MANAGER’S BUDGET ADDENDUM #10

SAN JOSE Memorandum

CAPITAT. OF SITICON VATIEY

TO: HONORABLE MAYOR AND FROM: Planning Commission
CITY COUNCIL
SUBJECT: PLANNING COMMISSION DATE: May 12, 2026

RECOMMENDATION ON THE
2027-2031 PROPOSED
CAPITAL IMPROVEMENT PROGRAM

RECOMMENDATION

The Planning Commission recommends that the City Council adopt the 2026-2027
Proposed Mid-Biennial Capital Budget and 2027-2031 Capital Improvement Program
(CIP), and accept the comments provided by the Commission during the public hearing.

OUTCOME

Adoption of the 2026-2027 Proposed Mid-Biennial Capital Budget and 2027-2031 CIP
will provide funding for programs and investments that the City Council has established
as priorities. The CIP guides the planning, scheduling, and budgeting of capital
improvement projects over the next five years.

The Planning Commission’s comments are provided within this memorandum for City

Council’s reference.

BACKGROUND

The San José City Charter prescribes that the Planning Commission consider the City’s
Proposed CIP and submit its findings and recommendations to the City Council at least
ten days prior to the public hearing of the City Council. The CIP implements the goals
and policies of the Envision San José 2040 General Plan, and the determination of
General Plan consistency is an important criterion in the Commission’s review of the
document.

ANALYSIS

On May 6, 2026, the Planning Commission conducted its annual public hearing on the
City’s Proposed CIP. Staff presented the five-year spending plan overview and
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highlights of the key funding sources supporting the expenditures for the various capital
programs. The accompanying memorandum to the public hearing included a listing of
new projects over $1.0 million appearing in the CIP for the first time. The new projects
total approximately $46.4 million over the five-year period and represent 1.4% of the
2027-2031 CIP ($3.3 billion).

Planning Commission General Comments

Commissioner Cantrell inquired about why the City rebudgets capital project budgets.
Capital Budget Developer Manager Jennifer Tell stated that capital project rebudgeting
has been the accounting practice of the City for decades and that project budgets are
typically not reduced through the rebudget process due to the restricted nature of capital
funds.

Commissioner Oliverio submitted questions ahead of the meeting and the City
Manager’s Budget Office provided written responses that were shared with the
Commissioners. Ms. Tell provided a summary of the questions and responses:

1. How is CIP currently integrated with the operating budget and long-range
forecast?
Operating and maintenance costs for new facilities and infrastructure are
incorporated in the Five-Year Forecast and Revenue Projections for the General
Fund and Five-Year CIP as Committed Additions (future operating expenses for
capital projects approved by the City Council). Funding is set aside in a reserve
and liquidated as part of the Proposed Budget process to allocate to the
respective department for operating and maintaining the facility or infrastructure.

2. How far forward can you reliably model capital spending, funding sources,
and ongoing operating impacts today?
The Administration models capital spending, funding sources, and ongoing
operating impacts resulting from capital projects annually as part of the Five-Year
Forecast and Revenue Projections for the General Fund and Five-Year Capital
Improvement Program. These models currently extend to 2030-2031.

3. When city council asks "what if we delay, accelerate, or re-prioritize capital
projects,” how difficult is it to show council financial impact across years?
The impact on the Fund Balance of accelerating or deferring a capital project can
be shown quickly in a system-generated report at the Fund level. It is challenging
though to estimate what a delayed project will cost as labor and material costs
tend to be higher in the future but an escalation factor is typically applied.

4. How do you track and validate capital funding sources-bonds, grants,
restricted funds-across projects and over time?
Bond issuances, grants, and the recognition of other restricted funds are
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reconciled annually as part of the City Manager’s Annual Report process. The
funding sources are allocated by the amounts estimated to be recognized within
each fiscal year, and these estimates are trued up as part of the annual budget
process.

How clearly can you see the downstream operating costs created by
today's capital decisions?

The operating costs for all new and expanded capital projects with General Fund
operating impacts are modeled in detail up to five years before they come online
to capture operating costs.

When changes occur mid-cycle how confident updates are reflected across
budgets, forecasts and reports?

The capital budget database is updated to reflect City Council approved changes
to project budgets mid-cycle resulting from the Annual Report, Mid-Year Update,
Year-End Update, and City Council memo actions. These updates are cross-
referenced with the financial management system and the Appropriation
Ordinance and Funding Resolutions to ensure alignment.

How easy is it to explain capital plan changes years later-what
assumptions were made and why decisions changed?

The Detail Pages of the Biennial Capital Budget document Major Cost Changes
that result in a change of 10% or more of the total project budget. These changes
are documented for each 5-Year CIP to provide a record of capital project
changes.

If the capital plan had to support faster decisions with fewer surprises,
what would need to change?

Surprises that result in the need for fast decision-making are typically the result
of factors beyond the control of the City, such as economic conditions that impact
cost estimates and availability of materials, or changes in federal funding. The
Administration works to stay apprised of these factors that impact the capital plan
such that alternative plans can quickly be presented to decision makers as
conditions change.

Commissioner Cao inquired about why the presentation showed two different amounts
for the capital budget. Ms. Tell clarified that the $1.2 billion amount represents next

year's

budget less interfund transfers, and the $3.3 billion amount reflects the total for

the 5-year CIP. Commissioner Cao inquired about how accurate the City believes these
predictions are for the next 5 years. Ms. Tell stated that confidence in the model
depends on the type of funding source. Certain funding sources, such as tax revenues,
are subject to volatility due to economic conditions. Ms. Tell stated that the City
Manager’s Budget Office revisits the capital revenue forecast models each year.
Commission Cao also inquired where he could get more detailed information about the
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forecasts for the sources of funding, and Ms. Tell stated that the Capital Revenue
Forecast section of the Five-Year Forecast document on the Budget Office website
provides greater detail on each funding source and the assumptions used for the
forecast.

Commissioner Bickford inquired whether she could see both a budget forecast and last
year’s actual amounts because the Proposed Capital Budget document did not include
them. Ms. Tell clarified that actuals information is provided in the Adopted Biennial
Capital Budget published last year and the Mid-Biennial Capital Budget Update
published this year only provides the major changes to the 2026-2027 Capital Budget
adopted last year.

Commissioner Bhandal inquired if the City, after a project is complete, would go back
and reflect on whether the funds were well spent. Deputy Director Sal Kumar for Public
Works stated that once a project is complete, they do a post-project assessment to
discuss lessons learned for future improvements.

Planning Commission Comments on City Service Areas

The Planning Commission considered various City Service Areas (CSAs) and Capital
Programs of the CIP. The Planning Commission’s major discussions with respect to
these CSAs are identified below. There were no public comments during the hearing for
this item.

Neighborhood Services CSA
The Commission did not comment or ask questions on this section of the Proposed CIP.

Environmental and Utility Services CSA

Commissioner Casey inquired whether a development project that was recently
approved in Willow Glen, where there were resident comments on the adequacy of the
sewer line, was encompassed in the capital project. Principal Engineer Norman
Mascarinas from Public Works Department stated that any pipe over eight inches would
undergo a condition assessment and model updates, including the area where the
proposed projects were located.

Commissioner Casey also inquired whether the budget covers the entire Water
Pollution Control Plant or only the portion the City of San José was obligated to fund.
Mariana Chavez-Vasquez, the Regional Wastewater Facility General Manager, stated
that the full amount is included in the budget document and allocations for each agency
will be based on the flow to the facility, with about 60% of the flow coming from San
José. The allocation for San José will be based on that 60% portion of the facility’s
overall budget. As a follow-up, Commissioner Casey asked why there has been an
increase in the Plant's budget in 2030-2031. Ms. Chavez-Vasquez stated it was in
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response to legislative changes and permit requirements that go into effect in 2034 that
would require facility construction to increase to the process capabilities, and this
budget reflects the first phase of the required upgrades.

Transportation and Aviation Services CSA

Commissioner Casey said it made sense to defer the Airport’s short-term parking
garage and asked if there were any other deferral projects, and whether the Airport was
expecting additional funding in the future or should they be saving more in a rainy-day
fund. Acting Deputy Director of Airport Planning & Development Patrick Hansen stated
that based on current passenger traffic levels, the Airport is holding off on major
projects, including the Short-Term Parking Garage in Lot 4 and the Terminal C
expansion project, and that the Airport is actively looking for new revenue sources that
are not directly tied to passenger traffic levels.

Commissioner Cantrell inquired about the Speed Safety System Pilot Program and if it
is the same as the Speed Camera Program, and he had thought that project had been
cut. Division Manager Lam Cruz for the Department of Transportation (DOT) confirmed
that the Speed Safety System Pilot is tied to the Speed Camera Program and clarified
that the cut might be referring to the federal grant that the City was awarded but did not
receive, and the program would proceed without the federal funding.

Commissioner Bhandal inquired whether the $800 million being spent on transportation
includes more than just improvements to roads for cars, and whether they ever assess
the success of the improvements after completion. Director of Transportation John
Ristow for DOT stated that when designing roads, they are making the road for
everyone, including bicyclists and pedestrians. For example, for street improvements in
Hillside, they conducted studies on speeding, crashes, and bicycle use before and after
the project, and found that after the project, car traffic volume remained the same, but
crashes were down and bicycle ridership was up. Commissioner Cantrell inquired
whether other bike improvements, such as those in downtown, included federal grant
funding. Mr. Ristow confirmed those were substantial improvements that included
federal funding.

Community and Economic Development CSA
The Commission did not comment or ask questions on this section of the Proposed CIP.

Public Safety CSA
The Commission did not comment or ask questions on this section of the Proposed CIP

Strategic Support CSA
The Commission did not comment or ask questions on this section of the Proposed CIP.
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CONCLUSION

Based on information contained in the 2026-2027 Proposed Mid-Biennial Capital
Budget and the 2027-2031 CIP and discussion at the study session, the Planning
Commission found the proposed five-year CIP to be consistent with the Envision San
José 2040 General Plan as follows:

1. The Proposed CIP focuses on infrastructure and investment to increase the
capacity for economic development in the City;

2. The Proposed CIP focuses on investment and strategic support for the City
Service Area, specifically the rehabilitation of a variety of City-owned municipal
buildings and cultural facilities;

3. The Proposed CIP focuses on investments for pavement rehabilitation, complete
streets, green infrastructure initiatives, and improvements along transit corridors;

4. The Proposed CIP focuses on investments for pedestrian and multi-modal
improvements such as trails, parks, and bicycle paths; and

5. The Proposed CIP focuses on investments for maintaining a world-class airport.

By a vote of 8-0-3 (Rosario, Nguyen, and Young absent), the Planning Commission

recommends that the City Council adopt the 2026-2027 Proposed Mid-Biennial Capital
Budget and the 2027-2031 CIP.

COORDINATION

This memorandum was coordinated with the Airport Department, City Attorney’s Office,
City Manager’s Budget Office, Environmental Services Department, Public Works
Department and the Transportation Department.

Is/
CHRISTOPHER BURTON
Secretary, Planning Commission

For questions, please contact John Tu, Planning Division Manager, Planning, Building,
and Code Enforcement Department, at (408) 535-6818
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