[image: KClogo_v_b_m2]

Metropolitan King County Council
Committee of the Whole

REVISED STAFF REPORT

	Agenda Item:
	
	Name:
	Mary Bourguignon

	Proposed No.:
	2018-0257
	Date:
	July 25, 2018




COMMITTEE ACTION

	
Proposed Substitute Ordinance 2018-0257.2, which would reallocated Building for Culture bond proceeds, passed out of committee on July 25, 2018, with a “Do Pass” recommendation. The Ordinance was amended in committee with Amendment S2 to change the allocations to organizations, for a total reallocation of $1.356 million and a new allocation of $300,000 to organizations.
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SUBJECT

Proposed Ordinance 2018-0257 would amend the list of approved projects for the Building for Culture program that was authorized by Ordinance 18181.

SUMMARY

In November 2015, the Council approved Ordinance 18181, which authorized the Executive to enter into an Agreement with 4Culture to establish a new arts, cultural, heritage, and preservation capital funding program to be known as the Building for Culture program.[footnoteRef:1] The Agreement[footnoteRef:2] outlined responsibilities for the County and 4Culture in implementing the program and included a list of projects to be funded.  [1:  Companion ordinances 18179 (made a supplemental appropriation of $28.5 million for the program) and 18180 (authorized the issuance of bonds for the program) were also adopted as part of the Building For Culture authorization.]  [2:  See Attachment 2 for a copy of the executed Agreement] 


The Agreement required that 4Culture advise the County if, 24 months after the bonds were issued, a project would not be able to expend all of its funds within 36 months of bond issuance, and gave the Council the ability to reallocate any unexpended funds to other projects or to use those funds to defease the bonds.  

In March 2018, 4Culture transmitted its 24-month report,[footnoteRef:3] identifying a total of $1,356,300 in four projects it determined unlikely to be expended within the 36 months.  [3:  Transmitted as 2018-RPT0052, See Attachment 3 for a copy of the 4Culture report from March 2018] 


Proposed Ordinance 2018-0257 would respond to the report from 4Culture by reallocating $1,124,941 to eight projects. Six of those projects had received funding in the original Agreement authorized by Ordinance 18181; two were not included in the original Agreement.[footnoteRef:4] The proposed ordinance would also request 4Culture to revise its grant agreements to reflect the amended list of projects to be funded.
 [4:  The proposed ordinance leaves $231,359 unallocated, to be allocated as part of the Council review process, either to be allocated to project funding or used to defease the bonds.] 


BACKGROUND 

Arts and culture funding in King County. In 2002, the Council established a Cultural Development Authority,[footnoteRef:5] now known as 4Culture. The Cultural Development Authority was established to continue King County’s support for cultural resources, including arts, heritage, historic preservation, and public art. It was funded through public art fees and revenues, and other cultural fees and revenues, as well as the portion of the lodging (hotel-motel) tax set aside for arts and cultural purposes.[footnoteRef:6]  [5:  Ordinance 14482, as amended by Ordinances 18513 and 18684]  [6:  RCW 67.28.180] 


The availability of lodging tax funding has varied over time, based on the provisions of State law:

· 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:7] [7:  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:8] 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:9] [8:  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.]  [9:  RCW 67.28.180(3)(b)] 


· From 2016 through 2020, all of the relevant portion of the lodging tax is to be used for the football stadium and exhibition center.[footnoteRef:10] [10:  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:11] and [11:  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:12]  [12:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)] 


Motion 14406: Approval of Building for Culture Program. Because King County was able to defease the Kingdome early in 2015 (March 2015 rather than December 2015), the Executive proposed that the funds that would otherwise have been applied to the Kingdome be used instead to help fund a bond-financed arts, cultural, heritage, and preservation capital funding program to be called the Building for Culture program. As proposed, 4Culture would use a portion of the lodging taxes collected in 2015 to fund debt service payments for the Building for Culture program from 2016 through 2020; and King County would cover debt service payments beginning in 2021, from the tourism promotion portion of the lodging tax. 

In July 2015, the Council passed Motion 14406, which approved the concept of the Building for Culture program to be implemented as a partnership between King County and 4Culture. Motion 14406 envisioned a program with three components:

· Arts, Cultural & Heritage Program. This program was to be open to nonprofit arts, heritage and cultural organizations and eligible public agencies to fund capital costs related to acquisition, construction, or remodeling. It set funding limits for projects of different sizes: 
· Projects with budgets up to $1 million, were to be eligible for up to 25 percent of project costs;
· Projects with budgets between $1 and $10 million, were to be eligible for up to 10 percent of project costs; and 
· Projects with budgets greater than $10 million, were to be eligible for up to five percent of project costs.[footnoteRef:13]  [13:  These percentages were “not intended to act as a cap on the award but provide guidance when determining award allocations.”] 


· Preservation Program. This program was to be open to owners of national-, state-, or local-designated or eligible landmark properties to fund costs related to acquisition, stabilization, rehabilitation or restoration. Funding through this program required a one-to-one match from the applicant. The minimum project budget, including match, was $60,000. Funding awards were to range from $30,000 to $250,000.

· Preservation Action Fund. This program was to provide direct funding for the acquisition, stabilization, or redevelopment of significant but endangered historic properties. This fund was to be managed by King County Preservation Program, 4Culture, and Washington Trust for Historic Preservation through the establishment of a Preservation Action Fund Advisory Committee. Only properties outside the City of Seattle would be eligible.[footnoteRef:14]  [14:  The Preservation Action Fund was effectuated through Ordinance 18941.] 


Following the adoption of Motion 14406, 4Culture conducted outreach to potential applicants and then organized an application review process for projects seeking funding through Building for Culture. 4Culture received 135 applications through this process, for capital projects totaling more than $825 million, of which $53.7 million was requested for project award.

Ordinance 18181: Implementation Agreement. In November 2015, the Council adopted three ordinances to implement and fund the Building for Culture program:

· Ordinance 18179 made a supplemental appropriation of $28.5 million to provide funding for the program.

· Ordinance 18180 authorized the issuance of bonds for the program. Bonds were issued and the proceeds distributed as a grant to 4Culture for futher distribution by grants under the Agreement authorized by Ordinance 18181.  

· Ordinance 18181 authorized the Executive to enter into an Agreement with 4Culture to implement the Building For Culture program. The Agreement outlined responsibilities for the County and 4Culture and included a list of projects to be funded. (See Attachment 2 for a copy of the executed Agreement.)

The Agreement also included several reporting requirements for 4Culture, including advising the County if, 24 months after the bonds were issued, a project would not be able to expend all of its funds within 36 months of bond issuance. (Agreement §6)

4Culture 24-month notice. On March 30, 2018, 4Culture transmitted the 24-month report required by the Agreement, stating that, “It is 4Culture’s assessment that four projects funded by Building for Culture will not be able to expend or fully expend their awards.” The projects 4Culture identified are:

Table 1. Unexpended Funds Identified by 4Culture, March 2018

	Project 
	Awarded
	Will not Expend*

	Seattle International Film Festival 
	$200,000
	$120,000

	Pottery Northwest
	$11,300
	$11,300

	Good Ground (Remlinger Farm)
	$25,000
	$25,000

	Tateuchi Center
	$1,200,000
	$1,200,000

	TOTAL
	
	$1,356,300


*4Culture made the determination of projects that will not expend their funds within 36 months.

Options for unexpended funds. The Agreement describes the options for unexpended funds or funds that cannot be expended within 36 months of bond issuance, specifically authorizing the Council to make the decision about how to allocate funds that will not be expended:

“…the list of Projects in Exhibit A to this Agreement may be amended by the County Council to reallocate those funds to any of the other Projects or such other tourism promotion, including arts and culture, capital projects as the County Council may determine. In the event funds are not reallocated, the County will use these funds to pay, redeem or defease Bonds...” (§ 6)

Proposed Ordinance 2018-0257: Update to Approved Project List. In response to the report from 4Culture, PO 2018-0257 would remove the $1,356,300 identified by 4Culture as being unable to be expended within 36 months and reallocate $1,124,941 to eight projects. The proposed ordinance would leave $231,359 to be allocated as part of the Council review process. These remaining funds could either be allocated to project funding or used to defease the bonds.

Six of the projects to receive additional funding through PO 2018-0257 had received funding in the original Agreement authorized by Ordinance 18181; two were not included in the original Agreement. Specifically, the proposed ordinance would make the following changes to the approved project list in the Agreement:

Table 2. Changes to Approved Project List Proposed by PO 2018-0257

	Project 
	Original Award
(Ord 18181)
	Proposed Award
 (PO 2018-0257)

	City of Newcastle 
(Community Activities Commission)
	$0
	$10,000

	Good Ground (Remlinger Farm)
	$25,000
	$0

	KidsQuest Children’s Museum
	$1,000,000
	$1,900,000

	Kirkland Arts Center
	$75,000
	$118,380

	Music Works Northwest
	$50,000
	$95,200

	Northwest Railway Museum
	$150,000
	$160,000

	Pottery Northwest
	$11,300
	$0

	Renton Civic Theatre
	$0
	$78,245

	Renton Historical Society
	$20,500
	$43,616

	Sammamish Heritage Society
	$43,600
	$58,600

	Seattle International Film Festival 
	$200,000
	$80,000

	Tateuchi Center
	$1,200,000
	$0



New funding would be proposed to be used as follows:

Table 3. PO 2018-0257 Funding Proposals

	Project 
	Description

	City of Newcastle 
(Community Activities Commission)
	Reconstruct memorial brick sign

	KidsQuest Children’s Museum
	New facility construction

	Kirkland Arts Center
	Capital Improvement Project Phase 2

	Music Works Northwest
	Soundproofing studios

	Northwest Railway Museum
	Facility repairs and improvements

	Renton Civic Theatre
	Theatre seat replacement

	Renton Historical Society
	Signage

	Sammamish Heritage Society
	Traffic Signal Box Art



It is anticipated that the new funds would be fully expended within 36 months of the date of bond issuance (by March 2019).

The proposed ordinance would instruct the Council Clerk to transmit a copy of the ordinance to 4Culture upon its effective date and would request 4Culture to revise its Building for Culture grant agreements to reflect the amended list of projects to be funded.

ANALYSIS

The Building for Culture Implementation Agreement was built around the expectation that bond funds would be expended within 36 months from bond issuance. To that end, the Agreement required 4Culture to notify the County 24 months after bond issuance about any funds that might not be expended within 36 months, and provided the Council with the authority to reallocate unexpended funds, either to other projects or to defease the bonds.

Proposed Ordinance 2018-0257 would follow the procedures outlined in the Agreement to reallocate funds following the 4Culture 24-month report.

The nature of that reallocation – including the mix of projects and whether to allocate unexpended funds to projects or to defease the bonds – is a policy choice for the Council.
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