TOURISM
ANALYST: LEAH KREKEL-ZOPPI

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2021-2022 Revised Budget
	
	$11,417,723
	
	$0
	
	000.0
	
	000.0

	2023-2024 Base Budget Adjust.
	
	$1,100,797
	
	$0
	
	000.0
	
	000.0

	2023-2024 Decision Packages
	
	$1,776,934
	
	$0
	
	000.0 
	
	000.0 

	2023-2024 Proposed Budget
	
	$14,296,000
	
	$0
	
	000.0
	
	000.0

	% Change from prior biennium
	
	25.2%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	12.4%
	
	
	
	
	
	

	Major Revenue Sources: Lodging Tax

	Base Budget Assumptions: Revenue adjustments



DESCRIPTION

This appropriation unit resides within the Lodging Tax Fund and is used to allocate lodging tax revenues designated for tourism promotion. The portion of the Lodging Tax receipts allocated to the Tourism allocation unit was established by King County Ordinance 18788.  These revenues are to be used to repay bonds for the Building for Culture program, support the Washington State Major League Baseball Stadium Public Benefit District, and support tourism promotion activities in King County.

SUMMARY OF PROPOSED BUDGET AND CHANGES

The 25.2 percent increase in the Tourism appropriation in the proposed 2023-2024 Budget is a reflection of the Office of Economic and Financial Analysis forecasting that projects a significant increase in Lodging Tax receipts in the coming biennium as the lodging sector recovers from the impacts of the COVID-19 pandemic.

In 2023-2024, the financial plan for the Lodging Tax Fund designates $2.5 million for tourism promotion, approximately $6.1 million for the public facility district, and approximately $4.6 million for debt service.

KEY ISSUES

Staff have not identified any issues for this budget.


RESPONSE TO COUNCIL INQUIRIES

QUESTION 1:  WHAT IS THE OEFA FORECAST RELATED TO LODGING TAX DOLLARS? HOW MUCH MORE ARE WE EXPECTING FOR THE 2023/24 BIENNIUM OVER OUR CURRENT BIENNIUM?  HOW ARE KING COUNTY LODGING TAX DOLLARS ALLOCATED?
ANSWER:  The 2021-2022 Budget included an estimated $51.6 million for lodging tax revenues, based on the August 2020 OEFA Forecast. The current estimate for 2023-2024 is $73.9 million, a $22.3 million increase. OEFA attributes the estimated increase in lodging tax revenue to recovery of the lodging sector coming out of the COVID-19 pandemic.  The table below shows the allocation by program for each year and the total change from 2021. 

Note that the allocation of lodging tax dollars was set by Council in Ordinance 18788 as follows (summarized):
· 37.5% transferred to 4Culture (referred to as the "Arts and Culture Transfer"); 
· 34.9% allocated to DCHS for TOD projects;
· 2.6% allocated to DCHS to support services for homeless youth;
· 25% allocated to tourism or to support TOD projects or services for homeless youth. This allocation is broken down as follows:
· Debt service on the original Building for Culture Program bonds;
· After allocation revenues for debt service, the remaining of the 25% is allocated as follows:
· 43.8% to the Washington State MLB Public Facilities District;
· $1 million dollars each year to programs that promote tourism to attract tourists to all parts of the county;
· All remaining revenues allocated to DCHS to support TOD projects or services for homeless youth.

Table 1.
Forecasted Lodging Tax Revenue

	 
	2020 August Forecast
	2022 August Forecast
	Change

	OEFA Forecast Lodging Tax
	2021
	2022
	2021-2022 Total
	2023
	2024
	2023-2024 Total
	

	OEFA Forecast
	$20.2 M
	$31.4 M
	$51.6 M
	$36.1 M
	$37.8 M
	$73.9 M
	$22.3 M

	Tourism (25%)
	$5.0 M
	$7.8 M
	$12.9 M
	$9.0 M
	$9.4 M
	$18.5 M
	$5.6 M

	Seattle PFD
	$1.2 M
	$2.5 M
	$3.7 M
	$3.0 M
	$3.2 M
	$6.1 M
	$2.4 M

	B4Culutre Debt Service
	$2.2 M
	$2.2 M
	$4.5 M
	$2.2 M
	$2.2 M
	$4.5 M
	$0.0 M

	Tourism Promotion
	$1.0 M
	$1.0 M
	$2.0 M
	$1.0 M
	$1.0 M
	$2.0 M
	$0.0 M

	Transferred to Housing
	$0.6 M
	$2.2 M
	$2.7 M
	$2.8 M
	$3.1 M
	$5.9 M
	$3.1 M

	 
	 
	
	 
	 
	
	 
	 

	Arts and Culture Transfer (37.5%)
	$7.6 M
	$11.8 M
	$19.3 M
	$13.5 M
	$14.2 M
	$27.7 M
	$8.4 M

	 
	 
	
	 
	 
	
	 
	 

	Homeless Youth (2.6%)
	$0.5 M
	$0.8 M
	$1.3 M
	$0.9 M
	$1.0 M
	$1.9 M
	$0.6 M

	 
	 
	
	 
	 
	
	 
	 

	Housing (34.9%)
	$7.0 M
	$11.0 M
	$18.0 M
	$12.6 M
	$13.2 M
	$25.8 M
	$7.8 M

	Transferred from Tourism
	$0.6 M
	$2.2 M
	$2.7 M
	$2.8 M
	$3.1 M
	$5.9 M
	$3.1 M

	Total Housing
	$7.6 M
	$13.1 M
	$20.7 M
	$15.4 M
	$16.2 M
	$31.7 M
	$10.9 M

	Existing Debt Service
	$4.1 M
	$14.6 M
	$18.7 M
	$13.2 M
	$13.2 M
	$26.4 M
	$7.7 M

	Proposed Debt Service
	$0.0 M
	$0.0 M
	$0.0 M
	$0.0 M
	$0.0 M
	$0.0 M
	$0.0 M

	Housing balance
	$3.5 M
	-$1.5 M
	$2.0 M
	$2.2 M
	$3.1 M
	$5.3 M
	$3.3 M



QUESTION 2:  WHAT AGENCY MANAGES THE $2.5 MILLION IN TOURISM FUNDS?  HOW IS THE TOURISM REVENUE PROPOSED TO BE ALLOCATED AND WHAT ARE THE REVENUES USED FOR? 

ANSWER:  The Office of Performance, Strategy, and Budget manages the Appropriation Unit for Tourism. 

The 2023-2024 Appropriation is planned to be allocated as follows:
Multi-cultural marketplace (carryover)		$750,000 
Savor Snoqualmie (in ordinance)		$50,000 
Visit Seattle						$1,275,000 
Seattle Southside					$425,000 
Total tourism (23-24)				$2,500,000 

The revenues would be used for the following purposes:
· The Multi-Cultural Marketplace would be used to support pre-construction costs of the Wadajir Marketplace currently being planned by Abu Bakr in Tukwila. In total $1.5M was allocated to Wadajir in the 2021-2022 tourism promotion funding. Due to project delays and ongoing contract discussions, half of the payments are not anticipated to be made to Wadajir until 2023. Ordinance 18788 noted that the Multi-Cultural Marketplace was an appropriate use of Tourism Promotion Funding.
· Savor Snoqualmie is a program managed by The Mountain to Sound Greenway Trust. Ordinance 18788 noted that the Council intended to provide funding for this program of $25,000 per year. The Tourism Promotion funds are used to promote the program.
· The funding allocated to Visit Seattle and Seattle South Side will be spent on a mix of local, regional, and potentially national advertising to be determined in 2023-2024.




