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TRAVELERS UNITED
2833 Alabama Ave SE #30736
Washington, D.C. 20020,
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V.

MGM RESORTS INTERNATIONAL, INC
3600 S Las Vegas Blvd
Las Vegas, NV 89109

Defendant.

COMPLAINT FOR VIOLATIONS OF THE
CONSUMER PROTECTION PROCEDURES ACT

Travelers United brings this action pursuant to D.C. Code § 28-3905 for injunctive relief
and statutory damages against Defendant MGM Resorts International, Inc.’s (“MGM”)
violations of the District’s Consumer Protection Procedures Act (“CPPA”), D.C. Code § 28-

3901, et seq. In support of its claims, Travelers United states as follows:

INTRODUCTION

1. This is a price deception case. For the last decade, MGM has used an unlawful trade
practice called “drip pricing” in advertising its hotel rooms whereby MGM initially hides
a portion of a hotel room’s daily rate from consumers. MGM calls this hidden portion of
the room rate a “resort fee” at all of its properties in the United States including at the
MGM National Harbor which is extremely popular with District residents. One key effect

of this price deception is that consumers shopping for a hotel room on either MGM’s



website, or an online travel agency site (“OTA”) such as Priceline or Expedia, are misled
into believing an MGM hotel room is cheaper than it actually is. MGM’s motive in
continuing this deceptive practice is pure profit. MGM has reaped hundreds of millions of
dollars over the last decade from this deceptive “drip pricing.” Travelers United brings
this action to force MGM to advertise up-front to consumers the true prices of its hotel
rooms. All mandatory fees controlled by the properties must be included in the advertised
daily room rate.

2. MGM is a hotel, lodging and entertainment corporation with its headquarters in Las
Vegas, Nevada. MGM owns and manages hotels throughout the United States and China.
MGM conducts its hotel business through various corporate entities operating under
numerous trade names.! MGM offers lodging at its hotels to District residents, including
through its online reservation website and through the websites hosted by OTAs, such as
Priceline and Expedia. These websites allow consumers to obtain information about
MGM’s hotel rooms and allow consumers to compare MGM hotel room prices to that of
other hotels as well as make hotel reservations.

3. MGM advertises and promotes its hotel rooms by advertising daily room rates on its own
website and the websites operated by OTAs. MGM’s official website and the websites
operated by the OTAs enable consumers to search for and sort prospective hotel
accommodations by price according to the daily room rate. These search functions allow
consumers, including consumers residing in the District, to compare prices among

various hotels. Many consumers, including those residing in the District, use the websites

I MGM hotels operate under at least the following trade names in the United States: MGM Grand, Skylofts at MGM
Grand, Mansion at MGM Grand, The Signature at MGM Grand, Bellagio, Aria Resort & Casino, Vdara, Excalibur,
Luxor, Mandalay Bay, Delano Las Vegas, The Mirage, New York-New York, Park MGM, Beau Rivage Resort &
Casino, Gold Strike Casino Resort, MGM Detroit, MGM Springfield, MGM National Harbor and Borgata.



operated by MGM and the OTAs to compare the price of hotel rooms offered by MGM
and other hotels and to select and book a hotel room online.

MGM charges additional mandatory fees it calls “resort fees”, which at other
establishments are sometimes referred to as “guest amenity fees”, “facility fees” or
“destination fees,” as well as other names (referred to collectively hereafter as “resort
fees”) on a daily basis for a room at many of its hotels. However, MGM does not include
these daily, mandatory fees in the room rate it advertises on its website and does not
include them in the room rate advertised by the OTAs, thereby depriving consumers of
the ability to readily ascertain and compare the actual price of a room at a MGM hotel to
the price of the hotel rooms offered by MGM’s competitors and at other MGM hotels.
Beyond this initial price deception, when consumers select a room rate and provide their
credit card and other personal information in order to book a room, MGM also represents
that the daily room rate at the hotel is less than it actually is because it does not include
the mandatory resort fee that MGM adds to the daily room charge. In all of the MGM
hotels in the United States that charge resort fees, the subtotal of the room rate is listed
without the resort fees included in the price. When a guest selects to “Learn More” a link
pops up that says the nightly rate on a specific date without the resort fee. It says “Taxes
and fees may apply,” thereby misleading consumers to believe the additional fees they
are paying are government-imposed, rather than a separate daily charge imposed by and
paid to MGM. In some instances, MGM also represents that these resort fees cover the
costs of amenities, such as wireless internet, that MGM says is complimentary even
though MGM has required the guest to pay the resort fee which it also claims pays for the

wireless internet service.



6. Hotels attached to casinos often offer free hotel rooms to encourage people to gamble in
their casino. MGM has a loyalty program called M Life Rewards that offers free hotel
rooms. These rooms are often referred to as “comped” hotel rooms. Comped hotel rooms,
also known as “comps,” are complimentary? hotel rooms given out by a hotel to
encourage guests to gamble. MGM offers comped rooms through the M life Rewards
program but it often still makes guests pay the resort fee. MGM uses misleading language
to make the guest think they are getting a complimentary room. A guest may log into
their M Life account and will see language that states “Up to 4 Comp Nights” assuming
those are for free nights. MGM would still charge this guest a resort fee of up to $45.00
plus tax per night. That amount is not mentioned on the comped offer.

7. A resort fee does not exist to provide amenities at a hotel. MGM charges a resort fee to
deceptively mislead a consumer into thinking the hotel rate is lower than the actual rate.
The amenities MGM allegedly offers for a resort fee are either obsolete or services
provided as free to others. There is no exchange of service with a resort fee. A customer
of the defendant’s is not allowed to refuse the alleged services of the resort fee in an
attempt to not pay the resort fee. Defendant forces a customer to pay the resort fee in
order receive the key to the customer’s room. The resort fee exists to deceive customers,
not to provide any services or amenities. The resort fee at some MGM hotels is more than
the advertised room rate.

8. In addition to deceiving District consumers who end up paying these deceptive rates,
District taxpayers pay for these resort fees even if they do not ever travel. From May 18 —

22,2019, the Mayor and many members of the D.C. Council went to Las Vegas, Nevada

2 Complimentary is defined by Merriam-Webster as “given free as a courtesy or favor.”



for a convention of the International Council of Shopping Centers.” This is “the world’s
largest global gathering of retail real estate professionals.”* Attending the event is
important to building more development and particularly grocery stores in areas that
deeply need access to food in their neighborhood. The DC Councilmember who
represents Ward 8, the Ward with the lowest amount of grocery stores per person in the
District,” stayed at the MGM Grand Hotel & Casino in Las Vegas. His legislative director
also stayed at the hotel in another room. Their two rooms came to a total of $2,476.46
which was organized in advance by a travel company helping them book these
reservations. The resort fee, however, was due separately at the property and it amounted
to $335.60. This deceptive resort fee was paid for by DC tax payers.

9. Defendant regularly uses resort fees to more than double the advertised room rate at
MGM hotels such as the Excalibur and the Luxor. The advertised room rate at Luxor for
July 13, 2020 was $29.00 per night. The resort fee at the Luxor in July 2020 was $35.00
per night. The actual price of a room at defendant’s Luxor hotel is 121% more than the
advertised price. The advertised room rate for July 13, 2020 at the MGM’s Excalibur
hotel 1s $22.00 per night. The resort fee at the Excalibur is $35.00. The actual price is
159% more than the advertised price of a room at defendant’s hotel.

10. Travelers United institutes this proceeding to stop MGM from engaging in the unlawful

trade practices set forth more fully below in connection with its offer and sale of hotel

3 Mitch Ryals, What Happened in Vegas? W ASHINGTON CITY PAPER, (September 5, 2019),
https://washingtoncitypaper.com/article/178677/what-happened-in-vegas/.

Y1CSC, RECon, https://www icsc.com/attend-and-learn/events/details/recon-new-york (last visited February 16,
2021).

3 Christina Sturdivant, Report: Wards 7 and 8 Have Three Grocery Stores for 149,750 People, DCIST, (June 6,
2017), https://dcist.com/story/17/06/06/report-wards-7-and-8/.



11.

12.

13.

rooms to consumers, including its practices of (1) misleading consumers concerning the

amounts they must pay for rooms at their hotels, and (2) advertising hotel rooms without
the intent to supply them at advertised prices. Travelers United seeks injunctive relief to

prevent Defendant from engaging in these and similar unlawful trade practices, statutory
damages to deter Defendant and others similarly situated from engaging in these and

similar unlawful trade practices, and the payment of costs and attorney’s fees.

JURISDICTION

This Court has jurisdiction over the subject matter of this case pursuant to D.C. Code §
11-921 and D.C. Code § 28-3905.
This Court has personal jurisdiction over the Defendant pursuant to D.C. Code § 13-

423(a).

PARTIES
Plaintiff is a nonprofit public interest organization for the purpose of promoting interests
and rights of consumers empowered to sue and be sued. The mission of Travelers United
is to improve and enhance travel for consumers across all modes of travel. Travelers
United has been instrumental in advocating against hidden hotel fees both federally and
locally in the District. Travelers United has met with many members of the DC Council
and their staff regarding the issue. Nationally Travelers United has worked and met with
members of Congress, the National Association of Attorneys General, other national
consumer advocacy groups and the Federal Trade Commission educating, alerting and
advocating against deceptive hotel fees. Travelers United, based in Washington, D.C. and

Virginia, has members who reside in Washington, D.C.



14. Defendant MGM is a multinational hospitality company that owns, manages and
franchises a broad portfolio of hotels and lodging facilities throughout the United States
and abroad. It is a Delaware corporation that is headquartered at 3600 S Las Vegas Blvd,
Las Vegas, Nevada 89109.

15. MGM has, at all relevant times, engaged in trade or commerce in the District by

advertising and offering hotel lodging to District customers.

MGM’S DECEPTIVE ADVERTISING PRACTICES
Defendant’s Practice of Charging Resort Fees

16. This action was commenced after years of MGM deceiving customers about the rate of a
room. Currently 50 state Attorneys General and the Attorney General from the District of
Columbia reported they are investigating hotels over hotel resort fees.® The hotel industry
has become highly price competitive especially with the increased use by consumers of
OTAs, like Expedia and Priceline, that allow consumers to shop across hotel brands. The
OTAs and other tools on the internet allow consumers to review large numbers of rooms
offered by hotel at the same time and to compare and search by price. The hotels
typically advertise on these websites and on OTAs by using a daily room rate. The resort
fee is not included in the advertised amount on these websites harming consumers ability
to do comparison shopping.

17. At issue in this case is the growing and continued practice of hotels advertising daily
room rates online but not including any mandatory resort fee charged in the initially

advertised room rate. For instance, MGM’s practice is to initially advertise a room rate

¢ Karl Racine Office of the Attorney General for the District of Columbia, Aftorney General Karl Racine Prepared
Remarks: Marriott Lawsuit Over Resort Fees, (Jul. 9, 2019), https://oag.dc.gov/release/prepared-remarks-marriott-
lawsuit-over-resort-fees.



18.

19.

that does not include the resort fee, but then to include it in the final charges a consumer
is required to pay. MGM charges these additional resort fees, which can amount to as
much as $45 a day at MGM properties, to increase its revenues without appearing to raise
the room rate at its hotels. MGM does not include these resort fees in the room rate
because doing so would effectively increase the price of a hotel room and consequently
make its hotels less price competitive to consumers when compared with other hotels.
MGM’s practice of initially advertising only part of a price and then later revealing other
charges as the consumer completes the buying process has been labeled “drip pricing” by
the Federal Trade Commission (“FTC”). In November 2012, the FTC warned the hotel
industry that drip pricing as it pertains to charging resort fees may violate federal
consumer protection law by misrepresenting the price consumers can expect to pay for
their hotel rooms. The FTC specifically warned the hotels that the largest and most
prominent price for a hotel room should include the resort fee, and should be provided to
the consumer up front, and not later in the checkout process, in order to avoid being
deceptive drip pricing. These fees must be required to be revealed in the advertised room
rate, not later in the checkout process or even later when the customer checks in to the
hotel.
The FTC’s Bureau of Economics then issued a report in 2017 confirming its concerns
about this practice of drip pricing. That report concluded:

In sum, the literature suggests that separating mandatory resort fees from posted

room rates without first disclosing the total price is likely to harm consumers by

artificially increasing the search costs and the cognitive costs of finding and
booking hotel accommodations. Unless the total price is disclosed up front,



separating resort fees from the room rate is unlikely to result in benefits that offset
the likely harm to consumers.’

20. Despite the warning letter from the FTC, MGM continues to advertise room prices that
do not include its resort fees, both on its own website and the websites operated by
OTAs. MGM has continued this deceptive practice because it has become a key profit
center for the company, as it has reaped hundreds of millions of dollars from expanding
its use of resort fees over the past decade.

21. MGM owns, manages or franchises at least 17 hotels that charge consumers resort fees
ranging from $15.00 to $45.00 per day. MGM Resorts International charges hotel resort
fees at every hotel property of theirs in the United States, including the MGM National
Harbor which is very popular with DC residents. MGM does not limit the charging of
resort fees to traditional resort destinations. The defendant charges resort fees in locations
such as Oxon Hill, Maryland; Detroit, Michigan and Robinsonville, Mississippi.

22. By charging consumers resort fees in addition to the daily amounts consumers must pay
for their rooms, MGM makes hundreds of millions of additional dollars in revenue
without appearing to increase the price for which it initially offers its rooms. MGM’s
unlawful trade practice has affected District consumers, as MGM has charged resort fees
to tens of thousands of District consumers over the years, charging those consumers well
in excess of a million dollars.

23. MGM also exercises control over the resort fees its hotels charge. MGM spokesman

Brian Ahern stated “we are constantly evaluating prices to ensure they properly reflect

7 Mary W. Sullivan, Economic Analysis of Hotel Resort Fees, FEDERAL TRADE COMMISSION, (Jan. 2017),
https://www ftc.gov/system/files/documents/reports/economic-analysis-hotel-
resortfees/p115503 hotel resort fees economic_issues paper.pdf.



the business landscape.”® MGM has resort fees at all of its properties in the United States
and often raises multiple properties resort fees at once. On August 1, 2019, the MGM
announced an increase in hotel resort fees from $39.00 per night to $45 per night at the
Aria, Bellagio and Vdara.’

24. During the Covid19 pandemic, the room rates at MGM hotels have decreased to meet
consumer demand. However, the resort fees have not been lowered despite the
elimination or significant reduction to the services the hotel claims the resort fee
provides.'® As Jason Cochran of Frommer’s travel guides wrote:

All the hotel industry had to do to maintain the illusion of good faith was to
reduce resort fees while amenities are unavailable. But owners are so used to

charging bogus fees without being challenged that they forgot to maintain the
subterfuge.!!

Defendant’s Misleading Advertising Practices Concerning Resort Fees

25. When consumers search for and seek to book a hotel using MGM’s online reservation
system, MGM provides the consumers with a quoted room rate and allows guests to see
the price but there is no mention of an additional mandatory resort fee. For example,

when searching for availability on the MGM calendar for the Excalibur, the following

8 Bailey Schulz, MGM Increases Resort Fees at 3 Las Vegas Strip Properties, THE LAS VEGAS REVIEW JOURNAL,
(Aug. 2, 2019), https://www.reviewjournal. com/business/casinos-gaming/mgm-increases-resort-fees-at-3-las-vegas-
strip-properties-1817357/.

® MGM Resorts Announces Resort Fee Increase for Aria, Bellagio and Vdara, FOX 5 KVVU-TV LAS VEGAS (Aug.
2, 2019), https://www.fox5vegas.com/news/local/mgm-resorts-announces-resort-fee-increases-for-aria-bellagio-and-
vdara/article 983¢9aaa-b552-11e¢9-bd71-f79cd7103127 . html.

19 Richard Kerr, The Critical Points: First to go were airline cancellation fees, next should be hotel resort fees, THE
PoINTS GUY, (Sept. 1, 2020), https://thepointsguy.com/news/eliminate-resort-fee-coronavirus/.

1 Jason Cochran, Hotels Suspend Amenities But Are Keeping Resort Fee Cash. The Scam Must End, FROMMER’S,

(Sept. 21, 2020), https://www frommers.com/blogs/arthur-frommer-online/blog_posts/hotels-suspended-amenities-
but-are-keeping-resort-fee-cash-the-scam-must-end.
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information appeared on MGM’s website for a room at the Excalibur Hotel in Las Vegas,

Nevada for July 13, 2020:

=
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26. When “Expand Location Map” was clicked on the main MGM booking page, MGM
shows the location of the Excalibur on the map and states “Subtotal from $22.00” right
above the location of the hotel. On the left is a list of all available MGM properties in Las
Vegas for that date and their price with an asterisk. In the left bottom corner of the page
the asterisk denotes that the listed prices are “plus nightly resort fee and tax” although on

the map itself it says there are hotel room available at the Excalibur with a “subtotal from

$22.00”:

11
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27. At this initial stage in the process of booking a reservation online, where the hotel
appears on a page with rooms at other properties, the quoted daily room rate does not
include the mandatory resort fee the consumer will be required to pay. Similarly, when
consumers searched the same time for a hotel room using the reservation system operated
by Expedia or Priceline or another OTA, they received a similar quoted room rate that did

not include or mention the resort fee:

12



Exoalibur Hotel & Casing
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28. If consumers selected the quoted rate for a room at the MGM’s Excalibur Hotel on
MGM’s online reservation system, as set forth in paragraph 27 above, they were directed

to another page that provides the following information:

Flexible Ratn
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29. At this point in the booking process in small font below the advertised price is the

following statement: “Plus $35.00 daily resort fee plus applicable taxes. | Learn More”
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This statement appeared in small typeface in shaded gray and was displayed less
prominently than the quoted room rate of $22.00 which appeared in a larger typeface in a
large prominent box in another color and that does not include the resort fee. The
language is ambiguous and confusing to consumers because it may be understood from
the map page or the calendar page that the total is $22 either as indicating that the daily
resort fee has already been “added” to the room rate quoted on the page or perhaps that it
is some sort of tax. A guest is unlikely to assume that an additional mandatory hotel fee
would be more than the advertised room rate.

Confusion about the total room rate charged was further fostered even at this point in the

booking process by the fact that when one clicks the link to “Learn More” about the

$35.00 daily resort fee plus applicable taxes the following display is shown:
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32.

When one selects to “Learn More,” a box of information appears that states that the
nightly rate is $22 and “Taxes and fees may apply.” There is no information about what
taxes and fees apply. There is no information that the resort fee would more than double
the room rate. There is no definition of a resort fee. There is no definition of what is a tax.
By saying that “taxes and fees may apply” the defendant is purposefully ambiguously
labeling here as defendant likely wants consumers to believe the resort fees are
government-imposed charges.

After selecting the $22 room to book, the consumer is presented with the following final

booking page:
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