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Kalibri Labs & Distribution Channel Analysis

Study Issued in 2012

Dlstrlbut|on Channel Ana|y5|s

Company formed in 2012 a Guide for Hotels
, Q h,w,‘

Inspired by findings that emerged from the
Distribution Channel Analysis

Analyzing 2.5B transactions annually

Data from 70+ brands worldwide

Helping hotels improve performance by evaluating
customer acquisition results based on revenue net of
acquisition costs
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Fragmented content give aggregators an
advantage to control merchandising sources

0 Expedia’ ,E Account v My Scratchpad @ ~ My Trips

Home BudeeDeaIsCars Flights Cruises Thingsto Do Deals Rewards Mobile

B New York, NY, United States (NYC-AIl Airports) ~ Thu, Jul 16 - Sun, Jul 19 1 room Change search 0
Sort By: Distance Price Guest Rating Hotel Mame Most popular More «
Hotel avg 3 star avg 4 star avg 5 star avg
$234 $191 $238 $392
New York Marriott Marquis ¢ ¢ ¢ ¢ Excellent! 4.4/5
New York @ Map (3546 reviews)
14.50 mi from All Airports (NYC)
1-866-272-4856 - Expedia Rate + Free Cancellation $569 $349
Booked in the last 28 minutes avg/night
H A H R I DT T + Book Now, Pay Later
Hyatt Times Square New York ¢ ¢ ¢ ¢ Wonderful! 4.6/5
New York @ Map (1992 reviews)
® 14.43 mi from All Airports (NYC) $ 4 3 g

H I 1-866-310-3405 - Expedia Rate $279
Booked in the last 48 minutes avg/night
Crowne Plaza Times Square Manhattan Excellent! 4.3/5
(2 X 2] (3490 reviews)

New York @ Map $64_2 $30g

14.48 mi from All Airports (NYC) avginight
1-866-608-6760 - Expedia Rate 9
Booked in the last 2 hours

InterContinental Hotels Group
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Large tech companies are selling hotel rooms and
adding significant costs to the ecosystem
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A Value Shift has been Underway

priceline.com§
tripadvisor- $72.3B

$11.7 B

. g
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Expedia (
Where You book matfers. , $672 B
16.4 B N
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Third parties increment cost to both
consumers and direct business

I_m._.m._m_,

In reality, consumers are expose_d to @Y@ ( ; OC [ e arugarunm
many advertising channels, making it o \Jg N AT RN
difficult to identify true attribution

W

%"mExpedia‘@
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Rise of the Gatekeepers

MARKET POWER
10X

THEN

Source: Jeff Katz

wm Google/FB

NEXT
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Everyone wants a piece of the action

Apple s a Future iPhone App Called iTravel
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We don’t want a “Kodak moment”

4 An ugly picture

Slip Sliding Away

Kodak's:
share price, $ employees, 000 Weekly CD sales, change from
100 150 Previous year
0%
80 120
B oo e e
60 90
T
a0 60 j.ljl
20 30
1973 80 90 2000 12
Sources: Company reports; Thomson Reuters

Sturce: Mielsan SoundScan
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Demand Share Is Shifting

Total Acquisition Cost for

hotels is between 15-25%
of total guest paid revenue

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

U.S. OTA Market Share by Hotel Segment
(% of Total Guest-Paid Room Revenue)

15.8%
+108% /7
‘ 52% 7
7 + 0 7’
. 7 . 7’ 11.7% +339% =
e -
Pag 8.8%
1.8% 1.7%
Economy / Midscale Upper Midscale / Upscale Upper Upscale / Luxury

n2011 m2012 m2013 m2014

Data shown is preliminary; based upon forthcoming “Distribution Channel Analysis — 2016”
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% of Total

Why are Hotel Website Visits Declining?

Major OTAs Dominate Online Marketing Spend

$7.2 Billion $115.9 Billion Ad Spend by U.S. Hotels, Share by Channel, 2011-2015 (USSM)
100% | ey oo
o0% Online Spend Share (%)
43% 46% 48% 50% 52%
80%
70%
o0 Rest of Industry
50% e
40% .
30% e EXPE
20% B .
10% $1,799 $26,346 PCLN 2011 2012 2013 2014 2015
0% M Online W Offline

Source: Mmmmﬁa PhoCusWright, Emmm? gﬂpmf.;_c_ Research,
Together, Expedia and Priceline
spend over $3.5 B on online
advertising, accounting for
50% of the 2013 industry total.

Mote: 2014-2015 projected.
Source: The U5, Travel Advertising Marketplace: Industry Sizing and Trends 2015
© 2014 PhoCus\Wright Inc. All Rights Reserved.

In contrast, U.S. Hotels spent
just $886 M on online
advertising in 2013.
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Revenue Growth Positive - Commissions RiIse at 2x

12

40%

35%

30%

25%

20%

15%

10%

5%

0%

aPeCommissions

a@=Room Revenue

a@molal Acquisition Cosls

aP=Sales & Marketing Expense

a@Ps|otal Revenue

2009

Retail commissions only
Source: HAMA Study 2013-2014

2010
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Customer Acquisition Costs Erode Profits

13

100%
90%
80%
70%
60%
50%
40%
30%
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10%

0%

100% 10-20% 20-30%

N
N\

70-80%

NN

Before Commissions Commissions + Contribution
Acquisition Costs Only Sales/Marketing

Source: 2012 NYC Study
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Acquisition costs need to be managed

e - CHANNEL COSTS
«  COMMISSIONS
r . - TRANSACTION FEES
Up to 5-6x higher than o * LOYALTY COSTS
acquisition costs in other ) QXI_EI'E\‘S'TXN%OSTS
\ travel sectors ) MARKETING
1 point will save about $2 billion
per year for the U.S. hotel industry
Guest-paid Net Revenue
Revenue
14 © Kalibri Labs 2015 =~
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NEW SYL. ASH

* The latest from Google

* Peer to peer services: Uber and AirBnB
* Technology consolidation

* New entrants in core hotel segments

* Hot off the press from Amazon
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“Organic search”
...a quaint term from the mid-2000s

(Ncwember 17, 2014 \

Google achieves
100% monetization
above the fold for
hotel searches

- _
Google is dropping its horizontal Carousel display of local
search results for hotels. It's being replaced with a 3-pack
of listings from Google Hotel Pricing ads. Thus for hotel
searches, 100% of the area above the fold is now
monetized. For hotel marketers Google has finally become
an ad engine that also returns some search results.

We knew that this day was coming. Like frogs in slowly warming water that

ultimately reaches a boil we hardly noticed.

© Kalibri Labs 2015 "’g
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Google search results are biased to Google internal

channels

|
GOQS{C Hm miami hotels

All results that are “above the
fold” are paid; there is no organic

listing.

Web Maps Images Shopping Lk L= v L 1 L

About 132,000,000 results (0.54 seconds)

EPIC Hotel Miami - EPICHotel.com
www.epichotel.com/ -

Save up to 30% this Summer. 20% off at Exhale Spa.

Kimpton Hotels & Restaurants has 26,710 followers on Google+

AAA Approved Discount - Packages & Promotions - Book Online

180 Hotels in Miami FL - Lowest Price Guarantee
www.booking.com/Miami-Hotels ~

4.6 49 rating for booking.com

Book your Hotel in Miami, Florida.

Free Cancellation - 24/7 Customer Service - Read Real Guest Reviews

Airports: Miami International Airport, Fort Lauderdale Hollywood Airport.._.

Deals & Special Offers - Luxury Hotels - Most Popular Hotels

Miami Hotels - Expedia.com
www.expedia.com/Miami_FL_Hotels -
Best Rates or Refund + $50 Coupon. Save on Hotels in Miami, Florida.

Hotels near miami

[ Sun, Jun 21 [ Mon, Jun 22

Sheraton Miami Airport Hotel & Executive Meeti... $104
3.8 %k dk 68 reviews - 3-star hotel

MWW 21st St - Modern airport/conference lodging with a river-

view pool & 24/7 gym, plus free WiFi & local shuttle.

Price ~ Rating = Hotel class ~ M

jorg]

South Miami Hotels $67
www._trivago.com/Hotel-Cheap-SouthMiami
Mever Pay Full Price on Hotels.

Find your ldeal Hotel South Miami!

Loews Miami Beach Hotel

www loewshotels.com/MiamiBeach ~
4.4 Jededded rating for loewshotels.com
(855) 885-6397

Luxury Hotel Featuring Pools, Spas

& Lounges From Only $339! Book Mow.
¢ 1601 Collins Ave, Miami Beach, FL

Trump Miami
www.trumpmiami.com/ =

Luxury Accommodations, Beachfront
Views, Fine Dining and Morel

$43 Miami Hotels
www.orbitz.com/Miami_Hotels -
4 4 Jddrdrd rating for orbitz.com
Book Mow for Great Rates & Save.
Plan Your Next Escape to Miami.

Miami Airport Hotel
www.daysinnmiamiairport.com/ -
Free 5 Minute Shuttle To Terminal.

\

Doonle Oveliss hloas Andd Congnl
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Google’s Travel Ecosystem

: N . v v v
Trip Search Marketing Car, Cruise, Walk-in To
and Planning By travel companies e okl Seacch Rail, and Bus Airport/Hotel
S I I AT . : . B~
".v'c 9} IC , 1‘0"Jf as ( W l - (00 le hotet finder S'de'car
%\ s )g Al " T QORIE 3 * oS
1 ) I | C ot
Google books ” W) Googlewal
Frommer's- / 5 Payment Gateway GODS[G
Travel Guides ¥ Checkout & =
i 1 e
Management
4
:::::::: :2: During Trip
l
v v v v
Share Trip o Local Destination
R Navigation Local Deals Details
3 n 2
"-! Picasa Youllllg" (;008[(‘ maps Google earth Google offers Google places

Google
U Blogger

Source: BCG and Hilton Worldwide



Future: Peer to peer services

Marrisania

qybnb

Q CITIES ~

BARCELONA
CHICAGO
LOS ANGELES
NEW YORK

TORONTO

From tap to table in minutes

UberEATS delivers the best of your city right when you want it.
Our curated menus feature dishes from the local spots you love.
And the ones you've always wanted to try. It's same cashless
payment as an Uber ride. So just tap the app, meet your driver

outside, and enjoy.

cornueriudl & Froprietaly
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Tech Consolidation — why should it matter?

4 N
ORACLE | micros

. Oracle Buys MICRO§
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Core to a Hotel's Profit

Business Travel Groups & Meetings

Lanyon
exper. ernt

II.
BCD e travel CONCUR

travel smart. achieve more,

cvent oo

POW’ "LOVE IT. TRIPBAM SAVED ME $160 A NIGHT AT THE SAME HOTEL
= AND ROOM TYPE!™ -MO, TX
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Surprise, surprise...

215 April, 2015 Amazon Travel
[Launches New
Brand, Amazon
Destinations
16t October 2015

Amazon Cedes $157 Billion Travel Market to Priceline
(AMZN)

The closure of Amazon Destinations proves the strength of PCLN and rivals

By John Divine, InvestorPlace Assistant Editor | Oct 16, 2015, 9:19 am EDT

© Kalibri Labs 2015 =~
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A New Era of Opportunity: Revenue Strategy

How can we optimize net revenue?

- © Kalibri Labs 2015 =~
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Channels — managed separately

Brand.com
Voice

...especially when top line revenue is the target

Property
Dlrect OTA
24 © Kalibri Labs 2015 -~
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Drive Holistic Performance

Take an omni-channel

view and manage margins Property
Direct
ﬁ
o5 © Kalibri Labs 2015 =~
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The New Imperative: Net Revenue Metrics

Net RevPAR

How much revenue are you earning net of
customer acquisition costs?

Contribution %
(COPE)

How much revenue is
generated from each
channel net of
commissions/transacti
on fees?

How much net
revenue is generated
for every $1 spent on

Sales & Marketing?

26 © Kalibri Labs 2015 -~
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Refining a Classic Metric: Net RevPAR

$200
$190
$180
$170

$160

How much revenue are you $150

: L __ Hotel-
earning net of acquisition costs? $140

collected
RevPAR

$130
$120

$110

$100
Hotel-collected RevPAR

(Guest Paid Revenue — Acquisition Costs)

Net RevPAR = )
Available Rooms
27 © Kalibri Labs 2015
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Traditional RevPAR Alone Can be Misleading

$210
+2%

$200
$190

5180 " Last Year

Traditional can look good while Net declines -1% I This Year
$170
$160
$150

Hotel-collected RevPAR Net RevPAR
Source: 2012/2013 NYC Study
o8 © Kalibri Labs 2015 =~
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Customer acquisition costs are not systematically
measured and managed; limited visibility on some costs

AAAAAAAAAAAAAAAAAAAAAAAAAA

Distribution Channel Analysis:
a Guide for Hotels

uuuuuuu

Reducing acquisition costs

by 1 point will save $2 billion
per year for the U.S. hotel industry
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Hotels are not well informed about new entrants

Individual hotels might be agreeing to
terms and other conditions without full
knowledge of the implications

© Kalibri Labs 2015
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Three Take-Aways

Align across siloes to drive Net Revenue

Work holistically to find your Optimal Channel Mix

Dive deep to under how new entrants work and
how they will affect your business

- © Kalibri Labs 2015 =~
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Questions?

November 16", 2015

Matt Carrier, Revenue Strategy Manager
Kalibri Labs
matt@kalibrilabs.com



