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Hotel Occupancy Tax Basics

 State of Texas HOT

 Initially established in 1959

 Current rate:  6%

 Applies statewide to all “hotel” rentals of less than 30 days.

 Tax Code chapter 156

 Municipal HOT

 Initially authorized in 1971

 Every incorporated municipality has authority to levy a HOT tax.  

 Most city tax rates are 7%, but can be higher depending on legislation.

 Applies within the City and usually the ETJ to all “hotel” rentals of less 
than 30 days.

 Tax Code chapter 351



Hotel Occupancy Tax Basics

County HOT

Initially authorized in 1981

77 counties have authority to levy a HOT 

tax.  

Most county tax rates are either 2% or 

7%, depending on enabling legislation.

Tax Code chapter 352



Hotel Occupancy Tax Basics:  What 

is a “hotel?”
 Sec. 156.001.  DEFINITIONS.  

 (a)  In this chapter, "hotel" means a building in which members of the public 
obtain sleeping accommodations for consideration.  The term includes a hotel, 
motel, tourist home, tourist house, tourist court, lodging house, inn, rooming 
house, or bed and breakfast.  The term does not include:

 (1)  a hospital, sanitarium, or nursing home;

 (2)  a dormitory or other housing facility owned or leased and operated by an 
institution of higher education or a private or independent institution of higher 
education as those terms are defined by Section 61.003, Education Code, used by the 
institution for the purpose of providing sleeping accommodations for persons engaged 
in an educational program or activity at the institution; or

 (3)  an oilfield portable unit, as defined by Section 152.001.

 (b)  For purposes of the imposition of a hotel occupancy tax under this chapter, 
Chapter 351 or 352, or other law, "hotel" includes a short-term rental.  In this 
subsection, "short-term rental" means the rental of all or part of a residential 
property to a person who is not a permanent resident under Section 156.101.



How hotel taxes are collected

 Hotels are responsible from collecting both state and local hotel 

taxes from guests.

 Then, the hotel remits the collected taxes to the Texas Comptroller, 

and also directly the applicable local governmental entity.  (This 

differs from sales taxes).

 The County can decide whether taxes should be remitted monthly 

or quarterly.

 Meeting room rentals are not subject to local hotel taxes, but other 

charges related to occupying a hotel room are, such as resort fees, 

pet fees, room damage fees, etc.



Who is exempt from county hotel 

taxes?

Common local HOT tax exemptions:

 Permanent residents (guests who stay a hotel for more 

than 30 days)

 Federal government employees traveling on official 

business

 Certain state officials and staff who bear a tax 

exemption ID card issued by the Texas Comptroller



Who is not exempt from county 

hotel taxes?

State of Texas employees

Charitable entities (exempt from state tax 

but not local)

Educational entities (exempt from state 

tax but not local)

City and county employees traveling on 

official business (sorry, y’all)



Penalties for failure to collect the 

tax

 Late payments?

 Hotel must pay an immediate 5% penalty.

 After 30 days delinquent, the hotel must pay an additional 5% penalty.

 If delinquency exceeds 60 days, due taxes and penalties accrue 

interest at a 10% rate.

 Can bring a suit against a hotel and ask District Court to enjoin the hotel.

 HOT delinquencies “run with the land.”

 County can audit hotels (whether delinquent or not), but cannot 

use HOT funds to pay for those audits.



Use of HOT Revenues:  General 

Rule

 Everywhere in Texas, HOT revenue is dedicated 

by state statute.

 Some counties have special, specific authority 

and limitations.

 Most counties follow what cities can use HOT 

revenues on:  Tax Code § 352.1031 references §

351.101.



Use of HOT Revenue:  Two-Prong 

Test.  

Prong 1:

Every expenditure must DIRECTLY enhance and 

promote tourism AND the convention and hotel 

industry.



Use of HOT Revenue:  Two-Prong 

Test. Prong 2:  Every expenditure 

must fit within an authorized 

category.
1. Convention centers & visitor information centers.

2. Convention registration costs.

3. Advertising, solicitations, and programs to attract tourists, hotel 
guests, and convention delegates.

4. Promotion of the arts.

5. Historical restoration and preservation.

6. Sporting event costs.

7. Tourism oriented directional signage.



Venue hotel taxes & TPIDs

 Venue hotel taxes:  

 Authorized under Local Gov’t Code for a specific venue project such as 

a convention center, sporting area, etc.

 Can be up to 2%.  Counties, cities, or a combo of the two can engage 

in a venue project.

 Requires a ballot initiative.

 Tourism Public Improvement Districts (TPIDs)

 Not technically a hotel tax, but it looks a lot like one.

 Very specialized dedicated use of the funds—can get into these if there 

are questions.
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