CBH - City Council Informal Meeting - 12/18/2007

CITY OF BEVERLY HILLS
STAFF REPORT

Meeting Date:  December 18, 2007

To: Honorable Mayor & City Council

From: Vincent P. Berioni, AICP, Director of Community Development
Peter Noonan, Associate Planner

Subject: Amendments to the Beverly Hills Municipal Code Regarding the
Reguiation of Reduction in Available Hotel Rooms and the
Collection of Transient Occupancy Tax.

Attachment: Luxury Rating for Hotels Located Within the City of Beverly Hills

INTRODUCTION

Staff is currently reviewing language in the Beverly Hills Municipal Code that affects how
the City reviews changes proposed to hotels and the means by which the City collects
Transient Occupancy Tax (TOT). The Planning Commission has directed Staff to
involve stakeholders from the hotel industry in the review process prior to bringing
forward proposed code amendments. Staff has developed a ttimeline for the public
involvement process and a time frame for review of potential changes to the Municipal
Code.

DISCUSSION

Hotels are an important source of revenue for the City. At the moment, hotels provide
the City's fourth largest revenue source through the collection of Transient Occupancy
Tax (TOT). When the Montage Hotel opens it is estimated that the TOT collected from
hotels will displace sales tax to become the City’'s third largest revenue source. To
assure that TOT remains constant, it is important that the City has the ability to
discourage hotels from reducing the amount of available guest room area and that TOT
is collectable for all hotel stays.

Currently there are 14 hotels located in the City of Beverly Hills. Of these 14 hotels, 3
are rated 5-star by the Mobil Travel Guide and 5-diamond by AAA. Please refer to the
attachment for a list of all hotels and their star and diamond rating. In order to maintain
their luxury rating, hotels must periodically renovate and expand the amenities and
services provided. Consideration will be required so that potential code changes will not
have a secondary effect of discouraging hotels from maintaining or increasing their
luxury rating. To address this issue, representatives from the hotel industry willggge 24 of 29
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consuited early on in the process o assure that potential code changes will not have
unanticipated negative effects on hotel operations.

Current Regulation of New and Existing Hotels

The Beverly Hills Municipal Code currently requires all new hotel proposals and any
changes that expand the building or intensify the use of an existing hotel to go through a
discretionary review process and obtain a Conditional Use Permit (CUP). For an
existing hotel, this required CUP is in addition to the original CUP that allowed the hotel
to be built.

Currently, the City does not require any form of discretionary review for changes to
hotels that would not expand or intensify the hotel building or use, such as a renovation
that would result in a reduction in the amount of available guest room area. Increasing
the City ability to review changes would allow the City to better regulate changes to a
hotel that had a potential to reduce the amount of available guest room area and thereby
affecting the amount of TOT collected. Discretionary review would balance the need for
hotels to remodel and remain competitive in the market, while ensuring that proposed
changes are evaluated based on their potential impacts including a potential reduction in
TOT.

Potential Code Amendments to Provide Additional Regulation of Reductions in
Available Rooms

The objectives of revising the means by which the City reviews proposed changes to
existing hotels have been listed below. A reduction in the overall square foot area of
available guest rooms could result in a reduction in the amount of collectable TOT. In
order to address this potential fiscal impact, the Municipal Code should be revised to
provide the City with an increased ability to review alterations that would lead to a
reduction in guest room area.

Objectives of Madified Regulation of the Reduction of
Total Guest Room Area

e Limit alterations that could lead to an overall reduction in the total square
foot area of available guest rooms.

+ Avoid discouraging hotels from renovating in order to maintain or increase
their star status.

¢ Review and revise the means by which the City regulates conversion of
hotels to residential uses in the multi-family zones.

+ Review and revise the code definition of a hotel.

Current Collection of Transient Occupancy Tax

Current code allows TOT to be coliected on all hotel room stays on a per day basis for
up to 30 consecutive days. Once a hotel stay has exceeded 30 days, the stay is no
longer considered a “Transient Occupancy” and TOT is no longer collected. An
exemption to this is that when a hotel stay is booked for more than 30 consecutive days
in advance the eniire length of the stay is exempted from TOT and no tax is collected.
Currently, the City does not know how many hotel rooms are being occupied under
greater than 30 day lease agreements. However, it has been estimated that in the
smaller hotels, long-term stays could account for up to 50% of the guest rooms.
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Potential Code Amendments Affecting the Collection of Transient Occupancy Tax
Code sections affecting the collection of TOT are currently under review to accomplish
the objectives listed in the following chart. The intention of proposing new code
language is to provide the ability to continue to capture TOT at constant rates,
regardless of the length of stays or the number of rcoms occupied by long-term guests.

Objectives of Revising the Code Sections that Regulate the Collection of
Transient Occupancy Tax

[ ]

Potentially redefine when a long-term stay would no longer be considered a

“Transient Occupancy”

+ Revise the section that allows longer than 30 day stays an exemption for
TOT.

o Provide additional language that would require long-term hotel guests to
check out and check in on a periodic basis in order to continue to capture
TOT.

s Review code language to ensure that the City continues to capture TOT

when ownership of a hotel is transferred.

Public Involvement and Review of Potential Code Amendments

A timeline for stakeholder involvement has been provided for the Council’s information.
City Staff will involve representatives from the hotel industry as well as members of the
Chamber of Commerce through the process of developing proposed code changes. In
order to capture stakeholder comments early in the process, the first public meeting will
be held shortly after the New Year.

Public Involvement Process Timeline

Initial stakeholder meeting and solicitation

January, 2008 of input from stakeholders.

Release draft language for stakeholder

February, 2008 review and comment.

2" stakeholder meeting to review draft
February, 2008 language and to share any changes
resulting from the public review process.

Review by the City would begin shortly after the second stakeholder meeting is held in
March of this coming year. Zoning code amendments would first be reviewed by the
Planning Commission before coming before the City Council. A time frame for proposed
code changes is provided on the following page.
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Code Amendment Review Time Frame

Review of draft Zoning Code

March, 2008 Amendments by the Planning
Commission.
Review of draft Code Amendments by the
April, 2008 City Council.

1* reading of the ordinance.

May, 2008 2" reading of the ordinance.

FISCAL IMPACT

At this time, no fiscal impacts are anticipated, however, if code amendments are adopted
an increase in TOT may result.

RECOMMENDATION
Receive and File.

Vincent P. Bertoni, AICE__

»  Approved BVU é
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LUXURY RATING FOR HOTELS LOCATED
WITHIN THE CITY OF BEVERLY HILLS

Stars Diamonds
Hotel (Mobil) (AAA) Address Zone
Avalon 3 3 9400 W. Olympic R-4
Blvd.
SP
Beverly Hills Hotel 5 5 9641 Sunset Blvd. | (Specific
Plan)
Beverly Hills Reeves 2 Not Rated | 120 S. Reeves Dr. R-4
Beverly Hilion 3 3 9876 Wilshire C-3
Beverly Terrace Not Rated | Not Rated | 469 N. Doheny Dr. R-4
Beverly Wiishire Four 4 4 9500 Wilshire c-3
Season Hotsal Blvd.
The Crescent 3 Not Rated g?3 N. Crescent RMCP
Hotel Del Flores Not Rated | Not Rated é?g N. Crescent RMCP
Luxe Hotel Rodeo 3 3 360 N. Rodeo Dr. C-3
Maison 140 2 Not Rated | 140 8. Lasky Dr. C-3
Mosaic 3 3 1258 Spalding c-3
, 0882 Santa
Peninsula 5 5 Monica Blvd. C-3
Raffles L'Ermitage 5 5 9291 Burton Way R-4
Thompson Hotel Not Rated | Not Rated g?\%o Wilshire c-3

Star ratings are provided by the Mobil Travel Guide and the Exxon Mobil Corporation.

Diamond ratings are provided by AAA.
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