TOURISM
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	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2024 Revised Budget, Annualized
	
	$7,030,879
	
	$0
	
	0.0
	
	0.0

	2025 Base Budget Adjust.
	
	$0
	
	$0
	
	0.0
	
	0.0

	2025 Decision Packages
	
	$5,926,872
	
	$0
	
	0.0 
	
	0.0 

	2025 Proposed Budget
	
	$12,958,000
	
	$0
	
	0.0
	
	0.0

	% Change from prior biennium, annualized
	
	84.3%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium, annualized
	
	84.3%
	
	
	
	
	
	

	Major Revenue Sources: Lodging Tax 



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 appropriation unit was established by King County Ordinance 18788. These revenues are to be used to repay bonds for 4Culture's Building for Culture program, support the Washington State Major League Baseball Stadium Public Facilities District (PFD), and support tourism promotion activities in King County.

SUMMARY OF PROPOSED BUDGET AND CHANGES

The Executive's proposed 2025 budget includes an approximately 84% increase for the Tourism appropriation. This is primarily driven by a $3.8 million one-time carryover that transfers the lodging tax allocation to the Major League Baseball Stadium PFD. Because of the typical 2-month lag between the collection of lodging tax and the county receiving the revenues, there is also a delay in transferring those revenues to the Stadium PFD. The one-time carryover payment planned for January 2025 will transfer the lodging tax revenues collected from November 2023 through October 2024. 

The second factor in the increased appropriation is a one-time use of $2.1 million in accrued interest earnings for the tourism programs. This one-time proposed increase is in addition to the $1 million allocation required by Ordinance 18788. 

Overall, the roughly $13 million in proposed expenditures for tourism would be allocated in the following way:

· $2.2 million for Building for Culture debt service
· $3.5 million for the 2025 allocation to the Stadium PFD
· $3.8 million for the 2024 carryover allocation to the Stadium PFD
· $3.1 million for tourism programs
· $351,000 for contingency to account for the actual lodging tax revenues exceeding forecasted for the 2025 allocation to the Stadium PFD

Ordinance 18788 requires $1 million each year to be allocated for "capital or operating programs that promote tourism and attract tourists in all parts of the county." The ordinance also requires that, out of that amount, $25,000 a year will support Savor Snoqualmie's tourism promotion efforts in the Snoqualmie Valley. With the addition of the $2.1 million in one-time accrued interest, the total $3.1 million for tourism programs is proposed to be allocated in the following way: 

· $1 million for a competitive grant pool
· $730,000 to Visit Seattle
· $500,000 to the Community Business Connector Program from the Seattle Chamber of Commerce
· $350,000 for the Cloud Break Music festival and film initiative to support the creative economy
· $250,000 for Convention Center Marketing through Visit Seattle
· $245,000 to Seattle Southside
· $25,000 to Mountain to Sound Greenway (formerly Savor Snoqualmie)

KEY ISSUES

ISSUE 1 – ALLOCATION OF ACCRUED INTEREST 

Council staff have identified that the $2.1 million one-time allocation of accrued interest may be eligible for reprogramming for other lodging tax eligible expenditures. Ordinance 18788 contains the council's intent for any lodging tax revenues that exceed the annual baseline revenues, but the allocations required by Ordinance 18788 do not appear to apply to these one-time revenues. Analysis around both the eligibility for reprogramming the accrued interest and the potential options for expending it is ongoing. 

Update: Council staff have confirmed the understanding from both Executive and council staff that this proposed use of one-time accrued interest falls outside of the allocation requirements set by Ordinance 18788. The council could reprogram the money to other lodging tax eligible expenditures.

The Executive proposes to use this $2.1 million as follows, though it could be reallocated across Lodging Tax eligible expenditures (at a high level: tourism, arts and culture, TOD affordable housing, and homeless youth programs).

	Program
	Proposed funding 

	Cloud Break Music festival and film initiative (Creative Economy)
	$350,000

	Community Business Connector program 
(Seattle Chamber of Commerce)
	$500,000

	Convention Center Marketing (Visit Seattle)
	$250,000

	Competitive Grant Pool
	$1,000,000




RESPONSE TO COUNCIL INQUIRIES

[bookmark: _Hlk179638559]QUESTION 1:  THERE WAS A GENERAL QUESTION ABOUT THE USE OF TOURISM REVENUES AND CURIOSITY IN HOW THEY COULD BE USED IN ADDRESSING HOW THE COMMUNITY PREPARES FOR A LARGE INFLUX OF TOURISTS WITH THE 2026 FIFA WORLD CUP. WITH THE INFLUX OF TOURISTS, THERE ARE POTENTIAL ISSUES RELATED TO BOTH LABOR TRAFFICKING AND HUMAN TRAFFICKING AND A QUESTION OF WHETHER LODGING TAX REVENUES COULD BE USED TO PROTECT RESIDENTS AND THOSE WHO MAY BE COMING AS TOURISTS OR WORKERS. 

ANSWER:  While Ordinance 18788 sets the allocation of ongoing lodging tax revenues in the King County budget, State law governs how those revenues can be used. There are three general areas where State law allows lodging tax to be used. The first is for arts and culture. The second is for contracts, loans, or grants to nonprofit organizations or public housing authorities for affordable workforce housing within one-half mile of a transit station, as described under RCW 9.91.025, or for housing, facilities, or services for homeless youth. This second area of expenditures also includes the ability for lodging taxes to repay bonds associated with the contracts, loans, or grants for workforce housing or homeless youth programs. 

[bookmark: _Hlk179638641]The third area where State law authorizes the use of lodging tax is for "capital or operating programs that promote tourism and attract tourists to the county."[footnoteRef:1] That section of State law further specifies that "'Tourism promotion' includes activities intended to attract visitors for overnight stays, arts, heritage, and cultural events, and recreational, professional, and amateur sports events. Moneys allocated to tourism promotion in a county with a population of one million or more must be allocated to local public organizations and nonprofit organizations formed for the express purpose of tourism promotion in the county. Such organizations must use moneys from the taxes to promote events in all parts of the county."[footnoteRef:2] Proposals for using lodging tax to prepare for the World Cup would need to fall within the descriptions found in State law to be eligible for lodging tax support.  [1:  RCW 67.28.180 (3)(d)(iii) (Link)]  [2:  RCW 67.28.180 (3)(h)(ii) (Link)] 




QUESTION 2:  CAN THIS FUNDING BE USED TO ACTIVATE AREAS WHERE WE EXPECT TOURISTS AND OTHERS TO BE AS PART OF THE WORLD CUP.  CAN WE USE MONEY FROM THE PROPOSED $1 MILLION FOR COMPETITIVE GRANTS OR OTHER PROPOSED INVESTMENTS WITHIN THE TOURISM APPROPRIATION UNIT TO SUPPORT THAT?

ANSWER:  Generally, activities intended to attract visitors for sports events are eligible for lodging tax revenues. Any proposals to activate areas would need further analysis to ensure they comply with the State law requirements found in the answer to the previous question. Depending on the proposal, the $2.1 million that is available for reprogramming or the existing proposed investments of the Tourism revenues could support activating areas for the World Cup.   





