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METROPOLITAN KING COUNTY COUNCIL

NATURAL RESOURCES, PARKS & OPEN SPACE COMMITTEE
REVISED STAFF REPORT
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	2002-0263
	PREPARED BY:
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SUBJECT:  
Proposed Ordinance 2002-0263 amends the allocation of hotel-motel tax revenues to cultural programs; adopts the Sustained Support Program guidelines and adopts the revised hotel-motel financial plan. 
NRPOS COMMITTEE ACTION:

At its July 11, 2002 committee meeting, the Natural Resources, Parks and Open Space (NRPOS) Committee adopted a striking amendment to Proposed Ordinance 2002-0263, a title amendment and an amendment to the striking amendment to revise Attachment C to the ordinance.
PROPOSED ORDINANCE2002-0263 VERSION 2: The substitute ordinance (Version 2) embodies the following changes from the Executive’s original ordinance:
· Additional Information on Sustained Support Program: Additional language to clarify eligibility requirements and explain how funds may be used and how funds may not be used. 

· Application and Review Process: Additional language to clarify that all four cultural programs follow the same review and approval process. This process consists of application review and recommendation by independent panels; review by either the Arts Commission or the Landmarks and Heritage Commission; review by the Executive; and Council review and approval by motion.

· Revised Sustained Support Program Guidelines: The substitute ordinance adopts revised program guidelines for the Sustained Support for arts and the Sustained Support for heritage programs. Changes from the Executive’s transmittal include clarification of eligibility and how funds may and may not be used.  
· Corrected Hotel-Motel Financial Plan:  The substitute ordinance adopts a corrected financial plan that reflects the five percent emergency set-aside allocation for the Cultural Facilities Program for arts which was not shown on the financial plan transmitted by the Executive.
· Technical Corrections: Numerous technical corrections were made including creating separate ordinance sections for the Sustained Support Program for Arts and the Sustained Support Program for Heritage.

BACKGROUND:
The state statute authorizing the collection of hotel-motel tax revenues provides that excess revenues above $5.3 million earmarked for Kingdome debt service be allocated to cultural programs in King County
.  Pursuant to county code, hotel-motel revenues support three annual arts and heritage programs: Cultural Facilities, Special Projects and Cultural Education. Table 1 below outlines the funding formula for each program; a minimum of 20 percent of the funding must go to heritage programs and up to 80 percent is available for arts programs.
Recommendations for grant funding in each program are made by the Arts Commission and the Landmarks and Heritage Commission and forwarded to the Executive for review and to the Council for approval by motion. Cultural programs are administered by the Office of Cultural Resources (OCR).
Table 1:  Existing Hotel-Motel Cultural Programs, Purpose and Funding Formulas 1992 - 2012
	Cultural Program
	Purpose
	Funding Formula 
1992 - 2000


	Funding Formula 
2001 – 2012



	Cultural Facilities
	Purchase, design, build, improve and/or renovate cultural facilities or to purchase fixed assets.
	70% to Cultural Facilities Program.
	At least 32% to Cultural Facilities Program.


	Special Projects
	Fund innovative arts and heritage projects and collaborative programs. 
	Of the 30% remaining after the allocation to the Cultural Facilities Program, 60% is allocated to the Special Projects Program.
	After the allocation to the Cultural Facilities Program, 60% is allocated to the Special Projects Program.

	Cultural Education
	Produce cultural education programs in public schools by providing grants to arts and heritage organizations and individual artists and heritage specialists.
	Of the 30% remaining after the allocation to the Cultural Facilities Program, 40% to the Cultural Education Program.
	After the allocation to the Cultural Facilities Program, 40% is allocated to the Cultural Education Program.


SUSTAINED SUPPORT PROGRAM:

From 1994 to 2001, the Council appropriated funds in OCR’s annual agency budget (the Current Expense fund) to fund the Sustained Support Program to provide operating support to arts organizations and local arts agencies (see Table 2). In 2000 and 2001, the Council appropriated funding in OCR’s budget for a Sustained Support Program for heritage organizations (see Table 3). In 2002, due to the reduction in CX-funded programs, both the arts and heritage Sustained Support Programs were eliminated from OCR’s CX budget. Despite the lack of CX funding, there continues to be a demand for program funding. In 2002, 157 arts organizations and local arts agencies and 31 heritage organizations are eligible for funding.
After the decade ending in 2001in which the majority of cultural funding was dedicated to the Cultural Facilities Program and the region saw a boom in cultural facility construction, the Arts and Landmarks and Heritage Commissions are recommending a change in the hotel-motel funding policy to prioritize operational support.  
Unlike the existing three programs, Sustained Support Program grants are not “restricted” and are intended to support any area of an organization’s operations such as rent, utilities, materials and administrative costs. 

Table 2: Sustained Support Program for Arts 1994 - 2001

	Year
	Funding
	Organizations

	1994
	$395,654
	89

	1995
	$437,400
	92

	1996
	$390,501
	97

	1997
	$390,501
	97

	1998
	$659,251
	111

	1999
	$659,251
	111

	2000
	$839,125
	136

	2001
	$839,125
	136


Table 3: Sustained Support Program for Heritage 2000 - 2001

	Year
	Funding
	Organizations

	2000
	$98,250
	32

	2001
	$98,250
	35


SUMMARY
The Arts Commission and the Landmarks and Heritage Commission are recommending that the Sustained Support Program, which was funded by CX until this year, continue to be funded through the hotel-motel funding source. This requires a change to county code.  Proposed Ordinance 2002-0263 amends King County Code chapters 4.08 and 4.42 to implement the commissions’ recommendation.  
The Natural Resources, Parks and Open Space Committee was briefed on Proposed Ordinance 2002-0263 at its June 20th meeting.  A striking amendment to the ordinance has been prepared and is attached (Attachment 3) to the staff report. A section-by-section analysis is provided in Attachment 8.  Below is an overview and discussion of the four components of the striking amendment: 

1. Revises Funding Formula for Arts and Heritage Programs
2. Adds Sustained Support Programs for Arts & Heritage
3. Adopts the Sustained Support Program Guidelines
4. Adopts the Revised Hotel-Motel Financial Plan
Funding Formulas & Sustained Support Program: The ordinance revises the funding formula in county code for the Cultural Facilities, Special Projects and Cultural Education programs to accommodate funding for the Sustained Support program. Instead of three programs, there would be four beginning in 2002 through 2012. The ordinance significantly reduces funding to the Cultural Education and the Special Projects Programs and slightly increases funding to Cultural Facilities to “make room” for the Sustained Support Program.  
According to the hotel-motel financial plan (Attachment 1-c), a total of $3,039,525 is available for arts and heritage program grants in 2002 after deducting the allocation to the Kingdome, administrative costs, the endowment allocation and debt service obligations. Of that amount, $2,265,013 is available for arts programs and $774,512 for heritage programs.  Below are two scenarios of how those funds would be allocated under the existing formula in county code and the new formula in Proposed Ordinance 2002-0263.


King County Code 4.42


Proposed Ordinance 2002-0263


Arts Programs:
Arts Programs:

At least 32% to Cultural Facilities: $724,804

39% Cultural Facilities: $883,355

68% to Cultural Programs – break out as follows:

39% Sustained Support: $883,355


60% to Special Projects: $914,125

13% Special Projects: $294,452


40% to Cultural Education: $616,083

9% Cultural Education: $203,851
Heritage Programs:
Heritage Programs:

At least 32% to Cultural Facilities: $247,843

70% Cultural Facilities 

68% to Cultural Programs – break out as follows:


and Sustained Support
: $542,159          


60% to Special Projects: $316,001

20% Special Projects: $154,902

40% to Cultural Education: $210,667

10% Cultural Education: $77,451
Sustained Support Program Guidelines: The Sustained Support Program Guidelines for arts and heritage have been revised from the Executive’s original transmittal and are shown in Attachments 4 and 5. The revised guidelines explain the purpose and goals of each program and contain eligibility requirements, evaluation criteria, restrictions on how funds may and may not be used and legal and contractual requirements. The striking amendment adopts the revised guidelines as shown in Attachments 4 and 5. A summary overview of the guidelines is provided in Attachment 7.
Hotel-Motel Financial Plan: The hotel-motel financial plan calculates revenues and expenditures for the years 1992 through 2012, the year the tax is scheduled to sunset for cultural programs. The financial plan reflects state laws and county code governing the fund and programmatic policies recommended by the Arts Commission and the Landmarks and Heritage Commission and adopted by the County Council. The striking amendment adopts the financial plan, as transmitted by the Executive, which reflects the new funding formulas shown above as recommended by the Arts Commission and Landmarks and Heritage Commission.
ATTENDING:

Charles Payton, Community Museum Advisor, Office of Cultural Resources

Charlie Rathbun, Arts Program Coordinator, Office of Cultural Resources
� Pursuant to state law, 


From 1992 to 2000: 75% of excess hotel-motel tax revenues are allocated to cultural programs. 


From 2001 to 2012: 70% of excess hotel-motel tax revenues are allocated to cultural programs. 


� Funding allocated to cultural programs after 40% of available revenues are set aside in an endowment, pursuant to state law.


� Under the existing King County Code scenario, the Sustained Support Program would not be funded.


� Pursuant to Proposed Ordinance 2002-0263, Sustained Support Program for heritage shall receive at least 20% of the 70% allocation which equals $108,432 in 2002.





