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O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission, file number: 000-51447

EXPEDIA, INC.

(Bt namé of reglstrimt i specified i its charter)

Delaware 20-2705720
(State o other furisdiciion.of (LR.S. Employer
incorporation o organization) . ) o Teléntification No.)
3150 139th Avenue SE
Bellevie, WA 98005

(Adidrass of principal exeeutive-offics) (Zip Code)
Registraiit’s telephone number, including avea code:
(425) 679-7200

Securities registered pursnant to-Section 12(b) of the Act:
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Indicate by check mark whether the registrant is a well-known seasoned dssuer, as defined in Rule 405 of tlie Securities
Act. Yes M1 No I

~ Indicate by check mark if thie regisirant is not required to file reports pursuant to Section 13 or Section. 15(d) of the Act. Yes
O NoHM
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or I5(d) of the
Securities Bxchiange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to: file
sichzeports), and (2) has been subject to such filing requirements:foi the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation $-K is not contained herein, and
will not be contained, to.thie best of registrant’s knowledge, in definitive proxy or information statements incorporated by refereiice
in Part ITT of this Form. 10-K or any amendment to this Form 10-K, O

Indicate by check mark whether the registrant is 2 Jarge accelerated filer, afi accelerated filer, or a nion-accelerated fler (as
defined in Rule 12b-2 of the Exchange Act),
Large accelerated filer I Accelerated filer O Non-accelerated filer O
Tudicate by check mark whethier the registrant is a shell company (as defined in Rule 12b-2 ¢f the Bxchange Act). Yes [
No M
Ag of June 30, 2006, the aggregate market value of the registrant’s voting and non-voting common equity held by non-

affiliates was-$4,087,526,000, For the purpose of the foregoing odlculation-only, all directors and executive officers of the
réggistrant are agsumed to be affiliates of the vegistrant.

Class Outstanding Shates at February 15, 2007 were approximately,

Class B common stoek, $0.001 par-value per share 25,599,998 shares :i
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charping customers for faxes and fees. Thie complaint geeks certification ol a slatewide class of all California
reridents who were asgesgetl a charge for“taxes/fees” when booking rooms through the defendants and alleges
violation of Seetion 17200 of the California Buginess and Professions Code and common-law conversion. The
C'omp'laint seeks the Imposition of a constrgetive trust on monies received from the plaintiff class, as well as damages
in an unspecitied amount, disgorgement, restitution and injunctive relief. On July 1, 2005, plaintiffs filed an 'nnended
complaint; adding cla1ms pursuant to California’s Consymer Legal Remedies Act, L1v1l Code Section 1750 et seq .,
and-¢laims for bredch of contract'and the implied duty of good faith and fair dealing, On Deégember 2, 2005, the
Court ordered limited discovery and ordered that'motions chaltenging the amended complaint would be coordin,ated
with.any similar motions filed-in. the City of Los Angeles action,

City of Los Angeles Lifigafion. On December 30, 2004, the city of Los Angeles filed apurported class action in
California state gourt againgt a number of internet travel .conipanies, including Hotels.com, Expedia Washington and
Hotwite. City of Los Angeles, California, on.Behalf of Itself and All Others Similarly Situated v, Hotels.com, L.P.
et al. , No. BC326693 (Superior Court, Los Angeles County). The complaint alleges that the defendants are
1mp10pelly ¢harging and/or fhiling to pay hotel otcupancy taxes. The complaint seeks certification of a statewide
¢lasg of 4ll California cities and countigs that have etiscted uniform transient occupancy-iax ordinances sffective on
orafter December 30, 1990. The gomplaint alleges violation of those ordinances, violation of sectien 17200 of the
California Business and Professions Code, and comimon-law conversion. The complaint seeks a declaratory judgment
that the defendants are subject to hotel seoupancy taxes on the hotel rate charged to consumers and imposition of a
construetive trust-on all monies owed by ‘the defendants {o the government, as well as disgor, gement, restitution,
interest and penalties. On Septeniber 26, 2005, the couit sustdined a demurret on thie bagis of misjoindet and granted
plaintitf leave to amend its complaint. On Febryary 8, 2006, the city of Los Angeles filed a second amended
comiplaint. On July 12, 2006, the lawsuit filed by the city of San Diego was coordinated with this lawsuit. A demurrer
seeking to dismiss the second amended cornplaint s set for hearing on Mareh 1, 2007, On January 17, 2007, the
deféndants filed additional demurrers and a motion to strike ¢lass allegations,

City of Fairview Heights, Iltinois Litigation. On October 5, 2005, the city of Fairview Heights, Iilinois filed a
purported state wide class action in state courf against a number QI intetnet travel companies, including Hotels,com,
Hatwive and Expedia. Washington. City of Fairview Heights, individually dnd on behalf of all-others similarly
sitwated v, Orbitz, Inc., et al ., No, 0510576 (Cireuit Court for the Twentieth Judicial Cireuit, St. Clair County), The
complaint alleged that the defendamq have failed fo pay 1o the ity hotel occupancy taxes as required by municipal
ordinance, The complaint purports fo assert.claims for violation of that ordinatce, violaton of the consumer
protection act, conversion and unjust enrichment, The complaint seeks damages and other relief in.an ynspecified
amounit; On November 28, 2005, -defendants removed this action to the United States Distitet Court for the Southern
Distriet-of Winois, On Janudry 17, 2006, the defendants moved to dismiss the complaint. On July 12, 2006, the Court
granted in-part and denied in part (Je[‘endantb motion to dismiss. Centification diseovery is ongoing.

City gf Findlay, Ohia Litigation. On October 25, 2005, the city of Findlay, Ohio filed a purported state wide
class action in state court against a nuniber of internet travel gompanies, ineluding Hotels,com, Hotwire and Expedia
Waghington, ‘City af Fidlay v. Hotels.com, L.P., et al ., No, 2005-CV-673 (Couit-of Common Pleas of Hancock
County, Olifo), The complaint alleges that the defendants have failed to pay to the city hotel ocoupancy taxes as
féquired by muiicipal vedingtice. The com'plaini putperts. to assett claims forviolation of that otdinance, violation of
lie congumer protection aet, conversion imposition of a constiuetive tiust and declatatory relief. The complaint seeks
damages and other reliefin an unspecified amount. On November 22, 2005, defendants removed the case to the
United Stites Distiict Court for the Northern District of Ohio. On Jcmudry_?;o 2006, the-defendants moved to dismiss
the gase; On July 26, 2006, the Court granted in part and denied in part. defendants’ motion to dismiss, Discovery 15
ongoing,

City of Chivage Litigation. On November-1, 2005, the ¢ity of Chicago, Tlinois filed an action in state court
against a number of internet travel companies, including Hotels,com, Hotwire and Expedia Washington. City of
‘Ghicage, Hliiots v. Hotels.com, L.P., et al ., No, 20051051003 (Circuit Court of Cook Couity). The complaint
alleges that the defendants have failed to pay to the city the hotel accommodations taxes as tequired by municipal
ordinance. The complaint purports to assert claims for violation of that ordinanee, conversion,
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imposition of a constructive trust and demand for'a legal accounting. The complaint seeks damages, restitution,
disgorgement, fines, penalties and other-relief in.an unspecified amount. On January 31, 2006, the defendants moved
to dismiss the complaint. A hearing on defendants’ motion to dismiss was held on Janvary 16, 2007, The Court
atiticipates issuing a riiling on that motion en or about April 5, 2007.

City of Rome, Georgia Litigation. On November 18, 2005, the city of Rome, Georgia, Hart County, Georgia,
and the city of Cartersville, Georgia filed a purported state wide class action in the United States District Court for
the Northern Distriet of Georgia against a number of internet travel companies, including Hotels.com, Hotwire and
Bxpedia Washington. City of Rome, Georgia, et al. v. Hotels.com, L.P., et al., No, 4:05-CV-249 (U.8. District Court,
Northern District of Georgia, Rore Division). The complaint alleges that the defendants have failed to pay to the
county and cities the hotel accommodations taxes as required by municipal ardinances. The complaint purports to
assert claims for violation of excise and sales and use tax ordinances, conversion, unjust enrichinent, imposition of a
constructive trust, declaratory relief and injunctive relief. The complaint seeks damages and other relief in an
unspecified amount. On February 6, 2006, the defendants moved to dismiss the complaint, On May 9, 2006, the
Court granted in part and denied in part defendants’ motion to dismiss. On June 8, 2006, plaintiffs® filed an amended
complaint adding 16 more municipalities and political subdivisions as named plaintifls. Certification discovery is
ongoing,

Pitt County, North Carolina Litigation. On December 1, 2005, PittCounty, North Carolina filed 4 purpotted
state wide ¢clags action. in state court against a number of internet travel companies, including Hotels.com, Hotwire
and. Expedia Wasliington. Pitr County, et al. v. Hotels.com, L.P. et al., No. 05-CV8-3017 (State of North Carolina,
Pitt County, General Court of Justice, Superior Court Divigion). The complaint alleges that the defendants have
failed to pay to the ity hotel accommodations taxes as required by municipal ordinance. The complalnt purports to
assert claims forviolation of that ordinance, violation of the deceptive trade practices act, conversion, imposition of a
constructive trust aod a declavatary judgment that deféndants bave engaged in unlaw [ul business pragtices, The
complaint seeks damages and other relief in an unspecified amount. On February 13, 2006, the defendants removed
the action to the United States District Cowrt for the Bastern District of North Carolina, On March 14, 2006, the
defendants tiled a motion to dismiss the complaint. Defendants removed the case to federal court on February 13;
2006, A hearirig on- defendants’ motion to dismiss was held on October 17, 2006, The Court has riot yet issued a
ruling on that motion,

City of San Diegp, California Litigation. On February 9, 2006, the city of San Diego, California filed an action
in state court against a number of internet trayel companies, including Hotels.com, Hotwire and Expedia
Washington. City of San Diego v, Hotels.comi, L.P. ef al., (Superior Coutt for the Coutity of San Disgo). The
complaint alleges (hai the defendanis have failed to pay io the city hotel sccommodations taxes as required by
municipal ordinance. The complaint purports to assert claims for “violation of that ordinance, for violation of
Section 17200 of the California Business and Professions Code, conversion, imposition of a.construgtive-trust and
declaratory judgment. The complaint seeks damages and other relief in an unspecified. ameount. Ou July 12, 2000, this
lawsyit was coordinated with the City of Los Angeles lawsuit (No, DC326693, Superior Court of the State of
Calitornia, Los Angeles County, Central District).

Orange County, Florida Litigation. On March 13, 2006, Orange County, Florida filed an aetion in state court
agatost a numbet of internet (ravel companies, including Hotels.com, Holwire and Expedia Washington, See Orange
County et al v. Expedia, Inc., etal., 2006-CA-2104 Div. 39 (Circuit Court Ninth Judicial Distriet, Orange County,
FL). The conmplaint alleges that the defendants have failed to pay the couity hotel accommodations taxes as requirec
by municipal ordinance. The complaint seeks & declaratory judgment regarding the county’s right to audit and collect
tax on certain of the defendants’ hotel room transactions. The case was removed to federal court on April 13, 2006.
The federal coutt remanded the case to state court on August 2, 2006, On February 2, 2007, the Court granted
defendants’ motion to dismiss. On February 9, 2007, the County filed a motion for reliearing, which is pending.

City of Atlamta, Georgia Litigation. On March 29, 2006, the ¢ity of Atlanta, Georgia filed snit against a number
of interngt travel companies, including Hotels.com, Hotwire and Expedia Washington. See City of Adanta,
Georgia v. Hotels,com, L.P., et al. , 2006-CV-114732 (Superiot Court of Fulton County, Georgia). The complaint
alleges that the defendants have failed to pay to tlie city hotel accommodations taxes as required by
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municipal ordinances. The complaint purports to assert claims for violation of the ordinance, conversion, unjust
etirichment, imposition of a-constructive trust, declaratory judgment and an equitable accounting. The complaint
seeks: damages and other relief in an unspecified amount, The defendants answered on June 5, 2006. On

December 11,2006, the Court dismissed the lawsuit. The city of Atlanta filed a notice of appeal on January 10, 2007,

City of Charleston, South Carolina Litigation. On Aplll 26, 2006, the city of Charleston, South Carolina filed
suit'in. state-court against a number of internet travel companies, mc]udmg Hotels.com, I—Iolwue and Expedia
Washington. Seg City of Charleston, South Carolina v. Hotels.com, et al. , 2:06-CV-01646-PMD (United States
District Court, District of South Carolina, Charleston Division). The case was removed to federal court on May 31,
2006, The complaint alleges that the defendants have failed to pay the city Liotel accommodations taxes as required
by municipal ordinance. The complaint purports to assert claims for violation of that ordinance, conversion,
constructive tiust and legal aceounting, The complaint seeks damages in an unspecified amount. The defendants
answeted ot July 7, 2006. On August 22,2006, Hotels.com GP, LLC was voluntarily dismissed. The Court entered a
scheduling order-on Augnst 25, 2006, p10v1d1ng for a trial in August 2007, Discovery is ongoing.

(’iry of San Antonio, Texas Litigation. On May 8, 2006, the city of San Aritonio, filed a putative statewide class
action in federal court against a number of internet fr avel companies, including Hotels.com, Hotwire, and Expedia
Washington, See City of San Anfonio, et al. v. IHotels.com, L.P., et al. , SKO6CAO381 (United States District Court,
Western District of Texas, San Antonio Division), The complaint qlleges that the defendants have failed to pay to the
eity hotel accotmodations taxes ag tequired by mummpal ardiianc¢e, The complaint purports to assert claims for
violation of that ordinance, common-law conversion, and declaratory judgment. The complaint seeks damages in an
unspecified amount, restitution and disgorgement. The defendants filed & motion to dismiss on June 30, 2006. On

August 28, 2006, the plaintiffs filed a motion for class certification. Both the motion to dismiss and metion for class
cort t1ﬁcanon are pending,

City of Gallup, New Mexico Litigation. On May 17, 2006, the city of Gallup, New Mexico filed a putative
statewide class action in state court against & number of internel travel companies, including Hotels.com, Hotwire
and Expedia Washington, See City of Gallup, New Mexico, et al. v, Hotels.com, L.P., et al. , CIV-06-0549 JC/RLP
(United States District Coutt, District of New Mexico). The case was femoved to federal COUll on June 23, 2006. The
complaint alleges that the defendants have failed to pay to the city hotel accommodations taxes as required by
munieipal ordinances. The complaint purports to assert claims for violation of those ordinances, conver. sfon, and
declaratory judgment. The complaint seeks damages in an unspecified amount, testitution and disgorgement.-On
July 31, 2006, the defendants filed a motion to dismiss. On Janual"y 30, 2007, the Court granted in part and denied in
part defendants motion to.dismiss. Cettification disgovery is undeaway

Town of Mt: Pleasant; South Carolina Litigation. On May 23, 2006, the Town of Mount Pleasant, South
Carolinia filed suit in state court against a number of fnterhet flavel companies, fncluding Hotels.com, Hotwire and
Expedia Washitigton. Sce Town of Mount Pleasant, South Carolina v, Hotel.com, et al. , 2-06-CV-020087-PMD
(United Btates District Coyrt, Distict-of South Caroling, Charleston Division); The case was removed to. federal
cotirt on July 21, 2006, The cornplaint alleges that the defendatits have failed to pay to the city hotel accommodations
taxes as Lequiled by municipal ordinance, The complaint purports o assert claims for violation of that ordinance,
conversion, constructive trust and legal accounting, The complaint segks damages in an unspecified amount: The
defendants answered the complaint on September 15, 2006. On August 22, 2006, Hotels.com GP, LLC was
voluntarily dismissed, Discovety is ongoing.

Columbus, Georgia Litigation. On May 30, 2006, the ¢ity of Columbus, Georgia filed suit against Expedia, Inc.
and on, June 7, 2006 filed suit -against Hotels.com — both in state court. See Colimbus, Georgia v. Hotels.com, Ing.,
et al. , 4:06-CV-80; Columibus, Georgia . E\pedm, Iite. , 4:06-CV-79 (United States District Court, Middle District
of Georgia, Columbus Division). The cases were removed to federal court on July 12, 2006, During this same time
petiod, the city of Columbus filed similar lawsuits.against other internet travel companies. The complaints allege that
the defendants have failed to pay the city hotel accommodations taxes as required by municipal ordinance. The
complaints. purport to assert claims for
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violatioh of that ordinance, unjust enrichment, imposition of a constructive frust, equitable accounting, and
detelaratory judgment. The complaint seeks damages in an unspecified amount, restitution and disgorgement. The

lawsuits were removed to federal court.on July 12, 2006, Defendants filed answers on July 26, 2006, Motions to
reinarid are pending,

Lake County, Indiana Convention and Visitors Bureau Litigation. On June 12, 2006, the Lake County
Conivéntion and Visitors Burean, Tne. and Marshall County filed a putative statewide class action in federal court on
behalf of themselves and all other similarly situated political subdivisions in the state of Indiana against a number of
internet travel companies, including Hotels.com, Hotwire and Expedia Washington. See Lake County Convention
and Visitors Bureau, Inc., et al. v. Hotels.com, LP , 2:06-€V-207 (United States District Court for the Northern
District of Indiana, Hammond Division). The ecomplaint alleges that the defendants have failed to pay to
muiicipalities hotel accommodations taxes as required. by muni¢ipal ordinances, The complaint purports to assert
claimis for violation of those ordinances, conversion, unjust enrichment, imposition of & constructive trust, and
declaratory judgment. The complaint seeks damages in an unspecified amount. On August 17, 2008, the plaintiffs
filed an amended complaint, The defendants filed a motion to dismiss, which is pending.

City of Qremge, Texas Litigation. On July 18, 2006, the city of Orange, Texas filed a putative statewide class
action in federal court against a namber of internat travel companies, including Wotels.com, Hotwite and Expedia
Washington, 8ee City of Orange, Texas, et al, v. Hotels.com, L.P., et al. ,1:06-CV-0413-RHC-KFG (United States
Distriet Court, Basterni Distriet of Texas, Beaumont Division). The complaint alleges thal the defendants have failed
o pay to municipalities hotel accommodations taxes as required by municipal ordinances. The complaint purports to
assert claims for violation of those ordinances, conversion, eivil conspiraey, and declaratory judgment. The
complamt setks damages. in an unspecified amount. Defendants filed a-motion to dismiss on September 12, 2006,
wlich i pending.

Cufy of Jacksonville, Flovida Litigation. Tn July 2006, the city of Jacksonville, Florida filed a putative statewide
tlass action instate gouit against a number of Internet fravel gompanies, mcluding Hotels.com, Hotwire atid Expedia
Waghington, See City of Jacksonville, Florida, et al. v, Hotels.com; LP; ef al. , 2006-CA-005392-XXXX-MA
(Cireuit Court, Fourth Judicial Circuit, In and For Duval County, Florida). The complaint alleges that the deféendants
have failed to pay to nuumicipalities hotel accommeodations taxes as required by municipal erdinances, The complaint
putports to assert claims for violation of those ordinances, conversion, unjust enrichment, impositien of a
consgtructive trust, and declaratory judgment. The compldint seeks dathages in.an unspecified amount, On
Seplember 22, 2006, the defendants filed a motion to stay the case in deference te-the Leon County lawsuit, That
nigtion is pending.

Leon County, Florida Litigation. On July 27, 2006, Leon County, Florida filed a putative statewide class action
in federal -court against a nuimber of internet travel companies, including Hotels.com, Hotwire and Expedia
Washington. See Leon County, et-al. v. Hotels.com, etal. ,06-CV-21878 (United States District Court, Southern
District-of Florida). The complaint alleges that the defendants have failed to pay to the municipalities botel
ageommodation taxes as required by municipal ordinances. The complaint purpoits to assert ¢laims for violation of
those ordinances. The complaint seeks damages in an unspecified amount, On February 7, 2007, the Court held a
hearing on defendants’ motion to dismiss. On February 20, 2007, the County informed the defendants that it-will be
filing a notice to voluntarily dismiss the lawsuit.

Cities of Coluntbus and Dayton, Ohio Litigation. On August 8, 2006, the city of Celumbus, Ohio and the city
of Dayton, Ohio, filed a putative statewide class action in federal court agaiust a number of internettravel companies,
including Hatels.com, Hotwire and Expedia Washington. See City of Columbus; et ol. v. Hotels.com, L.P.; et al. ,
2:06-¢v-00677 (United States District Court, Southern District of Ohio), The complainitalleges that the defendants
have failed to pay to counties and cities in Olio hotel accommodation taxes as roquired by local ordinances. The
complaint purports to assert ¢laims for violation of those otdinances, unjust enrichment, violation of the doctrine of
money had and received, conversion, declaratory judgment, and seeks imposition of a constructive trust, The
complaint seeks damages in an unspecified amount. Defendants filed a motion to dismiss on September 25,2006 and
amotion to transfer venue to the Northern District of Ohio on
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September 27, 2006. The:motion to dismiss is pending. On Januaty 8, 2007, the magistrate judge recommended that
the case be translerred to the Northern District-of Ohio.

North Myrtle Beavh Litigation. On August 28, 20086, the city of North Myrtle Beacli, South Carolina filed a
lawsuit in state court against a nuntber-of internet travel companies, including Hotels.com, Hotwire, and Bxpedia
Washington, See City of North Myrtle Beach v. Hotels.com, et al. , 4: 06-cv-03063-RBH (United States District
Coiiit, District of South Carolina, Florence Division). The complamt alleges that the defendants have failed to pay
the hotel accommodation taxes as required by local erdinances. The complaint purportsto assert claims for violation
of those ordinanees, as well as a ¢laim for conversion, imposition of a.constructive trust, and demand foran
aceounting, On October 27, 2006, the ¢ase was removed to federal court. On December 1, 2006, the defendants filed
amotion to dismiss, which is pending.

Miaimi-Dade. County, Florida Litigation. On September 21, 2006, Miami-Dade County, filed a lawsuit in state
court against-a nuniber. of fnfernet trayel companies, including Hotels.com, Hotwire, and Expedia Washington. See
Miami-Dade County v. Internetwork Publishing Corp., et al. , 06-19187 CA 05 (Cireuit Court of the 11th Judicial
Circuit in and forMiami-Dade County, Florida). The- complamt alleges that the defendants liave failed to pay the
county hotel accommodation taxes as. required by local ordinance. The complaint purports to assert claims for
violation of that srdinatics, violations of Floiida’s deceptive and unfair tiade practices act, breach of fiduciary and
agency duty, umuqt enrichment, equitable accounting, injunctive relief, and declaratory judgment. The complaint
geeks damageq jivEn unspemf ed amount. The defendants {iled a motion.to disrmigs. The Court held a hearing on
defendants® motiot on January 17, 2007, during which.the Coutt indicated that it was going to enter an order
dismissing six of the seven claims bx_ought by the County. On January 18, 2007, the County filed a notice of
volutitary distnissal of the lawsuit,

Louisvitte/teffersan Caonnly Melro Government, Kentucky 1itigation. On Hap‘rember 21,2006, the
LouisvillefJetferson County Metro Governnient filed 4 putative statewide clags action in federal court against a
nuniber. of ititernet travel companies, including Hotels,com, Hotwire, and Expedia Washington, See
LouisvilleJefferson County Metro Government v. Hlotels.com, L.P., et al, , 3:06CV-480-R (United Stateg District
Cotiit for the Westerh District of Kentucky, Louisville Division). The complaint alléges thiat the defendants have
failed to pay the counties angd cities in Kentucky hotel accommiodation taxes ag required by local ordinances, The
eomplalnt purports to assert elainis for violation of those ordinances, unjust enrichment, money had and received,
conversion, imposition of a4 sonstructive tiust, arid declaratory judgrment, The complamt seeks datnages in an,
unspecified amoynt. On December 22, 2006, the defendants filed a motion to dismiss, which is pending.

Nassau County, New York Litigation.  On Qclober 24, 2006, the County of Nassau, New York filed a putative
statewide class action in federal courl against-e number of internet travel companies, including Hotels.com, Hetwire,
and Expedia Washington, See Nassau County, New York, et al. v. Hotels.com, L.P., et al. , (United States District
Court, Bastern District of New York). The complaint alleges that the defendants have failed to pay cities, counties
and local governments in New York hetel agcommodation taxes as required by local ordinanges, The complaint
purports to assert clatms ot violations of those ordinances, as well as elaims for conversion, unjust enrichment, and
imposition of a construetive trust, The defendants tiled a motion to distiss on January 31, 2007, The County’s
deadline to respond to the'motion s April 2, 2007,

Cumberland Gounty, Norih Carofina Lifigarion. -On December 4, 2006, the County of Cumberland, North
Carolina filed 4 lawsuit in state-court against 4 number of internat travel compaiies, including Hotels.com, Hotwiie,
and Bxpedia Washington. Ses Cumberland County v. Hotels.com, L.P., &t al. ,06 CVS 10630 (General Coutt of
Tustice, Superior Court Division, Cumbetland County): The complaint alleges that the defendants have failed to pay
thie- County hotel accommaodation taxes a8 tequiret by local ordinandge. The c()mplénnt purports to asgert ¢laims for
vidlation of the local ordinance, as well as claims for declaratory judgment ot injuniction, conversion, imposition of a
constructive trust, demand for an. accountitg, wnfair and deceptive wade practices, and agency, The defendants filed a
metion to dismiss on February 12, 2007. ’

Branson, Missouri ﬂitigazion_, On December 28,2006, the city of Branson; Missouri filed a lawsuit in state
court againsta number of internet travel companies, ingluding Hotels.com, Hotwire, and Expedia Washington. See
City of Branson, MO v, Hotels.com, L.P., et ol, , 106CC5164 (Circuit Court of Greene County, Missouri). The
complaint alleges that the defendants have failed to pay the ¢ity hotel accommadation taxes as

26
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fequired by local ordinance. The complaint purporis to assert ¢laims for violation of the lo¢al ordinance, as well as
claims for declaratory judgment, conversion, and demand for an accounting, The deadline for defendants to respond
to the lawsuit-has not yet been established.

Buneombe County Litigation. On February 1, 2007, Buncoiiibe County, North Carolina filed a lawsuit.in state
court againsta number of internet travel companies, including Hotels.com, Hotwire, and Expedia Washington. See
Buncorihe County v. Hotels.com, et al. , 7 CV 00585 (Gengral Court of Jugtice, Supericr Court Division, Buneombe
County, North Carolina), The complamt alleges that the defendants have failed 1o pay the county hotel
accommodation taxes as required by local ordinance. The complaint purports to assert claims for violation of the
local ordinance, as well as claims for declaratory judgment, The deadline for defendants to respond to the lawsuit has
not yet been established.

Dare County, North Carolina Litigation. On January 26, 2007, Date County, Notth Carolina filed a lawsyit in
state court against a number of internet travel companies, including Hotels.com, Hotwire, and Bxpedia Washington.
See Dare County v. Hotels.com, L.P., et al. , 07 CVS 56 (General Court of Justice, Superior Court Division, Dare
County, Noith Carolina), The complaml ﬁlleves that the defendants have fiiled to pay the'county hotel
accommodation faxes as required by local ordmance The complaint purports to assert clajms for violation of the
local ordindnce, as well as claims for declaratory judgment, injuniction, conversion, constiuetive trist, accounting,

uvnfairand deceptive trade practices and agency. The deadline for defendants to respond to e lawsuit has not yet
been established.

The Company believes that the claims in all of the lawsyifs 1‘elating ta hatel occupangy taxes Jlack merit and will
continue to defend vigorously against them.

Worldspan Litigagion. On July 26, 2006, Expedia filed o Tawsuit sgainst Worldspan, TP, in state court in
Wasliington secking a declaratory judgment, and other relief, tegarding the rights and obligations of Expedia and
Worldspan underthe parties” Jung 2001 Amended and Restated Development Agréement and the parties” CRS
Marketing, Services and Development Agreement and all amendments theceto. See Bxpedia. Inc. v, Worldspan, LP. ,

(King County Supetior Coutt), Worldspan-answered the lawsuit-on August 15,2006, denyinig the allegations,
Discovery is ongoing,

Part 1. ltem 4, Sabmission of Matters to a Voié of Security Holders

There were no matters submitied to a vote of our security hiolders dyring the fourth quarter of 2006,

Part 11, Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Secarities

Mavrket Information

Our common stock has been quoted on NASDAQ under the ticker symbol “EXPE” ginge August 9, 2005. Prior
to that tithe, thers was no public market for our conumon stock. Our Clasy B common stock is not listed and there is
no established public trading market, As of February 15,2007, there wee approximaiely 5,591 holders of record of

out comrmon stock and the closing price of our commion stock was $22.30 o1 NASDAQ: As of Pebruary 15, 2007,
there were six holders of record of our Class B common stock, each of which is-an.affiliate of Liberty.

The following table sets forth the intra-day high and low prices per shave forour common stock during the
periods indicated:

High Lo

Fourth Quarter $21.29  $1555
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IN THE SUPERIOR COURT OF MUSCOQEE COUNTY, GEORGIA

FILED

COLUMBUS, GEORGIA, )y
. ) Zﬂ?; 2‘1&‘{ an 2 i ')g
Plaintiff, ) e
v. ) CIVIL ACTION NO. & E&~ v~ 17247
) : =T
EXPEDIA, INC. )
)
Defendant. )

VERIFIED COMPLAINT SEEKING DECLARATORY JUDGMENT,
INJUNCTIVE RELIEF, AND OTHER EQUITABLE REMEDIES

COMES NOW Plaintiff, Columbus, Georgia'(héreinafter sometimes referred
to as “Columbus”), and fles this its Complamt seeking Declaratory Judgment,

Injunctive Relief and Other Equitable Remedies against Defendant Expedia, Inc,

(hereinafiter referred to as “Defendant”), and shows as follows:

PRELIMINARY STATEMENT.

Defendant is an online seller and/or reseller of hotel rooms to the general
public, and Defendant collected but-failed to remit taxes Ac.Iue and owed té Plaintiff
and the appropriate governmental authorities én such transactions.

Defendant is in the business of furnishing, renting, selling, and/or reselling,
to the public, hotel rooms, lodgings, or accommodaﬁons within the territorial hmlts
of Columbus, Muscogee County, Georgia, and within the taxing authority of thé
Consolidated City-County Government of Columbus, Georgia. *  Defendant

£y contracts with franchise hoteliers (operators) and independent local hoteliers to

.. . Supplemental Appendix-8 . .



purchase room. inventory, and/or sell, rent, aﬁd/or act as an agent for operators in
the advertising, promotion and booking of hotel/motel rooms, lodgings, or
accommeodations.

The Plaintiff is a consolidated ;:ity-county government formed under the
laws of the State of Georgia operating as the Consolidafced City-County
Government of Columbus, Georgia. Plaintiff, Columbus, is authorized to levy and
collect a hotel/motel occupancy excise tax upon the furnishing for value to the
public of any local room or rooms, lodgings, or accbmmodeiﬁons within the
territorial limits of Columbus, Georgia, pursuant to 0.C.G.A. § 48-13-50; which
authority was implemented throuéh Columbus Code of Ordinances §§ 19-102, et
seq. (attached hereto as Exhibit “A”). Pm*suant to the aforesaid authority,
Columbus ‘l‘irnposed an excise tax in the amount of seven percent of the chargel to
the public ﬁpon the furnishing for vaflﬁe any, room or rooms or lodging or
accommodations. . . .” Célumbus Code of Ordinances §§ 19-112. Hotel operators
are required to collect the aforesaid excise tax from the public/occupant at time of
sale or occupancy, Columbus Code of Ordinances §§ 19-112. Defendant herein
has the duty to collect the subject excise tax by statute, ordinance, coniract, and/or
uhdertaldng. At allv times material hereto, the Defendant collected hotel/motel
taxes as a percentage of what the Defendant chaxged the public .for local
hqtel/motel rooms. At all times material hereto, Defendant failéc'l to,:’remit the full

amount of hotel/motel taxes collected and owed to the Plaintiff. . Wherefore,

2
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Plaintiff seeks Declaratory Judgment, Injunctive Raliéf, and Other Equitable

Remedies against Defendant.

PARTIES, JURISDICTION, AND VENUE

1.

Colﬁmbus is a c611solidated city-county govemineut organized under the
laws of the State of GebrgiaAand whose principal business offices are located at
100 10™ Street, Colﬁmbus, Georgia 31901,

2.

Defendant Expedia, Inc. is a Washington oofporation with principal business
offices located at 13810 SE Eastgate Way, Suite 400, Bellevue, WA, 98005.
Defendant is registered to do business in the State of Georgia and does substantial
business in the State of Georgia. Defendant may be .prbperly served with process
through its registered agent for service of process, to wit: National Registered
Agents, Inc., 3761 Venture Drive, buluth, GA. 30096.

| 3.

Defendant is in the business of furnishing, renting, selling, and/or reselling
to the public, hotel rooms, lodgings, ot accommoda’z;ions within the territorial limits
of Columbus, Muscogee County, Georgia, and withinAthe taxing authority of the
. Consolidated City-County Government of Columbus, (}eorgia. Defendant
ooﬁtracts with franchise hoteliers (operators) and independent local 'hoteliéfs to
purchase room inventory located within the city limits and taxing authority of the

3
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City of Columbus, and/or sell, rent, and/or act as agent for operators in the
advertising, promotion and booking of hotel/motel rooms, lodgings, or
accommodations. Defendant advertises for rent and does in fact rent hotel rooms
which are subject to the excise tax at issue herein, undertake and have the duty to
collect the total tax due, and collect or should collect the full amount of the excise
tax due. Defendant generates revenues from the renting, _charging of service fees,
collecﬁon of taxes, and failure to femit the total tax due associated with the hotel
rooms located within Columbus at issue in this lawsuit, Defendant performs
services for hotels/motels within Columbus and derives revenues therefrom. By
virtue of these facts, and the additional facts alleged herein, Defendant is subject to
the jurisdiction of this Court.
4.

The levy of the excise tax, use, possession and/or .o_ccu.panc‘y of hotel foomé,
and other acts, émissions, wrongs, and injuries. at isgue in this case occurred iﬁ
Muscogee County, Georgia. Accordingly, venue is proper pursuant to O.C.G.A.‘§
14-2-510(b)(3) and O.C.G.A. § 14-2-510(b)(4). |

FACTS
5.

O.CGA. § 4813-50, “Bxcise Tax on rooms, lodgings, and
acpommodations,"’ authotizes each county and municipality in Georgia to levy
excise taxes for the pm'po&és of promoting, attracting, stimulating, and developing

4
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‘conventions and touriém in counties and municipe}liﬁes. Municipalities may levy
and collect an excise tax upon the furnishing for value to the public of any room or
rooms furnished by any person‘ or legal entity Licensed by, or required to pay
business or occupation taxes to, the municipality for operating a hotel or similgr
facility. O.C.G.A. § 48-13-51(a)(1)(A). .
| | 6.

Bvery person or entity subject to a tax levied as provided above shall be

liable for the tax at the applicable rate on the lodging charges actually collected or, -

“if the amount of taxes collected from the hotel or motel guest is in excess of the

total amount that should have been collected, the total amount actually collected

must be remitted.” O.C.G.A. § 48~13-51(a)(1)(B)(i) (emphasis added).

7.

- At all times m&teﬁél hereto, Columbus, purguanf to the authority of
0.C.G.A. § 48-13-51, as implemented by the Columbus Code of Ordinances,
§8 19-110, et seq., levied an excise tax of seven percent of the value of hotel/motel |
rootns on the occupants of said hotel/motel rooms ,Iocat'gd within its tax district
(Seé Exhibit “A”, Columbus Code of Ordinances §§ 19-110, e‘t seq.). The amount
of this transient occupancy and/or excise tax, which is the amount Defendant is
required to remit, is calculated as a percentage of the price each consumer oéoupant

pays Defendant for a hotel room. O.C.G.A. §§ 4-13-51, et seq.

g s e e
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8.
Section 19-111, captioned Imposition ahd Rate of Tax, of the Columbus
Code of Ordinances states In part:

There is hereby imposed an excise tax in the amount of seven (7)
percent of the charge to the public upon the furnishing for value of
dny rooem or roonis or lodging or accommodations furnished by any
person licensed by or required to pay business or occupation taxes to
Columbus for operating a hotel within the meaning of this article.”

! Salient definitions contained in the Columbus Code of Ordinances are as-

follows: '

(b) Operator. Any person operating a hotel in Columbus,
including, but not limited to, the owner or proprietor of such premises,
lessee, sublessee, lender in possession, licensee or any other person
otherwise operating such hotel.

(¢) Occupant. Any person who, for a consideration, uses,
possesses, or has the right to use or possess any room in a hotel under
any lease, concession, permit, right of access, license to use or other
agreement, or otherwise.

»
A

() Hotel. Any structure or any portion of a structure, including
any lodging house, roominghouse, dormitory, Turkish bath, bachélor

- hotel, studio hotel, motel, motor hotel, auto court, inn, public club, or

~ private club, containing guest rooms and which is occupied, or is -
intended or designed for occupancy, by guests, whether rent is paid in
money, goods, labor, or otherwise., It does not include any jail,
hospital, asylum, sanitariom, orphanage, prison, detention, or other
buildings in which human beings are housed and detained under legal
restraint. . ‘ :
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9.

At all times material hereto, Columbus, pursuant to the authority . of
O.C.G.A. § 48-13-51, as implemented by the Columbus Code of Ordinances,
§§ 19-1 10, et seq., reqw'res every operator renting hotel/motel rooms tb register
with the director of the department of finance of Columbus (hereinafier
“Director”).

10.

‘At all times material hereto, Columbus, pursuantA to the authority of
0.C.G.A. § 48-13-51, as implemented by the Columbus Code of Ordinances,
§§ 19-1 iO, et seq., requires every operafor renting hotel/motel rooms to collect the

hotel/motel tax from the occupant and remit said tax to the Director on or before

the twentieth day of the month following the month the tax was collected.

(f) Guest Room. A room occupied, , or intended, arranged, or
designed for occupancy, by one or more occupants for the purpose of
living quarters or résidential use.

(g) Rent. The consideration received for occupancy valued in
money, whether received in money or otherwise, including all
receipts, cash, credits, and property or services of any kind or nature,
and also the amount for which credit is allowed by the operator to the
occupant, without any deduction therefrom whatsoever. '

(G)  Columbus. The consolidated cify-county gevernment of
Columbus, Georgia. : Co

(k) Tax. The tax imposed by this article.
7
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11.

At all times material hereto, Columbus, pursuant .to the authority of
0.C.GA. § 48-13-51, as implemented by the Columbus- Code of Ordinances,
§6 19-112 azﬁd 19-115, requires every operator rénting hotel/motel rooms to file
with the Director a return setting. out the amount of gross rent collected and the
amount of tax collected or due.

12.
Defendant is an owner and/or operator of a business that furnishes, rents,

sells or resells hotel/motel rooms to ‘cccupants through an intetnet website.

Defendant owns and/or operatey-aproprietary website, www.Expedia.com.

e LA Uy '113‘%

Defendant obba:ihs its supply'of hotel rooms utilizing three methods. The

first method involves the Defendant confracting with “brick and mortar” hotels for
~ an allotment of rooms with guaranteed availability that may be purchased for a
predetermined wholesale rate, buthimsoldirooms may be returned to the “brick and
mottar” hotel within a confracted specified period of time. The second method ig
where the Defendant purchagesthéhdtel/motel rooms ou.ti-ight in bulk from ;‘briolc
and mortar” hoteliers. And-the third*method is where the Defendant sells
Ahotel/motel rooms that aﬁ*e available to-them through an electronic distribution

management system without a previously negotiated contract with the “brick and

© mortar” hotels, = . BEURR

; ";','.':.:Aa'ﬁ‘%'.5‘.1a’!&ﬁ.&ﬁ‘:f}rt.es»‘,n‘-rza*«s:i.a.“:':':--;r-.?ng?‘xl@&l@m;e:m?lAE‘.Q%’JQ‘X.«.&.«Q@.#&F XA S AT VTV A 5 ST ETE S o b A s 148 S <0 g s



14.

Regardless of the manner by which the Defendant obtains its inventory, the
business model employed by Defendant is the same. Defendant sells the -
hotel/motel room to the occupant at a markup frotm the wholesale price paid to the
hotel operator and adds a “taxes and fees” bundle to the marked-up rental lrate to
éover all applicable taxes.

15.

Customers who use Defendgnt’s website are invited to search for hotel/mote]
rooms by location, date, price, amenities and other vﬁriables.' 4The result of the
search is a menu of available hotel/motel rooms at specific quoted rental rates.

16.

In addition to the remtal quotes, Defendant’s website provides detailed
information about the hotel, as well as directions to the hotel, lists of nearby
attractions, reviews and customer comments.

17.

Once a customer selects the hotel/motel room that he or she desires, the

customer is taken to a booking screeﬁ where the quoted room rate is presented and

the customer is informed that an additional charge for “taxes and fees” is required.
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18.

In order for the customer to purchase the room, he or she must provide valid
credit card information, whereby the Defendant immediately chafges to that card
the rental rate for the room plus the amouni for “taxes and fees.”

19.

Defendant collects all applicable taxes from their customers as a percentage
of the value (price) paid by the custbmer at the time the credit card is charged for
the rental c;f the hotel/motel room.

20,

Defendant’s website does not, at any point, itemize the components of “taxes
and fees” for the customer, nor does it identify the applicable taxes that are éc:tumlly
remitted to the taxing authority or inform the customer of the applicable tax rate.

21.

At check-in, the occupant presents a credit cérd to the “brick and mortar”
hotel/motel ‘for incidental costs only, i.e., mini-bar, long distance phone calls,
movies, etc., which the occupant may incur that were not a part of the contracted
rental price the occupant paid to the Defendant.

22.
At a pmdetermined and/or contracted period of time after the occupant has

checked-out of the hotel/motel room, Defendant pays the “brick and mortar™ hotels

10
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the wholesale price of .the room and remits taxes only as a pereentage of the
wholesale 1“£)om price.
23.

Defendant retaing the unremitted amount. of taxes coilected from the
occupant.

24.

By way of example, Defendant contracts with a Columbus hotel to purchase
rooms and/or sell rooms for the hotel at a price of $50.00. A cﬂstomef using
- Defendant’s website pays Defendant $1Q0,00 for the room. Defendant charges the
cﬁsﬁome:r’s credit: card $100.00 plus an aﬁlount for “taxes and fees”. The
approximaté charge the Defendant adds as “taxes aﬁd fees” to cover all applicable
taxes for a room in a Columbus hotel is approxﬁnately 17% of the Defendant’ s.
rental rate. For thié, example, Defendant would charge ‘the customer’s credit card
$117.00 for the room rental. At some point afler the customer checks out of the
room, the Defendént would remit back to the hotel the $50.00 for the wholesale
price of the room plus $3.50 for the hofei/motel tax. The $3.50 ﬁeing the 7%
hotel/mote] tax applied to the $50.00 wholesale price of the room. Defendant
retains the additional taxes collected bas;ad on the $100.00 room rate.

25.

Defendant has publicly admitted that it does not pay taxes on the full rental

rate it charges occupants. In puoblic filings made by the Defendant, it

11
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- acknowledges that it only remits taxes back to the “brick and mortar” hotels for the
amount of the wholesale price of the room.
26.

Defendant Expedia, Inc., in its Form 10-Q filed with the Securities and
Exchange Commission covering the quarterly period ended March 31, 2003,
stated:

We are currently conducting an on-going review and interpretation of

the laws in various states and jurisdictions relating state and local

sales and hotel occupancy taxes... The current buginess practice is

that the hotels collect and remit these taxes to the various tax

authorities based on the amounts collected by the hotels. Consistent

with this practice, we recover the taxes from customers and remit the

taxes to the hotel operators for payment to the appropriate tax

authorities. Several jurisdictions have stated that they may take the

position that the tax is also applicable to our gross profit on merchant

hotel transactions. We have not paid nor agree to pay such taxes...

27.

Based on the foregoing, Defendant did, at é,ll times material hereto, and
continues to intentionally violate O.C.G.A. § 48-13-51, and Columbus Code of =
Ordinances §§ 19-1-02, et seg.

28.

Defendant is an entity that collects and continues to collect the subject

excise tax and accordingly is charged with the legal duty to remit the tax to the

governing authority iraposing the tax (Columbus) pursuant to O.C.G.A. § 48-13-

S1(a)(1)(B)(ii). Defendant is further charged with the duty to remit “the tax at the
12
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applicable rate [7%] on the lodging charges actually coliected or, if the amount of _
“taxes collected from the hotel or motel guest is in excess of the total amount that
should have been collected, the total amouht actually collected must be reinitted*
O.C.G.A. § 48-13-51(a)(1)(B).

A . .

" Defendant db?s not advise Columbus or hotel customers as to the amount of
hotel/motel excise tax that is actually collected. In addition, Defendant retains a
_portion of the tax collected &sl revenue,

30.

Further, Defendant is in violation ‘of Columbus Code of Ordinance
§§ 19-110, et seq., as follows:

(2) At all times material hereto, Defendant collected hqtel/motel taxes
from occupants of hotel/motel rooms located in Columbus® tax distr~ict based 611
the total value of the room, but failed to remit fhe full azﬁount of taxes collected. |

(b) Atall times material heréto, Defendant failed to fegister as an operator
with the Director as required by § 19-114 of the Columbus Code of Orciinanoes;

(¢) Defendant failed to make returns as required by § 19-115 of the |

Columbus Code of Orcfﬂnances.

13
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" BECLARATORY JUDGMENT

31.
Defendant’s denial of the applicability of O.C.G.A. §§ 48-13-51, ef seq., and
Columbus Code of Ordinances §§ 19-102, ef seq., its conduct of providing, renting,

using, possessing or furnishing hotel rooms and collecting applicable hotel/motel

’

oceupancy excise tax associated therewith, failure ,to remit hotel/motel taxes

| already owed to Colurnbus, continued failure to remit the full amount of applicable
taxes owed, failure to register.and make filing pursuant to §§ 19-110 and 10-115 of
the Columbus Code of Ordinances, failure to make financial records available to

. Plaintiff pursuant to § 118(c) of the Columbus Code of Ordinances, and failure to
remit the fuli amount of hotel/motel excise tax charged to consumers have created
an actual quﬁ«;idble controversy between Defendant and Columbus.

Moreover, Defenddnt through its aforesaid conduct has attempted to create a
situation of uncettainty and inéequrity with respect to the rights, status, and legal
relationshiﬁs of the pafties regarding the hotel/motel excise tax at iséue herein that
should be resolved through declaratory judgment.

This Court hag the authoﬁty, upon petition, to declare the rights and other
legal relations of interéated parties in cases of actual controversy and in any civil .
case in which it appears to fha Court that the ends of justice require and that such

declaration should be made for the guidance and protection of the petitioners..

14
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32,
Accordingly, Columbus seeks a declaratory judgment pursuant to O.C.G.A. -
§§ 9-4-1, et seq., declaring that: | |
() Defendant’s éon,duc:t, as deécribed herein, relating to the business.of
furnishing, renting, selling, using, possessing and/or reselling, to the public, hotel
rooms, lodgings, or accommodations within the territorial limits of Columbus,
Muscogee County, Georgia, and within the taxing authority of the Consolidated
City-County Govemmént of Columbus, Georgia, and the collection of hotel/motel
excise tax associated therewith is subject to:
(1) O.C.GA.§48-13-51; and

(2)  Columbus Code of Ordinances, §§ 19-102 through 19-109;

(b) Defendant is an online seller and/or reseller of hotel rooms to the.
general public;

(¢) Defendant charges and collects hotel/motel excise tax from members
of the public, who rent the hotel r_ooms from Defendant based on the full marked-
up room charge; |

(d) Defendant, as the entity coilecﬁng the hotel/motel excise tax leﬁed
pursuant %o O0.C.GA. §§ 48~13;5 1, et seq., violated and continues to Violate
0.C.G.A. § 48-13-51(a)()(B)(1), by failing to properly identify, categorize, collect,
and remit the tax COIiected to the Plaintiff, Columbus, which is the governing

) authority which imposed the subject tax;

15
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(e) Defendant is an operator of hotels and motels as defined in the
Colﬁmbug Code of Ordmances; |

) Defegdant is an operator that furnishes hotel/motel rooms in
accordance with §§ 19-110, et seq., of the Columbus Code of Ordinances;

(g) Defendant violated and ‘conﬁﬁues to violate Columbus Code of
Ordinances §§ 19-110, et seg., by failing to remit to Plantiff the full amount of
exise tax payable pursuant to said ordinance;

(h)  Defendant violated and continues to violate §§ 19-114 and 19-115 of |
the Columbus Code of Ordinances by failing to register and make filings; and

(i) Defendant violated and continues to violate § 19-118(c) of the
Columbus Code of Ofainances by failing to make available for examination its
Eook:s, papers, records, financial reports, equipment and other facilities to the
Director, or to a person authorized by the Director,

PRELIMINARY AND PERMANENT INJUNCTION

33,

Defendant has deprived and is continuing to deprive Columbus the
hotel/motel tax revenues that are statutorily alloéated to tourisme-related attractions
and projects that serve a vital publib purpose. | Defendant’s failure to pay
hote]/motél taxes threatens to erode Columbus’ tax base, as tourism development
funds are necessary to atiract new visitors and conventions, which in turn provide
multiple sourcés of new revenue and funding for public projects. " Defendant has

16
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also Violafed and continues to violate reporting requitements in an attempt to
conceal from both Columbus and the public its misappropriation of tax funds.
| 34.

Columbus is likely to prevail on the merits in thig case. Defendant’s conduct
violates O.C.G.A. §§ 48-13-51, et seq., aud the applicable city ordinance,
Columbus Code Ordinance §§ 19-110, ef seq., because it is required to collect the
full amount of hotel/motel taies due from their customers, and actually does
collect an amount in “taxes and fees” sufficient to cover the proper amount of tax,
but does not remit, either directly or indirectly, the proper amount of occupancy tax
to Columbus. |

33.

Columbus will be substantially and. irreparably harmed if a preliminary and
permanent injumction is not issued requiring Defendant to register and make ﬁlings
as required by Code §§ 19-114 and 19-115, respectively, and to remit hotel/motel
taxes based on thp full consideration paid by customers to Defendant for the right
to occupy hotel/motel rooms in Columibus, The funds misappropriated and held by
Defendant are public funds that are designated for use to finance existing tourist
énd trade attractions, and to promote and develop new opportunities for tourism
and trade. Punds collected pursuant to the hotel/motel tax are specifically tied to
certain tourism-related expenditures, all of which are intended to further the public

; interest. Any harm caused by a shortfall of such tax finds, and by the Defendant’s
17
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ongoing and open failure to remit taxes as they come due, cannot be sufficiently ‘_
cured by a later money award.
* 36
Columbus has no adequate remedy at law for Defendant’s failure to remit
the full amount of applicable taxes owed and their concealment of the same.

Columbus has and will continue to lose opportunity that is/may be created from the

" use of this tax revenue.

37.
The threatened injury to Columbus, along with. the substantial injury
suffered by Columbus’ taxpayers and the public at large due to.Defendant’s
misappropriation of public finds and their concealment of its tax collection

practices from their customers, substantially outweighs any threatened harm that a

preliminary and permanent injunction could conceivably do to Defendant.

38.

Accordingly, Columbus seeks a preliminary and permapent injunction
requiring Defendant to: (1) remit hotel/inotel taxes to.the Director based on the full
value paid by 'olllstomers for thé rental of hotel/motel rooms in Columbug; (2)
requiring Defendant to immediately register as an operator of hotels/motels with
the Dﬁ*ector as required by the Columbus dee of Ordinances; and (3) requiring
Defendant to immediately file monthly reports regarding hotel/motel taxes with the

Director as required by the Columbus Code of Ordinances.

18
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VIOLATIONS OF OCCUPANCY FAX LAWS AND ORDINANCES

39.

Defendant is in violation of'O.C.G.A. §& 48~13-50, et seq., and Columbus
C§de of Ordinances §§ 19-110, et seq.

40.

Columbus is authorized under O.C.G.A. § 48-13-51 et seq. to levy and
collect, and pursuant to this authority levies and collects a tax on the ﬁmﬁshiﬁg for
value to the public ‘1'00.1133 furnished by hotels, motels and/or other proprietors of
lodging establishments as enumerated in said statute. Colﬁmbus levies and collects
a tax of seven (7%%) percent of the total rental rate paid b'y the hotel .occupant.

Columbus Code of Ordinances §§ 19-110, et seq.

41.

Pursuant to the aforesaid authority, Defendant .is required, either as an
operator Aof hotels, motels é‘nd other lodging establishments in Columbus for
purposes of administering the hotel/motel tax, or as an agent of operators, to collect
and remit taxes in the amount of seven (7%) percent of the total rental rate paid by -

: ‘the hotel occupant in order to secure the right to oécupy the hotel/motel room.
42,

Altematively, even if the Defendant 18 not deemed an operator and therefore
not required to collect tax, the fact that it undertakes to, and does in fact collect all
of the applicable taﬁ;@S owed, and yet does not remit the appropriate amount of tax

19
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constitutes an independgnt violation of the statutes and ordihances, and the
amounts actually collected are owed to Columbus.
43,

Defendant has violated the abbve statutes and ordinances by failing to remit
to Columbus the full ameunt due and owed to it. Defendant’s underpayment of tax
constituteﬁ a debt c)wed by Defendant to Plaintiff, Columbus is entitled to collect
from Deferidant the deficiency between the total amount of tax appiicable' to all of
Defendant’s sales and rentals of hotél/motel rooms located in Columbus and the
amqum; of tax actually remitted in connection with Defendant’s sales and rentals of

| such hotel/motel rooms.
| 44,

In addition, Defendant is liable for interest at la rate of three-fourths of one
percént per month as provided in Columbus Code of Ordinances § 19-117(b), as
-well as attorney fees, and costs.

UNJUST ENRICHMENT/MONEY HAD AND RECEIVED

45, |
As a result of Defendant’s acts and omissions alleged herein, Defendant has
unjustly received and refained a benéﬁt' to the detriment of Columbus and its
residents,. and Defendant’s r&ention. of this benefit violates fundamental principles

of justice, equity and good conscience. The specific sum of money by -which

20
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Defendant has been unjustly enriched can only be identified from information and
records in Defendant’s possession and control.
46.

Columbus is enﬁﬂéd to the return of all amounts owed to it, as determined
‘through an accounting of the amounts by which the De.fendant Linjﬁstly enriched
itself. | |

Defend@t concealed the amount of hotel/motel taxes actually collected but
nét remitted to Columbus by failing to file requir@ci returns. Accotdingly, the exact -
amount of récoverable'taxes;, penalties and interest cannot be determined without

an equitable accounting as demanded by Plaintiff herein.

IMPOSITION OF CONSTRUCTIVE TRUST - -
| ¥
At all times material hereto, Columbus’ tax revenues were/are in the
possession and uﬁder the control of Defendant. Defendant has taken this property
for its own use and benefit, thereby depriving Columbus of the use and benefit
thereof. Columbus and its residents have been dep-rived of monies as the regult of
Defendant’s unlawful control over said monies.
| 43.
Through its 10-Q filing with the Securities and Exchange Commission for
the quarter ended Marohé 1, 2003, Expedia, Inc., disclosed that it was maintaining

a reserve for ligbility for unpaid hotel/motel taxes:

21
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Several jurisdictions have stated that they may take the position that
the tax is alse applicable to our gross profit on merchant hotel
transactions. We have not paid nor agree to pay such taxes but have a
reserve for potential payment. We evaluate our risk on a quarterly
basis and, based on our assessment, we adjust the reserve and revenue
accordingly.

49;

By virtue of Defendant’s wrongful and inequitable actions, Defendant holds
unpaid taxes as constructive trustee for the benefit of the Plaintiff. Columbus
requests that this Courtl impose and/or conétmot a trust of the taxes collected (or
which should have been collected) ahd not remitted and further order Defendant to
transfer possession of said monies fo Plaintiff, along with statirtory interest on said
funds from the date on which Columbus obtained the right to payment.

DEMAND FOR EQUITABLE ACCOUNTING

50. |
Defendant' was under a legal obﬁgation, @u;suaﬁt to O.C.G.A. § 48-13-51
and §§ 19-110, ef seq., of the Columbus Code of Ordinance:f,, to collect and remit
taxes to Columbus on the full amount of vaiue received by them in exchange for
the right to furnish hotel/motel rooms in Columbus, |
| 51
. Defendant has failed to remit to Columbus the full amounts of tax due and

owed.
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52.

Furthermore, as an operator for purposes of Columbug’ hotel/motel tax,
Defendant was and is obligated to register with the Director, to maintain books,
records, receipts and other papers 1‘elating to its collection of tax, and to file
‘monthly tax returns indicating, eimong other things, the gross rent, taxable rent, and
~tax actually collected or due for hotel/motel rooms rented during the monthly
period. Defendant has failed to register and to submit the monthly tax returns
described above. |

53.

The amounts collected by Defendant, or which should have been coji;ected
on behalf of Columbus, but not remitted are and should be held in constructive
trust for the beneﬁfof Columbus. Defendant has commingled these amounts with
its own funds, thus rendering an equitable accounting necessary to determine the
correct amount that is éwed., Furthermore, the determination of the amount of
taxes owed to Columbus is frustrated by Defendant’s concealment of data from
numerous transactions between Defendant and hotels, as well as concealment of
records of befendant’s rental trénsactions with .occupants involving hotel/motel
rooms located in Columbus. |

54.

For these reasons, Columbus is entitled to an equitable accounting of

Defendant regarding the number of hotel/motel rooms it has rented in Columbus,

23
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the total value received by Defendant for such renfcéls, the amount of taxes actually
collected, the amount of taxes actually remitted ejther directly or indirectly to
Columbus, and the amount received 'by the hotel in connection with each
“hotel/motel room rental. This accounting should encompass the entire time period
during which Defendant has failed to remit taxes on the full rental rate and value it
received for the sale of hotel/mote;,l rooms as described in this Complaint..

WHEREFORE, based on the aforesaid, Columbus, Georgia demands
judgment against Defendant and prays as follows:

a.  That summons issﬁe and service be perfected upon Defendant
EXpedia; Inc., via its registered agent, requiring said Defendwt to appear before
the Court within the time required by law and to answer this Complaint;

b.  That Plaintiff have judgment in its favor and égaiﬁst Defendant, the
total on éﬂ counts, including statutory penalties'aud interest, not to exceed Seventy
Four Thousand Five Hundred and 00/100 ($74,500.00) Dollars;

¢.  That Plaintiff have judgment against Defendant declaring that
Defendant is an operatof of hotels/motels as defined by the Columbus Code of
Ordinances; |

d. | That Plaintiflf have judgment against Defeﬁdant declaxmg that

Defendant furnishes hotel/motel rooms for value in Columbus, Georgia in

accordance with the Columbus Code of Ordinances;

24
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~e. That Plaintiff have judgment against Defendant directing Dgfendam to
~ register and make filings in accordance with the Columbus Code of Ordinances;

£ Tha't Plaintiff have judgment against Defendant directing that
Defendant make available for examination its booI(s; papers, records, financial
reports, equipment and other facilities in accordance with the Columbus Code of
Ordinances;

g.  That Plaintiff have judgment against Defendant declaring that
Defendant is lable for uﬁpaid hotel/motel taxes based on the full value that is paid
by customers to Defendant for the rental of lﬁotellmotel rooms in Columbus;

h.  That Plaintiff have judgment against Defendant directing Defendant,
going forward from the time of such judgment, fo remit hotel/motel/ taxes based ont

the full value paid by customers to Defendant for the rental of hotel/motel rooms in

Columbus; .
i, That this Court enter a 'pre]iminary and peﬁnanent injunction
requiring Defendant to remit hotel/motél taxes to the Director as the tax applies to
the full value received by Defendant for the rental rate paid by its customers;
i That this Court enter a preliminary and permanent injunction

requiring Defendant to immediately register as an operator of hotels/motels with

the Director as required bythe Columbus Code of Ordinances;

25
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k. That this Court enter a preliminary and permanent injunction
requiring Defendant to immediately file monthly reports regarding hotel/motel
taxes with the Dirvector as required by the Columbus Code of Ordinances;

.+ That this Court order Defendant to conduct an accdunting to

determine the appropriate amount of taxes due and owed to Plaintiff;

m. That this Court enter judgment for Plaintiff and against Defendant

finding that Defendant is holding in trust taxes due and owed to Plaintiff;

n.  That this Court order Defendant to disgorge all monies held in trust by

Defendant; and

o.  That this Court grant Columbus such other and further relief as this
Court may deem just and proper.
Respectfully submitted, this 30% day of May, 2006.

POPE, MCGLAMRY, KILPATRICK,

MO//ES{.EOZ WB LLP

C. Neal Pope

Georgia Bar No, 583769
Wade H. Tomlinson
Georgia Bar No. 714605
Alan G. Snipes

Georgia Bar No. 665781
1111 Bay Avenue, Suite 450
P.O. Box 2128 (31902-2128)
Columbus, Georgia 31901
(706) 324-0050

Fax (706) 327-1536
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R. Timothy Morrisor
Georgia Bar No. 525130

N. Kirkland Pope

Georgia Bar No. 584255

The Pinnacle, Suite 925

3455 Peachtree Road, N.E.
P.O.Box 191625 (31119-1625)
Atlanta, Georgia 30326-3243
(404) 523-7706

Fax (404) 524-1648

POWELL GOLDSTEIN LLP
L. Lia Wood

Georgia Bar No. 774588

John R. Bielema, Jr.

Georgia Bar No. 056832
William Boling, Jr. '
Georgia Bar No. 066050
Michael P. Carey

Georgia Bar No. 109364

One Atlantic Center, 14™ Floor
1201 West Peachtree Street, N.W.
Atlanta, Georgia 30309

(404) 572-6660

Fax (404) 572-6863
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g " AEATION AND LIGENEES | ' § 1830
Beos, 19»‘102«——19-109. Ruserved,

ARTIOIJB Vﬂl HO’I.EE}'_»MO‘CEBL DCOUBANCY
EXCIHE TAE

Ses, 16-110, Definilions.

The following words, terms wnd phrasss ghall, .fur‘riha TUCpOsEs
of this ertivls aod excaph where the contez) desrly mdzaatas a
d:nﬁfarant mezning, by defined we follows:

(r) Person, Anindividuel, firm, perinerhip, joint adverdnre, -

aggneiation, soual dub, feateme] organivation, Jmntabock
vomspany, corporation, nowprof wrporation or psopera-
e nnn;pruﬁi; mernhershin, agtete, trost, bugness foanh,
recgiver; fruabes, synfioats, or sy ofher froup or sombi-
nation attag g & vmit, the plural as well ps the singudar
srurnher, axuap\‘:ing the Thited Stabey of Awmeries, the
Biate of Georgla, snd mny polificd] subdtvision of either

- dheraofupon whith Cobumbuu s withouh puwer to imposs
the tax herein porvided.

(b} Dporotor, Any person operating r hotel Dnlumbus,
tochoding, bub wob Himdted o, the pwoer or pwpmiator of
woch premises, lessas, soblesses, dsnder In possssxion,

Begnese or suy ofher pemon ofherwiae apamizmg pach
hotal,

() Ooovpont.duy pereon’ who, fir & aaumdara:&mn., uaea,
pospesses, or has the right to nse AL PONBESS EIY rotm m
8 hotel under sy lense, ooncesgion, permdt, right of
ginnbe, Heanse o uae or other agreement, or ctharyiss,

{3) Ccewpaney. Thi use or possession, or fhe zight to the use

or prmsegsion of Bny room or epsrbment in o bote) or the
ﬁg’nt to the mse or possession of fhe forniehings or to the
servioes and seppmmedationy noeomnanying fhe vy and
posRession of *.ba T,

#Edibor's note—Ord, o, 76126, § 1, sAophed Now 25, 1875 amended Ch, 18
by adding ponvisions desiposted an Ack VIL, §F 18-L00-<1847E The editors
refeigmnted snch provisione s fot, VI, §8 1921018130, 45 view of the favh

Phak e Aok, VI ] previonedy been added fo Fh. 48 by Oeél, o, 7508, enpeted
Qut, 14, 1875, '

Brayp, Ko, 70 ) 2841
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“§ A0

(e)

@

)

mm,mmmmm- : ' 3 3811y

Hotal, Any sfrocturs or.aviy portion of & glrechome,inifod.
ng any lodgirgr honss, renminghouse, dovmntbury, fudoeh
bath, bachelorhobel, sindiv hotel, mutel, motor hotel, suto
eort, dnn, poble alub, ur ;pr.cva’m chub, contatning guest
roums and ‘whidh is odoupisd, oris mi:enﬂaﬂ or Heslgned
for oeonpaney, by gasths, whather rent; lpeid I monay,

gonda, Tabor, or ofbwrwise. 5 Boes nob inchude any jail, *

hopitel, meylom, aauxbmrmm, siphanags, prison, deben-
tion, or vther buikdings fn which huwmen beings are
honsed and ﬂei:ameﬁ walar legal mm

Giuest room. A room ootupled, o m‘hanﬁali, grpahped, or
Afesigned for ceonpancy, by oua or more ous@an’sg for t'hs

+ purpose of fiving quaﬁm or Tesidential uge,
" Rent, ’.[I}xe gorwidmration. mpei:varl‘fm tpmpemey vialned in

mpney, whethsr receivell in money or otharwise, inslud.

_ ing all rensipls, oash, srefdits, and propey orasrvices of

Com

o
6
- m

®

(.}n)

any kind pr nedrrs, znd slee the arewmt for which. iredit
in allowad by the apeesbor fo The | Deeppant, wihord any

" dednotion, therafrom whataoaver,

Perminerd resident. Any oomupent a5 of & given date who

has or ahull have nisupisd or has or shall have the xight '

of peewpengy of smy guest room, . a hotel for ot leagt ten
{10) vonsecubive days newh preceding sudh.date,

Return, Any reburn :B.'iarl ot catdrerd b be s o hm*&in
provided. -

Columbos, Tha consolidaiad cﬁ:,sr-uuuniw gnmmmaﬁt of
Coluobud,, Georging

Tha, The tar boposed by this sriide,

‘Monihly period, A:ny s (1) of fhe ‘wreilve (12) calendar

monthe,

Due dote, Fﬁ:m:n the 'kwazﬂ;mt}:t Aay mfter the rﬂnsa of the
munthly peviod for witdch tax fsto be computed.

{Ord. Mo, 76-126, § 1, 11-25-76; Ord. No. 75-148, § 1, 12-28-T5;
Ozd, No, 98-8, § 1, 1-16-96)

San, 1831L Imposition and rae of fax,

There i hereby fopossd an. sxese fak in $he Aot of meven
(1) peresot of the charge to the public wpon the furmishing for

Buapp, Mo, 20 2842
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LRTELLN TATATION AYD LICHNERE - § 18114

) value of any room or ronms,or odgmg br accommodsbions

fornisherl by any person Heensed by or regiiead t6 paybusiness or

‘uwu;painon taxes tn Colwinbos for vperating v hote] within the
meaning of fis webide, In eccordance with the provisions, of-

Q0.GA § et&lB-Bl, fhin tex shall becoms effsctive on July 1,

1867; aud, prior to thed Hwe eod prive fo eudh faedl yoar

ﬂmceaﬂ:en fhe Oolumbue Cooned) shell adopt s bodpst plen
spacifying how the sspewditure yequirarserde of 0.0.G.4. § 48,
1851 will be mek Prior io July 1, 1887, the sxcise thx imposed by
fhin sechion will sontinos fe be fmposed at o rabs of miz (8) peroand,
(Ord. No. 75-128, § 1, 11-256-76; Orfl. No, 91-68, 7-8.81; Ozd, No.
81-78, B-6-9L; !'33:151~ No, 98*34, £47-98; Ord. Mo, D748, 5-18-87)

Bes, 19118, Oollestion of tax 'by operator; mc:ezpi; i:o anne

pand; rales for collection schedunles.

Byery opamtar maintaining plm:e of busmess i Colombag, | -

s provided in, the next proveding peckion, #nd renting gnest

3

. zooms i Columbus, Dot exempbed tnfér pectim 10-118 of this

griidle shall aollset 2 diy of thras {8) per can“bum onthe ammt of
rant from the oeonpant,

(O No. 75-126, § 2, 11-B6-76)

Bew, 18-118, Hxemplions,
No taz ghell be tryposed herenndaxy

{a) Tpon o pesmansst resiont,
(Oti Mo, 76-128, § l, 12578

Bee. 18-114. Regisfration of uptmﬂmr' form and centerds;
, sevtificats of muthority.

Hivary pereon enpaging or shont to engspe in bosbness ax an
oparator uf a hobd & Cobrmboy shell imemediately register with.
the diversor of the deprrlment; of Foenes of Oolurdbns (hevainat-
ter referrad to ap the “divector"), on w form provided by said
diravtor. Persons engaged in such brminens Tt 5o register nok
leter thin thirky (30) tays aftar the dete this arfide beoomes
affective mnd the tax is imposed as set forkh in pection 18-111, bt
poth privilepe of registration afte: fhe tmpoattion of such fee ghall
not relieve any paraon. fooim the obligation of payment by eollec-

' Bupn. Mo, 70 0848
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a:,m Lt COPUMEE D, B 3808,

Hon aftax B a;uét mftar e ame ol froptrstinm, Eheren, srapeanilans

+ of repistration, Budh wopisinaim, dhel pet foril, fhe. neme wader
which suely; persen fpmpsecks husmess or dntends e, lrensact
, Yussiness, e Josation. of bis phace on whases of busmess and snth

olher informetisn which, wendf fxeflitete fhe collpeiton, of thé fax

i the diesshar may vagming, The vemdsimition, shall ba Bened by
the owner 3 & netnesl peesony i ooep of mwmmmhmbyan

speneiation or partneyship, by b member or paviaery i fhe case of
ownership by & sorpornetion, by oy offiven The direchor shall, ather
svich Tegisbretion, issue withont chavge & ceviifinete. of muthouty
1 eadh operetor to enllact the tirfrois fhe sueupand. A, a@p@rata

repistration shell be vemmwived Far sach place of business of gn -
, operptor, Berh merhﬁaaﬁa phall ntats the pewe and Yooakioe of the

business o which & is appleshls,
(Dz:rl Na. 75«128 & i H»ﬁ‘éw?ﬁ;),

Sae 19-}15. ]}etammahenl yeimmps an&paymemﬁa. :

(s) Due dute of tuwes, AT smonmh of such baes Hhalibe due nd

5 payable to fhe firectir manthly an ar before the twendieth day of
‘ fhe mext moonth fallowing eedh Tespeotive manihly period.

(h) Returngitme of filing persus reguired to file; contante. On
or hefurs the twehdisth dey of the month following sadh monthly

periudy B reborn for the preceding momhly period shell be fed
with the director showing ihe gross. yent, yent fom perwenent
veaiderbey taeahle rent, amonnt of tex anllasted or otherwise due

for fhe ::a’tata& perind, and snch sther informetion pe mey be ‘

raguirad by the dﬂ:exxhﬂ:c.
{e) Cullsotion fee allmoed u_peraﬁurs. Qpem‘surs collecting the

"tz shall b ellowed o percentape of the tex doe mad paid and

ghudl be rebobursed in the fmn of & defuckion from the ampamt
piid fo the director, If spid fax i oob Adlinguent sb fhe Hme of
-peymend, Toe rate of the deduction. shell be the same rate

‘ruthorized for dedoctions from sbgle bay voder the CGeorgle .

Betailers' and Consomers’ Bales and Use Tex Adt, approved
February 20, 1861 (Gﬂ Laws, 1851, p. 460), us now ov heveafer
< pmended.

(Oxd. Mo, TE-126, §1, 112575, Ordl, ‘Na‘ 75145, i % 19.98-75;
COrd, Nu. 968, §2 136:08)

Sepm. Nn, 70 . R4
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pne TWRATION AND LICHNERS - g isas

Bes, 18118, Defiviency Aelerminations,

(@) Beeompuintion of doxy authnriiy £o ke, Busis of ragompn- -

tuiion, Hthe diventor is nob satinfied with the refoen or rebarns of
fhe tex ox the emotmt of fhe tex required 1o be peid to Colombus

by any person, hes may compute and detenmine the mmommt

::aqu:créd o be prifl upon the basis of sy infrmetion withi his

possession orfhat may come bubo hip possession. One (1) or more”

. ﬁaﬁmmuy determinations mey he mades of fhe emprmd due for tm&
(1) or mitye monthly period,

() Interest on deﬁuzenny The mmmnt of the d&tarmmamon ‘

 ghll bear dnterest of the vats o thraedourths of one pearcent (%
uf 196 per aondh, or frartion theraof o the dus date of taxes.
{0} Notiee of dederminmiion; ssrofes of. The drastor o his
desipneted representitives shall give to the operafor writhen

notice of hig determingtiog, The notice muy be served persooefly

or by wmeil; if By mell moch servies ghell be addvessed to the

operstor abtds address s it Appearain the reeurdy of the diesctor,

Harvioe by mail Is compléte when daJi’Varadby cerfified mail with
- resdipt alpoed by adfrosps,

s ‘!’l’hemztpuge in 2d41]
Supp, ¥, 70 apdh '
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§ v - TATATION ARD [IOWNERS, . § 19118

. . - R .
" () Time within whick notlse of Gefivlency, detarminution
b0 be mailed. Bxeept n the case of faflure o male & reburn,
evary notiee of o deficleney Getermination ghall be roaifled
within three (8) years afier the btwenbieth day of the cel
endar month following the guarberly purdod for which the
mmornd s peoposed to be determined, or-withinthres {B) weary
wfter the rebumn i £iled, whichever period should lesh expive,

(Ord. N7 5—126 B4, 11—25-75 Ord. Wo, 75-145, § 8, 12-23-75)

Bee. 15117 Determinstion i no :mmm amde,

{(a) Botimute of gross recefpts. I auy pevson fails to make
g reburn, the divector shell meke wn estimate of the amownd
of the moss roesipts of the person, or a8 fhe cage may be,
of the wmomnt of the tobel yenteds Iv Colowmbos which are

pubject to tax, The estimuts ghall be mede for the peritd ar

periods in respect to which the person failed to meles the

"reborn and shell be based Tpon sy information which i or

may enme into the possession of the diractor. Wrdtten notice
shell be given in the mewver presevfbed b meelion 18-116

(e,

{b) Imlerest pn omownt fouwnd due, The smownt of ﬁm de-
‘termination shell besr hdavest ab the rate of threafourths of
one.per ceny (84, of 1%) per roonth, or fraction theraof, from:
the twentsth dey uf the mondh following the quértedly poriod,
for which the amout or any porlion thereol should have
been reburped, watl] the daiw of paymerd. (Ord. Mo, 75-128,
& 3, L1-RBJ5 ) O, 1o, T5-145, § 8, 15-£8.75)

Sec. 19118, Adminisbration of avticle,

{(m) Authority of diresior. The tirechor sbell adriniser
and enforee the provisiom of this actids for the sollection of

. of the jax lmposed by thin mrﬁala..

- {b) Resords required from. operuafors, ets.; form. Hvery
opergbor venting goest youms do Colombusto & person shall
keop much records, recefpbs, invoioes, sod other perdinent
pupers In suth form us the direeior mey requirs, |

2441
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% 18118 - COLATMBUE oo ' . B 19420

(a) Fouminution of vesords; audits. The direchor or zuy
persen suthocized in wriiing by the dixevtor may exsmine

+the hooks, papers, records, Hnencisl veports, emnipment and |

other facilities of pny pperator yexting mnest roome do o pag.
son nd any apersthor Babls for the tex, in order to verify the
anereacy of any reburn made, or 3f no retnrn is made by the
operator, %o asserbein and determine the ampund reqmrad m
be paid, |

(d) Auﬁhvré‘by tn reguire mpaw&a, cantsnﬁ&, In admimﬂi:ra

. ton of the provigions of this acide, the divertor may veguirs -

fhe Sling of reporbs by sny Dearsonk or glasy of pereons having

In such peeaon’s or pergong’ pousession or custady nformetion

redoting to rentwls of guoest ropms which are sebject to fhe
tax, The reports &hell be filed with the direelor when re-
goired by the directr and shall set forth the renisl dhsrgred
for endh veenpancy, the date or dam af sieapRnny, and ok
othery informsbion ex the divestor muy reguire, (Ord. No.
5126, § 1, 112645)

Bes, 18-118, Viojationg,

Aary peaon violwtiog oy of the provistons of this evbele

‘s'hall be deemed guilty of sun offenss and upon conviekion

theveo! shell be punished an provided in setion 1-8 of the
Code of Ordmances of Culwwmbus, Hech sach person shall be
pilty of a sepurabe offense for each and every dey during
any portion of whick auvy viclahion of any provigion of the
artidle is coponitted, contbmed, or permitted by snch per-

son, #md shell be pumished aceordingly. Any operaior or awy

other pavson who fafls fo rppister re requirved herein, or
o Toxnish oy relborn regeived fo bé made, vr who fails or
retunes o fornish B popplemental refom or other dats vee
guired by the divecfor or 'whe renders 2 false or feaudulent
reborn ghell be desmed pullly of sn offsnse and wpon convie
tion thereof shedl tes punighed oy aforesid. (Ond. No, 75.128,
g1, 11~25-'25) .

Bee, 19120, Cillzsti of fek.

{n) Adbinn for twe; time for. A% muy $tmp within hives (5) -

yenrg sfter moy $ex v eny amouot of tex reguived B he
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sellended hovomes dne snd pryable snd ob any time within thees
{8) yemrs affar the delinguency of sny fex or soy emount of bax
raguirad to be collsoted, the direstor mey bring an aofion in a
eovrt of ermpebant jurisdickion o the name of Oohowbus o enl-
leeh the smonnt Asbinguent together with taberest, courh feew,

. fiking foes, sbtorney’s faer and other legal feey mcidani‘. thersto,
. () Duty of sucosssors or uasigness of operador o withhold fne

Jromepurehen maney, X ey apepator Heble for poy smpend mder
this artisle selle oot his business or gnits the bosiness, bie oo
cospors or asgtens shall withheld sofficient 6f the purehase price
o cover such mmount waki! the former owner profdoses s receipd
from the diventor ahuwwg that he hag baan paid or & cerlificate
Etainngﬁ'hat no Emowat iF due,

(@ Liohility for fuilere to wzﬁzhnlti t:ertiﬂmta ofname of emount
due; fime tn enforee pueresnor's Zm?xﬂn;y ¥ the purdhoser of &
brustnses fafls to withheld purchase prics aa required, ha shell be
perspnally Halle for the payment of the pmount required to ba
withheld by bim to the extent of $he parchase price,

@ Tox credit or interest puid more fhore one or erranesusly or
Hllegally eollasted, “Whenever the mmonmt of suy tex or inibvest
has hesn paid more than ones, or bee boen erroncously or e
pelly eollectad or rersived by Coluobus under this arbicle, fmey

be oifsed hy the direcbop, I the operator or parson determines Shat.

he hes pyerpeid or paid mere than poog, wyhich fach bpp: ok bein
Autermined by the director, he will have thess (8) years from date
of paymint to file a slaim in writhng steting the spectfic grouhd
uptm. widdh cledm is foumded. The main shell be nodited, I the

© dlabm i approved by the direstor, the exesss smouut paid Oo-
. hombue mey be wedied on 2oy smonnts then due and pryable -

from. the person. by whom £ was pedd, or bis adminisicators or

xetatbors, (O No, TB1L26, § 1, DL25455)

Beps. 18-121-18430, Renerved.
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N THE SUPERIOR COURT OF MUSCOGEE COUNTY , GEORGIA

COLUMBUS, GEORGIA, )
Plaintiff, §
v, 3 CIVIL ACTION NO, Sueé~Cv=114.7
EXPEDIA, INC., §
Defendant. | g
VERIFICATION

Before an officer authorized by law to administer oaths appeared Isaiah
Hugley, who on oath, states that he is the City Manager for Columbus, G.eorgia,
that he is authorized to Veriff the facts contained in the foregoing Verified
Complaint Seekiné Declaratory Judgment, Injunctive Relief, and Other Equitable
- Rexﬁedies? and that the facts contained therein are true and correct to the best of his

knowledge and belief.

P |
This 30 dayof_ /Mlas. , 2006.

Tshish Hugley =~ |-
City Manager

Sworn to and subscribed before me,
| xh?i m,da}z,gg M%,f ~ 2006.
(St e 3 } ool lf
NOTARY PUBLIC %
My Commission Expires: S COMURSSION ENPIRES NOV, 17, du0s

[NOTARIAL SEAL]
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IN THE NINTH JUDICIAL CIRCUIT IN
THE NINTH JUDICIAL CIRCUIT, IN AND
FOR ORANGE COUNTY, FLORIDA

A CASE NO.: 06-CA-2104
ORANGE COUNTY and

MARTHA O. HAYNIE, ORANGE
COUNTY COMPTROLLER,

Plaintiffs,
v,

EXPEDIA, INC., ORBITZ, LLC and
ORBITZ, INC.,

Defendants,
/

AMENDED COMPLAINT -

Plaintiffs sue the Defendants in this Amended Complaint as follows:

1. This s an action for a declaratory judgment, brought purstiant to Chapter 86,

Florida Statutes.

2. This Court has subject matter jurisdiction of this action pursuant to §86.011,
Florida Statutes. See, e.g., Reld v. Kirk, 257 So. 2d 3 (Fla. 1972){(Local government had

standing to seek a decree resolving the appropriate range of tax assessments for grazing

tand in Palm Beach County); Riviere v. Orlando Parking Commission, 74 So. 2d 694 {Fla. .

1964) (City may seek declaratory judgment concerning-whether state statutes limited its
authority to acquire land); Stafe Dept, Of Revenue v. Ray Construction, 667 So. 2d 858,
862-3 (Fla. 1® DCA 1 006) (Declaratory action permitted to resolve question of tax law with

respect 1o land sales not vet subjected to audit and assessment by the DOR).
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3. The purpose of a declaratory action Is to “render practical help‘ih ending
controversies which have not yet reached the stage wheré other legal help is immediately
avallable.” See, State Dept. Of Education v. Glasser;, 622 So. 2d 1003, 1006 (Fla. 2d-
DCA 18982), reversed on other grounds 622 So. 2d 944 (Fla. 1993); Jackson v. Federal
Insurance Co., 643 So. 2d 56 (Fla. 4™ DCA 1904),

4, The Plaintiffs seek a declaratory judgment regarding whether the difference
between the amount charged to the Defendants at wholesale, and the price charged by the
Defendants to their customers, at retail, Is subject to the Tourist Development Tax (“TD”I““)
levied in Orange County under the authority of §125.0104, Florida Statutes.

PARTIES
5, Plaintiff, ORANGE COUNTY, is a body corporate and a political subdivision
established‘by and authorized to bring this suit under §125.15, Florida Statutes, and
Article |, §'1o1 , and Article VIt, §706, Orange County Charter.

8, Plaintiff, MARTHA O. HAYNIE, is the COMPTROLLER of ORANGE
COUNTY (hereinafter “COMPTROLLER”), and is an elected c)fonsﬁtutional officer
empowered to audit, enforce, assess and collect the local option TDT in Orange County,
Florida. THe position of COMPTROLLER was established by speciai act of the Florida
Legislature in Chapter 72-461, Laws of Florida. |

7. Defendant, EXPEDIA, INC. (hereinafter "EXPEDIA”), is a.foreign corporation

authorized to transact business in Florida, and transacting business in Orange County,

Florida.
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8. Defendants, ORBITZ, INC. and ORBITZ, LL.C, (.callectiv«sﬁy “ORBITZ"), are

foreign corpbrations transacting business in Orange County, Florida.
| THE TOURIST DEVELOPMENT TAX '

9, - By ordinaﬁce, ORANGE COUNTY has enacted the local option TDT pursuant
t §125.0104, Florida Statutes, |

10.  Inits ordinance, ORANGE COUNTY has appointed the COMPTROLLER as
the official respoﬁsible to audit, enforce, assess and collect the TDT.

11. TDTislevied at the rates set out in §§25-136 and 25-136.1, Orange County
‘Ccide of Ordinances, on the total amount of the consideration received by a "dealer”, (as
this term is defined in law, Including in §212.06(2)(j), Florida Statutes, and Rule 12A-
1.060(3); Florida’ Administrative Code), for the letting of hotel accommodations in Orange
County, Florida,

12; It is the intent of the Florida | egislature to tax each and every rental unless
the transaction is made specifically exempt in Chapter 212. See, §§125.0104(3)(a) and
212.21(2), Florida Statutes. | ‘

13.  The TDT is due from and payable by every person who lets for consideration
accommodations in a hotel for a term of six months or less. Section 125.0104(3)(a),
Florida Statutes.

‘f 4.  The provisions of Chapter 212, including the legal principles governing the
transient rental tax under §212.03, Florida Statutes are applicable and binding upon the
Plaintiffs in the administration and enforcement of tﬁls tax. Section 125.01 04(3)(9); Florida

Statutes.
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15, Section 212.03(1), Florida Statutes provides that tax s levied on “the total
rental charged for ... living quarters or sleeping or housekeeping accommodations by the
person chargihg or collecting the rental”, |

16.  The TDT is levied for the benefit of Orange County.

17.  The COMPTROLLER has a legal duty to faithfully and fairly adininister the
TDT in accordance with legal requiremehts, and can find no exemption that would exempt
from the levy of TDT any part of the total oonéideration charged at retail by the Defendants

for the letting of accommodations in Orange County, Florida,

THE DEFENDANTS’ BUSINESS METHODOLOGY

18.  The Defendants negotiate with hotels in Orange County, Florida a discounted
or' whoieséle" price for which the Defendants purchase room nights at such hotels,

19.  Defendants resell the fooms they have contracted to acquire at wholesale
rates to end-use guests at a marked up rate or “retail” charge.

20, . The Defendants pay the TDT only on the discounted or wholesale price for
the room, and do not remit the TDT on the differenée between the wholesale price and the
retall price.

21.  The Defendants are "letting for consideration” hotel accommodations and,

alternatively, 'giant licenses for the right to use hote!l accommodations.

22.  The Defendants are “dealers” for the TDT under Florida law, and receive the

consideration paid by the hotel guest for the right fo use hotel or transient rental

accommodations.
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AN ACTUAL DISPUTE OR CONTROVERSY EXISTS

23. » The Defendants are industry leaders in what is refefred to as the “dot.com”
hospitality induétry, whereby hotel rooms are let via Internet transactions.

24. The Plaintiffs are charged with the responsibility to determine whether
particular business transactions are subject to the TDT.

25.  Under the Plaintiffs’ interpretation of Florida !éw, the Defendants should
collect and remit the TDT on the total considerafcion péid. The Defendants, however,
disagree with the Pléintiffs’ interpretation of the law, and do not collect and remit the TDT
on the difference between the wholesale pricethey pay for hotei rooms énd the retail price
they charge to guests for the right to use such accommodations.

26. Defendants interpret the relevant tax law to the effect that the TDT Is not due
on this difference between the wholesafe and the retail prices.

27. Defendants have not registered as dealers for the TDT, and accordingly,
there'is no statute of limitation for their !iability for past taxes due the Plaintiffs.

28.  Anaudit éf the books and records of the Defendants will be time consuming
and burdensome for all parties, and will substantially impact the limited resources of the
Plaintiffs, particularly given the absence of a sta’gute of limitat_ion. |

29, F‘Iaintiffé have a right to seek a declaratory judgment from this Court

_ regarding the respective rights, duties and obligations of the parties tinder the subject tax '

laws, because there is an actual present dispute among the parties regarding whether or

not the TDT is due on the difference between the wholesale and retail prices.-
30.  As'aresult of the Defendants’ vigorous objections to the application of the

tax o the subject transactions, the Plaintiffs are in doubt concerning whether, under the

-5,
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applicable tax laws, the difference between the wholesale and retail prices is or is not
subject to the TDT,

31,  In10Q statements filed with the Securities and Exchange Commission, the
Defendants have acknowledged this dispute exists concerning whether or not the TDT is,
due on this difference between the wholesale and retail prices.

32.  EXPEDIA'S Form 10Q filed with the SEC on or about May 15, 2003, states
in pertinent part as follows:

"Sevéra! jurisdictions have stated that they may take the
position that the tax is also applicable to [Expedia's] gross
profit on merchant hotel transactions and one of them has
contacted [Expedia] regarding whether hotel occupancy taxes
should be remitted on [Expedia's] revenues from its merchant
hotel transactions. [Expedia) has not paid nor agreed to pay
such taxes but has a reserve for potential payment.”

33.  ORBITZ's form 10Q filed with the SEC on or about August 11, 2004, states
" in pertinent part as follows:
| "Some state and local jurigdictions could rule that we are
subject to hotel occupancy taxes on the gross profit and could

seek to collect such taxes, either retroactively or prospectively
or both."

34. Thereisa bqna fide dispute among the partiés- concerning the applicabllity
of the TDT, the parties are in doubt regarding the question of whether TDT Is due on the
difference between the wholesale and retail prices, and thers s a practical need for the
declaratory relief sought in this action,

35.  ltis the intention of the Plaintiffs, If the questions presented in this action are
answered in the affirmative, to notice the Defendants for audit and to afford the befendants

~all of their rights as auditees under Florida law, including the protest and appeal

-6-
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’procedures culminating in a final assess-hent subject to the procedural "rights afforded the.
Defendants'under §72.011, Florida Statutes.

36. The public interest will be served by the Issuance of the declaratory re_lief
sought in this acﬁon.

37.  Plaintiffs do not seek a mere advisory ruling nor are the.y asking this Court
to merely affirm their conclusion that the TDT is due on the subject transaction, because
the Defendants vigorously dispute their liability for the TDT under the applicable tax laws,
and the Plaintiffs assume the Defendants maintain their position in good faith. See, e.g.,
Price v. Tyler, 890 So. 2d 246 (Fla. 2004) (Permitting declaration of rights related to an -
easement notwithstanding the plaintiff had an Interbretaticn regarding such rights); Hrynkiw
v. Allstate Floridian Ins. Co., 844 So. 2d 739 (Fla. 5" DCA 2003) (Declaratory relief
regarding rights under insurance policy allowed, notwithstanding the plaintiff's interpretation
of the polfcy).

38.  Accordingly, the Plaintiffs have a béna fide doubt regarding the applicability
of the tax laws fo the transaction in question, notwithstanding that the Plaintiffs have
concluded that the proper inferpretation of the tax laws is that the TDT is due on the
difference between the wholesale and retail pricés,-

39.‘ Plaintiffs have a real need for the declaratory relief sought and will be injured
if the relief is not afforded. The injury to be avoided is béth the waste of public funds and
the potential of causing financial harm to the Defendants that would result from an audit
of the Defendants, should the questions presented in this action be deferred, and later
answered in favor of the Defendants following a full audit, protest and proceedings under

§72.011, Florida Statutes.
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DECLARATORY RELIEF SOUGHT BY THE PLAINTIFFS

40.  Plaintiifs request a declaratory judgment as follows: |
a. Whether, under the applicable statutes, the Defendants are dealers
for the TDT for the consideration they receive for the rental or letting
~ of the right to use hotel accommodations in Orange County, Florida.
b. Whether the difference between the wholesale prices the Defendants
pay to the hotels and the retail p'rices the Defendants charge the
guests is subject to the TDT levied in and by Orange County, Florida.
c. -Whether the Defendants should colle'ct and remit to the
COMPTROLLER the TDT due onthetotal consideration baid for hotel
rentals at retail. |
41.  An expedited declaratéry judgment is requested as permitted by §86.111,
Florida Statutes. |
WHEREFORE, Plaintiffs pray for a declaratory judgment with respect to the
questions set out in paragraph 40 of this Amended Gomplaint, for all other relief this Court
determines is appropriate, including supplemental relief as allowed by Chapter 86, Florida
Siatutes, and for an expedited determination of these questions.

I B

USHER L. BROWN, ESQUIRE
Florida Bar No, 321461

BROWN, GARGANESE, WEISS &
D'AGRESTA, P.A.

Post Office Box 2873 T
225 East Robinson Street, Suite 660
Orlando, Florida 32802-2873
Telephone: (407) 425-9566
Facsimile: (407)425-9506

-8-
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THOMAS B. DRAGE, JR., ESQUIRE
Florida Bar No. 173070
Orange County Attorney
Orange County Attorney’s Office
201 South Rosalind Avenue, 3™ Floor
Orlando, Florida 32801

" Telephone: (407) 836-7332
Facsimile: (407) 836-5888

KAYE COLLIE, ESQUIRE
Florida Bar No. 260193
General Counsel -

Office of the COMPTROLLER -
Post Office Box 38

Orando, Florida 32802

201 South Rosalind Avenue
Orlando, Florida 32801
Telephone: (407) 836-5628
Facsimile: {(407) 836-8356
Attorneys for Plaintiffs

CERTIFICATE OF SERVICE

| HEREBY CERTIFY that a true and correct copy of the foregoing has been
furnished by U.S. Mail this , 2 th day of March, 2007 to: David Cannella, Esq., P.O. Box

- 1171, Orlando, F1. 32802-1171; James P. Karen, Esq. and Deborah S. Sloan, Esq., Jones -

Day, 2727 N. Harwood, Dallas, TX 75201; and Pahl E. Chronis, Esq. and Elizabeth B.

Herrington, Esq., McDermott, Will & Emery, LLP, 227 West Monroe St,, Chicago, iL 60608.

USHER L. BROWN, ESQUIRE
G:\Docs\Orange County ComplrolieiExpedia somPleadings\amended complaint 03_12_07.wpd
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IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT, IN
AND FOR LEON COUNTY, FLORIDA

EXPEDIA, INC,,
Plaintiff,

A . CASE NO.

BROWARD COUNTY, FLORIDA and
FLORIDA DEPARTMENT OF REVENUE,

a state agency, w
Defendants. o

T "3

T

a2

COMPLAINT e

Pursvant to Chapter 72, Florida Statutes, Plaintiff Expedia, Inc. (“Expedia™) hereby
asserts its Complaint against Defendants Broward County, Florida (*Broward County™) and the
Departmenf of Revenue of the'State of Florida (the “Department™) (collectively, the
“Defendants’;), and shows the Court as follows: h

| . IDENTITY OF THE PARTIES:

1. Bxpedia is a corporation organized under Washington law with its principal place
of business in Bellevue, Washington,

2, Broward County is a county existing under th% laws of the State of Florida,
Broward County imposes and administers the Broward County Tourist Development Tax (the
“Tourist Developrent Tax” or “IDT”) authotized by section 125.0104 of the Florida Statutes,

3. The Department is an agency of the State of Florida lawfully created and
organized pursuant to section 20.21 of the Florida Statutes.” This action is brought under section

72.011(1) of the Florida Statutes to contest Broward County’s assessment of ity TDT, which was

AT12385768v1
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enacted under Florida Statutes section 125.0104. Broward County has elected under Florida
Statutes section 125,0104(10) to administer the TDT locally, Florida Statutes section 72.031(1)
therefore requires that this action name the Departmeont as a defendant together with the County.

JURIBDICTION AND VENUE

4, This Court has jurisdiction over this action, and venus is proper in this Court.
FLA. STAT. § 72.011(1)(a), (4)(a).

5, Expedia contests the validity of the Notice of Audit Assesément Tourist
Development Tax (the “Assessment”) issued on March 31, 2009 by Broward County for the
period of J aﬁuary 1, 2000 through December 31, 2001 and September 1, 2007 through June 30,
2008. A true and correct copy of the Assessment is attached hereto as Exhibit A,

6. This Court has jurisdiction under section 72,011(1)(a) of the Florida Statutes
because Expedia is contésting the legality of the assessment of TDT by Broward County

imposed under the authority granted by Florida Statutes section 125.0104,

7. Broward County Ordinance section 31 1/2-20(5) provides for an informal dispute

resolution proceeding to attempt to resolve challenges fo' assessinents of the TDT, |

| 8. On. April 29, 2009, Expedia filed a Notice of Dispute with the Manager of the
Tourist Development Tax Section of ﬁw Broward County Finance and Admindstrative Services
Department, which invoked the informal dispute resolution process.

9. On june 26, 2009, the Manager of the Tourist Developmen’; Tax Section of the
Broward County Finance and Administrative‘Sewices Department issued a Notice of Decision
overruling Bxpedia’s objections to the Assessment made in the Notice of Dispute. A true and
cortect copy of the Notice of Decision for Expedia is attached as Exhibit B.

10.  The Assessment became final under Broward County Ordinance section 31 1/2-
20(4)(a)2 when the Notice of Decision was mailed on June 26, 2009.

D
ATI2385768v1
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11, Expediais informed thét Broward County engaged outside counsel ona
oontingency fee basts o assist in the audit and assessment of the TDT against Expedia, Bxpedia
is informed that Broward County disclosed fo outside counsel the information Expedia provided
to Broward County during the andit process, Quiside counsel are not empioyees othroward
County or the Florida Department of Revenue.

12, Under Florida Statutes section 72.011(2)(a), this action is timely filed.

13, Asrequired by Florida Statutes section 72.011(1)(b), prior to filing this
Complaint, Expedia complied with the registration requimfnents contained in Florida Statutes
section 125.0104 by submitting registration applications o Broward County pursuant to Broward
County Ordinance section 31 1/2-16(10) and Florida Statotes sectibn 212.18, Becaunse the
gravamen of this action iz Bxpedia’s contention. that it is not subject to the TDT and that the
imposition of the TDT on Expedia violates Florida and fedc?‘al law, the registration applications
were submitted to Broward County under pmfest. Bxpedia did not thereby and does not now
admit that it is subject to the TDT. o

| 14,  Expedia contests the entire amount of the Assessment,

15.  Asfinancial secutity for this action, Expedia attaches hereto a surety bond for the
amount of its Assessment.endorsed by a surety company authorized to do business in Florida and
conditioned upon payment in full of any judgment in favor of the County, inchading taxes, costs,
penalties, and interest. The original surety bond for Expedia is attached as Exhibit C,

16, Expedia has complied with the bond requirement for nonresident plaintiffs set
forth i Florida Statutes section 57.011. |

| 17. Bﬁcpedia has exhansted all required administrative remedies and has otherwise

satisfied all prerequisites necessary for the filing of this action,

“F
ATI2385768v1
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BACKGROUND
18,  Expediais an Interpet travel company that provides customers with the ability to
seatch for and reserve air travel, hotel accommodations, car rentals, cr'uises, tours, and other
travel-related services via the Internet.
19.  Bxpedia contracts with hotels for the ability to make room re:sérvations available
to customers through its website. 'Using Expedia's online services, customers are able to locate
and identify room availability at numerous hotels, compare the rates and amenities of those

hotels, and ultimately make a reservation at the customer’s chosen hotel, Before Internet travel

companies made their services available on the Internet, a customer wishing to make a hotel

room reservation in a particular area either had 1o enlist the help of a travel agent or had o use a

mayp and/or telephone book to determine which hotels were located in the area, contact the hotels
1o compare rates, amenities, and availability, and make a room reservation, Bxpedia’s services
provide an alternative and more convenient way to research and reserve hotel accommodations.

Afel*cfzalztﬂfodel

20,  Expedia facilitutes hotel 1o0m reservatién’s under what is commonly referred to as
the “merchént model,” a model that has been used by travel agents, tour operators and othe::A
travel facilitators fo,r devades. Under the merchant model, a customer uses Expedia’s website fo
search for hotel tooms based on ctiteria such as daté, location, and amenities. On its website,
Bxpedia provides the customer with a list of available rooms by specific hotels that meet the
customer’s stated criteria, and the customer selects his or her desired hotel accommodations and
provides Expedia with identification and payment information, Bxpedia then charges the
customer’s oredit card the amount that will be paid to the hotel after the stay i‘s concluded, plus

compensation for Expedia’s vosts, fees, and services.

-4 -
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21, The amount that is charged to the customer’s credit card consists of: (a) the room
rate set by the hotel pussuant to a contract with Expedia (the “Net Rate”); (b) an amouﬁt of matk-
* up for Expedia on the Net R_ate to compensate Bxpedia for its services, including supplying
extensive content on its website; (¢) a “service fee” as partial compensatiqn for Expedia’s
bobking sefvices; and (d) an “an’cicipated tax recovery amount,” which is an estimated am.étmt of
hotel occupanoy taxes that the customer will owe when he takes possession of the hotel room
that is caleulated by multiplying the Net Rate by the tax rate that the hotel provides to Expedia.

22, When the customer’s credit card is charged, Expedia transmits the customer’s
- request for hotel accommodations to the operator of the hotel, and the hote! reserves a room in
the name of the guest. The operator of the hotel does not book rooms in Expedia’s name.

23, Bxpedia does nof have any poss'essory ot ownetship interest in any hotel rooms
and does not bear any inventory risk for rooms that are not reserved by custormers,

24,  Expedia does not buy or rent rooms for resale or re-rental.

25.  Upon arrival at the hotel for check-in, the customer provides the hotel with
identification. The hotel conducts its security and cheo;k'uin procedures and then assigns the
customer a specific room and access to that room,

26.  The hotel provides the guest with accommodations, and the guest pa}ys the hotel
directly for any incidental services conéumed (e.g., telephone charges, movie ventals, mini-beat
usage, efe,) when the goest checks out.

27.  'When the guest checks out, the hotel invoices Expedia for the Net Rate and the
taxes applicable to the Net Rate, as caloulated by the hote;l. The hotel’s invoice or charge to
Exbcdia typically includes separately itemized state and local sales ot occupancy tax based upon

the Net Rate.

. - -5
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28, Expedia then pays the hotel’s invoice, inoludiné the amount invoiced for state and
local taxes. Expedia retains ﬁlé remainder as compensation for its services in facilitating the
room teservation,

29.  The hotel collects and remits the hotel oceupancy taxes to the appropriate taxing
Juriediction,

Tre TOURIST DEVELOPMENT TAX AND RELATED FLORIDA STATUTES
AND ADMINISTRATIVE REGULATIONS

30.  Broward County imposes the TDT under § 31 1/2-16 of the Broward County
Code.

31, The TDT is authorized by the “Local Option Toufist Development Act” (the
“Enabling Act”) provided in Floxida Stat‘utes‘ section 1235 .‘0 104,

32, The Enabling Act permits a county to impos;e the 'I.‘DT on the privilege of renting, |
leasing or letting for consideration aﬁy living quarters or accommodations in any hotel,
-apartment hotel, motel, resort motel, apartment, apartment motel, roominghouse, mobile home
park, recreational vehiolelpark, or condomintum fot a term of six months or less, FLA, STAT. §
125.0104(3)({}).

33.  The Enabling Act permits counties levying the TDT to adopt an ordinance
providing for collection and administration of the TDT. FrLA. STAT. § 125.0104(10),

34,  Broward County has adopted an ordinance providing for local collection and
administration of the TDT. BROWARD COUNTY CODE § 31 1/2-16(7)-(14).

35. Browgrd County has clected to undextake the requnsibili’ty of anditing ‘ghe
records and accounts of dealers undéi‘ the TDT. BrowARrD County CODE § 31 1/2-16(16).

36.  Because Broward County has provided for Iocal collection and administration of
the TDT and because it has glected to andit and enforce the TD’I‘, Broward County is bound by
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the administrative rules promulgated by the Department under Florida Statutes

sections 125.0104(3)(k) and 212,03, FLA. STAT. § 125.0104(10)(c).

¥7.  The TDT is a privilege tax imposed on persons engaged in the business of renting,

leasing ot letting for consideration any living quarters in a hotel, apartment hotel, motel, resort
motel, apartment, apartment motel, roominghouse, mobile home patk, recreational vehicle pm"k,
tourist or trailer camp, or condominium for a tetm of six moutﬁs or less. BROWARD COUNTY
CopE § 31 1/2-16(1).

38.  The TDT is to be paid by the lessee, tenant or custon;er and is to be charged by
“the person receiving the consideration for the lease or rental.” BROWARD County CobE § 31
1/2-16 (6). The TDT is imposed on the “total rental charged every person who rents, leases or
lets for consideration.” BROWARD CoUNTY CODE § 31 1/2-16(1).

COUNT I

EXPEDIA IS NOT SUBJECT TO THE TOURIST DEVELOPMENT TAX

39.  The allegations contained in paragraphs 1-38 are hereby incorporated by
reference.

40,  Expedia does not and ixas not engaged in the busin.ess of renting, leasing, ot
letting accémmodations withiﬁ Broward County, Expedia does not own, operate, manage, or
control any hotels or hotel rooms within Broward County or anywhere else. Expedia does not
bear any inventory rigk for Ilotél rooms that are not resetved by customers. |

41,  Bxpedia does not buy or rent rooms for resale or re-rental.

42, Upon arrival at the hotel for check-in, the customer provides the hotel with
identification, The hotel conducts its security and check-in procedures and then assigns the

customer & specific room and aceess to that room,
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43.  Thehotel ﬁrovides the guest with accommodations, and the guest pays the hotel
divectly for any incidental services consumed (e.., telephone charges, movie rentals, mini-bar
usage, efe,) when the guest checks out,

| 44.  Because Expedia has not engaged in the business of renting, leasing, or letting
accomunodations in Broward County, it is not subject to the TDT..

45, The Enabling Act and the regulations issued pursuant to the Enabling Act are
clear that only the hotels or motels providing accommeodations must collect and remit the TDT
because th(\ay are the ones who receive the consideration for leases or rentals. |

46,  Because each hotel has charged the amount each hotel has demanded as
congideration for the hotel’s rental of the room 1o the guest who books through Expedia’s
websites, plus the amount of the TDT due on the amount charged by the hotel, the full amount of
TDT owed with respect to acgénunodatio.;ns reserved through Expedia’s website has already been
remitted to Broward County by the hotels.

47. The Assessment is unlawful and contrary to the Broward County Code and to the
Enabling Act and to the regulations promulgated file}:eﬁﬁder. ’I‘h;a Assessment is therefore
invalid. | |

COUNT I
COMMERCE CLAUSE VIOLATION

48.  The allegations of paragraphs 1-38 are hereby incorporated by reference.

49,  Expedia’s provi'sion of online hotel reservation services involves an interstate
transaction, Bxpedia has no facilities of any kind in Broward County or the State of Fipxida.~
The people who book aund reserve hotel rooms using Expedia’s website are located all over the
world; The hofels receive the reservations at their headquarters which are located elther in
Florida or other states, |

.
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50.  The United States Constitution provides Congress with the power to “regulate
Commerce with Foreign Nations, and among the several States.” U.S, ConsT, art. 1, § 8, L. 3.
In addition to being an affirmative grant of power, the Cémmerca Clause also has a “neéativa
sweep” tthe “Dormant Commerce Cléuse’?)'.
51.  The Commetce Clause prevents interstate commerce from being subjected to
more burdensome state regulation or faxation than commerce that does not cross state
boundaties. The Commerce Clause prohibits cottain state actions that interfere with interstate
commerce,
52, Atax violates the Commerce Clause unless it “Is appliéd to an activity with a
substantial nexus” with the taxing jurisdiction, For local taxes, the relevant inquiry is whether
the taxpayer has a substantial physical presence within the locality, not the state. Quill Corp. v.
North Dakota, 504 U.S. 298, 309 (1992).
53.  Bxpedia lacks substantial nexus with Broward County sufficient to impose the
TDT or to impose an obligation to collect the TDT. |
54.  Esxpedia’s provision of hotel reservatioﬁ services are completed outside of
Browa&l County and outside of the State of Florida. Broward County lacks substantial nexus
with Bxpedia’s serviées and does not have the power to tax the transaction,

55, A state or Jocal tax complies with the Dormant émmnarce Clanse only if the “tax
(1) is applied to an activity with substantial nexus with the taxing State, (2) is faitly apportioned,
3) does not diseriminate aguinst interstate conmaexcé, and (4) is fairly related to the services
provided by the State.” Complete Auto Transit, Inc. v. Brady, 430 U.8. 274, 285 (1977); Quill,
504 U.S. at 309, For any tax to withstand constitutional scrutiny, it must satisfy all four prongs

of the Complete Auto test. ,
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56. A jmisdiction may tax only that pottion of the revenues from the inte;state
activity which reasonably reflects the in-state component of the activity being taxed.

57. Eecause Expedia’s services are performed, and the tranéactioﬁs with its costomers
are consmmnatcd, outside of Broward County, the Cqunty’s attempt to impose the TDT upon the
amounts Expedia retains ié unconstitutional. The Assessment attempts to tax the value of
activity ocourring outside the C;)unty and thus violates the Commerce Clanse,

58.  The Assessment is unlawful and contrary to the Connnerce Clause of the United
States Constitution and is therefore invalid,

COUNT 1Y
DUE PROCESS VIOLATION

59.  The allegations of paragraphs 1-38 ate hereby incotporated by reference.

60,  The Due Process Clause of the United States Constitution rcquireé thata
legislative body provide meaningful standards o guide the application of its laws.

61,  The Asscssment is an unprecedented application of the TDT to an online travel
intermediary. The TDT, by its terms, fails to give Expedia notice of its applicability.

62, The TDT is void for vagueness because it fails to éixre adequate notice.of the
asserted TDT. Therefore, the Assessment is invalid,

) COUNTIV
BREACH OF CONFIDENTIALITY.

‘63, The allegations of paragraphs 1-38 are hereby incorporated by reference.

64.  Florida Statutes section 213.053(2) provides that “[a]il information contained in
teturns, repoits, accounts, or declarations received by the department, including investigative
reports” is confidential taxpayer information. Section 213.053 expressly applieé to county

govetnments. FLA. STAT. § 213,053(1)(a).
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65,  Broward County disclosed Expedia’s information obtained during the course of
the audit to outside counsel, who were not officets or employees of Broward County.

66.  Broward County thus violated the confidentiality proviéions of Florida Statutes
section 213.053, and the tesulting Assessment is therefore valid, |

COUNT Y.
FUNDAMENTAL BIAS OF THE ASSESSMENT

67, © The allegations of parapraphs 1;38 are hereby incorporated by reference.

68. Thereissa stanciard of neutrality that roust be met by attorneys representing the
government in matters that affect public interest.

69.  The collection of taxes implicates a public interest against the abuse of such
 power if cauried out under terms that would create a financial interest in any amount assessed or
collected for. those Involved in'the enforcement and collection.

70.  Expedia is informed and believes that Broward County engaged outside counsel
on a contingency fee basis to agsist in the audit and assessment of the TDT,

71, The Assessment is fundamentally biased by the ﬁnancml interest the County’s
outside counsel had in the assessment and collection of the TDT. The Agsessment is

consequently invalid,

COUNT VI
INTERNET TAX FREEDOM AC’I‘
AND SUPREMACY CLAUSE VIOLATION

72,  'The allegations of paragraphs 1-38 are hereby incorporated by reference.
73.  The Supremacy Clause of the United States Constitution provides, in perﬁnent

part, that “[{]his Constitution, and the Laws 6f the United States which shall be made in

Putsuance thereof . . . shall be the supreme Law of the Land; and the Judges in every State shall
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be bound thereby, any Thing h} the Constitution er Laws of any State to the Contrary
notwithstanding,” U.S, Congr. art VI, ¢l, 2.

.74. In 1998, Congress enacted the Internet Tax Freedom Act (the “ITFA™), Pub. L.
No. 105-277, 112 Stat. 2681-716 (1998), which was subsequently amended by Pub, L, No. 107~
75, 115 Stat. 703 (2001); Pub, L, No, 108-435, 118 Stat, 2615 (2004); and by Pub, L. No. 110-
108, 121 Stat. 1024 (2007).

75.  TheITFA prohib-its state and local governments frotn imposing diseriminatory
taxes on electronic commerce. ITFA § 1101(a)(2). The ITFA’s prohibition of discriminatory
taxes is intended to prevent trapsactiohs carried out on the Internet from being singled out for
higher taxes than similar transactions that are carried ot with traditional, non-elestronic
methods,

76,  The transactions by .wlﬁch Expedia allows visitors to reserve and pay for hotel
accommodations through its website constitute “electronic commerce” pnder ITFA § 1105(3).

77, Expediais informed and believes that for many years travel agents, tour operators
and other travel intermediaries have engaged in Browafd‘ County in the provision of services

similar to those provided by Expedia with respect to hotel accommodations but have not used

electronic commerce in the provision of that service, Such persons have made agreements with

Broward County hotels to facilitate the making of hotel room reservations by guests, with such
guests iaaying a négofiated rate agreed upon with the hotels. Such persons have collecfed
amounts from the guests in excess of such .négotiated rate. Théy have remitted the negotiated
rate to the hotel, together with the amiount of the TDT due on such rate. They have retained as

compensation for their services the amount collested from the guest in excess of the negotiated

rate.
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78.  For example, Bxpedia is informed and believes that many travel agents have
collected payment in advance from hotel giests of amounts in excess of the rate agresd upon

between the travel agent and the hotel and have remitted payment of the negotiated rate to the

hotel together with the amount of the TDT due on such rate. Sych travel agents have retained as

compensation for their services the amounis collected in excess of the negotiated rate.

79, Fm“thermdre, Exp‘edia is Informed and believes that persons known as
“aggregators” have provided péokages of travel services im‘:Iuding hotel accommodations,
Unlike Expedia, an aggregator actually takes the risl that a hotel room will nof be sold, The
aggregator receives pa}@@nt from fhe guest and remits the negotiated rate to the hotel, together
with thé TDT due on such rate, Such agptregators have retained as compensation for their '
services the amounts collected in excess of the negotiated rate. _ '

| 80. Bxpedia is informed and believes that Broward County has never attempted to
require the trgvel providers referred to in paragraphs 77 through 79 to remit the TDT on the
amounts they receive and retain in excess of the negotiated rafe remitted to the hotel.

81,  Under the merchant model, Bxpedia recéi‘ves and retaing amounts from guests that
exceed the Net Rate, Expedia remits the Net Rate to the hctelé, together with the applicable
taxes due on the Net Rate. The Assessment imposes the TDT on the amounts that Expedia
retained in excess of the sum of the Net Rate plus taxes on the Net Rate, Expedia’s business is
dependent on electronic comm.erce. Beca;use Browatd County has not attempted {o impose the
DT oﬁ amounts-that exceed the sum of the rate negotiated by other fravel providers plus taxes
on such rate retained by similar travel providers who do not use electronic commerce, the

Assessment represents the imposition of a tax that is not generally imposed and legally

213 -
AT12385768v1

Supplemental Appendix - 65




collectible by Broward County on trénsactions involving similar property, goods, services, or
information accomplished through other means, in violation of ITFA § 1105(2)(A)().

82, The Assessment also has the effect of imposing the TDT on Expedia at a rate
higher than the rate generally imposed and legally collectible by Broward County on transactions
involving similar services accomplished throigh other means, in violation of I’I‘FA §
110502)(A) ().

83.  The Assessment further represents the imposition of an obligation to collect or
pay thé TDT on a different psr&on or entity than in the case of transactions involving similar
property, goods, setvices, or information accomplished through other means in vio}a.tion of ITFA
§ 1105(2)(A)(),

84,  The Assessment is unlawful and contrary to the ITFA and to the Supremacy
Clause of the United States Constitution and is therefore invalid,

COUNT VII
PENALTIES SHOULD BE ABATED

85.  The allegations of paragraphs 1-38 are incorporated by reference.

86, . Under Florida law, noncompliance penalties may‘be abated when noncompliance
is due to reasonable canse and not to willful negligence, willful neglect, or fraud, FLA, STAT. §
213.213).

87.  Expedia did not collect and remit the TDT based on the reasonable belief that the
company is not subject to the TDT, To the extent Expedia’s activities constitute noncompliance
with the TDT, any such noncompliance was due to reasonable cause.

88.  The imposition of penalties in the Assessment is improper, and the penalties

should be abated,

-14--

- ATI-2385768vi

Supplemental Appendix - 66




PRAYER FOR RELIEF

WHEREFORE, EXPEDIA respectfully requests that this Court enter an Order:

1. Abating the Assessment in full;

2. Awarding Expedia its costs herein; and
3, Providing such other relief as the Court deems just and proper.
Dated: August 25, 2009 . Respectfully submitted,

S S Lt |,

James P, Karen, Bsq. (motion to be admitted
pro hac vice to be filed)

Texas Bar No, 11098700

David Cowling, Esq: (motion to be admitted
pro hac vice to be filed)

Texas Bar No, 04932600 _

Weston Loegering, Bsa, (motion fo be admitted
pro hac vice to be filed)

Texas Bar No, 12481550

Jones Day

2727 N, Harwopd Street

Dallas, Texas 752011515

Telephone: (214) 220-3939

Pacsimile; (214) 969-5100

Ak S oot

T IS

Mark Holcomb, Esq.

Florida Bar No. 0500811

Madsen Goldman & Holcomb, LLP
1705 Metropolitan Boulevatd, Ste. 101
Tallahassee, Florida 32308 :
Telephone: (850) 523-0400

Facsimile; (850) 523-0401
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increase in the volatility factor, and a one year increase in the weighted average expected life of the options would be $9.4 million,
$12.3 million, and $16.2 million, respectively. The Company also issues restricted stock units. For restricted stock units issued, the
accounting charge is measured at the grant date and amortized ratably as non-cash compensation over the vesting term.

The prevailing accounting guidance applied by Hotels.com and Expedia with respect to the presentation of revenue on a gross
versus a net basis is contained in Staff Accounting Bulletin No. 101, "Revenue Recognition in Financial Statements", as later
clarified by Emerging Tssues Task Force No. 99-19, "Reporting Revenue Gross as a Principal versus Net as an Agent (EITF 99-
19)." The consensus of this literature is that the presentation of revenue as "the gross amount billed to a customer because it has
earned revenue from the sale of goods or setvices or the net amount retained (that is, the amount billed to a customer less the
amount paid to a supplicr) becausce it has camned a commission or fee" is a matter of judgment that depends on the relevant facts
and circumstances. If the conclusion drawn is that IACT performs as an agent or a broker without assuming the risks and rewards
of ownership of goods, revenue should be reported on a net basis. In making an evaluation of this issue, some of the factors that
should be considered are: whether IACT is the primary obligor in the arrangement—strong indicator, whether IACT has general

inventory risk (before customer order is placed or upon customer return)—sirong indicator; and whether IACT has latitude in
establishing price.

EITF 99-19 cleaily indicates that the evaluations of these factors, which at times can be contradictory, are subject to significant
Jjudgment and subjectivity. The positions taken by Hotels.com and Expedia reflect their interpretation of their respective fact
patterns as well as their qualitative weighing of the indicators outlined in EITF 99-19. Se¢ Note 2 "Summary of Significant
Accounting Policies," Revenue Recognition, in the Notes to Consolidated Financial Statements for discussion of the factors
considered by Hotels.com and Expedia in arriving at their conclusions,

For comparison purposes, in order to provide the reader with a more complete discussion on this topic, we present IACT pro forma

information under the assumption of both companies presenting revenue on a net basis and both companies presenting revenue on
a gross basis.

Assuming that both companies presented merchant revenue on a net basis, JACT's pro forma net revenues for the years ended
December 31, 2003 and 2002 would have been $1.67 billion and $907.0 million, respectively.

Elfective for the first quarler 2004, IAC will begin reporling revenue for Holels.com business on a nel basis rather than on a gross
basis due to changes in business practices at Hotels.com that were implemented around the beginning of 2004, The change in
business practices conforms Hotels.com with other TACT businesses in regards to its merchant hotel business and thus requires a
change in its revenue presentation on a prospective basis.

68

Some states and localities impose a transient occupancy or accommodation 1ax, or a form of sales tax, on the use or occupancy of
hotel accormmodations. Hotel operators generally collect and remit these taxes to the various tax authorities. Consistent with this
practice, when a customer books a room through one of the IACT's travel services, the hotel charges taxes based on the room rate
paid to the hotet and IACT recovers an equivalent amount from the customer. JACT does not collect or remit taxes on the portion
of the customer payment it retains, and some jurisdictions bave questioned IACT's practice in this regard. While the applicable tax
provisions vary among the jurisdictions, IACT believes it generally has sound arguments that it is not required to ¢ollect and remit
such taxes. IACT is engaged in discussions with tax authorities in varions jurisdictions to resolve this issue, but the ultimate
resolution in any particular jurisdiction cannot be determined at this time. TAC does not believe, however, that the amount of
liability of IACT on account of this issue, if any, will have a material adverse cffect on its past or future financial results.

TACT has established a reserve with respect to potential occupancy tax liability for prior periods, consistent with applicable
accounting principles and in light of all current facts and circumstances. IACT's reserves represent its best estimate ol (he
contingent liability related to occupancy 1ax in respect of prior periods. A variety of factors could affect the amount of the liability
(both past and future), which factors include, but are not limited to, the process of moving Expedia and Hotels.com toward
common business practices, increasing cooperation between them as a result of the acquisition by IAC of the publicly-held shares
of Expedia and Hotels.com in 2003 (including whether to pursue joint resolutions with one or more jurisdictions), the number of,
and amount of revenue represented by, jucisdictions that ultimately assert a claim and prevail in assessing such additional tax or
negotiate a settlement, changes in statutes and the timing of all of the foregoing. IAC notes that there are more than 7,000 taxing
Jjurisdictions, and it is not feasible to analyze the statutes, regulations and judicial and administrative rulings in every jurisdiction.
Rather, IACT has obtained the advice of state and local tax experts with respect to tax laws of certain states and local jurisdictions
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that represent a large portion of IACT's hotel revenue. In addition, IACT continues to engage in a dialog with and receive feedback
from certain state and local tax authorities. IAC will continue to monitor the issue closely and provide additional disclosure, as
well as adjust the level of reserves, as developments warrant. The reserve balance at December 31, 2003 is $13.2 million as
compared (0 $10.4 million al December 31, 2002.

It is possible that some jurisdictions may introduce new legislation regarding the imposition of occupancy taxes on businesses that
arrange booking of hotel accommodations, but to date the Company is aware of only one jurisdiction that has introduced sucl
Icgistation, and its passage faccs opposition and uncertainty.
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Seasonality

1AC's businesses are subject to the effects of seasonality with revenues typically lowest in the first quarter of the year and highest in the
fourth quarter, primarily as a result of seasonality at our travel business as well as Entertainment Publications and, to a lesser extent, HSN,

QOur travel business experiences seasonal fluctuations, reflecting seasonal trends for the products and services offered. For example,
traditional leisure travel supplier and agency bookings typically are highest in the first two calendar quarters of the year as consumers plan and
purchase their spring and summer travel and then the number of bookings flattens in the last two calendar quarters of the year. Because revenue
in our merchant business is recognized when the travel takes place rather than when it is booked, our revenue growth typically lags our bookings

growth by a month or two. As a result, revenue as a percent of gross bookings is typically lowest in the first quarter of the year and highest in the
fourth quarter.

Our results may also be affected by seasonal fluctuations in the inventory made available to us by our travel suppliers. For instance, during

seasonal periods when demand is high, suppliers may impose blackouts for their inventory that prohibit us from selling their inventory during
such periods.

Interval's revenues from existing members are influenced by the seasonal nature of planned family travel with the first quarter generally
experiencing the strongest sales and the fourth quarter generally experiencing weaker sales,

Seasonality also impacts IAC's Electronic Retailing segment but not to the same extent it impacts the retail industry in general.

Ticketing operations revenues are impacted by fluctuations in the availability of events for sale to the public, which vary depending upon
scheduling by the client. The second quarter of the year generally experiences the most ticket on-sales for events.

Entertainment Publication's revenues are significantly seasonal with the majority of the company's revenues and profitability experienced in
the fourth quarter, consistent with school fundraising schedules.

New Accounting Pronouncements

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and
Equity.” This pronouncement establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of
both liabilities and equity. It requires that an issuer classify a financial instrument that is within its scope as a liability (or an asset in some
circumstances). Many of those instroments were previously classified as equity. This Statement is effective for financial instruments entered into

or modified after May 31, 2003. We adopted SFAS 150 effective July 1, 2003 and the adoption did not have an effect on the Company's financial
statements.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

In addition to historical information, this Annual Report on Form 10-K contains "forward-looking statements" within the meaning of the
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approximately $184 million. On July 8, 2009, Expedia reached an agreement in principle on a proposed settlement of all claims
with the plaintiffs. Plaintiffs filed a Motion for Preliminary Approval of the proposed settlement and the settlement was approved
on December 1, 2009. The distribution of cash payments and coupons to class members was completed on June 1, 2010. Coupons
may continue to be redeemed through June 2011.

Hotwire. On April 19, 2005, three actions filed against Hotwire, Inc. were consolidated and now are pending under the
caption Bruce Deaton v. Hotwire, Inc. el al., Case No. CGC-05-437631, in the Superior Court of the State of California, County of
San Francisco. The consolidated complaint, which was amended on February 17, 2006, alleges that Hotwire is impropetly
charging and/or failing to pay hotel occupancy taxes and engaging in other deceptive practices in charging customers for taxes and
fees. The complaint seeks certification of a nationwide class of all persons who were assessed a charge for “taxes/fees” when
booking rooms through Hotwire. The amended complaint alleges violation of Section 17200 of the California Business and
Professions Code, violation of the California Consumer Legal Remedies Act, and breach of contract, and seeks imposition of a
constructive trust on monies received from the plaintiff class, as well as damages in an unspecified amount, disgorgement,
restitution, interest and penalties. On March 15, 2007, the court certified a class of all residents of the United States to whom
Hotwire charged “taxes/fees” for the facilitation of reservations for stand-alone hotel rooms on its website. The court has not yet
required that Hotwire provide notice to the potential class members. The parties have reached a settlement that was approved by
the court on December 8, 2009. Coupons issued pursuant to the settlement may continue to be redeemed until April 2011.

Consumer Class Action Litigation

Consumer Case against Expedia, Hotels.com and Hotwire, On December 8, 2008, a putative class action was filed in
federal court in New York State against Expedia, Hotels.com and Hotwire., Similar lawsuits were filed at or about the same time
against Priceline and Travelocity. See Matthew R. Chiste, et al. v. Hotels.com, L.P., et al., No. 08 CV 10676 (United States District
Court for the Southern District of New York). The complaint alleges that the defendants are improperly charging and/or failing to
pay hotel occupancy taxes and engaging in other deceptive practices in charging customers for taxes and fees. The complaint seeks
certification of a nationwide class of all persons who booked a hotel room in New York City through the defendants. The
complaint asserts claims for deceptive business practices, conversion, breach of fiduciary duty and breach of contract and seeks a
declaratory judgment, injunctive relief and damages in an unspecified amount, but exceeding $5 million. On November 15, 2010,
defendants’ motion to dismiss was granted in part and the bulk of the plaintiff’s claims were dismissed. Expedia filed a Motion for
Reconsideration seeking to have the remainder of the case dismissed, which was denied.

Consumer Case against Expedia Canada.  On June 26, 2009, a class action suit against Expedia Canada Corporation was
filed in Ontario, Canada, alleging that disclosures related to “taxes and service fees” were deceptive. See Magill v. Expedia
Canada Corporation and Expedia.ca, CV-09-381919-00LP (Ontario Superior Court of Justice). The complaint asserts claims
under the Competition Act and Consumer Protection Act as well as claims of unjust enrichment, restitution, constructive trust,
accounting and disgorgement and breach of contract. It seeks damages in the amount of CA$50 million for the class as well as
interest, fees and alternate damages measures. On September 24, 2010, the court added Expedia, Inc. as a defendant and dismissed
many of the plaintiff’s claims with leave to amend. The class period was also limited. The plaintiff filed an amended statement of
claim on January 7, 2011.

Litigation Relating to Hotel Occupancy Taxes
Actions Filed by Individual States, Cities and Counties

City of Los Angeles Litigation.  On December 30, 2004, the city of Los Angeles filed a purported class action in California
state court against a number of internet travel companies, including Hotels.com, Expedia and Hotwire. City of Los Angeles,
California, on Behalf of Itself and All Others Similarly Situated v. Hotels.com, L.P. et al., No. BC326693 (Superior Court, Los
Angeles County). The complaint alleges that the defendants are
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improperly charging and/or failing to pay hotel occupancy taxes. The complaint seeks certification of a statewide class of all
California cities and counties that have enacted uniform transient occupancy-tax ordinances effective on or after December 30,
1990. The complaint alleges violation of those ordinances, violation of Section 17200 of the California Business and Professions
Code, and common-law conversion. The complaint also seeks a declaratory judgment that the defendants are subject to hotel
occupancy taxes on the hotel rate charged to consumers and imposition of a constructive trust on all monies owed by the
defendants to the government, as well as disgorgement, restitution, interest and penalties. On July 26, 2007, the court signed an
order staying the lawsuit until the cities have exhausted their administrative remedies. The case is coordinated with the cases in
San Diego, Anaheim, Santa Monica and San Francisco. On September 9, 2009, the City of Los Angeles issued assessments
totaling $29.5 million against Expedia companies (Expedia, Hotels.com and Hotwire). An administrative hearing challenging the
assessments was held on December 3, 2009. On September 16, 2010, the assessment review officer approved the assessments. A
second level administrative review hearing was held in December 2010,

“olumbus-Findlay, Ohio Litigation. On QOctober 25, 2005, the city of Findlay, Ohio filed a purported statewide class action
in state court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of Findlay v.
Hotels.com, L.P., et al., No. 2005-CV-673 (Court of Common Pleas of Hancock County, Ohio). On August 8, 20006, the city of
Columbus, Ohio and the city of Dayton, Ohio, filed a putative statewide class action in federal court against a number of internet
travel companies, including Hotels.com, Hotwire and Expedia Washington. City of Columbus, et al. v. Hotels.com, L.P., et al.,
2:06-CV-00677 (United States District Court, Southern District of Ohio). The complaints allege that the defendants have failed to
pay to the city hotel occupancy taxes as required by municipal ordinance. The complaints include claims for violation of hotel
occupancy tax ordinances, violation of the conswmer protection act, conversion, imposition of a constructive trust and declaratory
relief. The Findlay lawsuit was removed to federal court and consolidated with the case brought by Columbus and Dayton. On
July 26, 2006, the court held that defendants were not subject to the payment of taxes under the hotel occupancy tax ordinances
and granted in part and denied in part defendants’ motion to dismiss. The cities of Toledo, Northwood, Rossford, Maumee, the
Franklin County Convention Facilities Authority and the Perrysburg Township and Springfield Township have been added as
plaintiffs in the lawsuit. Class certification was never granted. On November 18, 2010, the court ruled on the remaining claim and
held that defendants have not collected taxes that have not been remitted and entered judgment in favor of the online travel
companies. Plaintiffs have appealed.

City of Chicago Litigation. On November 1, 2005, the city of Chicago, Illinois filed an action in state court against a
number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of Chicago, lllinois v. Hotels.com, L.P., et
al., No. 2005 1.051003 (Circuit Court of Cook County). The complaint alleges that the defendants have failed to pay to the city the
hotel accommodations taxes as required by municipal ordinance. The complaint asserts claims for violation of that ordinance,
conversion, imposition of a constructive trust and demand for a legal accounting. The complaint seeks damages, restitution,

disgorgement, fines, penalties and other relief in an unspecified amount. The parties have filed cross-motions for summary
judgment,

City of Rome, Georgia Litigation. On November 18, 2005, the city of Rome, Georgia, Hart County, Georgia, and the city of
Cartersville, Georgia filed a purported statewide class action in federal court against a number of internet travel companies,
including Hotels.com, Hotwire and Expedia. City of Rome, Georgia, et al. v. Hotels.com, L.P., et al., No. 4:05-CV-249
(U.S. District Court, Northern District of Georgia, Rome Division). The complaint alleges that the defendants have failed to pay to
the county and cities the hotel accommodations taxes as required by municipal ordinances. The complaint asserts claims for
violation of excise and sales and use tax ordinances, conversion, unjust enrichment, imposition of a constructive trust, declaratory
relief and injunctive relief. The complaint seeks damages and other relief in an unspecified amount. On May 9, 2006, the court
granted in part and denied in part defendants’ motion to dismiss. On June 8, 2006, plaintiffs filed an amended complaint adding
sixteen more municipalities and political subdivisions as named plaintiffs. On May 10, 2007, the court stayed the litigation,
concluding that the plaintiffs must exhaust their administrative remedies before continuing to litigate their tax claims. On July 10,
2009, the court lifted the stay of the litigation. Plaintiffs have file a motion for class certification.
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City of San Diego, California Litigation. On February 9, 2006, the city of San Diego, California filed an action in state
court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of San Diego v. Hotels.com,
L.P. et al., Judicial Council Coordination Proceeding No. 4472 (Superior Court for the County of San Diego). The complaint
alleges that the defendants have failed to pay to the city hotel accommodations taxes as required by municipal ordinance. The
complaint asserts claims for violation of that ordinance, for violation of Section 17200 of the California Business and Professions
Code, conversion, imposition of a constructive trust and declaratory judgment. The complaint seeks damages and other relief in an
unspecified amount. An amended complaint was filed on March 8, 2007. The case was stayed pending exhaustion of
administrative procedures. In November 2008, the city completed its audit and assessed hotel occupancy taxes against each of the
named online travel companies. The online travel companies challenged those assessments through an administrative appeals
process. The first hearing on those challenges occurred on June 19, 2009. On July 28, 2009, the hearing board affirmed the
assessinents. The online travel companies appealed, and following further administrative hearings during the week of January 11,
2010, the hearing officer held that the online travel companies are liable for hotel accommodations taxes, including assessments
totaling $16.5 million for the Expedia companies. The online travel companies filed a petition for writ of mandate and cross-
complaint in August 2010. This case is coordinated with the Anaheim, San Francisco, Santa Monica and Los Angeles lawsuits.

Orange County, Florida Litigation. On March 13, 2006, Orange County, Florida filed an action in state court against a
number of internet travel companies, including Hotels.com, Hotwire and Expedia. Orange County et al v. Expedia, Inc., et al.,
2006-CA-2104 Div. 39 (Circuit Court Ninth Judicial District, Orange County, FL). The complaint alleges that the defendants have
failed to pay the county hotel accommodations taxes as required by municipal ordinance. The complaint seeks a declaratory
judgment regarding the county’s right to audit and collect tax on certain of the defendants’ hotel room transactions. On March 9,
2007, the plaintiff filed an amended complaint. Plaintiff’s motion for summary judgment was denied on January 20, 201 1.

City of Atlanta, Georgia Litigation. On March 29, 2006, the city of Atlanta, Georgia filed suit against a number of internet
travel companies, including Hotels.com, Hotwire and Expedia. City of Atlanta, Georgia v. Hotels.com, L.P., et al., 2006-CV-
114732 (Superior Court of Fulton County, Georgia). The complaint alleges that the defendants have failed to pay to the city hotel
accommodations taxes as required by municipal ordinances. The complaint asserts claims for violation of the ordinance,
conversion, unjust enrichment, imposition of a constructive trust, declaratory judgment and an equitable accounting. The
complaint seeks damages and other relief in an unspecified amount, Plaintiff’s first amended complaint was filed on October 23,
2009. On July 22, 2010, the court ruled on the parties’ cross-motions for summary judgment and held that online travel companies
are not innkeepers required to collect and remit taxes under the Atlanta ordinance. The court also issued an injunction requiring the
payment of taxes in the future on the grounds that the online travel companies are third-party tax collectors. Both parties have
appealed.

City of Charleston, South Carolina Litigation. On April 26, 2006, the city of Charleston, South Carolina filed suit in state
court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia Washington. City of Charleston,
South Carolina v. Hotels.com, et al., 2:06-CV-01646-PMD (United States District Court, District of South Carolina, Charleston
Division). The case was removed to federal court on May 31, 2006. The complaint alleges that the defendants have failed to pay
the city hotel accommodations taxes as required by municipal ordinance. The complaint asserts claims for violation of that
ordinance, conversion, constructive trust and legal accounting. The complaint seeks damages in an unspecified amount. On
April 26, 2007, the court entered an order consolidating the lawsuits filed by the City of Charleston and the Town of Mt. Pleasant.
The parties executed a settlement agreement in October 2010 and the case has been dismissed.

City of San Antonio, Texas Litigation, On May 8, 2006, the city of San Antonio filed a putative statewide class action in
federal court against a number of internet travel companies, including Hotels.com, Hotwire, and Expedia. See City of San Antonio,
et al. v. Hotels.com, L.P., et al., SAO6CA0381 (United States District Court, Western District of Texas, San Antonio Divisioh).
The complaint alleges that the defendants have failed to pay to the city hotel accommodations taxes as required by municipal

ordinance. The complaint asserts claims for violation of that ordinance, common-law conversion, and declaratory judgment. The
complaint seeks damages in
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an ungpecified amount, restitution and disgorgement. On October 30, 2009, a jury verdict was entered finding that defendant
online travel companies “control hotels,” and awarding approximately $15 million for historical damages against the Expedia
companies. The jury also found that defendants were not liable for conversion or punitive damages. The final amount of the
judgment against the Expedia companies has not been determined. In further proceedings, the court will determine, among other
things, whether the tax is actually due on the amounts that the online companies retained for their services and the amount, if any,
of penalties and interest, which could be significant.

City of Gallup, New Mexico Litigation. On May 17, 2006, the city of Gallup, New Mexico filed a putative statewide class
action in state court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of Gallup,
New Mexico, et al. v. Hotels.com, L.P., et al., CIV-06-0549 JC/RLP (United States District Court, District of New Mexico). The
case was removed to federal court on June 23, 2006. The complaint alleges that the defendants have failed to pay to the city hotel
accommodations taxes as required by municipal ordinances. The complaint asserts claims for violation of those ordinances,
conversion, and declaratory judgment. The complaint seeks damages in an unspecified amount, restitution and disgorgement. On
April 18, 2007, the court granted plaintiffs’ motion to dismiss its own lawsuit. On July 6, 2007, the city of Gallup refiled its
lawsuit. Plaintiff filed its first amended complaint on January 16, 2009. The court certified the class on July 7, 2009. On March 1,
2010, the court denied the city’s motion for summary judgment and held that the online travel companies do not have tax
obligations under the city’s ordinance and that defendants have not collected taxes that have not been remitted.

Town of Mount Pleasant, South Carolina Litigation. On May 23, 2006, the town of Mount Pleasant, South Carolina filed
suit in state court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. Town of Mount
Pleasant, South Carolina v. Hotels.com, et al., 2-06-CV-020987-PMD (United States District Court, District of South Carolina,
Charleston Division). The case was removed to federal court on July 21, 2006. The complaint alleges that the defendants have
failed to pay to the city hotel accomimodations taxes as required by municipal ordinance. The complaint asserts claims for violation
of that ordinance, conversion, constructive trust and legal accounting. The complaint seeks damages in an unspecified amount. On
April 26, 2007, the court consolidated the lawsuits filed by the city of Charleston and the town of Mt. Pleasant. The parties
executed a settlement agreement in October 2010 and the case has been dismissed.

Columbus, Georgia Litigation. On May 30, 2006, the city of Columbus, Georgia filed suit against Expedia, Inc. in state
court and on June 7, 2006 filed suit against Hotels.com in state court. Columbus, Georgia v. Hotels.com, Inc., et al., SU-06-CV-
1893-8 (Superior Curt of Muscogee County); Columbus, Georgia v. Expedia, Inc, SU-06-CV-1794-7 (Superior Court of
Muscogee County). The complaints allege that the defendants have failed to pay the city hotel accommodations taxes as required
by municipal ordinance. The complaints assert claims for violation of that ordinance, unjust enrichment, imposition of a
constructive trust, equitable accounting, and declaratory judgment, and seek damages in an unspecified amount, restitution and
disgorgement. On September 22, 2008, the court issued an injunction requiring Expedia and Hotels.com to collect and remit taxes
on services on an ongoing basis. Expedia and Hotels.com subsequently paid approximately $110,000 in outstanding past tax
amounts demanded by the city and ceased to list Columbus, Georgia hotels on their websites. In June 2019, the parties filed cross-
motions for summary judgment. Plaintiff also filed a motion to require Expedia and Hotels.com to again list Columbus, Georgia

hotels on their sites. On January 28, 2011, the court granted the city’s motion for summary judgment and denied Expedia’s motion
for summary judgment.

Lake County, Indiana Convention and Visitors Bureau Litigation.  On June 12, 2006, the Lake County Convention and
Visitors Bureau, Inc. and Marshall County filed a putative statewide class action in federal court on behalf of themselves and all
other similarly situated political subdivisions in the state of Indiana against a number of internet travel companies, including
Hotels.com, Hotwire and Expedia. Lake County Convention and Visitors Bureau, Inc., et al. v, Hotels.com, LP, 2:06-CV-207
{United States District Court for the Northern District of Indiana, Hammond Division). The complaint alleges that the defendants
have failed to pay to municipalities hotel accommodations taxes as required by municipal ordinances. The complaint asserts claims
for violation of those ordinances, conversion, unjust enrichment, imposition of a constructive trust, and declaratory judgment, and
secks damages in an unspecified amount. On March 3, 2010, defendants’ motion for summary judgment for failure to exhaust
administrative remedies was granted.
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North Myrile Beach Litigation. On August 28, 2006, the city of North Myrtle Beach, South Carolina filed a lawsuit in
federal court against a number of internet travel companies, including Hotels.com, Hotwire, and Expedia. City of North Myrtle
Beach v. Hotels.com, et al., 4: 06-CV-03063-RBH (United States District Court, District of South Carolina, Florence Division).
The complaint alleges that the defendants have failed to pay the hotel accommodation taxes as required by local ordinances. The
complaint asserts claims for violation of those ordinances, as well as a claim for conversion, imposition of a constructive trust, and

demand for an accounting, and seeks unspecified damages. The parties reached a settlement in October 2010 and the case has been
dismissed.

Nassau County, New York Litigation. On October 24, 2006, the county of Nassau, New York filed a putative statewide
class action in federal court against a number of internet travel companies, including Hotels.com, Hotwire, and Expedia. Nassau
County, New York, et al. v. Hotels.com, L.P., et al., (United States District Court, Eastern District of New York). The complaint
alleges that the defendants have failed to pay hotel accommodation taxes as required by local ordinances to certain New York
cities, counties and local governments in New Yotk. The complaint asserts claims for violations of those ordinances, as well as
claims for conversion, unjust enrichment, and imposition of a constructive trust, and seeks unspecified damages. On August 17,
2007, the court granted defendants’ motion dismissing the lawsuit due to the plaintiff’s failure to exhaust its administrative
remedies. On August 11, 2009, the Second Circuit remanded the case for the district court to determine whether class certification
is appropriate. The district court has ordered the parties to proceed with class certification.

Wake County, North Carolina Litigation. On November 3, 2006, Wake County, North Carolina filed a lawsuit in state court
against a number of internet travel companies, including Hotels.com, Hotwire, and Expedia. Wake County v. Hotels.com, L.P., et
al., 06 CV 016256 (General Court of Justice, Superior Court Division, Wake County). The complaint alleges that the defendants
have failed to pay the county hotel accommodation taxes as required by local ordinance. The complaint asserts claims for violation
of the local ordinance, as well as claims for declaratory judgment or injunction, conversion, imposition of a constructive trust,
demand for an accounting, unfair and deceptive trade practices, and agency. The complaint seeks damages in an unspecified
amount. On April 4, 2007, the court consolidated the Wake County, Dare County, Buncombe County, Mecklenburg County and
Cumberland County lawsuits. On May 9, 2007, the defendants moved to dismiss the lawsuits. On November 19, 2007, the court
granted in part and denied in part defendants’ motion to dismiss the Wake County lawsuit. On November 1, 2010, the parties filed
cross-motions for summary judgment.

Branson, Missouri Litigation. On December 28, 2000, the city of Branson, Missouri filed a lawsuit in state court against a
number of internet travel companies, including Hotels.com, Hotwire, and Expedia. City of Branson, MO v. Hotels.com, L.P., et al,,
106CC5164 (Circuit Court of Greene County, Missouri). The complaint alleges that the defendants have failed to pay the city
hotel accommodation taxes as required by local ordinance. The complaint asserts claims for violation of the local ordinance, as
well as claims for declaratory judgment, conversion, and demand for an accounting, and seeks unspecified damages. On
November 26, 2007, the court denied the defendants’ motion to dismiss.

Buncombe County Litigation. On February 1, 2007, Buncombe County, North Carolina filed a lawsuit in state court against
a number of inteinet travel companies, including Hotels.com, Hotwire, and Expedia. Buncombe County v. Hotels.com, et el., 7 CV
00585 (General Court of Justice, Superior Court Division, Buncombe County, North Carolina). The coniplaint alleges that the
defendants have failed to pay the county hotel accommodation taxes as required by local ordinance. The complaint asserts claims
for violation of the local ordinance, as well as claims for declaratory judgment, and seeks unspecified damages. On April 4, 2007,
the court consolidated the Wake County, Dare County, Buncombe County, Mecklenburg County and Cumberland County
lawsuits. On May 9, 2007, the defendants moved to dismiss the lawsuits. On November 19, 2007, the court granted in part and
denied in part defendants’ motion to dismiss the Buncombe County lawsuit. On November 1, 2010, the parties filed cross-motions
for summary judgment.

Dare County, North Carolina Litigation. On January 26, 2007, Dare County, North Carolina filed a lawsuit in state court
against a number of internet travel companies, including Hotels.com, Hotwire, and Expedia. Dare County v. Hotels.com, L.P., et
al., 07 CVS 56 (General Court of Justice, Superior Court Division, Dare
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County, North Carolina). The complaint alleges that the defendants have failed to pay the county hotel accommodation taxes as
required by local ordinance. The complaint asserts claims for violation of the local ordinance, as well as claims for declaratory
judgment, injunction, conversion, constructive trust, accounting, unfair and deceptive trade practices and agency. The complaint
seeks damages in an unspecified amount. On April 4, 2007, the court consolidated the Wake County, Dare County, Buncombe
County, Mecklenburg County and Cumberland County lawsuits. On May 9, 2007, the defendants moved to dismiss the lawsuits.
On November 19, 2007, the court granted in part and denied in part defendants’ motion to dismiss the Dare County lawsuit. On
November 1, 2010, the parties filed cross-motions for summary judgment.

Myrile Beach, South Carolina Litigation.  On February 2, 2007, the city of Myrtle Beach, South Carolina filed an individual
lawsuit in state court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of Myrtle
Beach v. Hotels.com, LP, et al., 2007 CP26-0738 (Court of Common Pleas, Fifteenth Judicial Circuit, County of Horry, South
Carolina). The complaint alleges that the defendants have failed to pay to the county hotel accommodations taxes as required by
municipal ordinances. The complaint asserts a claim for declaratory judgment that the accommodations tax at issue is owed by the
defendants, and seeks damages in an unspecified amount.

Horry County, South Carolina Litigation.  On February 2, 2007, Horry County, South Carolina filed an individual lawsuit in
state court against a number of internet travel companies, including Hotels.com, Hotwire and Expedia. Horry County v.
Hotels.com, LP, et al., 2007 CP26-0737 (Court of Common Please, County of Horry, South Carolina). The complaint alleges that
the defendants have failed to pay to the county hotel accommodations taxes as required by mumnicipal ordinances. The complaint
asserts a claim for declaratory judgment that the accommodations tax at issue is owed by the defendants, and seeks damages in an
unspecified amount. Plaintiff has filed a motion for summary judgment, which is scheduled for a hearing on March 8, 2011.

City of Houston, Texas Litigation. On March 5, 2007, the city of Houston filed an individual lawsuit in state court against a
number of internet travel companies, including Hotels.com, Hotwire and Expedia. City of Houston v. Hotels.com, L.P., et al.,
2007-13227 (District Court of Harris County, 270th Judicial District, Texas). The lawsuit alleges that the defendants have failed to
pay to the city hotel accommodations taxes as required by municipal ordinance. The lawsuit asserts claims for violation of that
ordinance, conversion, imposition of a constructive trust, civil conspiracy, and demand for accounting. The complaint seeks
damages in an unspecified amount. On January 19, 2010, the court ruled in favor of defendants on their motion for summary
judgment dismissing plaintiffs’ claims with prejudice. The city has appealed.

Mecklenburg County Litigation. On January 10, 2008, the county of Mecklenburg, North Carolina filed an individual
lawsuit in state court against a number of internet travel companies, including Expedia, Hotels.com, and Hotwire. County of
Mecklenburg v. Hotels.com L.P., et al., (General Court of Justice, Superior Court Division, Mecklenburg County, North Carolina).
The complaint alleges that the defendants have failed to pay hotel accommodations taxes as required by municipal ordinance to the
county. The complaint asserts claims for violation of the local ordinance, as well as claims for declaratory judgment, injunction,
conversion, constructive trust, accounting, unfair and deceptive trade practices and agency. The complaint seeks damages in an
unspecified amount. On April 4, 2007, the court consolidated the Wake County, Dare County, Buncombe County, and
Cumberland County lawsuits. On May 9, 2007, the defendants moved to dismiss the lawsuits. On November 19, 2007, the court
granted in part and denied in part defendants’ motion to dismiss the Mecklenburg County lawsuit. On November 1, 2010, the
parties filed cross-motions for summary judgment.

Cities of Goodlettsville and Brenitwood, Tennessee Litigation.  On June 2, 2008, the cities of Goodlettsville and Brentwood,
Tennessee filed a putative class action in federal comt against a number of internet travel companies, including Expedia,
Hotels.com, and Hotwire. City of Goodlettsville and City of Brentwood v. Priceline.com, Inc., et al., 3-08-0561 (United States
District Court for the Middle District of Tennessee). The complaint alleges that the defendants have failed to pay to the cities hotel
accommodations taxes as required by municipal ordinance, The complaint asserts claims for violation of the local ordinance, as
well as claims for unjust enrichment and conversion, and seeks damages in an unspecified amount, Plaintiffs have voluntarily
dismissed the City of Brentwood. Class certification has been granted. Trial is scheduled for November 29, 2011.
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County of Monroe, Flovida Litigation. On June 3, 2008, the county of Monroe, Florida filed an individual action in federal
court against a number of internet travel companies, including hotel accommodations taxes as required by municipal ordinance.
County of Monroe, Florida v. Priceline.com, Inc., et al., 08-10044-CIV (United States District Court for the Southern District of
Florida). The complaint alleges that the defendants have failed to pay to the county hotel accommodations taxes as required by
municipal ordinance. The complaint purports to assert claims for violation of the local ordinance, as well as claims for unjust
enrichment and conversion. The complaint seeks damages in an unspecified amount. Plaintitf filed its first amended complaint on
May 28, 2010. Defendants’ motion to dismiss the first amended complaint was denied in part and granted in part by the court and

class certification was granted. Settlement was reached in August 2010 and the court granted final approval of the settlement on
January 6,2011.

Township of Lyndhurst, New Jersey Litigation. On June 18, 2008, the township of Lyndhurst filed a putative class action in
federal court against a number of internet travel companies, including Expedia, Hotels.com, and Hotwire. Township of
Lyndhurst v, Priceline.com, Inc., et al., 2:08-CV-03033-JLL-CCC (United States District Court for District of New Jersey). The
complaint alleges that the defendants have failed to pay to the township hotel accommodations taxes as required by municipal
ordinance. The complaint asserts claims for violation of the local ordinance, as well as claims for unjust enrichment and

conversion. The complaint seeks damages in an unspecified amount. On March 18, 2009, the court granted defendants’ motion to
dismiss for lack of standing. Plaintiff’s appeal is pending.

City of Baltimore Litigation. On December 10, 2008, the city of Baltimore filed an individual action in federal court against
a number of internet travel companies, including Expedia, Hotels.com, and Hotwire. Mayor and City Council of Baltimore v.
Pricline.com, Inc. et al., MIG-07-2807 (United States District Court for the District of Maryland). The complaint alleges that the
defendants have failed to pay to the city hotel accommodations taxes as required by municipal ordinance. The complaint asserts
claims for violation of the local ordinance, as well as claims for conversion, unjust enrichment, assumpsit, declaratory judgment,
imposition of a constructive trust, and injunctive relief. The complaint seeks damages in an unspecified amount. On December 30,
2010, the city filed a motion for summary judgment.

Worcester County, Maryland Litigation, On January 6, 2009, the county of Worcester, Maryland filed an individual action
in federal court against a number of internet travel companies, including Expedia, Hotels.com, and Hotwire. County
Commissioners of Worcester County, Maryland v. Pricline.com, Inc. et al., 09-CV-00013-JFM (United States District Court for
the District of Maryland). The complaint alleges that the defendants have failed to pay to the city hotel accommodations taxes as
requited by municipal ordinance. The complaint asserts claims for violation of the local ordinance, as well as claims for
conversion, unjust enrichment, and assumpsit. The complaint seeks damages in an unspecified amount. On June 2, 2009, the court
denied defendants’ motion to dismiss. In July 2010, settlement was reached and on July 26, 2010, the case was dismissed.

City of Anaheim, California Litigation. On October 10, 2007, the city of Anaheiin instituted an audit of a number of
internet travel companies, including Expedia, Hotels.com, and Hotwire, for hotel occupancy taxes. On or before May 23, 2008, the
city completed its audit and issued assessments against each of those online travel companies. The online travel companies
challenged those assessments through an administrative appeals process. On January 28, 2009, the hearing examiner issued his
decision, rejecting the online travel companies” challenges to those agsessments. On February 6, 2009, the hearing examiner issued
a decision setting forth the assessed amounts due by each online travel company, including a total of approximately $17.7 million
for the Expedia companies. On February 11, 2009, the online travel companies filed a petition for writ of mandate in the California
superior court seeking to vacate the decision of the hearing examiner and asking for a declaratory judgment that the online travel
companies are not subject to Anaheim’s hotel occupancy tax. Expedia, Inc. v. City of Anaheim, et. al., Hotels.com L.P. v. City of
Anaheim, et. al.; Hotwire, Inc. v. City of Anaheim et. al., (Superior Court of the State of California, County of Orange). On
February 17, 2009, the online travel companies filed a motion asking the court to rule that the city is not entitled to require the
companies to pay the tax assessment prior to commencing litigation to challenge the applicability of the ordinance, commonly
referred to as “pay-to-play.” On March 30, 2009, the court overruled the city’s demurrer to the companies’ “pay-to-play”
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motion. The trial court’s ruling that the online travel companies had no obligation to pay the tax assessments before commencing
litigation was affirmed on appeal. The lawsuit is coordinated with the San Diego, San Francisco, Santa Monica and Los Angeles
matters. On February 1, 2010, the court ruled in defendants’ favor that taxes are not due to the city of Anaheim. The city amended
its complaint and the court again granted relief in favor of the online travel companies dismissing the city’s claims. On

December 16, 2010, judgment was entered dismissing the case. The city has appealed.

City of San Francisco, California Litigation. On May 13, 2008, the city of San Francisco instituted an audit of a number of
internet travel companies, including Expedia, Hotels.com, and Hotwire, for hotel occupancy taxes. On or before October 31, 2008,
the city completed its audit and issued assessments against each of those online trave] companies. The online travel companies
challenged those assessments through an administrative appeals process and in hearings that took place during January 2009. The
hearing examiner upheld the city’s assessments. On May 11, 2009, the online travel companies filed a petition for writ of mandate
in the California superior court seeking to vacate the decision of the hearing examiner and asking for a declaratory judgment that
the online travel companies are not subject to San Francisco’s hotel occupancy tax. Expedia, Inc. v. City and County of San
Francisco, et. al.; Hotwire, Inc. v. City and County of San Francisco, et. al., (Superior Court of the State of California, County of
San Francisco). The case is coordinated with the Los Angeles, Anaheim, Santa Monica and San Diego lawsuits. On June 19, 2009,
the court granted the city’s demurrer on the “pay first” issue relating to pay-to-play provisions. Expedia and Hotwire’s appeal of
the “pay first” decision was denied and Expedia and Hotwire paid the agsessed amounts on July 13, 2009. A hearing on the
Hotels.com assessment appeal was held on August 12, 2009. Hotels.com paid the assessed amount on November 30, 2009. The

total assessed amount paid by the Expedia companies was approximately $48 million. The court has denied the city’s demurrer to
the defendants’ petitions.

City of Jacksonville, Florida Litigation. On July 28, 2006, the city of Jacksonville, Florida filed a putative class action in
state court against a number of internet travel companies, including Expedia, Hotels.com, and Hotwire. The lawsuit was dismissed
for failure to exhaust administrative remedies. In February 2009, the court gave leave for plaintiffs to refile its complaint.
Plaintiffs’ amended complaint was filed on March 10, 2009. City of Jacksonville v. Hotels.com LP, et. al., 2006-CA-005393-
XXXX-MA, CV-B (Circuit Court, Fourth Judicial Circuit, Duval County, Florida). The complaint alleges that the defendants have
failed to pay to the city the tourist and convention development taxes as required by state and municipal ordinance. The complaint
seeks damages in an unspecified amount. The city did not opt out of the Monroe County Florida class action and this case was
settled on January 6, 2011, as part of the final approval of the settlement of the Monroe County case.

City of Bowling Green, Kentucky Litigation. On March 10, 2009, the city of Bowling Green, Kentucky filed an individual
action against a number of internet travel companies, including Expedia, Inc., Hotels.com and Hotwire. City of Bowling Green,
Kentucky v. Hotels.com, L.P., et. al., Civil Action 09-CI-409, Commonwealth of Kentucky, Warren Circuit Court. The complaint
alleges that the defendants have failed to pay transient room taxes as required by municipal ordinance. On April 8, 2010,
defendants’ motion to dismiss was granted. The city has appealed.

County of Genesee, County of Calhoun, County of Ingham and County of Saginaw, Michigan Litigation. On February 24,
2009, four Michigan Counties (Genesee, Calhoun, Ingham and Saginaw) filed an individual action against a number of internet
travel companies, including Expedia, Inc., Hotels.com and TravelNow.com, Inc. County of Genesee, Michigan v. Hotels.com, L.P.,
et. al., 09-265-CZ (Circuit Court for the County of Ingham, Michigan). The complaint alleges that the defendants have failed to
pay hotel accommodation taxes as required by county ordinance. Defendants filed a motion for summary disposition on June 29,
2009. On August 21, 2009, the court denied defendants’ motion for summary disposition. On September 9, 2010, plaintiffs filed a
motion for summary judgment.

St. Louis County, Missouri Litigation. On July 6, 2009, St. Louis County, Missouri filed an action against a number of
online travel companies, including Expedia, Hotels.com, Hotwire, and TravelNow.com, Inc. St. Louis County, Missouri v. Prestige
Travel, Inc., et. al., Case No. 09SL-CC02912 (21 Judicial Circuit Court, St. Louis County, Missouri). The complaint alleges that
the defendants have failed to
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collect and/or pay taxes under the county’s tourism and hotel tax ordinances. Plaintiff’s first amended petition was filed on
September 18, 2009. The court granted defendants’ motion to dismiss on September 8, 2010. The county has appealed.

Village of Rosemont, Illinois Litigation. On July 23, 2009, Rosemont, Illinois filed an action against a number of online
travel companies including Expedia, Inc., Hotels.com and Hotwire. Village of Rosemont, Illinois v. Priceline.com, Incorporated, et
al. 1:09-¢v-04438 (U.S. District Court for the Northern District of IHlinois). The complaint alleges that defendants have failed to
collect and/or pay taxes under the city’s hotel tax ordinances. Defendants’ motion to dismiss the village’s claims for unjust
enrichment and conversion was granted on February 25, 2010.

Palm Beach County, Florida Litigation.  On July 30, 2009, Palm Beach County, Florida filed an action against a number of
online travel companies including Expedia, TravelNow.com, Hotels.com, IAC/Interactive Corp. and Hotwire. Anne Gannon, in
her capacity as Palm Beach County Tax Collector, on behalf of Palm Beach County v. Hotels.com, L.P., et al., 50 2009 CA
025919 MB (Circuit Court of the 15% Judicial Circuit in and for Palm Beach County, Florida). The complaint alleges that
defendants have failed to collect and/or pay taxes under the county’s tourist development tax ordinances. Plaintiff served an
amended complaint on December 1, 2009, Trial is scheduled for October 11, 2011.

Lawrence County, Pennsylvania Litigation.  On September 8, 2009, the county of Lawrence, Pennsylvania filed an action
against a number of online travel companies including Expedia, Inc., Hotels.com, Hotwire, and Travelnow.com, Inc. County of
Lawrence, Pennsylvania v. Hotels.com, L.P., et al., Civil Action No. 2:09-c¢v-01219-GLL (U.S. District Court for the Western
District of Pennsylvania). The complaint alleges that defendants have failed to collect and/or pay taxes under state and municipal

hotel occupancy tax codes and alleges conversion and equitable claims. The court granted defendants’ motion to dismiss on
October 25, 2010 and the county has appealed.

Brevard County, Florida Litigation. On October 2, 2009, Brevard County Florida filed an action against a number of online
travel companies, including Expedia, Inc., Hotels.com, and Hotwire. Brevard County, Florida v. Priceline.com Inc., et. al. 6:09-
CV-1695-ORC-31JGK (U.S. District Court for the Middle District of Florida, Orlando Division). The complaint alleges that
defendants have failed to collect and/or pay taxes under the county’s tourist development tax ordinances. The parties agreed to a
settlement in principle in January 2011 and the case was dismissed on Januvary 12, 2011.

Pine Bluff, Avkansas Litigation. On September 25, 2009, Pine Bluff Advertising and Promotion Commission and Jefferson
County filed a class action against a number of online travel companies, including Expedia, Inc., Hotels.com, and Hotwire. Pine
Bluff Advertising and Promotion Commission, Jefferson County, Arkansas, and others similarly situated v. Hotels.com LP, et. al.
CV-2009-946-5 (In the Circuit Court of Jefferson, Arkansas). The complaint alleges that defendants have failed to collect and/or
pay taxes under hotel tax occupancy ordinances. The court denied defendants” motion to dismiss.

Leon County, Florida et. al. Litigation. On November 3, 2009, Leon County and a number of other counties in Florida filed
an action against a number of online travel companies, including Expedia, Inc., Hotels.com, TravelNow.com and Hotwire. Leon
County, et. al. v. Expedia, Inc., et. al, Case No: 2009CA4319 (Circuit Court of the Second Judicial Circuit, Leon County, Florida).
The complaint alleges that defendants have failed to collect and/or pay taxes under the county’s tourist development tax
ordinances. Flagler, Alachua, Nassau, Okaloosa, Seminole, Pasco, Pinellas, Hillshorough, Lee, Charlotte, Escambia, Manatee,
Saint Johns, Polk, Walton and Wakulla counties have been added as plaintiffs.

Leon County v, Expedia, Inc., Florida Department of Revenue Litigation, et al Litigation.  On December 14, 2009, Leon
County filed an action against a number of online travel companies and the State of Florida Department of Revenue for recovery
of state taxes for hote! occupancy. Leon County v. Expedia, Inc., et al., Case No. 2009CA4882 (Circuit Court of the Second
Judicial Circuit, Leon County, Florida). Leon County has sued the online travel companies and the Florida State Department of
Revenue for failure to collect state hotel occupancy taxes. This case was originally filed in federal court on July 27, 2006 and
voluntarily dismissed on February 23, 2007. The court denied defendants” motion to dismiss.
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City of Birmingham, Alabama Litigation.  The city of Birmingham, Alabama and eight other cities in Alabama, along with
the Birmingham-Jefferson Civil Center Authority, have brought suit against a number of online travel companies. City of
Birmingham, et al. v. Orbitz, et al., Case No. CV200903607 (Circuit Court of Jefferson County, Alabama). The complaint alleges
that defendants have failed to collect and/or pay taxes under local lodging tax codes. On April 1, 2010, the court denied

defendants” motion to dismiss, but expressed its preliminary conclusion that the city’s lodging taxes do not apply to defendants’
services.

Florida Attorney General Litigation.  On November 3, 2009, the Florida Attorney General announced a suit against
Expedia, Inc. and Orbitz, Inc. State of Florida, Office of the Attorney General, Department of Legal Affairs v. Expedia, Inc., et al.,
Case No. 2009 CA (Circuit Court for the Second Judicial Circuit, Leon County, Florida). The complaint includes one cause of
action for hotel occupancy taxes under the Florida Deceptive and Unfair Trade Practices Act. In November 2010, the complaint
was amended to include other online travel companies. The complaint has not been served.

ity of Philadelphia Litigation. The city of Philadelphia appealed the administrative decision by its Tax Review Board
holding that Expedia is not obligated to pay hotel occupancy taxes. The Appeal of the City of Philadelphia, Pennsylvania v. Tax
Review Board, Case Nos. 00764 and 00363 (Court of Common Pleas of Philadelphia County, First Judicial District). On

January 14, 2011, the court of common pleas held in favor of Expedia that taxes are not due on their services, and denied the city’s
appeal.

City of Santa Monica, California v. Expedia, Inc, et al., Case No. 108568 (Superior Court of the State of California, County
of Los Angeles, West District). On June 25, 2010, the city of Santa Monica brought suit against a number of internet travel
companies, including Hotels.com, Expedia and Hotwire. The city claims that interet travel companies act as independent,
nonexclusive sales agents for hotels and thus are obligated to collect and remit occupancy tax on their services. The complaint
includes claims for conversion, declaratory relief, violations of California Civil Code § 2223, violations of California Civil Code §
2224, imposition of a constructive trust, declaratory relief regarding application of the step transaction doctrine, and Hability as
agents under California Civil Code §§ 2343, 2344. This case is consolidated in the Superior Court of the State of California, Los
Angeles with the pending claims by the City of Anaheim, San Francisco, San Diego and Los Angeles. The Expedia companies
were required to pay the approximately $3 million tax assessments to defend against the city’s complaint. Defendant’s demurrer to
the City’s complaint is pending before the court.

Town of Hilton Head Island, South Carolina Litigation. On April 2, 2010, the town of Hilton Head filed suit against a
number of internet travel companies, including Hotels.com, Expedia and Hotwire. Town of Hilton Head, South Carolina v.
Hotels.com, et al, Case No. 2010-CP-07-1544 (Court of Comumon Pleas, County of Beaufort). The Town of Hilton Head claims
that defendants have failed to collect, or collected and failed to remit or pay, beach preservation fees and local accommodation
taxes. The complaint includes claims for violation of the local accommodations tax ordinance, conversion, imposition of a trust
and/or constructive trust, unjust enrichment, demand for legal accounting, unfair trade practices, and civil conspiracy.

Baltimore County, Maryland Litigation. On May 3, 2010, Baltimore County filed suit against a number of internet travel
companies, including Hotels.com, Expedia and Hotwire. Baltimore County v, Priceline.com, Inc., et al., Case No. MIG10CV1104
(United States District Court, District of Maryland, Northern Division). The complaint alleges that the defendants have failed to
pay county hotel occupancy taxes as required by municipal ordinance. The complaint includes claims for declaratory judgment,

violation of the tax code, conversion, injunctive relief, unjust enrichment/assumpsit, imposition of a constructive trust and
damages.

Hamilton County, Ohio Litigation. On August 23, 2010, the counties of Hamilton, Cuyahoga, and Erie brought suit against
a number of online travel companies, including Hotels.com, Expedia and Hotwire, Hamilton County v. Hotels.com, et. al, Case
No. A 1007729 (Court of Commeon Pleas, Hamilton County). The counties claim that the online travel companies have failed to
remit occupancy taxes. Plaintiffs assert claims for violation of the counties’ transient occupancy taxes, unjust enrichment, money
had and received, conversion, constructive trust, breach of contract, declaratory judgiment and damages.

State of Oklahoma Litigation.  On November 2, 2010, the state of Oklahoma filed suit against a number of online travel
companies, including Hotels.com, Expedia and Hotwire. State of Oklahoma v. Priceline.com, Inc., et al.,
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Case No. CJ-2010-8952 (In the District Court of Oklahoma, State of Oklahoma). The complaint includes claims for declaratory
judgment, right of action for sales tax owed, injunctive relief and damages. The complaint seeks unspecified damages. Defendants
have moved to dismiss the complaint.

State of Montana Litigation. On November 8, 2010, the state of Montana filed suit against a number of online travel
companies, including Hotels.com, Expedia and Hotwire. State of Montana Department of Revenue v. Priceline.com, Inc., et al,
Case No. CD-2010-1056 (Montana First Judicial District, Lewis and Clark County). The complaint includes claims for declaratory
relief, injunctive relief, violation of the Lodging Facility Use Tax Statute, violation of the Lodging Facility Sales and Use Tax
Statute, violation of the Rental Vehicle Sales and Use Tax, conversion, unjust enrichment, imposition of a constructive trust, and
damages. The complaint seeks unspecified damages. On January 31, 2011, defendants brought a motion to dismiss.

Montgomery County, Maryland Litigation. On December 21, 2010, Montgomery County filed suit against a mumber of
online travel companies, including Hotels.com, Expedia and Hotwire. Montgomery County, Maryland v. Priceline.com, Inc., et al.,
Case No. 8:10-cv-03558-AW (United States District Court for the Northern District of Maryland, Northern Division). The
complaint includes claims for declaratory judgment, injunctive relief, violation of Montgomery County’s Transient Occupancy
Tax Code, conversion, unjust enrichment/assumpsit, imposition of a constructive trust, and damages. The complaint seeks
recovery of unspecific damages. Defendants have not been served.

Notices of Audit or Tax Assessments

At various times, the Company has also received notices of audit, or tax assessments from municipalities and other taxing
jurisdictions concerning our possible obligations with respect to state and local hotel occupancy or related taxes, The states of
South Carolina, Texas, Pennsylvania, Florida, Georgia, Indiana, New Mexico, New York, West Virginia, Wisconsin, Kansas,
Colorado, Wyoming, Alabama, Montana, Louisiana, Ohio and Hawaii; the counties of Miami-Dade, Broward, Duvall, Palm Beach
and Brevard, Florida; the cities of Alpharetta, Atlanta, Augusta, Cartersville, Cedartown, College Park, Columbus, Dalton, East
Point, Hartwell, Macon, Richmond, Rockmart, Rome, Tybee Island and Warmer Robing, Georgia; the counties of Cobb, DeKalb,
Fulton, Clayton, Hart, Chatham and Gwinnett, Georgia; the cities of Los Angeles, San Diego, San Francisco, Anaheim, West
Hollywood, South Lake Tahoe, Palm Springs, Monterey, Sacramento, Long Beach, Napa, Newport Beach, Oakland, Irvine,
Fresno, La Quinta, Dana Point, Laguna Beach, Riverside, Fureka, La Palma, Twenty-nine Palms, Laguna Hills, Garden Grove,
Corte Madera, Santa Rosa, Manhattan Beach, Huntington Beach, Ojai, Orange, Sacramento, Sunnyvale, Truckee, Walnut Creek,
Bakerstield, Carlsbad, Carson, Cypress, San Bruno, Lompoc, Mammoth Lake, Palin Springs, San Jose, Santa Barbara, Santa
Monica Bishop, Buena Park, Milpitas, Palmdale, Santa Rosa, and Pasadena, California; the county of Monterey, California; the
cities of Phoenix, Scottsdale, Tucson, Peoria, Apache Junction, Avondale, Chandler, Glendale, Flagstaff, Mesa, Nogales, Prescott
and Tempe, Arizona, Santa Fe, New Mexico; undisclosed cities in Alabama; Jefferson County, Arkansas; the city of North Little
Rock, Arkansas; the cities of Chicago and Rosemont, Iilinois; the cities of New Orleans and Lafayette Parish, Louisiana; the city
of Baltimore, Maryland, the county of Montgomery, Maryland; New York City; Suffolk County, New York; the counties of
Mecklenburg, Brunswick and Stanley, North Carolina; Hilton Head, South Carolina, the city of Philadelphia, Pennsylvania;
Lawrence County, Pennsylvania; the city of Madison, Wisconsin; the cities of Denver and Colorado Springs Colorado, the
counties of Salt Lake, Weber, Davis and Summit, Utah; Osceola, Florida and St. Louis County, Missouri, among others, have
begun or attempted to pursue formal or informal audits or administrative procedures, or stated that they may assert claims against
us relating to allegedly unpaid state or local hotel occupancy or related taxes.

The Company believes that the claims in all of the above proceedings relating to hotel occupancy taxes lack merit and will
continue to defend vigorously against them.
Actions Filed by Expedia

New York City Litigation.  On December 21, 2009, Expedia, Hotels.com, Hotwire and other online travel companies
brought suit against the city of New York Department of Finance and the city of New York, The
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complaint assetts two claims for declaratory judgment challenging the constitutionality and legality of the law relating to New
York City hotel room occupancy taxes passed on June 29, 2009. The City of New York’s motion to dismiss the online travel

companies’ claim that the city’s newly-enacted ordinance exceeds the scope of its taxing authority has been granted. Plaintiffs
filed a notice of appeal on December 6, 2010.

Broward County, Florida Litigation. On January 12, 2009, Expedia, Hotels.com, and Hotwire filed separate actions against
Broward County, Florida and the Florida Department of Revenue. Expedia, Inc. et al. v. Broward County Florida, et. al., Case
Nos., 37 2009 CA 000131, 37 2009 CA 000129, and 37 2009 000128 (Second Judicial Circuit Court, State of Florida, Leon
County). The complaints contest the assessments against plaintiffs on the grounds that plaintiffs are not subject to the tourist
development tax, among other claims. Defendants answered and asserted counterclaims on February 2, 2009. Plaintiffs’ motion to
dismiss defendants’ counterclaims is pending. On May 13, 2009, the court consolidated all cases for all purposes except trial on
any of Broward County’s counterclaims.

Indiana State Sales Tax and County Innkeeper Tax Assessments.  On March 2, 2009, Travelscape, LLC (“Travelscape”),
Hotels.com and Hotwire filed petitions in Indiana Tax Court appealing the final determination of the Indiana State Department of
Revenue and seeking to enjoin the collection of the tax. Travelscape, LLC v. Indiana State Department of Revenue, Cause
No. 49T10-0903-TA-11; Hotels.com LP v. Indiana State Department of Revenue, Cause No. 49T10-0903-TA-13,; Hotwire, Inc. v.
Indiana State Department of Revenue, Cause No. 49T10-0903-TA-12.

Miami-Dade County, Florida Litigation.  On December 18, 2009, Expedia, Inc., Hotwite and Hotels.com brought suit
against Miami-Dade for refund of hotel occupancy taxes assessed against the companies. Expedia, Inc. v. Miami-Dade County,
Florida and Florida Department of Revenue, Cause No. 09CA4978 (In the Circuit Court of the Second Judicial Circuit in and for
Leon County); Hotwire, Inc. v. Miami-Dade County, Cause No. 09CA4977 (In the Circuit Court of the Second Judicial Circuit in
and for Leon County); Hotels.com, L.P. v. Miami-Dade County, Florida and Florida Department of Revenue, Cause
No. 09CA4979 (In the Circuit Court of the Second Judicial Circuit in and for Leon County). The companies moved to dismiss
Miami-Dade’s counterclaims. These cases have been consolidated with the cases brought by other online travel companies for
refund of hotel occupancy taxes. Miami-Dade County’s claims were settled as a part of the Monroe class action settlement.

South Carolina Litigation.  On March 16, 2009, Travelscape, LLC filed a notice of appeal in the South Carolina Court of
Appeals appealing the Administrative Law Court’s order of February 13, 2009 relating to the South Carolina Department of
Revenue’s assessment of sales and accomumodations taxes. Travelscape, LLC v, South Carolina Department of Revenue, 2008-
ALJ-17-0076-CC (State of South Carolina Court of Appeals). The Supreme Court of South Carolina took consideration of this
appeal and on Januvary 19, 2011 ruled that taxes are due on Travelscape’s revenue.

Pennsylvania Board of Finance and Revenue Litigation.  On December 3, 2010, Expedia, Hotels.com and Hotwire filed a
petition in the Commonwealth Court of Pennsylvania challenging the Pennsylvania Board of Finance and Revenue’s finding that
they are liable for state and local hotel taxes. Hotels.com, L.P. v. Commonwealth of Pennsylvania, Case No. 875 F&R 2010 (In the
Commonwealth Court of Pennsylvania); Travelscape, LLC v. Commonwealth of Pennsylvania, Case No. 874 F&R 2010 (In the

Commonwealth Court of Pennsylvania), Hotwire, Inc. v. Commonwealth of Pennsylvania, Case No. 876 F&R 2010 (In the
Commonwealth Court of Pennsylvania).

Osceola, Florida Litigation. On January 24, 2011, Expedia, Hotels.com and Hotwire, along with other online travel
companies, filed complaints against Oscecla County, Florida and the Florida Department of Revenue challenging the county’s
assessment of taxes. Expedia, Inc. v, Osceola, Florida and Flovida Department of Revenue, Case No. 2011 CA 000206 (In the
Cireuit Court of the Second Judicial Circuit, Leon County); Hotels.com, L.P. v. Osceola, Florida and Florida Department of
Revenue, Case No. 2011 CA 000196 (In the Circuit Court of the Second Judicial Circuit, Leon County); Hotwire, Inc. v. Osceola,
Florida and Florida Departinent of Revenue, Case No. 2011 CA 000202 (In the Circuit Court of the Second Judicial Circuit, Leon
County). The online travel companies have asserted claims that they are not subject to the county tax ordinance,
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Commerce Clause violation, due process, breach of confidentiality, fundamental bias of assessment, and Internet Tax Freedom Act
and Supremacy Clause violation.

Expedia Insurance Litigation. On November 29, 2010, Expedia, Hotels.com and Hotwire brought suit in state court in
Washington against a number of their insurers seeking recovery for occupancy tax cases. Expedia, Inc. et al. v. Steadfast Insurance
Company, et al. Case No. 10-2-41017-1 (King County Superior Court).

State of North Carolina Litigation. In February 2011, Travelscape, Hotels.com and Hotwire, along with other online travel
companies, brought suit in state court in North Carolina challenging the state of North Carolina’s amended sales tax statute that
seeks to tax the revenue generated from the services provided by the online travel companies. Ortbitz, LLC, et al. v. State of North

_arolina, Case No. 11CV001857 (In the General Court of Justice, Superior Court Division). The complaint includes claims for
violation of the Internet Tax Freedom Act, unconstitutional impatrment of contracts, violation of the Commerce Clause, violation
of state uniformity clause and federal equal protection, and void for vagueness.

Part 1L Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

Our common stock is quoted on the NASDAQ Global Select Market under the ticker symbol “EXPE.” Our Class B common
stock is not listed and there is no established public trading market. As of January 28, 2011, there were approximately 3,943

holders of record of our common stock and the closing price of our common stock was $24.98 on NASDAQ. As of January 28,
2011, all of our Class B common stock was held by a subsidiary of Liberty.

The following table sets forth the intra-day high and low prices per share for our common stock during the periods indicated:

High Low
Year ended December 31, 2010
Fourth Quarter $29.50 $24.84
Third Quarter 29.85 18.30
Second Quarter 26.09 18.69
First Quarter 26.03 20.17
High Low
Year ended December 31, 2009
Fourth Quarter $27.51 $21.95
Third Quarter 25.62 13.52
Second Quarter 17.65 8.82
First Quarter 10.35 6.31
Dividend Policy
In 2010, the Executive Committee, acting on behalf of the Board of Directors, declared the following dividends:
Dividend Total Amount
Declaration Date Per Share Record Date (in thousands) Payment Date
February 10, 2010 $ 007 March 11,2010 $ 20,220 March 31, 2010
April 27, 2010 0.07 May 27,2010 19,902 June 17,2010
July 26, 2010 0.07 August 26, 2010 19,703 September 16, 2010
October 25, 2010 0.07 November 18, 2010 19,251 December 9,2010
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SURPLUS LINES INSURANCE COMPANY,

| corporation,

1IN TH'E SUPERIOR COURT FOR THE STATE OF WASHINGTON
IN AND FOR KING COUNTY

EXPEDIA, INC., a Washington corporation; No. 10-2-41017-1 SEA
EXPEDIA, INC., a Delaware corporation;
HOTELS.COM, L.P., a Texas Limited Liability | JPROPOSED]
Partnership; HOTELS.COM, GP, LLC, a Texas _ ,
Limited Liability Company; HOTWIRE, INC., | ORDER GRANTING DEFENDANTS |
a Delaware corporation; TRAVELSCAPE, a STEADFAST INSURANCE COMPANY
Nevada Limited Liability Company, AND ZURICH AMERICAN INSURANCE
COMPANY'S MOTION TO COMPEL
- . Plaintiffs, '
Vs, .
: - - CLERK’S ACTION REQUIRED
STEADFAST INSURANCE COMPANY, a ' '
Delaware corporation, ZURICH AMERICAN' |-
INSURANCE COMPANY, a New York
corporation; ROYAL & SUN ALLIANCE, a
foreign corporation; ARROWPOINT CAPITAL
CORP., a Delaware corporation; ARROWOOD |

a Delaware corporation; ARROWOOD
INDEMNITY COMPANY, a Delaware

Defendants.

THIS MATTER came before the Court on Defendants Steadfast Insurance Company
and Zurich American Insurance Company’s Motion to Compel Discovery: , The Court has

considered the pleadings herein, including:

ORDER GRANTING DEFENDANTS STEADFAST INSURANCE COMPANY FORSBERG & UMLAUF, P.S,

AND ZURICH AMERICAN INSURANCE COMPANY'S MOTION TO COMPEL ATTORNEYS AT LAW

- PAGE 1 901 FIFTH AVENUE » SUITE 1400

N SEATTLE, WASHINGTON 98164-2050
(206) 689-8500 » (206) 689-8501 FAX
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1. Defendants Steadfast Insurance Company and Zurich American Insurance
Company’s Motion to Compel Discovery, including the Declaration of Joanne L. Zimolzak
and attached exhibits;

2. Plaintiffs’ Response to Motion to Compel Discovery;

3. Declaration of Robert Dzielak in Suppott of Expedia’s Response to Motion to
Compel Discovery; |

4. Declaration’of Mark S. Parris:in Suppor,t'of;E;;pcdia’s Response to Motion to
Compel Discovery with attached exhibit; and |

5. Defendants Steadfast Insurance Company’s and Zurich American Insurance
Company’s Reply in Further Support of Motion to Compel, including the Supplemental
Declaration of Joanne L. Zimolzak and attached exhibits,

NOW THEREFORE it is hereby ORDERED that Defendants Steadfast Insurance
Company and Zurich American Insurance Company’s Motion to Compel is GRANTED; and

IT IS ORDERED that Plaintiffs shall provide Steadfast Insurance Company and
Zurich American Insurance Company with complete answers and responses, or a privilege log
for any documents claimed to be privileged or subject to the work-product doctrine, to the

following discovery requests within ten calendar days of this Order:

e Interrogatory Nos. 4,5, 47, 8,17, 20 and 21j ond G (cc, )
o Request for Production Nos. 1, 6, g29, 33,34, 35, 36,37 and 39:

- »*2’7/ day of March 2012.

DONE this
:ﬁ(y\ Lo '\‘() ‘}\V"W’l )mo‘(- avnOun"‘PS

AR S%mr‘& W\(@ I"% \
1 aom l «3\011 Tudge KIMBERL ¥ PROCHNAU

TR s
:.m«“ma,s é% g, 35‘ 39 ke Suljech WP’U;\/Z{/‘(!’WQW

ORDER GRANTING DEPENDANTS STEADFAST INSURANCE COMPANY FORSBERG & UMLAUF, P.S,
AND ZURICH AMERICAN INSURANCE COMPANY'S MOTION TO COMPEL ATTORNEYS AT LAW
—PAGE?2 901 FIFTH AVENUE e SUITE 1400
SEATTLE, WASHINGTON 98164-2050
(206) 689-8500  (206) 689-8501 FAX
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| certify that | have mai\ed/e—maﬂed
PRESENTED BY: a copy of this ordg to all parties.

Date,

FORSBERG & UMLAUF, P.S, signature:\

| B;: %[AM /ﬁ?éé__w

Michael P. Hooks, WSBA #24153
Attorneys for Defendants Steadfast
Insurance Company and Zutich
American Insurance Company

MCKENNA LONG & ALDRIDGE, LLP

Ny .

J. Randolph Evans, Georgia Bar #252336
Joanne L. Zimolzak, DC Bar #452035
(admitted pro hac vice)

Attorneys for Defendants

Steadfast Insurance Company and

Zurich American Insurance Company

Approved as to form; presentation waived:
ORRICK & HERRINGTON
By:

" Mark S, Parris, WSBA #13870
Attorneys for Plaintiffs

THORSRUD CANE & PAULICH

By: .
Russell C. Love, WSBA #8941
Attorneys for Defendants
Arrowood Indemnity Company

ORDER GRANTING DEFENDANTS STEADFAST INSURANCE COMPANY
AND ZURICH AMERICAN INSURANCE COMPANY'S MOTION TO COMPEL
—PAGE 3
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" Albany

® \cKenna Long ®
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July 12, 2012

Via EMAIL

Mark S. Parris

Orrick, Herrington & Sutcliffe LLP
701 Fifth Avenue

Suite 5600

Seattle, WA 98104-7097

Re:  Expedia, Inc., et al. v. Steadfast Insurance Co., et al.

Dear Mark:

Consistent with the Court’s direction and the parties’ recent stipulated order concerning
the case schedule, the parties are required to confer and report back to the court within the next
two weeks or so with a proposal addressing the prospective case schedule. Zurich’s review and
analysis of the Court’s June 15, 2012 ruling is ongoing, as I expect is the case on Expedia’s end.
It is clear to Zurich, however, that the parties appropriately may proceed with various activities.
Mindful of our timing issues, certain of these are outlined below.

1. Deposition of Melissa Maher: Zurich seeks to depose Ms. Maher concerning the
contents of her declarations, submitted by Expedia in support of its summary judgment-related
briefing in this case. As Expedia affirmatively prepared and submitted Ms. Maher’s declarations
into the case record, presumably Expedia has no objection to the proposed deposition. Please
advise when Ms, Maher will next be available for a deposition and whether Expedia will produce
Ms. Maher in Seattle or Las Vegas.

2. Late Notice: Issues relating to Zurich’s late notice defense, including when
Expedia provided notice to Zurich regarding the underlying actions and Expedia’s defense of the
underlying actions, do not overlap with the issues being pressed by the underlying plaintiffs.
Accordingly, it is Zurich’s position that discovery regarding these issues may proceed.
Depositions regarding these issues previously were noticed by both parties, and complete
responses to certain of Zurich’s document requests directed to these issues remain outstanding.'

!'To date, Expedia has provided a summary of its underlying defense expenses and certain settlement-related
information but has not provided more detailed information about its defense of the underlying actions, including,
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Please let me know when you are available to discuss a schedule for proceeding with this
discovery.

3. Filing Dates / Communications With Taxing Authorities: The Court ruled that
requests for information concerning what Expedia knew about its potential tax liability to the
underlying plaintiffs and when Expedia knew it overlaps with the issues in the underlying
actions. The dates on which tax-related lawsuits and audits were initiated by underlying
plaintiffs against Expedia and Expedia’s pre-suit or pre-audit communications with underlying
plaintiffs, however, are already known to the underlying plaintiffs. Thus, there would seem to be

‘no problem with Expedia providing such information to Zurich in the coverage action; indeed,

Expedia already has done so with respect to many of the 58 underlying actions identified in
Expedia’s pleadings.

Expedia has taken the position that information about the dates on which tax-related
cases and audits were initiated by taxing authorities other than those involved with the 58
underlying actions identified in Expedia’s pleadings in this case (as well as Expedia’s related
pre-suit or pre-audit communications with such authorities) is not discoverable, citing relevance
grounds, Zurich disagrees with this position, which is at odds with Washington standards
concerning what is considered “relevant” in discovery, and is prepared to move to compel the
production of the referenced information. Moving forward in this manner is consistent with the
Court’s directive that the parties should note any disagreements about the potential “overlap” of
discovery for a hearing. Please let me know if Expedia is willing to provide the requested
information or if Zurich should proceed with seeking the Court’s guidance on this point.

4. Pending Motions to Seal: The Court specifically requested that the parties confer
about the pending motions to seal and suggest procedures to ensure that the appropriate, redacted
versions end up in the clerk’s files. Zurich is amenable to the Court’s suggestion that
representatives from each party work directly with the Court to make this happen (presumably by
identifying the documents on site and supervising their further processing).

In light of the upcoming deadline to provide a revised scheduling proposal to the Court,
please give me a call to discuss these matters at your earliest convenience. 1 have some
availability on each of the following dates: July 13, 16, 17, 18.

e.g., any offers by taxing authorities to forgive Expedia’s past tax obligations in exchange for prospective
compliance,
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g /f’l
Joanne L., Zitfiolzak

ce: Michael P. Hooks
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IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON

IN AND FOR THE COUNTY OF KING
EXPEDIA, INC, A WASHINGTON )
CORPORATION; EXPEDIA INC., A - )

DELAWARE CORPORATION; HOTEL.COM, )
L.P., A TEXAS LIMITED LIABILITY )
PARTNERSHIP; HOTELS.COM, GP, LLC, )
A TEXAS LIMITED LIABILITY COMPANY;)
HOTWIRE, INC., A DELAWARE )
CORPORATION; TRAVELSCAPE,A NEVADA )
LIMITED LIABILITY COMPANY, )
PLAINTIFFS, : ) CASE NO,
)
)
)
)
)
)
)
)
)

VERSUS ,
STEADFAST INSURANCE COMPANY, A
DELAWARE CORPORATION; ZURICH
AMERICAN INSURANCE COMPANY, A NEW
YORK CORPORATION; ARROWOOD
INDEMNITY COMPANY, A DELAWARE
CORPORATION,

10-2-41017-1SEA

DEFENDANTS .,

e e e e e v v e e s e s e i) M ML s bkt e b S M o e b e T M e o e Gl e e e o T G et e Saan

KING COUNTY COURTHOUSE
SEATTLE, WASHINGTON

DATED: JANUARY 13, 2012

A PPEARANTCE S:

FOR THE PLAINTIFFS:

BY: MARK PARRIS, ESQ.,
- PAUL RUGANTI, ESQ.,

FPOR THE DEFENDANTS:

Zurich American and Steadfast
BY: MIKE HOCOKS, ESQ.,
JOANNE ZIMOLZAK, ESQ.
RANDY EVANS, ESQ., Pro Hace Vice

Arrowood Indemnity Company:
BY: RUSSELL LOVE, ESQ.

Dolores A. Rawlins, FERplei&i ARRRIQIFicial Court Reporter, 206-296-9171
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omissions, because the policy doesn't apply to any
claim. He makes a claim. There is no defense
obligation. That is different than the liability.

The same with the pollution exclusion. The
policy does not apply to any loss costs or expense

arising out of any claim or suit by or on behalf.

Again, Your Honor, the policies -- the
plain language says that -- even beyond that, Your
Honor. I think what is important to keep in mind is

our underlying lawsuits are not solely about a willful
violation of the statute.

Again, no courthouse found that Expedia
willfully violates the statute. Each and every one of
those cases, the plaintiff can prevail in each and
every one of those cases, based on Expedia's negligent
act, error or emission, That 1s the key point, so
long as there is any possibility that Expedia can be
held liable for its negligent act, error or omission,
coverage kicks in.

THE COURT: But what is the theory under
which the plaintiff would prevail upon a negligent
act?

You told me before they don't, of course,
have to prove the intent of Expedia. But what is a

scenario under which one would conclude that it was

Dolores A. Rawlins, g%@ﬁagﬁﬁﬂA%§Eﬁ6€¥ﬁcial Court Reporter, 206-296-9171




<14z

14:

14:

14:

14:

14:

14:

14:

14:

14:

14;

14:

g

14:

14:;

14:

14:

14:

14:

14:

14:

14:

14:

14:

54:
54:
54:
54:
54:“
54:
54:
55:
55:
55:
551
551
551
55:
55:
55¢
55:
55:
55:
55
55:
55:
55:
55:

:55:

38

40

44

51

55

56

58

01

02

04

06

09

12

15

17

20

21

25

30

34

37

39

41

45

46

10

11

12}
13}

14 |

15

16

17

18 |

19

20
21
22
23
24

25

58

not purposeful?

It was not a conscious business decision of
Expedia to not remit the amounts of monies that the
municipalities claim that they are owed, but it was
rather inadvertent.

MR. PARRIS: Any number of ways, Your Honor.
First of all, because the plaintiffs don't assert that
there i1s anything like that.

We automatically come within that, if there
is any possibility any way -- there is a variety of
ways, again, Your Honor, in which the activity could
be the resulé of negligent or erroneous conduct.

For example, you could have a scenario that
the rate that was passed along by the hotel to the
Expedia was an incorrect rate. They applied the
incorrect rate,

It could be a situation where they did --
Expedia didn't update its web site properly to track
rate changes or otherwise. It could be a situation
where they viewed and read the words and
misinterpreted what the effect of those words are.

Again, there is any number of ways, but the
key, Your Honor, is that they are not required to
establish what that act is.

All that needs happen is that there is a

Dolores A. Rawlins, ﬁ%ﬂﬂmﬁﬁﬁlA%§Eﬂ6f¥icial Court Reporter, 206-2386-9171
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possibility that Expedia can be held liable for
something short of an excluded conduct.

In this situation, again, Your Honor,
setting aside on the liability versus defense
exclusion, they are not being assailed for solely
willful violation of a statute.

THE COURT: How much time does he have?

THE CLERK: He has used about 31 minutes.

THE COURT: All right.

MR. PARRIS: I have a bit to go then, Your
Honor.

Let me turn to the -- actually, before I go
there, I was going to show a couple example complaints
and walk through that, Your Honor. But before that,
let me talk a little bit about some of the cases,.

Actually, in my mind the cases that are
most relevant, as you know, there are about 200 cases
that you have been asked to review. We apologize for
that.

Of those 200 cases, Your Honor, the cases
that are most like us are the RESPA cases, PMI and
Burnett, where the entities involved in real estate
transactions can be exposed to liability under RESPA
for failure to meet RESPA's requirements, even 1f the

failure is negligent or innocent or unintentional.

Dolores A. Rawlins, fﬁﬁeiew,mwgﬁd%fgéicial Court Reporter, 206-296-8171
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The Honorable Kimberley Prochnau

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
FOR KING COUNTY

EXPEDIA, INC,, a Washington
Corporation; EXPEDIA, INC,, a
Delaware Corporation; HOTELS.COM,
L.P., a Texas Limited Liability
Partnership; HOTELS.COM, GP, LLC,
a Texas Limited Liability Company;
HOTWIRE, INC,, a Delaware
Corporation, TRAVELSCAPE, a
Nevada Lirmited Liability Company,

Plaintiffs,
v.

STEADFAST INSURANCE
COMPANY, a Delaware Corporation;
ZURICH AMERICAN INSURANCE
COMPANY, a New York Corporation;
ROYAL & SUN ALLIANCE, a Foreign
Corporation; ARROWPOINT
CAPITAL CORP., a Delaware
Corporation; ARROWOOD SURPLUS
LINES INSURANCE COMPANY, a
Delaware Corporation; ARROWOOD
INDEMNITY COMPANY, a Delaware
Corporation,

Defendants.

Case No. 10-2-41017-1 SEA
LI 6
[PROPOSED] ORDER GRANERVEH
PLAINTIFFS’ MOTION FOR
CERTIFICATION AND STAY PENDING
DISCRETIONARY REVIEW

ORIGINAL

[PROPOGSED] ORDER GREIPPING MOT. FOR

CERTIFICATION AND STAY: NO. 10-2-41017-1

Orrick Herrington & Sutcliffe LLP
701 6th Avenue, Suite 5600
Sealtle, Washington 08104-7007
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This matter comes before the Court on Plaintiffs’ Motion for Certification and Stay
Pending Discretionary Review. The Court considered the following:

1. Plaintiffs’ Motion for Certification and Stay Pending Discretionary Review;

2, Declaration of Mark Parris in Support of Moiion for Certification and Stay
Pending Discretionary Review;

3. Any response filed in opposition to Plaintiffs’ Motion for Certification and Stay
Pending Discretionary Review and any declarations and exhibits in support of such opposition;

4, Any reply in support of Plaintiffs’ Motion for Certification and Stay Pending
Discretionary Review and any declarations and exhibits in support of such reply.

IT IS HEREBY ORDERED that Plaintiffs’ Motion for Certification and Stay Pending
Discretionary Review is Glodea1), ;ﬁdfz//ffao

1ff acesgdance with RAP-Z3(b)(4), e Court certifies that the Orderse Plaintiffs’ Mqtion
to Set Summa;*y udgment Hearing Date and fbr Protective Order/fentered by th Clerk on
August 22, 2012/ involves al controlling question of law as to whych there is substhntial ground for
a difference of ¢pinion and that immediate refiew of the Order npay materially advance the
ultimate termihation of the Htigation.

All fyrther proceedirjgs before this Court are stayed pending a decision/by the Court o
Appeals whkther to grant Plaintifts’ motion for discretionary péview, which wil be filed in

accordance Vith the deaddnes provided by the Cisdl Rule§ and the Rules of Appollate Procedure.

DATED 9 — 3 & -/

The Honorable Kimberley Prochnau
SUPERIOR COURT JUDGE

Presented by:
ORRICK, HERRINGTON & SUTCLIFFE LLP

s/ m

Mark 8. Parris (Bar No. 13870)

[PROPOSED)] ORDER GRANTING MOT. FOR 1 Orrick Herrington & Sutcliffe LLP
2 . . 701 5th Avenue, Suite 5600
CERTIFICATION AND STAY: NO. 10{3—%53'16%1; tgl Appendlx - 96 Seatle, Wash?;‘;gn 98104.7007

tel+1-206-839-4300
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mparris@orrick.com

Paul F. Rugani (Bar No. 38664)
prugani@orrick.com

701 Fitth Avenue, Suite 5600
Seattle, WA 98104

Telephone: (206) 839-4300
Fax: {206) 839-4301

Attorneys for Plaintiffs

{[PROPOSED] ORDER GRANTING MOT. FOR 2
CERTIFICATION AND STAY: NO. 10-2ud@A%rhal Appendis - 67

Orrick Herrington & Sutcliffe LLP
701 5th Avenue, Suite 5600
Seattle, Washington 98104-7097
tel+1-206-838-4300




