Economic Development & Innovation Committee
May 24, 2016


Page 13

ECONOMIC DEVELOPMENT AND INNOVATION COMMITTEE

The Economic Development and Innovation Committee met at 11:00 a.m. on Tuesday, May 24, 2016 in Conference Room 305, of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 W. Hargett Street, Raleigh, North Carolina, with the following present.



Committee




Staff
Mayor McFarlane, Presiding


Assistant City Manager Greene
Mrs. Crowder




Assistant City Manager Adams David
Mr. Gaylord




Associate City Attorney Poole
Mr. Thompson



Economic Development Manager Sauls
Planning Director Bowers







Emergency & Special Events Manager 








Remer

Assistant Planning Director Crane

These are summary minutes unless otherwise indicated.
Mayor McFarlane called the meeting to order and the following items were discussed.
Item #15-01 – Economic Development Tool Kit.  This item was previously discussed at the Committee’s April 26, 2016 meeting and held over for further discussion.  
Assistant City Manager James Greene indicated staff has prepared a report in follow-up to Committee members’ feedback and suggestions regarding the proposed Building Upfit Grant (BUG) program.  He reminded the Committee the City Council approved the Façade Grant regulations at an earlier meeting.

Economic Development Director James Sauls used a PowerPoint presentation to highlight the proposed changes to the BUG program and is outlined as follows:

QUALIFYING PROJECTS:

	Former Language
	New Language

	Property must be subject to City of Raleigh ad valorem taxes
	The property must be subject to City of Raleigh ad valorem taxes (i.e., non-exempt)

	Applicant must be owner of property or have a fully signed lease and written approval from the owner
	The applicant must be the occupant of the improved property.  If the applicant is a tenant, they must have a fully signed lease and written approval from the property owner supporting the improvements to be made and agreeing to the terms and conditions of the grant award.

If a tenant, applicant must have a minimum three (3) year lease term

	Capital investment is defined as expenditures for improvements, renovations or additions
	Capital investment is defined as expenditures for improvements, renovations, and/or additions to the property and cannot be for personal property located upon or used in connection with the property. (Does NOT include soft costs – see Qualifying Project Expenditures). 

	NO Clawback


	Improvements made must remain with the property for a period of no less than three (3) years from disbursement of grant funds.

If the funded improvements are removed from the property or damaged and not repaired within the three (3) year occupancy period, funds shall be repaid to the City as follows:  100% of grant paid if within the first year following the grant payment; 66.6% of grant paid if within the second year following the grant payment; and 33.3% of grant paid if within the third year following the grant payment.

	Space or building must be an office, retail (includes soft goods, restaurants and breweries) or industrial


	The tenant’s use must be an office, personal service, retailer, eating establishment or industrial use (as defined in the Unified Development Ordinance).

	Excludes bars and night clubs


	Program excludes bars, night clubs, taverns, and lounges.


DISQUALIFYING FACTORS:

Added Language:
Improvements, renovations and/or additions to property shall not qualify for grants under the program if the applicant or property owner is delinquent in the payment of any taxes, assessments, fees or other debts owed to the City. 

GRANT SPECIFICATIONS:

Added Language:

· Grant applications will be accepted on a “first-come, first served” basis 
· $5,000 minimum grant request
SCORING:

Note: Revised numbers in BOLD, former numbers in (parentheses)

	Criteria
	Max Points

	Level of capital investment

· $5,000 - $25,000 (5 points)

· $24,999 - $49,999 (10 points)

· $50,000 or more (15 points)
	15

	Square feet of space

· 250 – 499 (1 point)
· 500 – 999 (2 points)

· 1,000 – 1,499 (3 points)

· 1,500 – 1,999 (4 points)

· 2000 or more (5 points)
	5

	Within Target Areas for Economic Development (Attachment 1)
	 25 (20)

	Appropriate rehabilitation of a contributing building in a designated historic district or individually listed historic district
	5

	Rehabilitates a deteriorated and/or dilapidated property
	10 (20)

	Reuses a vacant or underutilized property
	10 (15)

	Abates an environmentally impaired building (ie. lead, asbestos, brownfields, etc.)
	5

	Located in a designated transit route or corridor
	5

	Project provides retail space
	20 (+5 points if softwoods retailer) (10)

	TOTAL POSSIBLE POINTS
	105 (100)


MINIMUM SCORING:

Added Language:

· Tie scores will be broken in favor of the earliest submitted application

OUTREACH + PROMOTION:
· City’s website

· Social media

· Distribute to partner organizations

· Distribute to CAC committee chairs

· Distribute to building owners, developers and consultants

· Brochures

· Other creative ways that may be identified

Mrs. Crowder questioned whether staff considered a claw back period of 5 years as she is concerned the City would not be able to recover funds after 3 years with ED Manager Sauls responding staff considered a 5-year lease to be long term.
Discussion took place regarding what improvements qualify for grant funding.
Mr. Gaylord questioned whether there was a clawback provision for the non-payment of property taxes and fees with ED Manager Sauls responding that language can be added.

Mr. Thompson questioned whether the BUG target area map was the same as that for the Façade program with ED manager Sauls responding in the affirmative.  Mr. Thompson suggested that one target area map be used for both programs.

In response to questions, ED Manager Sauls indicated grant funds would be dispersed after the project is completed and the proper invoices and documentation is submitted by the applicant.

Mrs. Crowder questioned whether there were provisions for review if the applicant could not meet the program’s conditions with ED Manager Sauls indicating those provisions were still included in the program.

Mrs. Crowder questioned the qualifications for time extensions to complete a project with discussion taking place regarding how extensions are granted, qualifications for time extension, as well as the amount of extended time granted to complete a project with Mr. Gaylord suggesting that applicants be granted 1 extension not to exceed 6 months in length.

Mayor McFarlane expressed concern regarding the reduced scoring for rehabbing vacant and or deteriorated properties with Mrs. Crowder indicating part of the discussion at the Committee’s previous meeting included efforts to encourage retail development.

Mayor McFarlane pointed out beauty shops would not necessarily be considered retail as there were no goods sold there, generally with discussion taking place regarding retail qualifications including what percentage of goods sold would qualify a business as retail with Planning Director Ken Bowers noting qualifications depend on the primary use of space; whether it is services offered or goods sold.  Mr. Gaylord expressed a need for greater clarification regarding what is considered retail, soft goods retail, and dilapidated property with Planning Director Bowers reading list of retail definitions as provided in the UDO.  In response to questions, Mr. Bowers stated soft goods retail is not defined in the UDO.

Assistant City Manager Greene pointed out the scoring system can be adjusted as needed pointing out it is a new program and that there is room for future improvements or any adjustments.

Mayor McFarlane indicated the program seems to focus on downtown and talked about vacant spaces in other parts of the City with ED Manager Sauls pointing out those area correspond to the target area map.
Further discussion took place regarding what qualifies as “soft retail” as well as discussion regarding whether to include the extra 5 points for soft retail on in the scoring system.

Following further discussion, Mr. Gaylord moved to approve BUG program as amended with the following further amendments: include a clawback for non-payment of property taxes and fees; removing the extra 5 points for soft retail, and include a one-time extension of 6 months to complete a project.  His motion was seconded by Mrs. Crowder, who urged the Committee consider the program’s impact on a long-term basis.  She indicated she will vote for the 3-year clawback provision; however, she would prefer a 5-year clawback time period.

Mr. Thompson indicated staff could bring back a report on the program’s status after 1 year.

Following further discussion, Mr. Gaylord’s motion was put to a vote that resulted in all Committee members voting in the affirmative.  The Mayor ruled the motion adopted on a 4-0 vote.

The item was held in Committee for further discussion.

Item #15-03 – Outdoor Dining on City Plazas.  During the April 19, 2016 City Council meeting this item was referred to the Economic Development and Innovation Committee for further discussion.
Emergency & Special Events Manager Derrick Remer presented the following information:

With the completion of the redesign of Market and Exchange Plazas, coupled with the recent changes to the outdoor seating ordinance, it has become known that much of the language in the current code is outdated.

References to the Pedestrian Mall along what is now Fayetteville Street, certain set back and distance requirements from planters and other features that no longer exist, and other technical language within the current code requires changes.  The proposed edits apply to City Plaza, Market Plaza, and Exchange Plaza and will update the code to reflect the current state of each of these areas.

In addition to the technical language changes, it is also recommended that all references to these plazas in the outdoor seating ordinance be removed.  City Plaza already contains tables and chairs provided by the City and the Downtown Raleigh Alliance for public use, and it is recommended that staff explore similar options for Market and Exchange Plazas.  This will keep these areas open for public use rather than cordoning off private areas to achieve the same purpose that will restrict usage.

Further concerns with the use of private furniture on the public plazas become apparent during special events.  The placement of private furniture on the plazas during special events can restrict the normal pedestrian flow and impedes upon the space rented by the event organizer.

Two unique situations should also be noted.  The first involves each of the four pavilions within City Plaza which have areas around some of their sides, extending five feet from the structure that is essentially private property.  The areas are referred to as outdoor seating easement areas within the City Plaza Agreement, but they are not the same as other outdoor seating areas in the City.  These areas, while containing the same pavers as the rest of the plaza, are actually separate areas that are not under the same authority as the rest of the Plaza.

The second situation is in reference to the Bolt restaurant.  As part of its lease with the City in One Exchange Plaza, Bolt has been granted a license to utilize a portion of Exchange Plaza for outdoor seating.  Bolt will be able to maintain this outdoor seating area until the lease ends or is amended by both parties.  This does not fall under the regular outdoor dining ordinance.

The following actions are therefore recommended:

1. Direct staff to work with the Attorney's Office to draft an ordinance that updates sections of the code that refer to the former pedestrian mall along the current Fayetteville Street, City Plaza, Market Plaza, and Exchange Plaza to bring them in line with their current state.

2. Direct staff to work with the Attorney's Office to draft an ordinance that removes reference to pedestrian malls, City Plaza, Market Plaza, and Exchange Plaza from the outdoor seating ordinance.
3. Direct staff to evaluate the additional purchase of tables and chairs for City, Market, and Exchange Plazas.

Mr. Remer also presented photos of City Plaza as well as diagrams of City, Market, and Exchange Plazas pointing out existing seating areas around City Plaza and noting the City is currently in negotiations with the Bolt restaurant for dedicated outdoor seating in Exchange Plaza, so that portion would not be included in Staff’s recommendations.
Mrs. Crowder questioned whether the Bolt’s outdoor seating would convey to the next tenant if the restaurant should vacate the space with E&SP Manager Remer responding that would have to be re-negotiated.  Mrs. Crowder stated she would rather that space not be made available to any future tenants in order to provide greater public access with Mr. Remer responding that option could be explored and Mrs. Crowder indicating she would like to see that provision made mandatory.

Steve Drotts, stated he is the owner of ZPizza Tap Room, 421 Fayetteville Street, which is located on the City Plaza in the old Bank of America building.  He talked about how he was in the process of obtaining permits to re-open his outdoor patio; however, he was informed there would be a recommendation that there would be no full-service outdoor dining permitted, yet such service is available just up Fayetteville Street.  He talked about how certain pedestrian malls became successful with full-service outdoor dining available, and suggested the City provide more free parking for customers.  He asserted his business would fail if he is not permitted to provide full service outdoor dining.  He presented photographs of his location and pointed out where the proposed dining area would be located.
Discussion took place regarding future updates to City Plaza with Mr. Drotts pointing out the existing fountain needs to be repaired and made functional as it contributes to the plaza’s atmosphere.  He pointed out the current outdoor seating on the plaza primarily serves the kiosks, and stated he paid $8,000 in rent for the outdoor patio space.  He talked about living in Denver and Boulder, Colorado and how their pedestrian malls were successful because of the availability of outdoor seating.  He noted most businesses on the City Plaza are closed on Sunday and that his business is the only full-service restaurant open on Sunday.
Discussion took place regarding prior permitting status for ZPizza Tap Room with Mr. Drotts talking further about the need for outdoor dining pointing out the 4 kiosks are self-serving.

Discussion took place regarding other restaurants along Fayetteville Street with outdoor dining with Dan Drotts, ZPizza Tap Room, indicating the plan was to have 2 rows of seating along the building wall, which would still allow for 16 feet of space between the seating and the planters on the plaza.

Discussion took place regarding how the proposed outdoor seating ordinance change would eventually replace existing encroachment agreements with Mr. Gaylord indicating he is comfortable with all areas along the building walls being eligible for outdoor seating and stated the Council should be allowed to consider any proposals and Mr. Remer pointing out the Council could always make exceptions or changes to the Ordinance.

Following further discussion, Mrs. Crowder moved to uphold Staff’s recommendations.  Her motion was seconded by Mr. Thompson.

Mr. Gaylord indicated he will vote against the motion as he wants greater flexibility with regard to outdoor dining areas.  

Following further discussion, the motion was put to a vote that resulted in Mrs. Crowder, Mr. Thompson, and Mayor McFarlane voting in the affirmative and Mr. Gaylord voting the negative.  The Mayor ruled the motion adopted on a 3-1 vote.

Item #15-02 – Outdoor Seating Design – Appearance Commission Recommendations.   During the April 19, 2016 City Council meeting this item was referred to the Economic Development and Innovation Committee for further discussion.

Assistant Planning (AP) Director Travis Crane indicated Committee members received copies of the Planning Commission’s report and recommendation in their agenda packets and went on to present the following summary information:

The City Council has received recommendations from the Appearance Commission regarding topics associated with the outdoor seating ordinance.  This memorandum provides background information on the topic.
Overview of Outdoor Seating

Outdoor seating is a term used when an adjacent business requests usage of the public right-of-way for patron seating.  These permits are submitted to city staff for review and if the ordinance requirements are satisfied, staff must issue the permit.  Currently, the permits remain valid for a period of one year, expiring on June 30th.  Each permit holder must apply annually for an outdoor seating permit.  These permits are most common in pedestrian business areas, such as downtown, Glenwood South and Person Street.  There are a total of 20 active outdoor seating permits, with four more awaiting final approval.
The City Council authorized two additional staff members in the Zoning Division for the purpose of enforcement of this ordinance.  These additional positions have been filled, and the Zoning Division staff is poised to assume the enforcement duties.  A zoning enforcement officer was reclassified to a site review specialist to serve as the primary point of contact for permitting these uses.
Appearance Commission Review and Recommendation

The City Council referred three topics related to the recently adopted outdoor seating ordinance to the Appearance Commission for review and recommendation.  The Committee met over the course of two months in January and February 2016 to discuss these topics.  The Committee conducted public meetings and received public input on the existing ordinance, which has been in place since August 2015.

The Appearance Commission considered the following three referred topics and added a fourth:
1. Use of Stanchions to delineate the outdoor seating area

2. Outdoor Furniture standards for quality
3. Signage Associated with Outdoor Seating

4. Maximum Occupancy of Seating Area (this topic was added by the Commission)

The full Appearance Commission report is attached.  The Commission discussed other related items, which are contained in section 3 of the Appearance Commission report.  Staff provides an analysis of each of the four topics and, where appropriate, provides a recommendation for the Commission's consideration.
1. Use of Stanchions
Stanchions are used to physically define the space for the outdoor seating area.  They are one method for delineating the space; planters placed at the corners of the seating area are another.  The ordinance approved in August 2015 references physical barriers to delineate the space, and further permits the use of planters or pots to mark the limits of the outdoor seating area.  Stanchions have been used by some establishments; others have opted for pots and planters.  While the stanchions do provide a delineation of space, they can negatively impact the aesthetics of the streetscape, especially when disparate designs are utilized.
The Appearance Commission recognized the desire to utilize stanchions but offered an alternative: the installation of medallions placed on the sidewalk to delineate the space.  This approach is used in Durham and was considered less visually intrusive than stanchions.  The Commission recognizes that there may be instances where stanchions are desired by the operator, or beneficial in delineating space during special events.  In this instance, the Commission recommends some basic design standards.  Stanchions should be:
a. Made for commercial use
b. Movable, durable and weather resistant
c. Between 18 inches and 42 inches above the sidewalk
d. Visually cohesive with surrounding architecture and other seating elements
e. Compliant with ADA guidelines
f. Well-maintained, cleaned regularly and kept in good repair
There are some benefits in using the medallions to delineate the limits of the outdoor seating area.  Medallions would provide a consistent understanding of the limits of the area, which is helpful from an enforcement standpoint.  The medallions would be affixed to the sidewalk and would remain in place, even as new tenants occupy a building.  The operator could choose to further delineate the space with stanchions, planters or pots.
Staff Recommendation: Based on the input from the Appearance Commission, staff makes the following recommendations:
· Permit the usage of medallions.  Staff has identified a means to create the medallions with a third party vendor.  The medallions would be required for each outdoor seating area.
· Stanchions shall be used for special events and may be used by the operator, but must meet the standards listed above.

2. Outdoor Furniture

The existing ordinance states that outdoor furniture must be durable material, and may not include untreated lumber or plastic.  The Appearance Commission reviewed some basic design standards to enhance the visual appeal of the outdoor furniture.  The Appearance Commission recommends that outdoor furniture be:
a. Made for outdoor, commercial use

b. Complementary to the architecture and character of the area

c. Movable, durable and weather-resistant

d. Matching and/or compatible within a grouping

e. No more than 42 inches tall, 42 inches wide and 42 inches deep

f. Picnic tables prohibited on Fayetteville Street

g. Well maintained, cleaned regularly and kept in good repair

h. Not stacked outside during off-hours

Additionally, the Appearance Commission recommends that deviations from these standards could be allowed with an additional level of review by another body.  Staff cautions against this approach, as design review associated with a permit would require a quasi-judicial hearing.
Staff Recommendation: Based on the input from the Appearance Commission, staff recommends the following:
· Set a maximum size for the outdoor furniture of 42"x42"x42"

· Require outdoor furniture to be made for outdoor use; be movable, durable and weather resistant; be well maintained, cleaned regularly and kept in good repair

· Prohibit the stacking of tables and chairs during off-hours 
· Prohibit picnic tables on Fayetteville Street

3. Signage Associated with Outdoor Seating

The Appearance Commission reviewed the regulatory signage associated with this ordinance.  These regulatory signs consist of non-permanent "maximum occupancy" and "exit" signs.  For ease of enforcement, a "maximum occupancy" sign is required.  The "exit" signage typically informs the reader of the limits where alcohol can be consumed.  The implementation of this requirement has varied by permit holder.  Signage has been attached to stanchions, windows, buildings, and tables.  The Appearance Commission recommends the following related to the regulatory signage:
a. "Exit" signage should either be a table-top sign, listed in the menu or incorporated into the "maximum occupancy'' sign
b. If table-top signage is used, it should be weather resistant, complimentary to the architecture and character of the surrounding area, in scale with the surrounding elements, and no larger than one square foot.
c. "Maximum occupancy'' signage should be supplied by the city and placed on the inside of a window.  
d. Absent a window, it should be attached to the exterior of the building in a weather resistant frame.
Staff Recommendation: Based on the input from the Appearance Commission, staff recommends the following:
· Require the "maximum occupancy" signage to be posted in a window, or in a weather resistant frame on the building façade
· Require the "exit" signage to be posted on the menu, table or incorporated into the "maximum occupancy" signage.  Table signs should not exceed one square foot.
4. Maximum Occupancy of Seating Area

The existing ordinance contains a standard to regulate the number of people permitted within an outdoor seating area.  This standard is one person for each 15 square feet of outdoor seating area.  The ordinance requires spacing from certain elements, such as street trees, fire hydrants, driveways and other physical impediments.  A minimum clearance must be maintained to allow for pedestrian travel.  The Appearance Commission discussed this standard, and provides considerations for relaxing the standard.  The Commission contends that the regulation was created to address the "standing room only" treatment of these outdoor areas.  Once the City required tables and chairs, the standard became irrelevant.  The Commission offers an alternate to this standard, which would remove the 15 square foot standard and allow permit holders to arrange tables and chairs within the outdoor seating area.  The seating area would be constrained by other distance requirements and ADA regulations.
Staff Recommendation: Staff recommends that the standard of 15 square feet per person be maintained.
5. Other Considerations

The Appearance Commission offered a number of additional considerations that were discussed during their two month review of the standards.  These considerations are all contained in section 3 of the Appearance Commission report.  The Appearance Commission did recommend permit review by a multi· disciplinary staff team.  Staff agrees with this approach and has started to explore
Next Steps

If the Committee wishes to pursue any of these recommendations, amendments to the ordinance would be required.
Mrs. Crowder stated she was not opposed to using medallions; however she questioned how officials can enforce the seating regulations when medallions are used and stanchions are not in place with Assistant Planning Director Crane responding tables and chairs must be in place and indicated there would be no outdoor standing room.  In response to questions, Mr. Crane indicated the City has enough staff to handle enforcement.

Mr. Thompson questioned where the 18-inch height for stanchions came from with AP Director  Crane responding the height conforms to ADA regulations.  
Mr. Gaylord requested additional information regarding the use of stanchions for special events with AP Director Crane responding during City-sponsored events, the stanchions help delineate between City-sponsored activities versus private entities.  

How crowd volumes during City-sponsored events may affect outdoor seating areas was discussed with Mayor McFarlane indicating she would want the stanchions up to prevent overcrowding in private areas.

Discussion took place regarding the types of signs as well as placement for in the outdoor seating areas as well as whether a public hearing would be required before adopting an ordinance to change the outdoor seating regulations with AP Director Crane indicating no public hearing is necessary.

Discussion took place regarding the definition of “picnic” tables with AP Director Crane the square outdoor tables could be pulled together to create communal seating.

Mr. Gaylord talked about bar tops on windows noting such seating exists at the Bolt Restaurant.

Discussion took place regarding how the ordinance addresses standing in the outdoor seating area and how it affects the number of people occupying the space.

Mayor McFarlane thanked the Planning Commission and staff for their hard work in developing and presenting their recommendations.  

Mr. Gaylord expressed concern regarding standing room and not requiring people in the outdoor area to be seated with discussion taking place regarding the 15 square foot-per-person regulation was determined with Associate City Attorney Brandon Poole pointing out the ordinance permits use of the outdoor seating area only by patrons of the business.  

Assistant City Manager Marchell Adams David noted people “stopping to say hello” to patrons in the outdoor seating area would not impact the maximum number of occupants.

Brian O’Haver, Raleigh Appearance Commission Chairman, stated the standing room issue came about as an attempt to provide an outside area for smokers.  He talked about how the maximum number of people in the outdoor areas should include all customers.  Mayor McFarlane pointed out customers could walk beyond the outdoor dining area to smoke.
Following further discussion, Mayor McFarlane moved to uphold staff’s recommendations and prepare a proposed ordinance prepared for the Council’s June 7, 2016 agenda.  Her motion was seconded by Mr. Thompson.

Associate City Attorney Brandon Poole indicated staff will work with the City Attorney’s office to draft the ordinance.

Following further discussion, Mayor McFarlane’s motion was put to a vote that resulted in all members voting in the affirmative.  Mayor McFarlane ruled the motion adopted on a 4-0 vote.

Adjournment:  There being no further business, Mayor McFarlane announced the meeting adjourned at 12:20 p.m.
Ralph L. Puccini
Assistant Deputy Clerk


