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LAW AND PUBLIC SAFETY COMMITTEE

The Law and Public Safety Committee of the City of Raleigh met on Tuesday, February 24, 2015 at 4:00 p.m. in the Conference Room 305, Raleigh Municipal Building, 222 West Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present:  

Committee   





Staff

Councilor Mary Ann Baldwin, Chair, Presiding
City Attorney McCormick 

Councilor Maiorano 




Assistant City Manager Adams-David 

Councilor Odom




Assistant Planning Director Crane
These are summary minutes unless otherwise indicated.

Chairperson Baldwin called the meeting to order at 4:00 p.m. and the following item(s) were discussed with actions taken as shown.  

Item# 13-09 – Municipal Service District – Expansion Policy.  Ms. Baldwin indicated this item was previously discussed at the Committee’s October 14, 2014 and January 6, 2015 meetings and held over further discussion.  She indicated a Committee members received a revised map in their agenda packet and the Committee had already received public input.

Mr. Odom requested a brief review from staff.

Assistant City Manager Marchell Adams-David indicated Staff made minor adjustments to the plan after receiving input from the Committee and the public, which reads as follows (clerk’s note – staff’s changes in bold):
The following proposed expansion guidelines address questions raised at the January 13, 2015 Law & Public Safety Committee meeting:

Per NC General Statute 160A-537, MSDs can be created if the following occurs:

A city council must prepare a report containing a map of the proposed district,

A statement of the services needed in the district above and beyond those provided in the rest of the city, and

A plan for providing those services must be developed

After the required public notice and meetings, the city council can adopt a resolution authorizing the additional tax be collected in the following fiscal year.  The city council typically sets the district tax rate as part of the budget process.  While the tax rate and district boundaries are established by the governing board, a city can contract with another agency to provide services in the district.

The City of Raleigh currently has two districts - Hillsborough Street & Downtown.  The downtown district is managed by the Downtown Raleigh Alliance and the Hillsborough Street district is managed by the Hillsborough Street CSC.  Within those districts advocacy, streetscape, revitalization, clean & safety programs, beautification, marketing and business development services are offered to property owners.

In an attempt to address the pending Hillsborough Street expansion request, create a true sense of neighborhood equity and district consistency, the following is offered as policy provisions for MSDs in the City of Raleigh.

Proposed Policy Language for Municipal Service Districts in the City of Raleigh:

Expansion-
· Expansion requests may be initiated by the board of directors of existing municipal service districts.  Those requests are presented to the City Council.  All changes to a district's boundaries are made at the discretion of the city council.  The city council can extend the boundaries of MSD contiguous areas that require the services provided in the district.  The boundaries should not include or create donut holes.  The zoning of property will be taken into consideration when determining the feasibility and design of municipal service districts.
· The boundaries may also be extended by signed petition of 100% of property owners of an area to be added.

· An expansion task force comprised of residential and commercial property owners, as well as governmental representatives (planning, economic development, and city manager's office) shall be formed to assess the proposed district and provide leadership throughout the process.

Removal or Exemption from district-
· Property owners with standing in the district may request removal or exemption when council determines the property no longer requires the additional services provided by the MSD.  Property may only be removed by resolution of the city council.

· No property shall be removed from the Municipal Service District without a public hearing being held by the city council.  If removal is approved by council, the property shall remain in the district and meet all obligations thereof  until the end of the fiscal year

Taxation-
· Unless exempted by NC general statute (governmental, educational, scientific, literary, religious ownership & uses and personal property owned by stated assessed public service companies), all property within the district is uniformly subjected to the MSD tax.

Residential-
· No exemptions should be made for single occupant buildings that may be used for a mixture of purposes including a home office and a residence.

· Because municipal service districts strive to create and enhance neighborhoods and neighborhood services, all residential properties (including condos, townhomes and single­ family owner-occupied dwellings) within the designated boundaries shall be part of the district.

Notifications-
· In addition to the requirements of NC general statutes for advertising municipal service expansions, it is highly recommended that additional public meetings are held throughout the process.  The process can take 9-18 months.

· Surveys should be conducted of the property owners in the expansion area to supplement the discussions held at public meetings to ensure that the desires of the neighborhoods are considered.

· Notifications will be distributed to residents within the proposed boundaries of the municipal service district.  Such notification will include the proposed tax rate for the district.

*Standing is established when a property owner pays the required tax.
Mr. Odom indicated this report puts the City where it wants to be and moved to recommend adopting the policy as amended.  His motion was seconded by Mr. Maiorano and put to a vote and passed unanimously.  Ms. Baldwin ruled the motion adopted.
Ms. Baldwin talked about the proposed additions to the Hillsborough Street Municipal Services District to include portions of Cameron Village and east Morgan Street.  
Jeff Murison, Hillsborough Street Community Services Corporation, pointed out the current zone boundary authorized by City Council in June of 2014 as well as the proposed expansions on a map provided at the meeting and included in the agenda packet.  In response to questions, the proposed expansions included parking lots for existing commercial establishments including the International House of Pancakes and a nearby fraternity house.  He also pointed out the proposed expansion included properties along Oberlin Road, Morgan Street, and Maiden Lane.  

Discussion took place regarding the number of residential and commercial properties affected by the proposed expansion with Mr. Odom pointing out the revised policy gives property owners the option for opting out of the zone.  

Ms. Baldwin expressed concern there is not enough commercial use along the eastern portion of Morgan Street and moved to recommend the expansion of the Hillsborough Street Municipal Services district to include all ancillary lots and the portion of Cameron Village and deny the expansion along the eastern portion of Morgan Street.  Her motion was seconded by Mr. Maiorano and put to a vote and passed unanimously.  Ms. Baldwin ruled the motion adopted.
Item #13-15 – Home Rental Services.  Ms. Baldwin indicated she would have canceled the meeting due to the inclement weather; however the representative from AirBNB had flown in to attend the meeting and was present.

The following Staff report was included in the agenda packet:

At the request of City Council, staff has performed research related to short-term residential rentals.  Staff produced a memorandum for the January 20th City Council meeting, which is attached for reference.  The memorandum provides a summary of existing regulations for short term rentals, identifies impacts related to the use, and offers some best practices for regulating the use.
Staff identified a number of potential options to accommodate short term residential rentals in the City.  If the City Council wishes to explore the use further, appropriate zoning districts would need to be identified.  Staff has explored the following options, which can be included in the Unified Development Ordinance:
· Create standards to cap number of occupants or rooms rented
· Require property owner to reside on the property
· Create standards for parking
· Require the owner to register as a short-term rental
· Require annual registration and inspection
Through discussion at the City Council level, additional regulations may be identified.  A change to the Unified Development Ordinance would be required, which would include review of the regulations by the Planning Commission and a public hearing before the City Council.  Staff would need to create a business process for application, registry and inspection of short-term rentals.  Staff would suggest that the permits and inspection include a fee to partially recover cost of service.
Staff will provide a presentation on the materials and answer questions raised by the Committee.
Assistant Planning Director Travis Crane used a PowerPoint presentation to give an overview of the item as well as comparing how other municipalities are handling the issue.  The PowerPoint was outlined as follows:
Short Term Residential Rentals

· Rental of a room or property for a short period of time

· Can rent portion or entire house

· Can have separate entrance and private rented space or shared space with rest of occupants

· Common in resort communities, vacation spots

· Becoming more popular in larger cities

How did we get here?

· Staff received zoning complaint in November 2014 

· At December 2nd meeting, Council asked for additional information regarding use, best practices

· Staff provided memorandum at January 20th meeting

History of Use in Raleigh

· Both codes contain “Bed & Breakfast” use

· Originally inserted in code in 1984; regulations amended in 1992 to expand allowance

· Part 10 code included “Room rental in a dwelling unit (lodger)”

· Bed & Breakfast carried into UDO; lodger use was not

Standard






Part 10
UDO
Located in historic district, landmark, National Register
X
X

Must be in single family structure
X
X

Must meet density
X

400-foot separation from another B&B
X
X

Must provide parking
X

Special use permit required
X


Impacts identified with short term rentals:

· Presence of business in neighborhood

· Increased activity on property

· Parking to accommodate renters

· Potential conflict with other regulations (density, other long-term rental arrangements)

· Increase in traffic

Opportunities identified with short term rentals:

· Increase in available lodging for travelers

· Additional income generation for property owner

· Additional revenue for local government

· 6% room occupancy tax (Wake County)

· Potential future fees/licensing 

Cities that allow short term rentals:


Portland, OR


Austin, TX


Seattle, WA


Madison, WI


San Diego, CA

Chicago, IL


San Francisco, CA

Miami, FL

Palm Springs, CA

Charleston, SC


Phoenix, AZ


Washington, DC


Las Vegas, NV

Some cities have regulations to address vacation rentals

· Resort communities

· Rentals occur in week blocks

· Cities concerned with accountability of guests’ actions; life/safety concerns

· Allowed in certain areas of city

Other cities have regulations to address internet based rentals

Regulations address:

· Occupancy by owner

· Amount of area rented 

· Permitting (initial and annual)

· Inspection

Best practices identified through research:

· Only permitted in certain zoning districts

· Few cities allow everywhere (Portland, Austin)

· Create regulations to mitigate impacts

· Size, parking, maximum number of guests, signage

· Require registration/permit 

· Require owner to reside in structure

Options for consideration:

1. Maintain Status Quo

· Limited allowance for use

2.  Change Zoning Code

· Allow in more zoning districts

· Create use standards

· Identify appropriate business practice

Modifying the UDO:

1. Review by Planning Commission, public hearing by Council

2. Identification of standards

· Appropriate zoning districts

· Special Use Permit?

· Maximum number of rooms/area

· Parking 

· Owner occupancy

3. Creation of business practices

· Rental registration

· Permit/submittal fee required

· Property inspection

Clerk’s note: the PowerPoint presentation also included a listing of zones that allow bed and breakfast inns for both Part 10 and the Unified Development Ordinance (UDO).

Mr. Maiorano questioned why the parking and special use permit requirements did not carry over from Part 10 to the UDO with Assistant Planning Director Crane responding this type of use is not a typical traffic generator as it is more destination-oriented.  

Mr. Maiorano questioned which cities do not allow short term rentals with Mr. Crane responding he was not able to quantify specifics.  Mr. Odom questioned whether there were cities that looked at short term rentals and decide to not allow them with Mr. Crane he could not find any.

Ms. Baldwin questioned whether there were other cities that permitted renting out the entire dwelling with Mr. Crane responding in the affirmative; however, owners were permitted a maximum amount of time the residences could be rented, but this is difficult to enforce.  Ms. Baldwin questioned whether AirBNB could regulate the number of times a residence may be rented over the course of a year with Mr. Crane responding enforcement would be difficult as there are a number of websites that offer short-term rentals including Craig’s List, etc.
Steven Mange, Director of Government Affairs, North Carolina Restaurant and Lodging Association, indicated he was present to speak on behalf of the traditional lodging establishments that include hotels and bed and breakfast (B&B) inns.  He talked about occupancy tax revenues generated through tourism promotions, and indicated the Association has no interest in shutting down AirBNB as it acknowledges how state of the art technology has changed the landscape of vacation rentals; however the Association wants a level playing field.  He expressed concern regarding the collection of occupancy taxes and fees, fire and public safety, parking, etc., and talked about attending a recent public form in Asheville where members of the public talked about willingness to pay the occupancy tax and address the safety issues if those regulations were made clearer to the follow and enforce.
Mr. Mange went on to talk about proposing regulations at the state level to address occupancy and use tax regulations, as well as instituting a state-wide registry for those engaged in short term rental listings.  
Mr. Maiorano questioned whether there was an established model for a state-wide registry with Mr. Mange responding the traditional lodging industry has a similar registry through the State’s Division of Public Health.  In response to questions, Mr. Mange acknowledged some cities have a registry, but there are no state-wide registries.

Mr. Odom expressed concern regarding giving such control to the State and would much prefer more local control.

Max Pomeranc, Public Policy Director for AirBNB, indicated his company is concerned with keeping things simple.  He indicated most AirBNB listers do it on the side: a few times a year, a weekend, for a sabbatical, etc.  He expressed concern regarding establishing a public registry as it may discourage most users who list only on occasion; however, he acknowledged a registry would be easier for those who list their properties on a regular basis, such as properties that are rented for more than 180 days per year.  He questioned the definition of “primary residence” indicating most cities define those as owner-occupied more than 180 days per year.
Mr. Odom talked about how such an application as AirBNB competes with commercial B&B’s and soul would want a more level playing field.

Ms. Baldwin expressed concern regarding owners who purchase properties in order to rent out the entire residence on a short term basis with Mr. Pomeranc pointing out most beach communities are okay with that and went on to talk about how some cities regulate such rentals.  Ms. Baldwin pointed out the City of Raleigh requires the owner occupy the residence in a B&B.

Mr. Pomeranc talked about how his company handles customer and lister complaints and how it is a challenge to regulate its lister noting AirBNB is “learning as it goes” and went on to refer to the City of San Jose’s example of initiating an 18-month pilot program for short term rentals.

Ms. Baldwin questioned the number of local “amateurs” listing on AirBNB including those who rent out rooms or entire residences with Mr. Pomeranc responding he will research those numbers and bring a response back to the Committee.
Mr. Pomeranc talked about how AirBNB is addressing collecting and paying occupancy taxes and indicated his company is open to working with the State on voluntary collection and paying the tax.

Ms. Baldwin questioned how AirBNB addresses safety issues with Mr. Pomeranc responding his company requires its listers provide emergency exit maps, smoke alarms, etc.  He compared his company’s safety regulations to that of the automobile industry in that it has general safety standards; however, each State as its own, more detailed and stringent measures, and stated his company is eager to work with local municipalities to address safety issues.  In response to questions, Mr. Pomeranc stated his company has a $1 million policy which covers damage by renters as well as a $1 million homeowner policy which covers hosts in areas not covered by the hosts’ own homeowners policy.

Discussion took place regarding AirBNB’s application process with Mr. Odom questioning why Raleigh shouldn’t have its own registry with Mr. Pomeranc expressing concern for the privacy of those hosts who list their properties on occasion.
Brief discussion took place regarding how the City of Austin, Texas regulates its short-term rentals.

Brad Thompson, indicated he is a host on AirBNB and talked about his experience in residential and commercial real estate.  He talked about the shortage of hotel space in the area and how local listers on AirBNB have experienced success.  He asserted there is no parking issue and expressed concern regarding the rush to regulate the industry.  In response to questions, Mr. Thompson expressed his opinion a commercial registry would deter some people from listing their residences; however, he supports purchasing multiple residences for use as short-term rentals as he believes the market supports it, and asserted the owner-occupancy rule would be difficult to enforce.
Mr. Odom talked about the number of rental residences in his district and how those residences are registered with the City.  He expressed concern regarding how short-term rentals may cause difficulty in the neighborhood with Mr. Thompson pointing out he does not split-rent his premises.

Mr. Thompson went on to talk about his positive experience with AirBNB with Mr. Pomeranc adding how hosts and guests rate each other on the AirBNB website and talked about how those ratings help keep the quality of hosts and facilities up.  In response to questions, Mr. Thompson stated he rents 3 bedrooms in his home and talked about difficulty maintaining non-owner-occupied residences.  He reiterated he had a very good experience with AirBNB and asserted there is not real competition with hotels as most users of AirBNB are executives who are on a work-vacation and may have certain dietary restrictions and requirements, and he could better accommodate them.
Doris Jurkiewicz, 414 North Bloodworth Street, stated she is the owner of the Oakwood Inn Bed and Breakfast and expressed concern the playing field is not level.  She asserted AirBNB is taking away her customers and talked about all the rules and regulations she must follow to run her business.  She talked about how a potential customer told her she chose to stay at an AirBNB because it was cheaper and she didn’t need breakfast.  She talked further about how AirBNB affected her business and pointed out another B&B in Raleigh closed because they were not able to compete with AirBNB.  She indicated she could list which of her neighbors are renting rooms through AirBNB and how they are not regulated whereas she is required to meet all state and local fire and health regulations.  She talked about how her business is treated as a hotel and pointe out AirBNB is a multi-billion dollar industry whereas she is a mom-and-pop operation.

Greg Stebben, 1803 White Oak Road, talked about his experience with AirBNB pointing out people stay in his house almost every day.  He stated he has been promoting AirBNB every day on the radio as he is a technology journalist, and asserted Raleigh needs to work things out with AirBNB since Raleigh is known as a technology hub and there is potential for becoming a prime example of the kind of partnership other cities can emulate.
Mr. Pomeranc noted in his travels he found each city has a unique housing situation and expressed his company’s desire to establish such a partnership with Raleigh and use it as an example as a partnership “done right”.
Mr. Odom expressed concern regarding enforcement and maintaining control over the short-term rental situation with Ms. Baldwin indicating once the Committee receives the data from AirBNB the City can get a better picture.

Mr. Maiorano questioned whether a uniform code of enforcement was not yet formed and expressed concern regarding how businesses struggle with regulations, and also expressed concern regarding neighbors not wanting commercial businesses in their neighborhoods with Mr. Pomeranc pointing out the San Jose program was only recently established in February of this year.  Mr. Maiorano pointed out the City currently deals with boarding houses embedded in certain neighborhoods and the problems surrounding that situation.

Jeff Murison talked about his neighbors being AirBNB hosts and how he happened to be present at his neighbors’ home when their guests arrived and he was able to meet and talk with them.  He indicated he had such a good experience with the meeting he himself began listing with AirBNB.  He expressed concern he would not want to register his listing with the City and talked about how every 4 years in the Washington DC area almost every residence is rented out for the inauguration festivities.
Billy Edwards, Greater Raleigh Convention and Visitors Bureau, expressed concern conventioneers using AirBNB facilities as a result of Convention and Visitors Bureau-funded promotion and advertising on the behalf of area hotels.
Discussion took place regarding how AirBNB collects and pays occupancy taxes.

Mr. Stebben asserted all the regulations could be handled by AirBNB at the corporate level with Ms. Baldwin questioning if the City limited the number of times a person can rent rooms over the course of a year could AirBNB handle that requirement.  Mr. Pomeranc responded in the negative pointing out the host could list on other sites as well and went on to reiterate concern regarding self-regulation and privacy issues.

Discussion took place regarding the number of listing sites available on the internet besides AirBNB as well as the regions served by those sites with Mr. Thompson asserting many of those listings are owner-occupied and talking about how each AirBNB host serves a certain niche clientele.  He talked about how one guest flew his entire family from Hawaii so the father could attend a meeting at the Convention Center, and wanted to use the time for a family vacation.
Ms. Baldwin summarized the discussion noting the Committee won’t take action at this time as the inclement weather prevented some people from attending the meeting.  She indicated this item will be held over to March and will invite additional public comment at that time.  She questioned whether there was a local AirBNB representative with Mr. Pomeranc responding his company’s San Francisco representative is from the Raleigh area and that her mother is also an AirBNB host.  He indicated it would be better if the City hears from local hosts.

Adjournment:  There being no further business the meeting was adjourned at 5:40 p.m.

Ralph L. Puccini
Assistant Deputy Clerk 
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