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BACKGROUND

The New York City Hotel Room Occupancy Tax (the “Hotel Tax”), is a tax imposed on the occupancy - or the right to occupancy - of a room or rooms in a hotel.[footnoteRef:1]  The term "hotel" includes an apartment hotel, motel, boardinghouse, bed-and-breakfast, bungalow, or club, whether or not meals are served.[footnoteRef:2]  The City charges a flat fee for rooms over $40 a night at the rate of $2.00 per day.[footnoteRef:3]  The City also charges an additional tax of 5.875 percent on rent room charge.[footnoteRef:4]  These two charges - the flat fee and the additional tax- comprise the Hotel Tax.   The hotel tax is levied in addition to the combined City, State, and Metropolitan Commuter Transportation District (“MCTD”) sales tax (at 4.5 percent, 4.0 percent, 0.375 percent, respectively), bringing the aggregate hotel occupancy tax and sales tax on a hotel rental in the City to 14.75 percent. Combined, according to the Fiscal 2020 Adopted Budget, the hotel tax is expected to generate $627 million in revenue for Fiscal 2020.[footnoteRef:5]  [1:  See §11-2502 of the Administrative Code.  The following are exempt from the hotel tax:  A permanent resident, defined as a person who occupies a room for at least 180 consecutive days; New York State, a public corporation, or a political subdivision of the State; the United States; the United Nations; and a not-for-profit organization that was formed and operated exclusively for religious, charitable, or educational purposes.]  [2:  See §11-2501 (5).]  [3:  See §11-2502 (a)(2).]  [4:  See §11-2502 (a)(3).]  [5:  See Fiscal 2020 Adopted Budget, available at https://www1.nyc.gov/assets/omb/downloads/pdf/erc6-19.pdf (last accessed on November 12, 2019), pg. ii. ] 

LEGISLATIVE HISTORY
Chapter 161 of 1970 authorizes New York City to adopt and amend local laws imposing a hotel tax.  The rates of the hotel tax are set by State legislation, which dictates the fee based on the daily rental value of the hotel room occupied.[footnoteRef:6]  As authorized by State legislation, §11-2502 of the Administrative Code imposes a graduated tax upon the occupancy of hotel rooms in the City at a rate of $.50 per day if the daily rent for the room is $10 or more, but less than $20; $1.00 per day if the daily rent is $20 or more, but less than $30; $1.50 per day of the daily rent is $30 or more, but less than $40; and $2.00 per day of the daily rent is $40 or more.   [6:  NY CLS Unconsol. Ch 288-C, §1] 

 	The State legislation also allows the City to impose an additional tax on persons occupying hotel rooms in New York City.  The State legislation provides the City with discretion in setting the rate for the additional tax, allowing the City to set the rate up to six percent.[footnoteRef:7]  Under State law, if the additional tax is imposed at the rate of six percent or above, then 4 1/6 percent of the total amount of the tax, including interest and penalties, must be dedicated for the sole purpose of promoting tourism and conventions in New York City and deposited in a special tourism and convention fund.[footnoteRef:8]  Seven-eighths of this dedicated revenue would fund the New York Convention and Visitors Bureau, pursuant to an annual contract with the City.[footnoteRef:9]  The remaining one-eighth of the dedicated fund is required to be expended on the supplemental promotion of tourism and conventions throughout the City.[footnoteRef:10] The City Council can effectively increase the rate to slightly under six percent, thereby allowing all of the revenue generated by the increase to further the causes of the City and be placed in the City’s general fund.[footnoteRef:11]   [7:  See id. at §1(1)(c)(1-a).]  [8:  See id. at §1(9).]  [9:  See id.]  [10:  See id.]  [11:  See id. at § 1, (1)(c)(1-a).] 

Until 1986, the tax imposed only a flat fee based on the daily rental value of the hotel room occupied.  In 1986, an additional tax at the rate of five percent on the rent or charge was imposed.[footnoteRef:12]  As a result of the additional tax, tax collections increased from $26 million in 1986 to $79 million in 1987.[footnoteRef:13]  In 1990, faced with tough economic times, the City increased the additional tax on hotels by one percent, from five percent to six percent, which triggered the tourism dedication requirement.[footnoteRef:14]  In 1994, both the State and City acted to reduce the hotel occupancy tax burden.  In 1994, the City repealed its one percent tax increase, returning the rate to five percent. [12:  See Local Law 69 of the Year 1986. ]  [13:  See Tax Revenue Forecasting Documentation, Financial Plan, Fiscal Year 2007-2011 at page 83.]  [14:  See Local Law 43 of the Year 1990.] 

In 2008, the City Council passed legislation to increase the tax imposed upon the occupancy of hotel rooms from a rate of five percent of the daily rent of each room to 5.875 percent.[footnoteRef:15] In November 2011, the Council extended the rate of 5.875 percent to November 30, 2013.[footnoteRef:16]  In November 2013, the Council extended the rate of 5.875 percent to November 30, 2015.[footnoteRef:17] In November 2015, the Council extended the rate of 5.875 percent to November 30, 2019.[footnoteRef:18] [15:  See Local Law 65 of the Year 2008.]  [16:  See Local Law 67 of the Year 2011.]  [17:  See Local Law 151 of the Year 2013.]  [18:  See Local Law 112 of the Year 2015.] 

It is estimated by the Council’s Finance Division that the additional tax, if extended at the current rate of 5.875 percent beyond November 30, 2019, would generate $68.6 million in Fiscal 2020 and $91.6 million in Fiscal 2021. 
INT. NO. 1780 
Int. No. 1780 would extend the 5.875 percent rate of the additional hotel tax from December 1, 2019 until November 30, 2023.  Beginning on December 1, 2023, the rate of the additional tax would revert to five percent.  The local law would take effect immediately except that if it becomes law after December 1, 2019, it is retroactive to and deemed to have been in full force and effect as of December 1, 2019.





Int. No. 1780

By Council Member Dromm 

..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
..Body

Be it enacted by the Council as follows:
Section 1. Paragraph 3 of subdivision a of section 11-2502 of the administrative code of the city of New York, as amended by local law number 112 for the year 2015, is amended to read as follows:
(3) In addition to the tax imposed by paragraph two of this subdivision, there is hereby imposed and there shall be paid a tax for every occupancy of each room in a hotel in the city of New York (A) at the rate of five percent of the rent or charge per day for each such room up to and including August thirty-first, nineteen hundred ninety, (B) at the rate of six percent of the rent or charge per day for each such room on and after September first, nineteen hundred ninety and before December first, nineteen hundred ninety-four, (C) at the rate of five percent of the rent or charge per day for each such room on and after December first, nineteen hundred ninety-four and before March first, two thousand nine, (D) at the rate of five and seven-eighths percent of the rent or charge per day for each such room on and after March first, two thousand nine and before December first, two thousand thirteen, (E) at the rate of five percent of the rent or charge per day for each such room on and after December first, two thousand thirteen and before December twentieth, two thousand thirteen, (F) at the rate of five and seven-eighths percent of the rent or charge per day for each such room on and after December twentieth, two thousand thirteen and before December first, two thousand [nineteen] twenty-three, and (G) at the rate of five percent of the rent or charge per day for each such room on and after December first, two thousand [nineteen] twenty-three.
§ 2. This local law takes effect immediately, except that if it becomes law after December 1, 2019, it is retroactive to and deemed to have been in full force and effect as of December 1, 2019. 

NAB
LS #11574
10/24/2019 12:10pm
image1.wmf

