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COMMITTEE ACTION

	
Proposed Substitute Motion 2015.0288.2, which would approve the Building For Culture Program, passed out of committee on July 22, 2015, with a “Do Pass” recommendation. The motion was amended in committee with Amendment 1 to provide greater flexibility on funding awards and clarify project readiness for funding.





SUBJECT

Proposed Motion 2015-0288 would approve the Building For Culture Program, a partnership between King County and 4Culture that would use bonds backed by the hotel-motel tax to build, maintain, expand, preserve, and improve new and existing cultural facilities.

SUMMARY

Proposed Motion 2015-0288 is the first of several legislative actions that would be necessary to create and implement the Building For Culture Program. The Building For Culture Program would provide capital funding for arts, cultural and heritage programs, as well as for the preservation of landmark buildings. The motion before the committee today would approve the concept of the program and allow 4Culture to begin soliciting proposals for funding. Future legislative action would be needed to approve appropriation authority for the program and to issue bonds to fund the projects. 

The program is proposed to be funded by approximately $20 million in bonds, which would be backed by a portion of King County’s hotel-motel tax.[footnoteRef:1] State law gives King County the authority to levy a two percent hotel-motel tax to be used over time to: (1) repay the bonds for the Kingdome stadium[footnoteRef:2] and, if fully paid, to fund arts and culture (from 2013-2015); (2) pay the bonds for the football stadium and exhibition center (from 2016-2020); and (3) provide funding for a combination of arts and culture (37.5%), workforce housing (37.5%), and tourism promotion (25%) (beginning in 2021).[footnoteRef:3]  [1:  Also called a lodging tax]  [2:  KCC 4A.520]  [3:  RCW 67.28.180] 


King County was able to defease the Kingdome bonds in March 2015. The Executive estimates that more than $20 million will be collected through December 31, 2015, and will be transferred to 4Culture. A portion of these funds would be used by 4Culture to fund debt service payments for the proposed Building For Culture Program from 2016 through 2020. Beginning in 2021, King County would cover debt service payments from the tourism promotion portion of the hotel-motel tax. Early estimates anticipate the County would collect $7.5 milion annually from that portion of the tax.


BACKGROUND 

Arts and culture funding in King County. In 2002, the Council established a Cultural Development Authority,[footnoteRef:4] now known as 4Culture. The Cultural Development Authority was established to continue King County’s support for cultural resources, including arts, heritage, historic preservation, and public art. It was funded through public art fees and revenues, and other cultural fees and revenues, as well as the portion of the hotel-motel tax set aside for arts and cultural purposes.[footnoteRef:5]  [4:  Ordinance 14482]  [5:  RCW 67.28.180] 


The availability of hotel-motel tax funding has varied over time, based on the provisions of State law:

· From 2001 through 2012, 70 percent of the relevant portion of the hotel-motel tax was to be dedicated to “art museums, cultural museums, heritage museums, the arts, and the performing arts,” with the remaining 30 percent dedicated to stadium purposes, acquisition of open space, youth sports activities, and tourism promotion.[footnoteRef:6] [6:  RCW 67.28.180(3)(a)] 


· From 2013 through 2015, all of the relevant portion of the hotel-motel tax was to be used to retire the debt on the Kingdome.[footnoteRef:7] If the Kingdome debt was retired prior to December 31, 2015, all additional revenues collected through the end of 2015 were to be dedicated to arts and cultural purposes.[footnoteRef:8] [7:  Although the Kingdome was demolished in 2000, the County held approximately $80 million in debt on it at the time, most of that for roof repairs after a ceiling tile collapse in 1994.]  [8:  RCW 67.28.180(3)(b)] 


· From 2016 through 2020, all of the relevant portion of the hotel-motel tax is to be used for the football stadium and exhibition center.[footnoteRef:9] [9:  RCW 67.28.180(3)(c)] 


· After January 1, 2021, the relevant portion of the hotel-motel tax is to be allocated as follows:
· 37.5 percent to arts and cultural purposes;
· 37.5 percent to affordable workforce housing near transit stations or for services for homeless youth; and
· 25 percent for capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events.[footnoteRef:10]  [10:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)] 


Because of the variability over time in the amount of the hotel-motel tax dedicated to arts and culture, 4Culture established an endowment to support its operations through 2021. This endowment has been part of the Council’s budget discussions related to 4Culture over the last several years.



Components of the proposed Building For Culture Program. The proposed Building For Culture program would have three components: 

· Arts, Cultural & Heritage Program. This fund would be open to nonprofit arts, heritage and cultural organizations and eligible public agencies to fund capital costs related to acquisition, construction, or remodeling. It would set funding limits for projects of different sizes: 

· Projects with budgets up to $1 million, would be eligible for up to 25 percent of project costs;
· Projects with budgets between $1 and $10 million, would be eligible for up to 10 percent of project costs; and 
· Projects with budget greater than $10 million, would be eligible for up to five percent of project costs; 

· Preservation Program. This fund would be open to owners of national-, state-, or local-designated or eligible landmark properties to fund costs related to acquisition, stabilization, rehabilitation or restoration. Funding through this program would require a one-to-one match from the applicant. The minimum project budget, including match, would be $60,000. Funding awards would range from $30,000 to $250,000.

· Preservation Action Fund. This fund would provide direct funding for the acquisition, stabilization, or redevelopment of significant but endangered historic properties. This fund would be managed by King County Preservation Program, 4Culture, and Washington Trust for Historic Preservation through the establishment of a Preservation Action Fund Advisory Committee. Only properties outside the City of Seattle would be eligible. 

Funding. The Building For Culture Program is proposed to be funded through the issuance of approximately $20 million in King County bonds, with the final amount to be deteremined based on updated revenue forecasts. 

Debt service payments are proposed to be split between 4Culture and King County:

· 4Culture would fund debt service payments from 2016 through 2020, using a portion of the 2015 hotel-motel tax dedicated to 4Culture (per State law, 4Culture receives hotel-motel tax revenues accumulated between 2013 and 2015 in excess of the amount needed to defease the Kingdome bonds).

· King County would fund debt service payments beginning in 2021, using the tourism promotion portion of the hotel-motel tax. As noted above, beginning in 2021, 25 percent of the relevant portion of the hotel-motel tax is to be dedicated to capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events. Early estimates anticipate the County would collect $7.5 milion annually from the tourism promotion portion of the hotel-motel tax.

Timeline and Next Steps. 4Culture posted applications for funding on its web site on Friday, July 17, pending Council action. The application deadline for projects seeking funding for the Arts, Cultural & Heritage Program and the Preservation Program would be September 9, 2015. (Use of the Preservation Action Fund would be ongoing as projects are identified.) 

If the program is approved by the Council, 4Culture would conduct outreach to potential applicants and would then convene three independent peer panels composed of arts, heritage, and preservation professionals, and other community representatives. The panels would be organized by project size and focus:

· Panel One: Arts &Heritage projects with budgets under $1 million
· Panel Two: Arts & Heritage projects with budgets over $1 million
· Panel Three: Preservation Projects 

Each panel would be asked to hold an in-person conversation with each applicant and then make recommendations for funding. Following recommendations from the panels, funding recommendations would be forwarded to the 4Culture Advisory Committees, the 4Culture Board, and then to the Council (as part of an ordinance authorizing a bond sale to fund the projects) for final approval. As noted above, Council would also need to approve appropriation authority for the program. This approval is anticipated to be sought as part of the mid-biennium supplemental budget ordinance.

ANALYSIS

Proposed Motion 2015-0288 is the first of several legislative actions that would be necessary to create and implement the Building For Culture Program. As noted above, this program, if created, would provide capital funding for arts, cultural and heritage programs, as well as for the preservation of landmark buildings. 

The proposed motion would approve the concept of the program and allow 4Culture to begin soliciting proposals for funding. Future legislative action would be needed to approve appropriation authority for the program and to issue bonds to fund the projects. 

State law dictates that any excess revenues collected from the two percent hotel-motel tax after the repayment of the Kingdome bonds and prior to December 31, 2015, must be dedicated to arts and culture. The proposed motion is consistent with that requirement.

In addition, the proposed motion would also set several policy choices:

· It would provide that these funds, as well as some portion of future hotel-motel tax revenues for tourism promotion, are to be dedicated to one-time capital projects rather than to ongoing operating funds; and

· It would express the Council’s support for issuing bonds to fund these capital projects, to be backed by the excess hotel-motel tax revenues.

These are policy choices for the Council to make. These choices would be consistent with the fact that most of the funds to be used to back the proposed bonds are one-time funds that have resulted from the early repayment of the Kingdome bonds. Remaining bond payments, beginning in 2021, would be made from the portion of the hotel-motel tax dedicated to tourism promotion. Capital expenditures are permitted from that fund source.

The proposed motion would ensure ongoing Council oversight: Council approval by ordinance would be required to provide appropriate authority for the program and to issue bonds (including approval of the list of projects to be funded).  
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