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June 11, 2025

The Honorable Gavin Newsom
Governor, State of California
1021 O Street, Suite 2000
Sacramento, CA 95814

Dear Governor Newsom:

On behalf of the Bay Area Council, its Executive Committee, and the hundreds of
employers we represent across the Bay Area, | want to extend our sincere thanks for
your leadership through this year's challenging budget process. We are especially
grateful for the May Revision’s positive movement on proposed cuts to the University of
California and expressed support for key provisions of SB 607 (Wiener) and AB 609
(Wicks). The May Revision reduced UC's cut from 7.95 percent to 3.0 percent, a
change that helps UC avoid the most immediate and severe impacts to students and
programs. However, a $130 million cut will still be challenging to absorb and will have
long term impacts on campuses and communities, especially given the mandatory
core operating cost growth and federal funding threat. We were encouraged to see
the Assembly and Senate’s proposed budget framework avoiding these cuts and
respectfully urge your support as welll

In concert, we believe the noted priorities above and below are critical to
safeguarding California’s long-term economic competitiveness, equity, and
environmental progress.

I.  SB 607 and Housing
SB 607's provisions empowering negative declarations and mitigated negative
declarations are probably the bill's most significant proposal. In the eyes of the Bay Area
Councill, it is one of the most significant housing bill components of any bill this year. SB
607 empowers NDs/MNDs by changing the evidentiary standard for attacking them
from "fair argument" to "substantial evidence." Under current law's fair argument
standard, nearly any argument, irrespective of empirical strength, is enough to overturn
an MND or ND and push the project into an EIR, meaning that all land use attorneys
counsel their clients to do EIRs in the first place.

However, NDs and MNDs are much shorter and easier to prepare, and they should be
used for projects that can provide substantial evidence the project will not have an
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effect on the environment, which is the requirement to use an ND. Current law requires
EIRs be done on every project where there is the possibility of controversy, but these
documents can be thousands of pages long, even for infill housing projects. If we are
going to see these types of projects move forward within the CEQA process, we should
afford their NDs and MNDs the same protections EIRs enjoy - the same standard of
evidence for attacking the document. The alternative is to exempt these projects from
CEQA and not use the CEQA process to study theirimpacts at all, or, worse, to simply
maintain the status quo where projects with no environmental impact are needlessly
expensive to deliver because the evidentiary standard for NDs and MNDs is so easy to
abuse.

The Bay Area Council also supports the Governor's proposal to use infill housing as
Vehicle Miles Traveled (VMT) mitigation. According to the UC Berkeley Terner Center,
some research finds infill housing is the most powerful policy lever we have to pull for
reducing emissions. Using infill housing as a VMT mitigation for other projects not only
helps those projects offset environmental impact - it accomplishes the important co-
benefit of also reducing the burden of California's housing crisis.

Lastly, we also write to reiterate our support for the Administration's reorganization plan
for a new Housing Agency and hope this proposal emerges from budget negotiations.

Il.  Restoring Transit Capital Funding to Maintain and Grow Public Transit
The May Revision proposes to eliminate several existing Cap and Trade commitments
for public transit which would have severe implications on the future of transit in the
state. We urge the restoration of all remaining SB 125 commitments to avert major
transit service cuts, GGRF commitments for competitive TIRCP augments, and
continuous appropriations for TIRCP. Eliminating these crucial transit capital funding
sources jeopardizes billions of dollars of federal funding and puts thousands of jobs at
risk. The five capital projects in the Bay Area that have received TIRCP funds are
expected to leverage $10 billion in federal funds and create 250,000 jobs across 40
states. Without restoring this funding, California may forgo billions in federal matching
funds—sacrificing shovel-ready projects that can generate jobs, reduce emissions, and
improve mobility across the state. We urge the Legislature and Administration to
prioritize restoring these transit capital funding sources to stabilize and grow our public
transit system going forward.

lll. Provide Dedicated Transit Operations Gap Funding
Transit agencies across the Bay Area—particularly BART and Muni—continue to face
acute shortfalls that threaten to unravel core service. While ridership is steadily returning,
a structural operating gap remains. Absent state action, agencies will be forced to
make deep service cuts that undermine economic recovery, job access, climate goals,
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and upcoming international events like the 2026 Super Bowl and 2028 Olympics. We
want to express our strong support for the Legislature’s proposed emergency loans of
up to $750 million to Bay Area fransit agencies as they work through fiscal challenges
until local revenues stabilize.

IV.  Funding Proposition 36
Public safety is foundational to revitalizing our downtowns and restoring economic
vibrancy. As you are likely aware, it has also been a major priority for the Bay Area
Council in recent years. Without full and coordinated funding across enforcement,
courts, and service providers, the promise of Prop 36 will go unfulfilled. We urge the
Administration and Legislature to provide the resources needed to uphold the will of the
voters and make this critical public safety reform effective.

These items—along with continued attention to housing, climate resilience, and
workforce development—are essential to ensuring a balanced, forward-looking budget
that delivers for all Californians. We appreciate your partnership and your commitment
to prudent but bold investments, especially in this challenging budget cycle.

The Bay Area Council remains ready to collaborate in ensuring the 2025-26 State
Budget builds a stronger, more equitable future for our state.

Sincerely,

QJMWW

Jim Wunderman
President & CEO
Bay Area Council



