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SURVIVE, RECOVER & GROW

About the Hotel Association of Canada

The Hotel Association of Canada (HAC) represents more than 8,000
hotels, motels and resorts that employ 300,000 people across
Canada. Pre-COVID, our industry generated $22 billion and contributed $10 billion in revenues for all three levels of government. We are
essential infrastructure that is vital to the economic functioning of
the country, and the personal well-being of Canadians.
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Bridging the Hotel Industry Through COVID-19

After years of strong performance, the

front line workers to self-isolate, offering

hotel sector in Canada was one of the

shelter to the vulnerable, or converting

ﬁrst and hardest hit by COVID and will

properties into hospitals to house

be the last to recover. With borders

post-surgical patients, we were there for

closed, travel restricted, and necessary

Canadians. And we will continue to be

health and safety measures imposed

there for Canadians in the year ahead in

across Canada and around the world,

the most difﬁcult of circumstances.

the hotel sector has and is experienc-

However, it is important to consider that

ing unprecedented revenue declines of

these public health supports are not

between 70-90%.

replacements for the massive loss of
revenue due to the pandemic.

Most hotels in Canada are owned
locally by a family or a small business in

The recovery of this sector will be entirely

the community. These are not big

dependent on when travel bans are

American chains with deep pockets

lifted and limits on mass gatherings are

but modest entrepreneurs who have

removed. We understand why these

invested their livelihood into their local

measures are in place, but as the Gov-

inn or hotel and are at risk today of

ernment considers its response and the

foreclosure.

necessary support mechanisms, it must
acknowledge that some businesses will

The hotel industry answered the call of

recover quickly while others will not.

public health ofﬁcials during the pandemic. Whether it was serving as

The following are HAC’s recommenda-

quarantine facilities for repatriated

tions to help Canada’s hotel sector and

Canadians, providing a safe place for

its employees survive, recover, and grow.
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Protect Employment

Employees are the backbone of the
hotel industry. Canadian hotels employ
over 300,000 workers, whose full-time
employees make an average annual
salary of $42,000. Our workforce composition is 60% women, 38% millennials, 31%
immigrants, and 29% visible minorities all vulnerable groups which have been
disproportionately impacted by the
pandemic. Our employees are scared and
anxious about their future employment
prospects as many face limited retraining
options due to language skill barriers and
other socio-economic factors.
The Government of Canada’s Emergency
Wage Subsidy (CEWS) program has been
a critical lifeline for hotels to keep employees on staff during the pandemic. The
various extensions and the addition of the
top-up for hardest-hit businesses was in

sight. The government is best placed to
predict when vaccinations will reach the
level when domestic travel can properly
resume but it seems increasingly likely
that much of 2021-22 will be a write off for
the hotel industry. If this occurs, we could
see international competitors enjoy a
massive recovery while Canadian hotels
rack up debt for another year. While there
may be some modest leisure travel this
summer, hotels will not see the typical
business travel, weddings, sport tournaments, conventions and much more.
A renewed and extended CEWS program
targeted for the hardest hit businesses
will be critical to keep our employees in
the workforce until we are in a meaningful recovery period. In order to protect our
workers, HAC is proposing the following
recommendations:

line with HAC’s recommendations during
the CEWS consultation process. We also
appreciate that certain program design
shortcomings, such as the exclusion of

KEY RECOMMENDATIONS

� Extend the CEWS program for the

businesses using third-party payroll

balance of 2021 for the hardest hit

providers and the 14-day exclusion of

businesses with a 75% subsidy rate.

employees transitioning from the Canada
Emergency Response Beneﬁt (CERB) to

� For most hotels, the base period for

CEWS, were addressed.

revenue loss made for periods after

However, uncertainty over the features of

revenue ﬁgures from 2019, plus 10%.

March 1, 2021 should be comparable to

the program for the coming spring as
well as the possible termination of the

� The CEWS program parameters

program at the beginning of the summer

should be extended to include new

are very concerning. While the phase-out

businesses that were not in full opera-

of the program makes sense for most

tion in either 2019 or 2020 based on a

other sectors as they advance into recov-

normalized level of wages.

ery, our return-to-normal is not yet in
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Support for Fixed Costs

The extension of the Canada Emergency

full access to this support. This represents

Rent Subsidy (CERS) Program to include

more than 800 hotels across Canada, and

certain ﬁxed costs for property owners (as

25% of our workforce. Recent data shows

opposed to just renters) has reduced the

that hotels in the major cities are facing

number of hotels that will not survive the

the steepest revenue losses. This cap is

pandemic, however, more can be saved

penalizing many Canadian-owned, medi-

with minor reforms.

um-sized, family run success stories that
have expanded their operations and have

While a relief, the CERS program covers

become successful in regions across the

only a fraction of the ﬁxed costs that

country.

hotels incur each month. It is not just
that the subsidy rate maxes out at 65 per
cent, but that many overhead costs are
excluded. For example, property owners

KEY RECOMMENDATIONS

do not get coverage for utilities and

� Increase the per property cap from

maintenance, but renters do because

$75,000 to $150,000 per month.

those expenses are built into the cost of
rent. The list of qualifying expenditures for

� Remove the afﬁliated entity cap or at

property owners needs to be expanded to

lease raise it from $300,000 per month

cover a greater portion of their ongoing

to $1.5 million per month.

ﬁxed costs more fairly.
� Expand the list of qualifying expendi-

Further, the overall monthly cap of

tures to include utilities and essential

$300,000 limits an owner with approxi-

maintenance.

mately four hotels or more from gaining
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Access to Liquidity

The government’s 2020 COVID liquidity programs fell mostly short to provide
meaningful support for hotels. While
the $60,000 Canada Emergency Business

KEY RECOMMENDATIONS

Account (CEBA) was readily accessed

� Ensure single corporate entities

by very small hotels, the Business

with multiple hotels are not restricted

Credit Availability Program (BCAP) was

to a $1 million cap but that loans will

a failure at almost every level.

be made available on a property-by-property basis.

We were very pleased with the commitments made in the 2020 Fall Eco-

� Permit hotels to average three

nomic Statement to provide liquidity

months of revenue for the purposes

support to hard hit businesses and the

of meeting the 50% revenue loss

subsequent roll out of the Highly

threshold.

Affected Sectors Credit Availability
Program (HASCAP) in February 2021.

� Allow new hotels that opened after

While some hotels are reaching their

March 1, 2020 to qualify for the loan.

limit to absorb and discharge new
debt, for others it is a critical lifeline.

� Ensure the provisions of the General

As the program is being implemented,

Security Agreement do not conﬂict or

early friction points have been identi-

degrade existing credit security

ﬁed and the program can be tweaked

provisions that would limit the

to ensure it achieves the intended

willingness or ability of ﬁnancial

objectives of sustaining hotel operations

institutions to extend HASCAP loans.

that were otherwise healthy pre-COVID.
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Reduce Use of Risky Short-Term Rentals
and Establish Fairness in the Tax System

The Hotel Association of Canada commends the federal government for its
commitment in the 2020 Fall Economic
Statement to address glaring inequities in
the application of sales tax in the digital
accommodation sector.

platform operators, like Airbnb, and the
hosts of short-term rental accommodation.
The current corporate income tax system is
simply not designed to deal with platform
companies that operate digitally and
without a permanent establishment in

In the face of a global health pandemic, a

Canada. The shift from a tax on corporate

level playing ﬁeld is needed now more

income towards a tax on revenue that is

than ever. Short-term rentals are unregu-

currently being enacted by many devel-

lated digital accommodations businesses

oped countries as a surrogate measure is

that do not pay tax, do not follow regional

the obvious policy solution. It is simple,

health & safety standards, do not have

effective and cannot be avoided.

contact tracing protocols in place, contrib-

We recommend that Canada adopt a

ute to a loss of housing, impose communi-

similar approach.

ty nuisance and inﬂict higher rental rates.
This is in stark contrast to hotels, which are
legitimate regulated accommodations
businesses that respect mass gathering
limits, pay corporate income tax and sales
tax, abide by strict health & safety standards, and continue to work with public
health authorities to provide safe spaces
for front line workers to self-isolate, quarantine facilities for travelers, and shelter for
vulnerable Canadians.

For providers of short-term accommodations, there exists much confusion in how
income tax applies. While the legislation is
clear that there is no exemption from
income tax, there is also an issue around
the deductibility of expenses for accommodation providers. For example, tax
advisors suggest that expenses for a
property are deductible for any period
when a home or room is “available” for
rent. In other words, if a home is available

We strongly support the measures includ-

for 6 months of the year but is only rented

ed in the 2020 Fall Economic Statement

for one month, the property owner would

and offer minor suggestions for improve-

deduct 50% of the annual interest costs.

ment as it relates to sales tax reform.

That would remain the case even though
the homeowner may still be enjoying full

While the signiﬁcant improvements in

use of the property. Such an interpretation

establishing equity in sales tax is highly

is beyond generous to the homeowner

commended, there remains the issue of

and difﬁcult to audit.

income tax. This is concerning for both the
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Sales Tax Policy
� Similar to the rules in place for taxi and ride-sharing services, sales
tax on short-term rental accommodations should be universal and
apply at dollar one. Therefore, there should be no exemption for
accommodations at less than $20.00 per night. Eliminating exemptions reduces the potential for loopholes and minimizes compliance
costs. We recommend the government implement a Quick Method
of Accounting for short-term accommodation providers.
� All efforts should be made to establish a national, harmonious sales
tax system for the accommodation sector with minimal provincial
variations. Beyond rate differentials between Ontario and Atlantic
provinces, this includes achieving a coordinated and functional
system that encompasses all provinces.
� In addition to platform operators generally assisting the CRA by
sharing information on property owners, this information should be
provided to hosts in the form of an annual tax information slip with a
copy to CRA.
� The exemption to exclude websites that allows vendors to list their
properties for short-term rental needs to be carefully monitored to
ensure that it does not allow the intent of the amendments to be
circumvented by digital operators.
Income Tax Policy
� Implement a tax on foreign digital providers at the level of 3
percent of sales as a substitute for corporate income tax.
� Implement an education and enforcement campaign to promote
compliance for domestic short-term rental providers. This would
include mandating tax information slips be issued by the platform
companies to CRA and hosts.
� Issue an income tax information tax bulletin to clarify the limitations on what a host can deduct against gross revenue.
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Stimulate Canada’s
Hotel Sector and
Global Competitiveness

The 8,300 hotels in this country serve

KEY RECOMMENDATIONS

� When travel restrictions are lifted and mass
gatherings allowed, provide Canadians with a tax

as critical infrastructure in every riding

incentive for the 2021/2022 tax years to travel

and community from coast to coast.

locally or within Canada. Delivered by the Canada

Hotels support both leisure and corpo-

Revenue Agency, a 25% refundable tax credit is

rate events of all sizes, including confer-

proposed on a maximum of $5,000 in travel costs

ences, weddings, concerts, and sport-

generating a $1,250 tax rebate. This should require

ing events. In many rural and remote

at least one night of overnight accommodation to

regions across Canada, hotels are

qualify for the rebate.

especially critical, as they are the only
accommodation point for essential

� Re-introduce the federally funded Marquee

healthcare workers, airline crews,

Tourism Events Program (MTEP) fund to support

maintenance and construction work-

key festivals and events across Canada.

ers, and personnel providing essential
government services.
When travel restrictions are lifted, it will
be important for the Government to
invest in a stimulus package to bring
back both domestic and international
travellers. Attracting large meetings

� Develop a Business Events and Urban Recovery
funding program to help support urban destination marketing organizations replace businesses
meetings and event losses.
� Reinstate the visitor GST rebate program for
international visitors.

and conventions to Canada will be a

� Provide at least $225 million top up funding to

critical element in our path to recovery.

Destination Canada over three years to keep
Canadian destinations top of mind for Canadians,

Motivating people to travel after a

to support Destination Marketing Organizations

pandemic takes more than a declara-

and to entice the return of high value travellers.

tion on public safety. People will need
encouragement and the conﬁdence to
travel. The Government can play a key
role in supporting this transition by
building a positive narrative around
travel, and indeed, incentivizing Canadians to visit Canada. This can be
achieved through a Canadian Travel

� Provide targeted funding for labour market
research and skill and capacity building programs
that prioritize jobs in the Tourism economy.
� Extend work visas for a full year and waive fees
until 2022 and ensure immigration programs
meet future tourism labour demands.

Incentive Program (CTIP).
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Conclusion
The hotel industry in Canada provides employment to
hundreds of thousands of Canadians and it serves as
critical infrastructure in every community across the
country.
Without targeted federal support measures, much of this
infrastructure will crumble, creating a fundamental gap
in vital services. The bankruptcy of a hotel is not only
devastating to its owner and employees but can damage
the tourism ecosystem of an entire community when
essential workers/travellers then have nowhere to stay.
Canadians are looking forward to a post pandemic world
where they can travel again – whether for essential
purposes or for pleasure. In order to protect the hotel
industry and allow us to bridge to the other side of the
pandemic, we need support that only the Government of
Canada can provide.
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