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SUBJECT:
Proposed Ordinance 2002-0365 establishes the Cultural 
Development 
Authority (CDA) of King County and adopts the Authority’s Charter, 
Bylaws and Agreement with King County.
The Natural Resources, Parks and Open Space Committee adopted a striking amendment and a title amendment to the Executive’s proposed ordinance.  Council staff worked with the Office of Cultural Resources, the Budget Office, the Prosecuting Attorney’s office, the Council Clerk and code reviser in developing the striking amendment.  Proposed Ordinance 2002-0365, Version 2 reflects numerous technical and clarifying edits to the Executive’s proposed ordinance including:

· New information provided by the Office of Cultural Resources and the Budget Office concerning the transfer of revenues from the county to the CDA. 
· New language to correct inconsistencies between the ordinance and the charter. 
· Substantive change: The NRPOS Committee inserted a provision that requires the CDA to respond to requests for additional information from the Council and the Executive.  The Council shall make its request for additional information to the CDA by motion. This provision authorizes the Council to seek information in addition to the legally mandated financial audit and annual report.
BACKGROUND:
Under state law (RCW 35.21.730), the county may establish a Public Development Authority (PDA) defined as a special purpose, quasi-municipal corporation created by a local government to carry out a specific public purpose. The statutory purpose for the creation of a PDA under this statute is to improve the administration of authorized federal grants or programs, to improve governmental efficiency and services, or to improve the general living conditions in the urban areas of the state. The provision was initially enacted to authorize counties, cities, and towns to participate in and implement federally-assisted programs, including revenue sharing. The county may establish a PDA by adopting an ordinance; a vote of the people is not required. There are currently nine PDAs
 in the city of Seattle and one in King County (the Museum of Flight Authority). 
SUMMARY
Today’s discussion focuses on the Executive’s proposal to create a Public Development Authority (PDA) to administer the county’s cultural programs.  The legislative package that establishes the Cultural Development Authority (CDA) of King County contains the documents listed below in bold type. A combined index-crosswalk of the ordinance, charter, bylaws and operating agreement is attached (Attachment 1).
1. 
Striking Amendment to Proposed Ordinance 2002-0365 (Attachment 2):
a. Establishes the Cultural Development Authority of  King County;
b. Amends the county code to reflect the new PDA structure; 
c. Repeals obsolete sections of the code; and
d. Adopts the following documents:

1. Charter – The PDA’s governing document that defines its purpose and powers and outlines the structure and responsibilities of the board (Attachment 2-a)
2. Bylaws – Defines the operations of the PDA(Attachment 2-b)
3. Agreement - Between King County and the PDA(Attachment 2-c) which provides for the transfer of funds and property (i.e., furniture and equipment) from the county to the PDA.
PURPOSES OF THE PDA:
The purposes of the PDA are enumerated in Article II of the Charter. The primary purpose is to perform the same “core cultural services” currently performed by the Office of Cultural Resources (OCR)
. The County’s cultural programs and their funding allocations, which are provided for in county code, would not change under the PDA structure. Unlike OCR, the Cultural Development Authority would undertake new business opportunities such as fundraising, property management, consulting services and cultural tourism partnerships with the private sector, consistent with the powers vested in PDAs by state law.  
1. Core Services: 
· Advise the County Executive and Council on cultural resources policies 
· Administer Cultural Programs funded by Hotel-Motel tax revenues 
· Administer King County’s Public Art Program (1% for Art)

· Manage the Public Art Collection on behalf of King County
· Provide technical assistance to arts and heritage organizations

· Receive and manage revenues appropriated by King County to accomplish these core services

2. Additional Services Permitted by State Law:

· Consulting services 

· Property management consulting contracts, rental income and project-specific grants

· Advocate for cultural resources
· Fundraising

· Cultural tourism partnerships with the private sector.  
3. The PDA will not administer: 

· The Landmarks Program nor receive any funds designated for the landmarks program.
KING COUNTY COUNCIL ROLE IN THE CULTURAL DEVELOPMENT AUTHORITY: 
Assuming adoption of Proposed Ordinance 2002-0365, the Council will have a continuing, but limited role in the Cultural Development Authority as follows:

1. Initial PDA Board Nominating Committee 
· Two Councilmembers (Edmonds and Phillips) were appointed by the Council Chair in May and are currently serving on the 11-member nominating committee to establish the initial PDA Board (Attachment 4).
· Thirteen (13) potential Board candidates have been identified to date.

· All 15 Board members are expected to be appointed in mid-September.


2. Confirm PDA Board Members: 
· The Executive makes the formal appointments to the Board. 
· All PDA Board members are subject to confirmation by the County Council. 
· Board members may not vote on matters before the board until they are confirmed by the Council. Once appointed and confirmed, a Board member is considered “in office”
. 
· Action by the Board is done by quorum– a simple majority of directors appointed and confirmed.
· Composition of the Board:  
· 15 members total

· 5 positions reserved for the following areas of expertise:

· 1-arts

· 1-public art

· 1-heritage

· 1-historic preservation

· 1-business community
· No more than 6 Board members may be from any one municipality
· Initial terms are staggered 1-, 2- and 3-year terms 
· Subsequent terms are 3 years; members may serve two consecutive full terms. 

3. Ex-Officio Membership on PDA Board: 
· In addition to the PDA Board members, there are four ex-officio members of the Board: 

· 1-designated by County Executive

· 1-Executive Director 

· 2- County Councilmembers designated by the County Council

· Ex-officio members cannot vote on matters before PDA Board.

· Terms are for one-year; ex-officio members may be re-appointed for a total of 3 years. 

4. Governance/Nominating Committee: 
· The two Councilmembers designated as ex-officio members of the PDA Board shall also serve as voting members of the Governance/Nominating Committee. 
· They shall have the power to vote on recommendations for nominations to the Board at the Governance/Nominating Committee level.

5. Remove PDA Board Members: 
· The County Council may remove any or all of the Board members by ordinance. 
6. Amend the PDA Charter
· Amendments to the PDA Charter must be done by county ordinance.

7. Dissolve the PDA: 
· The Council may dissolve the PDA for any reason by ordinance.

8. Meeting and Reporting Requirements
: 
· The PDA’s Charter establishes reporting and meeting requirements. 

· Annual Report – by April 15th of each year to the Council and Executive – also required in the Ordinance.
· Two meetings with the County Council each year: 

· 1 meeting to discuss annual report; and 

· 1 meeting to discuss plans for the following year 
· One annual meeting with the County Executive; and
· One meeting with County departments and agencies to discuss public art projects. 

FINANCING &  BUDGET:
State law authorizes PDAs to collect revenues and real property from private and public sources, issue bonds and lend and borrow funds as long as they are used for a public purpose. Examples of a PDA’s financing may be a combination of public funds such as state and federal grants, revenue-backed bonds, a specific tax revenue stream or private donations. PDAs do not have the authority to hold stock or levy taxes or assessments. If established, the Cultural Development Authority will operate largely on the same revenues as OCR.
REVENUES
In January 2003, the County will transfer to the CDA the fund balances and new appropriations in the funds listed below. Fund transfers will be done annually thereafter based on appropriation authority in the county budget and according to the timeline set forth in the Ordinance and Agreement. Revenues provided are estimates for 2003 only.
1. 
Hotel-Motel Fund
: Estimate: $5.5 million 
Pursuant to state law, 70 percent of hotel-motel tax revenues above $5.3 million, earmarked for Kingdome debt service, are designated for cultural purposes in King County through 2012.  The Hotel-Motel Fund is a Tier II fund, meaning the interest accrued supports the county’s CX fund.  Under Proposed Ordinance 2002-0365, it becomes a Tier I Fund meaning all interest earnings accrue to that fund and will transfer to the CDA. Interest earnings average $250,000 annually or $1.25 million over 5 years. 

2. 
Public Art Fund: Estimate: $1.8 million 
The fund accounts for the one-percent appropriation for public art in eligible county construction projects, interest earnings and from income (e.g. consulting contracts
) earned by the county’s Public Art Program. The fund is a Tier I fund as described above. The fund is used to finance public art projects in county capital projects. 
3. 
General (CX) Fund: Estimate: $400,000
The Agreement between the County and the CDA (Attachment 2-c) contains the provision that the CDA’s rent in the Smith Tower ($192,000) will be borne by the County in 2003 and 2004.  Discussions with OCR and Budget Office staff have indicated the funding source requested for this expense is CX. The additional CX expense to the County is the cost for management and maintenance of the county’s Public Art collection which is estimated at $191,000. The County would transfer CX revenues appropriated for these purposes to the Authority. 
4. 
Other State Revenues and Federal Funds: designated for cultural purposes

5. 
Any Other Funds and Fees: designated for cultural purposes.

EXPENDITURES
The cost of running the CDA will be almost identical to OCR in the first few years of its operations. However, being independent of the county’s career service system, the CDA model may achieve cost savings in the area of salary and benefits in the long term.
1. 
PDA Operations:
· Staffing and Benefits: Cost Estimate: $1.1 million for 15.75 FTEs
· Smith Tower Lease: $192,000 in 2003  
Under the Agreement, King County will pay the rent in the Smith Tower offices in 2003 and 2004 until the lease expires on December 31, 2005. On January 1, 2005, the CDA will be responsible for securing and paying for office space.

· Administrative Services: Cost Estimate: To be determined. 
The CDA must secure the following services currently provided to OCR through overhead cost allocation or internal service fees: 

· Legal Counsel 
· Financial Services: Accounting and Cash/Investment Management 

· Human Resources Management/Consultant

· Local Area Network (LAN) Support
· Database Management

· Technological and Telecommunications Infrastructure
· Insurance
· Information Management (payroll processing)
· Records and Archives Management

2. 
Cultural Endowment: Cost Estimate: $1.9 million
The CDA will be responsible for setting up and administering the cultural endowment fund in accordance with state law and county code. The Cultural Endowment Fund is based on an annual, 40 percent contribution of Hotel-Motel tax revenues through the year 2012.
3.  Cultural Programs: Cost Estimates: 

· Public Art Projects: $1.6 million

· Hotel-Motel Funded Projects: $2 million for arts and heritage projects

ADDITIONAL INFORMATION:
· Timeline & Implementation Steps: 
· October: Assuming Council adopts PDA Ordinance in September/early October:

· Council confirms PDA Board Directors

· Council appoints two ex-officio members to PDA Board 

· January 1, 2003: Cultural Development Authority is expected to launch.
ISSUES:


· CX Assumption: Depending on the availability of CX in 2003, the Council should discuss the option of using hotel-motel revenues as the funding source for the lease payment in the Smith Tower in 2003 and 2004.  The effect of using hotel-motel revenues in lieu of CX would be a commensurate reduction in available grant arts and heritage grant funding.  
· New Model: Establishment of a Cultural Development Authority to replace OCR will not result in significant cost savings for the county. The main reason is because funding for cultural programs consists of revenues designated for a particular purpose, for example the Hotel-Motel Fund and the Public Art Fund.  However, the PDA model may take advantage of efficiencies that could better serve its constituency, reduce some administrative costs and save staff time otherwise devoted to county processes.  As a result, the revenue appropriated for cultural programs could be used more effectively.  Here are several specific examples:
· Grant applications: Could be approved more quickly as a result of fewer approval steps.
· Advocacy: The Board could advocate for an extension of hotel-motel tax for cultural programs.

· Fundraising: The CDA Board could form a Non-profit Foundation and raise additional funds for cultural programs.
· Procurement: As a county agency, OCR is required to use a competitive bid process for contracts $2,500 and over. The state procurement limit, which would apply to the CDA, is $25,000. 
Ultimately, the ability of the CDA to achieve its mission is the responsibility of the Board, the management and staff. The trade-off for the Council in moving to a PDA would mean less or no involvement in approving each package of cultural projects, determining OCR’s annual budget and confirming the appointments of 27 commissioners to the three cultural advisory bodies: the Arts, Public Art and Landmarks and Heritage Commissions. 

ATTACHMENTS:

1. Index-Crosswalk: PDA Ordinance, Charter, Bylaws and Agreement

2. Initial PDA Board Nominating Committee List
ATTENDING:
Cath Brunner, Director, Public Art Program, Office of Cultural Resources

John DeChadenedes, Budget Analyst, Office of Management and Budget

Jim Kelly, Manager, Office of Cultural Resources

Ian Taylor, Senior Deputy Prosecuting Attorney, Prosecuting Attorney's Office, Civil Division
� Burke-Gilman PDA, Capitol Hill Housing Improvement Program (CHHIP), Elevated Transportation Company (ETC), Historic Seattle, Museum Development Authority (MDA), Pacific Medical Center and Clinics (PacMed), Pike Place Market PDA, Seattle-Chinatown International District PDA and Seattle Indian Services Commission.


� The exception is the county’s Landmarks Program which is expected to move to the Executive’s Office of Business and Economic Development in 2003.


� The CDA’s Board policy is more stringent than the County’s policy which authorizes board and commission appointees to exercise the powers of office beginning 30 days after appointment or earlier if confirmed by the Council. 


� In addition to the reporting requirements listed here, the CDA must also file an independent financial audit with the State Auditor’s Office, pursuant to state law.


� Funds containing hotel-motel bond revenues or excess interest earnings on hotel-motel bond funds will not be transferred to the CDA.


� The King County Public Art Program currently has consulting contracts with the Port of Seattle and the Seattle Opera.


� Projects are:  Sustained Support; Cultural Facilities; Special Projects and Cultural Education. Hotel-motel tax revenues are down approximately 17 percent in the first six months of 2002 compared to 2001.  The $2 million figure represents hotel-motel funds remaining for grants after the cost of administration (13%), the cultural endowment (40%) and debt service.
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