
 

 

Council Agenda Report 

 
From:  Catherine Piatti, Finance Manager 
   
Subject:  Approval of a Resolution Updating and Establishing City Development Services User Fees 

for Various Regulatory Activities, Programs, and Services 

  CEQA Determination: The City finds that this action is exempt under the California 
Environmental Quality Act from environmental review under Public Resources Code 
Section 21080(b)(8), which provides an exemption for the establishment or modification 
of charges by public agencies which the public agency finds are for the purpose of meeting 
operating expenses. 

Date:  March 17, 2026 

 
Facts   
1. The City charges fees for certain services for which a particular individual or group is the primary 

beneficiary, as opposed to the public at large. In these instances, it is more equitable to charge for 
these services rather than subsidize them out of the General Fund.  

2. For most fees, the City is not allowed to charge more than the reasonable cost of providing the service 
or performing the activity. For some (e.g., youth recreation), the City purposefully charges less than 
the cost of providing the service in an effort to maintain accessibility and affordability. 

3. The last citywide user and regulatory fee study was completed in 2005.  
4. In March 2024, the City retained the services of an independent rate consultant, ClearSource Financial 

Consulting (ClearSource), to conduct a User and Regulatory Fee Study (the “Study”)(Attachment No. 
2), analyzing the costs of providing various City regulatory activities, programs, and services. 

5. The Study and the applicable user fees have been conducted in two phases. On September 16, 2025, 
City Council approved user fees for public safety, airport, utility administration (non-regular service-
related fees), library, recreation, and administration services. The second phase (this item) is to 
consider the adoption of proposed user fees for building, planning, engineering, and development 
services that are the responsibility of the Community Development Department. 

6. User and regulatory fees for development services have been modified since 2025 (e.g., City Council 
Resolutions 03-66, 06-128, 06-0197, 17-086, 18-132, and 19-077) but a comprehensive review and 
study has not. Comprehensive fee studies should be performed periodically to ensure the City’s cost 
of providing services are accurate and appropriate. 

7. The Study, dated February 2026, examined these development-related services provided by the City, 
the costs reasonably borne by the City in providing these services, the beneficiaries of these services, 
and the revenues produced by those paying fees and charges for such services. 

8. On February 12, 2026, staff presented this report and study to the Housing Constraints and 
Opportunities Committee (HCOC) and unanimously supported advancing the proposed fee updates 
to City Council.  

9. On an annual basis, fees will be adjusted based on the Consumer Price Index (CPI) – All Urban 
Consumers for San Francisco-Oakland-San Jose, California, calculated by the 12-month changes as of 
April each year. The first CPI adjustment will be effective July 1, 2027, and each July thereafter. 

https://www.prcity.com/DocumentCenter/View/6295/2003-City-Council-Resolution---03-066-PDF
https://www.prcity.com/DocumentCenter/View/7160/2006-City-Council-Resolution---06-128-PDF
https://www.prcity.com/DocumentCenter/View/7229/2006-City-Council-Resolution---06-197-PDF
https://www.prcity.com/DocumentCenter/View/9554/2017-City-Council-Resolution---086-PDF
https://www.prcity.com/DocumentCenter/View/25194/2018-City-Council-Resolution---18-132-PDF
https://www.prcity.com/DocumentCenter/View/27351/2019-City-Council-Resolution---19-077-PDF


 

Community Outreach 
Public notice regarding the proposed fee changes has been provided as directed by the Mitigation Fee 
Act, codified pursuant to Government Code section 66000, et. seq. and more specifically the public 
meeting requirements of section 66016 and the public hearing requirements of section 66018. The City 
made publicly available the Study indicating the amount of cost, or estimated cost, required to provide 
the Services for which the user fees are to be imposed, and the revenue sources anticipated to provide 
such programs and services at least ten (10) days prior to the date of the public hearing. The City will hold 
a duly noticed public hearing at which all oral and written presentations are made as part of a regularly 
scheduled meeting and prior to holding said public hearing, the City published notice in a newspaper of 
general circulation at least ten (10) days prior to the date of the public hearing pursuant to Government 
Code section 6062a. City provided written notice to any interest party having requested such notice at 
least fourteen (14) days prior to the date of the public hearing and said notices provided the date, time, 
and location of this public hearing. Additionally, relevant advisory bodies were provided with the 
opportunity to review the proposed updates at regularly scheduled advisory body meetings. (See 
Attachment No. 5). 
 
Options 
1. Take no action, leaving fees unchanged;  
2. Approve accompanying resolution updating and establishing various user and regulatory fees, based 

on the materials presented; 
3. Approve any combination of partial implementations of the proposed changes; 
4. Provide alternative direction to staff. 
 
Analysis and Conclusions   
The ‘Citywide User and Regulatory Fee Study for Development Services Fees’ can be reviewed entirely as 
Attachment No. 2. Cities regularly conduct these studies to justify fee amounts imposed, and to optimize 
the overall portfolio of revenues available to the municipality to fund its services. Industry practice and 
fiscal conditions in the state have led most cities to link cost recovery for services of individual action, 
cause, or benefit to that same individual through user fee revenue, relieving the agency’s general 
revenues as much as possible for use toward services of broader community benefit. 
 
User and regulatory fees are intended to cover all, or a portion of, the costs incurred by the City for 
providing fee-related services and activities that are not otherwise provided to those not paying the fee. 
California law provides restrictions regarding the amounts the City may charge for fee-related services 
and activities. Specifically, in order to avoid being considered taxes, the fees charged shall not exceed the 
estimated reasonable cost of providing the services, activities, or materials for which fees are charged. 
 
The services for which the City imposes a user or regulatory fee typically derive from an individual person 
or entity’s action, request, or behavior. Therefore, except in cases where there is an overwhelming public 
benefit generated by the City’s involvement in the individual action, a fee for service ensures that the 
individual bears most, if not all, of the cost incurred by the City to provide that service. When a fee targets 
“100% or full cost recovery,” the individual is bearing the entirety of the cost. When a fee targets less than 
full cost recovery, another City revenue source–in most cases, the General Fund–subsidizes the 
individualized activity. 
 
An overview of all proposed changes to fees, including proposed increases, are shown in detail in 
Attachment No. 3. The report includes all three divisions, building, planning and engineering and includes 



 

charge type (i.e., Fixed Rate or Time and Materials), if it changes the current fee, and if so, by how much, 
and its cover recovery goal. The attachment also includes: 
 

1. List of fixed fees and rates that are proposed to remain unchanged: Fees that are proposed to 
remain unchanged (example below) are generally: 

o Fees that already recover the City’s cost of service, so no adjustment is required; 
o Fees that align to prior City Council direction (e.g., reduced fees for sign permits); and 
o Fees established or limited by the State of California. 

 

 
 

2. List of fixed fees and rates that are proposed to change: In these cases, fees are proposed to 
change to better recover the City’s current cost of service (example below).  

 

 
 
 
 
 
 
 
 



 

3. List of time and materials initial deposit amounts that are proposed to change. Historically, the 
City collects development services fees for development review services based on the actual cost 
of providing service. This is commonly known as “time and materials” and is an equitable method 
to charge for the services incurred depending on the complexities of development. In these 
instances, the City collects a cash deposit, and costs incurred are paid against the deposit. In some 
instances, the initial deposit amount collected may not cover the total cost of processing the 
application, in which staff will notify the owner/applicant of the amount of additional deposit 
required to complete processing of the application. Any remaining unused deposit is refunded to 
the owner/applicant after the approved project plans and forms are completed, or upon 
owner/applicant request to formally withdraw the application. Generally speaking, the proposed 
fees do not change the time and materials methodology, but rather initial deposit amounts are 
being recalibrated to attempt to minimize the need to pursue additional deposit funding from 
applicants. Below is an example of a deposit amount that is proposed to change. 

 

 
 
 

4. List of new fees proposed: Four new fees are proposed and are intended to: 
A. Recover the cost of planning division review of building plans. 

 This service is currently provided, without a corresponding fee for service. 
 The fee is only applicable to building applications that require planning division 

review. 
B. Recover the cost of engineering division review of building plans. 

 This service is currently provided, without a corresponding fee for service. 
 The fee is only applicable to building applications that require engineering 

division review. 
C. Recover a portion of the cost of development specific technology used by the engineering 

division. 
 This will allow the City to recover a portion of the costs of development specific 

technology. 
D. Collect fees for work performed without a permit or outside the scope of a permit. 

 This fee will only be collected when work commences without required permits 
or work is performed outside the scope of an issued permit. 

 
The most significant fee adjustments within the proposed schedule occur in a few key service categories 
where the current fees or deposits are most misaligned with the actual cost of providing the service. It is 
important to note that time and materials services in both departments continue to be tracked and billed 



 

based on actual staff time spent on a project. The initial deposit functions only as a starting balance for 
that work. If the actual cost of providing the service is less than the deposit amount, the remaining balance 
is refunded to the applicant. Conversely, if the work exceeds the deposit amount, the applicant is 
responsible for paying the additional costs incurred. This approach ensures that applicants ultimately pay 
only for the actual cost of the services provided. 
 
To provide additional context and clarity, Attachment No. 4 presents a side-by-side comparison of permit 
fees for a new single-family residence under the existing and proposed fee schedules. The comparative 
format enhances transparency by clearly identifying specific fee adjustments and allowing users to easily 
evaluate the cumulative impact of the proposed changes on total project costs. These building and 
development fee estimate can be requested by any developer. 
 
As an additional layer of review, the Housing Constraints and Opportunities Committee (HCOC) was given 
the opportunity to review the proposed fees and provide feedback to be included in the final proposal 
presented to City Council. The HCOC was established to review housing-related issues and provide 
recommendations to the City Council on strategies to increase housing production within the City. As part 
of its role, the Committee evaluates factors that influence the feasibility and delivery of housing 
development, including both constraints and opportunities within the development process. Because 
development-related service fees directly affect the cost and predictability of development review, they 
are an important component of the broader housing production framework. 
 
In reviewing potential updates to development-related service fees, the HCOC considered how fee 
structures may impact housing development, affordability, and the City’s ability to efficiently process 
development applications. Ensuring that development review services are adequately funded supports 
timely and effective processing, which can help reduce delays and uncertainty for housing projects. 
 
The HCOC reviewed the proposed fee updates and recommended that staff bring the proposed fees 
forward to the City Council for consideration as presented. Through this recommendation, the Committee 
expressed its support for the proposed fee structure and recognized the importance of maintaining 
development services that are appropriately resourced to support housing development and address the 
City’s broader housing challenges. 
 
Fiscal Impact  
Since most of the City’s development services fees are collected via time and materials billings process, 
the fiscal impact of proposed fee changes will be dependent upon development activity within the City, 
application review and corresponding inspection requirements. 
 
Following adoption of the fee schedule, staff will monitor actual permit activity and evaluate revenue 
performance before making any modifications to projected revenues.  
 
Additional revenues expected from proposed changes to fees and charges are intended to offset the cost 
of providing existing services associated with those fee-related functions. Additional fee revenue is not 
intended to fund new services. 
 
Fairly allocating costs to the services provided and recovering some, or all, of these costs from service 
recipients creates value and predictability for City customers and reimburses the City for services provided 
to a single party, as compared to the public at large. Collecting fees for services: 



 

 Increases the availability of General Fund revenues to be used for services and activities available 
to all residents and businesses, such as public safety and public works services. 

 Helps meet fee-payer service level expectations by collecting fees to fund the existing level of 
services provided. 

 
If the proposed development fee adjustments are not adopted, the City will continue to experience a gap 
between the actual cost of providing development related services, such as development review, 
inspection, and permitting services, and the revenue generated to support those activities. Unlike many 
core municipal services, such as police services, fire and emergency response, street maintenance, parks, 
and library services, which are inherently public services that cannot realistically or legally be fully cost 
recovered through user fees, development related services review are among the limited categories of 
municipal services where cost recovery is both appropriate and feasible. When fees for these services do 
not reflect the true cost of providing them, the difference must be absorbed by the City’s broader financial 
resources, effectively shifting the financial burden from the applicant benefiting from the service to the 
community as a whole. Maintaining development fees that more accurately reflect the cost of service 
helps ensure that private development pays for the administrative and regulatory services required to 
support it. Conversely, failing to update fees increases the level of subsidy required from the General 
Fund, which may reduce the City’s ability to fund essential community services that cannot be fully 
recovered through fees, including public safety, parks, streets, and library services. Updating the fee 
schedule therefore supports fiscal sustainability by preserving limited General Fund resources for services 
that must rely on them. 
 
CEQA 
The City finds that this action is exempt under the California Environmental Quality Act from 
environmental review under Public Resources Code Section 21080(b)(8), which provides an exemption for 
the establishment or modification of charges by public agencies which the public agency finds are for the 
purpose of meeting operating expenses. 
 
Recommendation (Option 2) 
Approve Resolution 26-XXX, updating and establishing various user and regulatory fees for various City 
regulatory activities, programs, and services set forth in a comprehensive fee schedule. 
 
Attachments 
1. Resolution 26-XXX – User Fee Study 

Exhibit A: Schedule of Proposed User and Regulatory Fees and Charges – Development Services 
2. User and Regulatory Fee Study Phase 2 – February 2026 
3. Overview of Proposed Adjustments to Development Services Fees and Deposits 
4. Example of Fees for Single Family Residence- Current and Proposed 
5. Publication Notice of Public Hearing 

 


