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August 17, 2026

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: Urgent Call to Protect Tier 3 Cap-and-Invest and Fulfill State’s Remaining
SB 125 Transit Funding Commitment

Dear Governor Newsom, Pro Tempore Limén, and Speaker Rivas

On behalf of the California Association of Councils of Governments (CALCOG), the
Southern California Association of Governments (SCAG), the Sacramento Area Council
of Governments (SACOG), the San Diego Association of Governments (SANDAG), and
the Metropolitan Transportation Commission and Association of Bay Area Governments
(MTC/ABAG), we write to urge protection of critical Tier 3 Cap and Invest investments in
the 2026 Budget Act and fulfillment of the State’s remaining SB 125 transit funding
commitment.

Revenue available in the Greenhouse Gas Reduction Fund (GGRF) for FY 2026-27 is
significantly lower this year than previously anticipated. In January, the Department of
Finance (DOF) estimated $3.77 billion in GGRF revenues in FY 2026-27, in addition to
$500 million in interest earned and $250 million in GGRF carryover. In July, DOF
revised their FY 2026-27 estimate to $2.7 billion. This downward revision accounted for
the early impacts of the California Air Resources Board (CARB) rulemaking as well as
recent auction results.

As a result, SB 125 and every Tier 3 program supported by continuous appropriation
now faces substantial cuts, including TIRCP, LCTOP, Affordable Housing, Sustainable
Communities and Agricultural Land Conservation, Community Air Protection, Healthy
and Resilient Forests, and the Safe and Affordable Drinking Water Program. These
reductions undermine the integrated and regional climate, housing, transportation, and
environmental outcomes the Legislature intended when reauthorizing Cap-and-Invest.

Why Ongoing Funding Matters to Regional Climate Goals

California’s climate and housing goals depend on regional governments that can plan,
coordinate, and support implementing our sustainable communities strategies, which
plan to reduce per capita greenhouse gas emissions and meet housing targets while
balancing affordability, mobility, safety and economic opportunity goals. Transit and
affordable housing are important strategies to achieve these objectives.
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TIRCP and LCTOP are important fund sources to support transit, and AHSC can fund
both affordable housing and support regions in sustainable communities strategies
implementation. The two Regional Early Action Programs (REAP 1.0 and REAP 2.0)
proved the value of sustained regional investment. The MPOs and COGs that receive
the funds used them to support Housing Element compliance, advanced infrastructure
readiness, and accelerated infill and transit-supportive projects that reduce vehicle miles
traveled and achieve the state’s greenhouse gas emission reduction goals.

Cuts to Tier 3 programs weaken regional governments’ ability to implement State policy,
delay project delivery, increase costs, and jeopardize progress toward California’s
climate, housing, and mobility goals. As a result, if the cuts to Tier 3 remain, the state
would have to adjust its goals to align with the lack of investment.

SB 125 Commitment

The State has appropriated $4.41 billion of the $5.1 billion SB 125 (2023) transit
package. The remaining $690 million—$230 million in FY 2026-27 and $460 million in
FY 2027-28—was committed to stabilize transit ridership recovery, support state climate
goals, and advance major capital projects. Omitting these appropriations now places
transit capital projects, zero-emission bus replacements, and transit recovery at
unnecessary risk, threatening jobs, climate goals, ridership gains, and federal funding
opportunities.

Our Request

To maintain progress toward California’s climate, housing, transportation, and
environmental goals, we respectfully request that the Administration and Legislature find
solutions to:

e Protect all Tier 3 continuous appropriations and preserve intended funding
levels through 2030.

e Appropriate the remaining SB 125 funds to uphold the State’s commitment to
transit.

We appreciate your leadership and look forward to working together to ensure these
statewide investments remain reliable, predictable, and aligned with California’s
long-term goals.

Sincerely,
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Executive Director, SCAG Executive Director, CALCOG Mario Orso

Chief Executive Officer,
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Andrew B. Fremier James Corless
Executive Director, MTC-ABAG Executive Director, SACOG



