4/22/2010

To:
Date: Su

n, February 28, 2010 5:47:.04 PM

Untitled Document

From: Priceline Customer Service (hotel@trans. priceline.com)

Priceline.Com Receipt for

Ce:
Subject: pricelne.com Hotel Confirmation for Richmond, VA -

Richmond Hotel

eb 28, 2010 (Itinerary #683-199-8

(2010)

81-01)

Flights [ burads [ Sers p Packages s Sruisay  Tours & Affranbians B

Tt Check your request | agHe:p

Thank you for booking your hotel with priceline. As a courtesybelow is a copy of the hotel itinerary you recently reviewed on-line
at priceline.

View full ifinerary and receipt Request Number: 683-199-881-01

ifyou are in need of any special arrangements (i.e. bed types, handicap accessibility etc.) fo your accommodation, please
contact the hotel property directly at the phone number listed below.

* adda rental car to your trip b add atfractions to your trip

} add a flight to yvour trip

hrotel details

Doubletree Hotel Richmond Downtown
301 West Franklin Street

Richmond, VA 23220

804-644-8871

Check-In:  Sunday, February 28, 2010-03:00 PM
Check-Out: Monday, March 1, 2010-12:00 PM

Room 1: AT
Confirmation # 87332205

Apply for our new priceline rewards Visa card today and you can earn up to $50 cash back on your first purchase. Plus, enjoy
these additional benefifs:

- Eamn double, kriple. or even quadruple points on priceline.com purchases
-Redeem your points for anything you buy ($25 minimum)

Room Cost (avg. pei room, per night); $50,60 {USD)

Number of Rooms: 1

Number of Nighis: 1

Room Subtotal: $50.00 (USD)
w* Taxes and Fees: $14.29 (USD)

Total Room Cost: $64.29 (USD)

Can [add rooms to myreservation?

Can [ change or cancel my hotel rooms?
Can | add nights to my holel reservation?

Can | check-in early or late?

¥ Selfhelp * ContactUs

TUSIOMOT Yervice
If you need assistance with this or any other priceline purchase please conlact a customer senvce representalive at the
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Date: Fri February 15, 2008 12:39:50 PM
Cc:
Subject: Hotel booking confirmation

Print

From: donotreply@hotels.com {donotreply@hotels.com)

Hotels.Com
Receipt for
Norfolk Hotel
(2008)

]

Tazewell Hotel & Suites
1-757-823-6200

245 Granby St

Norfolk, VA 23510

Check-in: Mon, Feb 25, 2008 | Check-Out: Wed, Feb 27, 2008

|

:

§ Guest: RAYMOND WARREN
Hotels.com Booking Number: 062959589

YOUR RESERVATION HAS BEEN BOOKED!

Guest Rating

38
39 Reviews

Need Help?
Contact us by email or

Call Customer Care:

800-3-HOTELS

We are here for you anytime.

' YOUR REVIEW MATTERS

. Hotels.com guests want to know
L your opinion.
Everything about your stay is important, from

the lime you arrive untif the time you check
out. We want to know # all,

i After your stay, we'll send you an email so
you can complele your review or you ¢an go
directly to www hotels. comreview

Circle your response.
Quality

Conditlon

Comfort
Cleanliness
Convenience
Nelghborhoed
Price

Vajue

Overall Satlsfaction

Very Bad Very Good

NN R NN NN
Wow W oW W oW oW W W
LR - N S O N
Gy Gyt r h

Would yourecommend? Yes No

Save Up to $301

YOUR RECEIPT

Tazewell Hotel & Suites

245 Granhy St
Norfolk, VA 23510
View Map | Diiving Direclions

us.mg2.mail.yahoo.com/dc/blank.html?...
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Check-In: Mon, Feb 25, 2008
{checkin time: 3:00 PM )

Check-Out: Wed, Feb 27, 2008
(check-out fime: 12:00 PM }

V Rates per Room

{excluding tax recovery chargesand our sarvice fees)

Mon, Feb 25, 2008 — $-02-00 § 82.80
Tue, Feb 26, 2008 — $-02-00 § 82.80

Print
1 Adults, 0 Chifdren
Standard King

Extra Person Fees $0.00

Tax Recovery Charges $28.24

w & Service Fees

Total Charges

(includes tax recovery charges and our sexvice fees)

Payment Information

Payment Method: Creadit Card
Card Number. FRARRES R
Amount Charged: $ 193.84
Balance Due: $0.00

All Prices in USD.

Cancellation Policy

We understand that sometimes plans fall through. We
do not charge a change or cancel fee. However, this
property {Tazewell Hotel & Suites) imposesthe
followlng penally to its customers that we are required
to pass on: Cancellations or changes made after 12:00
AM (Eastem Standard Time (US & Canada)) on
02/24/2008 are subject to a 1 Night Room & Tax
penalty, The property makas no refunds for no shows or
aany checkouts.

It's not too late to change your plans,

With hotels.com’s flexible booking, you can ¢change or
cancel yout fesarvations with no hotelscom fees.

Modify Reservations | Cancel Reservations

800-3-HOTELS

Email Us | Customer Care | View Reservalions

Modify Reservations | Cancel Reservations

us.mg2.mail.yahoo.com/dc/blank.htmi?...

$193.84

Helpful Information
Checkin Time - 3:00 PM Check Out Time - 12:00 PM

Buy Fad. Feel Secure. Call 888 903 7768 24/7
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The NetChoice Coalition ’ o
Promoting Convenlence, Choice, and Comimerce on The Net Netl oo
Steve DelBianco, Executive Direclor Y e
1401 K St NW, Suite 502 -,_Q#G?ﬂ!’,?",w"ce
Washinglon, DC 20005 . © choice
202-420-7482 © Commerce
www.netchoice.org -

January 13, 2010
Streainlined Sales Tax Governing Board, Inc.
4205 Hillsboro Pike, Suite 305
Nashville, Tennessee 37215

Re: Definitions and Sourcing of Travel Intermediary Services Under The SSUTA

Members of the Governing Board:

Many states and localities impose taxes {i.e., “Hotel Taxes"} on hotel operators and other local
transient accommodation providers. Hotel Taxes have existed for decades and are iraditionally assessed
on the amount received by the local Hotel operator (the “Hotel™) for renting a room to a guest. This
document offers background on hotel reservation services provided by online travel companies ("OTCs"),
and proposes definitions and sourcing rules that are consistent with the Streamlined Sales and Use Tax
Agreement (“SSUTA™),

BACKGROUND

An OTC contracts with Hotels for the ability to offer room reservation services to OTC
customers, Using an OTC's online services, customers are able to search for available rooms at
multiple hotels, compare rates and amenities, and ultimately make a reservation. Before OTCs made
these facilitation services available, a traveler looking for a hotel room either had fo enlist the help of
a travel agent or had to use a map and/or telephone book to determine hotels in the area, contact each
hotel or bring up its website to compare rates, amenities, and availability, and then make a
reservation. The services of an OTC offer travelers a more convenient way to research and reserve
hotel rooms.

While some tour packagers maintain an inventory of holel rooms for resale, an OTC does not
buy, rent, or license rooms from hotel operators for subsequent re-rental. A traveler typically visits
an OTC website, selects accommodations offered by a particular Hotel, and requests a reservation at
the Hotel. The OTC then forwards the guest’s informaticn to the Hotel, which acknowledges the
reservation and provides a confirmation number. The OTC then charges the guest’s credil card the
amount due lo the Hotel for the desired stay, plus a service fee to compensate the OTC for its
facititation of the reservation.

Typically, after the guest checks-in, the Hotel invoices the OTC for the room charge and
applicable Hotel Taxes, at which point the OTC pays that invoice amount to the Hotel, retaining the
balance as compensation for providing facilitation services. The amount retained by an OTC is
similar to the fee that traditiona! travel agents charge their customers for booking travel arrangements.
After receiving payment from the OTC, the Hotel is responsible for remitting the applicable Hotel
Taxes to the appropriaie state or local authority,

OTCs are not involved in the Hotel's actual provision of accommodations to the guest. Only the

Hotel has the ability to furnish a room to a guest. Upon check-in, the guest generally provides the Hotel
with suitable identification, and at that point {and only at that point) the Hotel assigns a specific room to



Streamlined Sales Tax Governing Board, Inc,
Page 2

the guest. No additional payment is generally required at check-in, The Hotel provides the guest with
accommodations and related incidental services such as room cleaning and linen laundering. At check-
out, the guest pays the Hotel directly for any incidental charges due.

The graphic below illustrates the transactions just described.

Travel Intermediary

@ Expedia

) PAYMENT

$ Hotel Rewn Churge

+ Anticipatid applicable bxes
+ Compensation fur Services

INVOICE
$ Room Chanpe
+ Applicable T

2 Total Payment

/

= Total fnvole

SERVICE
Facllitating
selection, -
hocking, and - PAYMENT
payment $ Koom Charge
+ Applicable taxes
= Total Paymuent

SERVICE
Hotel provides room fo travefer =

OQTC SERVICES ARE DISTINCT FROM HOTEL SERVICES

Professor Walter Hellerstein has explained that an OTC’s services are indisputably distinct from
those provided by hotels:

While the facts of particular arrangements between travel intermediaries and

hotel operators may vary, it is plain as a matter of common understanding that

travel intermediaries generally do not provide hotel accommodations. They
neither own nor operate hotels, and their function, to wit, facilitating consumers’

booking of hotel accommedations, is distinct from the provision of the hotel

lodging itself. Because sales taxation should reflect taxpayers’ “common
understanding” of the transactions in which they engage, sales tax policy
supports the view that travel intermediaries’ margin should be taxed as a service

discrete from the provision of hotel accominodations.'

' See Memorandum to NCSL (attached) (footnote omitted and emphasis added), 16-July-2009
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Travel arrangements involving OTCs, travelers, and hotels are, therefore, comprised of two transactions:

Facilitation Services by the OTC:. On behalf of the traveler, the OTC facilitates the research,
planning, and booking of a reservation by providing services to the traveler in exchange for
amounts charged and retained for those services (f.¢., facilitation service fees). These
services include: (i) facilitating search, comparison, and booking of hotel reservations on
behalf of travelers, (ii) making payment arrangements with hotel suppliers on behaif of
travelers, (iii) providing hotel ratings, (iv) providing access to proprietary search engine
technology, (v} providing access to comparative pricing, and (vi) providing unique package
offerings. The OTC’s services are provided to the traveler, not to the Hotel. The OTC is paid
by the traveler — not by the hotel — for these services.

Rental of Rooms by the Hotel: The Hotel provides a room to the guest in exchange for
payment of the total room charge, as determined by the Hotel, plus Hotel Taxes on the total
room charge., The OTC pays the Hotel the total room charge, plus an amount to cover
applicable Hotel Taxes on the room charge. The Hotel is responsible for paying Hotel Taxes
to the state and locality in the jurisdiction where the hotel room is located,

Hotel operators — such as Marriott, Hilton, and Holiday Inn — already collect state and local Hotel Taxes
on rooms they rent. Hotels invoice the OTCs for applicable taxes on the room charge and then remit the
taxes, once collected, to the appropriate state and local jurisdictions.

SOURCING OF OTC SERVICES

If a jurisdiction adopting the SSUTA imposes a tax on an OTC’s facilitation services, the SSUTA
requires that the retail sale of the product (i.e., the OTC’s service) be sourced to where the traveler makes
first use of the OTC services, generally at his/her residence or workplace. The pertinent sections of the
SSUTA are shown below:

Section 309. APPLICATION OF GENERAL SOURCING RULES

Each member state shall agree to require sellers to source the retail sale of a product in accordance with
Section 310. The provisions of Section 310 apply regardless of the characterization of a product as
tangible personal property, a digital good, or a service.

Section 310, GENERAL SOURCING RULES
When the product is not received by the purchaser at a business location of the seller, the sale is sourced

to the location where receipt by the purchaser ... ocours ...

Section 311. GENERAL SQURCING DEFINITIONS
For the purposes of Section 310, subsection (A), the terms "receive” and “receipt™ mean:

A. Taking posscssion of tangible personal property,
B. Making first use of services ..,

*hhkhkk
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OTCs facilitate hote! room reservations. An OTC's customer uses the OTC's services to
obtain a room reservation. A customer thus makes first use of the services at the location where
helshe views the OTC’s website and where the customer receives confirmation that a hotel
reservation in the customer's name has been made. Professor Hellerstein has described a customer’s
first use of facilitation services as follows:

Under SSUTA's sourcing rules, which apply to all “products” (which
include both goods and services), the sale is generally sourced to the
purchaser’s address, unless the purchaser “receives” the “product™ at
some other identifiable location. . . . [A] strong argument can be made
that a consurner makes the “first use” of a travel intermediary’s service
when he or she enjoys the value of the time saved by the travel
intermediary’s facilitation of his or her hotel booking. This “first use”
would normally be at the customer’s location rather than at the Jocation
of the hotel. Moreover, if the place of first use cannot be determined . . .
the SSUTA sourcing rufe indisputably attributes the sale to the
purchaser’s address.”

Thus, as explained by Professor Helletstein, the SSUTA sources an OTC’s facilitation services to the
customer's residence,

CONCLUSION

We urge the Governing Board to consider a definitional approach that distingnishes between
facilitation services and room rental: Service Fees are amounts charged to customers and retained by
OTCs and other travel intermediaries for facilitation services; Room Rent is the amount charged by hotel
operators for the use of a hotel room,

We further urge the Governing Board to confirm the application of the SSUTA’s provisions to
source the services provided by OTCs and other travel intermediaries to the location of the customer.

We appreciate your consideration of our views, and please let me know if I can provide further
information for your deliberations on these important issues.

Sincerely,
e
Steve DelBianco

Executive Director
NetChoice

: Id (footnotes omitted).



