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Le 22 octobre 2015, Mme Dominique Vien, Ministre du Tourisme, Ministre responsable de
la région de la Chaudiére-Appalaches, Leader parlementaire adjointe du gouvernement, a
déposé le projet de loi n°67, Loi visant principalement a améliorer '’encadrement de
I’'hébergement touristique.

Il s’agit d’un sujet qui préoccupe grandement I’Association Hotellerie Québec en raison de
I'impact de ce sujet sur 'ensemble de I'industrie de 'hébergement au Québec.

Ce sujet sera traité dans le présent mémoire.

L’AHQ croit que cette situation est critique actuellement au Québec. Selon elle, il est du
devoir du Gouvernement d’intervenir dans ce dossier.

Nous présenterons d’abord notre lecture de la situation et par la suite nos
recommandations.

1. UHEBERGEMENT ILLEGAL

Les opinions s’affrontent: je suis libre de faire ce que je veux chez-moi VS je suis un
entrepreneur qui respecte les regles.
Que I'hébergement touristique (c’est bien de cela qu'il s’agit) s’adapte, dit-on!

1.1 LA REALITE

Au Québec, le parc d’hébergement touristique est composé majoritairement
d’établissements indépendants a propriétaire unique (75%), de chaines (25%), et de
nombreux établissements de petite taille.

L’hébergement touristique québécois se distingue également du reste du Canada et des
Etats-Unis et méme de plusieurs destinations internationales par sa classification
obligatoire et la catégorisation en 8 types : Hétellerie, Gites, Résidences de tourisme (chalet
ou appartement avec cuisine), Centres de vacances, Auberges de jeunesse, Résidences
universitaires, Villages d’accueil et la toute derniere, Autres établissements d’hébergement.
Ajoutons également les pourvoiries et les terrains de camping.

Le visiteur recherche le contact avec I’habitant ? Cela se nomme un gite. Un appartement ou
un chalet ? Une résidence de tourisme. Un lieu et des services personnalisés ? Un hotel.

Ces catégories reconnaissent I'évolution des demandes de la clientele en matiere
d’hébergement touristique en offrant, a chacune, un choix correspondant a ses besoins et
ses attentes dans un cadre sécuritaire (assurances multiples obligatoires, vérification
incendie, présence sur place pour ne nommer que celles-1a) et professionnel (qualité du
produit, personnel qualifié, procédures, lois et reglements, etc).

L’exploitant d’'un établissement, peu importe sa taille, est assujetti a plus de 70 lois et
reglements ainsi qu’a des régles commerciales : la taxe immeuble non-résidentiel, taxes



municipales, assurances, etc. Il est fournisseur d’emplois et est souvent sollicité pour
contribuer aux activités de la communauté. L’établissement occupe un role social.

Un établissement d’hébergement touristique a le droit de loger une personne pour une
période de 31 jours et moins contre rémunération et doit percevoir les différentes taxes
dont celle de I'hébergement dédiée en grande partie a la promotion du Québec touristique.

Nous avons pu constater, ces cinq derniéres années, une diminution considérable du
nombre d’établissements hoteliers, passant de 2 100 (avec plus de 80 000 unités) en 2010 a
1 550 établissements (avec 70 404 unités) en 2015.1

Le taux moyen d’occupation se situe annuellement a 54%.2 C’est donc dire que le milieu
n’est pas en grande forme. Nous estimons, par ailleurs, que la marge bénéficiaire a diminué
ces quatre derniéres années.

1.2 EQUITE - INIQUITE

Les hoteliers s’ajustent depuis des années a une offre de services parallele et diversifiée. Les
différentes catégories en sont la preuve. La cohabitation existe. Et est souhaitée. La
concurrence est de bonne guerre. Parce que les regles sont les mémes pour tous. Méme loi,
mémes réglements, mémes obligations. Equité donc. Lors de notre tournée régionale en
2013, nous avons pu noter aupres de nos membres une grande préoccupation entralnant
un frein aux investissements et aux développements.

L’arrivée d’internet change la donne. Les gens communiquent mieux, plus rapidement. On
échange... d'un coin de planéte a un autre. On se donne des références. On cherche les
aubaines. L’hotellerie doit composer avec les Expedia et Trivago de ce monde. Mémes regles
pour tous. Equité donc.

Les exploitants d’établissements d’hébergement touristique en regle sont des
entrepreneurs qui investissent dans ce milieu d’affaires et contribuent activement a la
collectivité. Ils demandent que les regles soient les mémes pour tous. En toute équité. En
toute concurrence... loyale.

Qu'un individu loue son appartement quelques jours pour se sortir d’'une situation délicate
est une chose ; qu'il en vive en est une autre. Cela s’appelle « profiter des faiblesses du
systeme a son avantage ». Déloyal.

« S'il existe des frictions avec certaines agences en ligne pour la location de chambres dans
des établissements reconnus, on parle davantage d'un corps-a-corps qui s’est engagé entre
industrie hételiére et le marché fantome de la location dans des résidences privées. A
I'heure actuelle, des plateformes numériques comme Airbnb, FlipKey ou HomeAway sont
des carrefours ou 'on peut louer a la journée, a la semaine ou au mois, une chambre, un

1Site internet de la Corporation de I'industrie touristique, octobre 2015
2 « Fréquentation quotidienne des établissements d’hébergement au Québec », Le bulletin touristique, site internet de
tourisme Québec



appartement ou une maison, et ce, partout dans le monde. En 2014, le potentiel de Airbnb
était estimé a 500 000 logements dans 34 000 villes. La ou le bat blesse, c’est que certains
locateurs se présentent comme des exploitants immobiliers alors qu’ils se comportent
comme des hoteliers. En fait, alors que les gites paient des taxes, des assurances et des
permis, les locateurs se soustraient a cette obligation ce qui fait que cette pratique est
communément appelée « hébergement illégal ». Les arguments du secteur hotelier contre
ce mode de conduite sont les suivants : premiérement, il s’agit d’évasion fiscale de la part
des locateurs qui omettent ces revenus dans leur déclaration de fin d’année. Ensuite, ces
locateurs profitent du marketing servant a faire la promotion d’'une destination alors que
les sommes destinées a financer ces campagnes sont prélevées a méme une taxe
additionnelle aupres des établissements officiels. Par ailleurs, le manque de standards dans
ce type d’hébergement fait en sorte qu’il n’y a pas d’obligation a se conformer a des normes,
alors que les établissements officiels doivent engager des frais pour les respecter. Pour
I'heure, au Québec, un comité consultatif a été mis sur pied, début 2014, pour travailler a
des solutions puisque le phénomeéne dépasse largement les régions de Montréal et de
Québec.3

2. NOS RECOMMANDATIONS

Ces huit recommandations proviennent de réflexions et de discussions entre les
associations de I'hébergement touristique et d’une validation aupres de notre Conseil
d’Administration, composé d’entrepreneurs de la Province du Québec.

1. Redéfinir certains termes utilisés dans la loi afin de mieux répondre aux besoins
d’aujourd’hui et d’étre en harmonie avec les nouvelles technologies

2. Etre dans l'obligation d’avoir une attestation de classification pour cette nouvelle

offre d’hébergement

Alléger I'exigence de conformité pour recevoir son attestation de classification

Donner des pouvoirs d’inspection a la corporation de I'industrie touristique

Augmenter significativement le nombre d’inspecteurs a la corporation de I'industrie

touristique et redéfinir leur role

Créer une ligne info Hébergement

7. Augmenter significativement le montant des amendes, non pas dans un but répressif
mais dissuasif

8. Faire connaitre les nouvelles mesures aupres du grand public

Ul W

o

3 NOREAU, Joélle. « Le secteur de I'hétellerie au Québec : au-dela des apparences », Perspectives volume 25, Desjardins
Etudes Economiques, janvier 2015



3. AILLEURS DANS LE MONDE

3.1 EUROPE

3.1.1 France

Plusieurs articles publiés sur Internet en mai 20134567 (Le Figaro, Le Quotidien du
Tourisme.com, La Tribune) démontrent l'existence, en France, d’'un sérieux probleme
d’hébergement illégal. Selon I'Union des Métiers et des Industries de I'Hotellerie (UMIH), le
principal syndicat patronal de I'ho6tellerie-restauration en France:

e il y aurait entre 100 000 et 150 000
hébergements illégaux en France. Cet essor de
la location d'appartement par des particuliers
aurait entrainé la fermeture de 220 hotels en
2012 et aurait provoqué une baisse de 10% du
taux d’occupation des hétels classiques dans
les zones rurales

* il s’agirait principalement de particuliers qui
proposent plus de cinq chambres ou qui sont
en mesure d’accueillir simultanément plus de
15 personnes

o alors qu’il s’agit d'un maximum légal
pour les chambres d'hotes

o de plus, le chiffre d'affaires de ces
particuliers dépasserait les 81 500
euros annuels, seuil en dessous duquel
il n'est pas obligatoire de s'immatriculer
au registre des entreprises.

Selon un sondage de « De Particulier a
Particulier (PAP) » paru en juin 2012,
58 % des Frangais se disent préts a
louer leur résidence principale pendant
leur absence et 11 % affirment l'avoir
déja fait.

Pour 46 % des sondés, l'objectif est d'en
tirer un complément de revenus.

« Excédé par la multiplication de
chambres d'hétes ne respectant aucune
obligation légale, I'Union des Métiers et
des Industries de ['Hétellerie vient de
lancer une série d'assignations en justice
contre les propriétaires de ces
hébergements. »

« 50 assignations en justice ont été
déposées par 'UMIH (mai 2013) pour
concurrence déloyale dans 10
départements... qui estime que les
chambres d’hétes appliquent les mémes
tarifs que les hétels classiques, mais sans
respecter les réglementations en matiere
de sécurité ou de fiscalité. »

4 LITZLER, Jean-Bernard. « Les hoteliers en guerre contre les hébergements illégaux », site internet de Le Figaro, 2 mai

2013

5 CLAUDE, Amandine. « Les hoteliers dénoncent la prolifération des hébergements illégaux », Radins.com, 3 mai 2013
6 « Les chambres d'hotes mettent les hoteliers en colére », site internet de La Tribune, 3 mai 2013
7 GLISZCZYNSKI, Fabrice. « Les hoteliers dénoncent la concurrence déloyale des locations d'appartements par les

particuliers », site internet de La Tribune, 20 juin 2012
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Les hoteliers traditionnels considérent cette concurrence des particuliers comme déloyale
et réclament qu'ils devraient, comme eux, étre soumis a la législation des établissements et
al'obligation d’étre immatriculés.

Cette situation problématique a été portée a I'intention de la Ministre chargée du Commerce
et du Tourisme, Sylvia Pinel, en mai 2013. Parmi les démarches entreprises pour
solutionner le probléme:

* traitement du dossier par le Groupe de travail sur I'hotellerie, mis en place en 2012

* sensibilisation des Présidents de conseils régionaux et généraux afin de leur
demander que la promotion des hébergements touristiques se fasse en concordance
avec la réglementation (en résumé, ne pas inclure des illégaux dans la promotion
officielle)

* demande aux préfets qu'ils fassent appliquer la réglementation et requierent
davantage de controles.

3.1.2 Amsterdam, Pays-Bas

Il y aurait quelques 2 000 hébergements illégaux a Amsterdam. Comme dans le cas de New
York, Airbnb est a I'avant-scéne et plusieurs de ses membres seraient dans l'illégalité. Les
autorités locales auraient lancé en 2013 une chasse a I'’hébergement illégal et imposeraient
des amendes assez séveres. 8°

3.2 ETATS-UNIS

Dans un article de The Economist du 28 mai 2013, il est précisé que la location par un
particulier de son appartement a un tiers est illégale ou tres réglementée dans plusieurs
municipalités et villes des Etats-Unis. Méme dans les cas ot il n’existe pas la réglementation
municipale a ce sujet, un locataire d’appartement se voit souvent dans l'interdiction de
relouer son appartement a I'intérieur du bail signé avec le propriétaire de 'appartement.

8 WEBER, Harrison. « Airbnb could be banned in Amsterdam: Local authorities are now hunting for illegal hotels », TNW
News, 2 février 2013

9 VELDHUIJZEN VAN ZANTEN, BORIS. « Amsterdam doesn’t ‘ban’ AirBnB but says renting out without a permit is illegal.
Do you have a permit? », TNW News, 7 février 2013
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3.2.1 New York

La ville de New York a débuté sa démarche contre 'hébergement illégal en 2006 alors
qu’elle a recu plus de 3 000 plaintes. Depuis, pres de 2 000 inspections ont été menées et
prés de 6 000 constats d’'infraction ont été donnés, selon le New York Times. En janvier
2013, le site Internet Skift estimait que la moitié des appartements inscrits sur Airbnb a
New York se trouvait dans l'illégalité. En mai 2013, un jugement a été rendu en faveur de la
ville de New York, qui avait mis a l'amende un membre du réseau AIRBNB sur son territoire
(cause de Nigel Warren). Les amendes peuvent varier de 800 $ a 2 500 $ et aller jusqu’a
25000 $ dans le cas de récidivistes.

A noter que I'Etat de New York a adopté une nouvelle réglementation qui a facilité les
démarches de la ville du méme nom face a I'hébergement illégal. Cette loi stipule qu'’il est
illégal de louer, contre rémunération et pour une période de moins de 30 jours, son
appartement dans des batiments résidentiels. Il est toutefois permis de louer une ou deux
chambres de son appartement dans la mesure qu’on y habite durant cette période et qu'on
y permette I'accés a une aire commune comme la cuisine. La Sénatrice responsable de cette
loi affirme qu’Internet est venu amplifier un probleme qui existait déja.

A noter également, que I’hébergement illégal 3 New York ne se limite pas aux appartements
de particuliers, mais incluent aussi des batiments complets ou presque qui étaient utilisés a
des fins d’hébergement touristique (ex: le Loftstel, le Eden House). Plusieurs des plaintes
sont venues de résidents qui voyaient leur voisinage transformé en quasi auberge de
jeunesse. 10 11 12

3.2.2 San Francisco

A San Francisco, des hotels illégaux en milieu résidentiel seraient ouvertement en opération
depuis les années 1980 et priveraient ’h6tellerie commerciale d'importants revenus de la
ville. Cette offre illicite priverait aussi un marché du logement en forte demande de quelque
1 000 unités. A cette réalité particuliére des hotels en milieu résidentiel s’ajoute la tendance
de la location par des particuliers de leur appartement via Internet.

10 YANG, Mackenzie. « NYC Judge Rules Airbnb Rental Is An “Illegal Hotel” », site internet de Time, 21 mai 2013
11 N.B. « Airbnb in New York City After the fine », site internet de The Economist, 28 mai 2013
12 HEYDEN, Tom. « Airbnb battles: Would you stay with strangers? », site internet de BBC News, 6 février 2013
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4. LOI SUR LE MINISTERE DU TOURISME

« Le projet de loi modifie en outre la Loi sur le ministére du Tourisme afin notamment de
permettre au ministre de confier certaines de ses fonctions a un organisme reconnu ou a un
groupement de tels organismes et de permettre au ministre de déterminer les fins auxquelles
certaines sommes versées aux associations touristiques régionales doivent servir. »

Afin de répondre a une concurrence de plus en plus forte, déléguer a un organisme externe
le mandat de réaliser la promotion et la mise en marché touristiques sur les marchés hors
Québec et intra-Québec nous apparait judicieux.

En effet, cette nouvelle organisation gagnera en efficacité, a plusieurs niveaux :

* Expertise : spécialistes du marketing

* Subsidiarité : mise a profit des compétences et de 'expertise des partenaires dans
I'exécution des plans promotionnels

* Imputabilité : des objectifs précis seront fixés et un retour sur les actions sera
attendu

* Vision : développement d’une planification pluriannuelle

* Agilité : capacité a saisir des occasions grace a un processus décisionnel allégé

* Flexibilité : capacité de déployer la marque dans les stratégies de communications

Toutefois, nous souhaitons indiquer I'importance et la grande pertinence d’'un ministere
dédié au tourisme pour notre industrie.

13



CONCLUSION

Il nous apparait primordial de modifier la loi sur I'hébergement afin de régler une iniquité
touristique préjudiciable aux hoteliers Québécois et de favoriser une concurrence saine.

Nous désirons également une meilleure appréciation de la qualité et de la sécurité pour le
touriste de I'hébergement sélectionné.

Nous avons un outil envié a travers le monde qui est la classification obligatoire faite par la
corporation de I'industrie du Québec, gage de qualité. Profitons donc de ce dernier pour
rehausser le niveau d’expérience clientele de cette nouvelle offre d’hébergement, mais
également d’avoir une loi correspondant aux nouvelles technologies.

Par conséquent, I'Association Hotellerie Québec, par son Conseil d’Administration,

représentant les hoteliers du Québec a travers ses membres, se prononce en faveur du
Projet de loi n°67 visant principalement a améliorer I'’encadrement de 'hébergement.

14
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ANNEXES

Annexe 1: LITZLER, Jean-Bernard. « Airbnb menacé par la fronde de sa ville
d’origine, San Francisco », site internet de Le Figaro, 2 novembre 2015

« Un referendum se tient ce mardi a San Francisco visant a limiter a 70 jours par an la durée
maximale des locations touristiques et a faciliter les plaintes pour trouble de voisinage. Airbnb
se bat pour que le non I'emporte.

L’étau juridique et fiscal continue a se resserrer autour d’Airbnb et autres sites de locations de
logements entre particuliers. Et cette fois-ci, la menace ne vient pas de Paris, ni de New York
mais de San Francisco, la ville d’'origine du célébre site Internet. Les habitants de la ville
doivent se prononcer ce mardi par referendum sur une proposition limitant a 75 jours par an
la durée maximale des locations touristiques de courte durée. Jusqu’'a présent, cette durée
maximale est de 90 jours lorsque le propriétaire est absent (pas de limite a la location lorsque
le propriétaire reste sur place et ne loue que certaines chambres). Par ailleurs, il deviendrait
plus facile de mener des actions de groupe en cas de troubles de voisinage causés par ces
locations.

Alors que le succés du site ne se dément pas puisqu’il a permis de loger plus de 17 millions de
clients I'an dernier, Airbnb doit de plus en plus négocier avec les autorités locales pour
poursuivre son activité. Ainsi, a Paris, son plus gros marché, la plateforme a voulu prouver sa
bonne volonté en collectant la taxe de séjour depuis le 1er octobre. Et a San Francisco, c’est
méme une taxe hételiére de 14 % qui est prélevée aupreés des clients.

Hausse du colit de la vie

Et ce n’est sans doute pas fini. Aux Etats-Unis, les villes de New York ou d’Austin au Texas
menacent de prendre des mesures plus restrictives sur ce type de réunion. Au-dela des
reproches sur le manque a gagner fiscal, les opposants a Airbnb estiment que le site fait
grimper les loyers et le colit de la vie sur des marchés immobiliers déja tendus. De son coté, le
site de location compte bien protéger ses intéréts et a dépensé plusieurs millions de dollars en
publicité pour inciter les électeurs a voter contre ces propositions. Le verdict viendra donc des
urnes. »
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Annexe 2: VISSEYRIAS, Mathilde. « La colere des hoteliers face au site de location
Airbnb », site internet de Le Figaro, 23 octobre 2015

« La profession estime que la société de locations d'appartements industrialise la location
entre particuliers. Elle demande une nouvelle réglementation.

La principale organisation patronale de ['hétellerie-restauration (Umih) a dénoncé jeudi
«l'industrialisation» de la location d'hébergements meublés de courte durée sur les
plateformes en ligne, en visant principalement Airbnb. Selon les chiffres de I'Umih, 20 % des
annonces sur le site américain de réservations a Paris sont le fait de multipropriétaires et
représentent un tiers du chiffre d'affaires généré par Airbnb. Ainsi Fabien proposerait a lui
seul 142 appartements a Paris en location.

Toujours selon les chiffres des hételiers, 35 % des offres a Paris sont disponibles plus de 120
jours par an. Les professionnels réclament plusieurs mesures pour parvenir a une
«concurrence juste et équitable». Airbnb assure informer les particuliers sur le respect des
régles et ajoute: «Airbnb ne vole pas de parts du gdteau: elle fait grossir ce gateau.»

Si la capitale frangaise est la ville la plus visitée au monde, elle est aussi devenue la premiere
ville pour Airbnb. Le site revendique plus de 50.000 logements en lle-de-France. Dans
I'Hexagone, Airbnb propose de plus de 150.000 hébergements, contre 7000 seulement en
2012. »

Annexe 3: «Airbnb and Impacts on the New York City Lodging Market», HVS
Consulting and Valuation, 13 octobre 2015
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October 13, 2015

Mr. Vijay Dandapani, Chair

And

Joseph E. Spinnato, Esq., CAE, President
Hotel Association of New York City

320 Park Avenue, 22nd Floor

New York, New York 10022

(212) 754-6700

Dear Association Members:

This report presents our findings of impact of the operation of Airbnb on the local
lodging industry and economy of New York City. We have studied the direct impact
of lost lodging revenue over the twelve-month period from September 2014
through August 2015 and have developed a forecast of potential growth in this
impact through 2018. We also developed opinions of impact as it relates to the
ancillary departments of a hotel, loss to the construction sector, indirect and
induced economic impacts, and effects on taxes. The following table summarizes
the overall impact of Airbnb on the New York City lodging market and economy
from September 2014 through August 2015.

OVERALL ANNUAL IMPACT (2014/15 ENDING AUGUST)

Direct Loss $451,426,000
Ancillary Loss

Food $88,880,636

Beverage $20,537,467

Other Operated Departments $11,850,752

Miscellaneous Income $14,669,620

Total $135,938,475

Construction Loss (Entire home/apt) $1,088,746,711

Indirect Effect - Loss $101,616,132
Induced Effect - Loss $114,665,277
Tax

Employee Compensation $28,549,361

Proprietor Income $835,414

Tax on Production and Imports $78,257,402
Households $31,287,187

Corporations $11,161,818

Lodging Tax $76,503,790

Total $226,594,972

Total $2,118,987,567
Rounded $2,100,000,000


www.hvs.com

As illustrated, the overall impact is estimated to be $2.1 billion (rounded) during
the fiscal year ending August 2015. Further details pertaining to fire safety and the
union sector are also presented herein.

FIGURE 1 FISCAL IMPACT SUMMARY — MAJOR CATEGORIES

M DirectLoss M Ancillary Loss [ Construction Loss

M Indirect Effect - Loss M Induced Effect - Loss  Taxes Loss

We hereby certify that we have no undisclosed interest as it relates to the subject
matter of this study, and our employment and compensation are not contingent
upon our findings. This study is subject to the comments made throughout this
report and to all assumptions and limiting conditions set forth herein.

Sincerely,
TS Worldwide, LLC

Rodney G. Clough, MAI, Senior Managing Director
rclough@hvs.com, +1 (214) 629-1136
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1. Direct Rooms Revenue Impact

$451 Million in Rooms
Revenue is now
Captured by Airbnb

Potential of $800
Million in Rooms-
Revenue Capture by
2018

Our study first presents the direct rooms-revenue impact on the New York
Lodging market, by the existence and availability of the Airbnb room supply.

According to Airdna, a leading data collection firm, the following table presents the
total reservations, room nights, and revenue for the period of September 2014
through August 2015. Average daily rate (ADR) is calculated by dividing the
revenue by the room nights.

FIGURE 2 NEARLY 2.9 MILLION ROOM NIGHTS ARE CURRENTLY
CAPTURED BY AIRBNB ANNUALLY, AT A $157 RATE

2014 SEPT - 2015 AUG

Total Reservations 479,651
Total Airbnb Room Nights 2,876,396
Average ADR $156.94

Total Revenue $451,426,142

As indicated, Airbnb has accommodated nearly 2.9 million room nights during the
last fiscal year, ending August 2015, at an average rate of approximately $157.00
per night.

HVS has taken this base year of data and applied a forecast of revenue growth
going forward. This is presented in the following table, along with a longer-term
historical perspective of Airbnb revenues for context.

September-2015
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FIGURE 3 AIRBNB REVENUE GROWTH RATE DECLINES, BUT OVERALL
SHARE OF MARKET REVENUE NEARLY DOUBLES BY 2018

Year Estimated Forecast Combined % Change
2010 $13.33 $13.33

2011 $45.00 $45.00 238%
2012 $116.67 $116.67 159%
2013 $215.00 $215.00 84%
2014 $319.28 $319.28 49%
2015 $451.43 $451.43 41%
2016 $610.09 $610.09 35%
2017 $732.11 $732.11 20%
2018 $805.32 $805.32 10%

The historical data reflect a diminishing trend in the growth rate, which is
expected to continue. Based on the historical pattern through August 2015, we
have forecast revenue growth of 35% in 2016, 20% in 2017, and 10% in 2018.
This results in just over $800 million by 2018. The following table presents the
distribution of this revenue growth between demand and ADR.

FIGURE 4 DISTRIBUTION OF REVENUE GROWTH WEIGHTED TOWARD
ROOM NIGHTS WITH LESS RATE GROWTH EXPECTED

Demand in Demand ADR
Room Nights  Growth ADR Growth
2015 2,876,396 $156.94
2016 3,848,887 34% $159 1%
2017 4,550,409 18% $161 2%
2018 4,883,366 7% $165 3%
September-2015 Direct Rooms Revenue Impact 6
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FIGURE 5 GROWTH RATES IN DEMAND AND REVENUE REMAIN POSITIVE,
BUT CONTINUE TO LOWER IN INTENSITY AS BASE BUILDS
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FIGURE 6 AIRBNB NYC ROOM-NIGHT CAPTURE APPROACHES 5 MILLION
BY 2018
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FIGURE 7 AIRBNB NYC ADR REACHES $165
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Given the current trends of diminishing pricing power in the New York City
market, we have allocated a majority of the revenue growth to the room-nights
component. ADR grows more gradually, at 1%, 2%, and 3%, over the course of the
next three years. Ultimately, we expect the average Airbnb rate to approach the
mid-$160 range, while room nights captured by the platform should approach 4.9
million over the course of the next three years. This revenue growth forecast is
illustrated in the following graph.

September-2015
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FIGURE 8

AIRBNB REVENUE GROWTH RATE EXPECTED TO DIMINISH, BUT GROW TO $800M

Revenue (in million)
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We have also considered the new supply dynamic of the market as a whole. The
availability of new rooms within the New York City lodging market is intensifying
over time, as more and more new hotels are under construction and are ultimately
set to open over the next several years. These new options will increase the
competitiveness of the overall market and open lower rate tiers of rooms to price-
sensitive customers.

To put this base year of revenue capture into perspective, the roughly $451 million
in revenue represents 4.6% of the overall rooms-revenue capture of the greater
New York City market. Due to the lower overall average rate of Airbnb inventory
versus the NYC hotel rate, the impact on demand is accordingly higher, at roughly
7.8%. This share is considered strong; it is growing and is an important market
dynamic that all NYC lodging-market owners and managers must consider. The
following table presents these respective shares of the market.

September-2015
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FIGURE 9 AIRBNB NOW CAPTURES NEARLY 8% OF NYC DEMAND

Airbnb Hotels Total
Total Occupied Room Nights 2,876,396 33,949,584 36,825,980
% 7.81% 92.19%
ADR $156.94 $276.08
Revenue $451,426,142  $9,372,720,548  $9,824,146,690
% 4.60% 95.40%

FIGURE 10  AIRBNB INVENTORY SHARE IS NOW NEARLY 5%

M Airbnb M Hotels

4.60%

September-2015 Direct Rooms Revenue Impact
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FIGURE11  AIRBNB ROOM-NIGHTS SHARE IS NOW NEARLY 8%

M Airbnb M Hotels

7.81%

Seasonality Trends The following tables detail the monthly data over the historical period reviewed,

Reflect Heightened illustrating that while demand is spread throughout the entire year, it diminishes

Impact from April during the very early months of the year (typically the coldest months).
through December

September-2015 Direct Rooms Revenue Impact 1 1
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FIGURE 12 MAY THROUGH DECEMBER REPRESENTS PEAK DEMAND PERIOD FOR AIRBNB

September-14 October-14 November-14 December-14 January-15 February-15 March-15 April-15 May-15 July-15 August-15
Supply 335,070 362,217 404,242 509,783 444,410 288,004 342,063 363,174 418,124 392,051 425,573 456,905
Demand 247,907 251,624 230,453 276,555 191,987 143,545 185,339 223,285 283,139 268,385 277,037 297,140
Occupancy 74% 69% 57% 54% 43% 50% 54% 61% 68% 68% 65% 65%
Revenue $38,760,261 $41,439,826 $38,392,952  $46,340,922 $29,139,086 $21,683,362 $26,389,502 $34,904,080 $45,315,321 $41,467,849 $42,925,967 $44,667,014
ADR $154 S161 S164 S164 $150 $150 $142 $154 $155 $152 $151 $147

FIGURE 13 AIRBNB REVENUE DECLINES JANUARY — APRIL
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FIGURE 14 DEMAND VARIES WITH SUPPLY, WITH PEAK SUPPLY AVAILABLE IN DECEMBER
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FIGURE 15 AIRBNB RATES INTENSIFY IN THE FINAL MONTHS AND SPRING

FIGURE 16 WINTER REPRESENTS SLOWEST DEMAND PERIOD FOR ENTIRE MARKET

September-14 October-14 November-14 December-14 January-15 February-15 March-15  April-15 May-15 June-15

July-15 August-15

Airbnb Supply 335,070 362,217 404,242 509,783 444,410 288,004 342,063 363,174 418,124 392,051 425,573 456,905

Airbnb Demand 247,907 251,624 230,453 276,555 191,987 143,545 185,339 223,285 283,139 268,385 277,037 297,140

Hotel Supply 3,129,870 3,233,331 3,132,120 3,239,996 3,227,286 2,919,028 3,241,825 3,148,440 3,275,305 3,178,650 3,294,494 3,321,774

Hotel Demand 2,804,705 2,911,643 2,652,227 2,790,839 2,228,500 2,208,765 2,712,738 2,766,818 2,956,354 2,900,042 2,952,511 2,941,471

Occupancy 90% 90% 85% 86% 69% 76% 84% 88% 90% 91% 90% 89%

Total Demand (Airbnb + Hotel) 3,052,612 3,163,267 2,882,680 3,067,394 2,420,487 2,352,310 2,898,077 2,990,103 3,239,493 3,168,427 3,229,548 3,238,611
Total Demand/Hotel Supply 97.5% 97.8% 92.0% 94.7% 75.0% 80.6% 89.4% 95.0% 98.9% 99.7% 98.0% 97.5%

September-2015 Direct Rooms Revenue Impact 14
Airbnb and Impacts on the New York City Lodging Market and Economy — New York, New York



The Majority of Airbnb
Room Types Compete
with the NYC Hotel
Industry

Over time, we would anticipate this type of seasonality trend to diminish,
particularly for the months of March and April, when demand becomes more
plentiful. The trend line experienced in the fall of 2014 will become more
prevalent throughout the remainder of the year, although the drop in January and
February would be expected to continue given the historical seasonality trends.

Going forward, we would expect Airbnb rate growth to intensify during the spring
and summer months, in particular, as that is where the greatest opportunity for
rate growth exists. However, as previously stated, we forecast most of the revenue
growth to come from room-night capture.

The product type of Airbnb available inventory is important to consider in the
overall impact analysis, as not every listing represents a unit that would
necessarily compete with the New York City hotel industry. Renting someone’s
couch, air mattress in a shared room, and staying in a tent in someone’s backyard
is not necessarily demand that would pay a substantially higher rate to stay in a
hotel. This is best illustrated by the non-real-bed type, shared-room type, and
other property type, as presented in the following table.

September-2015
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FIGURE 17 REAL BEDS, ENTIRE HOUSE & PRIVATE ROOMS, AND APARTMENT/HOUSE DOMINATE AIRBNB PRODUCT TYPE

Bed Type Property Type

Bed and
Entire House Apartment Breakfast,
2014 SEPT - 2015 AUG Real Bed Non-Real Bed Total Private Room Shared Room Total i L.
or Apartment and House Condominium,

and Townhouse

Listings 63,262 2,641 65,903 36,643 27,121 2,139 65,903 63,397 667 1,839 65,903
Listing Percentage 95.99% 4.01% 55.60% 41.15% 3.25% 96.20% 1.01% 2.79%
Room nights/Year (Demand) 2,769,449 106,947 2,876,396 1,699,703 1,071,319 105,374 2,876,396 2,780,496 16,529 79,371 2,876,396
Percentage 96% 4% 59.09% 37.25% 3.66% 96.67% 0.57% 2.76%
Average Price $154.81 $128.36 $172.95 $128.54 $109.45 $153.67 $138.95 $162.00
September-2015 Direct Rooms Revenue Impact 16
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Real-bed demand is potential demand that could be captured by the New York City
lodging market. The non-real-bed demand is considered unavailable demand that
would not stay in a hotel, even if the lowest price point were available within the
market.

FIGURE 18 MAJORITY OF AIRBNB REVENUE (96%) CONSISTS OF REAL-BED CATEGORY

W RealBed M Non-Real Bed
4%

FIGURE 19 REAL-BED CATEGORY COMMANDS HIGEST RATES
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The same dynamic extends to entire residence and private-room demand, which
would be demand available to the hotel industry but has opted for Airbnb as the
lodging option. The shared-room category would not be demand expected to be
available to the lodging industry.

FIGURE 20 MAIJORITY OF AIRBNB REVENUE CONSISTS OR ENTIRE RESIDENCE OR PRIVATE ROOM

M Entire House or Apartment M Private Room

4%

FIGURE 21 ENTIRE RESIDENCE AND PRIVATE ROOM COMMAND HIGHEST RATES
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Finally, apartment/house demand would be demand available to the hotel
industry.

FIGURE 22 MAIJORITY OF AIRBNB REVENUE: ENTIRE RESIDENCE OR PRIVATE ROOM

M Apartment and House Bed and Breakfast, Condominium, and Townhouse M Other

0.57% 2.76%

FIGURE 23 ENTIRE RESIDENCE AND PRIVATE ROOMS EARN HIGHEST RATES
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We note in conclusion:

In the fiscal year ending August 2015, Airbnb revenue surpassed $451
million, representing a nearly 5% share of the overall NYC lodging market.

Given the trend line of growth and expected market dynamics, this revenue
level has the potential to grow to $800 million by 2018, intensifying the
impact on the NYC lodging market.

The majority of this revenue growth will come from room nights, as rates
remain depressed and have less potential to expand in this product and
customer category.

The room-type inventory of Airbnb comprises a majority of units that
represent direct competition to the New York City lodging market. This
dynamic is not expected to vary over time given the consistency of the
overall mix of room types that has developed to date.

The share of the overall market demand is now approaching a formidable
8%, a number that represents nearly 2.9 million room nights and growing.

September-2015
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2. Ancillary Revenue Loss

Direct Revenue Impact Hotels earn much revenue beyond the direct impact from the rooms department,
Has the Potential to which is important to consider. Guests spend additional funds on food items,
Surpass $1 Billion beverages, gift shop and market pantry items, vending machines, parking, and

other ancillary sources.

Given that the people who utilize Airbnb are individuals, not groups, banquet and
related revenues specifically tied to the group demand segment were adjusted out
of our forecasts. Accordingly, the following table reflects our opinion of overall
revenue impact, after considering all departments and aspects of a hotel's
operation in this market.

FIGURE 24 ULTIMATE DIRECT IMPACT SUPASSES $1 BILLION BY 2018

2015 2016 2017 2018 2015 (%)

Room $451,426,000 $610,091,000 $732,109,000 $805,320,000 77%

Food 588,880,636 $114,203,580 $134,793,815 $147,228,478 15%

Beverage $20,537,467 $25,054,317 $28,780,507 $31,098,064 3%

Other Operated Departments $11,850,752 $13,379,070  $14,695,862 $15,584,250 2%
Miscellaneous Income $14,669,620 S$16,561,470 $18,191,480 $19,291,183 2%

Total $587,364,475 $779,289,437 $928,570,663 $1,018,521,974

The following graph helps illustrate the contributions of rooms and food
categories to the overall total.

September-2015 Ancillary Revenue Loss 2 1
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FIGURE 25 RELATIONSHIPS OF ROOMS AND FOOD REVENUE TO TOTAL
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FIGURE 26 REMAINING CATEGORIES HAD THE POTENTIAL TO CONTRIBUTE

===Room
Food

e Total

AN IMPORTANT 23% OF REVENUE TO THE OVERALL HOTEL

INDUSTRY REVENUE CAPTURE

B Room MFood Beverage M Other Operated Department B MiscellaneousIncome
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3.

Economic Impact — Labor

Hotels are labor-intensive operations that generate significant employment
opportunities for a community. By removing demand from the market, and the
need to service those rooms, so too are jobs removed from the market that would
handle the operations of those rooms. According to our research, including data
analyzed via IMPLAN software, we estimate impacts to labor as follows (note that
construction industry and tax impacts are presented in later chapters).

FIGURE 27 LABOR LOSS APPROACHES $670 MILLION IN ECONOMIC

IMPACT
Impact Type Employment LaborIncome Value Added Output
Direct Effect 2,842.30 $204,628,182 $339,742,952 $451,426,161
Indirect Effect 508.1  $43,731,793 $65,432,642 $101,616,132
Induced Effect 693.1  $45,978,604 $76,931,788 $114,665,277
Total Effect 4,043.60 $294,338,579 $482,107,382 $667,707,571

The impact types are described as follows:

Direct effect: this represents a series of production changes made by
producers/consumers because of an activity.

Indirect effect: this exhibits the impact of local industries buying goods and
services from other local industries.

Induced effect: this is the response by an economy to an initial change
(direct effect) that occurs through re-spending of income received by a
component of value added.

Labor income: this reflects direct compensation that is lost to the potential
employee.

Value added: this presents the difference between an industry’s total
output and the cost of its intermediate inputs. This figure includes
employment compensation, proprietor income, other property income,
and indirect business taxes.

September-2015
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e Output: this indicates the value of industry production. This figure
combines value added and the cost of the goods needed to make the
product.

FIGURE 28 OVER 2,800 JOBS ARE DIRECTLY LOST DUE TO A LACK OF
ABILITY TO SERVICE AIRBNB DEMAND
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FIGURE 29 OVER $200M IN LOST DIRECT-LABOR INCOME
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FIGURE30 VALUE-ADDED LOSS SURPASSES $480M COMBINED
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FIGURE 31 OUTPUT LOSS APPROACHES $670M OVERALL

J

$500,000,000
$450,000,000 -
$400,000,000 -
$350,000,000 -
$300,000,000 -
$250,000,000 -
$200,000,000 -
$150,000,000 -
$100,000,000 -
$50,000,000 -

$0 -

$451,426,161

$101,616,132 $114,665,277

Direct Effect Indirect Effect Induced Effect

Further detail on the impact is presented in the following table.
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FIGURE 32 IMPACT BY INDUSTRY

Sector Description Employment Labor Income Value Added Output
499 Hotels and motels, including casino hotels 2,843.90 $204,740,722 $339,929,801 $451,674,433
503 All other food and drinking places 69  $2,713,084 $3,786,365 $6,824,016
2 440 Real estate 59 $3,523,205 $12,826,794  $15,182,037
g 501 Full-service restaurants 457  $1,623,636 $1,908,631 $3,025,308
3 482 Hospitals 454 $4,428,731 $4,940,853 $7,885,744
_g- 502 Limited-service restaurants 34,7 $1,115,084 $1,773,397 $2,524,529
“; 395 Wholesale trade 33.8 $3,743,028 $6,603,625 $9,153,649
(2 464 Employment services 33,5 $1,904,432 $2,268,362 $2,577,401
511 Dry-cleaning and laundry services 33 $852,820 $380,505 $861,675
400 Retail - Food and beverage stores 31.3  $1,110,746 $1,587,522 $2,296,917
499 Hotels and motels, including casino hotels 2,843.90 $204,740,722 $339,929,801 $451,674,433
461 Management of companies and enterprises 243  $4,958,019 $5,694,948 $8,109,044
) 482 Hospitals 454 $4,428,731 $4,940,853 $7,885,744
g 457 Advertising, public relations, and related services 29  $3,838,768 $5,167,365 $7,356,442
£ 395 Wholesale trade 33.8 $3,743,028 $6,603,625 $9,153,649
_é 440 Real estate 59 $3,523,205 $12,826,794  $15,182,037
E 435 Securities and commodity contracts intermediation and brokerage 109 $2,732,780 $2,229,113 $2,709,690
] 503 All other food and drinking places 69  $2,713,084 $3,786,365 $6,824,016
437 Insurance carriers 16.5 $2,528,087 $5,456,646 $8,151,908
475 Offices of physicians 26.7 $2,510,164 $2,189,756 $3,336,499
499 Hotels and motels, including casino hotels 2,843.90 $204,740,722 $339,929,801 $451,674,433
440 Real estate 59 $3,523,205 $12,826,794  $15,182,037
= 441 Owner-occupied dwellings 0 S0  $10,254,237  $14,394,380
§ 395 Wholesale trade 33.8 $3,743,028 $6,603,625 $9,153,649
ﬁ 461 Management of companies and enterprises 243  $4,958,019 $5,694,948 $8,109,044
‘_i 437 Insurance carriers 16.5 $2,528,087 $5,456,646 $8,151,908
i 457 Advertising, public relations, and related services 29  $3,838,768 $5,167,365 $7,356,442
Q 482 Hospitals 45.4 $4,428,731 $4,940,853 $7,885,744
433 Monetary authorities and depository credit intermediation 6.5 $1,110,335 $4,502,457 $5,054,153
503 All other food and drinking places 69  $2,713,084 $3,786,365 $6,824,016
499 Hotels and motels, including casino hotels 2,843.90 $204,740,722 $339,929,801 $451,674,433
440 Real estate 59 $3,523,205 $12,826,794  $15,182,037
441 Owner-occupied dwellings 0 S0 $10,254,237  $14,394,380
s 395 Wholesale trade 33.8 $3,743,028 $6,603,625 $9,153,649
g' 49 Electric power transmission and distribution 6.4 $1,007,348 $2,387,022 $8,939,754
C; 437 Insurance carriers 16.5  $2,528,087 $5,456,646 $8,151,908
] 461 Management of companies and enterprises 243  $4,958,019 $5,694,948 $8,109,044
482 Hospitals 45.4 $4,428,731 $4,940,853 $7,885,744
457 Advertising, public relations, and related services 29  $3,838,768 $5,167,365 $7,356,442
503 All other food and drinking places 69  $2,713,084 $3,786,365 $6,824,016
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We have further detailed this loss of employment by analyzing the differences
between lost line-level and managerial jobs, as well as lost line-level and

managerial income. These differences are presented in the following table and
charts.

FIGURE 33 LINE-LEVEL JOBS REFLECT 83% OF LOST EMPLOYMENT

Jobs Jobs % Income Income %
Managerial 478 16.8% $54,472,022 26.6%
Line Level 2364 83.2% $150,156,160 73.4%

FIGURE34  SHARE OF MANAGERIAL TO LINE-LEVEL JOB LOSS: MANAGERS
REPRESENT NEARLY 17% OF THE TOTAL

B Managerial

M Line Level
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FIGURE35  SHARE OF MANAGERIAL TO LINE-LEVEL INCOME LOSS:
MANAGERS’ SHARE OF INCOME LOSS REFLECTS A HIGHER,
NEARLY 27%

M Managerial

M Line Level

Due to higher salaries paid to management, the roughly 17% share in jobs
translates to a higher 27% (rounded) share in income.

Beyond the direct loss, the levels of induced spending lost by category are
presented in the following table.

FIGURE 36 LOSS OF INDUCED SPENDING BY EMPLOYMENT TYPE

Employment Laborincome Value Added Output
Managerial 185 $12,239,504 $20,479,242  $30,523,897
Line Level 509 $33,739,100 $56,452,546  $84,141,380

Next, we show the impact on the fire safety and related industries.
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FIGURE 37 FIRE SAFETY AND RELATED JOB IMPACTS

Sector Description Direct Indirect Induced
By Employment

438 Insurance agencies, brokerages, and related activities 0 2.9 3.3 6.2
467 Investigation and security services 0 7.4 4.7 12
470 Other support services 0 1.5 0.5 2

Total 0 11.8 8.5 20.2
438 Insurance agencies, brokerages, and related activities SO $434,237 $498,858  $933,095
467 Investigation and security services SO $215,775 $136,723  S$352,497
470 Other support services SO $74,935 $26,548  $101,482

Total SO $724,947 $662,129 $1,387,074
438 Insurance agencies, brokerages, and related activities SO $631,439 $725,407 51,356,846
467 Investigation and security services SO $241,809 $153,219 $395,027
470 Other support services SO $85,193 $30,182 $115,375

Total SO $958,441 $908,808 $1,867,248
438 Insurance agencies, brokerages, and related activities SO $895,937 $1,029,266 $1,925,203
467 Investigation and security services SO $335,136 $212,355  $547,491
470 Other support services SO $149,032 $52,799 $201,830

Total SO $1,380,105 $1,294,420 $2,674,524
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This reflects a total job loss of roughly 20 fire safety and related jobs and an overall
impact of nearly $2.7 million when all fire safety and related factors are taken into

consideration.

Finally, we present the loss to unions, which are included in the “labor and civic
organizations” category of the economic impact analysis.

FIGURE 38 UNION DUES IMPACTS

By Employment
By Labor Income
By Value Added
By Output

Sector Description Direct Indirect Induced Total
516 Labor and civic organizations 0 0.1 7.1 7.1
516 Labor and civic organizations SO $4,457 $492,824 S497,280
516 Labor and civic organizations SO $5,169 $571,572 S576,741
516 Labor and civic organizations SO $6,144 $679,396 S$685,540

This reflects an impact of roughly $700,000 due to the lack of jobs servicing the
noted lost room nights.
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4. Economic Impact - Construction Industry

Of the Two Impact
Scenarios Presented,
Entire Home/
Apartment Only
Reflects $1 Billion of
Additional Impact

It is important to consider impacts to the development side of the industry. Due to
the availability of supply within the Airbnb sector, fewer rooms are needed within
traditional hotels, thus limiting the ultimate incentive to build those rooms within
the market. We have estimated the economic impact of the removal of this
construction need given the current availability of the Airbnb inventory.

We have presented two scenarios for impact. The first considers all Airbnb
inventory as unavailable and having to be constructed within the NYC market. The
second takes only the entire home/apartment category and applies the same
factors. It is important to consider that developers may not see the needed returns
to entice development of all categories of Airbnb inventory; the price of land and
the time and effort required to develop are important factors to consider. The
adjusted entire home/apartment category is therefore a better indicator of real-
world construction industry impact, which as shown, is roughly $1 billion (vs. $1.8
billion if the entire Airbnb inventory is considered).

The following tables reflect the needed supply of rooms to accommodate the
current demand levels captured by Airbnb users.

FIGURE 39 ROOM INVENTORIES REQUIRED — ASSUMING ALL DEMAND

Room Nights 2,876,396
Number of Rooms 7,881
NYC Occupancy (Current) 85.5%
Potential Supply (Rooms) 9,217

FIGURE 40 ROOM INVENTORIES REQUIRED — ASSUMING ENTIRE
HOME/APARTMENT DEMAND ONLY

Room Nights 1,699,703
Number of Rooms 4,657
NYC Occ 85.5%
Potential Supply (room nights) 5,446
September-2015 Economic Impact - Construction Industry 32

Airbnb and Impacts on the New York City Lodging Market and Economy — New York, New York



FIGURE 41 ROOM INVENTORIES REQUIRED — COMPARISON

All Entire Home/Apt
Room Nights 2,876,396 1,699,703
Number of Rooms 7,881 4,657
Potential Supply (room nights) 9,217 5,446

As shown, roughly 9,200 rooms would be required to house all of the Airbnb
room-night demand within the NYC lodging market based upon current hotel
occupancy levels. When only entire home/apartment demand is considered, this
number drops to just under 5,500 new hotel rooms. This translates into overall
construction cost as follows, based on the HVS Development Cost Survey and our
experience in the NYC hotel development market.

FIGURE 42 OVERALL CONSTRUCTION COST IMPACT - ASSUMING ALL

DEMAND
Land $371,906,044
Building and Site Improvements $874,232,670
Soft Costs $300,935,126
FF&E $160,375,840
Pre-Opening Working Capital $135,029,084

Total  $1,842,478,764
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FIGURE 43 OVERALL CONSTRUCTION COST IMPACT (ALL DEMAND) — BUILDING AND SITE
IMPROVEMENTS REPRESENT LARGEST SHARE

BMLand M Building and Site Improvements Soft Costs MFF&E M Pre-Opening Working Capital

When considering only entire home/apartment units, impact adjusts to just over
$1 billion.

FIGURE 44 OVERALL CONSTRUCTION COST IMPACT - ASSUMING ENTIRE
HOME/APARTMENT DEMAND ONLY

Land $219,764,531
Building and Site Improvements $516,596,426
Soft Costs $177,826,814
FF&E $94,768,348
Pre-Opening Working Capital $79,790,592
Total $1,088,746,711
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FIGURE 45 OVERALL CONSTRUCTION COST IMPACT - COMPARISON

Land
Building and Site
Improvements
Soft Costs
FF&E
Pre-Opening Working
Capital
Total

All Entire Home/Apt
$371,906,044 $219,764,531
$874,232,670 $516,596,426
$300,935,126 $177,826,814
$160,375,840 $94,768,348
$135,029,084 $79,790,592

$1,842,478,764 $1,088,746,711

FIGURE 46 OVERALL CONSTRUCTION COST IMPACT — ADDITIONAL COMPARISON
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FIGURE 47 OVERALL CONSTRUCTION COST IMPACT — ADDITIONAL COMPARISON
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5. Impact on Taxes

We have also researched the impact on taxes due to the lack of the commercial
lodging enterprise that would accommodate the lost room nights. The breakdown
of state, local, and federal taxes lost are presented in the following chart.

FIGURE 48 DISTRIBUTION OF TAXES LOST AT LOCAL, STATE, AND FEDERAL LEVELS

$80,000,000 -

$70,000,000 -

$60,000,000 -

$50,000,000 -

$40,000,000 - M Total State and Local Tax

M Total Federal Tax

$30,000,000 -

$20,000,000 -

$10,000,000 -

$0 . .
Employee Proprietor Income Tax on Production Households Corporations
Compensation and Imports
This graphic reflects that the greatest state and local tax impact is in the tax on
production and imports category, while employee compensation represents the
greatest impact on a federal level.
The following table provides the results in a greater level of detail for each of the
five major categories and the types of taxes that comprise the overall totals. A
summary table is also provided.
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FIGURE 49 IMPACT ON STATE, LOCAL, AND FEDERAL TAXES

Employec.e Proprietor Income Tax on Production Households Corporations
Compensation and Imports
Dividends $108,077
Social Ins Tax- Employee Contribution $87,970 S0
Social Ins Tax- Employer Contribution $170,076
Tax on Production and Imports: Sales Tax $478,623
Tax on Production and Imports: Property Tax $4,043,752
¥ |Tax on Production and Imports: Motor Vehicle Lic $35,932,284
E Tax on Production and Imports: Severance Tax $107,988
Tg Tax on Production and Imports: Other Taxes $30,238,970
é Tax on Production and Imports: S/L NonTaxes SO
% Corporate Profits Tax $3,241,813
& |Personal Tax: Income Tax $9,067,165
Personal Tax: NonTaxes (Fines- Fees) $203,338
Personal Tax: Motor Vehicle License $1,175,906
Personal Tax: Property Taxes $57,825
Personal Tax: Other Tax (Fish/Hunt) $143,049
Total State and Local Tax $258,047 SO $70,801,617 $10,647,282 $3,349,890
Social Ins Tax- Employee Contribution $14,194,974 $835,414
Social Ins Tax- Employer Contribution $14,096,340
_ |Tax on Production and Imports: Excise Taxes $4,907,387
g Tax on Production and Imports: Custom Duty $2,031,831
E Tax on Production and Imports: Fed NonTaxes $516,567
Corporate Profits Tax $7,811,928
Personal Tax: Income Tax $20,639,905
Total Federal Tax $28,291,314 $835,414 $7,455,785 $20,639,905 $7,811,928

FIGURE 50 TAX IMPACT SUMMARY

Employec.e Proprietor Tax on Production Households Corporations Lodging Tax
Compensation Income and Imports
Total State and Local Tax $258,047 SO $70,801,617 $10,647,282 $3,349,890
Total Federal Tax $28,291,314 $835,414 $7,455,785 $20,639,905 $7,811,928
Total $28,549,361 $835,414 $78,257,402 $31,287,187 $11,161,818 $76,503,790

% 12.60% 0.37% 34.54% 13.81% 4.93% 33.76%




FIGURE 51 DISTRIBUTION OF TAXES LOST BY TAX TYPE (OVERALL)

12.60% 0.37%

Employee Compensation
M Proprietor Income
M Tax on Production and Imports
M Households
M Corporations

M Lodging Tax

FIGURE52  TAXES ON PRODUCTION, IMPORTS AND LODGING TAX REPRESENT GREATEST IMPACTS

$90,000,000 -
$80,000,000 - 578,257,402 $76,503,790
$70,000,000 -
$60,000,000 -

$50,000,000 -

$40,000,000 -
$31,287,187

$30,000,000 - 528,549,361

$20,000,000 -

$11,161,818
$10,000,000 -
$835,414

- | | L

Employee Proprietor Income Tax on Production Households Corporations Lodging Tax
Compensation and Imports

September-2015 Impact on Taxes 39
Airbnb and Impacts on the New York City Lodging Market and Economy — New York, New York



6. Conclusion

This report presents a wide range of New York City lodging industry impacts that
exist due to the existence of the Airbnb lodging alternatives present in the market.
Impacts presented in this report are summarized in the following table and graph.

FIGURE 53 FISCAL IMPACT SUMMARY

Direct Loss $451,426,000
Ancillary Loss

Food $88,880,636

Beverage $20,537,467

Other Operated Departments $11,850,752

Miscellaneous Income $14,669,620

Total  $135,938,475

Construction Loss (Entire home/apt) $1,088,746,711

Indirect Effect - Loss $101,616,132
Induced Effect - Loss $114,665,277
Tax

Employee Compensation $28,549,361
Proprietor Income $835,414

Tax on Production and Imports $78,257,402
Households $31,287,187

Corporations $11,161,818

Lodging Tax $76,503,790

Total $226,594,972

Total $2,118,987,567
Rounded $2,100,000,000
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FIGURE 54 FISCAL IMPACT SUMMARY — MAJOR CATEGORIES

Direct Loss $451,426,000
Ancillary Loss $135,938,475
Construction Loss $1,088,746,711

Indirect Effect - Loss $101,616,132
Induced Effect - Loss $114,665,277

Taxes Loss $226,594,972
Total $2,118,987,567
Rounded $2,100,000,000

FIGURE 55 FISCAL IMPACT SUMMARY — MAJOR CATEGORIES

M DirectLoss M Ancillary Loss M Construction Loss

mIndirectEffect - Loss mInduced Effect- Loss Taxes Loss

In conclusion, the market as a whole is affected by over $2.1 billion, with the
greatest levels of impact generated by loss of over $450 million in direct revenue
and roughly $1 billion in potential new development investments. With the Airbnb
revenue staged to potentially double in size, we only expect these impacts to grow
proportionately and become a more significant and important factor in the
competitive landscape of the New York City lodging market.
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7. Statement of Assumptions and Limiting Conditions

1.  Thisreportis to be used in whole and not in part.

1.  Allinformation, Airdna market data, estimates, and opinions obtained from
parties not employed by TS Worldwide, LLC are assumed true and correct.
We can assume no liability resulting from misinformation.

2. None of this material may be reproduced in any form without our written
permission, and the report cannot be disseminated to the public through
advertising, public relations, news, sales, or other media.

3.  We are not required to give testimony or attendance in court because of
this analysis without previous arrangements, and shall do so only when
our standard per-diem fees and travel costs have been paid prior to the
appearance.

4. If the reader is making a fiduciary or individual investment decision and
has any questions concerning the material presented in this report, it is
recommended that the reader contact us.

5.  We take no responsibility for any events or circumstances that take place
subsequent to either the date of this report;

6. Many of the figures presented in this report were generated using
sophisticated computer models that make calculations based on numbers
carried out to three or more decimal places. In the interest of simplicity,
most numbers have been rounded to the nearest tenth of a percent. Thus,
these figures may be subject to small rounding errors.

7. Itis agreed that our liability to the client is limited to the amount of the fee
paid as liquidated damages. Our responsibility is limited to the client, and
use of this report by third parties shall be solely at the risk of the client
and/or third parties. The use of this report is also subject to the terms and
conditions set forth in our engagement letter with the client.

8. This study was prepared by TS Worldwide, LLC. All opinions,
recommendations, and conclusions expressed during the course of this
assignment are rendered by the staff of TS Worldwide, LLC as employees,
rather than as individuals.
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