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SUBJECT

An ordinance creating a King County Doors Open cultural access program and imposing a 0.1 percent sales tax increase in King County to fund the program.

SUMMARY

The proposed ordinance would create a King County Doors Open program that would provide grant funding to arts, heritage, science, and historical preservation non-profit organizations to increase the public benefits cultural organizations provide throughout King County.  The program would include funding to:

· Provide grants for capital and one-time operating support (in 2024);
· Increase access to cultural programming for public school children;
· Help launch new cultural organizations;
· Build and maintain cultural facilities and equipment;
· Provide free public access to cultural experiences;
· Provide operating support to cultural organizations; and
· Expand cultural organizations in geographical areas that need additional cultural capacity.

The Doors Open program would be administered by 4Culture[footnoteRef:1], King County's Cultural Development Authority, with oversight by the 4Culture Board of Directors and the King County Council. [1:  The 2024 capital and operating support grants program would be jointly administered by 4Culture and King County.] 


The proposed ordinance would fund the Doors Open program through imposition of a 0.1 percent increase in sales tax for seven years beginning in April 2024.  The revenues collected for the program are forecasted to be approximately $100 million in 2025, the first full year of collections, increasing each year with inflation.

BACKGROUND

King County's Cultural Programs. The King County Council created 4Culture, King County’s Cultural Public Development Authority (PDA), in 2002 in order “to support, advocate for and preserve the cultural resources of the region in a manner that fosters excellence, vitality and diversity.”[footnoteRef:2]  4Culture replaced the functions of King County's former Office of Cultural Resources in order to exercise the powers vested in PDAs under state law and realize operating efficiencies through operating independently of county government.[footnoteRef:3] [2:  Ordinance 14482]  [3:  King County - File #: 2002-0365] 


4Culture’s name was derived from the agency's 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 arts installations throughout the county.

These cultural programs are established in King County Code (K.C.C.) Chapter 2.48, which also states that 4Culture is responsible for administering grants to cultural organizations, groups, public agencies, and individuals in King County. Those grant programs are categorized into the areas of support for projects, buildings and equipment, and operations and are to be administered according to code provisions and guidelines and procedures adopted by 4Culture.

For more information about 4Culture’s grant programs, see the handouts provided by 4Culture in Attachments 5 and 6.

4Culture Governance and Accountability.  4Culture is governed by a fifteen-member Board of Directors.  Directors are to have a demonstrated commitment to and knowledge of cultural resources, be active and experienced in community and civic issues and concerns, and have the ability to evaluate the needs of cultural constituencies in the region as a whole. Directors must be residents of King County and are to be chosen to reflect the geographic and cultural diversity of the County.[footnoteRef:4]  Directors are appointed by King County Councilmembers and the Executive and confirmed by the Council.[footnoteRef:5] [4:  Ordinance 19036, Attachment A, Section 5.2.B]  [5:  Ordinance 19036, Attachment A, Section 5.2.D and 5.2.E] 


As required by county code,[footnoteRef:6] advisory committees made up of community volunteers with cultural expertise advise the 4Culture Board on policies and programs in the areas of arts, heritage, and historical preservation. [6:  K.C.C. 2.48.065, 2.48.075, and 2.48.085] 


4Culture operates according to a Charter and Bylaws adopted by the County.[footnoteRef:7]  County code requires 4Culture to submit an annual report to the County each year and 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.[footnoteRef:8] [7:  Ordinance 14482]  [8:  K.C.C. 2.49] 


In March 2018, the Council made changes[footnoteRef:9] to increase oversight of 4Culture, including: [9:  Ordinance 18684] 


· Requiring that the County Council accept by motion 4Culture’s board-adopted budget;
· Modifying the 4Culture Board appointment process to include one board appointment each by County Councilmembers and six appointments by the County Executive;
· Providing for the County Executive to appoint and the King County Council to confirm the 4Culture Executive Director recommended for selection by the 4Culture Board; and
· Providing for the County to amend the 4Culture bylaws to make them consistent with changes to the 4Culture charter.

Cultural Funding in King County.  Historically under state law, a portion of the lodging tax collected in King County was dedicated to arts and culture.[footnoteRef:10] The availability of lodging tax funding in King County has varied over time, based on the provisions of state law: [10:  RCW 67.28.180] 


· From 2001 through 2012, 70 percent of the relevant portion of the lodging tax was to be dedicated to “art museums, cultural museums, heritage museums, the arts, and the performing arts,” with the remaining 30 percent dedicated to stadium purposes, acquisition of open space, youth sports activities, and tourism promotion.[footnoteRef:11] [11:  RCW 67.28.180(3)(a)] 


· From 2013 through 2015, all of the relevant portion of the lodging tax was to be used to retire the debt on the Kingdome.[footnoteRef:12] If the Kingdome debt was retired prior to December 31, 2015, all additional revenues collected through the end of 2015 were to be dedicated to arts and cultural purposes.[footnoteRef:13] [12:  Although the Kingdome was demolished in 2000, the County held approximately $80 million in debt on it at the time, most of that for roof repairs after a ceiling tile collapse in 1994.]  [13:  RCW 67.28.180(3)(b)] 


· From 2016 through 2020, all of the relevant portion of the lodging tax was to be used for the football stadium and exhibition center.[footnoteRef:14] [14:  RCW 67.28.180(3)(c)] 


· After January 1, 2021, the relevant portion of the lodging tax is to be allocated as follows:

· 37.5 percent to arts and cultural purposes;
· 37.5 percent to affordable workforce housing near transit stations or for services for homeless youth;[footnoteRef:15] and [15:  Motion 14687 authorized a Transit-Oriented Development housing program to be funded through the issuance of $87 million in bonds to be repaid from this portion of the lodging tax beginning in 2021.] 

· 25 percent for capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events.[footnoteRef:16],[footnoteRef:17] [16:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)]  [17:  Ordinance 18788, authorizing a new funding agreement and amendment to the existing financing agreement with the Washington State Major League Baseball Stadium Public Facilities District, also established policy intent on the allocation of lodging tax that would be received after January 1, 2021.] 


Between 2001 and 2012, state law required that 40 percent of the lodging tax dedicated to arts and culture be set aside into a special account[footnoteRef:18] that was to be used to fund cultural programs from 2012 through 2020, the time period when no lodging taxes would be available for cultural programs. [18:  SESSB 6049] 


Building 4Culture Program

In 2015, King County and 4Culture partnered to establish an arts, cultural, heritage, and preservation capital funding program to be known as the Building for Culture program.[footnoteRef:19] The program provided $28.5 million in bond-financed grants that was funded by using the portion of the lodging tax that became available to use for cultural funding because the Kingdome bonds were repaid early. [19:  Motion 14406, Ordinances 18179, 18180, and 18181] 


The Building 4Culture Program included three components:

· Grants to non-profit arts, heritage and cultural organizations and eligible public agencies to fund capital costs related to acquisition, construction, or remodeling;
· Grants to owners of national-, state-, or local-designated or eligible landmark properties to fund costs related to acquisition, stabilization, rehabilitation, or restoration; and
· A Preservation Action Fund to provide direct funding for the acquisition, stabilization, or redevelopment of significant but endangered historic properties. 

In concert with passage of the Building 4Culture legislation, the King County Council passed Motion 14474, which committed to collaboration between King County and 4Culture on an arts, preservation, and cultural equity program to promote "one county" and equity and social justice goals. The motion asked 4Culture to identify $1 million in funding that would go towards supporting historically underserved local arts, preservation, and cultural organizations throughout King County. In response, 4Culture developed the ongoing Community 4Culture grant program, aimed at individuals and small organizations that have not received past 4Culture funding and serve marginalized communities. 4Culture defines “marginalized communities” as people with disabilities, people with low incomes, the population in geographic areas or representative of cultures within county zip codes experiencing the most significant social inequities, residents in rural King County, or residents of Seattle neighborhoods traditionally under-represented in 4Culture funding.

Building 4Equity

In 2019, in response to interest in addressing historical inequities in cultural funding as well as requests from cultural organizations for capital facilities funding, including from organizations experiencing difficulty closing out projects due to unanticipated construction costs,[footnoteRef:20] King County authorized 4Culture to establish the Building 4Equity program.[footnoteRef:21] [20:  Construction costs in major US cities increased an average of approximately 30% between 2012 and 2018, according to Quarterly Construction Cost Report for North America released by Rider Levett Bucknall in November 2018]  [21:  Ordinances 18938, 18939, 18940, and 18941] 


The Building 4Equity Program allowed 4Culture to partner with King County to use an advance on future lodging tax proceeds to fund a $20 million equity-based cultural facilities program.  The components of Building 4Equity include:

· $7 million in funding for organizations that received recent 4Culture capital project funding and have remaining unanticipated construction costs;
· $1 million in additional funds for the Preservation Action Fund;
· $2 million for a mentoring program for organizations serving marginalized communities; and
· $10 million for Cultural Facilities grants awarded through a process that prioritizes organizations serving marginalized communities.

Between 2020 and 2022, $4.4 million in grants have been awarded through the Building 4Equity Program.

4Culture's 2021-2024 Expenditures and Financial Plan.  4Culture's annual expenditures were approximately $16 million in the 2021-2022 biennium.  4Culture's forecasted lodging tax proceeds were to be approximately $15 million annually during the 2021-2022 biennium but came in 34 percent below forecasted due to the COVID-19 pandemic.

Table 1 shows 4Culture's actual and planned expenditures from 2021 through 2024. According to 4Culture, the increase in planned expenditures in 2023-2024 is due to a "catch-up" in capital and special project expenditures that were delayed due to COVID-19 and is not intended to be sustained in 4Culture's program of work beyond 2024. 4Culture's program of work for 2025 through 2028 reflects planned expenditures similar to 2021-2022 levels.

Table 1. 4Culture's 2021-2024 Expenditures[footnoteRef:22] [22:  King County - File #: 2022-B0133] 

	Program
	2021-2022 Expenditures
	2023-2024 Planned Expenditures

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

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

	Special Projects
	$5,883,154
	$8,301,541

	Cultural Facilities
	$5,466,268
	$11,255,095

	Public Art
	$4,123,498
	$8,620,609

	Cultural Education
	$388,035
	$442,109

	COVID-19 Response
	$6,938,606
	$2,200,000

	Administration
	$1,784,423
	$2,141,852

	Total Expenditures
	$32,098,355
	$42,506,012



These expenditures are supported by lodging tax proceeds, 1 percent for the Art funding from King County capital projects, the Building 4Equity interfund loan from King County, and federal ARPA Relief and other grant funds, as shown in Table 2.

Table 2. 4Culture Source of Funds[footnoteRef:23] [23:  4Culture 2023-2024 Financial Plan] 


	
Funding Source
	2021-2022
Actuals
	2023-2024
Proposed
Budget
	2025-2026
Projected
	2027-2028
Projected

	Lodging Tax Proceeds
	$19,494,758
	$29,107,665
	$30,669,499
	$33,855,889

	1% for Art
	$8,057,047
	$4,386,749
	$3,000,000
	$3,000,000

	King County Art Collection
	$578,200
	$598,000
	$578,200
	$578,200

	Building For Equity Interfund Loan
	$3,984,690
	$5,602,250
	$1,713,929
	$0

	Interest Income
	$568,378
	$1,425,575
	$97,128
	$78,715

	Grants and Other
	$105,849
	$300,000
	$300,000
	$300,000

	King County Relief ARPA
	$6,467,193
	$2,932,807
	0
	0



COVID-19 Impacts on Cultural Programs.  The COVID-19 pandemic had a significant impact on the cultural sector.  The Washington arts advocacy non-profit ArtsFund published a COVID Cultural Impact Study in 2021 on the state of Washington's cultural non-profits and found that 121 cultural organizations across Washington reported a total annual revenue loss of $95.9 million.  Earned revenue (ticket sales, memberships, admissions) were down a total of $131.6 million, but were partially offset by an increase in contributed revenue such as pandemic relief grants and donations.  ArtsFund's study found that household cultural participation declined from 76 percent to 28 percent as a result of the pandemic.  Additionally, 41 percent of cultural organizations reported furloughing or reducing hours for staff.

An Arts Survey conducted by The Seattle Times[footnoteRef:24] in fall of 2023 found that for cultural organizations in King County, ticket sales are still 23 percent lower and subscription revenue remains 38 percent below pre-pandemic levels.  At the same time, surveyed organizations report their operating costs are up between 15 and 50 percent. [24:  Seattle’s arts scene: Why fall 2023 starts a season that will be crucial | The Seattle Times] 


4Culture's Lodging Tax Proceeds

As noted above, 2021 was the first year under state law that 4Culture began receiving Lodging Tax proceeds in almost a decade.  Due to the pandemic, lodging tax proceeds that year were more than 50 percent below the pre-COVID Office of Economic and Financial Analysis forecast.  Between 2021 and 2028, 4Culture's lodging tax proceeds are projected to be 11 percent below the pre-pandemic projection, which is a loss comparable to approximately one year of 4Culture's lodging tax proceeds.  A significant portion of that was offset by COVID relief funding, however, that revenue will no longer be available after the 2023-2024 biennium.

Cultural Access Program State Law.  In 2015, the Washington State Legislature passed ESHB 2263 which provides for the creation of local cultural access programs.[footnoteRef:25] The law allows Washington counties to create cultural access programs that provide funding for public school access to arts, science, and heritage organizations and for cultural organizations to provide increased public benefits. [25:  RCW Chapter 36.160] 


According to 4Culture, Washington’s cultural access law was modeled after the Denver Scientific and Cultural Facilities District (DSCF), which was created in 1989 and is funded through a 0.1 percent sales tax collected in the seven-county Denver, Colorado metropolitan area.[footnoteRef:26] [26:  http://scfd.org/] 


In King County, the program can be funded by up to 0.1 percent of sales tax for seven years, after which it may be renewed.  The funds must be used for public benefits and may not supplant county and state funds customarily provided to cultural organizations.

The original state law required that funding for cultural access programs be enacted by a vote of the people.  Additionally, for King County, the original state law required that, after startup and administrative costs, tax proceeds were to be allocated: 1) 10 percent for public school cultural access, 2) 70 percent for regional cultural organizations distributed proportionally according to organizations' annual revenues, and 3) 20 percent to community-based cultural organizations.

The state legislature changed the cultural access program statute in 2020 to remove the allocation requirements for King County and provide the county with the authority to determine the funding allocations for startup costs, administration, public school cultural access, and cultural organizations.[footnoteRef:27] [27:  SB 5792] 


In April 2023, the state passed HB1575 which changed state law[footnoteRef:28] to allow for county legislative authorities to impose a cultural access program sales tax of up to 0.1 percent by ordinance.  Additionally, if a county has not imposed a cultural access program sales tax by December 31, 2024, a city within that county may do so.  The statute does not allow a county and city within that county to concurrently impose a cultural access program sales tax. [28:  RCW 82.14.525] 


Access for All

In 2017, prior to the cultural access program state law changes, King County enacted Access for All,[footnoteRef:29] which created a cultural access program for King County and asked voters to impose a 0.1 percent sales tax to fund the program.  The measure was turned down by voters at a special election in August 2017. [29:  Ordinance 18513] 


4Culture Planning and Community Outreach.  Development of Access for All amplified discussions about strategies for fostering cultural organizations that serve traditionally underrepresented communities or that are located outside of existing cultural centers in Downtown Seattle.  4Culture moved forward with some of the strategies and initiatives contained in Access for All within the agency's existing revenue streams.  Those included:

· Creating new grant opportunities to build capacity for smaller cultural organizations located in and providing services to marginalized communities;
· Including an applicant's contributions toward serving marginalized communities as part of the evaluation criteria for all grant programs; and
· Tracking and reporting on demographic information on the board and staff of grant applicants and awardees.

For more information on 4Culture's work to develop more equitable programs, see Attachment 7 provided by 4Culture.

4Culture also moved forward with a strategic planning process similar to what was contemplated in Access for All, adopting the King County Cultural Plan in 2020, and undertaking a King County Cultural Health Study in 2020 and King County Culture Education Study in 2021.

In developing the cultural strategic plan and conducting the cultural heath and cultural education studies, 4Culture held 43 listening sessions throughout King County.  4Culture states that the findings of these studies and listening sessions led to the development of the Doors Open program proposal.

ANALYSIS

Proposed Ordinance 2023-0343 would create a cultural access program for King County called “Doors Open.” As provided by RCW 36.160, the program would be funded by a 0.1 percent sales tax for seven years, with collections proposed to begin April 1, 2024, and end March 31, 2031.  Based on the Office of Economic and Financial Analysis's August 2023 forecast for 1/10th of 1 percent sales tax, the proposed tax would generate approximately $72 million in 2024 (April through year-end) with collections growing to $126 million in 2030.  Over the entire levy period, the total collections would be approximately $777 million.

The proposed ordinance would allocate funds as shown in Table 3 and Table 4 below, with a different allocation method for 2024 than in the subsequent years.

Table 3.  Doors Open Allocations – 2024
(Based on Estimated $72M in Collections for April through December)
	Start-up cost repayment
	
	2%
	
	$1,440,000

	Administration costs
	
	3%
	
	$2,160,000

	Capital and one-time operating
	
	67%
	
	$48,240,000

	Subtotal of start-up, administration, and capital/one-time operating costs
	
	72%
	
	$51,840,000

	Remainder:
	
	28%
	
	$20,160,000

	· Public school cultural access
	
	15%
	
	$3,024,000

	· Launch funding for new/emerging organizations with focus on ensuring all geographic areas and communities have access
	
	3%
	
	$604,800

	· Building for Equity
	
	10%
	
	$2,016,000

	· Reimbursement for free public access
	
	15%
	
	$3,024,000

	· Reimbursement for regional systemic initiatives/projects
	
	7%
	
	$1,411,200

	· Programmatic support (e.g., rent, utilities, etc.)
	
	50%
	
	$10,080,000



Table 4.  Annual Doors Open Allocations – 2025 through First Quarter 2031
(Based on an Assumed Annual Collections of $100M)
	Administrative costs
	
	3%
	
	$3,000,000

	Increasing capacity in geographic areas with less access
	
	22%
	
	$22,000,000

	Subtotal of administrative cost and increasing capacity
	
	25%
	
	$25,000,000

	Remainder:
	
	75%
	
	$75,000,000

	· Public school cultural access
	
	15%
	
	$11,250,000

	· Launch funding for new/emerging organizations with focus on ensuring all geographic areas and communities have access
	
	3%
	
	$2,250,000

	· Building for Equity
	
	10%
	
	$7,500,000

	· Reimbursement for free public access
	
	15%
	
	$11,250,000

	· Reimbursement for regional systemic initiatives/projects
	
	7%
	
	$5,250,000

	· Programmatic support (e.g., rent, utilities, etc.)
	
	50%
	
	$37,500,000



Council staff analysis of the Doors Open proposal is ongoing.
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