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TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to the tax on the occupancy of hotel rooms
ADMINISTRATIVE CODE:
Amends sections 11-2501,11-2502,11-2503,11-2505, 11-2507, 11-2508, 11-2511,11-2514, and 11-2515 of the administrative code of the city of New York. 
BACKGROUND:
Currently, when customers pay online travel companies for the right to occupy hotel rooms in the City, the amount they pay consists of two components – the amount paid by the online travel company to the hotel operator for the room and any added mark-up or charges such company imposes on the customer.  However, online travel companies are not remitting to hotel operators occupancy tax on the total amount they charge to customers (which, in turn, means that hotel operators are only remitting to the City taxes on a portion of the total amount charged to the customer).  To illustrate, let’s assume an online travel company rents a hotel room from a hotel operator valued at $100 for $50.  The same online travel company subsequently charges consumers $80 to rent the same room.  The travel company will pay the tax on the wholesale rate of $50, the amount rented from the hotel operator, rather than the amount rented to the consumer.   In this transaction, $30 remains untaxed.  This bill seeks to correct this problem by making clear that occupancy tax is owed to the City for the full amount of charges that customers pay for occupancy when they book through online travel companies. 

As explained in the bill’s Memorandum In Support provided by the Administration, the need for this legislation is pressing given the trend towards the greater use of online travel companies. In recent years, the proportion of customers who book hotel rooms directly with hotel operators is decreasing.  As the number of customers booking at online travel companies increases, the City will continue to lose more and more tax revenue if tax on the amount these customers charge is not paid in full and remitted to the City.

Given the financial stress under which the City is currently operating, it is imperative that the City capture all taxes to which it is entitled, including taxes on the total amount customers pay for occupancy of New York City hotel rooms.  

INTRO. 1012
This bill seeks to ensure that New York City captures the fullest extent of tax revenue when customers reserve and pay for hotel rooms through online or other travel intermediaries.

This bill would amend chapter 25 of title 11 of the New York City Administrative Code to require hotel taxes to be based on the amount of money received from the occupant, which will now include service fees.  Online travel companies, such as Expedia and Orbitz, will continue to pay the hotel tax, which will be based on the wholesale rate, to the hotel, which will remit such payment to the Department of Finance.  However, now, the law will also require the online travel companies to pay to the Department of Finance the difference in hotel taxes based on the wholesale rate and the amount actually charged the occupant.  
Specifically, the bill:

· Adds booking and service fees to the list of items that could be deemed “consideration” or rent for hotel occupancy; 

· Defines a new term “room remarketer” (online travel website) to be any person, excluding the hotel operator, that would have a right, through the internet, or elsewhere, to offer, reserve, book, distribute, the transfer of hotel room occupancy;       
· Allows the room remarketer to collect from the occupant, and remit to the hotel, the portion of the tax that is determined on the amount that the remarketer pays to the hotel operator (“net rent”).   The hotel operator then remits this tax portion to DOF; and
· The room remarketer must charge the occupant the amount of the tax that the remarketer owes to the DOF based on the amount the occupant pays to the remarketer that is in excess of the amount that the remarketer pays to the hotel operator (now termed “additional rent”).    

The local law would take effect on the 1st day of the first hotel occupancy tax quarterly period that begins on March first, June first, September first or December first, which must be at least thirty days after the day on which this local law becomes law.  This local law will apply to rent, or any portion thereof, paid on or after the effective date of the law.  

