MEMORANDUM IN SUPPORT

TITLE:     A LOCAL LAW to amend the administrative code of the city of New York, in relation to extending the rate of the additional tax on the occupancy of hotel rooms

SUMMARY OF PROVISIONS:
Section 1 of the bill extends for two years the 5.875% rate of the additional tax on the occupancy of hotel rooms. Without this bill, the rate would fall to 5% on December 1, 2011. The 5.875% rate has been in effect since March 1, 2009. Section 2 of the bill provides that the local law take effect immediately.

REASONS FOR SUPPORT:
This bill will allow the City to continue its existing 5.875% rate for the hotel room occupancy tax.  Maintaining the existing rate of the hotel room occupancy tax will allow the City to preserve an important revenue source without either burdening residents or discouraging tourism.  In 2009, pursuant to State Law, the City increased the hotel room occupancy tax from 5% to 5.875%.  The 2009 rate increase did not lead to a drop in tourism or hotel rooms purchased. The City actually experienced an increase of about 17% in room nights sold over FY09 through FY11. From September 2009 through September 2011, hotel revenues per room have grown by about 20%, further evidence that visitors to New York City are not deterred by the current rate of hotel room occupancy tax.   

Without the extension of the current rates, the City will lose about $30 million in revenue in FY2012 and about $60 million in FY2013. Since 2008, City agencies have taken more than $5 billion of gap-closing actions to help maintain budget balance in FY2012.  Even with these actions, the City is facing multi-billion dollar budget gaps in future years. If the hotel room occupancy tax rate were to sunset, the City would be forced to consider additional budget cuts.  Renewing the existing rate of the hotel room occupancy tax will allow the City to preserve a substantial revenue source that is necessary to the City’s financial health.    
Accordingly, the Mayor urges the earliest possible favorable consideration of this legislation.

Respectfully submitted,









Patrick A. Wehle
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