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SUMMARY

The Alabama Supreme Court considered whether online travel companies were liable for municipal
lodgings taxes on amounts they charged customers for online booking services. The court held that the
companies were not engaged in the business of renting or furnishing hotel rooms under the applicable
Alabama statutes and municipal ordinances, and therefore were not subject to the taxes. It affirmed
summary judgment for the online travel companies and adopted the trial court’s reasoning.
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QUESTIONS PRESENTED

1. Whether online travel companies that facilitate hotel reservations and retain a service charge are engaged
in the business of renting or furnishing hotel rooms or accommodations under Alabama's lodgings-tax
statutes and municipal ordinances.

2. Whether the undisputed facts established that the online travel companies were entitled to summary
judgment.

3. Whether an alleged agency relationship created a genuine issue of material fact precluding summary
judgment.

HOLDINGS

1. The online travel companies are not engaged in the business of renting or furnishing hotel rooms or
accommodations and therefore are not subject to the municipalities' lodgings taxes on the amounts they
retain for online services.

2. Summary judgment for the online travel companies was proper because the undisputed facts showed that
they were entitled to judgment as a matter of law.

3. The municipalities did not present evidence supporting an agency relationship sufficient to create a
genuine issue of material fact.

KEY QUOTATIONS

“The plain language of the statute and the [municipal plaintiffs’] ordinances compels the court to the
conclusion that the [OTCs] are not engaged in the business of renting or furnishing any room or rooms in any
hotel.” (at 937)

“It is therefore ordered and adjudged that the [OTCs’] motion for summary judgment is granted.” (at 937)



FACTUAL BACKGROUND

The municipalities had ordinances imposing lodgings taxes on persons engaged in renting or furnishing hotel
rooms or accommodations. The online travel companies provided Internet-based travel information and
reservation services, charged customers the hotel room amount, a lodgings-tax recovery charge, and an
additional service amount, and remitted the room charge and tax-recovery charge to the hotels. The
municipalities sought to tax the additional amount retained by the online travel companies for their services.

PROCEDURAL HISTORY

The municipalities filed a declaratory-judgment complaint alleging that online travel companies were engaged in
renting or furnishing hotel accommodations and therefore owed municipal lodgings taxes on amounts charged
for their online services. The trial court denied the defendants' Rule 12(b)(6) motion, permitted discovery, and
then granted the defendants' motion for summary judgment, declaring that the online travel companies were not
subject to the municipal lodgings tax. The Alabama Court of Civil Appeals affirmed and adopted the trial court's
summary-judgment order in its entirety.

DISPOSITION

affirmed
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