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Metropolitan King County Council
Committee of the Whole



REVISED STAFF REPORT

	Agenda Item:
	6
	Name:
	Andrew Kim & Tillery Williams

	Proposed No.:
	2020-0177
	Date:
	May 5, 2020



COMMITTEE ACTION

	
Proposed Substitute Ordinance 2020-0177.2 which would make an emergency appropriation of $54.4 million, passed out of committee on May 5, 2020, with a “Do Pass” recommendation. The Ordinance was amended in committee with Striking Amendment S1 which is described in the AMENDMENT section below, which was amended with the following line amendments:

1. Amendment 3 – Amend the requirements related to the $3 million Small Business Relief Program appropriated to PSB as follows:
a. $2,500 to every King County local chamber of commerce and community based organization in the county whose primary mission is to provide marketing and technical assistance to small businesses in King County communities;
b. $250,000 to provide $25,000 grants to local chambers of commerce and community based organizations in the county whose primary mission is to provide marketing and technical assistance to small businesses in King County communities; and
c. Remaining monies to provide grants of up to $5,000 to small businesses.
The amendment would also require a workgroup to convene to develop implementation guidelines to the relief program.

2. Amendment 4 – Ensure that the $1,000,000 allocated to OESJ to support the community response fund, be prioritized to organizations that have not already directly received grants from the COVID-19 community response fund. [Adding the word “directly”]

3. Amendment 5 – Increase the appropriation for the DLS – Small Business Relief Program from $2,000,000 to $4,000,000 and double the allocation for the grants program, partnership with local chambers, and translation services.

4. Amendment 8 – Specifies farms and associated businesses as small businesses that are eligible to seek relief from the department of local services’ small businesses relief program.

5. Amendment 12 – Proviso $1.2 million of FMD Capital appropriation to require the executive to transmit a report providing rationale on the use of the Renton Red Lion motel as a county isolation and quarantine, assessment and recovery and shelter deintensification site located on South Grady Way and rationale for any extension, renewal or lease of the Renton Red Lion motel as county isolation and quarantine, assessment and recovery and shelter deintensification site.

6. Amendment 13.1 – The amendment would amend the phrase “geographically balanced” to “geographically balanced accounting for need” for all expenditure restriction language related to appropriations for Tourism (Lodging Tax funds).

The committee did not take up Title Amendment T1 and deferred update to the Title Amendment to the Council meeting.




SUBJECT

An ordinance to make an emergency supplemental appropriation to support activities related to the COVID-19 public health emergency.

SUMMARY

The first emergency supplemental appropriation ordinance[footnoteRef:1], adopted on March 10th, appropriated a total of $27.4 million to support activities related to the COVID-19 public health emergency. Proposed Ordinance 2020-0177 (April COVID-19 Emergency Omnibus) would be the second emergency supplemental appropriation ordinance to support activities related to the COVID-19 public health emergency. The proposed ordinance would make a total supplemental appropriation of $54.4 million of which $1.5 million would be made to general fund agencies, $22.0 million[footnoteRef:2] to non-general fund agencies, and $30.9 million to the capital improvement program. [1:  Ordinance 19066.]  [2:  The total does not include double budgeting of lodging tax appropriations of $1 million to Housing and Community Development and $2 million to Cultural Development Authority.] 


Notably, the proposed ordinance would appropriate $13 million and make an advance on future lodging tax revenues to support tourism, arts & culture, and homeless youth activities. An interfund loan would provide the advance of funds for this year which would be repaid using future lodging tax revenues starting in 2021. The proposed ordinance would also appropriate $2 million for a relief program to support small businesses in unincorporated King County.

Executive staff indicate that most of the appropriation included in the proposed ordinance would be funded by state monies and federal monies that are currently, or will be, available to the county from the Coronavirus Aid, Relief, and Economic Security (CARES) Act including Federal Emergency Management Agency (FEMA)’s disaster relief funding, and the Treasury Department's Coronavirus Relief Fund (Section 5001).

Striking Amendment S1 and Title Amendment T1 has been prepared for consideration.

ANALYSIS

Monthly COVID-19 Emergency Omnibus.   Proposed Ordinance 2020-0177 (April COVID-19 Emergency Omnibus) would be the second emergency supplemental appropriation ordinance to support activities related to the COVID-19 public health emergency. The executive expects to transmit a third emergency supplemental appropriation ordinance at the end of May. Table 1 below shows a summary of the supplemental appropriations to-date related to the COVID-19 public health emergency. 

Table 1. Summary of COVID-19 Emergency Supplemental Appropriations[footnoteRef:3] [3:  Total appropriation amounts do not include double budgeted appropriation items.] 


	Month
	
	Ordinance
	
	Operating
	
	Capital
	
	Total

	March Omnibus
	
	19066
	
	$12.3 million
	
	$15.1 million
	
	$27.4 million

	April Omnibus
	
	PO 2020-0177
	
	$23.5 million[footnoteRef:4] [4:  The total does not include double budgeting of lodging tax appropriations of $1 million to Housing and Community Development and $2 million to Cultural Development Authority.] 

	
	$30.9 million
	
	$54.4 million

	May Omnibus
	
	TBD
	
	
	
	
	
	

	
	
	TOTAL
	
	$35.8 million
	
	$46.0 million
	
	$81.8 million




Summary of PO 2020-0177.   Table 2 below provides a summary of the proposed appropriation items included in the proposed ordinance. Additional details for each item are provided in the subsequent subsections following Table 2.

Table 2. Summary of PO 2020-0177 (April COVID-19 Emergency Omnibus)

	Fund
	
	Description
	
	Amount

	Office of Equity and Social Justice
	
	To expand funding for the COVID-19 Community Response Fund to support ongoing needs of the community

	
	$1,000,000

	Assessments
	
	Laptops and related IT equipment to allow employees to work remotely

	
	$95,000

	Adult and Juvenile Detention
	
	Two full body security screening systems to minimize physical contact and support social distancing requirements
	
	$410,000

	Department of Local Services (DLS)
	
	Relief program to provide grants to small businesses in unincorporated King County and  provide technical support, including translation services, to small businesses in consultation with local chambers of commerce
	
	$2,000,000

	Public Health
	
	Support MOA that would provide 25% premium pay and an additional $4/hour for nights and weekends for public health nurses deployed to Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites
	
	$483,000

	Housing and Community Development
	
	Increase expenditure authority of $3.3 million for the Community Development Block Grant and $964,006 in Emergency Solution Grant

	
	$4,308,000[footnoteRef:5] [5:  Does not include the double budgeting of lodging tax appropriations of $1 million.] 


	FMD Operating
	
	Expand operating capacity to support newly added Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites: Bellevue, Renton, and Sea-Tac
	
	$2,200,000

	FMD Capital
Long Term Leases
	
	Leasing costs for seven Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites across the county

	
	$5,719,000

	FMD Capital Building Repair and Replacement
	
	Additional costs for the placement and installation of modular units as Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites across the county and $150K to install fencing around Maleng Regional Justice Center
	
	$25,199,000

	Lodging Tax Tourism
	
	Advance of future lodging tax revenues to help stabilize tourism destinations throughout the county by funding the following: (1) $8 million to Visit Seattle and Seattle Southside for a tourism campaign; (2) $2 million to 4Culture to provide relief funds to arts, culture, heritage, and preservation organizations throughout the county; (3) $1 million to science organizations; (4) $250,000 for arts education; and (5) $750,000 for live music venues
	
	$12,000,000

	Lodging Tax Homeless Youth Services
	
	Advance of future lodging tax revenues to support DCHS – Housing and Community Development to provide grants to organizations that provide programs to homeless youth

	
	$1,000,000

	
	
	TOTAL
	
	$54,414,000




Office of Equity and Social Justice: COVID-19 Community Response Fund  
The proposed ordinance would add an additional $1 million to the COVID-19 Community Response Fund, administered by the Office of Equity and Social Justice, which would provide grants to community based organizations to address needs in their community such as health literacy, cultural sensitivity, community outreach, ethnic media outreach or anti-hate and bias incidence.

The first COVID-19 emergency supplemental appropriation ordinance appropriated $1 million to establish the COVID-19 Community Response Fund. The following provides a summary of how the initial funds were expended:
· $800,000 to the community based organizations listed[footnoteRef:6] which included $100,000 to the COVID-19 Community Response Fund Alliance[footnoteRef:7] which is an alliance of 18 community based organizations;  [6:  List of grant recipients can be found here: https://www.kingcounty.gov/~/media/elected/executive/equity-social-justice/2020/COVID-19/COVID-19_Community_Response_Fund_Grantees.]  [7:  https://www.facebook.com/covid19CRA/.] 

· $50,000 to support work on Anti-Hate/ Bias Responses[footnoteRef:8];  [8:  Recipients include: COVID-19 Community Response Fund Alliance c/o Coalition of Immigrants Refugees and Communities of Color ($15,000); Seattle Chinatown International District Preservation and Development Authority ($15,000]; Somali Community Service of Seattle ($5,000); United Indians of All Tribes Foundation ($10,000); and Headwater People / Matt Echohawk Hayashi ($2,000).] 

· $50,000 to support the county’s ongoing language access activities including creating a COVID-19 Resource Guide; and
· $100,000 to the Seattle Foundation’s COVID-19 Response Fund[footnoteRef:9]. [9:  https://www.seattlefoundation.org/communityimpact/civic-leadership/covid-19-response-fund.] 


Department of Assessments: Laptops and related IT Equipment
The proposed ordinance would appropriate $95,000 for laptops and related IT equipment to allow employees to work remotely.  According to the fiscal note, the Department of Assessments has been designated as an essential service during the COVID-19 public health emergency. The proposed appropriation would allow the department to continue to collect property taxes and provide services to taxpayers while protecting employee safety and health through a virtual office strategy which includes deployment of laptops to all staff. The fiscal note also states that the transition from workstations to laptops using lease equipment from KCIT was well underway and was included in the 2019-2020 adopted biennial budget. However, the COVID-19 public health emergency required the department to speed up the transition to laptops by making purchases through external vendors since KCIT was unable to supply the necessary equipment within the required time frame.   

Adult and Juvenile Detention: Body Scanners
The proposed ordinance would appropriate $410,000 to acquire two dual-view full body security screening systems to minimize physical contact and support social distancing requirements in response to the COVID-19 public health emergency. The fiscal note states the screening systems would also limit liability risk and detect weapons, drugs and other concealed contraband items.

Department of Local Services (DLS): Small Business Relief Program in Unincorporated King County (UKC)
The proposed appropriation would appropriate $2 million to implement a small business relief program in UKC. The fiscal note states that the appropriated monies would be used for the following:

· $1.75 million would be used to provide grants to small businesses physically located in UKC that are impacted by the COVID-19 public health emergency. Executive staff state that grants of up to $5,000 would be awarded for any small business with the following criteria:
· 15 employees or less;
· Annual gross revenues of less than $1.5 million; 
· Has been in business for at least 3 years; and
· Has not already received grants, loans, or business lease/mortgage relief related to the COVID-19.

Executive staff state that the $5,000 award limit was determined by assessing the gaps that currently exist in COVID-19 financial relief programs offered by the federal, state, and non-profits for small businesses in UKC. Executive staff assessed that the smallest businesses typically do not have the expertise needed to utilize, are not aware of, or do not have access to these particular relief programs. Therefore, the $5,000 amount would be very attractive to these small businesses and would help with their three most immediate expenses which include lease, payroll, and utilities.

The fiscal note states that in general, there has been more relief support for small businesses available in larger cities. In addition, more established small businesses are able to react more swiftly to finite COVID-19 financial relief programs. As a result, the Executive has concluded that small businesses in UKC, including those owned by immigrants, refugees, and communities of color, have not been able to benefit from relief funds made available by other jurisdictions. 

According to the fiscal note, there are 27,000 registered businesses in UKC and Executive staff estimate that several thousand would be eligible for the proposed relief program. The proposed appropriation of $1.75 million would fund at least 3,500 small businesses. Executive staff state that they will partner with community based organizations, Community Development Financial Institutions (CDFIs), and/or local chambers of commerce to help with the distribution of the grants.

· $200,000 would be used to contract with local chambers of commerce to provide technical assistance services to small businesses and to conduct outreach activities to connect small businesses with local chambers of commerce. The technical assistance would help small businesses navigate and submit applications for federal, state, local, private or philanthropic funding to mitigate impacts associated with the COVID-19 public health emergency. Executive staff state that the recent 45% "open rate" of emails sent to 12,000 UKC businesses and recent oversubscribed webinars provided by DLS indicate that there is a demand for technical assistance services. The fiscal note states that technical assistance would be focused on businesses without established credit or banking relationships with SBA-backed banks.

· $50,000 would be used to provide translation services for small business owners that speak English as a second language. Executive staff state that they would amend the county’s existing contract for translation services to incorporate this service for small businesses. The appropriation would fund a three-month program which would include interpretive services and access to a language phone bank with services provided for six languages. Estimated costs would be $42,000 for interpretive services and $8,000 for the phone bank.

Executive staff state that DLS would have the infrastructure and capacity to implement and manage the relief program. DLS plans to work with both the Department of Community and Human Services (DCHS) and the Finance and Business Operation Division (FBOD), and enter into a partnership contract with a Community Development Financial Institution (CDFI) to call for applications, process applications, select grantees, and process payments.

Council staff inquired about whether the proposed relief program can be expanded countywide. Executive staff responded that a countywide process would involve significant coordination with cities and other entities, and would result in competing priorities, and other complications. Executive staff stated that such an expansion would make it difficult to get technical assistance services and grants to small businesses as quickly as possible since this would require negotiations, data sharing, coordination, and agreements with cities. Moreover, Executive staff state that this may prevent maximizing federal funding since mingling of similar federal revenue sources to provide grants to small businesses may disqualify cities and/or the county for reimbursement.

Public Health: Premium Pay for Public Health Nurses
The proposed appropriation would appropriate $483,000 to provide premium pay for public health nurses who are assigned to Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites. The premium pay would include a 25% premium on top of their current salary (for jail health services, the premium would be 10% on top of the existing 15% jail health premium), and an additional $4 per hour premium for nights and weekends (does not apply for jail health services). The breakdown of the appropriation includes:
· $318,000 for the premium pay;
· $83,000 for additional overtime pay; and
· $82,000 for PERS and FICA contribution from the premium pay.

Proposed Ordinance 2020-0179, which would approve and adopt a Memorandum of Agreement (MOA) with two bargaining units within the Washington State Nurses Association (WSNA), would memorialize the premium pay along with additional provisions such as orientation and training, personal protective equipment, assignment protocols, the potential need for mandatory overtime, a provision to allow nurses to refuse an assignment due to personal risk factors, and security at work sites. It would also provide temporary enhanced worker’s compensation and leave protocols for those who need to be quarantined. PO 2020-0179 is expected to be taken up at the May 12th Council meeting along with this proposed ordinance. The MOA’s provisions would retroactively take effect on March 13, 2020, the date that nurses first worked at the Kent COVID isolation/quarantine site, and would extend for the duration of the pandemic response effort. Executive staff state that the appropriation would cover 3 months of Assessment and Recovery, and Shelter De-Intensification site operations and 6 months of Isolation/Quarantine site operations. The proposed appropriation relied on the numbers of hours worked rather than the number of staff that would be impacted and therefore the proposed appropriation would cover the number of hours that would cover roughly 30 FTEs. 

Executive staff stated that premium pay is also being provided to other public health employees deployed to Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites, however, the appropriation for those employees would be included in the May COVID-19 Emergency Omnibus.

Housing and Community Development: CDBG and ESG
The proposed ordinance would appropriate $3.3 million to increase expenditure authority for the U.S. Department of Housing and Urban Development (HUD) Community Development Block Grant (CDBG) funds and $964,000 to increase expenditure authority for the U.S. Department of Housing and Urban Development Emergency Solutions Grant (ESG) funds. The additional allocation from the federal government would be used to prepare for, prevent, and respond to COVID-19. 

Executive staff state that these additional CDBG and ESG funds would be allocated in the same manner as guided by K.C.C. Title 24, which provides guidance on the use of all HUD funds. This includes review and recommendations from the Joint Recommendations Committee (JRC)[footnoteRef:10] of specific projects to ensure consistency with the consolidated housing and community development plan. The JRC is composed of county representatives and representatives from cities participating in a consortium established by an interlocal agreement. [10:  https://kingcounty.gov/depts/community-human-services/housing/consortium.aspx.] 


Facilities Management Division Operating: De-Intensification Sites
The proposed ordinance would appropriate $2.2 million to provide operating support to the newly added Shelter De-Intensification sites at the Bellevue Coast Hotel at 116th Avenue NE, Renton Red Lion at South Grady Way, and Sea-Tac Quality Inn at 192nd Street. Of the appropriation, $400,000 would be used for FMD salaries, wages, and benefits, and $1.8 million would be used for contract services.

Facilities Management Division Long Term Lease Capital: Leasing Costs for COVID-19 Sites
The proposed ordinance would appropriate $5.7 million to support leasing costs for Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites throughout the county. Table 3 below provides a breakdown of the expenditures that would be supported by this appropriation.

Table 3. Leasing Costs for Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification Sites Included in PO 2020-0177

	Site
	
	Amount

	Kent Econo Lodge Ground Lease[footnoteRef:11],[footnoteRef:12] [11:  1233 Central Avenue North, Kent.]  [12:  The Kent Econo Lodge was purchased by King County for $4 million through appropriation authority provided in the first COVID-19 emergency supplemental (Ordinance 19066), adopted on March 10, 2020.] 

	
	$6,448

	Issaquah Holiday Inn[footnoteRef:13] [13:  1801 12th Avenue NW, Issaquah.] 

	
	$2,100,000

	1215 E. Fir Street (former Records Center[footnoteRef:14]) [14:  Ordinance 18631, adopted on December 11, 2017, approved the sale of the Records Center facility to the Seattle Housing Authority.] 

	
	$180,000

	SODO Warehouse[footnoteRef:15] [15:  3301 6th Avenue S., Seattle.] 

	
	$1,071,329

	Renton Red Lion Motel[footnoteRef:16] [16:  1 S. Grady Way, Renton.] 

	
	$1,273,275

	Sea-Tac Quality Inn[footnoteRef:17] [17:  2900 S. 192nd Street, SeaTac.] 

	
	$366,100

	Bellevue Coast Hotel[footnoteRef:18] [18:  625 116th Avenue NE, Bellevue.] 

	
	$720,944

	TOTAL
	
	$5,718,096






Facilities Management Division BRR Capital: Isolation/Quarantine Modular Moves
The proposed appropriation would appropriate $25 million for the placement and installation of modular units as Isolation/Quarantine sites. Table 4 below provides a breakdown of the expenditures that would be supported by this appropriation. The proposed appropriation would also appropriate $150,000 to install fencing at the Maleng Regional Justice Center.

Council staff inquired about costs to restore Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites back to their original conditions. Executive staff state that appropriation authority to cover such costs may be included in future supplemental appropriation ordinances. However, given the uncertainty of when the sites would be closed, it is unknown when such appropriation requests would be proposed.

Executive staff anticipate that the White Center – Top Hat Isolation/Quarantine site may not need to open in the near future given capacity at other county Isolation/Quarantine sites. However, Executive staff also state that the site may need to open should the county see a second wave of COVID-19 infections.

Table 4. Appropriation Details for Isolation/Quarantine Modular Moves 

	Sites (Address)
	
	Capacity
	
	Ordinance 19066
	
	PO 
2020-0177
	
	Total

	Aurora (1132 N 128th St.)
	
	24
	
	$3,382,500
	
	$445,464
	
	$3,827,964

	White Center (206 SW 112th St.)
	
	32
	
	$3,382,500
	
	$837,771
	
	$4,220,271

	Elliott Modular (531 Elliott Ave.)
	
	72
	
	$3,420,000
	
	($120,000)
	
	$3,300,000

	SODO Warehouse (1039 6th Ave.)
	
	250
	
	
	
	$12,200,000
	
	$12,200,000

	Harbor Island (3235 16th Ave. SW)
	
	24
	
	
	
	$243,968
	
	$243,968

	Shoreline (19030 1st Ave.)
	
	140
	
	
	
	$4,500,000
	
	$4,500,000

	Bellevue (13620 SE Eastgate)
	
	140
	
	
	
	$4,500,000
	
	$4,500,000

	SUBTOTAL
	
	682
	
	$10,185,000
	
	$22,607,203
	
	$32,792,203

	CONTINGENCY (7.5%)
	
	
	
	
	
	$2,441,630
	
	$2,441,630

	
	
	TOTAL
	
	$10,185,000
	
	$25,048,833
	
	$35,233,833




Future Lodging Tax Revenues: Tourism
The proposed ordinance would appropriate $12 million to stabilize tourism destinations throughout the county by supporting county tourism organizations; 4Culture’s relief and response efforts to arts, culture, heritage, and preservation organizations; and science organizations, arts education, and live music venues. According to the fiscal note, the Executive proposes this appropriation as an investment in the future of the lodging tax revenue stream. The proposed appropriation would be funded through an advance of future lodging tax revenues that would be collected beginning on January 1, 2021. The advance would be supported by an interfund loan[footnoteRef:19] that would need to be approved by the Executive Finance Committee (EFC).  The EFC anticipates taking up approval of the interfund loan once Council takes action on this proposed ordinance. [19:  The current interfund loan rate is about 2.25%.] 


The $12 million would include the following:

· $8 million to Seattle-King County Convention and Visitors Bureau ("Visit Seattle") and Seattle Southside Regional Tourism Authority ("Seattle Southside") to support targeted advertising campaigns in an effort to ramp up tourism once there is a relaxing of social distancing rules. Executive staff state that they intend to allocate $6 million to Visit Seattle and $2 million to Seattle Southside. 

Executive staff state that the objective of the campaign will be to drive tourism and the associated economic impact back to the county as quickly as possible to pre COVID-19 levels to bolster the lodging tax revenue stream.  Executive staff also state that the two organizations would focus their campaigns on local, regional, drive markets, and key fly markets (SFO, LAX, DEN). The strategies would include:
· A focus on getting locals back into restaurants, arts & cultural institutions, attractions, retail and hotels;
· Educating consumers on the power of their spending and the benefits to the entire King County region; and
· Highlighting reasons and urgency to book travel. 

The communication channels would include public relations, media hosting, paid media, organic and paid social, and other toolkits shared broadly with partners to amplify campaign messaging. 

· $2 million to 4Culture to provide relief grants to arts, culture, heritage, and preservation organizations throughout King County. 4Culture staff state that they intend to use $1 million of the proposed appropriation to support their Cultural Relief Fund. The fund was established on April 1st with an initial investment of $1 million and the proposed appropriation would increase the fund to $2 million. Thus far, three rounds of grants have been awarded and there is a weekly panel review process in place. The goal of the fund is to disburse grants as widely as possible to prevent permanent closures.

4Culture staff state the remaining $1 million would support the establishment of a Reopen Fund which would support costs to help organizations restart operations and collect revenue once there is a relaxing of social distancing rules. 4Culture plans to allocate an additional $1 million from its 2020 budget, bringing the Reopen Fund to $2 million.

· According to the fiscal note, $2 million, administered by the Office of Performance, Strategy, and Budget (PSB), would provide relief to help stabilize tourism destinations throughout the county by supporting the following:
· $1 million – science organizations;
· $250,000 – arts education and institutions; and
· $750,000 – live music venues

Executive staff stated that grants to live music venues would apply to small, independently owned live music venues with capacity less than 1,000.

Ordinance 18788 and Future Lodging Tax Allocations
RCW 67.28.180 requires that future lodging tax revenues for the county be used for the following three categories: (1) arts and culture; (2) transit oriented development affordable housing and homeless youth services; and (3) tourism. Table 5 below summarizes the requirements as outlined by RCW 67.28.180. In September 2018, the Council adopted Ordinance 18788 which authorized a new funding agreement and amendment to the existing financing agreement with the Washington State Major League Baseball Stadium Public Facilities District, and outlined the Council’s intent on the allocation of lodging tax revenues that would be collected beginning on January 1, 2021. The allocation intent comports with RCW 67.28.180. 

As stated in the previous subsection of the staff report, the appropriation in the proposed ordinance would be funded through an advance of future lodging tax revenues. More specifically, the $12 million would be funded by an advance of future lodging tax revenues earmarked to support tourism. Ordinance 18788 intends that a total of $9 million be allocated for tourism from 2021 to 2029. However, the Executive is proposing that the allocation for tourism be increased to $21 million from 2021 to 2029, which would be a $12 million increase to support the appropriation included in the proposed ordinance. 

Since Ordinance 18788 allocates all future lodging tax revenues to the three categories, an increase to tourism would result in a decrease to the transit oriented development affordable housing (TOD). The Executive proposes that the $12 million additional allocation to tourism would not impact the allocation to TOD since the difference would be made up by savings from a lower interest rate on the $187 million of TOD bonds that have already been appropriated by the Council. Ordinance 18788 assumed an interest rate of 5.5% for the TOD bonds which would result in the use of $367 million of lodging tax revenues from 2021 through 2043. Due to the recent economic volatility and the Federal Reserve’s lowering of interest rates, the Executive proposes a new interest rate assumption of 4.0% which would lower the use of lodging tax revenues to $318.5 million for the TOD Bonds. Table 6 below provides a comprehensive summary of the total lodging tax allocation from 2021 through 2043 as allocated by Ordinance 18788 and as proposed by this appropriation ordinance.

[bookmark: _GoBack]It should be noted that the Council would need to amend Ordinance 18788 to memorialize the Executive’s proposal to increase the tourism allocation by $12 million. However, since Ordinance 18788 pertains to future lodging tax revenues, Executive staff believe that any legislation amending the ordinance would not satisfy the “necessary and routine” requirement to qualify as an agenda item to be taken up at virtual council meetings during the COVID-19 “Stay Home – Stay Healthy” order. Recognizing this limitation, the Executive has not transmitted legislation to amend Ordinance 18788. Executive staff state that they would transmit the legislation when the Council resumes normal meetings.
Table 5. Future (2021 and onwards) Lodging Tax Allocation Requirements 
as per RCW 67.28.180[footnoteRef:20]. [20:  In 2011, the Washington State Legislature passed ESSB 5834 (Enacted as Chapter 38, Laws of 2011. Effective August 24, 2011) to amend RCW 67.28.180 to establish requirements on the allocation of the county imposed 2% lodging (hotel/motel) tax revenues starting 2021 and onwards.] 


	Category
	
	Requirement
	
	Additional Requirements

	
Arts and Culture
	
	
At least 37.5% for art museums, cultural museums, heritage museums, the arts, and the performing arts

	
	
K.C.C. 2.49.170 requires all lodging tax revenues to be transferred to 4Culture


	Affordable Housing and Homeless Youth Services
	
	At least 37.5% for the following:

· Nonprofit organizations or public housing authorities for affordable workforce housing within one-half mile of a transit station (Transit-Oriented Development Affordable Housing);

· Services for homeless youth;

· Repay general obligation or revenue bonds for affordable housing or sustainable workplace opportunities near a community impacted by the construction or operation of tourism-related facilities authorized by a community preservation and development authority

	
	TOD affordable housing allowed usage includes contracts, loans or grants

TOD affordable housing allowed to repay general obligation bonds or revenue bonds

TOD affordable housing allowed for capital uses only

Not allowed for services for homeless adults



	Tourism
	
	At most 25% must be used for capital or operating programs that promote tourism and attract tourists to the county

	
	Tourism means economic activity resulting from tourists, which may include sales of overnight lodging, meals, tours, gifts, or souvenirs[footnoteRef:21] [21:  RCW 67.28.080(5).] 






Table 6. Summary of Future (2021 – 2043) Lodging Tax Allocation Scenarios.

	
	
	
	
	
	
	Proposed Allocation 
(w/ $12 mil to Tourism)

	Category
	
	Allocation Details
	
	Ordinance 18788 Allocation
	
	March 31st Prelim Forecast
	
	April 30th Prelim Forecast

	AUGUST 2018 OEFA FORECAST
	
	
	
	
	
	

	
Arts and Culture
	
	
Building 4 Culture debt service
	
	
$3.0 mil 
	
	
$3.0 mil
	
	
$3.0 mil 

	
	
	Building 4 Equity repayment
	
	$0.0 mil
	
	$20.2 mil
	
	$20.2 mil

	
	
	4Culture
	
	$493.0 mil
	
	$469.1 mil
	
	$462.3 mil

	
Affordable Housing 
&
Homeless Youth 
	
	
TOD1 $87m bond debt service
	
	
$154.5 mil
 
	
	
$134.2 mil
	
	
$134.2 mil

	
	
	TOD2 $100m bond debt service
	
	 $212.5 mil 
	
	$184.3 mil
	
	$184.3 mil

	
	
	Homeless Youth Services (HYS)
	
	$34.4 mil
	
	$34.1 mil
	
	$33.7 mil

	
	
	Unallocated
	
	 $258.9 mil
	
	$290.5 mil
	
	$282.1 mil

	
Tourism
	
	
Tourism ($25K/yr to Savor Snoq.)
	
	
$9.0 mil
	
	
$21.1 mil
	
	
$20.5 mil

	
	
	Building 4 Culture debt service
	
	$22.3 mil
	
	$22.3 mil
	
	$22.3 mil

	
	
	Washington State MLB PFD
	
	$135.1 mil
	
	$133.9 mil
	
	$132.0 mil

	
	
	SUBTOTAL
	
	 $1,322.6 mil 
	
	$1,312.7 mil
	
	$1,294.6 mil

	EXCESS OF AUGUST 2018 OEFA FORECAST
	
	
	
	
	
	

	
	
	
Kent Special Events Center PFD
	
	
$0
	
	
$2.0 mil
	
	
$2.0 mil

	
	
	4Culture
	
	$0
	
	$33.7 mil
	
	$31.4 mil

	
	
	Unallocated TOD & HYS
	
	$0
	
	$8.7 mil
	
	$8.1 mil

	
	
	Tourism
	
	$0
	
	$36.8 mil
	
	$34.2 mil

	
	
	Washington State MLB PFD
	
	$0
	
	$8.7 mil
	
	$8.1 mil

	
	
	SUBTOTAL
	
	 $0 
	
	$89.8 mil
	
	$83.8 mil

	
	
	TOTAL
	
	 $1,322.6 mil 
	
	$1,402.7 mil
	
	$1,378.4 mil










Future Lodging Tax Revenues: Homeless Youth Services
The proposed appropriation would appropriate $1 million to support organizations providing programs to homeless youth. The program would be administered by Department of Community and Human Services – Housing and Community Development Division. The proposed appropriation would be funded through an advance of future lodging tax revenues that would be collected beginning on January 1, 2021. The advance would be supported by an interfund loan[footnoteRef:22] that would need to be approved by the Executive Finance Committee (EFC).  The EFC anticipates taking up approval of the interfund loan once the Council takes action on this proposed ordinance. [22:  The current interfund loan rate is about 2.25%.] 


Similar to the tourism allocation above, Ordinance 18788 outlines the Council’s intent of future lodging tax allocation for homeless youth services. As shown in Table 6 above, the allocation amount for homeless youth services from 2021 through 2043 is approximately $34.4 million, which would be on average $1.5 million per year. The Executive is not proposing to change the allocation for homeless youth services and therefore an amendment to Ordinance 18788 would not be necessary for this proposed appropriation.

Executive staff state that the goal of this funding is to expand homeless youth shelters to operate 24/7 to accommodate homeless youth that have nowhere to go due to the COVID-19 public health emergency. The following provides the Executive’s intent on how the appropriation would be used:
· $350,000 for de-intensification of shelters and day centers serving homeless youth; 
· $350,000 to increase hours of operations for services serving homeless youth;
· $100,000 for the Washington State Student & Youth Homelessness COVID-19 Response Fund to serve homeless youth in the county; and
· $200,000 for meeting basic needs (such as food, digital access, and hygiene) of homeless youth throughout the COVID-19 public health emergency.

Executive staff indicate that the total need remains unknown until they determine how long the county will need to de-intensify shelters and continue with social isolation guidance. DCHS is continuing to outreach to youth homelessness providers throughout the county to identify emergent needs, and have received the following requests thus far:
· $23,000 for 8 weeks for the YMCA Arcadia Shelter in Auburn for additional staffing, supplies, and facilities costs;
· $60,000 per month for Friends of Youth’s Landing shelter in Redmond for additional staffing, supplies, and facilities costs for their Landing shelter (and potential expanded location); and
· Support for the Building Changes/Raikes Foundation for the Washington State Student and Youth Homelessness COVID-19 Response Fund.

Executive staff state that they are continuing to work with these organizations and other stakeholders (such as eastside jurisdictions) to determine the exact amount needed now and in the future.

In addition, Executive staff state that they are considering investments in the Washington State Student and Youth Homelessness COVID-19 Response Fund in order to leverage additional resources that would be available through the Raikes Foundation and other foundations, and to leverage the expertise and capacity of Building Changes to award and contract funds at a time when DCHS staff capacity is substantially focused on work related to the COVID-19 public health emergency. Executive staff also note that investments to this Response Fund would align with the county’s equity values as Building Changes is experienced in serving marginalized and underserved populations and responding to the evolving needs of the homeless youth population.

Revenue Sources to Support COVID-19 Emergency Supplementals.   Executive staff indicate that most of the appropriation included in the proposed ordinance would be funded by state monies that may be available for the COVID-19 public health emergency, and federal monies that are currently, or will be, available to the county from the Coronavirus Aid, Relief, and Economic Security (CARES) Act. The CARES Act provides relief to state and local governments through a variety of federal programs, such as Federal Emergency Management Agency (FEMA)’s disaster relief funding, Housing and Urban Development's (HUD) Community Development Block Grants, the Public Health and Social Services Emergency Fund through the Department of Health and Human Services, the Federal Reserve's municipal liquidity facility, and the Treasury Department's Coronavirus Relief Fund (Section 5001), among others. It should be noted that during the week of April 20, 2020, the county received $262 million from the Treasury Department's Coronavirus Relief Fund.

The Treasury Department’s Coronavirus Relief Fund provides the most flexibility for the county to use relief monies to support the county’s efforts concerning the COVID-19 public health emergency. Executive staff indicate they are making an effort to ensure that the county exhausts all other available state and federal funding before utilizing the $262 million from the Coronavirus Relief Fund. Executive staff indicate that most of the expenditures related to Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites may be reimbursed through FEMA. However, FEMA reimbursements require local governments to cover 12.5% of the total expenditures. Executive staff indicate that there is still an outstanding question on whether the state would cover that portion on behalf of the county. If the state decides not to cover that cost, the county would then use the Relief Fund monies for coverage. Executive staff is uncertain how much of the $262 million would be available to be used for specific purposes in response to the COVID-19 public health emergency given these uncertainties. PSB Director Dively stated in a prior Council meeting that he is requesting input from Councilmembers on how the balance of these funds could be used. 

Revenue Outlook.   The latest adopted Office of Economic and Financial Analysis (OEFA) revenue forecast for the county is based on data available as of March 1, 2020[footnoteRef:23]. Therefore, the adopted forecast does not include impacts from the COVID-19 public health emergency. However, since that time, OEFA has published a monthly interim forecast of county funding streams that are based on sales tax revenues. The April 30th interim forecast is shown on Table 7 below. The table compares the revenues from the April 30th interim forecast with the adopted March 1st OEFA forecast. [23:  https://kingcounty.gov/independent/forecasting.aspx.] 


Table 7. Office of Economic and Financial Analysis (OEFA)
Interim Forecast for April 30, 2020.

[image: ]

The next OEFA revenue forecast would be available in August, however, given the COVID-19 public health emergency, OEFA plans to publish its next forecast in late May / early June, in addition to publishing an August forecast. 

OEFA also publishes a monthly revenue memo that provides the actual revenues collected for most of the county’s revenue streams.  Table 8 below shows the actual revenues collected as of April 2020, and compares them to the latest revenue forecast. The data shows that county revenue streams based on property tax remain positive, however, those revenue streams based on sales tax show a decline.

Table 8. Year-to-Date Actual County Revenues as of April 2020.
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AMENDMENT

The Budget Chair has prepared Striking Amendment S1 which would make the following changes:

7. Office of Equity and Social Justice – 
a. Adds an expenditure restriction to specify that the appropriation be used solely to support OESJ’s COVID-19 community response fund and establishes additional criteria.

8. DLS – Small Business Relief Program (unincorporated King County)
a. Modifies the expenditure restriction to breakdown the $2 million appropriation as intended by the Executive:
i. $1.75 million for grants to small businesses;
ii. $200,000 to partner with local chambers of commerce and community based organizations to provide support to small businesses; and
iii. $50,000 to provide translation services to small businesses; and
b. Establishes criteria and other requirements for the grant program to small businesses. 

9. PSB – Small Business Relief Program (countywide)
a. Adds $3 million and a related expenditure restriction to implement a small business relief program throughout the county;
b. Provides a breakdown of the $3 million:
i. $2.5 million for grants to small businesses;
ii. $425,000 to partner with local chambers of commerce, merchant associations and community based organizations to provide support to small businesses; and
iii. $75,000 to provide translation services to small businesses;
c. Establishes criteria and other requirements for the grant program to small businesses; and
d. Requires the Office of Performance, Strategy and Budget convene a workgroup with various stakeholders to determine approach to implementation of the program.

10. Lodging Tax – Tourism
a. Modifies the expenditure restriction to allocate $6 million to Seattle-King County Convention and Visitors Bureau ("Visit Seattle"), and $2 million to Seattle Southside Regional Tourism Authority ("Seattle Southside") as intended by the Executive; 
b. Requires Visit Seattle to consider developing campaigns to be geographically balanced and to promote tourist destinations located in historically disadvantaged communities;
c. Requires Seattle Southside to consider developing campaigns to promote tourist destinations located in historically disadvantaged communities; and
d. Suggests Visit Seattle and Seattle Southside consult with Councilmembers on identifying tourist destinations located in historically disadvantaged communities.

11. Lodging Tax – Science Organizations, Organizations that provide arts, culture and science education programs, and Live Music Venues
a. Adds separate expenditure restrictions to specify $1 million to science organizations; $250,000 to arts, culture and science organizations that provide education programs; and $750,000 to live music venues, as indicated in the Executive transmitted fiscal note;
b. Requires consideration that grants be geographically balanced throughout the county and consideration be given to historically disadvantaged communities; and
c. Requires the Office of Performance, Strategy and Budget consult with Councilmembers in developing parameters, definitions, and criteria to select grantees for all three grant programs.

12. Lodging Tax – Homeless Youth Services
a. Adds an expenditure restriction to specify that the appropriation be used to provide grants to organizations providing programs and shelters to homeless youth throughout the county but outside the city of Seattle, executive consider that the grants provided are geographically balanced throughout the county, and use proven successful outcomes as a criterion.

13. FMD – Operating
a. Adds an additional $500,000 and a related expenditure restriction for a mitigation fund for cities to recover documented costs related to the county’s isolation and quarantine, assessment and recovery, and shelter deintensification sites.

14. Makes councilmanic grants allocations for CSO and VSHSL – Support Local Solutions to support activities related to COVID-19.

15. As suggested by the Attorney General’s Office, adds requirement that all awarded grants require that the grantee spend grant proceeds in a manner that provides economic benefit to the county which may be detailed in the grant agreement or will be described in other documentation.

16. Makes other technical edits and corrections.

Title Amendment T1 would make changes to align with Striking Amendment S1.
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2019 2020 2021 2022

Taxable Sales (3-1-20) $76,500,000,000 $77,469,965,753 $81,135,016,967 $84,440,507,443

Taxable Sales-Pessimistic (4-30-20) $76,500,000,000 $48,632,850,000 $49,632,510,000 $63,786,650,000

% Change -37.2% -38.8% -24.5%

Taxable Sales-Expected (4-30-20) $76,500,000,000 $56,690,833,852 $65,944,255,962 $75,704,876,316

% Change -26.8% -18.7% -10.3%

 

Local & Option (3-1-20) $137,639,197 $139,287,040 $145,875,312 $151,818,362

Local and Option (4-30-20) $137,639,197 $102,413,817 $119,130,422 $136,763,297

% Change   -26.5% -18.3% -9.9%

Metro (3-1-20) $684,963,001 $694,127,745 $726,966,133 $756,583,181

Metro (4-30-20) $684,963,001 $508,892,996 $592,055,536 $679,776,379

% Change   -26.7% -18.6% -10.2%

MIDD (3-1-20) $74,773,247 $75,659,924 $79,239,309 $82,467,567

MIDD (4-30-20) $74,773,247 $55,469,337 $65,534,053 $74,095,625

% Change 0.0% -26.7% -17.3% -10.2%

CJ Tax (3-1-20) $15,478,459 $15,768,757 $16,514,758 $17,187,580

CJ Tax (4-30-20) $15,478,459 $11,386,428 $13,247,182 $15,442,731

% Change 0.0% -27.8% -19.8% -10.2%

KC Hotel Tax (2%) (3-1-20) $35,876,830 $35,255,297 $38,707,349 $40,521,401

KC Hotel Tax (2%) (4-30-20) $35,876,830 $18,092,856 $26,384,952 $31,621,813

% Change   -48.7% -31.8% -22.0%

Car Rental (3-1-20) $4,195,183 $4,065,927 $4,257,614 $4,325,576

Car Rental (4-30-20) $4,229,570 $2,232,638 $3,210,220 $3,852,265

% Change   -45.1% -24.6% -10.9%

Gambling (3-1-20) $2,486,780 $2,366,516 $2,517,167 $2,506,558

Gambling (4-30-20) $2,486,780 $1,236,294 $1,790,524 $2,254,060

% Change   -47.8% -28.9% -10.1%

Pool Rate (3-1-20) 2.25% 1.70% 1.25% 1.50%

Pool Rate (4-30-20) 2.25% 1.40% 0.80% 0.60%

Actual/Forecast Annual Values
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