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STAFF REPORT
SUBJECT:  AN ORDINANCE directing use of the historical preservation and historical programs fund.
SUMMARY:  This proposed ordinance directs that, from 2011 through 2015, 40 percent of the historical preservation and historical programs fund go towards the King County Historic Preservation Program and 60 percent go towards the King County cultural development authority, also known as 4Culture.  From 2016 onwards, the Historic Preservation Program would receive 35 percent and 4Culture would receive 65 percent.
BACKGROUND:
King County Historic Preservation and Historic Programs

King County has a long history of historic preservation. The King County Arts Commission was established in 1966, and the Office of Historic Preservation was established in 1978.  These entities merged for a period of time into the Office of Cultural Resources.  In 2002, the Office of Cultural Resources was dissolved and its functions were split between two entities:  the King County Historic Preservation Program, a county program, and the King County cultural development authority, a public development authority chartered by King County.  
King County Historic Preservation Program
The King County Historic Preservation Officer is charged under county code with staffing the King County Landmarks Commission, which was formed in 1980 (K.C.C. 20.62.030).  The Landmarks Commission regulates the designation of landmarks in unincorporated King County.  In addition, the King County Historic Preservation Program (HPP) provides landmark designation and preservation services to eighteen incorporated areas with which the county has an interlocal agreement.

HPP also engages in other activities such as incentive-based programs and initiatives.  As a couple of examples, the Barn Again Program included grants to support stabilization and restoration of significant heritage barns. The Historic Cemetery Program will inventory and prioritize cemeteries for restoration and stabilization work. 

The other main activities of HPP include archaeological site protection work which in the past has been supported largely by grants, environmental review of county and federal projects for compliance with federal, state and local cultural resource laws, and technical assistance to cities and unincorporated areas.
HPP has three full-time and two half-time staff.  The staff represent 85% of HPP's budget.  HPP's operating budget in 2010 was $493,706 with $419,661 in salaries and benefits.  HPP is funded by the general fund.  
King County Cultural Development Authority (4Culture)
The King County Cultural Development Authority, also known as 4Culture, is a non-profit public development authority created by the county in 2002 to support, advocate for, and preserve the cultural resources of the region, further the goals and objectives of the King County Comprehensive Plan, and promote citizen access to high-quality cultural programs and experiences (K.C.C. 2.49.030).  The "4" program areas of 4Culture are arts, heritage, preservation, and public art.
"Heritage programs" are generally programs about historic and cultural heritage, such as museums.  "Historic preservation" are generally activities related to the preservation of historic landmarks, such as barns.  
4Culture's heritage programs include programs such as the annual Heritage Collections Care program which provides funds to organizations specifically for the conservation and preservation of historic collections.  4Culture's historic preservation programs include the Landmark Rehabilitation Program which funds the stabilization, rehabilitation, and restoration of designated King County landmark properties, and the 
Landmark Challenge Grants program which funds highly visible "bricks and mortar" projects on designated landmarks.
One of the major sources of revenue for 4culture is the state lodging tax (hotel-motel tax, RCW 67.28.180), which through 2012 apportions part of the tax for art museums, cultural museums, heritage museums, the arts, and the performing arts.  In 2009, 4Culture spent $1.1M on heritage and preservation programs, including approximately $910,000 on heritage programs and $223,000 on historic preservation.   
One-dollar Document Surcharge
In 2005, the state legislature raised the document recording surcharge fee for recording public documents from $2 to $5 (HB 1386; RCW 36.22.170(1)(a)).  One dollar is to be used at the county’s discretion “to promote historical preservation or historical programs, which may include preservation of historic documents.”  Until 2010, the revenues were deposited in the general fund (originally a requirement of the state law), which funded historical preservation and historical program activities such as the Historic Preservation Program.  In June 2010, King County started placing the revenue in a separate fund.  The revenue amounts generated by the $1 surcharge in King County are shown below.

Figure 1. HB 1386 Surcharge Revenue (2005-2010)
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* 2005 is low because collection began mid-year; full year would've been $725k


** 2010 Proposed Budget had originally projected $550k
Advisory Task Force
In June 2009, the Council created the Historic Preservation and Historical Programs Advisory Task Force to make recommendations on how to allocate the surcharge (Ordinance 16579).
On March 1, 2010, the Task Force issued four recommendations:

1) Creation of a dedicated Tier 1 fund to allow better tracking of moneys
2) From 2011 through 2015, allocation of the surcharge 40 percent to the King County Historic Preservation Program (HPP) and 60 percent to the King County cultural development authority (4Culture), and from 2016 onwards, allocation of the surcharge 35 percent to HPP and 65 percent to 4Culture

3) Recommended historic preservation project and heritage program eligibility criteria for revenue use
4) Ideas for promoting historic preservation and historical programs.

A copy of the task force's final report is attached as Attachment 3 to this staff report.  In June 2010, the county created a Tier 1 fund for the $1 surcharge.  This proposed ordinance would implement the task force's second recommendation regarding division of the moneys between HPP and 4Culture.
ANALYSIS
Under state law, the one dollar surcharge is to be used “at the discretion of” the county “to promote historical preservation or historical programs, which may include preservation of historic documents.”  RCW 36.22.170.  

In 2010, Executive staff report that the funds were used to partially support two general fund expenditures, the King County Historic Preservation Program and King County's contract with 4Culture for maintenance of the county's art collection. 
Financial Impacts
The amount of revenues generated by the one-dollar surcharge was around $700,000 in 2005 when it was first collected and has fallen to a five-year low of $460,000 in 2010 (see Figure 1).  Because the financial impact of the proposed ordinance depends on the amount of revenues generated, this analysis presents three scenarios:  1) a high of $700k, 2) a mid-range revenue amount of $550k which is what the task force assumed would occur in 2010, and 3) a low revenue amount of $460k which represents the current 2010 projections.
Impacts to 4Culture
This proposed ordinance would provide a new revenue source to 4Culture for historical preservation or historical programs.  4Culture has indicated that currently it would apply the funds to its Heritage Collections Care program and its Landmark Challenge Grants program, both of which had a third more applications than the programs were able to fund last year.  4Culture has also stated that 100 percent of the funds would go towards programming and none of the funds would be applied towards overhead, as the Collections Care and Challenge Grants programs are already staffed and running.
The revenues that would go to 4Culture under the various revenue scenarios are as follows:

Table 1. Revenue scenarios for 4Culture

	If document revenues are:
	4Culture would receive:

	$700,000
	$420,000

	$550,000
	$330,000

	$460,000
	$276,000


The Heritage Collections Care program funded $52,500 out of $111,175 requested in 2009.  The Landmark Challenge Grants funded $127,500 out of $326,675 requested in 2009 (and 2010 requests have totaled $700,000).  Therefore, the additional revenues would allow 4Culture to greatly expand these two programs.  
Impacts to HPP

HPP has been funded from general fund dollars supported in the recent past by revenues from the one-dollar document surcharge.  Therefore, in the absence of additional support from the general fund, under this proposed ordinance HPP would experience a budget loss equal to its status quo operating budget minus 40 percent of the document surcharge revenues.
HPP's 2010 budget was $493,706 with $419,661 in salaries and benefits for five staff (3 full-time and 2 part-time staff).  The revenues that would go to HPP and the impact that represents on a hypothetical HPP budget equal to 2010's budget are as follows:

Table 2. Impact scenarios for HPP

	If document revenues are:
	HPP would receive:
	FTEs supported by this amount is roughly*:
	For 2010's budget this would have represented a decrease of:

	$700,000
	$280,000
	2
	$213,706 (43%)

	$550,000
	$220,000
	1.75
	$273,706 (55%)

	$460,000
	$184,000
	1.5
	$309,706 (63%)


* Assuming salaries & benefits are 85% of total budget and each FTE is $110k
If HPP receives no general fund support in the 2011 budget and projected document surcharges are $460,000, then HPP would be reduced to approximately 1.5 staff.  

The Historic Preservation Officer has indicated that if staff were reduced to 1.5, the Historic Preservation Officer and a half-time preservation planner (the current lead staff for environmental review services) would be retained.
According to the Historic Preservation Officer, the following programs would see significant reductions or be eliminated:
· Archaeology program
· Services to cities with interlocal agreements
· Special initiative work
· Work on incentive programs (low-interest loan program, etc.)
· Services for those who use HPP databases
· Technical assistance, publications, and related technical assistance tools

· Matching funds for state and federal grants
HPP would essentially be reduced to its code-required functions of staffing the Landmarks Commission and providing environmental review.  Landmark nominations, survey and inventory work would be reduced in number and scope.  There are monthly Commission meetings that are staffed by HPP, but there are no legal requirements for how many applications the Landmarks Commission must hear or how soon the Commission must initiate proceedings.
If there were a half-time preservation planner and no archaeologist, the county would experience a significant decrease in environmental review services (the preservation planner reviews above-ground environmental impacts and the archaeologist reviews underground environmental impacts).  HPP currently provides environmental review services to a variety of county departments plus other agencies such as Seattle Public Utilities (via interlocal agreement).  County departments might need alternative sources for assistance with environmental review for cultural and archaeological resource impacts.
HPP is in the second phase of a multi-year grant to develop a predictive tool for historic archaeology. If the archaeologist position were eliminated, HPP would need to evaluate how it would respond if awarded the third phase of this $425,000 grant, as there would be no staff person to maintain the tool.
AMENDMENTS:  There is a proposed amendment that would request 4Culture to distribute its moneys received from the historical preservation and historical programs fund equally amongst three regions of the county.
INVITED:
1. Julie Koler, Historic Preservation Officer, Office of Strategic Planning and Performance Measurement   
2. Jim Kelly, Executive Director, 4Culture
3. Dwight Dively, Director, Office of Management and Budget

4. Ian Taylor, Senior Deputy Prosecuting Attorney, Prosecuting Attorney’s Office

ATTACHMENTS:

1. Amendment (A1) to Proposed Ordinance 2010-0466
2. Proposed Ordinance 2010-0466
3. HPHPATF Recommendations, March 1, 2010
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