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Current law authorizes a 4% state sales tax on the purchase of hotel or motel rooms, which is dedicated back to the local area in which the 
tax was generated. Hotels are defined as a business furnishing 6 or more rooms, cottages or cabins at a single location to transient guests.

Proposed law expands the definition of a hotel to include any number of rooms and adds any residential location, including a house, 
condominium, camp, etc. Mandatory reporting requirements upon remittance by any residence falling under the definition of a hotel are to
be maintained in a database by the Department of Revenue. Any revenue derived from this bill will be remitted as hotel/motel tax and is
dedicated to the local area in which the tax was generated.

The Department indicates that there will be significant implementation costs. The agency will be responsible for maintaining a
database of all dealers remitting the hotel sales tax. The definition of hotel, and thus the number of dealers, is greatly
expanded in this bill. Enforcement through audit and other measures appears to require significant resources. The aggregate
impact of all session bills may require an additional appropriation.

The bill expands the definition of hotel to include those providing rooms of any number where the current definition only
includes those with 6 or more rooms.  In addition, a hotel will include any residence furnishing any number of rooms,
cottages or cabins to a transient guest. This bill could subject a much larger number of locations to sales tax, including bed
and breakfast establishments, home rentals for special events, possibly management companies providing leases, etc. Some
licensed properties, such as bed and breakfasts, management companies, etc., will probably remit this tax due to regulatory
compliance, but it is not clear how the tax will be collected from other online or private rentals, such as Airbnb or private
special event rentals. Compliance may require an extensive and on-going enforcement effort covering a large number of 
rentals over the entire state that were not previously overseen. The amount of sales tax generated by the expanded 
definition could potentially be large.  However, implementation and enforcement are questionable and, combined with an
unknown tax base, results in no specific revenue estimate for this component of the bill.

Due to the dedication of essentially all hotel/motel sales tax collections to local governments, any additional sales tax
collections under this bill will be passed through to the local entities in the areas in which the sales tax is generated.
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