
 
  
          TO:  HONORABLE MAYOR   FROM: Nanci Klein  
           AND CITY COUNCIL        Jon Cicirelli 
                                   Chris Burton 
    John Ristow 
                     Erik L. Soliván     

         
SUBJECT:  DOWNTOWN RESIDENTIAL      DATE:   May 28, 2024 
 HIGH-RISE PROGRAM   
              
Approved       Date 
         5/31/24    
 

COUNCIL DISTRICT: 3 
 
RECOMMENDATION  
 
(a) Adopt a resolution authorizing an extension of the Downtown Residential High-Rise 

Program applicable to projects located in the Downtown Planned Growth Area as described 
in the Envision San José 2040 General Plan that are 10 or more floors or stories in height (not 
including any nonresidential uses) where the highest occupied floor has a floor level 
elevation that is at least 150 feet above street level, and reducing the in-lieu fees due for those 
projects under the Inclusionary Housing Ordinance to the amount of $0 for up to 4,078 units 
that obtain a building permit by December 31, 2026, and pass first inspection within 12 
months of obtaining the building permit. 
 

(b) Approve an ordinance waiving the Building and Structure Construction Tax and the 
Commercial-Residential-Mobilehome Park Building Tax for up to 1,000 units in qualified 
residential high-rise projects located within the Downtown Planned Growth Area that obtain 
a building permit by December 31, 2025, and pass first inspection within 12 months of obtain 
a building permit and providing a 50% reduction of the Building and Structure Construction 
Tax and the Commercial-Residential-Mobile home Park Building Tax for up to 3,078 units in 
qualified residential high-rise projects that obtain a building permit between January 1, 2026 
and December 31, 2026 and pass first inspection within 12 months of obtaining the building 
permit. 

 
(c) Adopt a resolution providing a 50% reduction in the Parkland In-Lieu Fee for up to 1,000 

units in qualified residential high-rise projects located within the Downtown Planned Growth 
Area that obtain building permits by December 31, 2025, and pass first inspection within 12 
months of obtaining a building permit and providing a 30% reduction in the Parkland In-Lieu 
Fee for up to 3,078 units in qualified residential high-rise projects that obtain building 
permits between January 1, 2026 and December 31, 2026. 

 

COUNCIL AGENDA: 6/11/24 
FILE: 24-120632 

ITEM: 8.1 
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(d) Direct staff to analyze options and study potential impacts of a temporary multifamily 

residential fee reduction program to support housing production outside of Downtown and 
return to City Council by December 2024 with the analysis and recommendations for City 
Council consideration, including public financing mechanisms for public infrastructure.  

 
 
SUMMARY AND OUTCOME 
 
Approval of the first three recommendations ((a), (b), and (c) above) will result in a two-phased 
program to support the production of high-rise residential development in the City’s Downtown 
Planned Growth Area. The first phase of the program will reduce a project’s Inclusionary 
Housing Ordinance Fee to $0, provide a 100% reduction in a project’s two major construction 
taxes, and provide a 50% reduction in a project’s Parkland In-Lieu Fee. The second phase of the 
program will reduce a project’s Inclusionary Housing Ordinance Fee to $0, provide a 50% 
reduction in a project’s two major construction taxes, and provide a 30% reduction in a project’s 
Parkland In-Lieu Fee.  
 
Approval of the recommendation (d) above will also direct staff to explore and analyze potential 
mechanisms within the City’s control to support the production of multi-family housing outside 
of the Downtown core, including public financing mechanisms. 
 
 
BACKGROUND  
 
The purpose of the Downtown Residential High-Rise Program (High-Rise Program) remains to 
support Downtown residential high-rise development to complement job growth, catalyze the use 
of transit, including future BART connections, and support retail uses. The High-Rise Program 
also intends to create a strong residential base to support the continued development of a vibrant 
city center. Attachment A shows the High-Rise Program area - the Downtown Planned Growth 
Area Boundary. 
 
Recent versions of the high-rise program were approved in 2012, 2016, 2019, and 2022. The 
2012 version included a Parkland In-Lieu Fee (Parks Fee) reduction and a reduction in the 
Building and Structures (B&S) and Commercial-Residential-Mobilehome Park Building 
(CRMP) construction taxes. The High-Rise Program was later expanded in subsequent iterations 
to include a reduction in the Affordable Housing Impact Fee in 2017 before the Inclusionary 
Housing Ordinance Fee was adopted in 2021, which replaced the Affordable Housing Impact 
Fee. 
 
In 2017, a permanent reduction in the Parks Fee to $14,600/unit was adopted for Downtown 
residential high-rise development. With this new fee in place, a reduction in Parks Fee is no 
longer included in the current High-Rise Program. The 2017 High-Rise Program also included a 
reduction in the Affordable Housing Impact Fee and has since resulted in 890 units completed 
and 336 units currently under construction.   
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On November 5, 2019, the City Council accepted a report on Downtown residential high-rise 
feasibility. The City Council extended by resolution the deadline for the Affordable Housing 
Impact Fee exemption and directed staff to return with the appropriate resolutions to establish a 
$0 in lieu fee under the new Inclusionary Housing Ordinance for Downtown residential high-rise 
projects with annual increases starting in 2023 to transition to the full amount by June 30, 2025. 
City Council approved an ordinance creating 50% reductions of the B&S and CRMP 
construction taxes for eligible Downtown residential high-rise projects with a matching deadline 
of June 30, 2025. 
 
On November 15, 2022, the City Council passed a resolution extending the High-Rise Program 
again, this time establishing a deadline for developers to pull building permits by June 30, 2025, 
and receive certificates of occupancy by June 30, 2028, in order to qualify for the $0 
Inclusionary Housing Ordinance Fee reduction and 50% reduction in construction taxes. This is 
the High-Rise Program currently in place. 
 
On October 26, 2023, the City Council held a Study Session1 and received the latest report on 
the Cost of Residential Development prepared by Century Urban consultants2. The City Council 
memorandum summarizing this report is included in Attachment B. The October 2023 
memorandum concluded that current economic conditions remain a significant barrier to the 
construction of new market rate and affordable housing within Downtown and Citywide. 
Construction costs and interest rates continued to rise significantly and remain the biggest barrier 
to new housing development throughout the Bay Area. The City Council heard a detailed 
presentation and had a follow-up question/answer session with a panel of experts on the topic. 
During this discussion, City Council members suggested the possibility of staff further analyzing 
options and additional steps that might support housing production outside of Downtown.   
 
 
ANALYSIS 
 
High-Rise Program 
 
Since 2017, the City Council has approved nine High-Rise Project Completion Agreements. To 
date, two towers have been completed (The Graduate 260 units and Miro 630 units), and one 
tower is currently under construction (The Faye 336 units). Two additional projects have valid 
entitlements (The Carlysle and 27 West). Four projects had entitlements that expired in March 
2024. There are currently 14 entitled high-rise projects in the Downtown Planned Growth Area, 
totaling 4,078 units. Table A outlines the project developer, project name, and number of units 
in the entitled project.  

  
 

1 October 26, 2023, City Council Study Session: 
https://sanjose.legistar.com/MeetingDetail.aspx?ID=1126420&GUID=83F22B7C-A594-45F4-BF43-
92E51BDEF837&Options=info|&Search=10%2f26%2f23  
2 Century | Urban [consultants] – “Cost of Development” – Conceptual Feasibility Analysis - 
https://sanjose.legistar.com/View.ashx?M=F&ID=12388875&GUID=10CF8DCD-BAF9-44F4-9892-
5B53AB28103B  

https://sanjose.legistar.com/MeetingDetail.aspx?ID=1126420&GUID=83F22B7C-A594-45F4-BF43-92E51BDEF837&Options=info|&Search=10%2f26%2f23
https://sanjose.legistar.com/MeetingDetail.aspx?ID=1126420&GUID=83F22B7C-A594-45F4-BF43-92E51BDEF837&Options=info|&Search=10%2f26%2f23
https://sanjose.legistar.com/View.ashx?M=F&ID=12388875&GUID=10CF8DCD-BAF9-44F4-9892-5B53AB28103B
https://sanjose.legistar.com/View.ashx?M=F&ID=12388875&GUID=10CF8DCD-BAF9-44F4-9892-5B53AB28103B
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Table A. Currently Entitled Downtown Residential High-Rise Development 
 

Developer Project Name 
Number of 

Units 

Urban Catalyst Echo (2022-11/2026)* 415  
Urban Catalyst The Mark (2021-10/2025) 240  
Westbank Energy Hub (2022-12/2026) 194  
Westbank The Orchard ("Bo Town") (2022-11/2026) 540  
Acuity Realty The Carlysle (2020-7/2024) 290  
Brent Lee SJSU Student Housing Tower (2023-10/2027) 298  
ROYGBIV 19 North 2nd St (2023-3/2027) 220  
ROYGBIV Montgomery Plaza I (2022-12/2026) 126  
Urban Community 420 South 2nd (2022-12/2026) 254  
Westbank Westbank Terraine (2022-11/2026) 345 
Core Companies Gateway Tower (2016 - 12/2024) 300 
ROYGBIV Montgomery Plaza II (2022-12/2026) 264 
Nelly Amas 4th Street Metro Station (2024-3/2028) 218 
Alterra Worldwide 27 West (2019-3/2025) 374 
 Total # Units 4,078 

     *Year entitled - Month/Year most recent entitlement or extension expires 
 
Market Rate Housing Infeasible in Downtown 
 
The results from the Cost of Residential Development Report are summarized in Attachment B 
and were discussed by City Council during the October 2023 Study Session. The report 
evaluated three different building prototypes for construction: low-rise, mid-rise, and high-rise. 
The report concluded that Citywide, all three of the studied prototypes showed significant 
negative residual land values. In other words, when all the costs associated with development 
(i.e., planning, construction, and leasing/selling with the developer/investor’s required return), no 
funds remain left to purchase land. The estimated dollar figure needed to make the various 
prototypes feasible is known as the “feasibility gap.” The feasibility gap is shown to be the 
second highest in Downtown (with North San José slightly higher) for the high-rise building 
prototype, with a gap of $495,000 per unit for rental projects and $570,000 per unit on for-sale 
projects. The low-rise and mid-rise prototypes show a feasibility gap ranging from $323,000 to 
$435,000 in other parts of the City outside Downtown.   
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The report also included a “waiver” analysis that considered the effect of waiving the 
Inclusionary Housing In-Lieu Fee and reducing construction taxes by 50% on a project pro 
forma. While this resulted in decreased total costs and improved feasibility, residual values were 
still determined to be negative. When panelists attending the October Study Session were 
questioned in more detail regarding the possible benefit of reducing/waiving fees, several 
indicated that while a reduction in fees might not immediately trigger the feasibility of any 
individual project, fee waivers carry the potential to accelerate recovery and lead to construction 
start sooner on new projects. 
 
Feasibility Study Compliance with San José Municipal Code 
 
Chapter 14.10 of the San José Municipal Code sets “Minimum Labor Standards for a Private 
Construction Project Accepting a City Subsidy.” Chapter 14.10 defines a subsidy to include any 
“reduction, permanent suspension or exemption of any fee or tax” that applies to single or 
multiple projects. Construction projects receiving a City subsidy are required to pay all workers 
employed on the construction prevailing wage rates, as well as subject to other provisions such 
as requiring apprenticeships and local hire, among others. There are exemptions to the definition 
of a subsidy that include the reduction of a fee or tax that is applied uniformly across all private 
construction projects within a specific subcategory of use, e.g., high-rise residential, when the 
City Council determines, based on specified criteria, that construction of the projects is not 
financially feasible. The specified criteria are as follows: 
 

A. City Council must determine that a fee or tax reduction is not a subsidy supported by 
findings following a public hearing; 

 
B. City Council’s findings must be supported by the evidence presented at the public hearing, 

including a study analyzing whether construction within the subcategory of use is 
financially infeasible; 

 
C. The financial feasibility study must be performed by a consultant qualified to provide real-

estate analytic services selected and retained by the City using its normal procurement 
process; 

 
D. City Council must use reasonable efforts to conduct the hearing within 90 calendar days 

following the completion of the financial feasibility study. 
 

 
The October 2023 Cost of Development study addressed the required issues outlined below. 
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 Issue Consultant Analysis  

(Attachment C) 
a. Whether construction of Private 

Construction Projects in the specified 
Subcategory of Use is Financially 
Infeasible. 

“The conceptual feasibility analysis indicates 
that none of the prototypes support positive 
estimated residual land value in any of the 
submarkets. These results suggest a challenging 
environment for ground-up residential 
development projects similar to the prototype 
projects in the selected submarkets.” (pg. 13) 
 

b. The reason(s) for any conclusion that 
construction of the Private Construction 
Projects in the specified Subcategory of Use 
is Financially Infeasible. 

“The conceptual analyses’ findings indicate that 
similar to the findings in 2022, residential 
development economics are challenging under 
current market conditions. Since the last 
analysis was prepared, the cost of construction 
has continued to increase, while rising interest 
rates have increased capital costs, along with 
target returns for achieving feasibility. Rental 
rates and condominium sale prices have 
increased since the last analysis, but the 
magnitude of these increases is insufficient to 
offset the effect of higher development costs.”  
(pg. 2) 
 

c. The anticipated duration of any condition(s) 
making construction of the Private 
Construction Projects in the specified 
Subcategory of Use Financially Infeasible. 

“Engineering News Record and TBD 
Consultants publish indices which track 
construction costs quarterly in the Bay Area. 
Both indices reflect major increases in cost since 
2014 and even more significant increases since 
2020. Since 2014, the total increase has been 
over 200%. Between the first quarter of 2020, 
when the COVID-19 pandemic began, and the 
second quarter of 2023, the latest available data, 
TBD Consultants estimates an increase of 27%. 
To a limited extent, these hard cost increases 
have been offset by rental rate and sale price 
growth, but construction cost growth has 
outpaced rental rate and sale price growth.” 
(pg. 14) 
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 Issue Consultant Analysis  

(Attachment C) 
d. The estimated size of the financial gap 

between the Private Construction Projects in 
the specified Subcategory of Use being 
Financially Infeasible and financially 
feasible. 

The report shows a negative land residual of 
$495,000 per unit for rental projects and 
$570,000 per unit on for-sale projects in 
Downtown. 
 

e. Options for making the construction of the 
Private Construction Projects in the 
specified Subcategory of Use financially 
feasible, including the following:  

i. Providing the proposed fee or tax 
reduction without requiring the payment of 
prevailing wages;  

ii. Providing the proposed fee or tax 
reduction along with requiring the payment 
of prevailing wages; and  

iii. Any additional options, other than the 
proposed fee or tax reduction, that would 
make the construction of the Private 
Construction Projects within the specified 
Subcategory of Use financially feasible, 
provided that any such options must comply 
with all applicable laws and regulations, 
including the City's current General Plan.  

"To provide additional context, sensitivities were 
prepared to analyze the potential effect of 5% 
variations in hard costs, soft costs, rental rates, 
and sale prices by construction type. The results 
of these sensitivity analyses, which are 
summarized in Exhibit C, indicate that 5% 
improvements in hard costs, soft costs, rental 
rates, and sale prices do not bridge the 
feasibility gap for any of the prototypes." (pg. 
16)  

f. The consultant's preparation of the required 
study will include the opportunity for 
stakeholder input. 

Meetings with development community 
members were held on September 28 and 
October 12, 2023. A draft version of the report 
was shared with participants at these meetings. 

 
Staff has made every effort to bring forward recommendations regarding the High-Rise Program 
within the prescribed 90-day window. However, due to the complexity of this conversation, the 
multitude of objectives to consider, and the extent of the necessary analysis, it was not possible 
to arrive at a High-Rise Program recommendation earlier than this time. 
 
Recommended Adjustments to the High-Rise Program  
 
In alignment with the City Council's “Attracting Investment in Jobs and Housing” Focus Area, 
the Community and Economic Development Core Service Area priority is housing production. 
The fees associated with housing production support multiple City objectives, including park and 
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trail improvements, maintaining and upgrading transportation infrastructure, regular upkeep of 
public facilities, and attracting and retaining competent staff. Trying to address these several 
important objectives at once adds costs that contribute to making housing too expensive to build 
in current economic conditions. The cost for City permits and fees is approximately nine percent 
of the total project cost per unit for high-rise rental developments in Downtown. Within the cost 
structure of City permits, inclusionary housing fees account for approximately 60 percent of the 
expense, Parks Fees are approximately 20 percent, construction taxes are close to 10 percent, and 
City permit costs are the remaining 10 percent. 
 
Based on the results of the analysis in the Cost of Development Report, staff recommends 
continuing the waiver of the Inclusionary Housing In-Lieu Fee, a more significant reduction in 
construction taxes, and a reduction in Parks Fees to spur high-rise housing production in the 
City’s urban center. The proposed High-Rise Program parameters are outlined in Table B below 
compared to the current High-Rise Program.   
 

Table B. Current vs. Proposed High-Rise Program 
 

 CURRENT 
PROGRAM 

PROPOSED PROGRAM 

HEIGHT / BUILDING TYPE 150 feet / 10 stories 150 feet / 10 stories 

GEOGRAPHY Downtown Planned 
Growth Area 

Downtown Planned Growth Area 

INCLUSIONARY HOUSING $0 in-lieu fee Phase 1 
$0 in-lieu fee 

Phase 2 
$0 in-lieu fee 

CONSTRUCTION TAXES 50% reduction of 
CRMP and B&S 

Phase 1 
100% 
reduction of 
CRMP and 
B&S 

Phase 2 
50% reduction of 
CRMP and B&S 

PARKS FEES Not included - 
special category for 
high-rise is 
$14,600/unit 
(able to reduce up to 
50% with private 
recreation credits) 

Phase 1 
50% 
reduction - 
$7,300/unit  
(private 
recreation 
credits up to 
50% against 
the reduced 
fee allowed, 
resulting in a 
reduction to 
$3,650) 
 

Phase 2 
30% reduction - 
$10,220/unit 
(private recreation 
credits up to 50% 
against the reduced 
fee allowed 
resulting in a 
reduction to 
$5,150) 
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PROGRAM HORIZON Building permit by  
June 2025 
Certificate of 
Occupancy by June 
2029 

Phase 1   
1,000 units 
with building 
permit issued 
by December 
31, 2025, and 
first 
inspection 
passed within 
12 months of 
building 
permit 
issuance.  
 

Phase 2   
Up to 3,078 units 
with building 
permits issued in 
the 12 months 
following Phase 1, 
and the first 
inspection passed 
within 12 months of 
building permit 
issuance (January 
1, 2026 - December 
31, 2026). 

TIMING OF PAYMENT Taxes at Certificate 
of Occupancy 
Parks Fees at permit 
issuance 

Taxes and Parks Fees at Certificate 
of Occupancy or five years from the 
date a building permit is issued, 
whichever is sooner. 
 

 
This more substantial reduction or waiver of impact fees for the High-Rise Program will 
reinforce the City’s intention to do what it can to encourage high-density development that adds 
new housing units, increases tax revenue and transit use, fosters vibrancy, and minimizes the 
City’s carbon footprint in its urban core. While City fees are not the sole reason for development 
infeasibility, they are a contributing factor that is within the City’s control. Given the results of 
the latest high-rise feasibility analysis, it is important that no additional costs be added to the new 
high-density development Downtown and that the City proactively supports housing production 
in the city center. In addition to contributing to the vibrancy and economic success of the area, 
new high-rise developments will deliver more residential capacity consistent with the City’s 
Housing Crisis Work Plan and stated Regional Housing Needs Assessment goal of producing 
62,200 units of housing by 2031. 
 
It is important to note that careful consideration was given to formulating staff recommendations 
given the City’s multiple objectives. Significant concerns were weighed against the need to spur 
high-rise housing production, including loss of revenue to mitigate impacts of new development 
and deferred infrastructure and maintenance (parks); the reduction in construction taxes available 
to fund projects and staff in the Capital Improvement Program as well as funds to match external 
transportation-related grants; and the continued waiver of production of affordable housing.  

 
Deeper fee reductions were initially contemplated (e.g., a 100% reduction in Parks Fees in Phase 
1 and a 75% reduction in construction taxes in Phase 2) but were revised after assessing the 
impacts these reductions might have on the City’s ability to deliver services and park 
improvements. Staff believes that the proposed two-phase High-Rise Program, with an overall 
timeline of 30 months and a cap on the number of units that qualify for substantial reductions in 
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impact fees and construction taxes, achieves the necessary balance of reducing development 
costs within the City’s control while still maintaining an acceptable level of staffing and 
commitments to transportation, housing, and parks. 
 
While a waiver or reduction in impact fees is the most significant financial lever the City 
controls, there are other ways in which the City can facilitate the production of high-rise housing 
Downtown. For instance, the City currently requires a Local Transportation Analysis for new 
development projects; in areas like Downtown with an adopted comprehensive transportation 
plan, staff is exploring streamlining that analysis to focus on safety and site circulation practices, 
with other transportation needs already identified in the comprehensive plan.3 Staff anticipates 
bringing a recommendation to City Council in fall 2024. Also, Planning, Building, and Code 
Enforcement Department staff continue to focus on how to effectively facilitate coordinated 
review of major development projects through the permitting process. Developments in the 
High-Rise Program will continue to be a priority for Building Division staff, and the 
Development Services team will work to ensure that the City’s process is not a barrier to projects 
moving forward.  
 
City Council Approval Required for Fee Waivers 
 
In 2014, the City Council adopted Resolution No. 77135, which requires that a public hearing be 
conducted for any fee waiver over $1,000,000 and that notice of such public hearing be in the 
form of a memorandum addressed to the City Council posted on the City's website 28 calendar 
days in advance of the City Council meeting at which a fee waiver is to be considered. The 
resolution requires that the staff memorandum contain detailed information about cost and 
implications. In addition, California Government Code Section 53083 (Assembly Bill 562) was 
enacted in 2014 which requires local agencies to provide specified information to the public 
before approving a fee waiver over $100,000. Staff will also include subsidy information 
pursuant to California Government Code Section 53083 in the aforementioned City Council 
memorandum in conjunction with a required Project Completion Agreement. 
 
Policy Alternative 
 
Alternative: Remove the timeframe of 18 months for Phase 1 and 12 months for Phase 2 and 
provide tiered tax and fee waivers and reductions based on the number of units developed – up to 
1,000 units for Phase 1 and 3,078 additional units for Phase 2. 
 
Pros: Removing the timeframe in which development must obtain its building permit to be 
eligible for the fee and tax waivers and reductions offered in the High-Rise Program maximizes 
the opportunity for 4,078 units of high-rise housing to be developed. Removing the timeframe 
allows more time for other contributing economic factors outside of the City’s control, such as 
interest rates, labor and materials costs, and achievable rents to achieve levels that are favorable 
to triggering development.  

 
3 The City’s Downtown Transportation Plan was adopted in November 2022 and established key transportation 
priorities, programs, and infrastructure needs. 
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Cons: Removing the proposed High-Rise Program timeframe prolongs the period in which little 
or no revenue is generated by the City and, in turn, places continued pressure on the City’s 
ability to deliver programs and services at a time when the affected funds are already falling 
short. Another potential drawback of removing the proposed High-Rise Program timeframe is 
that it may lead to a less predictable schedule for City planning and resource allocation.  
 
Reason for not Recommending: Staff recognizes that fees and taxes are only two of the many 
factors impacting development feasibility and has therefore sought to balance fee and tax 
waivers and reductions with the need to maintain sufficient staffing levels and continue to 
provide sufficient programs, services, and infrastructure maintenance. Without the recommended 
timeframes, staff is concerned that the revised High-Rise Program would not incent development 
enough to get projects under construction quickly in line with policy goals. Removing the High-
Rise Program timeframe could also potentially create challenges in budget forecasting and 
project coordination and may hinder staff’s ability to effectively manage and monitor the 
progress of development projects. 
 
Consideration of a Citywide Multifamily Housing Support Program 
 
As part of the Cost of Development Report, the consultant assessed the feasibility of low-rise, 
mid-rise, and high-rise development in the south and east, central, west, and north submarkets of 
San José. The results showed that multifamily residential development is currently infeasible.  
 
Councilmembers comments and questions to staff at the October 2023 Study Session suggested 
an interest in exploring levers within the City’s control that could be adjusted to assist housing 
production throughout San José. At this time, staff seeks to confirm the City Council’s desire to 
identify potential programs and process improvements that might support the production of new 
housing throughout the City until outside market conditions change. If so, staff seeks City 
Council direction to analyze options and study the impacts of any such potential programs. Staff 
recommends analyzing options and impacts around the following program components: 
 

 Geography of project;  
 Project entitlement/application status;  
 Project density;  
 Term of program; 
 Performance metrics;  
 Fees/construction taxes/park impact fees, 

Inclusionary Housing Ordinance  
Construction Taxes  
Parkland Dedication and Park Impact Ordinances; 

 Timing of payment; and 
 Alternative financing mechanisms.  
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Analyzing the potential impacts of a residential program outside of Downtown seems prudent at 
this time as new residential development of all densities and throughout all areas of the City have 
been determined to be infeasible under current market conditions.  
 
 
EVALUATION AND FOLLOW-UP 
 
The City Manager’s Office of Economic Development and Cultural Affairs staff will ensure that 
each project that receives the High-Rise Program benefits will have an executed Project 
Completion Agreement. Housing Department staff will track the number of units that are in the 
High-Rise Program and will coordinate closely with Building Division staff to track when a 
building permit is issued on a specific project in the High-Rise Program. Staff will provide a 
High-Rise Program status update to City Council in August 2025. 
 
If City Council directs staff to study the potential expansion of a housing production support 
program Citywide, staff will conduct analysis and stakeholder engagement meetings from 
August to October 2024. Staff intends to return to City Council by December 2024 with the 
results of this work and seek further direction on which components to include in an expanded 
program.  
 
 
COST SUMMARY/IMPLICATIONS  
 
The full fiscal impact of the proposed High-Rise Program will not be completely understood 
until development moves forward in the construction process because the development of 4,078 
units can be achieved through a combination of different projects. Pursuant to California 
Government Code Section 53083, the City must disclose information related to any fee waiver 
over $100,000 through a public hearing, and pursuant to City Resolution No. 77135, must also 
disclose any fee waiver over $1,000,000 through a public hearing. These disclosures must 
include detailed information on the estimated total amount of expenditure of public funds or 
revenue lost, and project tax revenue resulting from the project. Staff will bring back these 
disclosures for individual projects in conjunction with the required Project Completion 
Agreement.  
 
The Inclusionary Housing Ordinance In- Lieu Fee for any residential developments adding 20 or 
more units is $49.99 per square foot per rental unit in Strong Market Areas and $28.81 per 
square foot for for-sale units. Although these changes would result in fewer fees collected on the 
high-rise developments, these fees are already considered foregone under the current High-Rise 
Program and are not included in budget projections or in the Five-Year Affordable Housing 
Investment Plan. 
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The B&S Construction Tax is based on the valuation of the building at a tax rate of 1.54% for 
residential. The CRMP Construction Tax is also based on building valuation at a rate of 2.42% 
for residential. The construction taxes fund a significant portion of the Traffic Capital 
Improvement Program. Although these changes would result in less tax revenue collected on the 
high-rise developments, these revenues are not included in projections included in the 2025-2029 
Proposed Traffic Capital Improvement Program. 
 
The current Parks Fee obligation for new Downtown development is $14,600 per unit. All new 
developments can qualify for up to a 50% reduction in their Parks Fee obligation by providing 
on-site recreational amenities. A 20-25% fee reduction is typically achieved by providing on-site 
amenities. Parks Fee collections are budgeted on an annual basis. None of the 14 currently 
entitled high-rise projects are included as potential revenue in 2024-2025. However, Parks, 
Recreation, and Neighborhood Services Department staff does depend on estimates of future 
collections to pair long-term planning and park construction efforts with funding needs.  
 
Conservative valuation estimates on currently entitled high-rise projects show that each would 
result in approximately $600,000 in annual revenue to the City in taxes alone (property tax, 
utility user tax, business tax, and on-site sales tax), notwithstanding the additional indirect 
revenue generated through the purchase of goods and services in Downtown by each new 
resident living in these developments.  
 
 
PUBLIC OUTREACH 
 
In addition to public commentary received at the Cost of Development Study Session on October 
26, 2023, staff held meetings to discuss an extension and possible expansion of the High-Rise 
Program with labor community leadership on November 15, 2023 and the development 
community on December 14, 2023. In addition, staff held two stakeholder outreach meetings 
with transportation, housing, and park advocates on February 29, 2024 and May 29, 2024 and 
met with labor community leadership on May 28 and 31, 2024.  Staff also agendized the High-
Rise Program at the Developers and Construction Roundtable meeting on May 23, 2024 and will 
hold an online question and answer session with developers who have entitled Downtown high-
rise developments on June 3, 2024. This memorandum will be posted on the City’s Council 
Agenda website for the June 11, 2024 City Council meeting. 
An update on this policy recommendation will be shared with the Housing and Community 
Development Commission and the Parks and Recreation Commission, as a part of the Directors’ 
Reports. 
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COORDINATION 
 
This memorandum has been coordinated with the City Attorney’s Office and the City Manager’s 
Budget Office. 
 
 
COMMISSION RECOMMENDATION AND INPUT 
 
No commission recommendation or input is associated with this action. An update on this policy 
recommendation will be shared with the Housing and Community Development Commission 
and the Parks and Recreation Commission, as a part of the Directors’ Reports. 
 
 
CEQA 
 
Not a Project, File No. PP17-008, General Procedure and Policy Making, resulting in no changes 
to the physical environment.   
 
 
PUBLIC SUBSIDY REPORTING 
 
This item does not include a public subsidy as defined in section 53083 or 53083.1 of the 
California Government Code or the City’s Open Government Resolution, however staff in the 
City Manager’s Office of Economic Development and Cultural Affairs will bring forward each 
eligible high-rise project for their required individual public hearing in accordance with City 
Council Resolution 77135 and California Government Code Section 53083. 
 
 
/s/                                                                               
NANCI KLEIN 
Director, Office of Economic  
Development and Cultural Affairs  
 
/s/ 
CHRIS BURTON 
Director, Planning, Building, and 
Code Enforcement Department 
 
/s/ 
ERIK L. SOLIVAN 
Director, Housing Department 
 

 
 
 

/s/ 
JON CICIRELLI 
Director, Parks, Recreation, and 
Neighborhood Services Department 
 
/s/ 
JOHN RISTOW  
Director, Department of   
Transportation 
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For questions, please contact Blage Zelalich, Deputy Director, or Joe Sordi, Development 
Facilitation Officer, City Manager’s Office of Economic Development and Cultural Affairs at 
blage.zelalich@sanjoseca.gov or (408) 535-8172 or joe.sordi@sanjoseca.gov or (408) 535-7903.  
 
 
Attachments: 
 
Attachment A: Downtown Planned Growth Area Boundary and Downtown Core Area Boundary 
Attachment B: Council Memorandum on Cost of Residential Development from City Council 
Study Session October 26, 2023 
Attachment C: Cost of Development by Century | Urban 
 

mailto:blage.zelalich@sanjoseca.gov
mailto:joe.sordi@sanjoseca.gov


Attachment A: Downtown Planned Growth Area Boundary and Downtown Core Area Boundary 



Attachment B






























































































































	OEDCA-Downtown HighRise with JM Edits
	Att A
	Att B
	Att C



