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Messace from CHTA

The Caribbean Hotel and Tourism Association (CHTA)

is pleased to have partnered with KPMG in the conduct
of the 2016 Caribbean Resort Benchmarking Survey.
The results clearly point to the ongoing operational
challenges which our industry faces, both in stimulating
revenue and in containing costs.

&

It is instructive to note that in 2015 many hoteliers
experienced an uptick in revenue, but also plowed that
back into essential capital expenditures to help upgrade
their product, realize new operational efficiencies, and
maintain or increase their profitability.

We are encouraged by the increased investments

which Caribbean hotels are making to improve energy
efficiencies and reduce costs. The appetite to invest
more in energy efficiencies and property upgrades
continues to be tempered by the challenges hotels face in
securing financing.

Today’s successful hoteliers are using data like that found
through the Benchmarking study to support business
planning and drive greater efficiencies and revenue.

We wish to thank KPMG as well as all of those hotels
which participated in the survey. Detailed results will

¥ be provided to the participants and the survey overview
J & is available through CHTA's Knowledge Center on its
L. A i k- website.
1 o g, o

Sincerely,

Frank J. Comito
CEO and Director General
Caribbean Hotel and Tourism Association
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Dear Reader:

KPMG's Caribbean Travel, Leisure and
Tourism group is delighted to present
the results of KPMG's 2016 Caribbean
Resort Benchmarking Survey
("survey”), which has been designed
to help owners, operators, lenders and
investors better understand the profile
and performance of their Caribbean
resorts.

This survey is the first piece of
thought leadership that we at KPMG
have produced in collaboration with
the Caribbean Hotel and Tourism
Association (“CHTA"). We hope,

and expect, that it will be the first

of many. Obviously the wider and
deeper the pool of participants the

more representative the survey; CHTA,

through its membership, provides
this opportunity, amongst many other
positive contributions.

The general theme of this survey is

a positive one, continuing the trend
that we have seen in recent years.

All Key Performance Indicators
("KPIs") - occupancy, ADR, REVPAR
and average number of full time
employees - are up for the period
under review i.e. financial year 2015. It
really does appear that those resorts
which were able to survive the very
difficult days of recession starting in
2007/2008 are now beginning to see
the benefit of the difficult rate cutting
that many had to introduce to survive.
Furthermore, whilst it is not good
news for developers of new resorts,
today's higher confidence levels

and improved liquidity are still not
translating into readily available capital,
which does represent good news for
existing operators. The lack of new
projects and associated new inventory
represent a significant window of
opportunity for existing operators to
benefit from enhanced demand which

allows rates to rise again as we are
seeing in this survey.

It is not all good news though. The
three biggest challenges for Caribbean
tourism in 2016/2017 highlighted by
survey participants are the Zika virus,
high utility costs and increased hotel
operating costs. We hope the Zika
virus is a “one-off” but high utility
costs are a recurrent complaint and if
this issue is still being cited as a major
challenge whilst energy prices are
low, it will obviously become an even
bigger hurdle to growth when energy
prices rise again as they undoubtedly
will. It is no surprise that the major
refurbishment and redevelopments
planned by survey participants in

the next 18 months relate to energy
efficient investments. The issue

of high operating costs is not a
newcomer to this survey either and
illustrates that the Caribbean is a very
expensive region in which to conduct
business.

A further cautionary note is that
preliminary financial data from
reputable sources seems to suggest
that Key Performance Indicators (KPls)
may be falling somewhat thus far in
2016 but of course we won't know
the full story until the financial year is
complete and we compile next year's
survey.

Simon Townend
Head of Advisory

Gary Brough
Head of Travel,
Leisure & Tourism

KPMG Islands Group KPMG Islands Group
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The term “window of opportunity”

is another recurring theme of this
survey. Existing operators have a
window of opportunity within which
they should aim to grow and establish
their competitive positions before new
room inventory comes along, before
the full impact of recent developments
in Cuba take effect and before fuel
prices increase.

We take this opportunity to say a
huge thank you, once again, to our
survey participants who will also be
receiving a more detailed analysis of
the financial results of the survey. We
welcome and encourage participation
from additional resorts for future
surveys.

If you have any questions concerning
the survey please contact us or your
local KPMG office listed on the back
cover.

:i
Steve Woodward Charlene
Managing Director Lewis-Small
Director
KPMG in Bermuda KPMG in

The Bahamas
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Methodology
Financial information was collected from resorts in various
Caribbean jurisdictions.

This survey is based on the survey data collected. Financial
information was analyzed on a consolidated basis and is
based on a non-weighted average (mean) of the number of
properties.

Each line is calculated independently. The average amount
and percentage shown for each revenue and expense

line item will only represent the average amount and
percentage for those resorts that contributed data for

that line item. For example, for those resorts which did

not make contributions to replacement reserves, the
percentage of total revenue of all other line items will be
impacted to the extent there has been a percentage of total
revenue allocated to a line item that they did not incur, in
this example an allocation to replacement reserves. This
impact is inevitable as revenue and expense categories
vary across the survey population but, as far as possible,
responses were reclassified according to the tenth edition
of the Uniform System of Accounts for the Lodging Industry
(USALI) where necessary (note: eleventh edition now
available and will be used for future surveys). Financial
information from the survey is presented in accordance
with USALI.

Where there is a discrepancy between the key performance
indicators (KPIs) provided by a participating resort and the
underlying data provided by that resort, the underlying data
has been assumed to be correct and the KPI has been
recalculated based on that underlying data.

b

The KPIs shown are based on the simple average of
responses from survey respondents. Accordingly, such
simple average KPIls may not necessarily appear to
reconcile to certain source data. For example, the impact
on survey results of the occupancy of a resort with a very
large number of available rooms is quite different if a simple
average approach is taken rather than a weighted average
approach, particularly if that resort’s occupancy is unusually
high or low.

Where a participating resort’s calculation of a KPI does not
agree to the standard industry norm of calculating that KPI
(for example RevPAR = ADR* occupancy rate), the standard
industry norm has been used.

Percentages of Total Revenue have been based on Total
Departmental Revenue except for Departmental Expenses
which are shown as a percentage of the associated
Departmental Revenues.

The survey responses were not audited.

Differences between the survey and other reports may
result from differences in the profiles of respondents.
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[ne State of barinbean tounsim

The major operational issues

facing Caribbean tourism are more
subjective and uncertain this year
than for probably any of our previous
benchmarking surveys.

For example, what will be the impact
of Cuba opening up? This is not a new
issue by any means but developments
relating to Cuba have accelerated since
our last survey and what certainly is
new is the opening of travel to Cuba for
U.S. citizens.

What will be the impact on the region
of Brexit and the associated weakening
of sterling, particularly for the Eastern
Caribbean, which is more dependent
on the European tourist than elsewhere
in the region?

How is Zika impacting Caribbean
tourism now and how wiill it impact the
region in the future?

How will increased global security
concerns impact Caribbean tourism?

Cuba

CHTA's excellent article of June 2015 on
Cuba entitled “The Great Disruption for
the Good of the Caribbean” describes
the opening of travel for U.S. citizens

as “the biggest and most disruptive
pebble dropped in the Caribbean pool
in fifty years”. In broad terms CHTAs
views on recent developments in

Cuba are consistent with the views
expressed elsewhere in this survey and
with the theme that there is a window
of opportunity for existing Caribbean
resorts and destinations.

“The coming Cuban disruption just
might be the tonic that the (Caribbean)
countries need individually and
collectively to build the kind of strategic
approaches to tourism development
that will yield sustainable results for
their citizens.”

Brexit

As pointed out on page 5 of this survey
for 10% of survey participants the

UK is the strongest European source
market for the region and is traditionally
a particularly strong source market

for the Eastern Caribbean. The vote

on June 23rd for Britain to leave the
European Union and the subsequent
fall in the value of sterling has led to a
great deal of uncertainty. Generally the
consensus seems to be that British
holidaymakers will, at least in the short-
term, be more likely to stay at home or
close to home and less likely to take
long-haul flights.

Zika

The impact of the Zika virus on
Caribbean tourism is, at the moment
at least, a great unknown. There are
many uncertainties relating to Zika
which we do not wish to add to but the
reality is that it is clearly a serious issue
for the region. As pointed out on page
11 of this survey, it is considered by
our survey participants to be the most
significant challenge facing Caribbean
tourism. The fact that it is considered
to be more of a challenge than other
issues such as high utility costs and
increased operating costs speaks
volumes for its potential impact.

Security

Itis a regrettable fact that since our
last survey there have been numerous
terrorism acts globally. Concerns about
security are changing the tourism
landscape and certain destinations

are being perceived as high risk for
travel. They are obviously suffering

as a consequence and perceived

safer destinations are benefitting.
Generally, the Caribbean is seen as a
safe region and long may that continue.
Furthermore, given its proximity to its
main feeder market, the U.S., and the
perceived additional feeling of safety of
being “close to home” the Caribbean is
likely to be a net beneficiary should the
prevailing security landscape continue.
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Approximately 39% of our survey
respondents are full service resorts
with condo hotels (24%) and all
inclusive resorts (17 %) being the next
two most common categories.

Unsurprisingly respondents once again
overwhelmingly cater to the leisure
sector (66%) but both the business
sector (15%) and group business
(19%) featured more strongly than
previous surveys. More than half
(51%) of respondents are considered
luxury or ultra luxury resorts.

In this survey 38% of respondents fall
into the 50-99 room category. However
the 21% of respondents with more
than 200 rooms increased the average
room size to 159.

Since our last survey in 2014 there
have been some interesting trends in
distribution channels. At 28% (down
from 30% in 2014) travel agents
remain the most important generator
of business but only just with resorts’
own websites and reservation systems
(26%) sharing second place with the
rapidly increasing online travel agents
(26%, up significantly from 17% in
2014). Direct walk ins and auction

sites are both less important sources
of business than in 2014, the latter
significantly so, perhaps as a function
of the improvement in the economy,
and there being less pressure on rates.

North America again, unsurprisingly, is
by far the largest source market with
the U.S. responsible for 60% of guests
and Canada 14%. The UK (11%) is the
strongest European source market.

The number of room nights available
increased by 19% versus prior years
which corroborates the findings

of our 2014 survey where 48% of
respondents indicated an intention to
expand and renovate.

There is good news on the
employment front too with a 8%
increase in the average number of full
time equivalent employees.

Resort Type

m All inclusive

| Full service

W Select service
m Limited service

m European plan

6%
17%
24%

4%

m Condo-hotel

m Other 6%

39%

4%

Source: KPMG International, KPMG'’s 2016 Caribbean Resort Benchmarking Survey

Primary Guest Segment

19%

m Corporate/business
® Leisure/independent

m Group

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

0
5% 7%

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

Service Type

22%
m Ultra-Luxury
W Luxury
m High-end

® Mid-range 44%

H Economy

22%
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Room Count Total Room Nights Available Per year
190,000
185,000
180,000
m Below 50 175,000
50-99 170,000
= 100-200 165,000
u Above 200 17% 160,000
155,000
150,000
145,000
Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey 140,000

2014 2015
Source: KPMG International, KPMG'’s 2016 Caribbean Resort Benchmarking Survey

Distribution Channels Average Number of Full Time Equivalent (FTE)
Employees

2%
195

| Auction sites

m Tour operator/travel ag

18%
28%

190
® Online travel agencies

185
®m Own website/reservatio

system
m Direct/walk-ins 180
26%
N ) .

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey 170

2014 2015

Source: KPMG International, KPMG'’s 2016 Caribbean Resort Benchmarking Survey

Primary Source Market

UK, 10.65%
Canada, 13.72% |
|

Local, 5.16% China, 0.10%

Russia, 0.13%
|

Other European, 3.86%

Other Caribbean,
[ 3.79%

Other Asia,
0.12%

Africa, 0.27%

Other Latin
American, 1.42%

Australasia, 0.15%

Brazil, 0.50%

[
USA, 60.13%

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
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Benchmarking results

Itis very encouraging that all KPIs are up for the period
under review i.e. financial year 2015. Average occupancy

is up from 56.93% to0 63.11%, ADR is up 5.7% from
US$406.40 to US$429.64, and RevPAR is up 12.3% from
US$22749 to US$255.53. In the 2007/2008 period many
survey participants had to cut rates to maintain occupancy
and in some cases to simply survive. However they are
now seeing some improvement in the rates that can be
secured. Furthermore, this has not come at the expense of
occupancies; in fact occupancy rates have increased.

On a cautionary note preliminary financial data from
reputable sources seems to suggest that KPls may be falling
somewhat thus far in 2016 but of course we won't know the
full story until the financial year is complete.

Measures taken to maintain rates and occupancies are very
consistent with our 2014 survey—perhaps because they
appear to be working. Nearly half of the hotels surveyed

in 2016 are using revenue enhancement as their primary
performance improvement tool with increased marketing the
second most popular performance improvement measure.

Annually we at KPMG produce a Caribbean Financing Survey
and for several years now we have seen confidence levels
increase and liquidity improve and yet this has still not
translated into readily available capital. Whilst this is not good
news for developers of new projects it does represent good
news for existing operators who have benefited from the
absence of new competition and the associated increase in
supply, allowing them the time to improve their KPIs as seen
in this survey.

Occupancy Rate (%)

64

63
62
61
60
59
58
57
56
55
54
53

2014 2015
Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
Average Daily Rate (US$)

435
430

425
420
415
410
405
400
395
390

2014 2015

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
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RevPAR (US$)

260
255
250
245
240
235
230
225

220
215
210

2014 2015

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

Primary Performance Improvement Tools

9%
4%
22% ‘ 48%
11%
6%

m Revenue enhancement
H Rate discounting

m Cost cutting

® Increased marketing

m Additional services

m No measures to be taken —

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey —
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Respondents’ 2015 profitability and general operating performance is remarkably similar to 2014. However, the improvement in
KPIs and the growth in revenue is offset by an equivalent increase in the cost of doing business. Departmental expenses increased
by almost the same rate as departmental revenue. Utility expenses fell by 18% versus 2014 which is not surprising given the global
fall in fuel costs and marketing costs fell by 10% which could relate to reduced pressure to maintain rates and occupancy. However,
administrative and general expenses (11 %) and property maintenance expenses (12%) increased which indicates continued
pressure in certain cost areas.

Overall it does illustrate that growing the top line doesn’t necessarily translate into a growth in the bottom line. Increased
profitability will continue to be a constant battle on two fronts—revenue growth and cost constraint.

Profitability (as % of total revenue)

2014 2015

60%

50%

40%

30%

20%

10%

0%

M Departmental Income M Gross operating profits

Source: KPMG International, KPMG'’s 2016 Caribbean Resort Benchmarking Survey

Change in undistributed expenses 2015 versus 2014

15%

10%

5%

0%

-5%

-10%

-15%

-20%

W Administrative and General M Sales and marketing M Property operation and maintenance Utilities

Source: KPMG International, KPMG'’s 2016 Caribbean Resort Benchmarking Survey
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Approximately 26% of survey respondents are very optimistic that financial performance in 2016 will be better than in 2015 and
76% are at least moderately optimistic. These are generally very positive figures but there are a couple of cautionary notes. A rather
large 17% of respondents are not at all optimistic and 2016 optimism levels, whilst high, are not quite as high as they were in 2014.
Furthermore, as stated earlier in this survey, some reputable sources are reporting signs of a downturn in KPIs thus far in 2016.

These cautionary comments were corroborated when we asked about confidence in the Caribbean tourism market for next year.
An overwhelming 56% chose the “middle” option of moderately confident with more of the remaining respondents indicating that
they are confident rather than not confident. Clearly whilst there is no lack of confidence there are no really strong convictions of
confidence either.

Optimism for 2016 performance

30%

25%
20%
15%
10%
5%
0%

1- Not Very Optimistic 2 - Not Optimistic 3 - Moderately 4 - Optimistic 5 - Very Optimistic
Optimistic

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

Confidence in Caribbean tourism

60%

50%

40%

30%

20%

10% .
. m L]

1 - Not very confident 2 - Not confident 3 - Moderately 4 - Confident 5 - Very Confident
Confident

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
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The three biggest challenges highlighted by survey participants for Caribbean tourism are the Zika virus, utility costs and increased
hotel operating costs. Zika is a newcomer and hopefully will not be an ongoing issue. High utility costs are, however, a perennial
problem and, even now, when energy costs are relatively low, they are still being cited as a major challenge to Caribbean tourism.
Clearly, as energy prices increase, as they inevitably will, high utility costs will become an even more significant challenge.
Increased hotel operating costs are the third biggest challenge cited by survey participants, an issue raised consistently in previous
surveys and one which illustrates that our region is generally an expensive place to conduct business.

18%
16%
14%
12%

10%

8%

6%
4%
o

Increased  Fragile global  Increased Increased Ability to  Crime/Fear of New taxes e.g.  Reduced Utility costs ~ Hurricanes  On-line travel  Zika virus Impact of Threat to
Hotel economic destination  travel costs secure crime VAT government agents Cuba correspondent

Operating  environment costs financing incentives banking
Costs relationships

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

Government concessions

What can governments do to help regional resorts? Somewhat surprisingly the polarizing issue of citizen investment programs
received only 5% of support. Nearly half (45%) of respondents favored import duty waivers as the government concession
considered to be most “favorable” towards resorts.

Government concessions considered “favorable”

31%

| Payroll tax exemptions
B Import duty waivers

m Citizen investment
programmes

Hotel tax waivers

5%

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
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Expansion plans

Two thirds of respondents plan to expand, redevelop or undertake major refurbishments with an energy efficient component over
the next 18 months, a clear collaboration of the earlier message about the aforementioned challenges represented by high utility
costs.

Major refurbishments/redevelopments in next 18 months?

9%

M Yes - but no energy
efficiency investment

M Yes - including energy
efficiency investment

m No

Unsure

67%

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey
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Lonclusion

Considering the survey results in conjunction with the current
state of the industry in the region we believe now represents

a very interesting time for existing resorts, and can best be
characterized as a “window of opportunity”. As discussed
elsewhere in this survey there has been a lengthy period

where capital has not been readily available to finance new
projects. There are no signs of this changing any time soon

and given the lead time needed to complete new projects
existing operators can safely assume they still have at least

a 3-b year window before significant additional room supply
comes on stream. However, they should not be complacent
and should capitalize on this window of opportunity to grow and
establish their competitive position and to increase and stabilize
rates. As illustrated by CHTA's article on Cuba there is also a
window of opportunity for existing operators before the full
impact on regional tourism of a more open Cuba takes effect.

Caribbean Hotel Confidence Barometer

2.77

2.5
1.5
0.5

0

Source: KPMG International, KPMG's 2016 Caribbean Resort Benchmarking Survey

w
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w
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Furthermore, as we have seen again in this survey, high utility
costs are a challenge to regional resorts and it is only a matter
of time before fuel costs rise again. Existing operators have a
window of opportunity to invest in energy efficient measures
and in this regard the aforementioned intention of many resorts
to invest in energy efficient refurbishments is encouraging.

In closing we compare our 2016 survey respondents’
confidence levels with those respondents to previous surveys.
We can see that whilst confidence levels are high they are not
as high as they were when we conducted our last survey in
2014.

3.61
I |
2014 2016

At the conclusion of our 2014 survey, we stated that the resort industry in the Caribbean appeared to be starting to emerge from

the downturn with some vigor and that it had set its eyes firmly on 2015 and 2016 as the years where the industry returned to
robust and meaningful growth. This 2016 survey appears to corroborate this view for 2015 with all KPIs improving for 2015. Looking
forward we now watch with great interest whether or not existing operators take advantage of this window of opportunity. Our next
Caribbean Resort Benchmarking Survey will monitor progress. Stay tuned.
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Please contact the KPMG member firm represented in your country if you have any questions. KPMG member firms are
represented in more than 18 countries in the Caribbean region, and have a specific knowledge and understanding of the
business, cultural, economic and political facets of conducting business in each country.

Antigua & Barbuda, Anguilla, Cayman Islands St. Vincent & the Grenadines,

Dominica Kris Beighton Grenada

Cleveland Seaforth +1345914 4392 Brian Glasgow

+1 268 462 8868 krisbeighton@kpmg.ky +1 784 456 2669

cseaforth@kpmg.ag brianglasgow@kpmg.vc

Dominican Republic

Bahamas Francisco Gonzalez Trinidad & Tobago

Charlene Lewis-Small +1809 566 9161 Stacy-Ann Golding

+1242 393 2007 franciscogonzalez@kpmg.com +1 868 623 1081

clewis@kpmg.com.bs sngolding@kpmg.co.tt

Barbados Jamaica Turks & Caicos Islands
. Karen Burgess

Christopher Brome +1 876 684 9922 Gary Brough

+1 246 434 3907
cbrome@kpmg.bb

+1649 946 4613

k b @k . i
arenburgess@kpmg.com.jm gbrough@kpmg.tc

Bermuda Dutch Caribbean, Cuba &
Steve \Woodward Suriname

+1441 294 2675 Henk de Zeeuw
stevewoodward@kpmg.bm +599 97325156

dezeeuw.henk@kpmg.com
British Virgin Islands

Christopher Farmer St. Lucia
+1 284 852 4821 Frank Myers
christopherfarmer@kpmg.vg +1758453 1471

fvmyers@kpmg.lc

www.kpmg.com

The information contained herein is of general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without
appropriate professional advice after a thorough examination of the particular situation.

Corporate Finance services, including Financing, Debt Advisory and Valuation Services, are not performed by all KPMG member firms and are not offered by member firms in certain jurisdictions due
to legal or regulatory constraints. Forensic advisory and expert witness services may be subject to legal and regulatory restrictions.
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