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ECONOMIC DEVELOPMENT AND INNOVATION COMMITTEE

The Economic Development and Innovation Committee met at 11:00 a.m. on Tuesday, August 9, 2016 in the City Council Chamber, Room 201 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




Associate City Attorney Poole

Mr. Gaylord




Assistant Planning Director Crane
Mr. Thompson
These are summary minutes unless otherwise indicated.
Mayor McFarlane called the meeting to order and the following items were discussed with action taken as shown.
Item #15-04 – Short-Term Rental Lodging Facility.  Assistant City Manager James Greene indicated this item was referred to the Committee during the City Council’s June 7, 2016 meeting after the proposed text change was not passed.  He indicated that, upon referral, staff was directed to provide an overview of the process to date.

Assistant Planning Director Travis Crane presented the following information:

The City Council recently considered a change to the Unified Development Ordinance that would have created regulations for short term residential lodging.  This memorandum provides some background on the process to develop the regulations and identifies some considerations should the City Council wish to explore the regulations again.
First Version of the Ordinance

The topic of short term residential lodging was first discussed in a former City Council committee in December of 2014.  Staff was asked to perform some peer city research and identify nationwide best practices for this emerging use.  Staff surveyed a number of comparable clues and developed considerations for the City Council.  Based on this information and through this discussion, the framework for the regulations was identified.  These regulations are highlighted below.
1. Allow the rental of two bedrooms.  This would be permitted in the residential districts (R-1 through R-10) and certain mixed use zoning districts (RX, OX, NX, CX, and OX).
2. Require a special use permit for whole-house rental in the residential districts.  This would require a quasi-judicial public hearing before the Board of Adjustment.  A special use permit would not be required for whole-house rental in the mixed use zoning districts.
3. Define Short term rental as "less than 30 days.''

4. Prohibit cooking facilities in the bedrooms.

This text change was reviewed by the Planning Commission, who recommended approval.  Staff delivered this recommendation to the City Council.  The City Council did not set a public hearing for the item, and instead remanded it to the Planning Commission for further discussion.
Second Version of the Ordinance

The Planning Commission reviewed the revised ordinance over the course of multiple meetings.  There were approximately one dozen citizens who attended the various meetings to provide input and insight on the use.

The Planning Commission heard from supporters of the ordinance.  They also heard from neighbors who shared concerns related to the use.  The revised ordinance introduced many new regulations, as summarized below.
1. Certain Districts allowed.  Use would be permitted in R-1 thru R-10 districts; allowed in RX, OX, NX, EX and DX districts.  Rental of a bedroom in an apartment building with R-10 zoning would be prohibited.
2. Maximum of two rooms could be rented; only two adults at one time.  This could include two related adults in one bedroom, two related adults each in a separate bedroom, or two unrelated adults each in a separate bedroom.  This standard does not include children.
3. Define short term rental as "less than 30 days." This is in contrast to longer term rental, which is in excess of 30 days.
4. Minimum spacing between rental units.  This would require a minimum 400-foot spacing between short term rental facilities
5. No signage allowed.

6. Prohibit cooking facilities in the bedrooms.  This would not include an operational kitchen that might be used in another part of the house.
7. Resident manager required.  This resident manager must live on the premises for at least 275 days out of the year.  The resident manager can be the property owner or another designee.  The resident manager would be responsible for the premises.  The resident manager would be required to maintain a list or logbook of renters.
8. Hotel occupancy tax required.  The property owner would be required to pay hotel occupancy tax.
9. No special events.  If the property is used as a short term residential rental, special events, such as weddings would not be allowed.
10. Enhanced enforcement.  If the property owner (or any renter) has been convicted of two violations within one year, the short term residential rental permit would be revoked for one year.  A violation means that City staff has provided notice of a violation with an opportunity to abate the violation.  This would also include certain criminal violations.
The revised text change was ultimately denied.  The City Council referred this topic to the ED& I Committee for further discussion.
Special Use Permit Process

The UDO contains some uses that require approval of a special use permit.  The Board of Adjustment reviews special use permit requests in a quasi-judicial public hearing.  Public notice would be required in the form of direct mailed notice to property owners within 100 feet of the property, a sign posted on the subject property, and an advertisement placed in the newspaper.  The special use permit is reviewed in light of standard "showings" or considerations.  The UDO contains a set of generally-applicable showings that the Board of Adjustment shall consider with each request for a special use permit.  The general showings for a special use permit are:
1. The proposed use complies with all applicable provisions of this UDO unless otherwise expressly modified in accordance with this UDO;
2. The proposed use is allowed as a special use in the respective zoning district (see Chapter 6. Use Regulations);
3. The proposed use complies with any specific use standard listed in Chapter 6. Use Regulations without the granting of any variance to the specific use standard;
4. The proposed use is compatible with adjacent uses in terms of location, scale, site design, hours of operation and operating characteristics;
5. Any adverse impacts resulting from the proposed  use in the affected area will be effectively mitigated or offset or the special use is denied;
6. Access with respect to pedestrian, bicycle and automotive safety, traffic flow and emergency service is adequate;
7. Signage is suitable and appropriate; and
8. Any appropriate dedications of streets and utilities to the public will be made prior to the issuance of a building permit.
There is an allowance to introduce additional showings for a particular use.  One example is an outdoor sports facility.  The UDO requires that the application meets the general showings in addition to the use-specific showings.  The Board of Adjustment has the ability to grant a special use permit for a particular property or for a limited duration of time.  They can also require the applicant to return within one year to re-evaluate the use.
Next Steps

If the City Council would like to revisit the issue of short term residential lodging, a new text change must be authorized.  Staff would draft a new ordinance based on the direction received from the City Council.  The Planning Commission would review the ordinance and make a recommendation to the City Council.  A public hearing would be required to approve the ordinance.

Mayor McFarlane questioned the requirements for a special use permit for a B&B (Clerk’s note: “Bed & Breakfast”) with Mr. Crane responding B&B’s must meet certain conditions and referred to staff’s report.  He pointed out the Board of Adjustment does not have the authority to vary use standards.
Discussion took place regarding of-street parking standards in historic districts.
Phillip Poe, 620 Devereaux Street, 27605, talked about economic changes created by short-term rentals (STR’s) and referred to the City of San Francisco noting there are over 9,500 locations listed on a website.  He talked about the increase in revenue for landlords who convert their properties to STR’s and suggested the 400 foot spacing rule may be a reason to establish a lottery system for available locations.  He expressed concern regarding the ability to collect sales taxes, and that the greater number of rental properties in a neighborhood the less stable the neighborhood and that may be a safety issue.  He noted there is a large number of CASA units in his neighborhood, and went on to talk about accessory dwelling units noting there are more garages being built with extra rooms above for possible use as additional living or rental space.  He talked about potential STR locations near the downtown area and offered a video to share regarding San Francisco’s STR situation.

Mr. Poe expressed concern regarding enforcement and suggested the City could charge a fee with proceeds to fund additional staff for enforcement purposes.  He suggested the fee could be linked to posting locations on websites like Airbnb, etc.  He also referred to an article published by the Center for Urban and Regional Studies at the University of North Carolina and asserted STR’s are businesses that should be monitored.
Steve Reiberg, 900 Casterling, indicated he attended the original Planning Commission meeting and is an advocate for STR’s.  He stated he uses them often for travel and expressed his belief it is a more authentic way to experience a city.  He advocated for whole-house rentals asserting more executives and CEO’s choose Airbnb for their rentals as they require more privacy and greater space for family.  He stated Airbnb has a $1 million policy for every house listed on its site.
Gregg Stebben, 1803 White Oak Road, talked about STR’s versus long-term rentals (LTR’s) noting LTR properties are usually the least maintained dwellings on the street and stated his ability to retain an STR is based on how the property well-maintained.  He asserted STR’s are better maintained than LTR’s and expressed his belief that comparing San Francisco to Raleigh is not the best as there are differences in population density and housing situation.  He pointed out San Francisco and New York City have unique housing situations, while Raleigh’s situation is more like the rest of the country.  He asserted Raleigh has a chance to take the lead on STR’s for the rest of the country, and asserted that half of STR guests are potential residents.  He expressed his belief STR’s increase chances for business, especially the tech industry, to expand in the region.  He asserted the issue is not just about neighbors and neighborhoods, but economic development, and suggested the City Council form a task force of stakeholders to help draft regulations.  He suggested that the task force meet times outside regular business hours.
Mayor McFarlane indicated she spoke with representatives from Airbnb and indicated they were willing to engage with the City as well as on a state-wide level with regard to hurricane evacuation plans, etc.  She questioned whether a permit would be required with Assistant Planning Director Crane responding in the affirmative; however the type of permit is presently under discussion and indicated there will be a fee set.  Mayor McFarlane questioned whether the City would assume any liability for the permit with Associate City Attorney Brandon Poole responding in the negative.

Mrs. Crowder expressed her belief there should be an ordinance in place for STR’s.

Mayor McFarlane talked about including condominiums and multi-family residences along with single family residences (SFR’s) in the definition of “whole house” noting some homeowners associations have rules in place regarding STR’s.  She talked about how the 400 foot distance rule may affect apartment and condominium buildings with Mrs. Crowder noting the City could modify the ordinance to accommodate apartments and condominiums.

Discussion took place regarding various definitions as well as possible negative effects for the distance rule and the reason behind the distance rule with Mrs. Crowder noting the distance rule is to help older neighborhoods that do not have established covenants.  

Discussion also took place regarding neighborhoods with large numbers of rental properties with Mr. Gaylord and Mrs. Crowder debating regarding complaints received for STR’s and LTR’s, whether the distance rule is fair for property owners who wish to use their property for economic benefit, and whether the distance rule is a step too far.

B&B listings versus Airbnb listings for SFR’s in Residential-4 through Residential-6 zonings was discussed with Assistant Planning Director Crane noting traditional B&B’s must be located in Residential-10, in a historic district, etc. and talked about apartment versus condominium designations.

Discussion took place regarding leasing regulations for apartments and the Planning Commission’s concern regarding including apartments in STR’s and how such apartments are distinguished from hotels with Mr. Gaylord noting a landlord can rent out an apartment for a short term and there is nothing the City could do about it.
Associate City Attorney Poole talked about tenant occupancy in apartments with Assistant Planning Director Crane noting the Planning Commission’s concern with apartment STR’s came from reports of issues encountered in other municipalities.

Discussion took place regarding the permitting process as well as staffing requirements for the process with Assistant Planning Director Crane noting once the initial push for permits passes the process becomes a zoning enforcement issue.

Mr. Thompson questioned if a property owner could be prevented from listing a property on a website if no permit is obtained and suggested a cease and desist order could be issued in such situations.  He also suggested that property owners in violation that own a number of properties should have all of the properties fall under the cease and desist order and not just the violating property.  He stated he cannot support SFR’s for whole-house rental and indicated he is more in favor of having townhouse and condominium rentals.

Discussion took place regarding various zonings and uses eligible for STR’s with Assistant Planning Director Crane suggesting staff could study the situation and bring a report to the Planning Commission.

Mayor McFarlane expressed concern over the disagreement for the “whole house” definition noting Airbnb lists whole houses, and expressed the need to better define “whole house”.   

Mr. Gaylord asserted he has seen no problem, nor has he received any complaints regarding STR’s for a whole house.  He expressed his belief whole house STR’s are better maintained and, until he sees a specific problem being eliminated he believes the distance regulation is unfair.

Mrs. Crowder expressed her belief the distance buffer is to maintain a balanced approach to the issue and indicated she also does not support whole house STR’s for SFR’s.
Mr. Gaylord pointed out government rarely rolls back regulations, but only increases them, and stated he would rather take small steps in regulation at first, then larger steps later.

Discussion took place regarding Board of Adjustment special use permit standards as well as the fact that special use permits could be pulled if violations or non-compliance is found.

Following further discussion, Mayor McFarlane moved to direct staff to draft a new ordinance to include language from the second version of TC-7-15, include the distance buffer for R-4 through R-6 zoning, include SFR’s in R-10 zoning, and include condominiums and apartments in the “whole house” definition for R-10 and higher.  Her motion was seconded by Mr. Thompson and put to a vote that resulted in the Mayor, Mr. Thompson, and Mrs. Crowder voting in the affirmative and Mr. Gaylord voting in the negative.  The Mayor ruled the motion adopted on a 3-1 vote.

Item #15-05 – Signs – UDO Regulations.  Assistant City Manager James Greene indicated the next EDI Committee meeting is scheduled for September 27, 2016 and questioned whether the Committee would be prepared to discuss this item at that time.  He stated the petitioner for this item would like to meet with the Committee as soon as possible.  Discussion took place among the Committee members with the Mayor indicating the Committee will discuss the matter at the September 27 meeting.
Adjournment:  There being no further business, Mayor McFarlane announced the meeting adjourned at 12:08 p.m.
Ralph L. Puccini
Assistant Deputy Clerk


