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VOTE-ONLY | SSUES

0650 OFFICE OF PLANNING AND RESEARCH

Issue 1: Precision Medicine Funding and Trailer Bil Language
(Previously heard on April 28, 2016)

Governor's Budget Request:The Governor’s budget requests $10 million GenEraid for
precision medicine to build tools, applicationsd gulatforms that integrate diverse data sets that
may lead to improved health outcomes and new dogdsealthcare innovation and discovery;
and to establish a more dynamic asset inventotlgarstate. With the proposed augmentation of
funding, the Administration proposes to fund sixvrdemonstration projects ($1.2 million each)
and the remaining $2.8 million would be used topsup non-demonstration project activities
(asset inventory, convenings, evaluation, and otaeéministrative activities, and at the
initiative’s discretion, competitive round for &ihst projects under the initial call for propogals

The budget also proposes trailer bill langutgestablish the program in statute.

Background: According to the National Institutes of Health By precision medicine is an
emerging approach for disease treatment and piewethat takes into account individual
variability in genes, environment, and lifestyler feach person. While some advances in
precision medicine have been made, the practicmticurrently in use for most diseases. On
January 20, 2015, President Obama announced thisiBreMedicine Initiative to enable a new
era of medicine in which researchers, providers @atients work together to develop
individualized care.

The President called for $215 million in fiscal y2816 to support the initiative, which includes
several components with efforts from across theef@dgovernment. Of this total proposed
budget, $130 million was allocated to NIH to buddhational, large-scale research participant
group, called a cohort, and $70 million was alledato the National Cancer Institute to lead
efforts in cancer genomics. In addition, many gevand public universities are researching
precision medicine.

In the 2014-15 budget, the Legislature approvech#Bon General Fund for precision medicine.
Approximately $2.4 million was allocated to two damstration projects and $600,000 was
allocated to other activities. These are descriizdw.

« California Kids Cancer ComparisonApproximately $1.2 million was awarded to
University of California, Santa Cruz to lead thelifdania Kids Cancer Comparison
project. This project uses large scale data praogss improve the outcomes of clinical
trials that are underway at UC medical centersdemtify new therapies for incurable
tumors. The project analyzes each patient’s tumothe context of thousands of
pediatric and adult tumors that have undergonelaincharacterization. The project is
developing “Medbook”, a secure social network desdyfor medical research and
medical decision support.
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* Precision Diagnosis of Acute Infectious Diseas@pproximately $1.2 million was
awarded to University of California, San Francis@gdCSF) to lead the first-ever
demonstration of precision medicine in infectiousedses. UCSF has pioneered the use
of a sequencing test called metagenomic next-geoeraequencing to reveal the cause
of infections that routinely elude physicians.

» Other Activities.OPR has developed an inventory of data, reseasgierts, and other
resources related to precision medicine to fatditeooperation in precision medicine
research. In addition, funding (a total of $600,@%@r two years) for other activities has

been provided as follows:

Precision Medicine Administrative Costs

2015-16 | 2016-17
Staff (two positions) $220,102 $232,508
Catering 31,500, 31,500
Transportation/hotels 13,690 13,700
Website/communications| 25,000 25,000
Other 3,500 3,500
Total $293,792| $306,208

Governor Proposes Additional State Funding for Preion Medicine.The 2016-17 Governor’'s

budget proposes to make a one-time appropriatigL@fmillion from the state General Fund to
OPR to fund additional precision medicine reseaftte Administration intends for these funds
to be allocated in a manner similar to the $3 onillin 2014-15, but intends to broaden its call

for proposals beyond the UC campuses.

The proposal would fund six new demonstration mtsjeof $1.2 million each and provides
$700,000 over 2016-17 and 2017-18 to fund IT staffurther develop the asset inventory.
However, based on additional information from theénAnistration, it is possible this $700,000
may not be used for this purpose and may be ustotbother demonstration projects. Also, in
2016-17, an additional two positions would be fuhaé a total cost of $303,973 (bringing the
level of administrative funding to a total of $6081 in 2016-17) and in 2017-18 administrative

costs would total $596,027.

What Is the State’s Role in Funding ResearciCalifornia’s academic and research institutions
conduct a wide variety of research with the potdrib improve Californians’ health and well-
being. Most of the state’s research institutions|uding UC, receive a majority of their direct
funding for research from federal, private, andeothon-state sources. The state currently does
not have a framework for prioritizing the allocatiof General Fund monies across various
research topics. Without such a framework, it Eiailt to evaluate the Governor’s proposal.
Factors that may be reasonable to consider include:

» Are federal resources for the research inadequate?
» Are economic incentives insufficient to spur pradgtfunded research?
* Could the research yield benefits that are padrtypiimportant for California?
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Legislative Analyst’'s Office (LAO) Comments: The LAO finds it difficult to justify allocating
state funding for precision medicine research owtrer research areas and recommends
rejection of the proposal. Below, the LAO discusseseral questions left unanswered by the
Governor’s proposal.

* What Is the Program’s ObjectiveThe Administration has not articulated specifialgo
to be achieved with this funding. What is the stadping to achieve by providing this
funding for precision medicine research? What ifiable benefits will this research be
expected to provide to the state and its residemisffout defined policy objectives, it is
difficult for the Legislature to evaluate the Gaver's proposal.

* Why $10 Million? The proposal provides insufficient information tbe Legislature to
judge whether $10 million is a proper amount ofesfanding. How many projects are
intended to be funded and at what cost? Why isr&dending inadequate? How much
state funding will be used for administrative c8st¥ithout these details, the Legislature
will have difficulty evaluating the Administratios’funding request.

* How Will Funds Be Awarded?The Administration states that it intends to adliecthe
requested $10 million via a process similar to tme used to allocate the prior $3
million. The Administration, however, has not offdrany statutory language to define
and formalize this allocation process. In the absenf such language, the Legislature
and the public cannot be confident these fundsheilallocated fairly and effectively.

Staff Comments: Staff agrees with the LAO analysis and finds tbquest for $10 million
General Fund to research precision medicine lacigication.

Staff Recommendation:Reject the proposal.

Vote:
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DiscussioN/ VOTE | SSUES

2240 DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

Issue 1: Down Payment Assistance Programs (May Rewn)

Governor's Proposal: The May Revision proposes changes to law to coenbemaining
funding, totaling $176.6 million, from multiple dowpayment assistance programs into the
MyHOME Program to help more families become firste homebuyers. Under this proposal,
these funds would be continuously appropriatedh® €alifornia Housing Finance Agency
(CalHFA) for the purpose of making home purchasesenaffordable to low and moderate
income Californians for owner-occupied homes.

Background: As part of its first time homebuyer assistancecfiom, over the last several years

CalHFA has administered several down payment assistprograms, many targeted to specific
groups of buyers. Some of these programs were tubgieCalHFA with its own resources, but

most were started with proceeds from general oftigabonds. The first bond that provided

funds for this purpose was issued in 1988 (oftefierred to as the Roberti bonds), which

provided for the creation and initial funding oétllome Purchase Assistance (HPA) fund.

Additional funding was provided to CalHFA for dovyaayment assistance through the passage
of propositions 46 (2002) and 1C (2006). Those bofuhded the California Homebuyer
Downpayment Assistance Program (CHDAP), which ideth a number of subprograms,
including the Extra Credit Teacher Home Purchassgfdm (ECTP). Each of those bonds
contained language that provided for funds fromhe#Eahose subprograms to revert to CHDAP
at some point in time, but each of those programsains in CalHFA’s governing statutes.

To date, all of the original bond funds have besed, and CalHFA has been operating its down
payment assistance programs with recycled prograndst For accounting and auditing
purposes, when repayments are received, they heete tedeposited into their original funds,
and when a sufficient amount has accumulated, fegeg into new down payment assistance
loans. While virtually all of the funds from proptiens 46 and 1C can transfer back to CHDAP,
there is currently no provision to combine the adstration of all funds from CHDAP and HPA
into a single fund.

CalHFA currently offers the MyHome Assistance Pewgy which provides down payment

assistance for first-time homebuyers through a rdede payment, subordinate loan. It is
available to first-time homebuyers throughout @afifa that meet low and moderate income
requirements. The down payment assistance is paiitda CalHFA first loan mortgage and

payment on the down payment assistance is due wieehorrower pays off or refinances the
first loan. CalHFA has been using recycled fundsmfrooth HPA and CHDAP to run its

MyHome Program.
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The proposed change would move all funds from tlegnams shown in the chart below into
CalHFA'’s existing Home Purchase Assistance (HPA)d=and make all other sections affecting

down payment assistanc

e programs inoperative.

Programs Proposed for Consolidation

Fund
Balance
Program Description (in millions)
California Homebuyer’s| Provided a deferred-payment junior loan of an amofin
Downpayment three percent of the purchase price or appraiskes va
Assistance Program whichever was less, to low and moderate incomst:fiime
(CHDAP) homebuyers. $130.4
Provided a deferred-payment junior loan of an arhaprto
six percent of the purchase price or appraisecdeyalu
whichever was less, to low and moderate incomst;tfime
Housing in Revitalized | homebuyers purchasing a property within a community
Areas Program (HIRAP) revitalization area. $2.1
Intended for teachers, administrators, classifregleyees,
and staff members working in high priority schoiols
California. Offers a deferred-payment junior lodran
amount not to exceed the greater of $7,500 or 8epe:of
the sales price or in CalHFA-defined high cost ar@a
amount not to exceed the greater of $15,000 or&pé of
Extra Credit Teacher | the sales price. The ECTP has a forgivable interest
Home Purchase Prograntomponent should the school staff remain employia tive
(ECTP) high priority school for more than 3 years. $8.4
CalHFA was authorized to use, at its discretiort,more
than $75 million of CHDAP to finance the acquigitiof
land and the construction and development of hgusin
Residential developments. However, the statute also statecathands
Development Loan grew short, down payment assistance was to beritéty
Program (RDLP) use for these funds. $34.9
Down payment assistance program for homebuyerswiyn
constructed single family homes or condominiums in
economically distressed areas (defined by a highafa
unemployment and low number of residential building
School Facility Fee permits). Assistance was calculated based on #opat the
Program (SFF) eligible school facility fees paid by the builder. $0.7
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Staff Questions for HCD/ CalHFA:

1. The changes proposed expand this from a progranfir&trtime homebuyers to a
program for any low- to moderate-income home buyénat are the tradeoffs associated
with making this change?

Comments: The Administration is proposing significant changesCHDAP to expand the
program beyond first-time home buyers to all lovdtamoderate-income home buyers.
Transferring all down payment assistance funds ame single fund and program would make
the administration of these dollars more efficiant effective, allowing CalHFA to administer
these funds under a single set of consistent riiles.proposed statutory changes would allow
CalHFA to utilize the $176.6 million remaining mdtexibly and continue to fund the MyHome
Program or other home purchase assistance for thypele more years, depending on volume.

Staff Recommendation:

Vote:
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Issue 2: “By-Right” Trailer Bill Language (May Revision)

Governor’s Proposal: The May Revision proposes trailer bill languagguigng ministerial “by
right” land use entitlements for multifamily infihousing developments that include affordable
housing.

Background: Every city and county in California is required develop a general plan that
outlines the community’s vision of future developrhéhrough a series of policy statements and
goals. A community’s general plan lays the fourmtafior all future land use decisions, as these
decisions must be consistent with the plan. Germaals are comprised of several elements that
address various land use topics. Seven elementaardated by state law: land use, circulation,
housing, conservation, open-space, noise, andysdfieé land use element sets a community’s
goals on the most fundamental planning issues—asctine distribution of uses throughout a
community, as well as population and building deesi—while other elements address more
specific topics. Communities also may include eletmeaddressing other topics—such as
economic development, public facilities, and parlet-their discretion.

Each community’s general plan must include a hauslement, which outlines a long-term plan
for meeting the community’s existing and projectedusing needs. The housing element
demonstrates how the community plans to accommatiatéair share” of its regions housing
needs. To do so, each community establishes amtinyeof sites designated for new housing
that is sufficient to accommodate its fair sharem@hunities also identify regulatory barriers to
housing development and propose strategies to s&ldnese barriers. State law requires cities
and counties to update their housing elements edight years.

Each community’s fair share of housing is determiitierough a process known as Regional
Housing Needs Allocation (RHNA). The RHNA procesashthree main steps: 1) state
departments develop regional housing needs essma)eregional councils of governments
allocate housing within each region; and 3) ciaes counties incorporate their allocations into
their housing elements.

Cities and counties enact zoning ordinances toe@mpht their general plans. Zoning determines
the type of housing that can be built. In additimefore building new housing, housing
developers must obtain one or more permits fronallptanning departments and must also
obtain approval from local planning commissionsy councils, or county board of supervisors.

Some housing projects can be permitted by cityoanty planning staff without further approval
from elected officials. These projects are typicakferred to as “by right.” By-right projects
require only an administrative review designed tsuee they are consistent with existing
general plan and zoning rules, as well as meetatds for building quality, health, and safety.
Most large housing projects are not allowed bytrigfistead, these projects are vetted through
both public hearings and administrative review. Masusing projects that require discretionary
review and approval are subject to CEQA review,levprojects permitted by right generally are
not.
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The Administration’s Proposal Requires “By Right” @itlements.Under the Administration’s
proposal, current state housing law would be medifto broaden eligibility for by-right,
ministerial land use entitlements for multifamilgfill housing if it includes long-term deed-
restricted affordable units. Under the proposedslation, a local government may not require a
conditional use permit, planned unit developmentnyte or other discretionary local
government review or approval for qualifying deyeiwents that include an affordable housing
component, provided they are consistent with ohjeageneral plan and zoning standards and
are, where applicable, subject to mitigating meastw address potential environmental harm.

The figure below shows the proposed “by right” e

Proposed “By-Right” Process for Developments with Affordable Housing Units
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LAO Comment: The LAO finds and recommends the following.

» Governor’'s Proposal Has MeritThe LAO believes the Governor's proposal warrants
serious consideration from the Legislature and that proposed changes have the
potential to be an important first step toward addmng California’s housing shortage.

» Strengthen and Expand Governor's Proposalhe LAO suggests the Legislature
consider some modifications to strengthen and expgha Governor’'s proposal. Most
notably, the LAO suggests the Legislature exparchtimber of housing projects eligible
for streamlined approval by lowering the afforddapilrequirements developers must
meet. The LAO also recommends changes to guarchsigppssible actions some
communities may take to hinder the use of streagdlapproval.
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* More Policy Changes Needed to Address This Issueoking beyond this year, the
Administration has committed to consider additionpalicy changes to encourage
housing production. Along these lines, the LAO ssgig the Legislature continue to
explore other ways to encourage more home building California’s coastal
communities. Additional policy changes aimed atueing local planning and zoning
rules provide sufficient opportunities for home Iding would be a critical complement
to the Governor’s proposal.

Staff Questions:

1. How would this proposal interact with CEQA requikms and would it limit the
environmental review process? Some are assertaigparmitting a use “by right” would
essentially make an action ministerial, which malesproject not subject to an
environmental review subject to CEQA.

2. The trailer bill language requires only 10 peroaind housing development’s units be for
lower income households or 5 percent of the urtsvery low income households —
With such a low threshold, how does this actuaityprove or effectively increase
affordable housing when at least 90 percent olithitss can be market rate?

3. How frequently do localities update general plavi&tat are the implications if a general
plan has not been updated for many years, as sadeefor some cities?

4. How would the state ensure that cities and courtesplied with this law and did not
put other barriers in place that might limit thevelepment of affordable housing?

Staff Comments: The Administration has proposed significant chartigesxisting laws around
the development of affordable housing. It is a viarge task for the Legislature to weigh, in
such a short period of time, the policy implicasoof the proposed changes and balance the
trade-offs of building affordable housing, ensuraqgpropriate environmental review processes,
and allowing for local decision-making.

Staff Recommendation:
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