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SUBJECT

A briefing by the Executive Director of 4Culture to present the agency’s budget and plans for 2022 and 2021 annual report.

SUMMARY

King County’s arts and heritage programs are administered by 4Culture, which was established by the Council in 2002 as King County’s cultural public development authority.[footnoteRef:1] A portion of dedicated lodging tax revenues is allocated to 4Culture to administer and distribute to local cultural programs. 4Culture also oversees King County’s 1% for Art capital projects program. [1:  Ordinance 14482, K.C.C. 2.49] 


4Culture's Executive Director and Deputy Director will present the 4Culture 2021 annual report and budget and plans for 2022. This briefing to Council is required each year by code.[footnoteRef:2] [2:  K.C.C. 2.49.160] 


BACKGROUND 

4Culture’s History, Funding and Programs

The King County Council created 4Culture, King County’s cultural public development authority, in 2002 through Ordinance 14482 in order “to support, advocate for and preserve the cultural resources of the region in a manner that fosters excellence, vitality and diversity.” 4Culture is governed by a fifteen-member Board of Directors, who are nominated by the King County Executive and confirmed by the King County Council.  

4Culture’s name was derived from its four cultural programs:

· Arts. 4Culture provides capital and operating grant funding for individual artists, groups, and community organizations. 

· Heritage. 4Culture provides capital and operating grant funding for organizations focused on building the historical record, preserving and enhancing the character of the region, and sharing local heritage resources.

· Preservation. 4Culture provides project, capital, and operating support to aid in the historic preservation of buildings, neighborhoods, and landscapes. The organization also provides support for heritage tourism for King County communities.

· Public Art. 4Culture manages the County’s 1% for Art program and manages King County’s art collection.

When it was established, 4Culture was authorized to use a portion of the County’s lodging (hotel/motel) tax.[footnoteRef:3] However, between 2012 and 2020, 4Culture did not receive any lodging tax receipts. Instead, the State of Washington allocated these revenues to retire the Kingdome debt (2013-2015) and to fund the football stadium and exhibition center (2016-2020). During these years, 4Culture was funded by an endowment that it was required to create during the early 2000s from its portion of the lodging tax. Beginning in 2021, 4Culture once again began receiving lodging taxes; state law[footnoteRef:4] allocates 37.5 percent of the County’s lodging tax receipts to 4Culture. [3:  RCW 67.28]  [4:  RCW 67.28.180] 


Lodging Tax Transfer and Reporting Requirements

Under King County Code 2.49.160, 4Culture must submit an annual report to the Executive and the County Council by April 15th of each year that contains the following information:

· A summary of significant accomplishments;
· An updated estimate of expenditures for the current fiscal year;
· A summary of cultural programs, public art projects and all other projects and activities to be undertaken during the current year; and
· Other information as may be required in the charter of the authority.

Under King County Code 2.49.170, King County is required to transfer to 4Culture lodging tax revenues collected in King County and designated for cultural purposes. In 2018, the Council passed Ordinance 18684, requiring that as a condition of the transfer of lodging tax revenues, 4Culture must transmit its budget for the following fiscal year to the Executive, who must then transmit it to the Council.

4Culture's transmitted budget must include:
· The budgeted operating and capital expenditures and full-time equivalent positions for the following year,
· A statement of assets and liabilities,
· A description of significant changes for the following fiscal year compared to the current fiscal year, and 
· A financial plan that includes actual expenditures, revenues, and reserves for the current fiscal year and the following five years.

Unless the Council passes a motion rejecting 4Culture's budget at least thirty days prior to the end of the current fiscal year, the County is required to transfer the designated lodging taxes to 4Culture.[footnoteRef:5] [5:  K.C.C. 2.49.160] 


Additionally, the county code also requires 4Culture to meet with the Council’s Committee of the Whole two times per year, once to discuss the annual report and once to discuss the plans and proposed expenditures for the following year.

4Culture 2023-2028 Program of Work and 2023-2024 Financial Plan

In response to code requirements, 4Culture transmitted a 2023-2028 Program of Work and Staffing Plan and 2023-2024 Financial Plan. Additionally, 4Culture supplementally provided a 4Culture Balance Sheet listing assets and liabilities. The program of work describes how 4Culture will implement the King County Cultural Strategic Plan, adopted in 2020. It states that 4Culture will maintain current programs at 2022 levels and implement several new programs and initiatives that were postponed due to the COVID-19 pandemic.  The program of work also describes how 4Culture is working to center racial equity in the agency’s programs and practices in an effort to become an anti-racist organization and better reflect the communities in King County.

The 2023-2028 Program of Work includes programs and services in the following areas:
· Sustained Support for Arts
· Sustained Support for Heritage and Historic Preservation
· Special Projects
· Cultural Facilities
· Public Art
· Cultural Education
· COVID-19 Response

As shown in Table 1, 4Culture is planning increased expenditures in all program areas, with the exception of COVID-19 Recovery programs, reflecting the post-pandemic recovery. 

Table 1. 4Culture's 2023-2024 Planned Program Expenditures
	Program
	2021-2022
	2023-2024
	% Change in Expenditures

	
	Expenditures
	FTEs
	Planned Expenditures
	FTEs
	

	Sustained Support for Arts
	$5,328,894
	3.2
	$6,741,647
	3.2
	26.5%

	Sustained Support for Heritage and Historic Preservation
	$2,185,479
	3.2
	$2,553,158
	3.2
	16.8%

	Special Projects
	$5,883,154
	7.9
	$8,301,541
	7.9
	41.1%

	Cultural Facilities
	$5,466,268
	3.2
	$11,255,095
	3.7
	105.9%

	Public Art
	$4,123,498
	7.2
	$8,620,609
	8.2
	109.1%

	Cultural Education
	$388,035
	0.3
	$442,109
	0.3
	13.9%

	COVID-19 Response
	$6,938,606
	0.0
	$2,200,000
	0.0
	(68.3%)

	Administration
	$1,784,423
	5.3
	$2,141,852
	5.3
	20.1%

	Total Expenditures
	$32,098,355
	30.3
	$42,506,012[footnoteRef:6] [6:  Includes $250,000 for capital expenditures] 

	31.8
	32.4%



4Culture projects a 49 percent increase in Lodging Tax revenue in 2023-2024, compared to 2021-2022, again reflecting the post-pandemic recovery. 4Culture is projecting $19.3 million in lodging tax revenue in 2021-2022. 4Culture also has $2.2 million in remaining ARPA federal relief funding available in 2023-2024, reflected in the planned expenditures for the COVID-19 Response Program. 4Culture’s 2023-2024 Financial Plan shows that the agency has a stable financial outlook, with projected reserves of $24.4 million in 2023-2024, and nearly $20 million through the 2027-2028 biennium.

2021 Annual Report

4Culture’s 2021 Annual Report highlighted 2021 as “a year of recovery” in the cultural sector, which included the following 4Culture initiatives:
· Establishing a Recovery Fund and leveraging partnerships and focusing on equity to distribute federal funds widely and reduce application burdens on cultural organizations; 
· Launching a racial equity page on the 4Culture website to increase transparency in the agency’s work to become an anti-racist organization;
· Implementing new Equity Investments across all 4Culture funding programs, reflecting indicators of structural inequity into 4Culture’s grant allocation process to increase funding in people and organizations that have been historical underinvested; and
· Providing annual funding awards to 606 applicants, totaling $5.5 million.

The report shows that 4Culture expended approximately $12.4 million for programs and services and collected $17.9 million in revenues in 2021. 4Culture's Fund Balance was $34.5 million in 2021.

INVITED

· Brian Carter, Executive Director, 4Culture

ATTACHMENTS

1. 4Culture PowerPoint Presentation
1. 4Culture 2023-2024 Budget Memorandum
1. 4Culture 2023-2028 Program of Work
1. 4Culture 2023-2024 Financial Plan
1. 4Culture 2023-2028Staffing Plan 
1. 4Culture Balance Sheet
1. 4Culture 2021 Annual Report
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