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Transient

Occupancy Tax:

why and how

WHAT IS TRANSIENT
OCCUPANCY TAX?

Transient Occupancy Tax (TOT) is the
tax imposed on each transient for the
occupancy in any hotel, motel, short-term
rentals and home-sharing places in the City

of Los Angeles.

A transient is any individual who occupied
the room for 30 consecutive calendar days
or less. A portion of calendar days shall be
deemed as full days. For example, if one
stayed half a day, it's considered a full day
stay. If there is no agreement in writing
between the operator and the occupant for
a longer period of occupancy, the first 30

days of stay are taxed.

HOME SHARING

Entrepreneurship comes in many forms,
and one of the most promising industries
is in home-sharing. With travel and tourism
being a major part of the Los Angeles
economy, providing a place to stay has
become an area where homeowners have

found ample business opportunity.

In the City of Los Angeles, all those
participating in home-sharing activities

are required to register, collect, and remit

the Transient Occupancy Tax. Unless the
applicant exclusively lists his or her
residence on hosting platforms that have
a Platform Agreement with the City of Los
Angeles (like AirBnB), the applicant must
be registered to pay TOT with the Office of
Finance pursuant to LAMC Section 21.7.6.

EXCEPTIONS

Tenants are not considered transient if the
following occurs:

» Occupant stayed over 30 days and had a
written agreement with the operator at the
time of check in specifying the intention to
stay over 30 days period.

« Advance payment for 31 or more days is
received by hotel from occupant.

Note: a qualifying agreement must be dated
and has both the operator/hotel’s signature

and the guest’s signature.

Any person other than an individual, i.e.
corporations, partnerships, etc is considered
transient regardless of the duration of the

stay.

Transient guests are taxed at 14% of room

rent charged.
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Transient Occupancy
Tax (TOT) is the tax
imposed on each
transient for the
occupancy in any hotel,
motel, short-term
rentals and home-
sharing places in the
City of Los Angeles.
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Tax Calculations:
determining liability

ransient occupants are subject
to the TOT. TOT is a user’s tax
and the operator is responsible
for collecting the Transient
Occupancy Tax from the
occupant and remitting it to the City of Los
Angeles. TOT is due on a monthly basis, on or

before the 25th day of each calendar month.

March are due by April 25th. If the due date
falls on a weekend or holiday, the tax is due
on the following business day. For detailed

information on reporting and remitting TOT,

please visit https://finance.lacity.gov/online-

taxpayer-services
Rent and tax are to be charged and collected

by operator from the transient at the same

time.

Included in TOT Calculation

Mot Included in TOT Calculation

{Room Occupancy Receipts)

(Non Room Occupancy Receipts)

Regular Rent (Room Charge)

Mo Show or Guaranteed No Show
Late Check out Charges

Early Departure Charges

Sleeper or Rollaway Bed Charge
Extra Person Charges

Resort Fees

Room Package Charges

Forfeited Deposits

Reward Points

Cleaning Fees

Surcharges

Attrition and Cancellations
Advance Deposits (Room Rent Only)

Damages and Replacement Fees
Telephone Charges
Internet Charges
Pay-Per-View Revenue
Parking Fees

Meeting Room Charges
Fax & Copier Charges
Laundry Commissions
Spa Service Charges
Complimentary Rooms
Public Meeting Rooms
Pet Fees

Smoking Fees

In-Room Movie Charges

they are taxable.
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*Taxable or exempt depends on the specific situation and substance over form. As a rule of thumb, if certain fees cannot be opted out,


https://finance.lacity.gov/online-taxpayer-services
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Tax Calculations:
determining liability

EXEMPTIONS

1) While on official business any person or
any occupancy which is beyond powers
of the City to tax. Such as Banks, Insurers,
Amtrak, American Red Cross, etc.

2) Any Federal or State of California officer or
employee, including employees of federal
credit unions who provides proof that he or
she is on official Federal or State business.

3) While on official business any officer or
employee of a foreign government expressly
exempted by federal law or international
treaty.

4) Any person whose rent is charged at the
rate of $2.00 per day or less.

5) Any person as to whom, or any occupancy
as to which, rent is paid from funds

administered by the Emergency Food and

Shelter National Board Program.

6) No exemption shall be granted under
Subsections (1), (2) or (3) except upon a claim
therefor made at the time rent is collected
and under penalty of perjury upon a form

prescribed by the Director of Finance.
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Taxes:

deadlines and reporting

ransient Occupancy Tax is  For more information please see LAMC
due monthly and on the 25th  Section 21.05 Delinquent Dates — Interest
day of the following month. - Penalties.

On or before the 25th day

of each calendar month, a OTHER PENALTIES

statement shall be filed with the Office of  There are other penalties for Delinquency

Finance for the total rents charged and  Determination, Negligence, and Fraud.

received, and the amount of tax collected  For more information please see LAMC

for transient occupancies during the  Section 21.05 Delinquent Dates — Interest
preceding calendar month. Applicable - Penalties.
interest and penalties will be applied if the

renewal is not filed and paid on time. REPORTING AND PAYMENT

Taxes can be filed on-line at https/ Y
finance.lacity.gov/online-taxpayer-
Interest is calculated and  accrues services with payment made using credit
monthly on the first day of the (5. debitcard, e-Check, or ACH. A
month. Please check our website for renewal form may also be filled out and
the current monthly interest rate at: mailedinor brought to any of our public
https://finance.lacity.gov/interest-rates counter office locations. Checks and THE TAX IS DUE ON

When tax remittance is received via mail, money orders may be mailed in with the
interest will be calculated based on the (apewal while our public counter office THE FIRST DAY OF THE

postmarked date of the return mailing. locations will accept cash, credit card, FOLLOWING MONTH
LATE FILING PENALTIES debit card, checks and money orders for AND IS CONSIDERED
ayment.
pay LATE IF NOT PAID BY
A penalty of 5% of the principal amount due
will be charged for every month Statements and payments are due imme- THE 25TH OF THE
the filing is delinquent. The 5% pen- diately upon cessation of business for any MONTH DUE.
alty will be applied at the beginning of every eason, at which time the operator shall
month up to the fourth month of furnish to the Director of Finance with the
delinquency. On the fifth month of de- name and address of the successor

linquency an additional 20% penalty will be ~ ©OP€rator.
charged. There is a maximum penalty due of

40% for long term delinquency.


https://finance.lacity.org/online-taxpayer-services
https://finance.lacity.gov/online-taxpayer-services
https://finance.lacity.org/online-taxpayer-services
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Taxes for Hotels vs. Short-term

Rentals

Distinctions of different businesses with TOT responsibilities:

T

HOTEL, MOTEL, BOARDING AND LODGING HOUSE

If yourentor let atleast 4 units and have yearly gross receipts of at least

20,000, aside from TOT, which is the users’ tax, you are also required
to have a Business Tax Registration Certificate to pay the following
business taxes (such as but not limited to):

A. Section 21.43 (c) (LGR2) Hotel, Apartment Rentals: Taxed under this
category are room rent receipts.

B. Section 21.43 (e) (LGR2) Retail Sales: Gross receipts from retail sales
are taxed under this fund class if you sell food, non-alcoholic drinks,
serve meals, snack bar, restaurant and flower shop, etc.

C. Section 21.43 (f) (LGR2) Laundry, Cleaning or Service & Shoe Repair:
Laundry and Cleaning charges are taxed under this fund/class.

D. Section 21.49 (a) (L049) Auto Park: Gross receipts collected from
parking charge. You are also responsible for collecting a 10% Parking
Occupancy Tax on the parking charge. For more information, please
refer to POT Guide.

E. Section 21.46 (b) (L046) Vending Machines: Vending machine
revenues.

All gross receipts from all in-city rental locations can be combined

" ......____“
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under one Business Tax Registration Certificate (BTRC). Whenever the
gross rental income from all in-City locations is less than $20,000 per
calendar year, a BTRC is not required or a tax is not due.

You may qualify for Single Category filing per Section 21.06.1 if the
gross rental receipts are 80% or more of the total taxable gross receipts

from all categories. For more information, visit https://finance.lacity.

gov/single-category-filing-faq.

Business Tax is renewed annually. It is due on January 1st and becomes
delinquent March 1st of every year. Under LAMC Section 21.43 (c)
(LGR2), the rate is $1.27 per $1,000.00 or fractional part thereof gross
receipts. The tax renewal liability is based on the prior year’s gross
receipts. Because the tax is based on the prior year’s gross receipts,
the tax liabilities for both the 1st and 2nd years are based on the 1st

year's gross revenue.

You may report and pay online at: https://finance.lacity.gov/online-

taxpayer-services


https://finance.lacity.org/single-category-filing-faq
https://finance.lacity.gov/single-category-filing-faq
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SHORT-TERM RENTAL OR HOME-SHARING

Anyone who wishes to participate or to continue legally
operating a short-term rental must register with the City before
booking any short-term rental stays. The City adopted new
ordinance in December 2018 to restrict short-term rentals to
one’s primary residence. Hosts must ensure that the home-
sharing operations meet the requirements. Applications may
be submitted to Los Angeles City Planning through the Home-
Sharing Online Registration Portal. For more information contact
them by phone 24/7 Hotline: (213) 267-7788 or email at planning.

home-sharing@lacity.org

Once approved by the Los Angeles City Planning and you have

received your registration number, within 30 days after
commencing business, you need to request a Transient
Occupancy Registration Certificate (T.O.R.C.) from the City of
Los Angeles Office of Finance in order to report monthly TOT.
The certificate does not authorize any person to conduct any
unlawful business or to conduct any lawful business in an

unlawful manner.

Short-term rentals are not subject to business tax. However, if
you also advertise through other agents or platforms, you are
still required to register for T.O.R.C. and responsible to collect
and remit TOT to the Office of Finance. If you post your home
exclusively through online platform that has TOT withholding
agreement with the City, such as AirBnB and Homeaway (VRBO),
you do not need to register for TO.R.C.
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Record Keeping:

what and how long?

You may be audited by the Office of Finance to verify compliance of the City tax code.

Therefore, maintaining a well-organized financial and tax records is necessary. For Business

Tax: It normally covers the most current three(3) tax years and may extend to six (6) years, due

to a substantial understatement of tax payment. A substantial understatement occurs when RECORDS
a taxpayer fails to report some of the tax due and the omitted amount is 25% or more of the SUPPORTING TOT
amount of tax reported in the tax registration or renewal process. For Transient Occupanc
P 9 P pancy EXEMPTIONS,
Tax: It covers the most current thirty-six (36) months or more.
PAYMENT RECORDS

MADE BY EXEMPT

Financial records include, but are not limited to, general ledger, schedule of gross receipts,

TOT charged, TOT collected and exempted, bank statements, monthly report, registration MUST BE MAINTAINED
cards, folio statements, invoices, daily report, and all records required by Office of Finance FOR AT LEAST FOUR
should be kept for 3 years. Records supporting TOT exemptions, payment records made by YEARS

exempt organizations must be maintained for at least four years.
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Calculating TOT:

Transient Occupancy Tax is 14% of the rents collected. It is calculated by multiplying the
amount in rent by 14%. If rents were $500. TOT = $500 X 14% = $70.

Examples of how to calculate TOT

1) TRANSIENT GUEST WITH FOOD CONSUMPTION AND ROLLAWAY SOFA|

Guest Name (Tran.) John XX

Folio No. 11598

Room No. 606

Arrive Date 02-18-20

Depart Date 02-20-20

Date Description Charges Credits Bus. Tax TOT.

02/18/2020 Room Rate 5500 Sec2143(0)
02/18/2020
02/18/2020 Room Rate 5500 Sec2143(0)
02/19/2020
02/18/2020 Sunshine Café 520 Sec2143()
02/18/2020 Rollzway sofa 5150 Sec2143(0)
02/19/2020
02/20/2020 Room Rate $500 Sec2143(q)
02/20/2020
02/20/2020 Late check-out 5200 Sec.2143(0)
02/20/2020
02/20/2020 Payment Received 52129




Calculating TOT:

Examples of how to calculate TOT

2) TRANSIENT GUEST SUBJECT TO BOTH TOT AND POT (PARKING OCCUPANCY TAX)

- TRANSIENT OCCUPANCY TAX GUIDE

Guest Name Mary XX
Folio No. 11802
Room No. 606
Arrive Date 02-21-20
Depart Date 02-23-20
Date Diescription Charges Buz. Tox T.O.T.  P.O.T. [208)
02/22/20mM Rioom Rt £450 Sec24.43]c)
0222/ Parking 230 e 24 45(a]

Parking Doousancy Tx

oz s S

02/22/ a0 Parking 230
02/22/ a0 Parking Doousancy Tx £3
024224700 Laundry 5200
03222000 L] 400
02/23/ 2050 Riooem Sate 480
02/23/ 2050 Parking 230
02/23/ 2050 Parking Doousancy Tx £3
02/23/ 2050 aril Ear 2EQ
03232000 Fax & Copesrs 400

In-Room Dining

e 24 45(a]
i3
sec.21.43(1)
e 24.45(c)
Sec24.43]c)

e 24 45(a]

i3
Sec21.43|
e 24.45(c)
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Common Errors:
mistakes to avoid

1. Did not maintain a separate accounting for different types of sales.

2. Did not maintain sufficient documentation for TOT exemptions claimed for guests staying

over 30 days.

3. Included TOT collected in the total rent receipts. For example, rent is $100 and TOT is $14.
The taxpayer should only report the rental receipts based on $100; not $114 as taxable rental

receipts.

4. Did notinclude fees charged for roll-away bed and late check out in the TOT calculations.

5. Did not include Room Package Charges in their TOT calculations.

6. No proof indicating employees from exempt organizations were actually on exempt

federal or state official businesses during their stay.

7. Not reporting business tax under Auto Park and Parking Occupancy Tax for parking

receipts due to being unaware of the City’s filing requirement.

8. Did not obtain a BTRC for short term rental.

Short-term rentals are not subject to Business Tax and may not need to register for a
Business Tax Registration Certificate only if rent out less than 4 properties. However, the
owner/operator is still responsible to collect and remit TOT on a monthly basis to the Office
of Finance. Therefore, they still need to apply for Transient Occupancy Registration Certificate

in order to remit TOT monthly. Once approved by the Department of City Planning and

received your registration number, within 30 days after commencing business, you need to
request a Transient Occupancy Registration Certificate (T.O.R.C.) from the City of Los Angeles
Office of Finance. The certificate does not authorize any person to conduct any unlawful

business or to conduct any lawful business in an unlawful manner.

9. Did not utilize the Over 30 Days Exemption Application form provided by the City. The
required form can be accessed at: https://finance.lacity.gov/transient-occupancy-tax-

requirements
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Frequently Asked
Questions:

1) | have several rental properties throughout the City of Los Angeles. Do | need a separate business tax certificate
for each site?

No. Revenue from all the properties can be reported on one business tax certificate. If you are reporting revenue from several properties,

please provide a list of the rental properties when you apply for a business tax certificate.

2) | have guests who are families that frequently stay for over a month. Should I still collect the Transient Occupancy
Tax (TOT) from the very first day, even though | know they won't be moving out within 30 days?

Yes. You do need to collect TOT from the first day of their stay unless there is a written agreement at the time of check-in. The
agreement may be in any written format, such as the Over 30 Days Stays Exemption Application form, a letter, email or an advance
payment demonstrating the intention of staying for a period longer than 30 days. Without this written agreement, even when the guest
actually stayed beyond 30 days, the initial 30 days are still taxed, while the rest of the days after 30 days would be exempt from TOT.

3) Do guests pay extra fee or penalty when they smoke outside the designated area? Is this fee subject to TOT?

No. Smoking fees are not subject to TOT.

4) We charge additional fees for guests who wish to bring pets with them. Should we collect TOT on this amount?

No, Pet fees are not subject to TOT

5) The parking fee is $20 per day, is it taxable under TOT?

No. Parking fees are taxed under Section 21.49 (a) Auto Parks for Business Tax and Section 21.15 (Article 1.15) Parking Occupancy Tax for

User’s Tax.

6) My hotel routinely caters to the same exempt organization and their staff, do | have to request the same records
every time they stay?

Yes. You still need to verify the validity of their exempt status, have the Exemption Certificate properly signed and dated, maintain
a copy of the records specifying the official business travel and the exempt status, such as US Government Tax Exempt card, foreign
mission’s Personal Exemption Tax card, Diplomatic Tax Exemption card, etc. The name of the cardholder must be consistent with the

hotel room registration and folio.
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Frequently Asked
Questions:

7) We charge cancellation fees from no-show guests due to the unexpected vacancies. Should we also collect TOT on
the fees charge?

Yes. It serves as a form of liquidated damages that replaces regular rent.

8) Many times when guests check in, they do not know whether or not they will actually stay over 30 days. Can |
calculate the TOT when they check out by counting the actual days of their stay?

No. Without a written agreement at the time of check-in, guests are considered transient from the day one; thus, subject to TOT every

day even when their entire stay exceeds beyond 30 days.

9) I rent my home through Online hosts, they already deduct the TOT before sending me the net rent. Do | still have to
register and report zero every month?

Yes. You still need to register and report TOT for the amount of rent received elsewhere. You may report zero if all of your rent are
received through this one marketplace. AirBnB is one of several online marketplaces that enables people to list, search and book rental
accommodations. Beginning on August 1, 2016, AirBnB has agreed to collect and remit TOT on behalf of property owners within the
City of Los Angeles who utilize their service. Some property owners may use other online marketplaces in addition to AirBnB. Please be
advised that AirBnB will only collect and remit TOT for transactions processed through its service and does not collect and remit TOT for

other online marketplaces.

10) Our room rent charge includes a fixed amount of Cleaning Fee. It is not optional. They are for carpet cleaning and
common area maintenance. How do treat this type of charges?

When certain charges are included as a package deal or not optional to the guests, they are considered room rent and taxable for TOT

purpose. Such charges include but are not limited to cleaning fees, utility or other types of surcharges.
11) | own a few residential properties from which | receive rental income. Do | have a business tax liabiiity?

If you rent out 4 or more residential units from properties within the City limits and have yearly rental gross receipts of at least $20,000,
you are required to obtain a business tax certificate from the Office of Finance. However, if you receive rental income from 3 or less units
throughout the City, you would not be liable for business taxes, but you still need to register for Transient Occupancy Tax Certificate

and remit the TOT collected to the Office of Finance monthly.
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Frequently Asked
Questions:

12) How should | treat employees from other States or from Federal government?

Employees from other states’ government are taxable for TOT purpose. Federal employees are exempt upon verification of official

business stay or proof of payment, such as a valid US Government Tax Exempt card or other types of recognized tax exempt cards.
13) When a group of guests are from one exempt organization, do | need to fill the form for each one of them?

Yes. Unless they are all checked in and out on the same days and you can specify each of the names on one copy of the Exemption
Certificate. You still need to keep detailed records of the folio information, break it down to each respective guest name, related room
number, days occupied by each guest, payment information, check in and check out dates of each guest, not just for the room, even if

room rents may be paid all at once with one credit card.
14) How can | obtain a refund of TOT overpayment?

TOT is the money paid by a transient who is entitled to refund when he or she overpaid. As an owner or hotel operator, you need to
either refund or give credit to the transient before claiming a refund from the City. A refund claim must be filed with the City within a
year from the date of payment. In certain circumstances, the owner or operator will be refunded the overpaid TOT if such overpayment

is from the owner’s or operator’s own money.
15) | have a unique situation that | need to discuss with someone from the City.

Questions may be directed to:
City of Los Angeles
Office of Finance
Phone: (213) 744-9749
Email: Finance.TaxLiaison@lacity.org

16) How do | obtain a TOT Exemption Certificate?
You can download the TOT Exemption Certificate from the Finance website at

https://finance.lacity.gov/transient-occupancy-tax-requirements

17. Is there a form for a written agreement for an over 30 day stay?

Yes. You can download the TOT Exemption Certificate from the Finance website
at https://finance.lacity.gov/transient-occupancy-tax-requirements



https://finance.lacity.gov/transient-occupancy-tax-requirements
 https://finance.lacity.org/blog/home-based-transient-occupancy-tax-requirements  
https://finance.lacity.gov/transient-occupancy-tax-requirements
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More information:
additional resources

LOS ANGELES MUNICIPAL CODE

A link to the Los Angeles Municipal Code can be found at https://finance.lacity.gov/tax-

ordinance

OFFICE OF FINANCE WEBSITE

For additional business tax information please visit the Office of Finance website at

finance.lacity.gov.

SERVICE CENTERS

You may come in and visit us at one of our public office locations:

Hours for City Hall Rm
101 - Open by

Van Nuys Civic Center
Hours - Open by

Appointment Only

200 M. Spring 5t. Room 101
Monday 8:00 AM - 4:00 PM
Tuesday 8:00 AM - 4:00 PM
Wednesday 9:00 AM - 11:30 AM
Thursday 8:00 AM - 11:30 AM
Friday : Closed

*Closed daily 11:30am-
12:30pm

{(Note: Use Main Street
Entrance)

Appointment Only

6262 Van Nuys Blvd., Suite 110
Monday 8:00 AM - 4:00 PM
Tuesday 8:00 AM - 4:00 PM
Wednesday 9:00 AM - 11:30 AM
Thursday 8:00 AM - 11:30 AM
Friday : Closed

*Closed daily 11:30am-
12:30pm

VISIT THE OFFICE OF
FINANCE WEBSITE AT
FINANCE.LACITY. GOV
FOR ALL TAX
INFORMATION AND
SERVICES TO FILE
YOUR RENEWALS AND
PAY BILLS ON-LINE



https://finance.lacity.org/tax-ordinance
https://finance.lacity.gov/tax-ordinance
https://finance.lacity.gov/
https://finance.lacity.org/
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office of |}
| finance

Note: This publication summarizes the Los Angeles Municipal Code (LAMC) and the policies of the Office of Finance in effect as of the date of printing.
However, changes in LAMC and the policies of the Office of Finance may occur. If there is a conflict between the text in this publication and current LAMC and

policies, the current LAMC and policies will always be controlling.
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