ARTS AND CULTURE TRANSFER
ANALYST: GENE PAUL

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2025 Revised Budget Biennialized
	
	$34,746,608
	
	$83,513,594
	
	0.0
	
	0.0

	2026-2027 Base Budget Adjust.
	
	$0
	
	$0
	
	0.0
	
	0.0

	2026-2027 Decision Packages
	
	($2,000,650)
	
	$454,825
	
	0.0 
	
	0.0

	2026-2027 Proposed Budget
	
	$32,746,000
	
	$83,969,000
	
	0.0
	
	0.0

	% Change from prior biennium, biennialized
	
	(5.8%)
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium, biennialized
	
	(5.8%)
	
	
	
	
	
	

	Major Revenue Sources: Lodging Tax



DESCRIPTION

The Arts and Culture Transfer appropriation unit resides within the Lodging Tax Fund and is used to transfer revenues to the Cultural Development Authority appropriation unit, which are ultimately transferred to 4Culture, the Cultural Development Authority that administers King County’s arts, culture, and heritage programs. The portion of the County’s lodging tax receipts that is available for 4Culture is 37.5%, as designated by King County Ordinance 18788.

SUMMARY OF PROPOSED BUDGET AND CHANGES

The Executive's proposed 2026-2027 Biennial Budget would appropriate $32.7 million of lodging tax for the Arts and Culture Transfer to 4Culture. This appropriation is $2 million, or 5.8%, less than the revised 2025 biennialized budget. While lodging tax revenues are flat or slightly increasing in the 2026-2027 forecasts from the Office of Economic and Financial Analysis, this decrease is largely due to the amount of one-time carryover of prior year revenues in the budget and the way the base budget was created by doubling the 2025 annual budget amounts. For context, there is a two-month delay in receiving the lodging tax actual revenues. This means that the November and December revenues from the prior budget year end up being carried over and actually used in the next budget. In the 2026-2027 Biennial Budget, $2.1 million in lodging tax revenues from November and December of 2025 would be received and transferred to 4Culture in early 2026. When the 2025 base budget was biennialized, it doubled the 2025 budget amounts and counted two carryover amounts. But there is only one carryover expected in the next biennium since the return to a true biennial budget includes the appropriation authority for 2026 and 2027 amounts. The net effect of removing this double-counted carryover is a $2 million reduction in expenditures.    

While the expenditures for this appropriation are solely for arts and culture, the revenues actually include the total lodging tax revenues that are transferred to arts and culture, tourism, and housing and homeless appropriations. Those total lodging tax revenues are forecasted to be approximately $84 million, which is $454,825 more than the 2025 biennialized base budget amount. The $84 million contains $82 million of ongoing revenue and $2 million of interest earnings. $818,000 of the interest is being used to cover administration and overhead costs for the Arts and Culture Transfer. The remaining $1.15 million of interest earnings are proposed as carryover for Tourism programming. That allocation is described in more detail in the Tourism staff report.      

KEY ISSUES

Staff have not identified any key issues for this appropriation unit. 

RESPONSE TO COUNCIL INQUIRIES

QUESTION 1:  DOES THE COUNCIL HAVE DISCRETION IN HOW THE LODGING TAX INTEREST EARNINGS ARE ALLOCATED?
ANSWER:  Yes, the Council has some discretion in how lodging tax interest earnings are allocated. Generally, lodging tax interest earnings can be used for any of the four uses that State law authorizes for the lodging tax itself.[footnoteRef:1] These uses include: [1:  RCW 67.28.180: Lodging tax authorized—Conditions.
] 


· The arts and culture transfer;
· Transit Oriented Development (TOD) projects;
· Housing, facilities, or services for homeless youth; and
· Capital or operating programs that promote tourism and attract tourists to the county

After clarification with Executive staff, lodging tax interest earnings in the Proposed Budget could be best described in two ways. 

· Existing lodging tax interest earnings of $1.15M. These are contained in the two proposed reappropriations for the same purpose as the 2025 Budget. 
· $250,000 to the Community Business Connector Program from the Seattle Chamber of Commerce. The original expenditure restriction was $500,000. The $500,000 was also paired with $125,000 from the Port of Seattle in the contract with the Chamber of Commerce. The scope of the contract includes support for short-term events (activations) in 2025—led by local businesses and communities across King County—that foster public engagement, promote tourism, and build lasting local business and cultural momentum ahead of the FIFA World Cup 2026™. Executive staff have indicated that the remaining $250,000 will be expended in 2026. However, the contract does currently end on December 31, 2025, and includes a termination clause. Should the Council desire, there is discretion to reappropriate this to any other lodging tax-eligible expenditure.  
· $900,000 to the DCHS Equitable Development Initiative for Tourism Promotion.  Executive staff have indicated that this work is still in the planning stages and a request for proposals (RFP) has not been issued. Because of this status, this allocation could be reappropriated for any other lodging tax-eligible expenditure. 

· Forecasted lodging tax interest earnings of $2M. These moneys are projected amounts subject to volatility since the interest is based on the monthly ending cash balance of the Lodging Tax Fund, which has different transfers throughout the year. From this forecasted amount, the Proposed Budget would allocate $818,000 for the administration and overhead costs. Executive staff indicated that if lodging tax interest earnings are not used for these administrative and overhead costs, the next funding source would be the General Fund overhead allocation. Executive staff also made a recommendation to not appropriate any more of the future lodging tax interest earnings because of their volatility and the uncertainty of the forecast. Instead, their recommendation would be to allow those interest earnings to accrue for later appropriation. Legal analysis by Council staff to confirm that interest earnings are the only source of funding from lodging tax that can be used for these administrative costs is ongoing. It is a policy choice whether to allocate the remaining approximately $1.2 million in projected interest earnings for Council priorities.    





