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Bill Summary:  SB 1116 would, upon appropriation of the Legislature, establish the 
Performing Arts Equitable Payroll Fund to administer a grant program to enable small 
nonprofit performing arts organizations to (1) hire and retain employees, and (2) comply 
with employment law, as specified. 

Fiscal Impact:  This bill would result in a cost pressure to the Governor’s Office of 
Business and Economic Development (GO-Biz) to fund and administer the grant 
program. Specifically, GO-Biz anticipates that the fiscal impact of the bill is unknown, 
and would depend on the size of the grant pool, eligibility criteria, and other factors 
which the bill does not define. The fund source is not specified in the bill, but 
presumably would be the General Fund (See Staff Comments). 

Background:  Current law provides an employee a range of workplace benefits and 
protections, including a minimum hourly wage, unemployment benefits, paid sick leave 
and access to rest and meal breaks. A worker not classified as an employee is 
generally classified as an independent contractor, and the determination of whether a 
worker is an employee or an independent contractor evaluates the nature of the 
employer’s relationship with the worker. 

In recent years, the process to determine an individual’s classification status has 
revolved around two types of tests: the “Borello test” and the ABC test. The Borello test 
involves the principal factor of “whether the person to whom services is rendered has 
the right to control the manner and means of accomplishing the result desired” in 
addition to nine other specified factors. The ABC test presumes an individual is an 
employee unless they meet the following three criteria: (a) they are free from the control 
and direction of the hirer in connection with the performance of the work, both under the 
contract for the performance of such work and in fact, (b) they perform work that is 
outside the usual course of the hiring entity’s business, and (c) they are customarily 
engaged in an independently established trade, occupation or business of the same 
nature as the work performed for the hiring entity. AB 5 (Gonzalez, Chapter 296, 
Statutes of 2019) codified a 2018 court case, requiring that employers prove that their 
workers can meet a 3 part (ABC) test in order to be lawfully classified as independent 
contractors.  

The State has had various economic development departments through the decades. 
Prior to 2003, the majority of the State’s economic development programs were housed 
within the Technology, Trade, and Commerce Agency. The 2003 04 Budget Act 
abolished both the agency and state funding for many of its programs designed to 
encourage economic development.  
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GO Biz was established statutorily in 2011 to be the lead entity for economic strategy 
and the marketing of California on issues relating to business development, private 
sector investment, and economic growth. GO-Biz staff provide a wide range of advisory 
and coordinating roles across the administration related to economic development. 
Several units of GO Biz serve as points of contact for businesses considering relocating 
to or expanding in California. For example, the California Office of the Small Business 
Advocate (CalOSBA) provides resources for small businesses and financial assistance 
for small business advisory centers. Other units assist international investors, help 
businesses obtain information about business permits, administer the California 
Competes Tax Credit Program, and administer the Cannabis Local Equity Grant 
Program. Additionally, the California Film Commission, Travel and Tourism 
Commission, and the Infrastructure and Economic Development Bank have been 
assigned for oversight purposes to GO Biz. 

Proposed Law:   This bill would, among other things, do the following: 

 Define “Adjusted Gross Revenue” to mean the average annual revenue received 
over the preceding 3 years, in whatever form, received or accrued from whatever 
source. This does not include revenue earmarked by donors solely for capital 
expenditures or any passthrough funds collected for the benefit of another 
organization. 

 Define “Capital Expenditures” to mean funds used by a company to acquire, 
upgrade, or maintain fixed assets, including property, plants, buildings, 
technology, or equipment. 

 Define “Nonprofit performing arts organization” to mean a performing arts 
organization that is exempt from taxation pursuant to Section 501(c)(3) of the 
Internal Revenue Code and whose primary mission is the creation of or 
presentation of performing arts. 

 Define “Payroll expenses” to mean wages paid to employees, payroll taxes, 
workers’ compensation, unemployment insurance, paymaster fees, and pension, 
health, and welfare contributions. 

 Define “Performing Arts” to mean the types of arts that are performed live for a 
remote or in-person audience, including, but not limited to, music, dance, and 
drama. 

 Define “Small nonprofit performing arts organization” to mean a nonprofit 
performing arts organization with an adjusted gross revenue equal to or less than 
$2,000,000. CalOBSA shall adjust this amount every five years using the 
California Consumer Price Index as compiled and reported by the Department of 
Industrial Relations. 

 Establish the Performing Arts Equitable Payroll Fund within the State Treasury. 
Upon appropriation of the Legislature, CalOBSA would do each of the following: 
(1) establish and administer a grant program using moneys in the fund to award 
grants for the purpose of enabling small nonprofit performing arts organizations 
to hire, to retain, or to hire and retain employees; The organization must pay 
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these employees at least the applicable minimum wages for the jurisdiction they 
reside in, and (2) administer each grant for a term of 1 year. 

 Require recipients of grants from the Performing Arts Equitable Payroll Fund to 
provide specified information to CalOBSA.  

 Require CalOBSA to adopt necessary regulations for each of the following: (1) 
ensuring that grant recipients have not used grant funds for purposes other than 
those specified, (2) validating the accuracy of certifications provided under the 
requirements of this bill, and (3) any organization found by CalOBSA to have 
violated the previous two items will be ineligible for future grants from the fund. 
The office may also require the organization to repay these grant funds. 

 Establish the following reimbursement schedule for grants for small nonprofit 
performing arts organizations: 

o For organizations with an adjusted gross revenue of up to two hundred 
fifty thousand dollars ($250,000), the fund shall reimburse 80 percent of 
the first ten thousand dollars ($10,000) of the organization’s payroll 
expenses for work performed in the State of California per employee per 
quarter. 

o For organizations with an adjusted gross revenue of not less than two 
hundred fifty thousand one dollars ($250,001) and not more than four 
hundred fifty thousand dollars ($450,000), the fund shall reimburse 75 
percent of the first ten thousand dollars ($10,000) of the organization’s 
payroll expenses for work performed in the State of California per 
employee per quarter. 

o For organizations with an adjusted gross revenue of not less than four 
hundred fifty thousand one dollars ($450,001) and not more than six 
hundred fifty thousand dollars ($650,000), the fund shall reimburse 70 
percent of the first ten thousand dollars ($10,000) of the organization’s 
payroll expenses for work performed in the State of California per 
employee per quarter. 

o For organizations with an adjusted gross revenue of not less than six 
hundred fifty thousand one dollars ($650,001) and not more than eight 
hundred fifty thousand dollars ($850,000), the fund shall reimburse 60 
percent of the first ten thousand dollars ($10,000) of the organization’s 
payroll expenses for work performed in the State of California per 
employee per quarter. 

o For organizations with an adjusted gross revenue of not less than eight 
hundred fifty thousand one dollars ($850,001) and not more than one 
million dollars ($1,000,000), the fund shall reimburse 50 percent of the first 
ten thousand dollars ($10,000) of the organization’s payroll expenses for 
work performed in the State of California per employee per quarter. 

o For organizations with an adjusted gross revenue of not less than one 
million one dollars ($1,000,001) and not more than one million two 
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hundred fifty thousand dollars ($1,250,000), the fund shall reimburse 40 
percent of the first ten thousand dollars ($10,000) of the organization’s 
payroll expenses for work performed in the State of California per 
employee per quarter. 

o For organizations with an adjusted gross revenue of not less than one 
million two hundred fifty thousand one dollars ($1,250,001) and not more 
than one million five hundred thousand dollars ($1,500,000), the fund shall 
reimburse 30 percent of the first ten thousand dollars ($10,000) of the 
organization’s payroll expenses for work performed in the State of 
California per employee per quarter. 

o For organizations with an adjusted gross revenue of not less than one 
million five hundred thousand one dollars ($1,500,001) and not more than 
one million seven hundred fifty thousand dollars ($1,750,000), the fund 
shall reimburse 25 percent of the first ten thousand dollars ($10,000) of 
the organization’s payroll expenses for work performed in the State of 
California per employee per quarter. 

o For organizations with an adjusted gross revenue of not less than one 
million seven hundred fifty thousand one dollars ($1,750,001) and not 
more than two million dollars ($2,000,000), the fund shall reimburse 20 
percent of the first ten thousand dollars ($10,000) of the organization’s 
payroll expenses for work performed in the State of California per 
employee per quarter. 

Related Legislation:  SB 805 (Rubio, 2021) would have established the California 
Nonprofit Performing Arts Paymaster for the purpose of providing low-cost payroll 
services to small nonprofit performing arts organizations. The bill was vetoed by the 
Governor. 

Staff Comments: GO-Biz notes that the bill’s most important fiscal driver would be the 
potential inclusion of authorization language for CalOSBA to use a third party fiscal 
agent. As currently drafted, the bill would require CalOSBA to administer the grant 
program without authorizing the use of a fiscal agent. CalOSBA currently administers a 
variety of limited-term grant programs by utilizing a fiscal agent, and notes that having 
the flexibility to use a third party fiscal agent to implement this program would lower 
administrative costs.  

If authorized to use a fiscal agent, CalOSBA anticipates requiring up to five percent of 
the total grant pool to administer the program; thus, a $20 million grant program would 
have $1 million in administrative costs. If not authorized to use a fiscal agent, CalOSBA 
anticipates administrative costs of up to 10 percent of the size of the grant program, as 
the Office’s current levels of resources and expertise would need to be substantially 
supplemented. Specific administrative duties would include conducting outreach, 
processing applications, and overseeing the grant program. 

-- END -- 


