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INTRODUCTION

On July 2, 2019, the Board of County Commissioners (BOCC) authorized Community Planning &
Permitting (CP&P) staff to pursue text amendments to the Short-Term Dwelling Rental and Bed and
Breakfast provisions in the Boulder County Land Use Code (the “Code”). Subsequently, in March
2020, the Colorado State Legislature passed bill HB 20-1093 authorizing counties, including Boulder
County, to license and regulate short-term rentals. As a result, CP&P staff are proposing a two-
pronged approach to regulate short-term rentals: first, text amendments to the Boulder County Land
Use Code and second, a Licensing Ordinance. The text amendments and Licensing Ordinance will
work together to regulate short-term dwelling rentals in unincorporated Boulder County.

The December 3, 2020 public hearing constitutes the Second Reading of the Licensing Ordinance and
is in compliance with C.R.S. § 13-15-401, et. seq.

OBJECTIVES AND SCOPE

Until recently, Boulder County did not have authority to license short-term rentals in unincorporated
Boulder County. In the absence of that authority and with outdated regulations, concerns about
balancing the benefits and burdens of short-term rentals, maintaining housing stock and affordability,
addressing impacts of the use, and enforcing Short-Term Dwelling Rental regulations necessitated an
update of the existing text amendments and a licensing program. With its new authority from HB-20-
1093, staff drafted Licensing Ordinance No. 2020-01 to address a number of concerns of short-term
rentals, primarily, those related to the impacts of the use and the use’s enforcement mechanism. The
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proposed Licensing Ordinance aims to facilitate safe accommodations, address potential negative
impacts to neighbors and the community, and provide more effective enforcement mechanisms for
short-term rentals. The Licensing Ordinance also addresses application requirements, operating
requirements, inspections, the appeal process, and enforcement mechanisms. The proposed Licensing
Ordinance acts in tandem with the proposed text amendments, where the Land Use Code regulates the
land use aspects (zone district, lot sizes, etc.) the Ordinance would establish operational requirements
for the rentals. As part of the text amendment to the Land Use Code staff is recommending that the
new regulations not become effective until the Licensing Ordinance is effective.

OVERVIEW OF REGULATIONS

As proposed, a license will be required for all short-term rentals in unincorporated Boulder County
and licenses will be valid for a period of two years. The Licensing Ordinance outlines the
requirements for two types of licenses: Vacation Rental Licenses and Short-Term Rental Licenses.
Vacation Rental Licenses will be administered to Vacation Rentals, as defined in the proposed text
amendments to the Boulder County Land Use Code. Short-Term Rental Licenses will be issued to
Primary Dwelling Short-Term Rentals and Secondary Dwelling Short-Term Rentals, as defined in the
Boulder County Land Use Code. Only one license of any type may be issued to each person and any
legal entities associated with that person.

Table 1 below outlines some of the key requirements for both types of licenses:

OVERVIEW OF LICENSE REQUIREMENTS

Requirement Vacation Rental License Short-Term Rental License

Proof of Insurance X X

Parking Plan/Floor Plan X X

Sales Tax License X X

Building Inspection for X X

Health/Safety Requirements

Land Use Approval X For Secondary Dwelling Short-
Term Rental

No unpermitted uses, X

unapproved uses, unpermitted
work on Licensed Premises

Wildfire Partners Certified in X Upon First Renewal
Wildfire Zone 1
Septic System (OWTS) Permit X X

Table 1: Overview of License Requirements

In addition to the above requirements, all Licensees are subject to a variety of operating requirements.
Some of these include occupancy limits, outdoor fire restrictions, local manager requirements,
advertising restrictions, and compliance with anti-discrimination laws. Violations of the Licensing
Ordinance may result in fines, revocation/suspension of the license, and other remedies as allowed by
law. The fees for the Licenses will be adopted in a separate fee schedule.

RECOMMENDATION

Staff believes that this Licensing Ordinance is both proper under C.R.S. 30-15-401(1)(s) and
necessary to appropriately balance the competing values of housing stock and affordability, a tourism
industry, and the health, safety, and welfare of Boulder County residents. Therefore, staff
recommends that the Board of County Commissioners adopt Ordinance No. 2020-01: An ordinance
by the Board of County Commissioners for the County of Boulder for the Licensing of Short-Term
Dwelling Rentals and Vacation Rentals within the unincorporated area of Boulder County, pursuant
to C.R.S. 30-15-404.
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ORDINANCE NO. 2020-01
AN ORDINANCE BY THE BOARD OF COUNTY COMMISSIONERS FOR THE COUNTY OF BOULDER FOR THE
LICENSING OF SHORT-TERM DWELLING RENTALS AND VACATION RENTALS WITHIN THE
UNINCORPORATED AREA OF BOULDER COUNTY

RECITALS

A. Boards of County Commissioners are empowered by C.R.S. § 30-15-401(1)(s) to “license and
regulate” the short-term rental of residential Dwelling Units and to “fix the fees, terms, and
manner for issuing and revoking licenses”; and

B. The use of residential Dwelling Units as short-term rentals has grown drastically in the past
decade; and

C. The short-term rental of residential Dwelling Units can benefit communities by offering
supplemental income to property owners, supporting the local economy through tourism and
agri-tourism, creating local job opportunities, and fostering community between the short-term
rental hosts and renters; and

D. Studies and reports have concluded that short-term rental of residential property creates
adverse impacts to the health, safety, and welfare of communities, including an increase in
housing costs and depletion of residential housing opportunities for persons seeking full-
time accommodations; and

E. Boulder County has received numerous comments expressing concern about how the short-
term rental of Dwelling Units might impact housing stock and the residential and rural character
of Boulder County; and

F. Boulder County “prioritizes preserving housing units for Boulder County residents and workers
and their families and limits visitor- and tourism serving uses such as short-term rentals. The
county evaluates applications for tourism serving uses based on safety for visitors and county
residents in addition to compatibility with neighborhood character” as outlined in the Boulder
County Comprehensive Plan Section 3.06; and

G. This Ordinance intends to: (1) facilitate safe short-term rental of residential Dwelling Units in a
way that balances the benefits and burdens on the local community; (2) preserve existing
housing stock and protect housing affordability; (3) track, manage, and enforce violations of this
Ordinance; and (4) protect the health, safety, and welfare of the public; and

H. Cities and towns within the county may consent to have this ordinance apply within their
boundaries, as provided in C.R.S §30-15-401(8).

BE IT ORDAINED BY THE BOARD OF COUNTY COMMISSIONERS FOR THE COUNTY OF BOULDER AS
FOLLOWS:

Section 1: Definitions
A. The definitions found in the Boulder County Land Use Code will apply to this Ordinance,
except the following words, terms, and phrases will have the following meanings:

1. Director: The Director of the Boulder County Community Planning &
Permitting Department, or the Director’s designee.

2. License: A Short-Term Rental License or Vacation Rental License issued pursuant to this
Ordinance.

3. Licensee: The person or legal entity who is issued the License.

4. Licensed Premises: The parcel or lot on which the Short-Term Rental or Vacation Rental
is located.
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10.

11.

Major Offense: Any violations of this Ordinance that endanger the health, safety, or
welfare of the public, as determined by the Director.

Minor Offense: Any violations of this Ordinance that are procedural or do not endanger
the health, safety, or welfare of the public, as determined by the Director.

On-Site: Contiguous parcels or lots under the same ownership and control as the
Licensed Premises.

Primary Residence: The Dwelling Unit in which a person resides for more than six (6)
months out of each calendar year. A Dwelling Unit is presumed to not be a Primary
Residence if (1) the entire unit is offered and available for rent for more than twenty
days in any month; (2) the person's spouse or domestic partner has a different Primary
Residence; or (3) the person's driver's license, voter registration or any dependent's
school registration shows a different residence address. These presumptions are
rebuttable, but each must be rebutted by credible evidence from the party claiming that
the dwelling is a Primary Residence.

Short-Term Rental: Includes Primary Dwelling Short-Term Rentals and Secondary
Dwelling Short-Term Rentals, as defined in the Boulder County Land Use Code.
Sleeping Room: Any rooms or areas within the Licensed Dwelling Unit that are intended
to be used as a sleeping place for guests.

Vacation Rental: Defined in the Boulder County Land Use Code.

Section 2: License Required
A. Local License Required. It is a violation of this Ordinance to operate a Short-Term Rental or

Vacation Rental within the unincorporated area of Boulder County, Colorado, or any
municipality which consents to the application of this ordinance within its jurisdiction, without a
current Short-Term Rental License or Vacation Rental License.

w

A property which is deed-restricted as affordable housing is not eligible for a License.

C. Only one License of any type (Short-Term Rental License or Vacation Rental License) may be
issued to each person and any legal entities associated with that person, including trusts,
corporations, estates, or associations.

Section 3: Licenses
A. Short-Term Rental License and Vacation Rental License: The Director is authorized to issue a

Short-Term Rental License or a Vacation Rental License under the terms and conditions of this
Ordinance. Licensees remain subject to all other federal, state, or local law requirements
including the Boulder County Land Use Code.

Section 4: Licensing Procedure
A. An application for a License must include:

1.

Application Form. Applicant must designate all agents, exhibit all property owner and
Local Manager signatures, and have all necessary information completed.

Proof of Insurance. Applicant must demonstrate that the proposed Licensed Premises is
covered by appropriate insurance in the form of a property owner (HO-3) policy,
dwelling fire (HO-5), or unit owner’s policy (HO-6), which covers a rental exposure, with
adequate liability and property insurance limits that must at a minimum insure liability
at $500,000.

Proof of Primary Residence, if applicable. The applicant must demonstrate that the
Dwelling Unit is the property owner’s Primary Residence by presenting a Colorado state-
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issued driver’s license or Colorado state-issued identification card and at least one of
the following documents:
a. Voter Registration;
b. Motor Vehicle Registration;
c. Income Tax Return with address listed; or
d. Any other legal documentation deemed sufficient by the Director, which is
pertinent to establishing the property owner’s Primary Residence.

4. Proof of Ownership. Applicant must demonstrate ownership of the Licensed
Premises by including a copy of the current deed.

5. Parking Plan. Applicant must demonstrate compliance with the applicable Boulder
County Land Use Code and Boulder County Multimodal Transportation Standards for
On-Site parking.

6. Floor Plan. The floor plan must show locations within the Dwelling Unit of all smoke
detectors, fire extinguishers, and carbon monoxide detectors, as well as
locations of Sleeping Rooms and egress, as required under Section 5 of this Ordinance
and the applicable Building Code.

7. Proof of Land Use Approvals. For Secondary Dwelling Short-Term Rentals and Vacation
Rentals, documentation demonstrating that the applicant has obtained the required
approvals under the Boulder County Land Use Code.

8. List of Adjacent Owners. Names, physical addresses, mailing addresses, and additional
contact information (if known) for owners of all immediately adjacent parcels.

9. Payment. Payment of all applicable License fees.

10. Property Taxes. For Vacation Rentals and Secondary Dwelling Short-Term Rentals, proof
that property taxes have been paid to date.

11. Sales Tax License. All Licensees will be required to remit all applicable taxes for the
Licensed Premises, including state and local sales and use taxes. Applicant must provide
one of the following:

a. Anindividual sales tax license number issued to the Licensee or Local Manager
from the State of Colorado Department of Revenue; OR

b. Proof that the only platforms used to advertise and book the Licensed Premises
remit taxes on behalf of the Licensee. Licensees may not advertise or book on
web platforms that do not remit taxes on behalf of the Licensee without an
individual sales tax license number.

B. The applicant’s failure to timely provide any requested information may be grounds for denial of
the application.

C. The Director may refer the application to additional agencies or departments. On properties
over which a Boulder County conservation easement has been granted, the Director will refer
the application to the easement holder.

D. Notice. For Short-Term Rental Licenses for Primary Dwelling Short-Term Rentals, Boulder County
will provide notification by U.S. Mail, first-class postage or email to all owners of immediately
adjacent parcels when the License is issued by the Director.

Section 5: Licensing Requirements
A. Before issuing a License, the Director must determine that the applicant has met following
requirements:
1. Land Use Approval. The applicant complied with all Boulder County Land
Use Code requirements, as applicable.
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2. Building Inspection. The Chief Building Official or the Chief Building Official’s

designee determined the following from an inspection:
a. Forall Licensed Premises:
i. The Dwelling Unit to be rented contains:

(1) Operable fire extinguishers in each Sleeping Room and in the
kitchen, or an Automatic Residential Fire Sprinkler System.

(2) Operable smoke detectors:

a. Ineach Sleeping Room;

b. Outside each guest sleeping area in the immediate
vicinity of the Sleeping Rooms; and

c. On each additional story of the Dwelling Unit including
basements and habitable attics.

(3) A UL 2075 compliant carbon monoxide detector installed
outside of each separate guest sleeping area in the immediate
vicinity of the Sleeping Rooms in the Dwelling Unit.

ii. The Dwelling Unit is served by water supplies that are in conformance
with the regulations and requirements of the Boulder County Public
Health Department, Colorado Department of Public Health and
Environment, and the Colorado Division of Water Resources.

iii. Sleeping Rooms must be legally existing.

(1) Sleeping Rooms built prior to 1976 must have code conforming
Emergency Escape and Rescue Openings.

iv. The Dwelling Unit has no observable structural defects;

v. Any plumbing, electrical, and heating and cooling systems in the
Dwelling Unit are in a good state of repair; and

vi. Nothing on the Licensed Premises or in the Dwelling Unit pose a
significant risk to the health, safety, or welfare of the occupants or
surrounding properties.
b. For Vacation Rentals:

i. No unapproved uses, unpermitted uses, or unpermitted work exist on
the Licensed Premises.

3. Wildfire Mitigation within Wildfire Zone 1. The Wildfire Mitigation Team or the Wildfire
Mitigation Team’s designee has verified the following:

a. For Short-Term Rental Licenses:

i. The Wildfire Mitigation Team completed a Wildfire Partners Assessment
for the Licensed Premises; and

ii. Upon the first renewal, the Licensed Premises is Wildfire Partners
Certified.

b. For Vacation Rental Licenses:

i. The Licensed Premises is Wildfire Partners Certified.

4. Parking and Access. The County Engineer or the County Engineer’s designee has
determined that the proposed Licensed Premises has satisfactory vehicular access and
On-site parking facilities pursuant to the Boulder County Multimodal Transportation
Standards and the Boulder County Land Use Code. The County Engineer or the County
Engineer’s designee has further determined that the applicant has suitably mitigated
any traffic hazards associated with the proposed use.

5. Sewage Disposal. The Public Health Director or the Public Health Director’s designee has
determined that the proposed Licensed Premises has all required on-site wastewater
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6.

treatment system permits or is otherwise adequately served by public sewer. Existing
systems do not need to be repaired or replaced unless required by Boulder County
Public Health.

Building Lot. Verification that the Licensed Premises is a legal building lot under the
Boulder County Land Use Code.

Section 6: Licensee Operating Standards and Requirements
A. All Licenses:

1.

Occupancy Limit. Two adults per Sleeping Room with a maximum of eight individuals, or
the occupancy limit of the permitted and approved on-site wastewater treatment
system, whichever is fewer.
Guest Information. In the rented Dwelling Unit, the Licensee must provide the following
documents to all guests:
i. Septic Safety information sheet provided by the county, if applicable;
ii. Wildlife Safety information sheet provided by the county, if applicable;
iii. Wildfire Safety information sheet provided by the county, if applicable;
iv. Local Fire restrictions, if applicable, and evacuation routes in the event of a fire
or emergency;
v. Floor plan posted in a conspicuous location with fire exit routes for the Dwelling
Unit;
vi. Good Neighbor Guidelines provided by the county;
vii. A map clearly delineating guest parking and the Licensed Premises boundaries;
viii. Contact information for the Local Manager and Licensee;
ix. Trash and recycling schedule and information;
X. Anindoor radon gas testing report including the indoor radon gas testing results
issued by a certified Radon Measurement Provider for the Licensed Premises.
Indoor radon gas testing results shall be less than 5 years old and must be
performed by a National Radon Proficiency Program (NRPP) or National Radon
Safety Board (NRSB) certified Radon Measurement Provider. The Licensed
Premises shall be retested for indoor radon gas every 5 years, and the most
recent indoor radon gas testing report including the indoor radon gas testing
results must be provided to guests.
xi. For Vacation Rentals: A HERS Certificate or Energy Audit must be completed for
the Dwelling Unit by 2022 and thereafter, a copy must be provided to guests.
Outdoor Fires. If permitted under Licensed Premises, Local Fire Protection District, and
Homeowner’s Association rules, and not prohibited by local or state fire bans, outdoor
fires must be limited to fire rings, stoves, grills, or fireplaces provided for that purpose.
Local Manager. Every Licensed Premises must have a local manager available to manage
the Licensed Premises during any period when the Licensed Premises are occupied as
a Short-Term Rental or Vacation Rental. The manager must be able to respond to a
renter or complainant within one (1) hour in person. The manager may be the owner if
the owner meets the above criteria. The local manager’s name and contact information
must be on file with the Director. The Licensee must report any change in the local
manager to the Director as soon as practicable.
Signs. The Licensed Premises must comply with the signage requirements in Article 13 of
the Boulder County Land Use Code.
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6. Posting of License. The Licensee must provide a copy of the License to immediately
adjacent neighbors and post the License in a prominent location outside of the Dwelling
Unit for both guests and neighbors to see.

7. Advertisement. All advertisements and listings of the Licensed Premises must include:

i. Thelocal License number;
ii. The approved occupancy limit; and
iii. The minimum night stay, if applicable.

8. Compliance with anti-discrimination laws. No Licensee may discriminate against any
guest or potential guest, because of race, color, sex, gender identity, age, religion,
disability, national origin, ancestry, sexual orientation, marital status, parental status,
military discharge status, or source of income.

Section 7: Inspection

A. By signing and submitting a License application, the owner of the Short-Term Rental or Vacation
Rental certifies that the Licensee has received permission from the property owner to allow
inspections as may be required under this Ordinance. The owner authorizes the Director to
enter upon and inspect the Licensed Premises. This section will not limit any inspection
authorized under other provision of law or regulation. The Director will inspect the Short-Term
Rental or Vacation Rental for compliance with the requirements of this Ordinance and any
applicable conditions of approval prior to the initial License and at each renewal. The owner
further authorizes inspections in response to complaints of violations as further specified in
Section 12.

Section 8: Decision and Appeal

A. Decision. Once the Director has completed a review of the application, the Director must either
issue a License or issue a denial letter that specifies the reasons for denial.

B. Appeal. Within ten days of any decision by the Director, the applicant or the Licensee may
provide a written response by submitting a letter to the Director clearly stating its position. In
response, the Director may make a final decision, request additional information, or conduct
additional investigation prior to issuing a final decision. A final decision is appealable under
Colorado Rule of Civil Procedure 106(a)(4). A Licensee may continue to operate during the
pendency of an appeal. The Director may grant extensions of deadlines under this Article for
good cause shown.

Section 9: Changes to an Issued License
A. A Licensee must submit any proposal to change an issued License under this Ordinance to
the Director. The proposal may be subject to the requirements under Section 4, up to
and including re-application.

Section 10: Term of License or Permit; Renewal
A. Term of License. Short-Term Rental Licenses and Vacation Rental Licenses will be valid for a
period of two years (the License Period). A License will expire on the expiration date if the
Licensee fails to submit a renewal Application prior to the expiration date of a License.
B. Renewal of License. Before renewing a License, the Director must determine that the following
requirements have been met:
1. The Licensee has submitted an Application with the requirements listed in Section 4
above, at least 45 days before the expiration of the License. If the Licensee has not met

A6



Exhibit A

the requirements 45 days before the expiration of the License, the application will be
subject to the application fees for a new license.

2. No violations of this Ordinance exist on the Licensed Premises. Renewal of any License is
subject to the laws and regulations effective at the time of renewal, which may be
different than the regulations in place when the Director issued the prior License.

Section 11: License Non-Transferrable
A. No License granted pursuant to this Ordinance is transferable from one person to another or
from one location to another. Any change of ownership of the Licensed Premises must be
reported to the Director within 30 days of the transfer of ownership.

Section 12: Violations
A. Each actin violation of this Ordinance is considered a separate offense. Each calendar day that a
violation exists may also be considered a separate offense under this Ordinance.
B. The Director is authorized to suspend or revoke a License and assess administrative penalties for
any violation of this Ordinance.
C. Determination of a Violation:

1. The Director may investigate any complaints of violations of this Ordinance.

2. If the Director discovers a violation of this Ordinance, the Director may charge the
violator for the actual cost to the County of any follow-up inspections and testing to
determine if the violation has been remedied.

3. When the Director has reasonable cause to believe that a violation of
this Ordinance exists on a premises, and that entry onto the premises is necessary to
verify the violation, the Director shall make a reasonable effort to contact the Licensee,
Property Owner, or Local Manager and request consent to enter and inspect the
Licensed Premises. If the Licensee, Property Owner, or Local Manager cannot
be contacted or if entry is refused, the Director may impose penalties or revoke the
License.

E. Issuance of Notice of Violation:

1. Determination of Violation. If the Director determines that one or more violations of
this Ordinance exists, the Director must provide notice of all the violations to the
property owner by U.S. Mail, first-class postage or via email, a minimum of 30 days prior
to the Director taking further action to impose penalties or to revoke the License.

2. Stop Renting Order. If the violation involves an immediate threat of health and safety,
the Director may, in writing sent to or posted in a conspicuous place on the Licensed
Premises, order that all rental activity on the Licensed Premises cease until further
notice from the Director. It shall be unlawful for any person to fail to comply with a Stop
Renting Order.

3. If violations of this Ordinance have not been resolved, or satisfactory progress towards
resolution has not been made within a reasonable timeframe, the Director may impose
an administrative fine, task law enforcement personnel with using the Penalty
Assessment Procedure described in C.R.S. § 16-2-201 for violations of this Ordinance, or
seek injunctive relief.

F. Penalties for Violations
1. Minor Offenses:
i. First Offense during License Period: $150 fine
ii. Second Offense during License Period: $500 fine
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iii. Third Offense during License Period: $1,000 fine and one-year suspension of the
License.
2. Major Offenses:
i. First Offense during License Period: $750 fine
ii. Second Offense during License Period: $1,000 fine and one-year suspension of
the License.
G. Appeal of Determination of Violation
1. Hearing Before the Board of County Commissioners. If the Licensee files

a written appeal with the Board of County Commissioners of the Director’s
Determination of Violation, issuance or the amount of a fine, or other penalty for a
violation, within 10 days of the imposition of any fine or a written order suspending or
revoking a License, the Board will schedule a hearing on the appeal, of which
the Licensee will receive reasonable prior notice. The Board, based on the evidence in
the record, may reverse or confirm the Director’s determination whether a violation
occurred. In addition, based on the evidence in the record, the Board may reverse,
confirm, or adjust any remedy or penalty imposed by the Director. The Board, in its
discretion, may also give the Licensee additional time to correct the violation(s), or may
specify other means of correcting the violation(s) at the Licensee’s expense. The Board'’s
determination is a final decision appealable under Colorado Rule of Civil Procedure
106(a)(4).

Section 13: Fees as adopted in the Planning Review Fee Schedule

Section 14: Severability/Savings Clause
A. If any provision of this Ordinance is found to be invalid by a court of competent jurisdiction, only
the provision subject to the court decision must be repealed or amended. All other
provisions must remain in full force and effect.

Section 15: Effective Date

A. This Ordinance will be effective 30 days after publication following adoption on the second
reading.
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From: Wufoo

To: #LandUsePlanner

Subject: Ask a Planner - Web inquiry from Deirdre Garvey -
Date: Monday, November 4, 2019 9:11:44 AM

Boulder County Property Address : 778 Wagonwheel Gap Rd

Name: Deirdre Garvey

Email Address: deirdre@indra.com

Phone Number: (303) 442-0278

Please enter your question or comment: The short term rental regulations you have put online as part of the survey
you are taking on proposed STR regulations in the county says: "Owners must complete a short-term dwelling rental
registration form and submit it to the Land Use Department where the registration form shall be available for public
review." | have been unable to find WHERE this is available for public review. Please let me know where this
information can be found online.

Thank you,
-- Deirdre Garvey

Public record acknowledgement:
I acknowledge that this submission is considered a public record and will be made available by request under the

Colorado Open Records Act.
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From: Wufoo

To: #LandUsePlanner

Subject: Ask a Planner - Web inquiry from judith renfroe - DC19-0005
Date: Monday, November 4, 2019 1:20:28 PM

Boulder County Property Address : short term rental issue

If your comments are regarding a specific docket, please enter the docket number: DC19-0005

Name: judith renfroe

Email Address: judrenfroe@aol.com

Phone Number: (303) 443-8969

Please enter your question or comment: | learned about this docket and the associated survey vie the newspaper
article on Nov 4, 2019. My guessis that the people who will take note and respond are those who either want a
short term rental or those who have been impacted by one. | believe the issue deserves more discussion if thereis
any potential for expansion.

| am opposed to any expansion whatsoever of the uses for ADU's. It is bad enough that now, if aunit has anything
short of afull kitchen, it is not considered an ADU or apartment. That is ridiculous with the electric cooking
appliances and under counter refrigerators available today. A full kitchen is not a necessity for a separate
apartment.

Short term rental's have the potential to cause many problems and to impact the safety and privacy of neighbors and
seriously compromise neighborhood character. Thereisreally no good way to monitor them. At aminimum, if
they are allowed, they should be registered and taxed. Maybe they should have safety inspections and the adequacy
of water and septic systems should be part of that.

Also, aminimum requirement should be that the house is the primary residence of the owner and they occupy it
most of the year. Ideally, the owner would be there during the rental. The presence of an owner is something that
makes a Bed-and-Breakfast a different situation than a short term rental managed by an absentee owner or manager.

If thereisany justification for a short term rental it would be to help aresident owner meet expenses. It is certainly
not to help someone buy a vacation house or to get more money from arental house.

As an owner of ahouse that is somewhat isolated, call it secluded, private, whatever, even though not as secluded as
acabin in the mountains, it is very disconcerting to see a constant flow of strangers coming and going from a nearby
residence. You never know who they are, if they are supposed to be there, if they have criminal backgrounds, if
they are adanger to your children, etc. At the very least, if the owner were present and living there, it would
provide aslight reassurance of safety, but the concerns about an owner's selection and background checks of short
term tenantsis still valid. As someone who isalso alandlord, | assure you it is not that easy to select tenants. In
particular with regard to this area, it is the old houses in a secluded setting that attract problems. The presence of an
owner on the premises will discourage party houses, or other nefarious uses. Perhaps rental safety and health
inspections would aso help prevent abuses.

People who are living in a neighboring house, whether they are owners or regular renters, should not be subject to
the unknowns, risks, lack of privacy of the public coming and going as if there were a motel next door. That iswhy
we bought in single family neighborhoods.

Public record acknowledgement:
| acknowledge that this submission is considered a public record and will be made available by request under the
Colorado Open Records Act.
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From: Ben Bayer

To: Rodenburg, Jasmine

Cc: Ott, Jean

Subject: Re: Short-Term Dwelling Rental Virtual Coffee with a Planner
Date: Friday, July 10, 2020 2:12:44 PM

Hi Jasmine,

Thank you so much for this opportunity. Unfortunately | will be on the road headed to the
east coast to visit family at thistime and I'm worried with the lockdowns | won't be able to
find aplaceto havethiscall. If you can reschedule a couple days later, | should be able to
make it. Otherwise, read on.

My reason for desiring the meeting was to suggest an alternative to a ban or residency
requirement. Regulations have atendency to create black markets and punish those who obey
the law. Instead, | would prefer to see a progressive tax policy that would make the
investment properties less financially appealing without adding draconian regulation. This
would also allow for more flexibility so the incentives can be adjusted based on shifting
priorities.

In my ideal world, property taxes would be assessed based on the following tiers which take
into account the relative harm to the community of each type of rental:

1. Primary residence or Primary residence with long-term rental of part of home (current
tax rate)

Primary residence with short-term rental of part of home

Secondary residence with long-term rental

Secondary residence with short-term rental

Investment/devel oper property with no owner occupancy for long term rental
Investment/devel oper property with no owner occupancy for short term rental (2x or
more increase in property taxes)

ok wnN

| believe thiswill help create the correct incentive structure while not harming those who need
to take advantage of STRsto stay in their homes.

| have more to say about how this could be implemented and enforced effectively but you get
theideafor astart. | aso haveideas how to circumvent TABOR if that presents problems.

Thanks for providing the opportunity for the public to weigh in on this and let me know if this
email issufficient or if it's better to reschedule.

Best,
Ben Bayer

On Fri, Jul 10, 2020 at 9:23 AM Rodenburg, Jasmine <jrodenburg@boul dercounty.org>
wrote:

Good Morning, Ben—
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From: Wufoo
To: #LandUsePlanner
Subject: Boulder County Contact Us/Feedback Form [#989]
Date: Tuesday, July 30, 2019 1:43:34 PM
Name * Mary Hunter
Email * mary@healthybeattitudes.com
Phone Number (optional) (303) 747-2602
Select a Subject * Land Use Planning

Comments or Feedback *

Regarding questionnaire short term rentals.

Living in Allenspark since 1991 in the townsite since 2002.

There was a time when there were issues several years ago when the current The Old Gallery
building was ATV rental...the owners had several rentals that borough in people who were partiers
and left significant trash around and were loud and parking issues. But since they left and we have
responsible property management up here for most of the short term rentals, there really have not
been issues of concern here. On question one, | think it would be difficult

On question 1, it would be difficult to monitor the 51% and with so many "snowbirds" and 2nd
homes up here, not practical.

It would be advisable that anyone doing short term rentals should have a property management
person/company to be able to monitor issues that would be considered safety concerns.

Current short term rental regulations are fine as they currently are.

It seems to me, that BC does not need to create more work/constraints in this issue except the
consideration of requiring property management on some level.

Thanks,
Mary Hunter
303-747-2602

Please check box below * e | acknowledge receipt of the Open Records Notification
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From: Bruce Drogsvold

To: Rodenburg. Jasmine

Subject: RE: Draft Language for Short-Term Dwelling Rental and Bed & Breakfast Code Update
Date: Friday, September 4, 2020 10:23:42 AM

Thank you Jasmine,

That sounds great.

| have been reviewing the proposed changes.

I'll submit some comments with a couple suggestions.

I’'m surprised not to see a lodging tax in there...maybe I’'m missing it and it actually is in there.
Have a great weekend.

Bruce

From: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>

Sent: Wednesday, September 2, 2020 4:51 PM

To: Bruce Drogsvold <bruced@wkre.com>

Subject: RE: Draft Language for Short-Term Dwelling Rental and Bed & Breakfast Code Update

Good Afternoon, Bruce —

| hear you. We are in the process of gathering all of the public comments received so that we can
put them on the webpage (https://www.bouldercounty.org/property-and-land/land-
use/planning/land-use-code-update/dc-19-0005/ ) for the public to review. We anticipate being able
to put all comments received to date on the webpage the week of September 14, 2020. Please let
me know if you do not see the public comments on there at that point and | will follow-up to make

sure they get posted.

| appreciate your patience as we put these together for you all!
Kindly,

Jasmine

Jasmine Rodenburg

Senior Planner — Qil/Gas and Environmental Policy

Boulder County Community Planning & Permitting Department (formerly Land Use and
Transportation) — We've become a new department!

Direct: 303-441-1735

Main: 303-441-3930

www.bouldercounty.org

PLEASE NOTE: In an effort to mitigate the spread of COVID-19, the Boulder County Community
Planning & Permitting physical office at 2045 13th St. in Boulder is CLOSED to the public until further
notice. We will continue to operate remotely, including the online acceptance of building permits
and planning applications. Please visit our webpage at www.boco.org/cpp for more detailed
information and contact emails for groups in our department. You may also leave a message on our

BS
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Kindly,

Jasmine

Jasmine Rodenburg

Senior Planner — Oil/Gas and Environmental Policy

Boulder County Community Planning & Permitting Department (formerly Land Use and
Transportation) — We've become a new department!

Direct: 303-441-1735

Main: 303-441-3930

www.bouldercounty.org

PLEASE NOTE: In an effort to mitigate the spread of COVID-19, the Boulder County Community
Planning & Permitting physical office at 2045 13th St. in Boulder is CLOSED to the public until further
notice. We will continue to operate remotely, including the online acceptance of building permits
and planning applications. Please visit our webpage at www.boco.org/cpp for more detailed
information and contact emails for groups in our department. You may also leave a message on our
main line at 303-441-3930 and the appropriate team member will return your call. Thank you for
your adaptability and understanding in this extraordinary time!

From: Bruce Drogsvold <bruced@wkre.com>

Sent: Monday, August 31, 2020 9:53 AM

To: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>; Ott, Jean <jott@bouldercounty.org>;
Hippely, Hannah <hhippely@bouldercounty.org>

Subject: FW: Draft Language for Short-Term Dwelling Rental and Bed & Breakfast Code Update

Good morning Jasmine,

| have a hard time getting a clear sense of what these changes mean for my family?

I think I may fall under a “vacation rental” type category.

If so, that’ll work.

| sent you a letter from a couple months ago that describes our family circumstances with our
mountain cabin.

| hope we will not be prevented doing things the way we have been doing them.

Please let me know if we’ll qualify for the vacation rental category?

Thank you,
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From: Bruce Drogsvold

To: Rodenburg, Jasmine

Subject: RE: Short-Term Dwelling Rental Update
Date: Wednesday, July 8, 2020 3:19:53 PM
Hi Jasmine,

That sounds good.

| appreciate the opportunity to have a voice.

It might fall under the lodging use category as a new subcategory created specifically to address the
short term rental situation.

Certainly there is no resemblance to a property owner that rents out his little cabin short term and
the Stanley hotel.

I'll start to get educated.

Thank you so much.

Bruce

From: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>
Sent: Wednesday, July 8, 2020 3:05 PM

To: Bruce Drogsvold <bruced@wkre.com>

Subject: RE: Short-Term Dwelling Rental Update

Good Afternoon, Bruce —

A lodging use is an existing use in the Boulder County Land Use Code. You could poke around that
use for definitions. The lodging use would fall under that category, but it could be it's own category if
that makes more sense when drafting the regulations.

We are in the process of crafting the regulations, so right now is a great opportunity to talk about
how you would like a lodging use to be defined in the land use code for short-term dwelling rentals.
Outside of what | mentioned in my email we have no concrete regulations drafted. We are at the
very early stages of creating new regulations. So | realize | cannot give you many answers, but that is
because we are seeking community input before we put pen to paper. Once there are regulations
you can also react to those.

| can’t tell you how it will work yet, because we are in the process of trying to figure out how it
should work if that makes sense. So any input you provide now, during the meetings, or after the
drafts come out will help inform the process.

Kindly,

Jasmine

From: Bruce Drogsvold <bruced@wkre.com>
Sent: Wednesday, July 8, 2020 2:31 PM
To: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>
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Subject: RE: Short-Term Dwelling Rental Update
HI Jasmine,

Thank you for the response.

I’d like to have more understanding about a non owner occupied short term rental classified as a
lodging use. Is this an existing classification or would it be a new designation designed specifically for
short term rentals?

I’d be concerned that if it fell into a category that is designed for resorts and hotels it would be a bit
much for little property owners like myself, who make a little money every year from renting their
place out periodically for 6 or so months of the year.

How best can | get educated about this sort of thing.

I look forward to the process. Right now there are no clear regs.
It’ll be great to know what you can and cannot do.

Bruce

From: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>
Sent: Wednesday, July 8, 2020 1:45 PM

To: Bruce Drogsvold <bruced@wkre.com>
Subject: Short-Term Dwelling Rental Update

Good Afternoon, Bruce —
Thank you for the phone call and follow-up email.

| am happy you are interested in the short-term dwelling rental regulation update. As of yet, we do
not have a draft set of the regulations. What we do have, is a general outline framing the future
regulations. The general outline can be found here: https://www.bouldercounty.org/property-and-
land/land-use/planning/land-use-code-update/dc-19-0005/ under “Summer 2020 Updates.” Briefly,
this outline discusses the possibility of having short-term dwelling rentals fall under two separate use
categories: an accessory residential use where the rental residence is a primary residence for the
property owner and a lodging use where the rental residence is not a primary residence for the

property owner.

You have already signed up to be part of the virtual open-house to discuss these regulations which is
great. As of right now there are opportunities to talk about the proposed outline at this virtual open-
house or through virtual coffees with a planner. See the website above for additional details on that
front. After the regulations are fully drafted, there will likely be another opportunity for public
comment. Then again after that, there is opportunity for public comment at both the Planning
Commissioners and Board of County Commissioners public hearings.

To summarize, there was a pause where not much has happened on these regulations since the
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From: Charlie Hager

To: Ott. Jean; Rodenburg. Jasmine

Subject: Re: Short-Term Dwelling Rental Virtual Coffee with a Planner
Date: Thursday, July 16, 2020 9:48:24 AM

All,

Thank you for reaching out and getting public feedback on this important issue. Please think
about the ability of residents to support themselves, particularly homeowners or seniors if
they find themselves with extra bedrooms, as empty-nesters, etc. Supporting residents
financially and providing affordable housing is more important than a nosy neighbor that may
be inconvenienced in the smallest possible way. The Boulder area is expensive, and the only
other alternative for many owners is to sell and move away from the area.

Thank you for the notes and medical clarifications on ADUs. With regard to ADUs, do you get
the sense that there may be a change coming? We would really like to help with that effort.
The current three conditions are archaic because they do not take into account the current
housing issues/trends and the cost to live in Boulder County, particularly for those with land.
There is no reason rental units on large lots should be banned. We know of others that have
standalone rentals that were grandfathered in, and it works great for both the owner and
tenant. Like many, | do not have an ill family member, the need for a fulltime ranch hand, nor
a historical structure. What we do have is the ability to help with affordable housing options
and the need to support ourselves financially as we grow older in our own home on our own
property.

Charlie

Charlie and Lauren Hager
303-931-1260 (Lauren's Cell)
303-358-9043 (Charlie's Cell)

From: Ott, Jean <jott@bouldercounty.org>

Sent: Wednesday, July 15, 2020 3:02 PM

To: Rodenburg, Jasmine <jrodenburg@bouldercounty.org>; Charlie_hager@hotmail.com
<Charlie_hager@hotmail.com>

Subject: RE: Short-Term Dwelling Rental Virtual Coffee with a Planner

Good afternoon Charlie and Lauren,

Thank you both for taking the time to speak with us about short-term dwelling rentals yesterday. I'm
following up on your additional questions regarding Accessory Dwelling Units (ADU) and I've
included some information below. Let me know if you have questions after reading through. I'm
happy to schedule a follow-up meeting to discuss further.
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From: Ott, Jean

To: Debbie Leinweber

Cc: Rodenburg, Jasmine

Subject: RE: follow up questions from last night"s meeting
Date: Thursday, August 6, 2020 5:22:16 PM

Hi Debbie,

Thank you for attending our Virtual Open House and for providing valuable input on the code
update. And thank you also for the kind words! | felt like it was a tough, but very productive
conversation. See my answers to your questions below in blue.

Thanks!
Raini

Jean Lorraine Ott, AICP, CFM
Planner Il | Development Review Team

720.564.2271 | jott@bouldercounty.org | she/her/hers

Boulder County Community Planning & Permitting

2045 13t Street | Boulder, CO | www.BoulderCounty.org
303.441.3930 | P.O. Box 471 | Boulder, CO 80306
Formerly Land Use and Transportation — We've become a new department!

PLEASE NOTE: In an effort to mitigate the spread of COVID-19, the Boulder County Community
Planning & Permitting physical office at 2045 13th St. in Boulder is CLOSED to the public until further
notice. We will continue to operate remotely, including the online acceptance of building permits
and planning applications. Please visit our webpage at www.boco.org/cpp for more detailed
information and contact emails for groups in our department. You may also leave a message on our
main line at 303-441-3930 and the appropriate team member will return your call. Thank you for
your adaptability and understanding in this extraordinary time!

From: Debbie Leinweber <debbie.leinweber@gmail.com>
Sent: Friday, July 31, 2020 2:33 PM

To: Ott, Jean <jott@bouldercounty.org>

Subject: follow up questions from last night's meeting

Thank you for your time at yesterday's planning session open house.
After processing all of the discussion, | have a couple of follow up questions.

1. My husband and | believe we fall under the seasonal short-term rental (vacation home used
frequently by property owner) category. We want to make sure that is the case. The cabin (17665
State Hwy 7) is our family cabin, used primarily for family vacations and weekend trips. We visit
frequently, but do not live there permanently. We use Air BnB to rent out our cabin for a total of 40-
45 nights (not consecutive) per year from May to the end of September. The cabin is not accessible
most of the time in the winter. Do we fit in the seasonal short-term rental category? Yes, this

B10


mailto:jott@bouldercounty.org
mailto:debbie.leinweber@gmail.com
mailto:jrodenburg@bouldercounty.org
mailto:jott@bouldercounty.org
http://www.bouldercounty.org/
https://www.bouldercounty.org/news/boulder-county-commissioners-deliver-2020-state-of-the-county-address/
https://www.boco.org/cpp

Exhibit B

sounds like one of the main scenarios we were contemplating when we proposed the seasonal
short-term rental use. Of course, that use does not currently exist and we are just beginning to draft
the actual language in the code, but if we move forward with it, | believe your cabin would fit into
that category.

2. You or someone on the call (there was a lot of talking over others) mentioned an AIMA. I'm still
confused about that. Is it required to have in Boulder County? Do neighbors write it/agree upon it
together? Does Boulder have a template for it? | have found quite a few online, but they don't
seem to fit our situation. | haven't found anything on the Boulder County site. If you don't know the
answers, who would be a good person to talk to? The AIMA (Access Improvement and Maintenance
Agreement) is something that the county requires property owners who live on a shared, private
driveway or road to sign. However, we haven’t always required it so many shared accesses do not
have an AIMA associated with them. The way we impose the AIMA currently is when someone
comes to us requesting a new use (like a short-term rental) or new development (like a new house
or outbuilding) on their property that uses one of these shared accesses, they must sign one. Each
AIMA is written for the specific property and shared driveway/road and our hope is that, eventually,
every property owner that uses a shared access will have signed on to help improve and maintain it.
The team that looks at those and produces them is the Engineering Development Review Team

(TransDevReview@bouldercounty.org). Just FYl, they are pretty swamped with work so it may take a
while to get a response.

Again, thank you for your time. This is obviously a sensitive topic to many folks. | thought you did a
great job facilitating the virtual meeting.

Debbie Leinweber

debbie.leinweber@gmail.com
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From: Deborah Denser

To: Rodenburg, Jasmine

Cc: Hippely. Hannah; Ott, Jean

Subject: RE: Recap: How Community Associations can Address Short-Term Rentals
Date: Friday, August 14, 2020 7:33:45 PM

This might help aswell it’sfree! Just go to their website under resources and register for
it.

PS: | do not work for them. I'm just afull time MOM for two active boys (12 & 14)
Deborah Bates-Denser

In this 1-hour webinar, we' |l cover how to assess whether your historical STR activity
could collect back taxes, review the effectiveness of your COVID-19 restrictions, and
ensure rental and occupancy rate ordinances are followed. All thiswork can be
automated so that every hour of your timeis effective.
Topicsinclude:
« How you can now “look back” yearsin the past to collect back taxes, or to
communicate with those who were non-compliant with COVID-19 shutdowns
« Why auditing STR market activity may be the easiest, and highest return, function
to carry out
« Theroleauditing hasin annual rental cap compliance and more.
Speakers: Ulrik Binzer, General Manager of Compliance Services at Granicus &
David Marcus, Chief Data Scientist at Granicus
Date: August 18th, 2020
Time: 1 PMET | 10 AM PT

Duration: 1 hour

From: Deborah Denser [mailto:dbdenser@comcast.net]

Sent: Friday, August 14, 2020 6:56 PM

To: 'Rodenburg, Jasmine' <jrodenburg@bouldercounty.org>

Cc: 'hhippely@bouldercounty.org' <hhippely@bouldercounty.org>; 'jott@bouldercounty.org'
<jott@bouldercounty.org>

Subject: FW: Recap: How Community Associations can Address Short-Term Rentals

Hi Jasmine,
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I’mnot sure if this could help you with gathering information. | know this company has helped Denver
before, Host Compliance.

They have several webinar recordings and they do offer a free assessment market on how many short term
rentalsin your area.

That might give you an idea of possible revenue to pay for the enforcement. It could be a start, they do this
with several cities/government agencies.

Sorry if thisis unwanted suggestions, just let me know. | will not be offended. | just know fromthe
research I’ ve done thisis an uphill challenge/battle.

Good Luck,

Deborah Bates-Denser

From: Christa Watson [mailto:christa@granicus.com]

Sent: Friday, August 14, 2020 9:00 AM

To: dbdenser@comcast.net

Subject: Recap: How Community Associations can Address Short-Term Rentals

Granicus Logo

We're glad you joined us for the webinar, How Community Associations Can
Address Short-Term Rentals.

Webinar Recording

Download the slides or watch on demand to recap short-term
rentals and community associations.

Related Resources

Several attendees asked about short-term rental safety. Watch
this webinar with Fire Marshal, Eric Guevin, discussing short-term
rental safety. Watch now.

Looking for help in establishing STR policies? Get a free
assessment of the market in your community and the solutions
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available to help. Learn More.

Upcoming Events

Mark your calendar for these upcoming events. Head over to
granicus.com/events for the most up to date information.
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Manage the emails you get from us
If you no longer wish to receive these emails you may unsubscribe at any time.
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Exhibit B

From: Donna George

To: Rodenburg. Jasmine

Subject: Short-Term Rentals

Date: Thursday, July 9, 2020 11:17:04 AM

Dear Jasmine,

| recently read about the short-term rental code changes in the Left Hand Valley
Courier. | have a few questions that were not explained in the article.

1. Are short-term rentals presently allowed in unincorporated Boulder County?
2. What will the code changes be?

3. Will the code changes make it easier and also potentially increase the number of
short-term rentals in unincorporated Boulder County?

4. How was the informational survey conducted? Was it sent only to residents in
unincorporated Boulder County or did residents in the incorporated cities within
Boulder County also fill out the survey? Was the survey mailed out to citizens or was
it an optional on-line survey?

Thank you for your time in answering my questions.

Donna George
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Exhibit B

From: Susan
To: Rodenburg, Jasmine
Cc: Barry Cox
Subject: Follow up info from SkyRun per affordability
Date: Monday, July 27, 2020 3:39:51 PM
Attachments: Housina_Report_final.pdf
Housing Affordability Im f Airbnb in Portland.pdf

VRMA+2020+Public+Policy+Agenda.pdf

Jasmine, | received the two studies attached here from VRMA (Vacation Rental Management Association), the Oxford
Economics study and another one that was done by ECO Northwest afew years ago. These are the best such studies they
know about. Note that both of these studies only look at one platform's properties (Vrbo and Airbnb), so they are not holistic
evaluations. If you find any other studies, we'd love to know about them.

Conclusions from the Oxford Economics study (pg 30):

o We have found that the rapid US house price and rent increases of the past few years have not been substantially driven
by STRs.

e |t suggests instead that the major sources of volatility in rental and house priceslie in economic and labor market
outcomes.

e Adopting strict regulations on STRsis unlikely to solve the housing affordability crisis faced by many US households.

Conclusions from the ECO Northwest study (pg 1-2)

o Airbnb’s activitiesin Portland have minimal, if any, impact on the current affordability crisis.

e Airbnb’s previous analyses have pointed out the many ancillary benefits of their units for hosts and neighborhoods.
These include creating extraincome for hosts, supporting neighborhood vitality, and stimulating housing unit creation
(in the form of ADUS). Policymakers should consider trade-offs between these benefits and arelatively small impact on
overall affordability.

Y ou may have aready doneresearch through VRMA (https.//www.vrmaadvocacy.org/). VRMA is dedicated to further
developing professional and traditional vacation rentals as a safe and reliable option for consumers. It is committed to
working with policymakers to develop fair and balanced regulations that benefit both communities and the vacation rental
market.

I'm attaching their public policy agenda for 2020. Please note VRMA's position related to regulations, including these, which
SkyRun also aligns with:

« VRMA supportsthe use of fair, justified, proportional and enforceable rules for property owners and managers to
follow to ensure the greatest compliance.

« VRMA supports open and transparent permitting processes and fee structures that are equitable and comparabl e to that
of all other residential properties and does not discriminate against or show bias for residency requirements, use,
advertising methods, booking platforms, or business models.

« VRMA supports and encourages communities to recognize the rights of property ownersto rent their primary and
secondary homes.

o VRMA believesthat legidation that places limitations on the frequency or duration of stay should be done as a last
resort and only in cases whereit is proven justified and necessary.

Furthermore, VRM A makes these points
(http://e.learn.com/files/'upl oad/resources/'VRMA/VRMAV oi ce/index.html #/l essons/ HOFWop3sn2uj gxxiOjJc_dIQxkXUZsP):

e The magjority of properties listed as vacation rentals are second homes, which were purchased for the homeowner’s
personal use. Since the owner uses the property from time to time, these homes are not going to be easily turned into
long term housing.

e Housing costs rise as a function of increased property values—which is a positive devel opment for not only for
communities as awhole, but particularly for full-time homeowners who live there.

| plan to be on the meeting Thursday evening. Let me know if we can provide any additional helpful input before that
meeting. Thank you again for listening to the professional property management viewpoint.

photo Susan Graber
Director of Location Support, SkyRun Vacation Rentals
877-SkyRun-1, ext 803 | 303-249-8894 | susan@skyrun.com

www.SkyRun.com
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EXECUTIVE SUMMARY

In the past year, the US-wide affordable housing crisis has consistently
made headlines. Today, some 18 million US households spend more
than half their gross income to pay basic accommodation costs.

The root causes of the housing crisis can be traced back to
changes that significantly pre-date the growth of the short-term
rental (STR) market. The rising unaffordability of housing is a long-
term trend reflecting four decades during which rental and house
prices have grown consistently faster than incomes (Fig. 1). Indeed,
Fig. 1also provides a strong indication of the underlying causes of the
problem. While the income of a typical (median) household stagnated
between 1970 and 2010, average US household incomes grew strongly,
supporting sustained growth in house prices. These trends were the
manifestation of the significant increase in income inequality that
occurred in the US during this period.

Fig. 1. Growth rate of median and mean household incomes, median
house prices and median gross rent per month, 1970-20172

B Median household income Il Mean household income
[ Median house price B Median gross rent per month

1970=1
2.5

2.0

1.5 /

10 .

0.5

0.0
1970 1980 1990 2000 2010 2017

Source: 1970-2000 Decennial Censuses, 2010 and 2017 ACS

" Joint Center for Housing Studies of Harvard University, “The State of the Nation’s Housing
20197, 2019.

2 |t is important to note that rents have been growing faster than incomes over the past
decades, as illustrated in Fig. 1. However, over the past few years, incomes have picked up and
therefore, during our study period, the real growth in income was greater than that in rents.

1 8.2 million

Number of US households
who now spend more than

half their income paying basic
housing costs.
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The drivers of housing affordability

The shortfall in

new homes is
keeping the
pressure on house
prices and rents—
eroding affordability,
particularly for
modest-income
households in
high-cost markets.

—Joint Center for
Housing Studies

Recently, public attention has increasingly focused on supply side
issues in the market, which have been argued to have exacerbated
the current crisis. For example, in a recent study, the Joint Center for
Housing Studies concluded that the core of this crisis is a supply issue,
with net new housing supply held back mainly by high building costs,
zoning restrictions, and labor shortages in the construction sector. On
the other hand, other commentators have focused on the role of STRs,
as they allegedly reduce the supply of affordable housing by removing
properties from the rental market, displacing long-term tenants, and
raising the cost of living.

Given this context, Oxford Economics was commissioned by Vrbo to
carry out a study to:

1) learn the key drivers of increasing house prices and rents; and
2) analyze the role played by STRs with regard to housing affordability.

The dynamics of housing markets have been the subject of academic
literature for decades, with the general consensus concluding that:

- rentis mainly determined by the number of housing units, the
number of households, and income levels; while

- house prices depend positively on disposable income and
demographic growth, and negatively on housing stock and the “user
cost of capital”®

Our study borrows the backbone of its modeling framework from this
literature. We also included STR density and a mix of other explanatory
variables to answer our second research question.

MODEL FINDINGS

For this study we constructed a comprehensive dataset of all US counties
over the period 2014-2018.% The dataset included over 70 variables,
ranging from average household income to the number of residential
building permits in each county.® We then used this database to build two
econometric models, one aimed at determining the drivers of rents, and

3 The user cost of capital includes the mortgage interest payments that an owner has to
make, but also annual property taxes, depreciation costs, and any expected capital gain.

42014 was the first year covered in the AirDNA database, our data source for STR listings.
Listing data were missing for some US counties, so we had to exclude those from our study.

5 Building permits represent the number of new privately-owned housing units authorized by
building permits in the United States. As shown later in this document, we derive our “permits per
household” variable by dividing the number of building permits by the number of households.
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the second focusing on house prices. In both models, all variables have
the expected effect and are statistically significant—for example:

- Household income is found to have a positive impact on both rents
and house prices—the greater purchasing power afforded by higher
incomes enables households to increase expenditure on housing.

« Onthe other hand, housing supply is found to have a negative impact
on rents and house prices—more abundant supply, as defined as a
higher number of housing units per household, allows house buyers
to shop around more, helping to keep a lid on price growth.®

The findings of our rental model, combined with changes in the
explanatory variables over the study period, show that the overwhelming
driver of the observed increase in real rental prices during the 2014—-
18 period was household earnings. Median income increased by 10.4%
in real terms over our study period. We estimate that this growth alone
was responsible for around 3.9 percentage points (or 91%) of the overall
4 3% increase in median real rents in this period (see Fig. 2).

Fig. 2. Drivers of the growth in real rents between 2014 and 2018

B Housing units per household Percentage-point

B Median income contribution to growth
B STR density 5

B Household size (rentals) 4.3%

0.0%

Breakdown of increase in
Source: Oxford Economics US real rents (2014-2018)

¢ Housing supply is measured as the number of housing units divided by the number of
households in each county. As a result, our housing supply variable is independent of the
STR density. For example, if one unit is subtracted from the STR market and added back to
the long-term rental market, this will not have any impact on housing stock per household. In
other words, the effect of this change would be fully captured by the impact of STR density and
would not “double up” as a boost in housing stock.

3 9 percentage
° points

Estimated increase in real rents
attributed to rising household
earnings between 2014 and 2018.

'A‘ The overall increase

was 4.3%.
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6 8 percentage
'Y points

Estimated increase in real
house prices attributed to
dropping unemployment over

the study period.

The overall increase
was 14.9% between

w 2015 and 2018.

In our house price model, we found that the biggest contribution to
the growth in house prices came from labor market improvements.
Specifically, the drop in US unemployment over the study period is
estimated to have added 6.8 percentage points to US house prices
growth (see Fig. 3). Income was another major contributor, adding 5.6
percentage points to house price growth over the study period. We also
find that housing supply and building permits had an impact on house
prices growth during the period.

Fig. 3. Drivers of growth in US house prices between 2015
and 20187

Tourism GDP per household Percentage-point
B Unemployment rate contribution to growth
B Housing units per household 18
B User cost of capital
O,
B Mean income 16 - 14.9% 0.4%
[— . (o]
B STR density 14
B Permits per household i
127 6.8%
10
8 _
1.6%
0.2%
6 _
4 |
5.6%
2 |
o 1.0%
-0.7%
-2
Breakdown of increase in US
Source: Oxford Economics house prices (2015-2018)

7 The inclusion of lagged variables in the house price model implies that their growth
between 2014 and 2015 starts affecting prices in 2015-16. For this reason, the contribution
analysis for house prices only covers the period 2015-18 and not 2014-18.






An assessment of the role of short-term rentals

:. OXFORD

@8 ECONOMICS

WY

Al
I

THE IMPACT OF SHORT-TERM RENTALS

Our modeling indicates that the presence of STRs has not substantially
driven the US house price and rent increases over the past few years.

For the period 2014-18, we find that, in the absence of any growth in the
number of STRs, real rents would still have grown by 4.1%, as opposed
to the actual growth rate of 4.3%. Put another way, median monthly
rents would have been only $2 lower in 2018 if STRs had remained

at their 2014 levels. In the homeowners’ market, the impact attributable
to the growth in STR density represents less than a one-percentage-
point difference in house prices growth. In other words, we estimate the
average annual mortgage payment would have been $105 cheaper if
STRs had remained at their 2014 levels.

What do these findings tell us about affordability? To answer this
question, we estimated the 2018 median price of a property in the US

in a counterfactual scenario where STRs did not grow over the study
period. When considering these counterfactual house prices in relation
to average household incomes, we found that the price-to-income
ratio would have increased to 2.39 in 2018 in a scenario with no STR
growth, as opposed to the actual value of 2.41.

Interestingly, an extension of our baseline models suggests that, in the
long run, the effect of STRs on both house prices and rents is weaker
in highly seasonal areas.® One explanation for this is that, in vacation
markets, homes are less likely to be rented on a long-term basis. In
addition, home owners of properties in seasonal destinations have been
renting out their properties long before the advent of internet platforms
offering STRs (through agencies and brokers) and therefore the value
from such rental revenue has long been priced in the value of homes in
these localities.

Our findings suggest that adopting stricter regulations on STRs

is unlikely to solve the housing affordability crisis faced by many
American households, in both the rental and homeowners’ market.
Moreover, it is important to weigh these potentially modest affordability
benefits against the associated negative consequences for the local
economy, e.g. lower levels of tourist expenditure and tax receipts.

8 Short-run effects look at the immediate impact of a variable X over Y. Over time, given
the dynamic nature of the housing market, there will be several equilibrating adjustments to
the short-run effects, as the economy and people readjust. As a result, the long-run effect of a
given variable X over Y is different.

2

Estimated reduction in
median monthly rent for 2018
if STR density remained at

its 2014 level.

$105

Estimated increase in average
annual mortgage payment
attributed to growing STR density
over the study period.

Adopting stricter
regulations on
STRs is unlikely to
solve the housing
affordability

crisis faced by
many American
households.
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1. SCOPE AND STRUCTURE
OF THIS REPORT

Oxford Economics was
commissioned by Vrbo to

carry out a study of housing
affordability and short-term
rentals. Specifically, our analysis
sought to:

- learn the key drivers of house
prices and rents;

- analyze the role played
by short-term rentals on
affordability; and

« establish whether relationships
vary across housing market

types.

The resulting report begins by
introducing the US affordability

crisis (Chapter 2), before
reviewing existing literature on
housing and short-term rentals
(Chapter 3). First and foremost,
this study aims to contribute to
the literature on housing market
dynamics, as well as adding to
the still limited literature studying
the effect of short-term rentals on
housing markets.

In Chapter 4, we set out a new
approach to modeling house
prices and rents, based on a
panel dataset covering the period
201418, with the objective of
identifying which variables are
statistically significant drivers of
prices and rents.

Our results from this approach,
set out in Chapter 5, illustrate the
sensitivity of house prices and
rents to different macroeconomic
drivers, including the supply

of housing, cost of capital, and
household earnings, as well as
STR density. Armed with these
results, we then calculated

the contribution that each
macroeconomic driver made to the
housing market variable. We find
that economic and labor market
conditions explain the lion’s share
of housing market developments
during our study period.
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2. AMERICA’'S AFFORDABLE

HOUSING CRISIS

Fig. 4. Growth rate of median and mean household incomes,
median house prices and median gross rent per month, 1970-2017°

Il Median household income B Mean household income

B Median house price B Median gross rent per month

1970=1
2.5

1.5
1.0 ‘M

0.5

0.0
1970

1980 1990 2000 2010 2017

Source: 1970-2000 Decennial Censuses, 2010 and 2017 ACS

Housing is increasingly an issue
of public policy concern, as the
US faces an affordable housing
crisis. For decades, rents have
been growing faster than incomes
(Fig. 4), and nearly 200 US cities
had a median home value of at
least $1 million as of June 2018.°
After a few years of decline, the

number of people experiencing
homelessness has grown again
over the past couple of years."

Theoretical models and the
empirical literature on the housing
market suggest that, over the
long run, house prices depend
positively on disposable income

and demographic needs, and
negatively on user costs and the
housing stock.” This last factor
in particular has been thoroughly
discussed in the policy debate.

Many experts have argued that, at
its core, the US housing crisis is a
supply issue.” Between 2014 and
2018 (the period covered in our
study), 5.1 million new households
are estimated to have formed in
the US, while net new housing
supply was up only 4.1 million.™
This implies the ratio of housing
units-to-households declined
between 2014 and 2018.

In the remainder of this chapter,
we present snapshots of the
affordability issue for renters and
homeowners in turn. We then
introduce the short-term rental
market, the growth of which has
created debate among local
governments, housing activists,
and residents about its impact on
the availability of affordable long-
term housing.

° |t is important to note that rents have been growing faster than incomes over the past decades, as illustrated in Fig. 4. However, over the
past few years, incomes have picked up and therefore, during our study period, the real growth in income was greater than that in rents.

1 Zillow, “List of $1M (Home Value) Cities Could Grow by 23 in the Next Year”, 9 August 2018.

" HUD Exchange, “2018 AHAR: Part 1 — PIT Estimates of Homelessness in the U.S.”, December 2018.
2 A variable X is said to have a positive impact on variable Y when an increase in X is associated with an increase in Y. A variable X is said
to have a negative impact on variable Y when an increase in X is associated with a drop in Y. IMF, “Fundamental Drivers of House Prices in

Advanced Economies”, IMF Working Paper, July 2018.

8 Joint Center for Housing Studies of Harvard University, “The State of the Nation’s Housing 2019”7, 2019.
% These numbers represent the net growth in the two variables. In other words, more than 5.1 million households may have formed over the
study period, but at the same time some households may have dissolved. The net household formation was 5.1 million between 2014 and 2018.
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WHY CAN’'T THE US BUILD ENOUGH HOUSES TO MEET THE DEMAND?

Since 2011, residential housing construction has
increased, but not enough to meet demand,
according to Freddie Mac. There are various
reasons for this.

First, the housing boom in the early 2000s
produced an excess stock of houses, making
builders and creditors more cautious of
speculative construction projects that would
inflate the housing stock too fast. Another
contributing factor is home building cost, which
encompasses the cost of land and raw materials.
The price of raw materials has risen by over 20%
since the recession, according to Bureau of Labor
Statistics’ data.

Laws and regulations such as local zoning
restrictions on lot sizes, building height, and
minimum number of parking spots also increase
the cost of building a home, in turn reducing the
supply of new houses. The National Association
of Home Builders (NAHB) estimates that
regulatory costs increased by 29% between 2011
and 2016.

Another reason for the lower level of housing
production, relative to the population, is said

to be the shortage of skilled labor currently

faced by the construction industry. The NAHB
reports that the number of unfilled jobs in the
construction sector reached post-crisis highs
in 2018.

10
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21. THE RENTAL MARKET

A study by the Joint Center for
Housing Studies of Harvard
University found that renters
appear to be more burdened by
housing costs than homeowners,
with cost-burdened renters
outnumbering cost-burdened
homeowners by more than

3.0 million (where cost-burdened
is a household paying more

than 30% of its gross income for
housing).® In addition, renters

make up 10.8 million of the

18.2 million severely burdened
households that pay more than
half of their incomes for housing.

The spread of renter cost burdens
is most evident in expensive
metropolitan areas such as

Los Angeles, New York, San
Francisco, and Seattle (see Fig.

5). Not surprisingly, households
with the lowest incomes have

Fig. 5. Share of cost-burdened households, renters

Source: Joint Center for Housing Studies of Harvard University

the highest cost-burden rates,
although such rates are rising
rapidly among renters higher
up the income scale. The cost-
burdened share is highest
among among African American
and Latinx American renters,
suggesting minorities are
heavily hit by America’s housing
affordability crisis.

Share of Households with

Cost Burdens (Percent)
0-10

| 10-20

B 20-30

B 30-40

B 40-50

Il 50 or Over

5 Joint Center for Housing Studies of Harvard University, “The State of the Nation’s Housing 2019”, 2019.
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2.2. THE HOME-OWNER MARKET

In the owners’ market, much
lower proportions of households
appear cost-burdened."™ After
falling for over a decade, US
homeownership rates edged
up in both 2017 and 2018,
reaching 64.4%. This rebound
in homeownership comes amid
worsening affordability, with
house prices having climbed
steadily since the recession.
Nationwide, the ratio of median

house price to median household
income rose sharply from a low
of 3.3in 2011to 4.1in 2018, having
reached its peak at 4.7 in 2005.

Interestingly, however, cost
burdens are improving for
homeowners, with the latest
American Community Survey
reporting the share of cost-
burdened households inched
down 0.5 percentage point.
Much of this progress was among

Fig. 6. Share of cost-burdened households, owners

Source: Joint Center for Housing Studies of Harvard University

homeowners, whose overall
cost-burden rate declined by
nearly 8.0 percentage points in
2010-2017. Its 2017 value was

the lowest level since 2000.
Among the metropolitan areas
characterized by the highest cost-
burden shares among owners

are Los Angeles, New York, and
Miami (Fig. 6).

Even if house prices have made
homeownership less accessible

Share of Households with

Cost Burdens (Percent)
0-10

| 10-20

B 20-30

B 30-40

B 40-50

Il 50 or Over

6 For homeowners, housing costs include mortgage payments (including interest), taxes and insurance.
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for the median US resident, those
who are able to move up the
housing ladder are less burdened
than they used to be a decade
ago.

2.3. THE SHORT-TERM
RENTAL MARKET

Short-term rentals (STRs) are
often cited as intensifiers of the
affordability crisis. Increasingly,
affordable housing advocates
have argued that STRs are
displacing long-term tenants

and raising their cost of living.
Therefore, in the name of
protecting affordable long-

term housing, several cities are
reducing the number and type of
housing units that can be offered
as short-term rentals.” These

include Washington, D.C., New
York, Chicago, and San Francisco.

On the other hand, short-term
rental advocates argue that the
presence of STRs lowers travel
costs by increasing the supply of
travel accommodation. This in turn
attracts a wider pool of visitors,
whose spending benefits the
local economy, supporting jobs
and business creation in the area.
In addition, the earnings from
renting out their properties are
likely to be spent locally, further
contributing to the economy.
Lastly, tax revenues raised on
short-term rental income can be
used to fund housing services,

as demonstrated by the city of
Seattle, which earmarked such
revenues to support affordable
housing.

7 The Pew Charitable Trusts, “Cities Tell Airbnb to Make Room for Affordable Housing”, 18 October 2018.
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3. THE HOUSING MARKET:
AN ANALYSIS OF
EXISTING STUDIES

Our study contributes to two
key research questions: (i) what
are the key drivers of house
prices and rents? and (ii) what is
the impact of short-term rentals
on these variables? Before we
introduce our modeling, this
chapter presents a review of
some of the existing academic
literature addressing these
questions.

3.1. EXISTING LITERATURE
ON HOUSING MARKET
DYNAMICS

Housing market dynamics have
been widely studied in academic
literature for decades. Because
this literature is well established,
this section does not point to
individual studies, but rather
takes a meta-analysis approach
by reviewing the key drivers of
housing market dynamics.

Academic studies of the

rental market show that rent is
determined by the number of
housing units, the number of
households, and income levels.™
Similarly, theoretical models and
empirical literature on house
prices suggest that, over the

long run, house prices depend
positively on disposable income
and demographic needs, and
negatively on the housing stock
(undersupply conditions can
contribute to housing price gains)
and user cost.”

This last factor—user cost—
requires further explanation, as it
comprises many elements. These
include not just the mortgage
interest payments that an owner
has to make, but also annual
property taxes, depreciation
costs, and any expected capital
gain. Taken all together, and
adjusted for expected inflation,
these costs are referred to as

the real user cost of capital.
Multiplying this by the house price
gives us the annual user cost of
owning and can be understood
as the rent equivalent for
homeowners.

Housing market equilibrium

is described in Fig. 7. When
rents and annual user costs of
owning are not aligned, markets
automatically move toward
equilibrium conditions through
adjusting demand for housing
investments.

Fig. 7. Housing market
equilibrium conditions

RENT = COST OF OWNING

Equilibrium conditions

Costs of owning a given
house equals the cost of
renting it

RENT > COST OF OWNING

Purchasing a home is more
attractive for a given level
of rent (for example, when
mortgage rates fall)

More demand for housing

for sale in turn bids up house
prices to the point where

the user cost of owning is
brought back in line with rents

RENT < COST OF OWNING

Purchasing a home is less
attractive for a given level
of rent (for example, when
mortgage rates rise)

Lower demand for housing for
sale in turn depresses house
prices to the point where

the user cost of owning is
brought back in line with rents

8 For example, C. Swan, “Model of Rental and Owner-Occupied Housing”, Journal of Urban Economics, 16(2) (1984): 297-316.
® For example, IMF, “Fundamental Drivers of House Prices in Advanced Economies”, IMF Working Paper, July 2018.
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3.1.1. Applications for our study

We borrow the backbone of our
modeling framework from the
studies referenced above. In
particular, we exploit the fact that
rents are found to have an impact
on house prices and, following
the example of other studies,

in our house price equation we
replace real rent with its main
determinants—real income,
housing stock, and household
numbers.

In addition, a recent Oxford
Economics (2016) study of the
UK housing market found rising
employment was among the
main drivers of the boom; we
therefore also include labor
market conditions as an additional
driver.2° Moreover, our price
model takes into account the
hedonic characteristics of the
area, measured by tourism
GDP, and supply constraints,
measured by building permits
per household.

20 Oxford Economics, “Forecasting UK house prices and home ownership”, November 2016.

3.2. EXISTING LITERATURE
ON SHORT-TERM
RENTALS

We are aware of only a handful
of academic papers that directly
study the effect of short-term
rentals on housing costs. There
are two main reasons for the
dearth of literature. First, the STR
phenomenon is relatively recent
and therefore a limited amount of
data exists. Second, the research
question is methodologically
challenging, since many cities
have become increasingly
popular among both locals and
tourists in recent years, leading
to higher housing prices and a
higher number of STR listings.

In other words, “popularity”
affects both prices and listings
positively, as locals and tourists
have a preference for living

and staying in neighborhoods
with high-quality amenities. This
“popularity” variable, however, is
unobservable, and its omission

in the model implies that the
impact of STR on prices is biased
upwards, as part of the popularity
impact gets erroneously captured
by STRs.

The study whose methodology
most closely aligns with our
approach is that of Barron et al.
(2018), which assesses the impact
of STRs on residential house
prices and rents.?' The authors,
however, fail to control for a
number of explanatory variables
included in our models. Using a
dataset of Airbnb listings from
the entire United States and an
instrumental variables estimation
strategy, they find that a 10%
increase in the number of Airbnb
listings leads to a 0.39% increase
in rents and a 0.65% increase in
home values. In Section 5.3.3, we
show how our results compare
to this study and conclude that
our findings show a much smaller
impact over our study period.

Most other studies, however,
differ from ours (and Barron’s)

in two key respects. First, they
focus on specific housing markets,
rather than looking at US-wide
relationships. Secondly, they use
sales-level data to determine
whether the proximity to STR-
intensive areas affects

sale prices.

21 Barron, Kyle and Kung, Edward and Proserpio, Davide, “The Effect of Home-Sharing on House Prices and Rents: Evidence from Airbnb”,
29 March 2018. More detail on the instruments used can be found in Fig. 18.
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Among these studies, Horn

and Merante (2017) use Airbnb
listings data from Boston in 2015
and 2016 to study the effect of

Airbnb on rental rates.?? Similarly,

Sheppard and Udell (2018)
present an evaluation of the
impacts of Airbnb on residential
property values in New York
City.2® A third example is the
article by Koster et al. (2019),
which studies the effects of STRs
in Los Angeles County using a
quasi-experimental research
design.?* The main findings of
these studies, and their main
limitations, are summarized in
the Appendix.

Another strand of literature
provides descriptive analysis

of STRs in specific markets. For
example, Lee (2016) focuses on
the Los Angeles housing market
and makes recommendations

on how municipal policymakers
can best regulate Airbnb.2® Other
articles simply apply coefficients
from other authors’ analyses to
their specific markets to derive
estimates of local STR impacts
(for example, Wachsmuth et al.,
2018).2¢

3.2.1. Applications for our study

We build upon the studies
referenced above to produce

a nation-wide estimate of the
impact of STRs on the housing
market. In particular, this work
presents the first econometric
estimate that uses comprehensive
data from across the US, as well
as covering more STR platforms
than only Airbnb. This means
that we are able to include both
owner-occupied home sharing
and whole-property STRs. Our

study does not have the objective
of challenging existing literature,
but rather to provide context

for the findings and contribute

to the body of work on housing
dynamics.

As discussed earlier, one of the
challenges in determining the
impact of STRs on prices (and
rents) relates to the fact that
neighborhoods (and cities) tend
to become popular with residents
and tourists at the same time. In
order to try to control for the so-
called hedonic features of an area,
we have used tourism GDP as a
proxy. As an area becomes more
popular for residents, bars and
restaurants will start to appear,
and at the same time hotels will
start attracting tourists. Astoria

in New York City or Corktown

in Detroit are great examples of
these popularity bursts.

22 Keren Horn and Mark Merante, “Is home sharing driving up rents? Evidence from Airbnb in Boston”, Journal of Housing Economics, 38

(2017): 14-24.

23 Stephen Sheppard and Andrew Udell, “Do Airbnb properties affect house prices?”, 1 January 2018.

24 Hans R.A. Koster and Jos van Ommeren and Nicolas Volkhausen, “Short-term rentals and the housing market: Quasi-experimental
evidence from Airbnb in Los Angeles”, 8 March 2019.

25 Dayne Lee, “How Airbnb Short-Term Rentals Exacerbate Los Angeles’s Affordable Housing Crisis: Analysis and Policy

Recommendations”, 2 February 2016.

26 Urban Politics and Governance research group - School of Urban Planning - McGill University, “The High Cost of Short-Term Rentals in

New York City”, 30 January 2018.
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4. MODELING APPROACH
AND DATA

This chapter sets out our over 70 variables, ranging from
approach to modeling rents and average household income to
house prices, in the context of the number of residential building

the housing market relationships permits in each county. This
explained in the previous chapter.  chapter begins by considering

For this study we constructed how best to model rents, and then
a comprehensive dataset of all moves on to house prices. All the
US counties over the period relationships analyzed in this work

2014-2018. The dataset included are illustrated in Fig. 8.

Fig. 8. Drivers of rents and house prices
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41. THE RENTAL MODEL

In this chapter, we argue that
household income, housing stock,
and the number of households
are the main determinants of
residential rent. We do so by
analyzing rental prices, STRs and
several socio-economic features
of over 2,500 counties between
2014 and 2018.%7 Each variable is
described below in turn.

Fig. 9. Median gross rents

2018 $

411. Median rents

The dependent variable of this
first model is real median rent
(in logarithmic form, to be more
specific). Real rents increased
by just over 1% per year over the
study period, but they had been
flat in the years just before that
(Fig. 9). The data were sourced
from the American Community
Survey (ACS), and the 2018

data point was estimated using
historical growth rates.
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27 | isting data were missing for some US counties, so we had to exclude those from our study.

2012 2013 2014 2015 2016 2017 2018

41.2. The STR density variable

The advent and fast growth

of the sharing economy have
impacted the accommodation
sector. While vacation rentals
have been a critical component
of communities across the globe
for well over a hundred years, the
technology revolution in flexible
accommodations brought about
by platforms like Vrbo and Airbnb
has not only opened up millions of
unique rental options for travelers
but also changed the foundation
of the travel ecosystem.

Data provider AirDNA suggests
there were over 1.3 million active
listings across the US as of

June 2019, rising from just over
70,000 five years earlier.?® Back
in 2014, for every 1,000 housing
units there was just over one
STR listing, while in 2018 this
ratio grew to 8 listings per 1,000
housing units.?®

Fig. 10 shows the geographic
distribution of STR density

in 2014 and 2018. It shows
there is significant geographic
heterogeneity in STR density,
with most listings occurring in
states with large cities and along
the coasts. Moreover, there
exists significant geographic
heterogeneity in the growth
of STR density over time. The

28 This study does not distinguish between whole-home rentals and owner-occupied units and includes both types of STRs.
29 This is how we define STR density, i.e. as the number of STR listings per 1,000 housing units.
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Fig. 10. STR density in 2014 and 2018, by state
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number of listings per housing
unit grew exponentially in some
states, while in others there was
no growth at all.

41.3.Real incomes

Real mean household income
data from the Census Bureau
show a marked slowdown

in growth in 2018 relative to
previous years (Fig. 11). Median
household incomes also only rose
slightly in 2018 and 2017, after
registering more impressive gains
in the two years prior: a 5.2% gain
in 2015 and a 3.2% gain in 2016.

Income data by county and over
time were obtained from the
American Community Survey

and complemented with Oxford
Economics’ North American Cities
and Regions databank to fill the
gaps leftin 2018 by the ACS (the
latest available edition was 2017).

4.1.4.Housing supply

Since reaching their lowest point in
2011 at just 633,000 new housing
units that year, additions to the
housing stock have grown at a
fairly slow pace, partly in response
to persistently weak growth in

the number of households after

Fig. 11. Average and median household income, constant prices,
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the recession. With the economy
finally back on track, household
growth picked up in 2016-2018,
but new construction was still
depressed relative to demand,
with additions to supply barely
keeping pace with the number of
new households.

In our dataset, the number

of housing units was drawn

from the Census’ Population
Estimates, while the number of
households was drawn from the
ACS and carried forward to 2018
using Oxford Economics’ North
American Cities and Regions
databank.

41.5.Household size

As one might expect, median
rents are also related to the
size of the average household
(average number of people in
one household). As this grows,
households will require bigger
properties, resulting in higher
median rents. In particular,

we restrict our analysis to
households that occupy rented
accommodations (i.e., in our rental
model, we disregard the size of
owner-occupier households as
this should not affect rents; only
the size of renter households is
expected to impact rents).

Generally speaking, household
size has been on a declining
trend for centuries, with an
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average of 5.79 people per
household in 1790 to 2.58 in
2010.3° However, Census Bureau
data suggests this might be the
decade when this long-term trend
is reverted, with 2018 size ticking
up to 2.63. Going forward, this
might have impacts on housing
demand, and therefore housing
costs (provided it does not
immediately translate into weaker
residential construction).

4.2. THE HOUSE PRICE
MODEL

As discussed in Section 31,
rents are likely to affect home

buying decisions, and therefore
most of the drivers of rents are
also included in the house price
model. Above and beyond these,
we also included labor market

outcomes, the user cost of capital,

the availability of building permits,
and the size of the tourism

sector as additional explanatory
variables. The rest of this chapter
describes each variable in turn
and provides a rationale for
inclusion in the model.

4.21.House price index

As a dependent variable for our
second econometric model, we

Fig. 12. Real US Zillow Home Value Index, 2008-2019

2018 %
250,000

used the Zillow Home Value Index
(ZHVI), a smoothed measure of
the median home value across

all US counties. This is a dollar-
denominated figure, which we
then adjusted for inflation using
the Consumer Price Index (CPI).
This variable was available on a
monthly basis for all counties in
the US.

Since the recession, house prices
have climbed steadily, boosted
by low interest rates and the
recovering economy (Fig. 12). This
study aims at identifying the key
drivers of house prices during the
period between 2015 and 2018.
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30 Pew Research Center, “The number of people in the average U.S. household is going up for the first time in over 160 years” <https://
www.pewresearch.org/fact-tank/2019/10/01/the-number-of-people-in-the-average-u-s-household-is-going-up-for-the-first-time-in-over-16 0-

years/> [accessed 22 October 2019]
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4.2.2. User cost of capital Fig. 13. Estimated user cost of capital, 2014-18

As discussed in Chapter 3.1, the [ Depreciation rate [ Mortgage interest deduction rate
so-called “user cost of capital” B Property tax rate B Expected capital gain

is determined most obviously by B Effective mortgage rate B Inflation expectations

the mortgage interest rate (Fig.
13); if this rises so does the cost
of owning a property at any given 1.44%
price level. In addition to this,
property taxes (minus mortgage
interest deductions), expectations
of inflation and capital gains, and
depreciation rates all affect how
costly it is to own a house of any
given price.

1.38%

Not all components of this
variable could be gathered at
the county level; for example,
effective interest rates paid

by mortgage holders were
obtained from the Federal
Housing Finance Agency by
state. Expected inflation, capital
gains, depreciation and mortgage
interest deductions were
estimated for the US as a whole.
Average property tax rates,
however, were estimated using

2014 2015 2016 2017 2018
ACS data at the county level,
dividing the median tax value by
the median property value. Source: Oxford Economics
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4.2.3. Unemployment rate

Existing academic research This channel is particularly
provides an analysis of the relevant in light of the recent
extent to which unemployment positive developments of the
influences housing market US labor market. September’s
outcomes (see for example Gan unemployment rate hit a 50-year
and Zhang, 2018, among others).3"  low, reaching 3.5% (Fig. 14). These
Intuitively, a stronger local labor labor market improvements are
market makes an area more found to have had an impact on
desirable to potential migrants house prices, as we will discuss in
and increases willingness to Chapter 5.

pay for housing in the area,
and vice versa.

Fig. 14. US unemployment rate
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31 Li Gan and Qinghua Zhang, “Market Thickness and the Impact of Unemployment on Housing Market Outcomes”, Journal of Monetary
Economics, 98 (2018): 27-49.
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4.2.4. Building permits

As described in Section

4.4, housing supply is a key
determinant of housing market
dynamics. However, the actual
number of housing units is not
the only supply-related factor that
is likely to affect house prices.
Projected housing supply is also
potentially relevant for today’s
house prices. In our model,
building permits are used as

a proxy for this. This variable
was obtained from the Building
Permits Survey, produced by the
Census Bureau.

The latest national level data
released in September show
that permits for future home
construction rose to levels last
seen in 2007. The recent surge in

both housing starts and permits
relieved some of the pressure
on house prices over our study
period, as we will describe in
Chapter 5.

4.2.5. Tourism

As discussed earlier, one of the
challenges in determining the
impact of STRs on prices (and
rents) relates to the fact that
neighborhoods (and cities) tend
to become popular with residents
and tourists at the same time.

In order to try to control for the
so-called hedonic features of an
area, we propose using tourism
GDP as a proxy.

This work controls for growth
in the tourism sector (food and

beverage and accommodation
services), as we believe it is
important to break down the
impact of tourist attractiveness
of a locality from the pure
impact of STRs. We measure
tourism as the average GDP
produced by the hospitality sector
for each resident household.
Therefore, areas where hospitality
GDP has grown at a faster pace
than household formation will see
a growth in their tourism variable,
and vice versa.

In the US as a whole, tourism
GDP has grown at a slightly faster
pace than households during

our study period, thus exerting a
slight positive pressure on house
prices, as shown in Chapter 5.
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5. RESULTS AND DISCUSSION

In this chapter, we set out the
results of our models of rents

and house prices and explain
their interpretation. We also
compare our results with those of
past studies where comparable
analysis has been carried out.

51. THE RENTAL MODEL

In the rental model, all variables
have the expected impact and
are statistically significant. The
effect of income is positive and
significant, while that of housing
stock per household is negative
and significant, as expected.

The long-run impact of STR
listings is equivalent to 0.0007,
or in other words, an increase of
one listings per 1,000 housing
units is associated with a 0.07%
increase in median rents.3? In

a hypothetical county with a
$1,000 median rent, if STR density
increased by one listing per
1,000 units, the associated long-
run increase in median rents is
equivalent to $0.7 per month.

The long run coefficients from the
model for the other explanatory
variables can be interpreted as
follows:

- a10% increase in real median
income is associated with an
8.8% increase in median rents.

« a10% fall in the housing
units-to-household ratio
is associated with a 4.9%
increase in median rents.

- al10% increase in the average
household size is associated
with a 2.6% increase in median
rents.

How well does this model

reflect the reality of how rentis
determined? We can calculate a
MAPE (Mean Absolute Percentage
Error) to assess our model
accuracy.® We calculated this to
be 2%; in other words, considering
the average rent across the
counties used in our dataset,

the margin of error in our model
prediction will be around $14.

5.2. THE HOUSE PRICE MODEL

In the house price model, all
variables have the expected
impact and are statistically
significant. The effect of income is
positive and significant, while that
of housing stock per household

is negative and significant, as
expected.

Focusing on some of the long-
run effects, the coefficient for
the variables can be interpreted
as follows:

« anincrease of one STR listing
per 1,000 housing units is
associated with a 0.13%
increase in the real house
price index. In other words,
in a hypothetical county with
a $100,000 house price index,
if STR density increased by
one listing per 1,000 units, the
associated long-run increase
in the price index is equivalent
to $130.

« a10% increase in mean income
is associated with a 3.2%
increase in the real house
price index.

« a10% fall in the housing
units-to-household ratio is
associated with approximately
a 18.9% increase in the real
house price index.

« al-percentage-point increase
in the unemployment rate is
associated with a 2.4% fall in
the real house price index.

32 Short-run effects look at the immediate impact of a variable X over Y. Over time, given the dynamic nature of the housing market, there
will be several equilibrating adjustments to the short-run effects, as the economy and people readjust. As a result, the long-run effect of a
given variable X over Y is different. Our econometric methodology can distinguish between the long-run and short-run effects. The estimated
coefficients presented in Fig. 19 represent the short-run effects, and the long-run effects are estimated using the Delta method, whereby the

short-run effects are discounted by one minus the coefficient on the lagged dependent variable.

32 The mean absolute percentage error (MAPE) is the mean or average of the absolute percentage errors of forecasts. Error is defined as
actual or observed value minus the forecasted value (in our case, the model predicted value). This measure is easy to understand because it

provides the error in percentage terms.
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« al-unitincrease in the number
of building permits per
household is associated with
a 6.9% fall in the real house
price index.

Here too, the house price

model fits the actual data well,

as illustrated by the MAPE. We
calculated this to be 1.7%. In other
words, considering the average
house price across the counties
used in our dataset, the margin of
error in our model prediction will
be around $2,600.

5.3. CONTRIBUTION
ANALYSIS

5.3.1.Rent growth between
2014 and 2018

In the four years between 2014
and 2018, US median rental
prices rose by 4.3% in real terms.
The findings of our rental model,
combined with changes in the
explanatory variables over the
study period, show that the
overwhelming driver of the
observed increase in real rental
prices during the 2014-18
period was household earnings.
Median income increased by
10.4% in real terms between 2014
and 2018 and we estimate that
this growth alone was responsible

for around 3.9 percentage points
of the 4.3% increase (Fig. 15).

Fig. 15. Drivers of the
growth in real rents between
2014 and 20183
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Source: Oxford Economics

Between 2014 and 2018, 5.1
million new households are
estimated to have formed in the
US, while net new supply was

4.1 million in the same period.
This implies the ratio of housing
units-to-households has declined
between 2014 and 2018, pushing
up rents. We estimate this drop
contributed about 0.2 percentage
point of the 4.3% increase in real
rents.

The ratio of STR listings to housing
units has grown by a factor of

6 during the study period. This
increase, however, contributed

to 0.2 percentage point of the
increase in rents. Putting it all
together, Fig. 15 reveals the
contributions of various factors to
the 4.3% increase in rents in the
four years from 2014 to 2018.

5.3.2. House price growth

between 2015 and 2018

House prices have increased
steadily during our study period,
with real US median price index
estimated to have increased by
14.9% during the period 2015-18.3®
Using the model to break down
the causes of this rapid growth, we
see that the biggest contribution
to the increase came from

labor market improvements.

34 This section and chart assume that 100% of the growth in median rents can be explained through the model’s explanatory variables. This
is a simplifying assumption, and we are aware that our model’s variables do not explain the totality of the change.

35 As the house price model contains some lagged variables, the focus of this contribution analysis will be limited to the period 2015-18. The
inclusion of lagged STR in the model implies that STR growth between 2014 and 2015 (the first available year-on-year growth rate) only starts
affecting house prices in 2015-16. For this reason, the contribution analysis presented here only covers the period 2015-18 and not 2014-18.
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More specifically, the drop in
unemployment rate is estimated to
have contributed 6.8 percentage
points to US house price growth by
the end of 2018 (Fig. 16).

Fig. 16. Drivers of the growth
in house prices between 2015
and 20183
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Source: Oxford Economics

The second-largest contributor
to the house price growth was
the increase in average incomes.
Over the whole period, higher
real incomes are estimated to
have boosted house prices
growth by 5.6 percentage points.

The drop in housing stock-per-
household has also contributed
to house price growth. This
reduction contributed to an
increase in house price growth
over the period of around 1.6
percentage points. The ratio

of STR listings to housing units
has grown by a factor of 3
during 2015-18. This increase
contributed 1.0 percentage point
to the house price increase based
on our econometric model. The
number of building permits per
household has grown over this
period, which offset some of the
increase driven by other factors.
Lastly, tourism GDP growth and
the drop in user cost of capital
contributed around 0.4 and

0.2 percentage points to price
growth, respectively.

5.3.3. Discussion

Summing up the findings
presented in Fig. 15 and Fig. 16,

we estimate the growth in STR
density only contributed to 0.2
percentage point of the 4.3%
increase in rents (or 6%) and 1.0
percentage point of the 14.9%
increase in house prices (or 5%)
over our study period.¥’

This result is more modest

than than the conclusions drawn
by Barron et al., who found that
the growth in Airbnb listings
contributed to about one-fifth of
the average annual increase in
US rents and about one-seventh
of the average annual increase
in US housing prices. Our model
includes a number of explanatory
variables not considered by
Barron et al., suggesting their
results are likely to suffer from
omitted variable bias.

5.3.4. What does this tell us
about affordability?

When interpreting the house price
model, it is important to note that,
while house prices are interesting
per se, housing affordability is a
more relevant metric for policy
makers. In this work, we measure
affordability as the median

house price divided by the mean
household income.

36 This section and chart assume that 100% of the growth in median house prices is explained through the model’'s explanatory variables.
This is a simplifying assumption, and we are aware that our model’s variables do not explain the totality of the change.

37 Adding up all the individual explanatory variables’ contributions (measured in percentage points) results in the total growth rate in the
dependent variable (measured as a percent increase).
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In this study, we found that house
prices have increased by 14.9%
during the period 2015-18, and
that only 1.0 percentage point of
this growth can be attributed to
increased STRs. We are therefore
able to estimate the 2018 median
price of a property in the US in

a counterfactual scenario where
STR numbers did not grow. We
do so by subtracting from the
current house price value the
amount that was due to STR
growth. By dividing this estimated
counterfactual house price by the
average household income in

2018, we obtained

the price-to-income ratio for
the scenario where STR did
not grow.3®

We find that the price-to-income
ratio would have increased to
2.39in 2018 (from 2.23in 2015)
in a scenario with no STR growth
(Fig. 17). In the current baseline
scenario (with STR growth), the
price-to-income ratio was at 2.41
in 2018. This suggests that

STRs are estimated to be
responsible for a 0.02-point fall
in affordability (or increase in the
price-to-income ratio).

Fig. 17. Price-to-income ratio
in 2018, with and without
STR growth

Price-to-income, 2018
3.0

25

2.0 -

1.5 -

No STR growth
scenario

with STR
growth

Source: Oxford Economics

38 The underlying assumption here is that the lack of STR growth would have no impact on average incomes.
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MODEL EXTENSION 1: THE IMPACT OF STRS IN VACATION DESTINATIONS

Is the impact of STRs on prices and rents different
in traditional vacation markets? In both the house
prices and the rental model, we find that, in the
long run, the effect of STRs on the dependent
variable is weaker in these highly seasonal areas.

This result is in line with expectations. As far

as the rental market is concerned, in vacation
markets, homes are less likely to be rented on a
long-term basis. That means that STRs have an
even smaller effect on rents in these markets.
For example, Tillamook County, OR, popular for
its scenic coastline and rivers, has seen its STR
density grow by a factor of 10 between 2014 and
2018, but its median rents have actually fallen in
real terms. Some 88% of its vacant housing is for
seasonal use in the area.

In the homeowners’ market, by their very
definition, vacation-destination housing markets

have higher vacancy rates that reflect more
volatile seasonal housing demand. The impact of
STRs on house prices is found to be weaker in
these areas, as home owners have been renting
out their properties long before the advent

of internet platforms offering STRs (through
agencies and brokers) and therefore the value
from such rental revenue has long been priced
in the value of homes in these localities. An
example of this is Barnstable County<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>