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List of Recommendations
Recommendation 1: In addition to extending and enhancing CEWS and CERS, that the
government provide qualiﬁed supplementary ﬁnancial support from September 2021 to May
2022 to the hardest hit hotel properties to stabilize cash ﬂow, support employment and
ensure survival until they can regain ﬁnancial stability.
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Survival for Canada’s Hotel Sector
The Hotel Association of Canada (HAC) thanks the Government for supporting Canadians,
our employees and our sector during these challenging times.
While we expect hotel occupancy rates to slowly rise, we are facing a near-certain ﬁnancial
crisis that will hit the hotel sector especially hard this fall and winter. In order to ensure the
survival of our sector, continued and tailored support will be necessary for those who need
it most.
While Canadians and most businesses will feel like their lives are returning to normal, the
hotel industry will remain in the doldrums. Major events are the pillar of most hotels outside
of the summer tourism season. The decisions to cancel conventions, conferences, and
festivals were made earlier this year. We know with certainty that no fully programed major
events are planned for the remainder of 2021 and at this stage, very few in the winter and
spring of 2022.
We also know that regular business travel will be slow to return as Canadians and corporations cautiously resume face-to-face business activity. For now, many corporations are
planning reduced travel. Even the Government of Canada itself touted $1B savings in
Budget 2021 due to its own planned reduced travel activity.
But one thing is for sure: This is not a permanent shift in human behaviour. Multiple polls
and studies found that Canadians are eager to travel again and that Zoom will never
replace large face-to-face events like concerts, weddings or conventions. These events will
come back in the spring once industry has enough lead time to organize them. Our recovery is certain, just not imminent.
If not for government support programs such as the Canada Emergency Wage Subsidy
(CEWS) and the Canada Emergency Rent Subsidy (CERS) over the past 15 months, many
hotel properties would already have permanently closed their doors.
However, this fall and winter our sector is facing a perfect storm. The CEWS and CERS
support that offsets a portion of our losses over the past 15 months is being aggressively
wound down while business and convention travel will be close to non-existent.
A typical 200 room hotel property should expect proﬁts of $800k per year to support a
signiﬁcant capital investment. But the actual and forecasted data shows that net of CEWS
and CERS the typical hotel will lose $1 million in the ﬁrst year of Covid and $900k in year 2 of
Covid. Financing operating losses of close to $2 million is well beyond the capacity of most
hotel operators. The typical hotel is not expected to achieve break even cash ﬂow until May
2022. Even thought these properties my be run under a well-known brand name, these are
largely family-run small business enterprises that are rooted in the communities where
they live.
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Canadian hotel operators need help over this September-May period. Our latest survey of
the Coalition of Hardest Hit Businesses from June 2021 revealed that nearly 60% of respondents will go out of business if CERS and CEWS are not extended to the end of 2021.
We are asking that the government provide qualiﬁed and limited ﬁnancial support to the
hardest hit hotel businesses, with a focus on those that have experienced revenue losses of
more than 40 per cent against normal or expected revenues in year-one of Covid and
where survival is an issue.
There is inherent value in keeping these anchor businesses alive. This ensures that systems
are maintained, trained employees remain connected to the workplace, and supplier
arrangements endure. Most importantly, it keeps in place the critical infrastructure for an
integral sector of our economy; one that will drive signiﬁcant economic activity in 2022 as
Canadian travel and tourism build back to pre-pandemic levels.
If hotels are allowed to fall victim to the unfortunate timing of CEWS and CERS withdrawal,
staggered travel and tourism reopening, and Canadians’ unavoidable urge to exit the
country in the cold months, we will see the loss of anchor hotels. That will have a major
knock-on effect in small communities no longer able to support tourism, major cities no
longer competitive for global events or head ofﬁces, and remote communities lacking in
critical infrastructure for emergency services. A few months of ﬁnancial support will avoid
years of economic and social disruption.
The decline in revenue facing the sector can be seen in the chart below:

ANNUAL COMPARISON
HOTEL REVENUE PER AVAILABLE ROOM

SOURCE: STR
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The revenue loss is being experienced by hotels in every market but is most acute in downtown and urban settings.

REVENUE DECLINE COVID YEAR 1
HOTEL REVENUE PER AVAILABLE ROOM
% DECLINE IN REVENUE VERSUS NORMAL YEAR (2019)

SOURCE: STR

The hotels that are at greatest risk of failure are those with revenue losses of more than
40%.
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Proposed Solution
With the wind down of CEWS and CERS a new program is required to stop the bleeding of
cash from the hardest hit hotel properties. Such a program would feature the following
elements:

Q&A
Why target the tourism and hotel sectors? Are other industries not also hard hit?
Most sectors of the economy are well-positioned to recover. But even with near-full vaccinations and border restrictions being lifted there will be no events, conferences and festivals
because of the planning time required. We know that tourism, hotels and events businesses will thrive so long as they endure the lingering ﬁnancial hardships related to Covid.
Why a 40% revenue loss threshold?
It is high and is targeted as an insurance policy for those businesses where survival is at
stake and where temporary job losses could become permanent. Many businesses in our
sectors can break even or hold on with a 30% revenue loss and CEWS/CERS. Setting the
level at 40% ensures that the program is properly targeted to the hardest hit of the hardest hit.
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Is there not a cliff effect with those who experiencing say a 39% revenue loss not
qualifying?
Businesses that experienced a 39% revenue loss in COVID year one are more likely to be
closer to a break-even cash ﬂow in Covid year 2 compared with one that experienced an 80
per cent revenue loss, which was common in the tourism sectors. The effective subsidy rate
would automatically vary depending on cash ﬂow needs.
Does the use of a cash ﬂow test not complicate matters?
It is relatively simple to calculate operating revenue and regular cash expenses. It is part of
a businesses' normal accounting cycle. Excluded would be bonuses, dividends, capital costs
and other non-routine transactions. CRA needs two data points: revenue and operating
expenses.
How is this different from CEWS and CERS or the Hiring Recovery Program?
These programs were not targeted at the hardest hit but were mostly broad measures to
sustain employment. What we are proposing is targeted at an otherwise heathy sector that
will take longer to recover. CEWS and CERS could possibly be redesigned to target the
hardest hit in our sectors as an option to what we are proposing with a focus on cash ﬂow
and survivability rather than a straight subsidy that makes many businesses proﬁtable.
Why should the taxpayers support such a program?
The taxpayers have been supporting hundreds of thousands of businesses through CEWS
and CERS – some that are hard hit and some that have had only minor revenue losses.
Support has gone to proﬁtable, dividend-paying businesses and to unproﬁtable hard hit
businesses. This program would only go to the hardest hit and only provide enough
support so that their ﬁnancial condition does not deteriorate further so they can survive
until the expected recovery for the tourism industry arrives.
How would it be administered?
CRA has the data and the systems to administer and audit this program.
How would abuse be curtailed?
The attestation with criminal and civil penalties as well as the limited number of applicants
would facilitate the detection of abuse.
What if we have a rapid recovery? Why not wait to see what happens?
If the recovery is rapid and mass gatherings resume, the program would have limited
uptake. Consider it an insurance policy that is paid out only to those who are enduring
on-going damages. But if we wait till the fall, it will be too late to put a program in place
and businesses will fail. These businesses need a signal from the Government that they will
not be left behind.
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