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June 18, 2026

The Honorable Gavin Newsom, Governor
State of California

1021 O Street, Suite 9000

Sacramento, CA 95814

The Honorable Monique Limon, President pro Tempore
California State Senate

1021 O Street, Suite 8518

Sacramento, CA 95814

The Honorable Robert Rivas, Speaker
California State Assembly

1021 O Street, Suite 8330
Sacramento, CA 95814

RE: Priorities for Three-Party Budget Negotiations
Governor Newsom, pro Tem Limén, Speaker Rivas:

On behalf of the California Transit Association, | write to you today to restate our members’ budget
priorities, as negotiations progress on the Fiscal Year (FY) 2026-27 budget. The Association represents
more than 220 member organizations nationwide, including 85 transit and rail agencies in California
that provide service to urban, suburban, and rural communities and that operate a variety of public
transportation modes.

This letter follows our letter responding to the Governor’s proposed FY 2026-27 budget, dated February
9, 2026, and our coalition letter responding to the California Air Resources Board’s adoption of
amendment to the Cap-and-Invest Program, which will reduce Greenhouse Gas Reduction Fund
(GGRF) revenues by $2 billion annually. Our coalition letter, which calls on the state to honor its
ongoing funding commitments to Tier 3 GGRF programs, was co-signed by 60 organizations
representing affordable housing, local government, transportation / transit, environmental, and labor
interests from across the state.

The priorities outlined in this letter focus on ensuring the state fulfills the commitments it made to
affordable housing, public transportation, and AB 617 communities in the reauthorization of the Cap-
and-Invest Program and its commitments to transit and rail agencies made in the last three budget
cycles, as you work to reach a “three-party” budget agreement. Additionally, the priorities expressed in
this letter support continued progress toward the state’s zero-emission transition goals amidst the loss
of key state incentives and new federal challenges.

Said differently, recognizing the state’s uncertain fiscal future, the Association is advocating
this year for the preservation of critical funding and the institution of policies to advance the
state’s goals for our industry.
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Honor State’s Ongoing Funding Commitments to Tier 3 Programs

In 2025, the Association and its Climate Safe Infrastructure Coalition supported the efforts of the
Newsom Administration and Legislature to extend the Cap-and-Trade program beyond 2030. We
supported the proposed early action on the extension, as we understood the importance of the program
to meeting California’s long-term climate and air quality goals and believed state officials’ public
statements that such action was immediately necessary to stabilize the market and continue the state’s
investment from the GGREF in key climate programs. As the effort gained traction in the companion
measures of AB 1207 (Irwin) [Chapter 117, Statutes of 2025] and SB 840 (Limon) [Chapter 121,
Statutes of 2025], we were pleased to see that the enacted legislation, consistent with our objectives,
extended the program through 2045, renamed the program the “Cap-and-Invest” program, and
maintained continuous appropriations from the GGRF for the AHSC, TIRCP, and LCTOP while also
committing — for the first time — ongoing funding for air quality initiatives in AB 617 communities.

Our enthusiasm for the reauthorization and maintenance of these continuous appropriations was,
unfortunately, short-lived.

Less than one year later, CARB released, and later adopted, amendments to implement AB 1207 that,
in our view, violated legislative intent and invalidated the funding agreement reached between the
Administration and Legislature in SB 840 (Limon). The amendments, as you know, increased
allowances for polluting industries by nearly $2 billion annually to address “industry leakage” and
“affordability” and reduced GGRF revenue by a commensurate amount annually, zeroing the hard-
fought funding that was deliberately committed to the AHSCP, TIRCP, LCTOP, and AB 617. This funding
has been a centerpiece of the state’s climate strategy since 2015 and its maintenance was, in our view,
essential to the reauthorization of the Cap-and-Invest program. This funding supports the buildout of
affordable transit-oriented housing and major transit projects, deployment of zero-emission vehicles,
transit service, fare free and discounted transit passes, and community air quality initiatives.

What’s more, implemented projects directly address the affordability crisis faced by Californians by
expanding access to affordable housing and transit options; supporting good paying, life-sustaining
jobs; and creating travel time savings that buys Californians more time with family and friends.

Reducing this funding will jeopardize the state’s ability to meet its 2030 GHG reduction targets and
erode progress toward the state’s affordability and jobs goals. We appreciate that the two-party budget
agreement nods to these impacts by deferring action on the GGRF expenditure plan and adopting
placeholder language to revisit SB 840.

The Association and our coalition partners urge you to honor the state’s ongoing funding
commitments to the Tier 3 programs established by SB 840. Specifically, we urge you to
maintain the ongoing appropriation of $800 million for the AHSC, $400 million for the TIRCP,
$200 million for the LCTOP, and $250 million for the AB 617 program.

Appropriate Committed $230 million for the SB 125 Program’s ZETCP

In 2023, following months of advocacy by the Association, California’s transit agencies, regional
entities, labor organizations, and transit riders, you approved AB 102 (Ting) [Chapter 38, Statutes of
2023] and SB 125 (Skinner) [Chapter 54, Statutes of 2023], which together, established a $5.1 billion
multi-year transit funding package. The funding package (commonly referred to as the “SB 125
program”) directed previously approved transit capital funding and new General Fund spending to the
then-newly created formula-based TIRCP and ZETCP to maintain and increase critical transit service
and advance major transit and rail capital projects (when operational funding challenges did not exist).
The size and multi-year nature of the funding package reflected the state’s understanding that
dedicated funding could provide transit agencies with a runway to recover lost ridership, provide
industry supply chains with time to stabilize, and afford regions and transit agencies the opportunity to
scope, pursue, and secure long-term funding solutions.



In 2024 and 2025, due to the state’s fiscal challenges, California’s transit agencies faced budget
proposals to eliminate the state’s commitments to the SB 125 program. These transit agencies worked
with the Legislature, through the Association, to reject the proposals and advance planned
appropriations. To date $4.41 billion of the $5.1 billion funding package has been appropriated through
separate actions in the Budget Acts of 2023, 2024, and 2025. The remaining balance of funding for the
SB 125 ZETCP, totaling $690 million in Greenhouse Gas Reduction Fund revenue, is scheduled for
appropriation in the Budget Acts of 2026 and 2027. Unfortunately, neither the Governor’s May Revise
nor the two-party agreement includes the planned appropriation for FY 2026-27, totaling $230 million.

While we understand that the state faces continued fiscal challenges, we will continue to highlight — as
we did in 2024 and 2025 — that past appropriations to the SB 125 program have been essential to the
maintenance of transit service and ridership recovery and that future appropriations to the program are
critical to our industry’s ongoing recovery and efforts to secure long-term funding solutions. Today,
California’s transit agencies have largely reached their pre-pandemic ridership levels. Where ridership
recovery is slow or operational costs strain limited budgets, regions and transit agencies are readying
self-help measures to secure long-term funding. The failure to provide the remaining balance of funding
for the ZETCP, would result in service cuts and layoffs, threatening a fragile ridership recovery and
undermining the efforts of regions and transit agencies — from San Francisco to San Diego — to secure
long-term funding through self-help measures.

The Association urges the state to appropriate the planned $230 million in GGRF for the
formula-based ZETCP in FY 2026-27 and reaffirm the state’s commitment to appropriate $460
million in GGRF to the program in FY 2027-28.

Support ZEB Transition by Reinstituting the Partial Sales and Use Tax (SUT) Exemption and
Identifying New Incentive Funding

In 2018, the California Air Resources Board (CARB) adopted the Innovative Clean Transit (ICT)
regulation, which requires California transit agencies to convert their bus fleets to 100% zero-emission
technology by no later than 2040. To achieve this goal, the regulation instituted a phased zero-emission
bus (ZEB) purchase mandate, beginning in 2023, that requires transit agencies to purchase a fixed
percentage of ZEBs with each bus procurement.

While navigating major global events and their impacts on capital budgets, California transit agencies
have made significant progress toward the ICT regulation’s goals, reaching CARB’s ZEB deployment
milestone for 2027 in 2022. This progress was not inevitable and was only possible because of funding
and policy changes pursued and secured by the Association at the federal- and state-level, beginning in
2019.

Unfortunately, nearly all this funding, which has helped offset the significantly higher purchase costs of
ZEBs over the last 7 years, has been used or redirected. Regrettably, one of the state’s last remaining
tools for offsetting the significantly higher purchase costs of ZEBs — the partial SUT exemption —
expired on December 31, 2025 when its extension bill, SB 752 (Richardson), was held in the Senate
Appropriations Committee. The partial SUT exemption saved transit agencies between $48,000 and
$83,000 per ZEB.

The Association highlights that, in the absence of new or restored funding and/or statutory support to
address the higher purchase costs of ZEBs, transit agencies’ progress on ZEB deployments will slow,
undermining our hard-fought leadership position on the medium- and heavy-duty ZEV transition.

The Association encourages the Legislature to identify new funding to support HVIP and
reinstitute the partial sales and use tax exemption for zero-emission buses.

Extend COVID-19 Era Statutory Relief for Transit Agencies
In 2020, at the height of the COVID-19 pandemic, the Association worked with the state to identify and



enact a series of statutory relief measures to, among other things, temporarily eliminate
counterproductive financial penalties for non-compliance with various transit funding efficiency
measures.

Specifically, these statutory relief measures eliminated the financial penalties associated with current
law that require:

e Transit agencies to obtain specified fixed percentages of their operating budgets from
passenger fares (often called “farebox recovery ratio requirements”) in order to receive their full
share of the Transportation Development Act’s Local Transportation Fund (LTF) revenues.

e Transit agencies to hold operating cost per revenue vehicle hour constant year-over-year, as
adjusted for inflation, in order to apply their share of State Transit Assistance Program funds
fully toward operations.

Transit agencies that fail to meet this first requirement face financial penalties, which reduce the LTF
funding available to them for capital and operations. Transit agencies that fail to meet this second
requirement face financial penalties, which limit the funding from their total share that could be applied
to operations (i.e. these dollars may only be used for capital expenditures).

In 2022 and 2023, the Association sought extensions to these measures, which ultimately resulted in
this statutory relief being provided by the state through FY 2025-26.

As noted above, although transit agencies are continuing to recover from the pandemic, they are still
dealing with much higher operating costs and inconsistent ridership levels. Once financial penalties
resume in FY 2026-27, agencies may be unable to meet the required farebox recovery and efficiency
standards. This could trigger penalties that reduce their access to critical transit funding or limit how
that funding can be used.

The Association urges the state to extend these statutory relief measures through FY 2028-29.

As the state navigates another challenging budget cycle, we appreciate your continued partnership and
thoughtful engagement with the Association. By preserving critical funding commitments, establishing
long-term program stability, and advancing new policies to support California’s ZEV transition goals, the
state can ensure California transit and rail agencies are well-positioned to deliver safe, reliable, and
affordable mobility options to all Californians.

Please contact me at michael@caltransit.org or 916-446-4656 x1034, if you have any questions.

Sincerely,

s —

Michael Pimentel
Executive Director

Attachment 1: Tier 3 GGRF Coalition Letter (Update 6/12/26)

cc: The Honorable Eloise Gomez Reyes, Chair, Senate Budget Subcommittee No. 2
The Honorable Laura Richardson, Chair, Senate Budget Subcommittee No. 5
The Honorable Steve Bennett, Chair, Assembly Budget Subcommittee No. 4
Members and Consultants, Senate Budget and Fiscal Review Committee
Members and Consultants, Assembly Budget Committee
Joe Stephenshaw, Director, Department of Finance
Steven CIiff, Executive Officer, California Air Resources Board
Toks Omishakin, Secretary, California State Transportation Agency
Dina El-Tawansy, Director, California Department of Transportation


mailto:michael@caltransit.org

Attachment 1

o e Y Q <cr cron P i [Rebusoca

Association CALCOG Caurones assocAT 1 Fﬂn JnBs Partnership
————
ACEC
Avurican € ,nUN(,n.(;:; l;;;;:n FRING CoMPaxILs
-Wl Seamless HEOIIA 5 TITHTY
AMNMOVELR 22 TRANSFORM Disnes BN VDT
7 k
& HOUSNG  crrcurare J¥SPUR 2 clic s
FRTVERTS  caronws < HOUSING
\\ % En'ter rlse CALIFORNIA COALITION CALIFORNIA
p FOR RURAL HOUSING m YI M BY SCANPH m communlty
T "ABODE m % California Coalition K d ggﬁ;ﬁ;ﬁlf land F\I;%lﬁotrk
( u OM]HRQN}SR for Communit enne Safs
gbnglglg Housing Developrment FN H LT] Investment Y COMMISSIO Ny W CCEDA /rcd

O il
Communit self-Help Communny 7 1
iEconormcsy Housing w e CHIP a b’“o"‘!‘s‘?‘i . OS>

® (@) _(\' a iif  urrmoRISE

MERRITT EBHO
4O YEARS OF BUILDING COMMUNITY DEVQIOPmE”t Center
{5

CALIFORNIA COUNCIL &) A
dp‘ [R):;ﬁ}t:);hty OF THE BLIND S ggrﬁes P C L ﬁ

CABRILLO
ECONOMIC
JEVEL »

Callifornia x PARTNERSNP Planning and Conservation League

June 10, 2026 (June 12 Update)

The Honorable Gavin Newsom
Governor, State of California
1021 O Street, Suite 9000
Sacramento, CA 95814

The Honorable Monique Limén The Honorable Robert Rivas
Senate President Pro Tempore Speaker of the Assembly
1021 O Street, Suite 8518 1021 O Street, Suite 8330
Sacramento, CA 95814 Sacramento, CA 95814

RE: Honor SB 840 Commitments to AHSC, TIRCP, LCTOP, and AB 617
Governor Newsom, pro Tem Limén, and Speaker Rivas:

We, the undersigned organizations, write to you today, following the California Air Resources
Board’s vote to adopt the Proposed Amendments to the Regulation for the California Cap on
Greenhouse Gas Emissions and Market-Based Compliance Mechanisms, to urge you to honor
the state’s ongoing funding commitments to the Tier 3 programs established by SB 840
(Limon) [Chapter 121, Statutes of 2025].



Specifically, we voice our strong support for honoring the state’s commitments to the Affordable
Housing and Sustainable Communities Program (AHSC), Transit and Intercity Rail Capital
Program (TIRCP), Low Carbon Transit Operations Program (LCTOP), and AB 617, which were
reauthorized less than a year ago. As you know, the amendments will reduce GGRF revenues
by $2 billion and eliminate GGRF funding for all Tier 3 programs, including but not limited to,
the AHSC, TIRCP, LCTOP, and AB 617 communities. We urge you to maintain the ongoing
appropriation of $800 million for the AHSC, $400 million for the TIRCP, $200 million for
the LCTOP, and $250 million for AB 617.

In 2025, our organizations, representing affordable housing, local government, transportation /
transit, environmental, and labor interests from across the state, supported the efforts of the
Newsom Administration and Legislature to extend the Cap-and-Trade program beyond 2030.
We supported the proposed early action on the extension, as we understood the importance of
the program to meeting California’s long-term climate and air quality goals and believed state
officials’ public statements that such action was immediately necessary to stabilize the market
and continue the state’s investment from the GGREF in key climate programs. As the effort
gained traction in the companion measures of AB 1207 (Irwin) [Chapter 117, Statutes of 2025]
and SB 840 (Limon) [Chapter 121, Statutes of 2025], we supported the legislation and
defended the bills against attacks from stakeholders, including the industry sectors subject to
the program. We were pleased to see that the enacted legislation, consistent with our
objectives, extended the program through 2045, renamed the program the “Cap-and-Invest”
program, and maintained continuous appropriations from the GGRF for the AHSC, TIRCP, and
LCTOP while also committing — for the first time — ongoing funding for air quality initiatives in
AB 617 communities.

Our enthusiasm for the reauthorization and maintenance of these continuous appropriations
was, unfortunately, short-lived.

Less than one year later, CARB released, and later adopted, amendments to implement AB
1207 that, in our view, violated legislative intent and invalidated the funding agreement
reached between the Administration and Legislature in SB 840 (Limon). The amendments, as
you know, increased allowances for polluting industries by nearly $2 billion annually to address
“‘industry leakage” and “affordability” and reduced GGRF revenue by a commensurate amount
annually, zeroing the hard-fought funding that was deliberately committed to the AHSC, TIRCP,
and LCTOP. This funding has been a centerpiece of the state’s climate strategy since 2015
and its maintenance was, in our view, essential to the reauthorization of the Cap-and-Invest
program. This funding supports the buildout of affordable transit-oriented housing and major
transit projects, deployment of zero-emission vehicles, transit service, fare free and discounted
transit passes, and community air quality initiatives.

Over the last decade, as identified by CARB, implemented projects funded by these programs
have delivered the following GHG emission reductions and benefits.



e AHSC:
o 6,632,693 MTCO2e GHG emissions reduced
o $4.85 billion invested, with $4.0 billion benefitting priority populations
o 22,877 units of affordable housing funded

e TIRCP:
o 23,369,888 MTCO2e GHG emissions reduced
o $2.74 billion invested, with $1.58 billion benefitting priority populations
o 263 transit projects implemented

e LCTOP:
o 7,446,600 MTCO2e GHG emissions reduced
o $1.23 billion invested, with $1.14 billion benefitting priority populations
o 1,123 projects and services implemented

e ABG617:
o 282,500 MTCO2e
o $527 million invested, with $442.68 million benefitting priority populations
o 9,004 projects implemented

What’s more, implemented projects directly address the affordability crisis faced by
Californians by expanding access to affordable housing and transit options; supporting good
paying, life-sustaining jobs; and creating travel time savings that buys Californians more time
with family and friends.

We estimate that, due to the adoption of the amendments, the constituencies we represent
and/or serve will lose up to $1.65 billion in GGRF annually. Given the GHG reductions from
these programs outlined above, reducing this funding will jeopardize the state’s ability to meet
its 2030 GHG reduction targets. We, therefore, urge you to work with our organizations to
develop and implement a plan to honor the state’s ongoing funding commitments to the
AHSC, TIRCP, LCTOP, and AB 617. Such action is necessary to ensure that, despite CARB’s
action, the state can continue to deliver more affordable housing units, more accessible and
affordable public transit, and better air quality for our vulnerable communities.

We look forward to engaging with you in the weeks ahead to protect this critical funding.

Sincerely,
Michael Pimentel Chione Flegal
Executive Director Executive Director

California Transit Association Housing California



Wesley Reutimann
Deputy Director
Active SGV

Holly Benson
President and CEO
Adobe Communities

Vivian Wan, MSW
Chief Executive Officer
Adobe Housing Development

Shane Gusman
Legislative Advocate
Amalgamated Transit Union

Tyler Munzing

Executive Director

American Council of Civil Engineers —
California

Heng Lam Foong and Kyle Tsukahira
Co-Director

Asian Pacific Islander Forward
Movement

Victoria J. Brady

Chief Executive Officer

Cabrillo Economic Development
Corporation

Joshua Arce
Executive Director
California Alliance for Jobs

Jacklyn Cuddy

Executive Director

California Association for Coordinated
Transportation

Bill Higgins

Executive Director

California Association of Councils of
Governments

Silvia Solis Shaw
Executive Director
California Cities Transportation Initiative

Nate Schaffran

Executive Director

California Coalition for Community
Investment

Alicia Sebastian
Executive Director
California Coalition for Rural Housing

Bob Zdenek

Interim Executive Director
California Community Economic
Development Association

Maddie Ribble

Co-Director for Policy

California Community Land Trust
Network

Guillermo Robles
President
California Council of the Blind

Ray Pearl
Executive Director
California Housing Consortium

Andrew Dawson
Senior Manager of Policy Advocacy
California Housing Partnership

James A. Thuerwachter
Legislative Advocate
California State Council of Laborers

Nolan Gray
Senior Director of Legislation and Research
California YIMBY

Gabriella Ruiz

Policy Manager

Chinatown Community Development
Center

Colin Parent
CEO and General Counsel
Circulate Planning and Policy



Tara Barauskas, LEED AP
Executive Director
Community Corporation of Santa Monica

Elissa Dennis
Executive Director
Community Economics, Inc.

Sean Spear
President & CEO
Community HousingWorks

Seana O’Shaughnessy

President / CEO

Community Housing Improvement
Program

Eric Harris

Associate Executive Director of External
Affairs

Disability Rights California

Laura Hall
President & CEO
EAH Housing

Jeff Levin
Senior Director of Policy
East Bay Housing Organizations

Heather Hood
VP and Market Lead, Northern California
Enterprise Community Partners

Jimar Wilson
VP and Market Leader, Southern California
Enterprise Community Partners

Cristian Ahumada
Executive Director and CEO
Holos Communities

Alexander Russell, M.B.A.
Chief Executive Officer
Homes & Hope

Robert Estrada

National President

Inlandboatmen’s Union of the Pacific
Marine Division ILWU

Cesar Covarrubius
Executive Director
Kennedy Commission

lan Gabriel
Director of Collective Impact
Lift to Rise

Kenny Rodgers
Deputy Market Director, Coachella Valley
Low-Income Investment Fund

Captain Sly Hunter
Regional Representative
Masters, Mates & Pilots
AFL-CIO

Ariel Beliak
President & CEO
Merritt Community Capital Corporation

Renner Johnston
President / Partner
Mogavero Architects

Eli Lipmen
Executive Director
Move California

Eli Lipmen
Executive Director
Move LA

Craig Adelman
CEO
Mutual Housing California

Alex Visotzky
Senior Policy Fellow, California
National Alliance to End Homelessness



J.T. Harechmak

Policy Director

Non-Profit Housing Association of
Northern California

Kenneth Triguiero
CEO & President
People’s Self-Help Housing

Matthew Baker
Policy Director
Planning & Conservation League

Jon Switalski
Executive Director
Rebuild SoCal Partnership

Courtney Pal
Policy Manager
Resources for Community Development

Jonathan Matz
California Senior Policy Manager
Safe Routes to School Partnership

Adina Levin
Executive Director
Seamless Bay Area

Keith Dunn
Executive Director
Self-Help Counties Coalition

cc: Members and Staff, California State Legislature
Members, California Air Resources Board

Louie Costa
Safety and Legislative Director
SMART - Transportation Division

Jackson Loop

Policy Director

Southern California Association of Non-
Profit Housing

Laura Tolkoff
Transportation Policy Director
SPUR

Marc T. Vukcevich
Director of State Policy
Streets for All

Shane Gusman
Legislative Director
Teamsters

Carter Lavin
Co-Founder
Transbay Coalition

Zack Deutsch-Gross
Executive Director
Transform

Stuart Waldman
President
Valley Industry & Commerce Association

Jamie Callahan, Deputy Chief of Staff, Office of Governor Gavin Newsom

Trey Reffett, Deputy Cabinet Secretary, Office of Governor Gavin Newsom

Sarah Swig, Deputy Cabinet Secretary and Senior Advisor, Office of Governor Gavin Newsom
Steve CIiff, Executive Officer, California Air Resources Board

Rajinder Sahota, Deputy Executive Officer, California Air Resources Board

Toks Omishakin, Secretary, California State Transportation Agency

Erin Curtis, Executive Director, Strategic Growth Council
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