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RECOMMENDATION 

 
A. Approve the following adjustments to the 2026-2027 Proposed Mid-Biennial 

Capital Budget in the Construction Excise Tax Fund: 
 

(1) Increase the Safety – Pedestrian Improvements budget to the 
Transportation Department by $500,000; and 

(2) Decrease the Transportation Grants Reserve by $500,000. 
 

B. Approve the following adjustments to the 2026-2027 Proposed Mid-Biennial 
Capital Budget in the Building and Structure Construction Tax Fund: 
 

(1) Decrease the Safety – Pedestrian Improvements budget to the 
Transportation Department by $500,000; and 

(2) Increase the Transportation Grants Reserve by $500,000. 
 

 
BACKGROUND 
 
This Manager’s Budget Addendum (MBA) recommends shifting the funding for the 
Pedestrian Safety Improvement project within the Traffic Capital Program to allow 
greater flexibility to support small-scale neighborhood traffic calming projects on 
neighborhood streets.    
 
Transportation projects are funded in the City’s Traffic Capital Program, where local 
funding from the Building and Structure Construction (B&S) Tax and Construction 
Excise Tax leverages regional, State, and federal grant sources. Both B&S and 
Construction Excise Taxes are generated from private development activity.  In 
accordance with the Municipal Code 4.46.090, B&S Taxes must be used for the 
acquisition of lands and interests in land, and the construction, reconstruction, 
replacement, widening, modification and alteration of existing and proposed city streets 
classified as arterials and major collectors. In accordance Municipal Code 4.47.010, 
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taxes collected from the Commercial-Residential-Mobilehome Park (CRMP) Building 
Tax Ordinance – also referred to as the Construction Excise Tax – are available for any 
governmental purpose, but the City Council has prioritized these key revenues to 
support the Traffic Capital Program.   
 
The 2025-2027 Adopted Biennial Capital Budget and 2026-2030 Capital Improvement 
Program (CIP) highlighted significant safety improvement projects over that five-year 
CIP totaling $211 million1. While the bulk of this work is related to larger projects, 
oftentimes on San José’s busiest streets that pose the greatest safety risk, $2.0 million 
is allocated annually within the Safety – Pedestrian Improvements project to focus on 
smaller-scale improvements on local collector or neighborhood streets.  Each City 
Council District is allocated $200,000 to implement projects best suited to their 
neighborhood needs.  Informed by State and federal guidelines to improve safety and 
mobility at intersections for pedestrians and bicyclists, typical projects include 
crosswalks enhanced with flashing beacons, high visibility pavement markings, median 
refuges, curb return treatments, speed radar display signs, and other minor street safety 
improvements.     
 
The Safety – Pedestrian Improvements project was first established in the 2012-2013 
CIP at $900,000 annually, fully funded by the B&S Tax Fund. The annual project budget 
has since increased to $2.0 million annually and the funding source is shared between 
the B&S Tax Fund and the Construction Excise Tax Fund. Between the 2023-2027 CIP 
and the 2025-2029 CIP, the Construction Excise Tax Fund comprised approximately 
27% of the ongoing project budget, and was 25% in the 2026-2030 CIP.  In the 2026-
2027 Proposed Mid-Biennial Capital Budget and 2027-2031 CIP, the total project 
budget of $2.0 million consists of $1.5 million from the B&S Tax Fund and $500,000 
from the Construction Excise Tax Fund.   
 
 
ANALYSIS 
 
As part of the 2026-2027 City Manager’s Budget Request and 2027-2031 Five-Year 
Forecast and Revenue Projections document released on March 3, 2026, revenue 
projections for the Traffic CIP were meaningfully increased. Based on the construction 
activity forecasts supplied by the Planning, Building and Code Enforcement Department 
and an analysis of actual collection patterns, the five-year projection for the 2027-2031 
B&S Tax collections totaled $115.0 million, or $12.0 million more than the estimate 
included in the 2026-2030 Adopted CIP, and Construction Excise Tax collections were 
projected to total $102.0 million over the five-year forecast period, a $16.0 million 
increase2. 

 
1 2025-2027 Adopted Biennial Capital Budget and Capital Improvement Program, page 859: 
https://www.sanjoseca.gov/home/showpublisheddocument/125753/638974384141400000 
2 2026-2027 City Manager’s Budget Request and 2027-2031 Five-Year Forecast and Revenue 
Projections, Capital Revenue Forecast: 
https://www.sanjoseca.gov/home/showpublisheddocument/128771/639081315785770000 

https://www.sanjoseca.gov/home/showpublisheddocument/125753/638974384141400000
https://www.sanjoseca.gov/home/showpublisheddocument/128771/639081315785770000
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This forecasted upswing in estimated development activity and tax revenues, 
significantly influenced by data center construction, helped to partially address the 
2026-2027 ongoing General Fund shortfall by increasing the transfer from the 
Construction Excise Tax Fund to the General Fund by $1.5 million in 2026-2026 and 
$1.0 million ongoing, and allowed for the restoration of some allocations within the 
Traffic Capital Program that were reduced in the 2026-2030 CIP, including the 
Transportation Grants Reserve that is critical to leveraging regional, State, and federal 
grant funding. Because 2026-2027 is the second year of the 2025-2027 Adopted 
Biennial Capital Budget, the Traffic CIP was not comprehensively evaluated for 
significant realignment as part of the 2026-2027 Proposed Mid-Biennial Capital Budget.   
 
However, given that a significant portion of the small-scale neighborhood traffic calming 
projects sought by the City Council and community would occur on neighborhood 
streets ineligible for B&S Tax funding, and the unexpected health of development tax 
revenues – especially within the Construction Excise Tax Fund – the Administration 
recommends a rebalancing of the Safety – Pedestrian Improvements project budget for 
2026-2027.  This MBA recommends increasing the Construction Excise Tax funding for 
the project from $500,000 to $1.0 million, and decreasing the B&S Tax Fund 
contribution from $1.5 million to $1.0 million, allowing for a 50/50 split between the two 
funds.   
 
The total project budget remains unchanged, but this action provides greater flexibility to 
the City Council and Transportation Department to implement traffic calming projects on 
neighborhood streets. This action is offset by corresponding changes to each fund’s 
Transportation Grants Reserve, ensuring that the funds remain available to leverage 
future larger-scale projects that can only move forward once grant funding is secured. 
The ongoing funding split for this project will be re-evaluated as part of the 2027-2029 
Proposed Biennial Capital Budget and 2028-2032 CIP.      
 
 
 
 
 /s/ 
JOHN RISTOW    JIM SHANNON 
Director, Transportation Department    Budget Director 
 
 
For questions, please contact Jim Shannon, Budget Director, 
Jim.Shannon@sanjoseca.gov. 
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