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Ohio-based Employers Applaud Efforts to Create Parity with Out-of-State Online Entities 

 

COLUMBUS – A measure to require out-of-state online travel companies to remit existing taxes that they 

already collect from consumers will close an obsolete loophole that harms Ohio companies employing 

tens of thousands of individuals in hotels and hotel-related jobs.  It’s also a win for Ohio’s travel industry 

and its local communities, according the association representing Ohio’s hotel and lodging operators.  

The Ohio Hotel & Lodging Association supports efforts by Rep. Dave Greenspan to introduce House Bill 

571 to clarify and modernize the Ohio Revised Code as it relates to online hotel room sales.   

“Ensuring that online travel companies remit taxes they already collect from consumers is fair and just 

to everyone in the marketplace,” Joe Savarise, Executive Director of the Ohio Hotel & Lodging 

Association, said.  “This is neither a new tax, nor an increase in the tax rate.  The taxes in question have 

been applied to hotel rooms for decades.  Ohio’s hotels already pay these taxes fully, even when those 

transactions take place on the hotel’s own booking website.”  

HB 571 was introduced with the intent and effect of clarifying the Ohio Revised Code to create a level 

economic playing field and to codify the obvious -- that taxing jurisdictions did not intend to provide 

online travel companies (OTCs) with an unfair economic advantage over lodging businesses with respect 

to taxes. The bill would require OTCs to operate like any other seller of goods and collect and remit sales 

tax on the price paid by the consumer. 

Currently, online travel companies and hotels charge the same amount to consumers for 

accommodations in a particular hotel property.  However, the amount of tax remitted by the OTC to 

state and local governments is less (see attached infographic for details).  Online travel companies keep 

the difference in amount remitted for themselves. 

In response to efforts to eliminate this unfair loophole, opponents falsely claim that the bill requires a 

tax increase or would increase the cost for consumers.  A review of memorandum from the online travel 

companies and their own advisors demonstrates this is not the case. An Expedia memo dated July 28, 
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 2003 and uncovered in legal proceedings stated, “Regarding the question of whether we should pass on 

occupancy tax costs to our customers, the current answer is ‘no’ – or maybe a more accurate answer is 

that we do not currently believe that is possible from a competitive standpoint.” 

Other company memorandum described the loophole as a “luxury” that the OTCs know they won’t be 

able to enjoy forever. 

Recently, the Supreme Court in Colorado made that state one of the latest to recognize that OTCs owed 

millions in hotel room taxes. On April 24, 2017, the court stated online booking companies failed to 

remit the right amount of lodging tax, because they sell hotel rooms to consumers: 

“Although the OTCs maintain that even in merchant-model transactions they do not sell, or 
furnish for consideration, a right to occupy or use the hotel rooms in question, no matter what 
terminology they may choose to use in describing their transactions, as a functional matter that 
is precisely what they do.” [City and County of Denver v. Expedia Inc.] 

 

Ohio’s brick-and-mortar hotel businesses employ more than 35,000 people directly, and support 93,000 

hotel-related jobs.  They provide 26 million room nights to guests annually and generate $25.5 billion in 

business sales and support $3.4 billion in taxes.  The taxes generated by hotel stays in Ohio help provide 

critical services at both the state and local level.  These services are important to residents and travelers 

alike.  In addition, Ohio’s hotel businesses provide direct support in the form of tax funding for 

destination marketing efforts which help bring even more travelers – and more economic activity – to 

Ohio. 

 



Out-of-state online travel companies (OTCs) remit less taxes than others  

selling the same  room in the same hotel on the same night -- 

and cost Ohio, its communities, and taxpayers in the process. 

OTC 

OTC 

Tax Jurisdictions Tax Jurisdictions 

Travel consumer books 

identical room in same 

hotel on same night 

Travel consumer books 

identical room in same 

hotel on same night 

Consumer “A” uses online 

travel company (OTC) website 

Consumer “B” books through 

hotel directly (including the 

hotel brand website) 

Room costs consumer $100, 

plus $17.50 in taxes 

Room costs consumer $100, 

plus $17.50 in taxes 

Hotel remits full $17.50  

in taxes due on $100 to 

state and local jurisdictions 

OTC  remits only  $14.00  

in taxes on $80 to state 

and local jurisdictions 

OTC keeps $3.50 as a  

dividend at expense of 

government and taxpayers 

Remission of taxes paid by consumer Remission of taxes paid by consumer 

OTC pays 

hotel $80 

OTC keeps 

$20 

In both scenarios, the consumer pays the exact same amount, $117.50, for the room, but only the hotel remits tax 

based on this amount.  OTCs remit tax on a lower rate, and the state and communities are deprived of critical revenue. 

OTC 



Online Booking Examples --  
Same hotel reservation costs consumer an identical amount for room and taxes  

in same hotel on same night 

 

 



Sources (1) MBS Occupancy Tax Analysis  
(2) Price Waterhouse Cooper, Transaction Tax Risk Narrative Memo to Expedia  
(3) Holland & Knight LLP, Memorandum on Hotel Occupancy Taxes  
(4) Update on Online Travel Company Litigation, Office of Indiana Attorney General 

 

Online Travel Companies Tax Avoidance Strategies Revealed 
Excerpts from internal memoranda authored by attorneys, accountants and tax advisors  

show in their own words what the OTCs think about paying their taxes 
 
Knowingly avoid the payment of taxes 
OTCs knew as early as 2003, as one Florida lawmaker put it, “that they owed the taxes to the state, and have been 
purposefully and intentionally failing to pay the taxes, hoping that they wouldn't be sued before they could change 
state law.”  
 
“It appears that the total price that customers pay to the companies for hotel rooms is subject to taxation in most 
jurisdictions analyzed.” 3 “The tax is assessed on the entire price of the occupancy, and tax authorities typically 
define this as the entire price that the consumer perceived to be the price of the hotel room.” 1 
 
Resist, delay and make it as difficult as possible… 
“It appears that the stakes are high enough that OTCs should resist, delay and make it as difficult as possible for 
any state to require us to collect occupancy tax.” 1  
 
Should OTCs be collecting tax at the total price the customer pays 
OTCs have been advised in an opinion from their attorneys “it appears that the total 
price that customers pay to the companies for hotel rooms is subject to taxation in 
most of the jurisdictions analyzed...” The opinion also indicates that Expedia “has 
high risk of exposure to state and local taxes...” 3    
 
“Based on our review of the statute and regulations… tax is likely due on the total 
charge made to the customer… Various local taxes are imposed and administered by 
the respective locality. The imposition of the tax is identical to the state. Therefore, 
the local taxes are also likely due on the total charge to the customer.” 2 

Advisors went as far to say Expedia should “take a reserve each quarter based on an 
estimate of uncollected taxes that we may ultimately owe.” 1 

What can Expedia do in order to “minimize occupancy tax exposure?” 
Preferred steps include “Assembling a strong team of experts to lobby…” 1 (OTCs have a long history of 
“engaging… in a massive lobbying effort to try to get local legislators and tax commissioners to buy into their 
semantic fiction that OTCs are not entities that sell hotel rooms” according to a Georgia court-appointed special 
master.) 4 
  
We should consider litigation as a useful tool… 
In response to the question “If any tax authority threatens litigation, do we litigate or simply become a tax collector 
in that state?” OTC attorneys replied, “It appears that the stakes are high enough that we should resist, delay and 
make it as difficult as possible for any state to require us to collect occupancy tax… most tax regulators -- even the 
most obstinate -- will offer up some sort of settlement before threatening litigation.” 1 

Should we pass on the tax cost to consumers? 
“We do not currently believe that is possible from a competitive standpoint… not sure we will forever have the 
luxury of having this back-end ‘taxes and service fees’ line item.” 1 

“Not sure we will 
forever have the 
LUXURY of having 
this back-end ‘taxes 
and service fees’ line 
item.”  

– Internal memo from 
Expedia Attorneys 




