Metropolitan Transportation Commission and Association of Bay Area Governments

Community Advisory Council

October 2, 2026 Agenda Item 5b-26-1083

Update on State and Federal 2026 Legislative Sessions

Subject:
Overview of outcomes related to MTC-ABAG's 2026 Legislative Advocacy Program priorities.
Overview:

The 2026 state legislative session was shaped by affordability concerns, continued budget
constraints, and federal funding and policy uncertainty. MTC-ABAG’s advocacy focused on
securing a Bay Area transit loan to mitigate near-term service cuts at BART, SF Muni, AC
transit and Caltrain, advancing our co-sponsored sustainable communities strategy (SCS)
modernization bill, SB 1087 (Cabaldon), securing dedicated funding for the Bay Area Housing
Finance Authority (BAHFA), protecting transit and housing funding amid unexpected changes to
the state’s Cap-and-Invest program and supporting policies and programs to advance Plan Bay
Area 2050. The outcomes of several policy bills remain unknown at the time of this writing, as
the Governor has until September 30 to sign or veto bills. This memo highlights key legislative

outcomes in 2026.

SB 1087 (Cabaldon): Sustainable Communities Strategies Modernization

MTC-ABAG co-sponsored SB 1087 (Cabaldon) with our Big 4 metropolitan planning
organization (MPO) partners to modernize the SCS statute. The measure advanced multiple
statutory changes to achieve the agency’s three objectives and garnered support from more than
80 organizations, including housing advocates, environmental organizations, business
associations and county transportation agencies. As of the writing of this memo, the bill is on the

Governor’s desk for signature.

Transportation Funding

MTC’s highest transportation funding priority this legislative session was securing funding for
transit operations and capital programs. In January, Governor Newsom, the Department of
Finance (DOF) and MTC reached an agreement on a $590 million transit operating loan to avert
major service cuts at BART, SF Muni, AC Transit and Caltrain via the early action

transportation trailer bill Assembly Bill (AB) 117.
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Transit Funding from Cap-and-Invest

Cap-and-Invest funding was the other major focus of transportation budget advocacy. The Cap-
and-Invest expenditure plan was developed amidst a constrained funding environment, which
contributed to negotiations extending until late August. One factor contributing to the limited
funding availability was the California Air Resources Board’s (CARB) May 29, 2026, adoption
of amendments to the Cap-and-Invest program, which reduced projected Greenhouse Gas

Reduction Fund (GGRF) revenues beginning in 2027.

Despite this constrained funding environment, the final budget package included a $420 million
augment for SB 125 and Cap-and-Invest “Tier 3” programs, including the Affordable Housing
and Sustainable Communities Program (AHSC), Transit and Intercity Rail Capital Program
(TIRCP), and Low Carbon Transit Operations Program (LCTOP). Of this, $230 million was
directed for transit via SB 125, a top Bay Area priority. The Bay Area's share is dedicated by
MTC for BART Transbay Core Capacity and BART to Silicon Valley Phase 2.

Other Cap-and-Invest Funding

The final budget also included modest augments to AHSC and the AB 617 Community Air
Protection Fund, but not TIRCP or LCTOP, and forecasts a higher baseline for GGRF funding
compared to the adopted FY 2026-27 budget, reflecting stronger-than-expected auction proceeds

from the most recent Cap-and-Invest program auction.

BAHFA Funding

MTC-ABAG formed a coalition with the Los Angeles and San Diego regional housing finance
authorities to advocate for $32 million from the state’s General Fund for the three regional
housing funding agencies, with strong support from more than 90 organizations. The final budget
appropriated $17.25 million, with $6.75 million provided for BAHFA to support its new mixed-
income financing loan program, expand the Doorway Housing Portal and generally support

“large scale solutions” to the Bay Area’s housing challenges.

State Housing Bond

The MTC-ABAG-supported SB 417, the Veterans and Affordable Housing Bond Act placed an
$11.25 billion bond on the November 2026 ballot as Proposition 1 (also supported by MTC-
ABAG). If approved by voters, BAHFA will be eligible to administer a portion of a new $200
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million Community Anti-Displacement and Preservation Program. SB 1091 (Caballero),
currently on the Governor’s desk, provides further details for how the preservation program will

work. In addition, BAHFA may also be eligible to access the $200 million Local Housing Trust
Fund Matching Grant program.

Other Affordable Housing Funding

To fill the gap before bond funds may become available, the FY 2026-27 state budget
appropriated $500 million to the Low Income Housing Tax Credit program, $200 million to the
Multifamily Housing Program, and $100 million to a disaster rebuilding fund. The Homeless
Housing, Prevention and Assistance Program (HHAP) also received $900 million for grants to

local agencies.

MTC-ABAG Position Bills

MTC-ABAG took positions on 10 policy bills and sustained support for the two 2025 housing
bond bills. Of those 12 bills, six are on the Governor’s desk, one wassigned into law, one was
merged into another bill, and one was held in committee. The three bills we opposed died in
committees. In addition, MTC-ABAG provided technical assistance on more than a dozen bills,
including the early budget action on the Bay Area transit loan, and bills related to e-bikes, active

transportation, tolling, and Regional Housing Needs Allocation guidelines.

Federal Advocacy

MTC continued to advocate for inclusion of our surface transportation reauthorization priorities
in the next surface transportation bill, including sustaining the Bay Area's transportation formula
funds. MTC also secured introduction of the Accelerating Demonstration Approaches for
Protecting Transportation (ADAPT) Assets Act (H.R. 8653), sponsored by Congressman John
Garamendi and Congressman Mike Thompson, which would authorize up to $10 billion to fund
up to 10 nationally or regionally significant resilience demonstration projects.

The attached Legislative Scorecard provides more detail on these and other 2026 priorities.
Recommendation:

Information

Issues:
None identified.
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Attachments:

. Attachment A: MTC-ABAG Joint 2026 Advocacy Program
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