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Regarding:

Fiscal Year (FY) 202526 State Budget Update

Background

On June 24, 2025, Governor Newsom and legislative leaders announced an agreement on their
FY 2025-26 state budget package. In a highly unusual move, the agreement provided that the
budget could not take effect until the legislature approved a suite of California Environmental
Quality Act (CEQA) streamlining provisions to expedite housing and certain other infrastructure,
contained in Senate Bill (SB) 131, a budget trailer bill. On June 30 — just one day before the
deadline — the legislature passed SB 131 and the Governor promptly signed it.

Transit Provisions in the Budget

The budget agreement preserves $1.1 billion in discretionary Greenhouse Gas Reduction Fund
commitments to transit, protecting $288 million in Senate Bill 125-committed funding for Bay
Area transit operations and capital projects as well as funding for Bay Area Transit Intercity Rail
Capital Program Cycle 6 grant award recipients. It also includes the legislature’s proposal for a
$750 million emergency loan program to address near-term fiscal challenges facing Bay Area
transit agencies. The details of that loan program are expected to be negotiated in the coming
weeks and enacted through a subsequent budget trailer bill.

Affordable Housing Funding and REAP 2.0 Updates

The final budget agreement also includes approximately $900 million for affordable housing, a
hard-earned outcome given that the Governor’s initial proposal would not have provided any
new state dollars for affordable housing, $500 million for the state Low Income Housing Tax
Credit, $120 million for Multifamily Housing Program, and $300 million for California Dream
for All Program. As advocated for by MTC-ABAG and our statewide partners, the other major
housing budget trailer bill (Assembly Bill (AB) 130) includes provisions to extend the Regional
Early Action Planning Grant (REAP) 2.0 deadline. This extension ensures MTC can fully
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implement its REAP 2.0 initiatives as proposed, after last year’s state budget uncertainty, paired
with a lengthy state approval process, significantly delayed the program launch. Unfortunately,
despite a very strong and sustained advocacy effort, the final budget does not include the MTC-
ABAG-requested Bay Area Housing Finance Authority (BAHFA) earmark. Attachment A
provides a high-level summary of the two main housing budget trailer bills (AB 131 and SB
101).

Staff will continue to review and analyze the trailer bills and host a webinar about them in
August. As ABAG has done for the last several years, staff will also host a webinar later in the
fall on other significant changes made this session to state housing law.

for Andrew B. Fremier
Executive Director
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Overview of Fiscal Year (FY) 2025-26 Housing Budget Trailer Bills

On June 30, 2025, Governor Newsom signed into law two housing budget trailer bills, Assembly

Bill (AB) 130 and Senate Bill (SB) 131. Staff are reviewing the bills and analyzing impacts on
MTC-ABAG’s work. Key provisions are bulleted below.

SB 131 Key Provisions

Exempts a range of development projects from the California Environmental Quality Act
(CEQA), including facilities for childcare, advanced manufacturing, high-speed rail, and
certain local rezonings that implement an approved housing element.

For a proposed housing development that would otherwise be exempt from CEQA under
existing law but for a single condition, limits CEQA review to the effects caused solely
by that condition.

Excludes staff notes and other internal agency communications from the types of records
a public agency must include in a CEQA record of proceedings.

Appropriates $500 million to the Homeless Housing, Assistance and Prevention Program

in FY 26-27.

AB 130 contains 40+ changes to housing laws, including:

Extends the Regional Early Action Plan 2.0 expenditure deadline by six months, as
advocated for by MTC-ABAG and statewide partners.

Eliminates the ability of councils of governments to adopt a Regional Housing Needs
Allocation methodology that the California Department of Housing and Community
Development finds out of compliance with statutory factors.

Exempts from CEQA infill housing development, as defined, from CEQA, subject to
consultation with Native American tribes and payment of prevailing wages for 100
percent affordable developments and, for developments over 85 feet tall, use of a "skilled
and trained" workforce.

Pauses changes to state and local residential building codes for six years, with a few
exceptions, including changes related to home hardening and reducing water use.
Establishes a state-level SB 743 mitigation fund for transit-oriented development and

related infrastructure.
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