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Subject: Fiscal impact of Transient Occupancy Tax Exemption for Shelter Programs 
administered by Government Agencies and Homeless Service Providers.

RECOMMENDATION

That the City Council, subject to the approval of the Mayor, approve the draft ordinance to add 
Subsection (f) to Section 21.7.4 of Article 1.7, Chapter II of the Los Angeles Municipal Code to 
exempt from the transient occupancy tax the sheltering of homeless individuals when rent is paid 
from funds administered in partnership with government agencies and homeless service providers.

SUMMARY

The City of Los Angeles imposes a fourteen percent Transient Occupancy Tax (TOT) on occupants 
of hotel, motel or other lodging rented for 30 days or less. Motion (Buscaino - Ryu) has proposed 
that lodging rented by government agencies and homeless service providers on behalf of homeless 
individuals and families and those at risk of becoming homeless be exempted from the TOT (C.F. 
No. 19-0941). On September 19, 2019, the City Council adopted the Budget and Finance 
Committee’s report relative to the motion which recommended that: 1) the City Attorney prepare an 
ordinance to exempt the collection of TOT where rooms are reserved to shelter people experiencing 
homelessness in partnership with government agencies or homeless service providers; and 2) the 
Offices of the City Administrative Officer (CAO) and Finance report on the fiscal impact of the 
waiving the TOT, the mechanism for TOT collection, whether the TOT exemption should be 
achieved through waiver or rebate, and which organizations should be eligible for exemption.

The City Attorney has prepared an ordinance to exempt collection of the TOT in instances where 
"rent is paid from funds administered in partnership with government agencies and homeless 
service providers to provide shelter to people experiencing homelessness.” Based on estimated 
voucher program spending provided by the Los Angeles Homeless Services Authority (LAHSA), 
the exemption will reduce General Fund revenue by approximately $1.2 million annually. Finance 
reports that the exemption will take the form of an exclusion, where hotel receipts paid from voucher 
program funds—to include LAHSA and its Service Planning Area Coordinated Entry System
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affiliate programs—will be subtracted from gross hotel receipts, and the reported net hotel receipts 
will be used to calculate the tax.

FINDINGS

Los Angeles Municipal Code Section 21.7 imposes a tax of fourteen percent of the rent charged to 
occupants of a hotel, motel or other lodging rented for 30 days or less, consisting of the General 
Fund’s thirteen percent tax rate and the one percent tax rate deposited in the Los Angeles 
Convention and Tourism Bureau Fund. This transient occupancy tax (TOT) is to be paid by the 

ipant (transient) to the operator providing lodging, who then makes monthly remittances of the 
total of tax collected during the period to Finance.
oc r*i
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Currently, Municipal Code Section 21.7.4 provides exemptions from the TOT when rent is paid from 
funds administered by the Emergency Food and Shelter National Board Program. The City Attorney 
has submitted an ordinance which would extend the exemption to organizations that fund motel 
voucher programs. Finance reports that the exemption will take the form of an exclusion, where 
hotel receipts paid from voucher program funds administered in partnership with government 
agencies and homeless service providers will be subtracted from gross hotel receipts, and the 
reported net hotel receipts will be used to calculate the tax. To implement the proposed exemption, 
Finance has indicated that it will modify the current TOT reporting form used by operators to identify 
rental receipts that were paid from voucher funds. Rather than identifying all organizations that 
would be eligible for the TOT exemption through the ordinance, Finance reports that the ordinance, 
as written, extends eligibility to organizations like LAFISA and its Service Planning Area 
Coordinated Entry System affiliates.

LAHSA reports that approximately $18.9 million was spent on voucher programs in fiscal year 
2018-19 countywide, which is inclusive of Los Angeles County Measure H Sales Tax for Homeless 
Services and Prevention funding. Citywide program spending is estimated at roughly $9.4 million, 
based on the number of motels participating in the voucher program in the City and countywide— 
46 of 93 motels—as identified by LAHSA. Exempting this spending from the fourteen percent TOT 
will reduce total TOT receipts by approximately $1.3 million, assuming similar program spending in 
subsequent years. General Fund TOT receipts will be reduced by approximately $1.2 million and 
TOT receipts deposited in the Los Angeles Visitors and Convention Bureau Trust Fund by 
approximately $100,000. The appropriation to the Arts and Cultural Facilities and Services Trust 
Fund, made from General Fund receipts, will be reduced by a similar amount.

Should the ordinance be implemented during the current fiscal year, General Fund receipts will be 
reduced by approximately $600,000. The City’s Financial Policies dictate that a commensurate 
reduction in appropriations be identified to ensure that the budget remains in balance. It is 
recommended, however, that the ordinance be approved in the absence of identified reductions, 
given that the City has declared a homeless crisis in order to establish emergency shelter for 
homeless individuals and that this ordinance will maximize the use of voucher funding to house 
these individuals. Once the ordinance is approved, offsetting expenditure reductions—or revenue 
increases—will be identified in a subsequent Financial Status Report.
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FISCAL IMPACT STATEMENT

Approval of the ordinance to provide a transient occupancy tax exemption for shelter programs 
administered by government agencies and homeless service providers will reduce total transient 
occupancy tax revenue by approximately $1.3 million annually and will reduce the General Fund 
portion of this tax revenue by approximately $1.2 million annually.
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