from addressing City initiatives (see
Attachment for an overview of other critical planning work). Many of these new
requirements necessitated significant costs that were not anticipated in the model.

A combination of increased costs, decreased development activity, and new mandates
that have required substantial one-time funding have resulted in the Citywide Planning
Fee not being adequate to sustain current staffing levels, much less adequately address
the increased workload. Sufficient funding will not be available for the upcoming 7t
Cycle Housing Element (requires adoption in 2031) and comprehensive General Plan
Update (likely to be initiated in 2031). Table 1 shows the Citywide Planning Fee Fund’s
projected expenditures, revenues, and ending fund balance through 2030-2031. It
should be noted that the fund is projected to be in a deficit starting 2030-2031.

Table 1. Citywide Planning Fund Revenue vs. Expenditures Projection (April 2026)

2025-2026 2026-2027 | 2027-2028 | 2028-2029 | 2029-2030 | 2030-2031
Estimate Proposed Projection | Projection | Projection | Projection
Est. Revenue $ 4,516,337 | $4,341,633 | $4,461,727 | $4,550,961 | $4,641,980 | $4,734,820
Est.
Expenditures $5,012,145 | $5,319,295 | $5,024,555 | $5,229,203 | $5,205,402 | $5,603,451
Delta ($495,808) | ($977,362) | ($562,828) | ($678,242) | ($563,421) | ($868,630)
Remaining
Ending Fund $3,507,371 | $2,649,709 | $2,086,881 | $1,408,639 $845,217 ($23,414)
Balance
Funding Strategy

The Administration proposes a two-step approach for achieving sustainable funding for
the Citywide Planning program, accounting for increased workload since the fee was
established:

1. Increase the Citywide Planning Fee from 11.97% to 13.0% in 2026-2027 to
provide a marginal increase in staffing.

2. Conduct a comprehensive reevaluation of the Citywide Planning Fee to
determine appropriate funding for the new increased workload and anticipated
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workload, as discussed earlier in this memorandum. Recommend an updated fee
and staffing needs based on the reevaluation as part of the development of the
2027-2028 budget process.

Step 1: Increase Citywide Planning Fee in 2026-2027

The Administration recommends an increase to the Citywide Planning Fee in 2026-2027
from 11.97% to 13.00%, approximately generating an additional $375,000 to fund an
additional Planner I/Il/Il position and to serve as a first step to providing a more durable
funding source for citywide Planning needs. The new position will advance future major
workplan items in 2026-2027, including the implementation of the recommendations
from the Four-Year Review Task Force, which will in turn lay the foundation for the next
Housing Element, as well as other priority/high impact work plan item(s) such as
increasing the minimum densities in the Downtown and Diridon Station Area Plan.

The City’s recent Cost of Residential Development Study found that development fees
account for less than one percent of the cost of a residential unit therefore this modest
increase to the Citywide Planning Fee would not impact project feasibility. For example,
a Site Development Permit that includes $3,813 for the Citywide Planning Fee out of
$42,605 total planning fees would be required to pay $4,142 under the increased fee.
The Citywide Planning Fee on a single-family home reroof would increase by $2, from
$27 to $29 with the proposed increase.

However, more resources are needed, both to ensure the continuation of existing work
and engage in new, substantive work. It is anticipated that upon completion of the next
Housing Element, staff will need to update the General Plan. While staff has not fully
scoped the costs for the upcoming comprehensive General Plan update, for context, the
last comprehensive update required $3.2 million for new staffing and contractual costs
across three years, not including approximately $1.5 million in existing staff resources.

Step 2: Comprehensive Review and Update to the Citywide Planning Fee in 2027-2028

The basis for the Citywide Planning Fee is the City’s general police powers and
California Government Code Section 66014, which allows a local agency to charge for
planning services if they do not exceed the reasonable cost of providing the service.
These planning services can include the cost of preparing plans and policies that are
needed to approve permits, such as the General Plan, Zoning Ordinance, and other
implementation tools. This means that the majority of work on the Citywide Planning
team can be funded by the Citywide Planning Fee. Certain work, such as privately
initiated General Plan amendments and some development and data tracking, was
deemed not eligible to be funded by the fee.

The fee must be proportional to the benefit derived. Having a compliant General Plan
and updated development policies provides benefits to both those who build and
develop as well as to the existing community at large. The 2018 study affirmed prior
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findings that the existing community derives 30% of the benefit and new development
and construction derives 70% of the benefit. This means that the Citywide Planning Fee
may cover up to 70% of the cost of the work that can be attributed to the fee. The
remaining funding must come from other sources to reflect that the existing community
also benefits from a General Plan and updated development policies.

Further analysis is required to establish nexus and proportionality for increasing the fee
beyond 13.00% to account for new streams of work and to fund additional new
positions. As discussed previously, at the time of the 2018 study it was determined that
55% of the costs of the team could be funded by the fee. This is because not all of the
work on the Citywide team has a reasonable connection for being funded by
development activity, and only 70% of the costs of that eligible work may be funded by
it. Based on a preliminary assessment, staff believes that more than 55% of the team
may be funded by the fee based on changes to Citywide Planning priorities since the
2018 analysis. Specifically, compliance with State laws is an activity that may be funded
by the fee. This work has become a significantly higher percentage of the workload in
recent years and is projected to remain as such.

Additional analysis is also required to establish projected costs over time and to
determine an appropriate Citywide team structure to account for the increased workload
since the 2018 analysis. The current workplan’s 126% overage represents
approximately 4.3 planner positions and additional staff capacity beyond that is required
to take on new work. Simply adding more Planner I/II/Ill positions to the team would
likely create constraints in supervisor capacity; therefore, a deeper analysis of team
structure must be conducted to ensure appropriate workloads and efficiency at all
levels.

This detailed analysis will determine the maximum fee that could be applied within the
legal framework for the fee based on new workloads and an updated team structure.
The Administration will also evaluate peer cities to identify any potential alternative
funding frameworks that could be implemented, such as assessing a fee based on a
percentage of building valuation instead of permit costs. Staff will return as part of the
development of the 2027-2028 Proposed Budget with a recommended staffing plan and
update to the existing fee and/or an alternative funding mechanism based on the
outcome of the peer research. The proposed fee increase will also take into account the
development climate and potential impacts to project feasibility.

Citywide Planning Work Plan Reprioritization

In addition to the recommended addition of 1.0 Planner I/1l/1ll position and the proposed
increase to the Citywide Planning Fee, staff will also take near-term action to address
the current Citywide Planning work plan overcapacity. The Department does not want to
wait for the broader comprehensive re-evaluation of the Citywide Planning Fee to begin
addressing workload constraints.
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As a parallel effort, staff will review the existing Citywide Planning work plan and
develop recommendations for City Council consideration regarding potential
reprioritization of current and planned work items. This review will identify opportunities
to create capacity for high-impact work plan items that can be completed in the near
term, while also clearly describing the associated tradeoffs, risks, and potential timing
impacts to other policy priorities.

Staff anticipates returning to City Council in the first quarter of 2026-2027 with these
recommendations. The intent of this work will be to provide City Council with a clearer
understanding of the choices available within existing staffing and funding constraints,
including which items may need to be deferred, narrowed in scope, sequenced
differently, or removed from the current work plan in order to advance the highest-
impact and highest-priority work.

This near-term work plan review will complement, but not replace, the more
comprehensive evaluation of the Citywide Planning Fee. While the fee evaluation will
assess the longer-term staffing, cost recovery, and funding structure needed to sustain
the Citywide Planning function, the work plan review will provide a more immediate path
to manage existing capacity and align available resources with the City’s most urgent
policy priorities.

Mayor’s March Budget Message Policy Response

The following section describes staff's response to the Mayor’s March Budget Message
for Fiscal Year 2026-2027, as approved by the City Council, on the evaluation and
creation of specific policies.

1. Streamlining Advanced Manufacturing

Improving the development services process, including streamlining the entitlement
pathway, is foundational to the City’s Building More Housing and Growing Our Economy
Focus Areas. As part of the upcoming Citywide Planning Work Plan Reprioritization that
staff will take to City Council, staff will include the exploration of a ministerial approval
process for advanced manufacturing in the Light Industrial, Heavy Industrial, and
Industrial Park zoning districts.

2. Approval Within 90 Days for All Ministerial Projects

Streamlining the development process with a ministerial permit process in the City’s
growth areas provides applicants with speed and assurance. This goal is included in the
proposed 2026-2027 Building More Housing Focus Area. By December 2026, staff will
bring to City Council an ordinance for a ministerial planning permit process for
downtown residential and eligible citywide multi-family housing, with a maximum 90-day
entitlement approval timeline.
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3. Historic Inventory: Demolition & Removal from Historic Resources Inventory

Included in the 2026-2027 Proposed Operating Budget is a recommended action to add
one-time funding of $250,000 in the General Fund for the maintenance of the Historic
Resources Inventory (HRI) by documenting and evaluating properties classified as
stand-alone Contributing Structures (not in a historic area) and Identified Structures to
determine their historic significance and integrity and formulate recommendations on
reclassification or removal from the HRI.

4. Amnesty Program for Unpermitted Work

Staff will explore a historic preservation amnesty program and initiate a substandard
and altered historic structures framework. Staff plans to provide a status on this work
plan item at the Community and Economic Development Committee; it is included in the
proposed 2026-2027 Community and Economic Development Committee work plan for
the April 27, 2027 meeting.

5. CEQA Reforms: Evaluation of Staffing Needs

PBCE is currently tracking the effect of AB 130 and other streamlining legislation on
staff workload. As of April 2026, approximately 25% of new major environmental
reviews (i.e., projects that do not qualify for a typical categorical exemption) qualify for
AB 130 or SB 131.

Staff is also pursuing other CEQA streamlining efforts including: 1) implementation of an
expansion of the City’s current residential ministerial approval to include Downtown
sites and 2) use of the Environmental Review Handbook, Environmental Standard
Permit Conditions, and standard templates to be adopted by June 2026. Staff will also
track the effect of these other streamlining efforts that will allow projects to move faster
through the review process.

As of April 2026, three projects have been approved under AB 130, two projects
approved under SB 131, and at least seven projects are actively pursuing AB 130. The
average staff time by the CEQA planners across each of these projects was greater
than expected because of the required Tribal Consultation process. PBCE will continue
to track the staff hours needed for completion and incorporate these into its workload
analysis as additional projects are approved under these laws.

To address the Planning Development Fee Program Fund deficiencies, the Planning
Division is implementing several strategic efforts that will ensure a sustainable budget in
the long term, which includes the following.

1. Better coordination between the CEQA team and Development Review to allow
for cross functionality across these teams;
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2. Close attention to metrics and trends to predict the market ebbs and flows to
determine staffing; and

3. Providing flexibility to allow for certain routine consultant work on environmental
reviews (such as for exemptions and Initial Studies/Mitigated Negative
Declarations) to be done by staff instead of consultants.

These efforts will increase knowledge across teams, allow increased flexibility in
staffing, and counter some of the budget constraints due to in-house environmental
review rather than consultant work. With implementation of the Environmental Review
Handbook, Environmental Standard Permit Conditions, and standard templates,
planners will be able to prepare more types of environmental documents in-house,
further streamlining the process.

COORDINATION

This memorandum has been coordinated with the City Attorney’s Office.
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Director, Planning, Building, and Budget Director

Code Enforcement

ATTACHMENT: Backlogged City Policy Priority Work
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