
A Quick Reference Guide to 

Hotel/Motel Occupancy Tax Deductions

As of February 2010, the County ClerkÕs Office requires that ALL hotel properties include

documentation for deductions taken against the Hotel Occupancy Tax. The purpose of this

Reference Guide is to help define when and how to apply exemptions and deductions.

Frequently Asked Questions
 
What Qualifies As An Exemption?

The law provides for only two classes of exemptions.  (1) A tenant who has occupied room space for thirty
or more continuous days is EXEMPT from the tax after the thirtieth day. (2) Local, state, or federal, governmental
agencies are exempt when the rooms are paid for BY THOSE AGENCIES. Accordingly, the tax is collectible
against an employee of a governmental entity if  (1) the room is in his/her name or (2) the room is paid for by the
employee personally.  This applies even if  the employee is on official business and will  be reimbursed by the
governmental entity for the cost of the room. These rules also apply to the 2.50 nightly city taxes.

How Do I Know If An Organization Qualifies For An Exemption? 
The law does not exempt schools, corporations, fraternal organizations, religious groups, hospitals, athletic

teams of public schools, universities and colleges, members of the military, ministers or representatives of foreign
governments.  

Please note that while schools and athletic teams ARE liable for the hotel tax, agencies of the government
such as school boards, or teachers attending conferences as a requirement for training, official business, etc. are not
liable. Non profit agencies are not exempt from this tax and exempt certificates for this tax are not recognized.
Please check with the Tennessee Department of Revenue for exemption guidelines for the Tennessee Sales Tax.

What If My Organization has a 501(c)(3) Status? 
While it may be exempt from Federal Income Tax, it is NOT exempt from the Hotel Occupancy Tax.

Is The American Red Cross Exempt From The Hotel Tax?
Ordinarily the American Red Cross is subject to the Hotel Tax. However, their representatives would be

exempt Òduring times of natural disaster emergenciesÓ such as the 2010 flood. This also applies to other specific
notÐfor-profit agencies that provide relief and other emergency services during natural disasters.  
 
Is the Tennessee Valley Authority Exempt?

No, it is no longer an agency of the government and is liable for Hotel Taxes.

Do Universities And Colleges Qualify For Exemptions? 
Tennessee Board of Regents Educational entities to include the University of Tennessee are not subject to

the Metropolitan Davidson County Hotel tax if  the room or rooms are (1) in the name of the entity and (2) paid for
directly by the entity. The entity must satisfy both criteria in order to be exempt from the tax.    

If the room is rented in the name of the university or college and the cost of the room is billed directly to the
university or college or paid for with a university or college check, debit or credit card, the hotel tax should not be
collected.  



Out of state colleges and universities do NOT qualify for exemptions; NOR do in state private colleges
or universities. Below is a list of state universities and community colleges for which the hotel privilege tax is not
collectible upon satisfaction of the above-referenced criteria:

University of Tennessee 
Austin Peay State University
Chattanooga State Tech. Comm. College
Cleveland State Community College
Columbia State Community College
The Community College in Southwest
Tennessee
Dyersburg State Community College
East Tennessee State University
Jackson State Community College
Middle Tennessee State University
Motlow State Community College
Nashville State Technical Community College
Roane State Community College
State Technical Institute at Knoxville

Tennessee State University
Tennessee Technological University
Tri-Cities State Technical Institute (Northeast
State Technical Community College)
The University of Memphis
Volunteer State Community College
Walters State Community College
State Technology Centers located at 

Athens, Covington, Crossville, Dickson,
Elizabethton, Harriman, Hartsville, Hohenwald,
Jacksboro, Jackson, Knoxville, Livingston,
McKenzie, McMinnville, Memphis, Morristown,
Murfreesboro, Nashville, Newbern, Oneida, Paris,
Pulaski, Ripley, Savannah, Shelbyville, and
Whiteville

If A Customer Does Not Cancel A Hotel Reservation Is That Person Subject to the Hotel Tax?
A room charge to a customer, even if  they did not occupy the room is subject to Hotel Occupancy Tax.  The

definition of occupancy and occupant includes not only the use or possession but also the right to use or possess any
room for any purpose.

A deposit that is not directly related to the room charge would not be subject to hotel tax because the deposit
does not give the customer the right to use or possess the room.  Guaranteed Òno showÓ charge rates that are less
than the room rate are not taxable, such as a percentage or sliding scale rate.

Example: A client has a contract to occupy 100 rooms. The client only occupies 80 rooms.  The hotel bills the
client for the 20 unoccupied rooms and should charge hotel occupancy taxes.  

Attrition or cancellation charges are subject to hotel occupancy taxes if by paying the fee the guest has paid
the consideration necessary to achieve the right to occupy or use a room in a hotel.  An attrition or cancellation fee
is not subject to hotel tax if  the charge is less than the reserved room rate, such as a percentage or sliding scale of
the room rate.

At What Point Do I Discontinue Collecting The Hotel Tax?
You will  collect this tax when any person or persons who exercise occupancy or are entitled to occupancy

for any rooms, lodging, or accommodations in a hotel for a period of less than or up to thirty (30) continuous days.
On the 31st day you discontinue charging this tax; but the revenue should be shown on your tax form as a deduction.

Am I Required To Keep Records And For How Long?
It shall be the duty of every operator liable for the collection and payment of any tax imposed by the Hotel

Ordinance (# 76-143) to keep and preserve for a period of three (3) years all  records necessary to determine the
amount of such tax, which records the tax collection official shall have the right to inspect at all reasonable times.
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