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l. Summary:

Under the Culturd Endowment Program, the Divison of Culturd Affairs, in the Department of
State, awards culturd grantsto Florida artists and arts organizations in order to guarantee
sufficient operating resources for gponsoring organizations. A §o0Nsoring organization must
edtablish a culturd endowment program fund or funds which administers and invests endowment
funds. In order to receive a Sate grant of $240,000, donations of $360,000 must be raised. Each
individual endowment must have atota vaue of $600,000. Preservetion of the $600,000 capital
endowment is the primary invesment congraint upon the trustee, while maximizing current
income through the use of investment-qudity fixed income insruments. The requirement that
endowment funds be invested in only fixed-income insrumentsis diminated by the hill,
subgtituting instead authority to invest these funds in investment-quality financial instruments.

This bill amends section 265.606, Florida Statutes.
Present Situation:

Section 20.10, F.S., creates the Department of State. The Secretary of State is designated as the
head of the department.! There are seven divisionsin the department:

Divison of Adminigtration.
Divison of Corporations.
Divison of Culturd Affars
Divison of Elections.

Division of Historical Resources.
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6. Divison of Library and Information Services.
7. Divison of Licenang.

The department has approximately 758 FTEs and an annud budget of about $148 million.

The Secretary of State functions as the Chief Cultural Officer of the State.? In this position, the
Secretary is encouraged to

.. . initiate and devel op relationships between the state and foreign culturd officers, their
representatives, and other foreign governmentd officialsin order to promote Florida as
the center of American cregtivity.

In this position, the Secretary of State is delegated power and authority to:

< Dissaminae any information pertaining to the State of FHorida which promotes the
dtate' s cultural assets.

< Panand carry out activities designed to cause improved culturd and governmentd
programs and exchanges with foreign countries.

< Panand implement culturd and socid activities for viditing foreign heeds of Sate,
diplomats, dignitaries, and exchange groups.

< Encourage and cooperate with other public and private organizations or groupsin
their efforts to promote the culturd advantages of Florida

< Edablish and maintain the list prescribed in s. 55.605(2)(g), F.S., relating to
recognition of foreign money judgments.

< Saveasliason with dl foreign consular and ambassadorid corps, aswell as
internationa organizations.

< Provide, arrange, and make expenditures for the achievement of any or dl of the
purposes of s. 15.18, F.S.

< Promulgate rulesfor entering into contracts which are primarily for promotiona
sarvices and events.

The Divisgon of Cultura Affairsis made up of the Office of the Director and the Bureau of

Grants Services. The Divison awards, administers, monitors, and evauates cultura grant
programs of the Department of State, as well as plans and implements programs designed to gain
nationd and internationa recognition on behdf of Florida artists and arts organizations. The
divison dso disseminates arts-related information and fosters the devel opment of a receptive
climatefor theartsin Horida. There are 19 FTEs in the division.

Sections 265.601-265.607, F.S., may be cited as the “Cultural Endowment Program.”
Section 265.602, F.S.,, provides legidative intent for the program:

The Legidature recognizes the critical need for Sgnificant additional funding whichis
currently being experienced by local cutura organizationsin this state. Furthermore, the
Legidature recognizes that this supplementa funding should be available on arecurring
bas's, and should be primarily utilized for the day-to-day expensesincurred by cultura

2Section 15.18, F.S.
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groups. It is, therefore, the intent of the Legidature to create an endowment matching
fund program which will guarantee sufficient operating resources for those organizations
which participate.

Section 265.606, F.S., establishes digibility requirements for receipt of state matching funds. In
order to be digible, aloca sponsoring organizatior® must;

1. Edablish aculturd endowment program fund or funds, which administers and inveds.

2. Depost into the appropriate program fund account the required matching funds which
have been collected from new public and private donations and gifts having atota annua
vaue of a least $360, for each individua endowment.

3. Bedesgnated a culturd sponsoring organization by the Department of State, if
recommended by the Florida Arts Council to the Secretary of State.

Under s. 265.606(3), F.S., each individua endowment in the program must have atotal vaue of
$600,000. Of this amount, $360,000 must be raised by the sponsoring organization. The
remaining $240,000 in matching funds is contributed by the state. A sponsoring organization that
recelves a matching fund endowment is digible to goply for additiond matching fund
endowments; however, additional endowments shall not be awarded to a sponsoring organization
more frequently than once every 36 months. An endowment program fund may be established
for each endowment, or two or more endowments may be combined in one program fund.

After the Secretary of State has determined that a sponsoring organization has complied with the
gtatutory and rule criteria, appropriate state matching funds may be transferred to the
organization. The secretary is required to ensure that the local group has made prudent
arrangements for the trusteeship of the entire endowment. Expenditures from the endowment are
subject to the following requirements under s. 265.606(4), F.S. That subsection permits an
organization to expend funds only for operating costs incurred while engaged in programs
directly related to culturd activities. The subsection also requires submission of an annud report
that explains how endowment program funds were used.

Section 265.606(5), F.S., provides for the reversion of the $240,000 state matching fund to the
Generd Revenue Fund under specified circumstances. Specificdly, the matching funds revert to
the sate if the recipient gponsoring organization:

1. Ceasesoperations.
2. Filesfor bankruptcy protection.
3. Willfully expends a portion of the endowment principa of any individua endowment.

Section 265.606(6), F.S., makes preservation of the $600,000 capital endowment the primary
investment congtraint upon the trustee. Under this subsection, the investment objectives of the

3Sation 265.603(5), F.S., means acultural organization which: (a) is designated as not for profit pursuant to s. 501(c)(3) or
(4) of the Internal Revenue Code of 1954; (b) is described in, and alowed to receive contributions pursuant to, the provisions
of s. 170 of the Internd Revenue Code of 1954; (c) is a corporation not for profit incorporated pursuant to chapter 617; and
(d) isprimarily and directly responsible for conducting, creating, producing, presenting, staging, or sponsoring acultura
exhibit, performance, or event. This provisionsincludes museums owned and operated by political subdivisions of the state,
except those congtituted pursuant to s. 240.317, F.S.
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trustee are to preserve the principal amount of each endowment while maximizing current
income through the use of investment-qudity fixed income insruments. The market value of
$600,000 for each individua endowment in aloca culturd endowment program fund must be
maintained.

An annud pogt audit of each loca culturd gponsoring organization receiving an endowment is
required by s. 265.606(7), F.S.

For the current fiscd year, $1,920,000 was appropriated in the budget for matching funds. These
funds are nontrecurring, genera revenue dollars. As of the date of this analysis, no appropriation
has been established.

Effect of Proposed Changes:

The hill modifies the statutory primary investment constraint upon the trustee of the $600,000
capita endowment. The bill would diminate the requirement that atrustee invest only in
invesment quality fixed-income instruments. Instead, it would authorize the trustee to invest in
investment-qudity financia instruments, which is broader.

The act takes effect July 1, 2001.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:
None.

B. Private Sector Impact:
By expanding the type of investment-qudity insruments that endowment funds may be

invested in, a culturd sponsoring organization could receive a higher rate of return on its
investments. Conversdy, it dso could receive alower rate of return.

The hill does not change the requirement that the market value of $600,000 for each
individua endowment in a culturd endowment fund be maintained.
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C. Government Sector Impact:

The bill retains the primary investment congtraint upon the trustee to preserve the $600,000

capita vaue of the endowment.
VI. Technical Deficiencies:
None.
VILI. Related Issues:
None.
VIII. Amendments:

#1 by Governmenta Oversght & Productivity:
Strikes the term “investment-quaity” and insarts “invesment-grade’ instead.

This Senate staff analysis does not reflect the intent or officia position of the bill’s sponsor or the Florida Senate.




