The Travel Technology Association
T e s t i m o n y o f S t e p h e n Shur In O p p o s i t i o n t o HB 160 a n d HB 6 4 :
A p p l y i n g t h e S t a t e Sales Tax t o T r a v e l Services
My name is Stephen Shur, and I am the President of the Travel Technology Association.
My organization represents companies like Orbitz, Expedia, Priceline and many others.
Our industry is responsible for booking millions of room nights in Ohio annually. We are
in strong opposition to any proposal that would apply the state sales tax to travel agent
service fees.
First, and most importantly, online travel agents don't buy rooms in bulk at wholesale
rates and resell them at retail rates. To understand this is to also acknowledge that
when a traveler books a room via a travel agent, either online or in Ohio, the total
amount the traveler pays for the room includes:
1. the room rate set by the hotel,
2. all applicable taxes based on that room rate, and
3. a service fee charged by the travel agent (online or in the community)
Applying the state sales tax to the fees charged by travel agents will have the opposite
of the intended effect of raising revenue. Travel agents are the engine that help steer
travelers to Ohio, Taxing online and community travel agents will serve as a disincentive
for them to steer travelers to Ohio.
These taxes will ultimately be passed on to the consumer in the form of higher room
rates. Priceline.com found that when the room rate is increased by 1 % , there is a 2%
reduction in bookings. Raising room rates in Ohio through higher taxes will have a ripple
effect through the state's economy as leisure travelers choose to stay in other states to
save money. Small businesses who benefit from travel and tourism will be negatively
impacted by these taxes as well.
Proponents of taxes on travel services suggest that travel agents, both online and in the
community are collecting but not remitting the taxes on the hotel room. With regard to
the question of whether the proper taxes are being levied, collected and remitted, there
is no loophole. The tax is based on the rate that the hotel sets. The hotel provides the
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good or service, in this case, the hotel room, to the traveler. Online travel agents do not
operate hotels or have control of inventory nor do they set the price that the consumer
pays for the room. Every single court that has reviewed this question has found that
online travel companies do collect and remit the proper taxes, (see addendum"
"Examples of Court Rulings that OTCs Do Not "Buy and Resell" Rooms").
As in the case of AAA discounts or AARP discounts, the tax calculated and paid by the
consumer is based on the discounted room rate that is set and agreed to by the hotel.
Why does this matter and how does it relate to this legislation? This legislation would
require the sales and lodging tax to be collected on the total amount the consumer pays
which means this new tax would apply to the service fees charged by travel agents and
represents a new sales tax on services in Ohio, travel agent services, to be specific.
This is bad for Ohio tourism and particularly bad for Ohio travel agents who already pay
tax on the service fees (income) they charge their clients.
Like any new taxes, this tax would be passed on to the consumer in the form of higher
hotel rates. It should be no surprise that Ohio hotels will be at a distinct disadvantage to
neighboring states, none of which impose a sales tax on these services.
It has been said that when you tax something, you get less of it. In this case, we are
talking about hotel bookings in Ohio.
The opportunity cost of this tax is high. It's not about raising revenue. It's not about
closing a loophole that doesn't exist. It's not about leveling any playing field. It's simply
a new state sales tax on services and a disincentive for online travel agents and Ohio
travel agents to steer people to Ohio hotels.
This new sales and lodging tax on services is a job killer, a small business killer and a
burden on Ohio businesses and citizens. I urge you to reject this proposal.
Thank you.
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The Truth
would apply the state sales tax to the
service fees of travel agents, online and in the community.
Currently, travel agents don't pay sales tax on the fees they
charge their clients. Under this bill, they would. This is a
new tax on services.
There is no loophole. OTAs collect from the consumer the
room rate, the taxes on that room rate and service fees
and pass on the proper amount for the room and taxes to
the hotels.
Everv court that examined whether OTAs are collecting
and remitting the proper taxes has found that they do.
100% of the court rulings.
The hotels are not at a disadvantage to the OTAs.
They choose to partner with OTAs who help them market
unsold inventory.
Taxing travel agents does not level the playing field or
benefit hotels in any way. It simply levies a new tax on
Ohio travel agents and on the service fees of OTAs.
There is no direct or indirect correlation between taxing
travel agents and benefits to the hotels.
Hotels could simply choose to not partner with OTAs like
Southwest Airlines does.
The hotels' real motivation was revealed recently:
"Marriott would prefer "this money not be kept by the
[OTAs] to pad their profit margins to increase their
marketing budgets and their ability to outcompete us in
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the booking space," according to testimony from a
Marriott rep during a March hearing.
http://www.businesstravelnews.com/Business-TravelAgencies/Maryland-Governor-Vetoes-Hotel-Tax-Bill

There is no tilted playing field. The hotels are asking the
legislature to pass new taxes on services to achieve a
competitive advantage in the marketplace.
Not true. As drafted, the taxable amount is the total
amount paid by the consumer which includes the travel
agent service fees for both Ohio travel agents and OTAs.
Like most tax increases, this one will be passed on to the
consumer in the form of higher room rates, making Ohio
hotels more expensive and less competitive with
neighboring states.
The higher rates will be directly and indirectly charged to
the consumer in a variety of ways including when booking
packages, in the opaque (name your own price) model and
certainly will be accounted for during future negotiations
between hotels and OTAs.
Travelers are price sensitive. Priceline found that a 1 %
increase in room rates results in a 2% reduction in
bookings. Ohio hotels will be at a distinct disadvantage as
a result of this new tax.
No state bordering Ohio impose sales taxes on travel
services providers, including, Pennsylvania, West Virginia,
Kentucky, Indiana or Michigan. Dozens of other states
across America have rejected similar proposals in recent
years.
The states that have passed this tax have not realized the
promised revenue due to compliance/remittance
complexities.
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In Minnesota, where the tax was passed in 2011, the
proponents of the new tax projected that the tax would
yield $8.5 million per year. Since the law was enacted in
2011, the state has collected just over $2 million
(cumulatively, in total) from the new tax. And thus, the
state saw no real revenue benefit while incentivizing travel
agents to steer travelers elsewhere.
Portland, OR, was recently named the most expensive city
for travel taxes in the country, due in part to Oregon's
passage of similar travel services tax in 2012. Meeting and
convention planners are paying attention.
North Carolina passed a similar measure in 2012. They
have not collected any tax revenue from this tax to date
due to remittance and compliance implementation
challenges, nearly four years after passage.

Impact on OH Travel Agents
There are over 1,900 travel agents employed in Ohio who
currently don't pay sales tax on their service fees. This bill
would apply the state sales tax to their service fees.
Applying the sales tax to service fees is equivalent to triple
taxation for these small businesses as they already pay
state and federal income taxes on their fee revenue. This is
a job killer.
Impact on Ohio travelers
Industry data shows that between 25% and 30% of all Ohio
hotel bookings on online travel sites are booked by
Ohioans. Ohioans will pay more for lodging under this new
law.
Industry data shows that a 1 % increase in room rates
results in a 2% reduction in bookings. Travelers will choose
to stay in neighboring states to save money on hotels.
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It has been said that "if you tax something, you get less of
it". Why would Ohio want to impose a new sales tax on
services on an industry that markets Ohio to the world?
This new tax on small businesses will also create a
tremendous administrative burden for travel agencies and
other small businesses in Ohio. If enacted, travel agencies
of all sizes will now be responsible for creating extensive
record keeping and administrative functions for collecting
and remitting this tax. Compliance will be especially
difficult for small business travel agents.
Any revenue raised by this new tax will pale in comparison
to the economic impact last as a result of a reduction in
hotel bookings. Other states that have passed similar
measures saw revenues that were significantly lower than
the projections put forth by the proponents of the new tax.
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May 29, 2015
Dear Senators and Representatives,
On behalf of the some 130,000 Americans for Prosperity activists in Ohio, I am
writing in strong opposition to HB 150 and SB 160, both of which would
institute a new tax on travel services and greatly harm Ohio's travel and
tourism economy. These new taxes would not only impact online travel
agencies, who drive millions of travelers to Ohio each year, but more
alarmingly, the bills would tax the service fees charged by Ohio travel agents
and Ohio tour operators. This tax, if imposed, would place Ohio at a
competitive disadvantage with other states without it, and have a profoundly
negative impact on our economy.
Higher cost travel means fewer tourists, fewer business travelers and fewer
visitors to local attractions, restaurants and nightlife destinations — hurting
local businesses and their employees at a time they can least afford it.
Tourism is an important part of Ohio, and the state's assets — its people,
businesses, and attractions— deserve an economy that allows them to thrive.
These proposed new taxes would make thriving more difficult, and exacerbate
the problems of many of Ohio's working families and small businesses.
We hope you will oppose this misguided, job-killing tax hike, and we look
forward to working with you in the future.
Sincerely,
J. Baylor Myers
Ohio Deputy State Director
Americans for Prosperity

Americans for Prosperity® (AFP) is a nationwide organization of citizen leaders committed to advancing every i
economic freedom and opportunity. AFP believes reducing the size and scope ofgovernment is the best safeguard t
productivity and prosperity for all Americans. AFP educates and engages citizens in support of restraining state
growth and returning government to its constitutional limits. AFP has more than 2 million members, including me
and 36 state chapters and affiliates. More than 90,000 Americans in all 50 states have made a financial inves
Foundation. For more information, visit www.am encansforprosperity: org. Americans for Prosperity does not su
candidates for public office.
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Dear Ohio Senators and Representatives:

Additional taxes make travel to Ohio more expensive, thereby
harming Ohio's tourism industry and weakening the economy as a result. The Jeffersonian Project,
the 501 (c)4 affiliate of the American Legislative Exchange Council (ALEC), strongly opposes this
new discriminatory service tax on the Ohio travel and tourism economy.
Visitors also add to
the Ohio economy through purchases at local restaurants, stores, events and other in-state
businesses. In a modern, digital economy, hotel intermediaries serve as a crucial facilitator to
position the state to benefit from domestic and global travelers.
and conflicts with the which states that tax
policy should be competitive, neutral and fair to all businesses, regardless of industry. Moreover, as
ALEC model policy - the notes, online travel companies are
separate entities from accommodations providers. Online travel companies do not provide lodging
and amenities, but instead facilitate the purchase of that lodging, which is distinct and should not be
treated as in parity.
such is the epitome of shortsighted tax
policy. As the principle from Economics 101 suggests,
Earlier this session, the Virginia Legislature rejected a similar travel tax proposal in both the
House and Senate. Virginia lawmakers understood that applying new taxes on travel services will
create a disincentive to travel to states with such taxes.

and instead focus on broader, fundamental reforms that improve the state's competitiveness.
Thank you for your consideration.

June 8, 2015
Ohio House of Representatives
Committee on Finance
Ref: Opposition to the Travel Services Tax H.B. 150
Dear Committee Members:
I write to you today on behalf of the Independent Lodging Industry Association, which represents
thousands of independent hoteliers as well as the many small businesses who service independently
owned hotels and benefit from our industry. Independently-owned hotels offer travelers unique
experiences in virtually every part of Ohio. In order to thrive, these small businesses must compete with
the large hotel chains ~ and their advertising and marketing budgets ~ for travelers. Since most
independent hoteliers cannot afford the high cost of competing with major hotel chains, they rely on
their partnerships with online travel agents and community travel agents for marketing, advertising, and
visibility. When an independently-owned hotel partners with an online travel agent, they are put on
equal footing with all other hotels in a given geographic area when they appear in a search result by a
traveler. It is through these partnerships that small, often family-owned businesses, can and do compete
with billion dollar companies. A recent study by Cornell University found that hotels that partner with
online travel agents see up to a 26% increase in direct bookings as a result of the partnership. Further,
the study found that these hotels see a billboard effect for their property. For every reservation booked
via an online travel agent, the hotel received an additional three to nine bookings on the properties own
website as a result of this billboard effect.
And so, it is with great concern, on behalf of the thousands of members of the Independent Lodging
Industry Association, that the Ohio legislature is considering applying a new sales tax on the services of
online travel agents and that of community travel agents throughout Ohio. Like most taxes, these
additional costs will ultimately be passed on to the consumer, making Ohio hotels more expensive and
less competitive with neighboring states that don't tax travel services.
As I am sure you are aware, travel and tourism is an important component to the state's economy, and
efforts to tax and burden any aspect of travel will be counterproductive. Instead of making lodging
more expensive in Ohio through new and higher taxes, let's work together to help grow travel and
tourism for the entire state by making Ohio hotels more affordable and accessible than before.

The Independent Lodging Industry Association and its Ohio members are strongly opposed to the Travel
Services Tax legislation (H.B 150), which would unjustly tax travel services and harm Ohio's travel and
tourism economy.
Sincerely,

Bobbie Singh Allen

The Independent Lodging Industry Association (ILIA) is a national association with over 5,000 members
nationwide. It was founded in 2010 by the California Lodging Industry Association (CLIA). CLIA was
established 68 years ago by a group of independent hotel owners and operators. Over the past several
decades, independent hotels, independently owned franchised hotels, and owners have been impacted
by decisions being made out of the halls of State Capitols to Washington, D.C. Chain hotels have
dominated the policy making process. ILIA will level the playing field and allow independent hotels a
seat at the table. For more information, please contact me at: bobbie@independentlodging.org or 916826-2075. ###
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H.B. 150 and S.B. 160 are NEW taxes on services and a
TAX INCREASE that will make Ohio hotels more •„ r
expensive and less competitive with neighboring States.
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Supporting statement from a Marriott Representative at the Maryland Senate
Budget and Finance Committee Hearing on SB190 on February 11, 2015:

Learn more at

In traditional hotel transactions, travelers book a room
and pay a hotel tax based on the amount they pay to
the hotel. The tax rate varies from state to state, but
generally runs higher than other sales tax rates. The
rate discrepancy goes against the neutrality principle
of sound tax policy.

Online travel companies facilitate transactions between travelers and hotels, and charge a fee for the
service. The cost the traveler pays is comprised of
three parts: cost of hotel room, hotel tax, and service
fee. If a traveler hooks a room through an OTC, the
cost is often less than if they hook directly through the
hotel. For example, if the hotel tax rate is 15 percent
and a room costs $100 when hooked directly, the tax paid would he $15. If, instead, the traveler hooks through an OTC and the
room costs $75, the tax would he $11.25. Add in a service fee of $10, and the total cost is $96.25. Instead of calculating the tax
on solely the cost of the hotel room ($75), some municipalities have brought suit to collect tax on the cost of the hotel room and
the service fee ($85) - a tax they often have no legal basis to collect.

Though laws vary from locality to locality, hotel tax statutes typically provide that hotel taxes are paid by travelers based on the
amount they pay to the hotel. Amounts paid by guests to others are not subject to the hotel tax.
Some cities (such as New York City, South San Francisco, and Washington, DC) have legislatively altered their statutes to expand
hotel taxes to amounts paid by the consumer to anyone connected with the hotel transaction.

OTCs neither operate hotels nor resell hotel rooms as wholesalers, placing them outside the proper scope of hotel occupancy
taxes. A vast majority of courts have ruled it Is unlawful for municipalities to tax OTCs as hotels.

Taxing only Internet-based travel facilitation services and doing so at a high rate suggest that the motivation is to shift tax burdens to nonresidents, not revenues. This burdens the free-flow of capital and disregards the benefits principle, which says that
those who receive the benefit of a service should pay for that service.

state and local governments think extending the hotel tax to online travel companies will bring easy revenue. It doesn't. Instead,
unsuccessful lawsuits have produced high costs, extended litigation and negative impacts on the tourism industry.

State and local government don't simply change the statute because, due to the mobile nature of service companies, service
providers are much more likely to move if faced with excessive taxation. Legislators recognize that adding new taxes to the
stream of commerce will reduce demand for tourism and hurt the local economy.

The tourism Industry and travelers pay the cost of aggressive and unjustified taxation of online travel companies. When nonresidents are taxed at a higher rate than residents and only services primarily used by nonresidents are taxed while everything else

is exempt, the real motivation becomes clear: a "meddlesome, money-grabbing plan."
When cities and states act In such a way towards one set of businesses, investment and
economic growth can he chilled as other businesses take note.

Many of the same issues arise in taxing online sales and online travel companies. A tax
on both would shift the tax burden to nonresidents and damage the national economy.
But it is specifically unprincipled to levy a tax on the narrow base of online services.
Most states exempt sales taxes on services. If states taxed online travel companies while
exempting other services, it would place online service providers at a disadvantage. By
singling out only services provided by Internet-based travel companies, state and local
governments demonstrate their motivation is to gouge revenue from out-of-staters, not fairness.

In-state service providers engaged in the same line of business (especially "brick-and-mortar" travel agents) operate using the same
business model, and are gravely threatened by these proposed taxes.
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By: Chris Anderson Ph.D.

Replicating and expanding an earlier study, this report confirms and
quantifies the so-called billboard effect that occurs when online travel agents
(OTAs) include a particular hotel in their listings. An earlier study, based on
four JHM-owned hotels, found that a hotel's listing on Expedia increased
total reservation volume by 7.5 to 26 percent depending on the hotel. This
number excluded reservations processed through the OTA itself. This larger
and more exhaustive study analyzes the billboard effect based on booking
behavior related to 1,720 reservations for Intercontinental Hotel brands for
the months of June, July, and August of three years (2008, 2009, and
2010). The analysis determined that for each reservation an IHG hotel
receives at Expedia, the Individual brand website receives between three and
nine additional reservations. Although these reservations are made through
"Brand.com" (the individual brand's site), they are directly created or
influenced by the listing at the online travel agent. The study also gained an
indication of the amount of surfing time spent by would-be guests who are
investigating and studying potential hotels to book. Some travelers recorded
as many as 150 searches, but that was exceptional. The more typical activity
was still considerable: the average consumer made twelve visits to an OTA's
website, requested 7.5 pages per visit, and spent almost five minutes on
each page.

Our comScore dataset consists of 1720 purchase events ( hotel
reservations) at a Intercontinental Hotels (IHG) related website (e.g.,
HolidayInn.com) during June, July, and August of 2008, 2009, and 2010.
Owing to the nature of the comScore data we have all travel related website
visits (e.g., TripAdvisor.com, Orbitz.com, LasVegas.com) and travel related
searches (Google, Yahoo and Bing) for 60 days prior for each of these
reservations.
These data are publicly available from comScore. ComScore tracks a sample
of approximately 2,000,000 consumers, logging their site visits. Of these
2,000,000+ consumers, 1720 booked one or more hotel room nights at an
IHG related brand online during the above mentioned sample window. We
have complete travel related online site visits for each of these 1720
reservations for 60 days prior to the reservation. Consumers from the
comScore sample also made 122 reservations at Expedia during the same
period (note the approximately 14:1 ratio (1720:122) of IHG:Expedia
bookings).
Of the 1720 bookings, approximately 6 2 % visited an Expedia site. For 2 2 %
of the 1720 bookings Expedia was the only OTA visited prior to the IHG.com
related reservation. These produce ratios of 1066:122 (.62*1720:122) or
8.75:1 and 378:122 (.22*1720:122) or 3.1:1. It is from here we indicate
that each reservation at Expedia impacts 3-9 reservations at IHG.com
related sites ("....for each reservation at the OTA 3 to 9 reservations at the
brand's website are directly influenced by listing at the OTA...).
It is important to note that in the first Billboard study we argue causation as
a result of the experimental design, in this follow-on study we simply state
correlation between bookings at the OTA and those at supplier direct sites.
http://www.hotelschool.corneH.edu/research/chr/pubs/reports/abstract-15540.html
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