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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	11
	Name:
	Rebecha Cusack

	Proposed No.:
	2015-0469
	Date:
	November 12, 2015



SUBJECT

Proposed Ordinance 2015-0469 would approve a supplemental appropriation of $28,500,000 to the cultural development authority, to be administered by 4Culture, for the building for culture program previously authorized by Council Motion 14406.

SUMMARY

Proposed Ordinance 2015-0469 is one of three pieces of legislation before the Committee today relating to the Building For Culture Program, a partnership between King County and 4Culture [Motion 14406] that would use bonds backed by the hotel-motel tax to build, maintain, expand, preserve, and improve new and existing cultural facilities.  During Council’s July deliberations of Motion 14406 staff highlighted that future action would be needed because while “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 three ordinances before you today constitute  that “future legislative action’; the other two companion ordinances are the Implementation Agreement [Proposed Ordinance 2015-0471] and the supporting Bond Sale Ordinance [Proposed Ordinance 2015-0470].


BACKGROUND 

On July 27, 2015 by unanimous action, the Council adopted Motion 14406 (Attachment 4) which approved a partnership between King County and 4Culture to create a “bond financed arts, cultural heritage and preservation capital program to build, maintain, expand, preserve and improve new and existing cultural facilities".  The program as approved provided that it be administered by 4Culture and was to be funded through a bond sale which would be backed by a portion of King County’s hotel motel tax. 

Because King County was able to defease the Kingdome bonds early [March 2015], a Building for Culture Program was proposed by the Executive to be funded through the issuance of approximately $20 million in King County bonds, with the final amount to be determined based on updated revenue forecasts.  A portion of those funds would be used by 4Culture to implement a Building for Culture Program and fund debt service payments from 2016 through 2020.  Beginning in 2021, King County would cover debt service payments from the tourism promotion portion of the hotel-motel tax.  (Details of this were discussed at length in the July 22nd staff report prepared by Council staff upon adoption of Motion 14406 and can be found in Attachment 5 to this staff report).

In anticipation of final action, 4Culture posted applications for funding on its web site on Friday, July 17th, pending Council action. 

As adopted, the Building For Culture program has 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 guidelines 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 
· [bookmark: _GoBack]Projects with budgets greater than $10 million, would be eligible for up to five percent of project costs; 

These percentages were “not intended to act as a cap on the award but provide guidance when determining award allocations”

· Preservation Program [a/k/a Saving Landmarks].  This was 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 required a one-to-one match from the applicant.  The minimum project budget, including match, was $60,000.  Funding awards were to range from $30,000 to $250,000.


· Preservation Action Fund. This fund provides direct funding for the acquisition, stabilization, or redevelopment of significant but endangered historic properties.  This targeted, project-based 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 and only properties outside the City of Seattle would be eligible.

Subsequent to adoption of Motion 14406, 4Culture conducted outreach to potential applicants with applications due September 9, 2015 and then convened three independent peer panels composed of arts, heritage, and preservation professionals, and other community representatives to review applications.  The panels were 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 Program [Saving Landmarks]

As noted above, the Preservation Action Fund follows a separate process.

ANALYSIS

The proposed $28.5 million would give the County the expenditure authority to transfer the bond proceeds to 4Culture who would then grant the funding to the projects as proposed in accompanying Proposed Ordinance 2009-0471 as well as the Preservation Action Fund.  While the bond sale is for $29 million, not all funds are proposed for disbursement at this time.  The $450,000 for issuance and the $50,000 pre-issuance management costs identified in the fiscal note transmitted with this proposed ordinance will be held in an escrow account and will not be transferred to 4Culture.  Rather these costs will be disbursed directly out of the escrow account to cover costs such as underwriters, rating agency, financial advisor and bond counsel.

Should the Council approve the accompanying Bond Implementation Agreement [Proposed Ordinance 2015-0471] and the Bond sale [Proposed Ordinance 2015-0470], this appropriation authority is needed to implement the previously adopted Building for Culture Program, and would constitute a reasonable financial and policy decision.

ATTACHMENTS
1. Proposed  Ordinance 2015-0469
2. Transmittal Letter
3. Fiscal Note
4. Motion 14406
5. July 22, 2015 Committee Action staff report by Mary Bourguignon

INVITED
1. Sung Yang, Chief of Staff to King County Executive
2. Jim Kelly, Executive Director, 4Culture
3. Aaron Rubardt, Financial Planning Process Manager, PSB
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