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OFFICE OF THE DIRECTOR

May 11, 2017

Honorable Holly Mitchell, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Mark Ibele, Staff Director (2)
Honorable Phil Ting, Chair
Assembly Budget Committee

Attention: Mr. Christian Griffith, Chief Consultant (2)

Amendment to and Addition of Various Budget Bill ltems, Support, Various
Departments—Implementation of Cannabis Programs

Cannabis Control Appeals Panel—lt is requested that Item 1045-001-3288 be added in the
amount of $1,045,000 and 8 positions to support the operations of the Cannabis Control
Appeals Panel (see Attachment 1). The Appeals Panel will be responsible for reviewing all
appeals relating to cannabis licensing decisions, including license issuance, renewals,
probation, conditions, penalty assessments, cancelations, suspensions, or any other licensing
disciplinary actions.

Cannabis Related California Environmental Quality Act (CEQA) Activities—It is requested
that Item 1111-002-3288 be increased by $664,000 and 5 positions to review environmental
impact reports of applicants if no local discretionary CEQA action has been determined

(see Attachment 1).

Implementation of Cannabis Regulatory Program—It is requested that Item 3600-001-0200
be increased by $5,181,000 and 23.5 positions, Iltem 3600-001-3288 be added in the amount of
$10,544,000 and 39.5 positions, and Item 3600-101-3212 be increased by $1.5 million to
support the development of regulatory programs related to cannabis cultivation and to ensure
the protection of fish and wildlife (see Attachment 1). These resources will be utilized for
permitting activities related to the issuance of Lake and Streambed Agreements, consultation
with the State Water Resources Control Board to develop the conditions for small irrigated use
registrations, waste discharge requirements, regulations for cultivation licensing, and related law
enforcement actions.

Implementation of Cannabis Regulations—It is requested that Item 3930-001-3288 be added
in the amount of $1,267,000 to implement the cannabis regulations, including education and
outreach regarding pesticide use on cannabis (see Attachment 1). This request also includes
$1 million annually for two years beginning in fiscal year 2018-19 from the Cannabis Control
Fund for County Agricultural Commissioners to provide training, outreach, and education to
industry regarding the proper and safe use, handling, and disposal of pesticides at cultivation
sites.



Cannabis Cultivation Regulation Implementation—It is requested that Item 3940-001-0193
be increased by $6.3 million and 39 positions, ltem 3940-001-3058 be increased by $740,000
and 6 positions, and ltem 3940-001-3288 be added in the amount of $2,807,000 and

20 positions to address water quality impacts of cannabis cultivation and the effects of water
diversions and instream flows (see Attachment 1). These resources will allow the State Water
Resources Control Board to expand its water quality permitting program statewide, develop
interim and long-term instream flow policies, process water rights registrations, and enforce
cannabis-related water rights.

Implementation of the Adult Use of Marijuana Act of 2016—lt is requested that

Item 4265-001-3288 be increased by $9,279,000 and 50 positions to implement cannabis
manufacturer regulations, licensing, and information technology activities by the

January 1, 2018 statutory deadline.

It is also requested that provisional language be added to Item 4265-001-3288 for Public Health
to have the flexibility to increase resources by up to $2,261,000 and up to 20 additional staff,
subject to Department of Finance approval and not sooner than 30 days after written notification
to the Legislature (see Attachment 2). This will allow Public Health to respond to increased
licensure demand, should it materialize.

Implementation of the Adult Use of Cannabis—It is requested that ltem 8570-001-3288 be
increased by $3,877,000 and 10 positions. This request is comprised of $1.2 million for
information technology costs based on the latest project plans for licensing and track and trace
systems, $1.3 million for environmental impact report review resources if there is no local
discretionary CEQA action, $981,000 for the expansion of the statewide environmental impact
report needed to meet CEQA requirements under the Adult Use of Marijuana Act, and $350,000
to fund cooperative agreements with county Agricultural Commissioners to assist with the
development of a cannabis cultivation licensing inspection and enforcement framework.

General Fund Loan—It is requested that Item 1111-011-0001 be increased by $13,930,000 to
support additional regulatory costs.

The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Tiffany Garcia, Principal Program Budget Analyst, at (916) 445-8913.

MICHAEL COHEN
Director

By:

/sl Amy M. Costa

AMY M. COSTA
Chief Deputy Director
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cc: On following page
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Honorable Ricardo Lara, Chair, Senate Appropriations Committee
Attention: Mr. Mark McKenzie, Staff Director

Honorable Jim Nielsen, Vice Chair, Senate Budget and Fiscal Review Committee
Attention: Mr. Kirk Feely, Budget Fiscal Director

Honorable Lorena Gonzalez, Chair, Assembly Appropriations Committee
Attention: Mr. Pedro R. Reyes, Chief Consultant

Honorable Jay Obernolte, Vice Chair, Assembly Budget Committee
Attention: Ms. Cyndi Hillery, Staff Director

Honorable Bob Wieckowski, Chair, Senate Budget and Fiscal Review Subcommittee No. 2

Honorable Richard Bloom, Chair, Assembly Budget Subcommittee No. 3

Honorable Richard Pan, Chair, Senate Budget and Fiscal Review Subcommittee No. 3

Honorable Joaquin Arambula, Chair, Assembly Budget Subcommittee No. 1

Honorable Richard Roth, Chair, Senate Budget and Fiscal Review Subcommittee No. 4

Honorable Jim Cooper, Chair, Assembly Budget Subcommittee No. 4

Mr. Mac Taylor, Legislative Analyst (4)

Mr. Craig Cornett, Senate President pro Tempore’s Office (2)

Mr. Christopher W. Woods, Assembly Speaker’s Office (2)

Mr. Seren Taylor, Director of Strategic Policy, Assembly Republican Leader's Office

Mr. Jim Richardson, Policy and Fiscal Director, Assembly Republican Leader's Office

Ms. Alexis Podesta, Secretary, Business, Consumer Services and Housing Agency

Ms. Tina Daley, Deputy Secretary of Fiscal Policy and Administration, Business, Consumer
Services and Housing Agency

Mr. Dean Grafilo, Director, Department of Consumer Affairs

Ms. Lori Ajax, Chief, Bureau of Cannabis Control

Ms. Tonya Corcoran, Deputy Director, Office of Administrative Services, Department of Consumer
Affairs

Ms. Janice Shintaku-Enkoji, Fiscal Officer, Department of Consumer Affairs

Mr. Taylor Schick, Budget Officer, Department of Consumer Affairs

Mr. Michael Wilkening, Undersecretary, Health and Human Services Agency

Ms. Michelle Baass, Deputy Secretary, Health and Human Services Agency

Ms. Janne Olson-Morgan, Assistant Secretary, Health and Human Services Agency

Ms. Samantha Lui, Assistant Secretary, Health and Human Services Agency

Dr. Karen Smith, Director and State Public Health Officer, California Department of Public Health

Ms. Claudia Crist, Chief Deputy Director of Policy and Programs, California Department of Public
Health

Mr. Brandon Nunes, Chief Deputy Director of Operations, California Department of Public Health

Honorable Karen Ross, Secretary, Department of Food and Agriculture

Mr. Jim Houston, Undersecretary, Department of Food and Agriculture

Mr. Kevin Masuhara, Deputy Secretary of Administration and Finance, Department of Food and

Agriculture

Ms. Kari Morrow, Director of Administrative Services, Department of Food and Agriculture

Ms. Jody Lusby, Assistant Director of Administrative Services, Department of Food and Agriculture

Mr. Nathan Johnson, Budget Officer, Department of Food and Agriculture

Dr. Mark Starr, Deputy Director, Center for Environmental Health, California Department of Public
Health

Ms. Miren Klein, Assistant Deputy Director, Center for Environmental Health, California
Department of Public Health

Mr. Alan Lum, Deputy Director, Administration Division, California Department of Public Health

Mr. Eric Jarvis, Assistant Secretary, Fiscal and Administrative Programs, California Environmental
Protection Agency



s

Mr. Brian Leahy, Director, Department of Pesticide Regulation

Ms. Anise Severns, Assistant Director, Administrative Services Division, Department of Pesticide

Regulation

Mr. Lu Saephanh, Branch Chief, Fiscal Services and Business Operations Branch, Department of

Pesticide Regulation

Ms. Leslie Ford, Budget Officer, Department of Pesticide Regulation

Mr. Patrick Kemp, Assistant Secretary for Administration and Finance, Natural Resources Agency

Mr. Bryan Cash, Deputy Assistant Secretary, Natural Resources Agency

Mr. Gabe Tiffany, Deputy Director, Administration Division, Department of Fish and Wildlife

Mr. Dan Reagan, Assistant Deputy Director, Administration Division, Department of Fish and
Wildlife

Mr. Tim Kahn, Budget Officer, Department of Fish and Wildlife

Mr. Eric Jarvis, Assistant Secretary, Environmental Protection Agency

Mr. Tom Howard, Executive Director, State Water Resources Control Board

Ms. Sue Montoya, Budget Officer, State Water Resources Control Board



Attachment 1

1045-001-3288—For support of Cannabis Control Appeals Panel, payable from the Cannabis

Control FUN. ... 1,045,000

Schedule:

(1) 1045-Cannabis Appeals Panel...............................0....... 1,045,000
3600-001-3288—For support of Department of Fish and Wildlife, payable from the Cannabis
Control Fand) s e s s, s 10,544,000

Schedule:

(1) 2590-Biodiversity Conservation Program...... 5,189,000

(2) 2605-Enforcement................cooeiiiins 5,355,000

3930-001-3288—For support of Department of Pesticide Regulation, payable from the Cannabis
Control FUNd.. ... e e e 1,267,000

Schedule:

(1) 3540-Pesticide Programs...........ccoovvivevieniiiniien v venn 1,267,000
3940-001-3288—For support of State Water Resources Control Board, payable from the
Cannabis Control FUNG. ... e e e e 2,807,000
Schedule:

(1) 3560-Water Quality........................ 2,277,000

(2) 3570-Water Rights.............coooeeiinnn. 530,000



Attachment 2

Add the following provision to Item 4265-001-3288:

1.

The Director of Finance may augment this item by an amount not to exceed
$2,261,000 Cannabis Control Fund and 20 positions, after review of a request
submitted by the Department of Public Health that demonstrates a need for additional
resources for cannabis manufacturer regulations, licensing, or information technology
activities. Any augmentation shall be authorized not sooner than 30 days after
notification in writing to the Chairperson of the Joint Legislative Budget Committee, or
not sooner than whatever lesser time the Chairperson of the Joint Legislative Budget
Committee, or his or her designee, may determine. The written notification to the
Chairperson of the Joint Legislative Budget Committee for funds for the purposes
described above shall include (1) the scope of the resources need, (2) a description of
why additional resources are needed, and (3) a description of the risks associated
with not having the additional resources.
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May 11, 2017

Honorable Holly Mitchell, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Mark Ibele, Staff Director (2)

Honorable Phil Ting, Chair
Assembly Budget Committee

Attention: Mr. Christian Griffith, Chief Consultant (2)

Addition of Budget Bill ltem 2240-011-0001 and Amendment to ltem 2240-001-6084,
Support, Department of Housing and Community Development; Addition of Item
0950-001-6084, Support, State Treasurer's Office; and Addition of ltem 0977 001-6084,
Support, California Health Facilities Financing Authority

It is requested that Item 2240-011-0001 be added in the amount of $1,576,000 to provide a
General Fund loan for the Department of Housing and Community Development, the Treasurer
and the California Health Facilities Financing Authority to develop and complete program
validation activities for the No Place Like Home program as specified in Chapter 322, Statutes
of 2016 and Chapter 43, Statutes of 2016. The No Place Like Home program will develop
permanent supportive housing for persons who are in need of mental health services and are
experiencing or at risk of chronic homelessness (see Attachment 1).

It is requested that language be added to Item 2240-001-6084 to authorize the Department of
Housing and Community Development to expend $1,051,000 to develop and complete legal
validation for the No Place Like Home program (see Attachment 2).

It is requested that Item 0950-001-6084 be added in the amount of $500,000 for the Treasurer
to complete bond financing activities (see Attachment 3).

It is requested that Item 0977-001-6084 be added in the amount of $25,000 for the California
Health Facilities Financing Authority to advise and approve of the program to be validated in
court (see Attachment 4).

The effects of my requested actions are reflected on the attachments.



If you have any questions or need additional information regarding this matter, please call
Eric Stern, Assistant Program Budget Manager, at (916) 445-3274.

MICHAEL COHEN
Director
By:

/sl Amy M. Costa

AMY M. COSTA
Chief Deputy Director

Attachment

cc: Honorable Ricardo Lara, Chair, Senate Appropriations Committee
Attention: Mr. Mark McKenzie, Staff Director
Honorable Jim Nielsen, Vice Chair, Senate Budget and Fiscal Review Committee
Attention: Mr. Kirk Feely, Budget Fiscal Director
Honorable Lorena Gonzalez, Chair, Assembly Appropriations Committee
Attention: Mr. Pedro R. Reyes, Chief Consultant
Honorable Jay Obernolte, Vice Chair, Assembly Budget Committee
Attention: Ms. Cyndi Hillery, Staff Director
Honorable Richard Roth, Chair, Senate Budget and Fiscal Review Subcommittee No. 4
Honorable Jim Cooper, Chair, Assembly Budget Subcommittee No. 4
Mr. Mac Taylor, Legislative Analyst (4)
Mr. Craig Cornett, Senate President pro Tempore's Office (2)
Mr. Christopher W. Woods, Assembly Speaker's Office (2)
Mr. Seren Taylor, Director of Strategic Policy, Assembly Republican Leader’s Office
Mr. Jim Richardson, Policy and Fiscal Director, Assembly Republican Leader’s Office
Ms. Alexis Podesta, Secretary, Business, Consumer Services and Housing Agency
Ms. Tina Daley, Deputy Secretary, Business, Consumer Services and Housing Agency
Mr. Ben Metcalf, Director, Department of Housing and Community Development
Mr. John Hiber, Chief Deputy Director, Department of Housing and Community Development
Mr. Dave O'Toole, Deputy Director, Department of Housing and Community Development



New ltem Attachment 1

2240-011-0001—For transfer by the Controller, upon order of the Department of Finance, to the
Blo Place Like Foe FUBE. s oo (1,576,000)
Provisions:

1. The Department of Finance may transfer up to $1,576,000 as a loan to the No Place Like
Home Fund for cashflow purposes subject to the following conditions:

(a) The loan is for either of the following purposes:

(1) Activities by the Department of Housing and Community Development, the
Treasurer, and the California Health Facilities Financing Authority to implement
Section 5849.35 of the Welfare and Institutions Code and Section 15463 of the
Government Code, including, but not limited to, payment for financial advisory and
legal services to prepare for, and in connection with, any validation action pursuant
to Section 5849.13 of the Welfare and Institutions Code or any other court action
regarding this part or Section 15463 of the Government Code.

(2) Program implementation activities by the Department of Housing and Community
Development, including, but not limited to, drafting program procedures and notices
of funding availability, in an amount not to exceed $850,000.

(b) The loan is short term, and shall be repaid within 30 days after the deposit of bond
proceeds into the fund pursuant to paragraph (1) of subdivision (b) of Section 5849.4 of
the Welfare and Institutions Code.

(c) Interest charges may be waived pursuant to subdivision (e) of Section 16314 of the
Government Code.

(d) The Department of Finance may authorize an increase to this appropriation to address
costs resulting from adverse court rulings.

2. The Department of Finance may authorize a loan from the General Fund to the No Place Like
Home Fund for cashflow purposes in an amount to be determined by the Department of Finance
in consultation with the Department of Housing and Community Development subject to the
following conditions:

(a) The loan is to meet cash needs resulting from a delay in deposit of bond proceeds into
the fund following notice of successful court validation pursuant to Section 5849.13 of
the Welfare and Institutions Code.

(b) The loan is to allow the Department of Housing and Community Development to
complete program implementation activities, including, but not limited to, drafting
program procedures and notices of funding availability.

(c) The loan is short term, and shall be repaid within 30 days after the deposit of bond
proceeds into the fund pursuant to paragraph (1) of subdivision (b) of Section 5849.4 of
the Welfare and Institutions Code.

(d) Interest charges may be waived pursuant to subdivision (e) of Section 16314 of the
Government Code.

(e) The Department of Finance shall not approve the loan unless the approval is made in
writing and filed with the Chairperson of the Joint Legislative Budget Committee and the
chairpersons of the committees in each house of the Legislature that consider
appropriations not later than 30 days prior to the effective date of the approval, or not
sooner than whatever lesser time the chairperson of the joint committee, or his or her
designee, may determine.



Attachment 2

“2240-001-6084—For support of Department of Housing and Community Development, payable

from:the Ne Place Like Home Fund e ssmseammamamnmnm i s 5,124,000
Schedule:
(1) 1665-Financial Assistance Program. ........cccooviiiiiiiiiiieiiiiieeeeeieee e 4,479,000
(2) 1670-Housing Policy Development Program ...........oooceoiieeiiiiei e 645,000
Provisions:

1. Appropriations from the No Place Like Home Fund are contingent upon the validation and
issuance of bonds whose proceeds are to be deposited pursuant to paragraph (1) of subdivision
(b) of Section 5849.4 of the Welfare and Institutions Code.

2. Notwithstanding Provision 1, the Department of Housing and Community Development may
expend up to $1,051,000 of the loan amount provided in 2240-011-0001 for either of the
following purposes:

(a) Activities to implement Section 5849.35 of the Welfare and Institutions Code and Section
15463 of the Government Code, including, but not limited to, payment for financial
advisory and legal services to prepare for, and in connection with, any validation action
pursuant to Section 5849.13 of the Welfare and Institutions Code or any other court
action regarding this part or Section 15463 of the Government Code.

(b) Program implementation activities including, but not limited to, drafting program
procedures and notices of funding availability, in an amount not to exceed $850,000.”




New ltem Attachment 3

0950-001-6084—For support of Treasurer, payable from the No Place Like Home
FUITI st s s s e S e A I T B s e o 500,000
Schedule:

(1) 0740028-PUDIIC FINANCE ... .ieteeitieee ettt 500,000



New ltem Attachment 4

0977-001-6084—For support of California Health Facilities Financing Authority, payable from
the No Place LIKe HOME FUNG ..., 25,000
Schedule:

(1):08890-Mental Health Wellness Grainls .commamassmmms st s st ssnsies 25,000
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