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SPOTLIGHT: Transient Occupancy Tax (TOT) Volatility

The fiscal year 2026-27 outlook for the City’s visitor economy and therefore Transient
Occupancy Tax (TOT) hinges on whether today’s elevated uncertainty begins to ease in the
first half of the fiscal year. If so, we project a modest growth of $11 million or 3.5% over
the FY2025-26 estimates.

This 3.5% growth assumption aligns with a baseline view that the Los Angeles visitor
economy will benefit from the ramp-up of major global events, particularly the 2026
FIFA World Cup and the 2027 Super Bowl. However, we recognize that these one-time
gains can be partially offset by broader travel demand softness.

Travel demand—particularly international travel—remains highly exposed to policy and
geopolitical factors that influence the willingness to travel, border friction, and overall costs.
Recent reporting has highlighted declines in California tourism from key international
markets, including Canada and Mexico. These declines are tied to:

e Heightened immigration enforcement concerns

e Broader political tensions

e Tariffs and exchange-rate pressures

In addition to the economic and geopolitical uncertainty influencing travel demand, the City’s
TOT outlook includes a meaningful policy-driven upside scenario. The City Council has
approved a draft election ordinance to place a June 2, 2026 ballot measure before voters
that would increase the TOT rate from the current 14% to 16% through 2028 and 15%
thereafter, and would also require online and other travel companies to collect and remit
TOT to strengthen compliance and reduce leakage. If approved by voters and
implemented as contemplated, the measure is estimated to generate approximately
$22 million to $44 million annually. This represents a material upside to the baseline
forecast that continues to assume the current 14% rate structure.

LOOKING AHEAD

Although revenues are expected to remain flat throughout the current fiscal year and
slightly up next fiscal year, the City must enact better controls and accountability
measures on overspending and massive liability payouts. Currently, the City is
projected to spend over budget by $200 million. Revenue growth must be equal or even
outpace expenditures in order to avoid short-term fixes, such as layoffs, furloughs, hiring
freezes, cutting positions from understaffed departments, and tapping the Reserve Fund.
These temporary solutions have had a detrimental impact to city services and resources.

We continue to advocate for a long-term, strategic approach to achieving fiscal
sustainability including:

e A two-year budget
e A real capital infrastructure program
e Honest and transparent budgeting that includes:
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