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l-lafa Adai! Transmitted herewith is OPA Report No. 14-04. Department of Revenue and Taxation 
(DRT) Hotel Occupancy Tax (HOT). 

Due to DRT's interpretation of the law to protect taxpayer contidcntiality. the Oflice of Public 
Accountability (OPA) was denied access to HOT data. As a result, we could not verify the HOT 
data's completeness, reliability. and accuracy. Therefore, we have no assurance whether HOT filings, 
payments. and collections were in compliance with Public Law 32-068 tor the six calendar years 
(CY) 2008 to 2013. 

Based on our limited analysis. we tound: 
• Accuracy of$3 million (Ml in uncollected HOT receivables could not be verified; 
• Inconsistent and uncomparable data pertaining to the number of hotels reported: 
• $2.2M HOT exemptions claimed by eight taxpayers within CY 2008 and CY 2013 could not 

be verilied: and 
• Between CY 2008 and CY 2013. taxes due !rom I 0 taxpayers were inaccurately assessed at 

the obsolete HOT tax rate of I 0% instead of the current HOT lax rate of I I% or the Gross 
Receipts Tax rate of 4%. 

Based on discussions with DRT and members of the 32"" Guam Legislature. we recommend that the 
Legislature clarify the law to allow OPA full access to taxpayer returns and other information in the 
conduct of audits and reviews of local Guam taxes. consistent with the duties outlined by I GCA ~ 
1909. 

For your convenience. you may also view and download the repon in its entirety at 
www.uuamopa.oru. Should you have any questions. please contact Rodalyn Gerardo. Audit 
Supervisor at475-0390 ext. 204, or Michele Brillante. Audit StafTat ext. 205. 
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Of!'!CE Of"' PUBLIC ACCOUNTAU!LITY 

Doris flores f)rooks, CPA, CO:f'l'-i 
Public Audilor 

EXECCTIYE SDlYIARY 
Department of Revenue and Taxation Hotel Occupancy Tax 

OPA Report No. 14-04, December 2014 

Dut:? to the Dcpar1n1cnt ofRc\cnue and Taxation (DRT)'s interpretati_on of the la'x to protect taxpayer 
confidentiality, the Office of Public Accountabilitv (OPA) wa:; denied access to Hotel Occupancy Tax 
(HOT) data. As a result, wc could not verify the HOT clara's completeness. reliability. and accuracy. 
Therd()re, \-Ve have no assurance \vhether HOT filings. pay111ents. and collections \vere in compliance 
vvith Public La\v 32-068 for the six calendar y·ears (C'{) 2008 to 201 3 _ 

As the Tourist Attraction Fund iTAFfs primary source of revenue, HOT is annually audited by 
contracted. independent auditors Ddoitte and Touche, LLP tDTI'). Because OTT is reqaired to comply 
with the American Institute of Ccnitied Public Accountants IAICPA) Auditing Standards and the 
Gov~rnment Auditing Standards. OPA places general reliance on OTT. s annual TAF financial audits. 

HOT is an excise tax assessed at 1 1 that hotels are required to collect and file \Vith DRT and pay at 
Treasurer of Guam flOG) on a monthly basis. The tax payn1ents are deposited into the TAF and 
rccorded by the Department of Administration (DOA). 

Audit Scope Limitation Due to Restricted Access 
DRT management directed its stan~ as well as DO . .\ and OTT to provide only redacted HOT data to 
OPA. 

DRT' s Taxpayer Sen•ice Divisic)n (TSD) Administrator provided data for HOT filings with "hotel" 
code names, while DRTs Tax Enforcement Division (TED) Acting Tax Collection Supen·isor 
provided a sum1nary of HOT accounts receivable with "taxpayer·· code names. The redacted 
infonnation made it difficult if not impractical. to perfOrm data analyses. For example. TSD and TED· s 
data: ( l) did not spec it)· 'vvhcther the code nan1cs represented the hotd or uther lodging facility 
(establishment) or taxpayer; (2) did not specify whether the reported amounts were based on the 
establishment or taxpayer: and (3) used code names that could not be matched bet\veen taxpayers and 
the establishment they owned. 

We requested HOT tax payment data from DRT. DOA. and DTT. DRT stated it was dit11cult to extract 
the payrnent information from its financial management systetn (AS400) due to: ( 1) the period \Yhen 
tax payments \Vere due. (2) the timing of when tax pay1nents are made. and (3) the actual amounts paid. 
DOA provided only monthly summaries of total HOT payments t!·om tlscal year (FY) and CY 2009 to 
2013. DTT provided redacted hard copies of HOT pavments from FY 2009 to FY 2013. We made 
numerous attempts to reconcile, but the redacted data provided by DRT (HOT tllings detail), DOA 
(HOT payments summary). and OTT (HOT payments detail) did not reconcile. 

We requested to review the redacted tllings and payments tor two spccit!c prominent hotels. DRT's 
TED Administrator did not honor our request because it is specific to two hotels. We subsequently 
obtained confirmation of taxes due and payments fi·om these two hotds. Howe\·er, since all the 
infOrmation we obtained from DRT was redacted. we could not readily match the tlgures tor one of 
the hotels. 

Suile 40 J, [:tf\ Bul!dlnq 
23fJ An:hbishop Flores Str('cl. !lanatfla, Guam 969 I 0 
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Based on numerous attempts to reconcile thc redacted data, we found: 
• Accuracy of $3 million (M) in uncollected HOT receiYab1es could not be verified. As of Mav 

2014. taxpayers owed a cumulative balance ofS3:V! in HOT ti:om CY 2002 to CY 2013, with 
outstanding balances trom $120 thousand (K) to S 1.6:VI. While DRT may seize the debtor's 
property to collect on unpaid taxes) DRT has not seized properties since the 1990s; 

• Inconsistent and Uncomparable data pertaining to the number of hotels reported. DRT docs 
not ha,·e a comprehensive list of all hotels subject to HOT. We attempted to \erifY the 38 hotels in 
DRT TSD's CY 2013 HOT filings against other listings from DRT TED. Bureau of Statistics and 
Plans. Guam Visitors Bureau, and Guam Hotd and Restaurant Association. TSD' s HOT ti1ings 
data did not match or were not comparable with the other listings. In addition, we could not verify 
whether TSD's HOT filings included all hotels subject to HOT; 

• 52.2:\1 HOT exemptions claimed by eight taxpayers within CY 2008 and CY 2013 could not 
be verified. In our analysis of the redacted tax returns, \vt.' found instances ""·here Hotel 9 
consistently claimed identical exemptions f(lr both HOT and Gross Receipts Tax (GRT) totaling 
S !.2M whereas the other seven taxpayers did not In addition. there were missing exemption 
schedules and the amounts on amended returns \vere not ret1ected on the database provided: and 

• Between CY 2008 and CY 2013, taxes due for 10 taxpayers were inaccurately assessed at the 
obsolete HOT tax rate of 10%. As a result of our inquiry, DRT determined that at least one 
taxpayer should have been assessed at the 11 HOT tax rate and others at the 4~<) GRT tax rate. 
These cnors resulted in over- and understatements in both HOT and GRT. which cumulatively 
understated HOT by S9.2K. As suggested. DRT updated the GRT tax rerum by changing line 20's 
tax rate from 1 to ll in June 2014. 

Systems J\ot Fully Interfaced 
Since 201 L DRT and DOA's AS400 systems have not interfaced so as to have complete HOT 
information. The lack of system interface between DRT, DOA. and TOG, as described in OPA Report 
l\o. 13-0 L contributed to major delays during the TAF and Government of Guam financial audits of 
FY 2012 and FY 2013. In FY 20!3, DRT and TOG's systems interfaced irrconcctly and resulted in the 
creation of a 564\1 suspense account. v;hich had an adjusting entry as high as S 1.1 billion. DOA and 
DRT subsequently reconciled to S270K as of June 2014. As of report issuance. DRT continues to 
manually input tax returns in the AS400. 

Conclusion and Recommendation 
DRT did not concur with majority of the audit findings and emphasized that the law [Title ll Guam 
Code Annotated (GCA) § 26120] and their ''due diligence to protect confidemialtaxpayer information" 
are what prewnted them fi:om allowing OPA access to un-redacted HOT data. Due to this scope 
limitation. we could not verify the completeness, reliability. and accuracy of DRT's redacted HOT 
data. As such, we have no assurance that all HOT filings, payments. and collections were made in 
accordance to lavv. Based on discussi~..•ns \Vith DRT and some members of the 32°0 Guam Legislature, 
we recommend that the Legislature clarify the law to allow OPA rJll access to taxpayer returns and 
other information in the conduct of audits and revie'vvs of local Guam taxes, consistent vvith the duties 
outlined by 1 GCA § 1909. 

Doris Flores Brooks, CPA, CGF\1 
Public Auditor 
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Of'flCE OF f'UBL!C ACCOUNTABlL!TY 

Doris f!orcs f)rooks, CFA. C0Ff"1 
Public Auditor 

Introduction 

This report presents the results of our con1pliance audit of the Department of Revenue and Taxation 
(DRT)'s Hotel Occupancy Tax (HOT) for a six-year period from January 1, 2008 to December 3L 
2013 or calendar years ( CY) 200S to 2013. [n October 2012. the Department of Administration 
(DOA) provided certain senators with a list of 10 tax pavers who did not timely remit HOT 
payments. DRT stated that the list was overstated. not finalized, and should not been 
disclosed. Although Public Lw fP.L.) 32-068 called f(Jr a forensic audit of HOT, the Vice Speaker 
of the Guam Legislature agreed to the Oftlce of Public Accountability (OPA) conducting a 
compliance audit of HOT. Our audit objective was to determine the compliance of HOT filings. 
rerum payments, and collections with applicable laws and regulations. The objecti\·e. scope. 
methodology, prior audits, and monetarv impact are detailed in Appendices 1 to 3. 

Background 
HOT is a rnonthly excise tax assessed and collected fron1 transient occupants ofroorn(s) in a hoteL 
lodging house, bed and breakt~iSL or sin1ilar facility [establishment] in Guarn. The tax rate is ll 
of the rental price charged or paid per occupancy per dav. The tax is collectible when a sale is 
made and is paid by the consun1er to the operator or owner of the hotel or rooming house f~tcility 1 • 

HOT paymems arc paid through the Treasurer of Guam (TOG) with the monthly returns tiled with 
DRT on or bet()re the dav of the following month in which the tax was incurred. The general 
provisions of the Business Priv-ilege Tax (BPT) La\V apply with respect to penalties for failure to 
file timely returns. infortnal hearings, adjustments, review, stay of collection, suits f(Jr retund, 
perfecting appeals, decisions. interest perjur:-/. examination of books and witnesses, and inspection 
of tax returns and infortnation and other administrative matters referred to therein2. DRT 
administers HOT. while DOA records HOT payments. See relevant laws and additional 
background on HOT in Appendices 4 to 6. 

Overview of DRT 
DRT is charged with the enf(Jrcement of Guam tax laws and the collection of revenue. 
Additionally, DRT is responsible lc>r licensing and registration. as well as allied and connected 
enforcement functions 3

. DRT's mission ''is to promote quality ser;ice to all taxpayers. and increase 
taxpayer's voluntary compliance by helping them understand and meet their responsibilities by 
applying the tax law with integrity and fairness to all"." Within DRT, the Taxpayer Service 

<Title ll of the Guam Code Annotated (GCA) lOl 
2 11 GCA ~30103 
'Chapter I of Title II GC:\ 
4 Departmenr of Rev~?nue and Taxation, (n.d.). Our i\'fission. Retrie\·ed from 
https: \\'\\/1\'.guamtax.com'about·mission.html. 
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Division (TSD) and Tax Enforcement Division (TED) are responsible for the administration and 
enforcement of HOT filings, retum payments, and colledions. 

Ta,tpOJ-·er Service Dh'ision 
TSD is responsible for the administration of Guam Territorial Income Tax and BPT laws. The 
div·ision is charged \vith providing a cotnprehensive taxpayer service prograrn w-hich includes 
timely assessn1ent of taxes due, identification non- fi.lers. maintenance of accounts receiv-ables. 
tax compliance clearances, and n1aintenance and storage of all taxpayer records. TS Dis con1prised 
of six branches: Income Tax Assistance and Processing, BPT, Electronic Data Pwcessing. State 
Wage and Information Collection Agency, Accounting. and Central Files. 

Ten Er?forcement Di-vision 
TED, as DRT's enforcement arm. is responsible !(Jr executing Guam tax laws. TED is comprised 
of the Collection. Examination. and Criminal Investigation branches for \vhich each function is 
separate yet interrelated to instill taxpayers' voluntary compliance with tax laws. TED administers 
and collects taxes. 

Otervie-w of DOA 
DOA is responsible for rnaintaining the financial data of all Government of Guam (GovGuam) 
line agencies. except for the Department of Education. In regards to HOT, DOA is responsible tor: 
(!)the fair presentation in the basic financial statements of the Tourist Attraction Fund (TAF), as 
well as (2) establishing and maintaining effective internal control over the financial reporting of 
TAF. Within DOA, the Div·ision of Accounts is charged with providing a uniform financial 
rnanagement system and internal accounting controls for line organizations of the government, in 
order to provide accurate and timely financial information for management to comply with 
statutory requirements. \Vithin the Division of Accounts. TOG and Revenue Accounting branches 
are primarily involved in the recording of HOT payments. 

Tourist Attraction Fund 
TAF was established to fund various recreational projects and visitor industry activities. All HOT 
collections are to be deposited into TAF, not to be commingled with the General Fund. and kept 
in a separate bank account TAF expenditures, including funding of the Guam Visitors Bureau 
(GVB)'s operations, are made through legislative appropriation. TAF's financial statements are 
annually audited by contracted, independent auditors. 

Treasurer of Guam 
The Treasury Office (TOG)'s responsibilities include daily cash collections, deposit and 
investment of GovGuam revenues, and control of receipts and cash tor govemment services and 
charges through the Point-ot:Sale system in conjunction with DRT TOG provides a centralized 
depository system for fhnds received and paid on behalf of GovGuam. 

Ret·enue Accounting Branch 
This Accounting Branch has several responsibilities including: ( l) recording of government 
revenues collected throughout the fiscal year; (2) reviewing docmncnts attached to journal 
vouchers and payments ou drawbacks and rebates prepared by DRT to ensure proper entries and 
payment requirements: and (3) reconciling cash and suspense accounts. 

4 
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Results of Audit 

Due to the DRT's interpretation of the law to protect taxpayer confidentiality, OPA was denied 
access to HOT data. Therefore, we could not verify the HOT data's completeness, reliability, and 
accuracy. As such, we have no assurance \vhether HOT filings, pay1nents, and collections \vere in 
compliance with P.L 32-068 for the period of CY 2008 to 2013. However, as TA.F's 
primary source of revenue, HOT is annually audited by contracted, independent auditors [Deioitte 
and Touche, LLP (DTT)]. Because DTT is required to comply with the American Institute of 
Certified Public Accountants (.AICPA) Auditimc Standards and Go,·ernment Auditing Standards. 

~ - . 
OPA places general reliance on DTT's annual TAF financial audits. 

HOT data provided by DRT, DOA, and DTT was redacted to mamtain taxpayer confidentiality. 
After numerous attempts to work with the redacted data, we could not verify the reliability of 
DRT's HOT data due to limitations identified. 

Based on our limited analysis, "-Ye found: 
• Accuracy ofS3 million (M) in uncollected HOT receivables could not be verified: 
• Inconsistent and uncomparabte data pertaining to the number of hotels reported: 
• S2.2'\1 HOT exemptions claimed by eight taxpayers within CY 2008 and CY 2013 could 

not be \eri!led: and 
• Between CY 2008 and CY 2013. taxes due from lO taxpayers were inaccurately assessed 

at the obsolete HOT tax rate of l instead of the current HOT tax rate of ll or the 
Gross Receipts Tax (CiRT) rate of 4%. 

Since 20 ll, DRT and DOA 's AS400 systems have not fully interfaced to have complete HOT 
information. The lack of system interface between DRT. DOA. and TOG. as described in OPA 
Report 0:o. 13-0L contributed to major delays during the TAF and Government of Guam 
(CiovGuam) financial audits of fiscal ycar (FY) 2012 and FY 2013. In FY 2013, DRT and TOG's 
systems interfaced incorrectly and resulted in the creation of a S64M suspense account lor GRT 
collections (including HOT), which was subsequently reconciled to down to S270 thousand (K) as 
of June 20 l4. DRT continues to post tax returns manually. 

Audit Scope Limitation Due to Restricted Access to HOT Data 
Generally Accepted Government Auditing Standards {CiACiAS) require auditors to obtain 
sufficient and appropriate evidence to provide a reasonable basis for their findings and 
conclusions5 Evidence is not sufficient or not appropriate when it has significant limitations, 
given the audit objectives and intended use of the evidence or the evidence does not provide an 
adequate basis fbr addressing the audit objectives6 

OPA's enabling legislation states that every government agency is subject to a review and shall 
otTer its complete cooperation to the Public Auditor so that the review may be accomplished.- The 

5 GAGAS paragraph 6.56 
6 GAG AS paragraph 6.7lb 
"!GCA.:)l9!7 
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legislation also states that disclosure of privileged con1n1unication or inJl1nnation in violation of 
Section 1909,1 shall be a felony of the third dcgrec5 

The TAF tinancial audit contract with OTT states that the independent auditor is required to 
confonn to the requirements imposed by the law establishing the OPA and must allow the OPA 
access to th<:ir work papers and draft reports, 

During the Entrance Conference with DRT in February 2014, DRT management was open to OPA 
receiv'ing HOT data, Five days later, during the second meeting with DRT, DRT otlicials explained 
that DRT's Disclosure OtTicer must review and apprme HOT data prior to its release, The audit 
team \Vas also required to sign DRT's Oath of Non-Disclosure acknowledging that the team \vill 
abide bv the aondisdosure requirements of the Internal Revenue Code and ll GCA §26120, These 
steps \Vere taken in order to prevent public disclosure of taxpayer identities. 

In March 2014, DRT's TSD Administrator provided OPA redacted data for HOT filings in 
Microsoft Excel spreadsheets from FY and CY 2008 to 2013, The data showed amounts for gross 
sales, exen1ptions taken, net gross. and taxes reported on GRT returns by taxpayers whose 
identities 'xere replaced with inconsistent and randomly assigned .. hotel') code names (e.g. Hotel 
l or Hotel JJJJ), DRT's TED Acting Tax Collection Supervisor also provided OPA a redacted 
smnmar): of HOT accounts receivable. The data sho\ved amounts of unpaid HOT taxes due. 
penalties. ;.:tnd interests of taxpayers identified by "'taxpayer'' code names. 

The redacted information made it ditTicuiL if not impractical. to perform data analyses, TSD and 
TED's data: ( l) did not specify whether the code names represented the estab!ishn:Jent or taxpayer: 
(2) did not specit): 'Xhether the reported amounts v,:ere based on the establishment or taxpayer; and 
(3) used code names that could not be matched between taxpayers and the establishment they 
0\VnCd. 

DRT did not provide HOT pa;ments data to OPA because it purportedly required significant 
amount of time and effon for DRT to extract the infonnation from its AS400, According to DRT's 
Disclosure Officer. organizing the data to ret1ect the payments in their true, separate sequences 
would be difticult. A taxpayer with multiple properties can make payment for three different hotels 
in a month. Additionally, DRT records the tax due amount for the return's reported period. instead 
of the actual payment received on the date received, 

\Ve requested HOT payments infonnation fron1 DOA, since it cornpiled the infom1ation fOr the 
TAF financial audit report. Because ofDRT's restricted access, DOA provided only lump sum, 
monthly summaries of HOT revenues from FY and CY 2009 to 2013, itemized by collections 
through direct bank deposits, TOG cashiers, and mailed in check payments, 

Our alternative method was to request HOT data from OTT To avoid duplication of efforts, GAS 
allows auditors to use other auditor's completed audit work if it is related to the objectives of the 
current audit and may be facilitated by contractual arrangements that provide for full and timely 
access to appropriate audit documentation. 9 

3 l GCA ~1909.l(d) 
9 GAG AS paragraphs 6Ai and 6,85, 

6 



I 

However, DTT stated that before they could release information to OPA, we must first obtain 
DRTs appron1l because the HOT data contained confidential taxpayer inf(mnation. In addition. 
we learned that DTT received redacted HOT data t(>r all the years in which they audited any tax
related intimnation from DRT. DTT was not permitted to obtain any data on taxpayer 
identifications [company name. DBA (doing business as), and GRT (gross receipts tax) number]. 
DTT performed alternative procedures, such as direct contirmations of HOT tax. payments. 

In April 2014, we met with DRT. DOA, and DTT to discuss the possibility of pernritting OPA full 
access to HOT data. DRT made it clear to all parties that only DRT -approved redacted data would 
be provided to OPA. Befure any of the parties could release HOT-related data to OPA. DRT's 
Disclosure Off1cer 1nust ensure that the data did not reveal any taxpayer's identity. 

Subsequently, DTT provided redacted. hard copies of their TAF audit work papers from FY 2009 
to FY 2013. The work papers used the same '·hotel" code name as DRT TSD and showed HOT 
revenues collected for each rnonth. The \vork papers Indicated \Vhich hotels OTT verified against 
the monthly GRT tax return, written confirmations provided by hotels, and journal vouchers 
initiated by DRT. Additionally~ the \vork papers shovved the amount of audit adjustn1ents made 
and. for FY 2013, amounts filed by the hoteL but \Vere unpaid. 

V/e requested DRT's permission to revie\v the redacted filings and payments specifically f()r t\VO 

prominent hotels. DRT's TED Administrator responded that DRT will not honor our request 
because it is specific to tvvo hotels. DRT had not changed its position regarding the disclosure 0f 
any taxpayer infonnation to OPA. Subsequently, vve obtained confirmation of taxes due and 
payments from these two hotels. However, since al\ the information obtained from DRT was 
redacted. we could not readily match the figures tor one of the hotels. 

Due to timing of when payments are made and the payment amounts. we were unable to match the 
taxes due noted in TSD's HOT fllings data with the payments information from DOA and the TAF 
revenues in the audited tlnancials. As stated in the FY 2013 TAF Financial Audit Highlights, there 
are certain taxpayers who filed. but did not pay at the time of tiling. On a rolling average, this 
approximates to S600K. Although we ourselves could not verify the amount of HOT tax pajments, 
since we are aware that DTT complies with the AICP A Auditing Standards and GAGAS, we place 
general reliance on their work related to the anxmal TAF audit 

Even with strict contidcntiality rules and regulations governing OPA, DRT still imposed on DOA 
and DTT the requirement that only DRT-approved, redacted HOT data could be provided to OPA. 
As a result ofDRT's directive, we could not reconcile, nor verify the accuracy and completeness 
ofDRT's HOT data against DOA's HOT pa;ments or DTTs HOT revenue work papers. 

Accuracy of $3M in Uncollected HOT Receivables Could Not Be Verified 
The HOT rate is ll% of the rental price charged or paid per occupancy per day. The tax is 
collectible when a sale is made and is paid by the consumer to the operator or owner of the hotel 
or rooming house facility10 

10 II GCA ~30IOI 

7 



In response to a Freedom oflnformation Act request from a member ofthe 32nd Guam Legislature, 
DRT reported that as of August 2013, there were 10 delinquent taxpayers who collectively owed 
$2.2M in HOT dating back to CY 2004. After further reconciliation with DOA's records, DRT 
amended their prior statement tluee months later to report that as of August 2013, $1.7M in 
delinquent HOT was owed by five taxpayers dating back to CY 2004. 

Based on the HOT Surrunary of Accounts Receivable provided in March 2014, DRT reported that 
five taxpayers owed a cumulative balance of$3.2M in HOT dating back to CY 2002. The largest 
amount owed was $1.6M and the smallest was $!25K11 Although we could not verifY whether 
these were the same taxpayers previously reported, we recognize that the outstanding balances 
change as the taxpayers make payments or as penalties and interest accumulate. 

Title II GCA §26205 established the statute of limitations for collections of unpaid taxes due on 
GRT returns at 10 years after the tax is assessed. In accordance with the statute, Taxpayer D's 
taxes due for CY 2002 should bave been collected no later than the end of CY 2012, and CY 
2003's taxes due collected no later than the end of CY 2013. However, DRT's 2014 summary 
shows these past due amounts as collectible. Refer to Table I below. 

In June 2014, an updated HOT Summary of Accounts Receivable was provided, reflecting a 
decrease of $191K from $3.2M as of March 2014 to $3.1M as of May 2014. Refer to Table 2 
below. The collection efforts ofDRT for the five delinquent HOT taxpayers tor the tax periods up 
to 2013 are as tollows: 12 

• Taxpayer A's accounts receivable decreased by $187K; 
• Taxpayers Band C's outstanding balances did not change; 
• Taxpayer D's delinquent balance increased by $787; and 

ll The HOT Summary of Accounts Receivable, as of March 2014, reflected a sixth taxpayer (Taxpayer F), but this 
taxpayer was omitted from Table l because it had a zero balance. 
12 The HOT Summary of Accounts Receivable as of May 2014 reflected a sixth taxpayer (Taxpayer F), but this 
taxpayer was omitted from Table 2 because it had a zero balance. 

8 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

• Taxpayer E's accounts receivable decreased by $5K. 

\\'hen taxes become delinquent, DRT's AS400 automatically calculates the 5~\, penalty and 0.01% 
interest on the taxpayer's account. The 5% penalty is assessed every 30 days on the taxes due 
amount, while the 0.01% interest ts compounded daily on the total balance due. According to the 
DRT Tax Accounting Technician responsible for GRT (including HOT) receivables, invoices are 
printed daily for HOT delinquent accounts and then forwarded to DRT's Collection Branch. 

The invoice is sent as the first collection notice to the taxpayer, for which they have ten calendar 
days to respond. Depending on the taxpayer's response, TED takes the following steps: 

• [f the taxpayer does not agree with the balance of taxes due, further research on the tax 
assessment or other ta'l delinquencies may be required from the Collection Agent; 

• Ifthe taxpayer is unable to pay offtheir taxes due in its entirety, the taxpayer has the option 
to make arrangements with the Collection Branch to settle their debt through an Installment 
Agreement. 

• If the taxpayer neglects to, or refuses to, pay their overdue taxes, the Collection Branch 
may issue a lien or levy against the taxpayer's real or personal property. A lien is a claim 
used as security for the tax debt, while a levy is the actual seizure of property to satisfy the 
tax debt. 

As the GovGuam agency responsible for the enforcement of Guam tax laws and the collection of 
revenue, DRT has certain legal powers to ensure taxpayers comply with tax law. The TED 
Administrator explained that TED's Collection Branch Revenue Officers ''issue levies constantly", 
and while DRT is capable of conducting asset seizures, it has not conducted property seizures since 
the 1990st 3 

In addition, DRT has the power to deny the issuance or renewal of business licenses without 
clearance from the DRT Director. Title 11 GCA § 70132 states that no person may obtain or renew 

D We believe that the DR T TED Administrator meant liens instead of levtes. The Internal Revenue Service defines 
a levy as a legal seizure of property to satisfy a tax debt, while a lien is a claim used as security for the tax debt 
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a business license without clearance that all income, BPT, and withholding tax retums (which are 
due) have been filed, and that all taxes due thereon have been paid; unless, DRT approved an 
extension (that has not expired) for the filing of tax retums or payment arrangements (that are 
current) have been made with DRT DRT has not denied a HOT taxpayer's business license 
application due to a lack of clearance on tax filings and tax payments. 

Inconsistent and Uncomparable Number of Hotels Reported 
We found that while DRT maintains a listing ofhotels subject to HOT the redacted data provided 
by DRT's TED and TSD did not match. Since TSD's data was redacted. we counted the unique 
code names (e.g., Hotel 43 or Hotel CCCC) provided in the HOT filings data, which may have 
represented either taxpayers or hotels. 

\Ve attempted to compare TSD's inventory to those of DRT TED, GVB, Bureau of Statistics and 
Plans (BSP). and Guam Hotel and Restaurant Association (GHR/1.). but found that the listings 
were inconsistent and not comparable due mainly to the reports' timing and purpose. See Table 3. 

Based on GVB's listing, 44 hotels were likely subject to HOT as of December 2013, or six more 
than TSD's inventory for 2013. Meanwhile, the latest BSP listing was as of2012, wherein it lists 
35 establishments compared to the 36 establishments in TSD's 2012 data. Because GH~A.'s listing 
included only its members' data, it was deemed not comparable with TSD's count. 

According to the TED Administrator, TSD's list may have a higher number of taxpayers than those 
recognized by GVB, BSP, and GHRA because TSD's listing "includes smaller entities that may 
no longer be active or are 'bed and breakfast' operations. TLAs 'temporary lodging 
accommodations', or consolidated entities due to sale/purchase." 

However, we also tound the listings between DRT's TSD and TED were not comparable. 
According to the list provided by DRT TED, tor the business license term ending June 30, 2013, 
there were 37 taxpayers licensed to operate 42 hotels subject to HOT. TED's list was compiled 
based on the licenses issued for the "service rental" business category for the business license 
terms ending June 30,2009 to 2014. Again, because TSD's data was redacted, we could not verify 
which of the hotels from TED's listing was not included in TSD's inventory. 

$2.2M HOT Exemptions Are Not Verifiable 
Provided that the entities had obtained exempt status under provisions of the BPT law, HOT shall 
not apply to the proceeds from entities organized and operated exclusively for the benefit and 

14 According to a Research and Statistics .Analyst from GVB, GVB does not keep a hotel inventory from prior years. 
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promotion of the community and social welfare, such as religious, charitable, or educational 
purposes 15 Based on DRT's database, between CY 2008 and CY 2013, eight taxpayers claimed a 
total of$2,2M in HOT exemptions. The cumulative amounts claimed ranged from $21 by Hotel L 
to $1.lM by Hotel9. The larger amount of exemptions claimed by Hotel 9 were during CY 2009 
and CY 20 l 0. Refer to Table 4 for details. 

The decline of exemptions filed beyond 2010 may have been due to the passage of P.L. 30-143 in 
May 2010. The public law repealed the exemption related to transactions involving a sale for any 
activity or function engaged in by any government. For example, if a hotel provided temporary 
lodging to active duty military personnel, then the active. military personnel would be exempted 
from paying the HOT and. as such, the hotel taxpayer would be exempted trom remitting HOT 
from that sale. Again, due to restricted access to HOT data. the audit team could not verify whether 
the exemptions claimed by these taxpayers were in accordance with law. 

During our exit meeting with DRT management in November 2014, DRT emphasized that the 
only way to verify the exemptions claimed by the taxpayers is for DRT to conduct t:Lx audits on 
the specific hotels. DRT subsequently provided redacted tax returns for the hotels claiming 
exemptions. Based on our review, we found several anomalies, including: 

• Hotel 9's tax returns for CY 2008 to CY 2010 indicated identical exemption amounts for 
line 3 (GRT Service) and line 19 (HOT) totaling $!.2M. This was more than the $1.1M 
total exemption shown in Table 4 above because DRT provided a tax return for February 
2009, which was not recorded in TSD's database. In contrast, the other taxpayers that 
claimed exemptions on HOT generally did not claim any exemptions on line 3 (GRT 
Service). 

15 II GCA §30!06(d) 
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• 

In 13 exemption schedules for 
Hotel 9, the taxpayer provided a 
reason for the exemptions 
claimed for line 3 only, but not 
for line 19. 

In CY 2010, Hotel 36 claimed 
exemptions on HOT for "BR20 
REl"TAL" for three months 
totaling $93,739. There were 
amended returns filed for July 
and August 2010. but the 
amended amounts were not 
reflected in TSD's database. 
Although the exemptions were 
excluded m the amended 
returns, the amended gross 
amounts were identical to the 
taxable amounts found in the 
initial returns. 

Similarly, although Hotel 33's 
May 20 l 0 amended tax return 
and amended exemption 
schedule indicated a decrease in 
HOT exemption from the initial 
$98,049 to the amended 

Figure l. Hote19's September 2010 redacted tax return showing 

identical exemptions for lines 3 and 19. 
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$78,288, the amended amounts were iiofreflected in TSD's database. 

The onJy HOT exemption claimed by Hotel HHHH was for 100% of the gross amount filed 
for HOT ($7,525). However, the basis for exemption is unknown because the exemption 
schedule was not included. 

There were some instances in which the exemptions schedules were not provided with the 
tax returns. Acting TSD Administrator explained that the redacted tax returns were 
retrieved and printed directly from their system. Acting TSD Administrator could only 
assume that the missing exemption schedules were due to the way DRT's Opticallmage 
Scanner processed the tax returns. In addition, had DRT retrieved the hard copies from 
storage, it would have taken more time. 

Inaccurate Assessment at 10% Rate 
The HOT tax rate is 11% of the rental price charged or paid per occupancy per day. 16 Prior to June 
2014, the HOT section on Form GRT -I had line 19 "hoteVmotel" assessed at an II% tax rate and 
line 20 "others" assessed at a 10% tax rate, which has not applied since March 31, 1995 per HOT 

16 11 GCA 930101 
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legislation. However, DRT failed to update its Form GRT (April2004 version) and Fonn GRT-1 
(November 2008 version) to ret1ect line 20 at the current 11% tax rate. Refer to Appendices 7 and 
8 for details. 

Between CY 2008 and CY 2013, 10 taxpayers had a cumulative amount of $2M in HOT taxable 
income on line 20 tc)f vvhich the applied obsolete 10% tax rate derived a total of $198K in HOT 
taxes due. Based on our inquiry, DRT indicated that at least one taxpayer should have been 
assessed at the 11% HOT tax rate and the others at the 4% GRT tax rate. 

The inaccurate assessment of the 10% obsolete tax rate resulted in over- and understatements in 
both HOT and GRT For the taxpayers that should have been assessed the 4% GRT tax rate, this 
was a $4K understatement in GRT and a $7K overstatement in HOT For the taxpayers that should 
have been assessed the 11% HOT tax rate, this was a $16K understatement in HOT As a result, 
HOT was cumulatively understated by $9K from CY 2008 to CY 2013. Refer to Table 5 for 
details. 

:'-\otc: The highhgbted rows indicate the ~lerical or system errors of DRT 

Upon our inquiry, the TSD Administrator realized that the line 20 amounts reported between CY 
2008 and CY 2013 were due either to the taxpayer's reporting error or DRT's clerical error. 
Taxpayers mistakenly reported on line 20 instead of line 13 "others" under GRT DRT mistakenly 
recorded the line 20 amounts in the wrong account or should have recorded the amount in line 19 
under HOT. 

The line 20 errors may have been corrected sooner had DRT monitored taxpayer filings. The audit 
team suggested tor DRT to update Form GRT-1 to remove the cause of confusion with line 20. 
Based on our suggestion, as of June 2014, Form GRT-1 was updated to have line 20 calculated at 
the current 11% HOT rate. Although this addressed the risk of assessing HOT at the obsolete rate 
of I 0%, it does not address the risk of mistaking HOT's "others" (line 20) for GRT's "others" (line 
13 ). As a line item for GRT, line 13 is assessed at the GRT rate of 4% and not 11%. 
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Systems -"ot Fully Interfaced 
Since 2011, DOA's AS400 system has not interf~1ced with DRT's system< DRT has infonnation 
on HOT taxes due. payments, and collections. while DOA has infonnation on HOT pay·1nents 
through TOG< In addition, DRT's website does not haYe a feature fllr accepting tax payments 
online< Taxpayers who tile their GRT tcmns online would still need to make payments at TOG, 
adding to the inetlicient processing of tax returns, \vhich continues to be rnanual1y inputted as of 
report issuance. 

TOG's point-ot~sale (POS) svstem 1
- was integrated and interfaced with DRT's AS400 system, 

prior to its expiration in :\ovember 201 L In response to the expired interface, DOA developed a 
bridge system that allowed DOA to view lump sum tax pa;ments received bv TOG< DOA had 
temporary access to tax retun1s in order to record tbe tax collections in the corresponding revenue 
accounts in DOA's AS40(} 

According to DRT. \v·hen DRT and DOA's management n1et in ~lay 2013, the parties agre;;;d that 
DOA would no longer be allowed to view tax returns in order to protect taxpayer confidentiality< 
Since then, DOA has to wait until DRT provides the breakdown of the GRT collections (including 
HOT)< DRT's TSD rnanualiy inputs GRT collections by categories into DRT's AS400 before 
providing the figures to 00/L The restrictions placed on DOA's access to tax data, coupled with 
thc lack of system interface between DRT, DOA. and TOG (as described in OPA Report :\o< 13-
0i) contributed to major delays during the TAF and GovGuam financial audits ofF'{ 2012 and 
FY2013" 

Desoite havinz regular!\ received redacted data trom DRT, reconciliation of HOT revenues was 
L '-' '-' ~- ' 

problematic lor OTT during the FY 2013 TAF financial audit When DRT implemented a revised 
POS tax s;stem in October 2013, it interfaced incorrectly Viith TOG's Payment Records Svstem. 
This resulted in a S64'vl GRT suspense account to temporarily house tax payments received; thus, 
resulting in additional work f(Jr DOlL As part of the reconciliation, we noted a S l < l billion 
adjustment in this suspense account The S64M suspense account impacts the specific analysis of 
GRT collections b; source< According to DOA's Deputy Financial Manager, as of June 2014, 
DOA was able to bring do'>vn the FY 2013 GRT suspense account to S270L 

According to a DRT Tax Accounting Technician]][, the tax payments rcceiv"ed by TOG are now 
interfaced with DRTs system on a daily basis, with the consolidation of tax data occurring only 
at night The following day" all HOT pa]ments can be viewed by TSD"s Accounting statT StilL 
with DO A's continued lack of interface with DRT's system, DOA attempts to manually extract 
HOT revenue amounts from the lump sum payments inputted by TOG 

We reiterate DTTs recommendation from the FY 2013 GovGuam Single Audit Reports that 
collections from the POS system be interfaced with TOG's Payment Records S;stem" DRT's 
system, and DOA's system to minimize reconciliation complications< DRT and DOA should be 
able to view both infonnation, real time, on their respective accounting systems without having to 
wait on each other for the infonnation. Misclassifications can occur among revenue accounts based 

POS system refers to the application soft\vare utilized by DOA and TOG fz)r accounting and the: receipr of HOT 
paymenrs_ 
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on the nature of the taxes paid, ulti1nately resulting in an understaternent or O\,--erstat;;;t11ent ofT AF 
tax revenues. 

GRT £-Filing Payrnenr Limitations 
Within DRT, the BPT branch has only six employees processing monthly GRT returns tiled. The 
employees continue to manually post tax retums into DRrs AS400. As previously mentioned. 
DOA conducts its own manual processing by attempting to distinguish HOT revenues from lump 
sutn payments, These n1anual processes are labor-intensive and are suscepti.ble to input errors, but 
can be reduced if taxpayers file GRT forms online (e-ti.le). 

While e-ti.ling is currently available for taxpayers to tile their tax retums. DRrs website currently 
does not offer the option to make payments online. which then forces taxpayers to visit TOG to 
make tax payments. Prior to FY 2012, taxpayers had the option to pay taxes online, but there were 
high bank cbarges associated with credit card transactions. In FY 2012, DOA shifted the cost of 
the convenience of cred[t card payments fi_·om the government to the taxpayers. This additional 
cost may be a disincentive for taxpayers to pay by credit card. 

The DRT Director noted that approximately l/3 of business taxpayers file online. Because e-tiLing 
does not require DRT stati to input tax return data~ DRT encourages taxpayers to take 
advantage of this option. 

In OPA Reporr 7\o. 13-0l, the OPA recommended that DRT establish and med a spccitk target 
date for the transition to t\1lly implement e-ti.ling of GRT. inclusive of online pa:ments. Should 
the associated bank charges decrease and online pay1nents be nlade available, the number of 
taxpayers' e-filing n1ay increase. An increase in e-filing could reduce BPT's manual processing of 
tax returns. 
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Conclusion and Recommendation 

DRT management cited Title ll of the Guam Code Annotated §26120 as its reason tor denying 
OPA's ac.::ess to HOT data. Theref{xe, \Ve could not veritY the cotnpleteness, reliability. and 
accuracy of DRT's redacted HOT datr1. As such. we have no assurance that all HOT filings. 
payments. and collections were made in accordance to law. Because the TAF annual financial 
audits are conducted by contracted) independent auditors that conducts its audits in accordance 
with AI CPA Auditing Standards and GAG AS. OPA is placing general reliance on OTT's annnal 
TAF financial audits. 

Based on discussions v.:itb DRT and tnembers of the Guam Legislature. <xe reconunend that 
the Legislature clarify the la;:v to aUo\v OPA full access to taxpayer returns and other information 
in the conduct of audits and reviews of local Guam taxes. consistent ,,,-ith the duties outline by 

GCA * 1909. 
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Manageme_nt Response and OPA Reply 

A draft report was trans1nitted to the rnanagemcnt of both DRT and DOA in October 2014 for their 
ofticial response. \Ve met with DRT and DO/\ management in ?\ovember 2014 to discuss the audit 
findings and recommendation. Durins:: our exit rnectinc: and in DRT's n1ana2.ernent response. DRT 

'"-' '-' '-<- '-' 

did not concur '.vith rnajority the audit findings and emphasized that the lavv ( 11 GC A§ 26120) 
and their ·'due diligence to protect confidential taxpayer inf()n11ation" are ~xhat prevented thern 
from allowing OPA access tel on-redacted HOT data. See Appendix 9 f(Jr DRT's oftlcial response. 

DRT also stated they hm·e not ever allowed any anditors or the Office of the Attomey General's 
Investigators access to tax returns. unless subpoenaed. 

Although provided an opportunity to respond~ DOA did not sublnit an otlicial response. 

We also met with and provided draft reports to the Vice Speaker and Ov;;rsight Chairperson in 
?\ovember 2014. During our meetings. the Senators acknowledged that OPA should have the 
authority to ha\-e full access to audit and revie\;,- Guan1 taxes and concurred Yvith our 
recon1mendation to clarify the law. 

\Ve appreciate the assistance shO\\-n during the courst: of this audit by the staffofDRT. DOA. and 
DTT. 

OFFICE OF PCBLIC ACCOLSTABILITY 

1)6£2:1:::'~~ 
Public Auditor 
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Appendix 1 

Classification of Monetary Amounts Page 1 of 1 

'/, Questio ed Other 

N YmdingDeSeription I c-.. : Ymancial 
~- ~d m ~ 

3 

4 

6 

Audit Scope Limitation Due to Restricted Access to HOT Data I $ 
' 

Accuracy of $3M in uncollected HOT recei,·ables could not be I S 
verified. · 

Inconsistent and Uncomparable Data on the Number of Hotels 
Reported 

$ 

I 

$2.2M HOT exemptions claimed by eight taxpayers withtn CY I $ 
2003 and CY 2013 are not verifiable , 

Inaccurate Assessment at Obsolete 10% Rate or 4',, GRT Rate $ 

Systems Not Fully Interfaced $ 

!E Questioned Costs are the costs questioned txcause of: 

$ 3. !00,032 

s - I 

$ 2. !86,325 

9, !69 

(a) An alleged violation of a provision of a law, regulation, contract. grant, cooperative agreement, or other 
agreement or document governing the expenditure of funds; 

(b) A finding that, at the time of the audit, such cost is not supported by adequate documentation; or 
(c) A finding that the expenditure of funds for the intended purpose is unnecessary or unreasonable. 

19 Other Financial Impact is the amount of lost revenue opportunities and unrealized revenue to the government 
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Appendix 2 

Objective, Scope, an~ Methodology Pa<>e 1 of 3 
" 

Our audit objective "'n1s to detcm11ne whether DRT cornplied \vith applicable lm-vs, rules, and 
regulations in the adrninistration of HOT filings, payrnents. and collections. The scope of this 
engagement was fron1 January L 2008 to Decernber 3L 2013 (C'{ 2008 to CY 2013). 

Scope Limitation 
During the Entrance Conference with DRT in February 2014. DRT management was open to OPA 
receiving HOT data. Five days later. during the second meeting with DRT. DRT otticials explained 
that DRT's Disclosure Oft!ccr must review and approve HOT data prior to its release. The audit 
rean1 \vas also required to sign DRT's Oath acknowledging that the team \Yill abide by the 
cont!dential and nondisclosure requirements of the lntemal Revenue Code and 11 GCA § 2612i} 
These steps 'A-ere taken in order to pre\-ent public disclosure of taxpayer identities. 

In \!larch 2014. DRT's TSD provided OPA redacted data for HOT filings in \!!icrosoft Excel 
spreadsheets fron1 FY and CY 2008 to 2013. The data sho\ved amounts for gross sales. exemptlons 
taken~ net gross. and taxes reported on GRT returns by taxpayers \Vhose identities \verc replaced 
v.:ith inconsistent and randornly assigned ''hotd'' code narnes (e.g. Hotel 1 or Hotel JJJJ). DRT's 
TED also provided OPA u redacted summary of HOT accounts receivable. The data showed 
amounts unpard HOT taxes due. penalties. and interests of taxpayers identified by ·'taxpaver" 
code names. 

The redacted information made it drfficult. if not impractical, to perform data analyses. TSD and 
TED's data: ( 1) cltd not specify whether the code names represented the hotel or other lodging 
tacility ( establish1nent) or taxpayer; (2) did noL specif~y whether the reported amounts vvere based 
on the establishment or taxpayer; and (3) used code names that could not be matched between 
taxpayers and establishment they owned. 

DRT did not provide HOT payments data to OPA because it purportedly required signiticant 
amount of time and etlort br DRT to extract the information. According to DRT's Disclosure 
Officer, organizing the datJ to ret1ect the pa: ments in their true. separate sequences would be 
diftlcult. A taxpaver with multiple properties can make payment for three ditlercnt hotels in a 
month. 

We requested HOT payments infonnation from DOA. since it compiled the intonnation tor the 
TAF financial audit report. Because ofDRT's restricted access, DOA only provided lump sum. 
monthly summaries of HOT revenues from FY and CY 2009 to 2013, itemized by collections 
through direct bank deposits. TOG cashiers. and mailed in check payments. 

Our altemative method was to request HOT data from DTT. To a\oid duplication of efforts. GAS 
allows auditors to use other auditor's completed audit work if it is related to the objectives of the 
current audit and may be facilitated by contractual anangemcnts that provide for full and timely 
access to appropriate audit documentation [GAGAS para1,'Taphs 6.41 and 6.85]. 
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Appendix 2 

Objective, Scope, and Methodology Page 2 of3 

However, DTT stated that before they could release information to OPA, we must first obtain 
DRT's approval because the HOT data contained confidential taxpayer information. In addition. 
we learned that DTT had received redacted HOT data for all the years in which they audited any 
tax-related inf()nnation frorn DRT, because OTT \vas not pt"TIUitted to obtain any data on taxpayer 
identifications [company name, DBA (doing business as), and GRT (gross receipts tax) number]. 
Instead, DTT pertonned alternative procedures to confirm HOT tax payments. 

In April2014, we met with DRT, DOA. and DTT to discuss the possibility of permitting OPA full 
access to HOT data. DRT made it clear to all parties that only DRT -approved redacted data would 
be provided to OPA. Beft)re any of the parties could release HOT-related data to OPA, DRT's 
Disclosure Officer must ensure that the data did not reveal any taxpayer's identity. 

Subsequently, OTT provided redacted. hard copies of their TAF audit work papers from FY 2009 
to FY 2013. The work papers used the same "hotel'· code name as DRT TSD and showed HOT 
revenues collected tor each month. The work papers indicated which hotels OTT verified against 
the monthly GRT tax return. written confirmations provided by hotels, and joLrrnal vouchers 
initiated by DRT Additionally, the work papers showed the amount of audit adjustments made 
and. Il)f FY 2013, amounts filed by the hotel but were unpaid. 

We requested DRT's permission to review the redacted tilings and payments specitkally ±or two 
more prominent hotels. DRT's TED Administrator responded that DRT will not honor our request 
because it is specitlc to two hotels. DRT had not changed its position regarding the disclosure of 
any taxpayer infOrmation to OPA. 

Due to timing of when payments are made and the payment amounts. we were unable to match the 
taxes due noted in TSD's HOT filings data with the payments information from DOA and the TAF 
revenues in the audited tinancials. As stated in the FY 2013 TAF Financial Audit Highlights, there 
are certain taxpayers who filed but did not pay at the time of tiling. On a rolling average, this 
approximates to S600K. Although we ourselves could not verify the amount of HOT tax payments, 
since we are aware that DTT complies with the A! CPA Auditing Standards and GAGAS. we place 
general reliance of their work related to the annual TAF audit. 

:\lethodology 
The methodology included, but was not limited to: 

L Obtained and summarized applicable laws, regulations, policies, and procedures, relative 
to the administration, payment, and collection of HOT; 

' Obtained prior audit reports and hotline tips or citizen concerns to identify previous 
intemal control weaknesses relative to HOT, such as the lack of system interface between 
DRT. TOG, and DOA; 

3. Interviewed management andior key personnel and pertonned a walkthrough to 
Lmderstand DRT's administration of HOT tilings and collections, TOG's acceptance of 
HOT payments, DO A's recording of HOT payments, and DTT's auditing of HOT 
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Appendix 2 

Objective, Scope, and Methodology Page 3 of 3 

revenues: 
·'L Obtained copies ofFom1 GRT (Apri12004) and Fo1111 GRT-1 ('\ovember 2008); 
5. Obtained. reviewed. and analyzed HOT tllmgs data (CY & FY 2008 to 2013) from DRT 

TSD to: 
a. Calculate total amount of taxes due f(x each year ti-om CY 2008 to CY 2013. 
b. IdentifY any trends~ such as the arnount and tfequency of exe1nptions taken, 
c. Identify any abnonnalities, such as the amounts reported under line 20; 

6. Obtained and attempted to compare total TAF HOT Revenue Summary (CY & FY 2009 
to 2013) from DOA against DRT's total HOT taxes due from CY 2008 to CY 2013; 
Obtained and attetnpted to con1pare and trace HOT re\·enues data and hotel confinnations 
from OTT against DOA's total HOT payments and DRT's total HOT taxes due data per 
taxpayer per year from CY 2008 to CY 2013; 

8. Obtained and reviewed HOT Summary of Accounts Receivable data from DRT TED to: 
a. Identify trends, such as number of taxpayers and amount of unpaid taxes due, and 
b. Compare the HOT Summaries of Accounts Receivable on August 2013 and 'vlarch 

and May 2014 against eacb other to determine DRT TED's collection efforts; 
9. Obtained and compared the f(Jllowing hotel data: 

a. DRT TSD HOT Filings Summary (CY 2008 to 2013), 
b. Lrstmg ofhotels with business licenses set to expire June 30. 2014 from DR T TSD, 
c. Listing of hotels with business license numbers from June 30.2009 to 2014 from 

DRTTED. 
d. GVB Hotel Room Inventory as of December 2013, and 
e. BSP 2012 Guam Statistical Yearbook·s (Table 21-11) Hotel Occupancy Taxes 

Collected from 2008 to 2012 and (Table 21-12) Visitors Accommodations 
Inventory for 20 12; 

lO. Obtained print screens ofDOA's AS400 HOT transactions and GRT suspense account; 
11. Requested for and was denied pe1111ission from DRT to view FY 2013 HOT filings, 

payments, and collections of two randomly selected hotels; and 
12. Obtained written conti1111ations of the two randomly selected hotels' HOT info1111atwn: 

a. When they tlled their monthly HOT rehrms (month tlled), 
b. How much they reported they owe (amount tiled), 
c. V/hen they paid the amount (date paid), and 
cl. How much they paid (amount paid). 

We conducted this audit in accordance witb the standards for perfo1111ance audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States of 
America. Thcse standards require that we plan our audit objectives and perfo1111 the audit to obtain 
suftlcient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on onr audit objectives. Except for the scope limitation noted above. we believe that the 
evidence obtained provides a reasonable basis tor our findings and conclusions based on our 
objectives. 
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TAF Reports on Internal Control and Compliance (FY 2008 to FY 2013) 
From FY 2008 to FY 2013. independent auditors OTT found that TAF's financial statements were 
presented tirirly, in all material respects. '\or did OTT identify any material weaknesses or 
sii,'Ili±ic:mt deficiencies with the internal control over TAF financial reporting dming FY 2003 to 
FY 2012. However. in FY 2013, DTT identified a material weakness for the inability to timely 
reconcile tax revenues due to the lack of an adequate POS system in DRT. This resulted in an 
understatement ofTAF revenue by S 1.5\;l. DRT was also unable to locate 28 tax returns due to its 
inadequate document retrieval systen1, \Vith no scanning systen1 to organize large amount of tax 
data and its tnanual processing of tax returns. Additionally, certain taxpayers do not pay their taxes 
due at the time of their filings. On a rolling average, this approximated S61JOK. 

GoYGuam Financial Audit Reports and Single Audit Reports (FY 2011 to FY 2013) 
In FY 2011 and FY 2012, OTT cited a material weakness with DRT's inability to scan ta.x returns 
for timely computations of the income tax refund liability. DRT obtained a scanner, which did not 
function as designed and caused DRT to formulate the tax refund liability based on manually 
processed tax returns. 

Also in FY 2012. OTT cited a material weakness with the lack of interface between the TOG 
Payment Records System and DRT and DOA AS400. From December 2011 to March 2012. all 
cash receipts were entered into a non-POS system which did not interface with TOG Payment 
Records System or DRT's AS400. For this reason, a delay occurred in recording GRT collections 
to corresponding revenue accounts. As such, a GRT suspense account was created by DOA with 
a tina! unreconciled balance of SSM, as of FX 2012 end. This was due to the termination of the 
previous POS and the installation of the new POS which delayed the posting and application of 
collections to the corresponding DRf receivable sub-ledgers and to the correct revenue sub
accounts. According to OTT, delays in collection eftorts. misclassifications, and financial 
statement errors can result from the condition. 

In FY 20!3, the absence of an adequate POS system and the lack of interface between TOG's 
Payment Records System, DR T's AS400 and OOA's AS400 continued to be a material weakness. 
With still no adequate POS system in place during FY 2013, monthly GRTs, use tax, HOT, liquid 
fuel tax, automotive surcharges tax, tobacco tax, and alcoholic beverages tax were not completely 
reconciled to allow for timely distribution of revenue to the correct general ledger accounts. This 
resulted in an overstatement of approximately S3. 7M in GRT revenues, which resulted in a 
proposed audit adjustment. Furthermore, due to the termination of the interface between the TOG 
Payment Records System and DRT's AS400, a delay occurred in recording GRT collections to the 
corresponding revenue accounts (for monthly GRTs, use tax, HOT, liquid fuel tax, automotive 
surcharges tax, tobacco tax, and alcoholic beverages tax), which resulted in a suspense account 
being created in the General Fund. 
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As suggested by OTT, the following recommendations would assist in the compliance with HOT 
±!lings, payments, and collections: ( l) formalize the manaer in which the tax data from DRT's POS 
tax system will interface with DOA, and (2) intertirce collections from the POS system and Non
POS system with TOG's Payment System Records. DRT system. and the DOA AS0400 to 
minimize reconciliation complications< 

OPA Performance Audit Report Nos. 13-01 and 14-02 
OPA Rep011 No. 13-0l. DRT GRT Exemptions, reported no assurance that all GRT revenues were 
being collected and reported completelv and accurately. From 2011 to 2012, DRT was unable to 
utilize its optical image scanner and systen1 interface for processing GRT forms; did not have 
contingency procedures for handling system failure; and reverted to manual processing in the 
interim. Compensating controls with the recording of GRT payments at DOA and TOG were 
rendered ineffective due to incomplete data. Only cash payments made by taxpayers at TOG were 
recorded in TOG's POS and DOA's AS400 systems. DOA and DRT's AS400 systems were 
separate and independent rather than integrated or interfaced systems. The lack of interl'ace 
between their was due to expiration of the POS agreement between DOA, DRT. and 
the vendor. 

OPA Report No. 14-01, GovGLtam Use Tax, reponed a high probabiiitv of lost revenues for 
GovGuam and susceptibility to fraud, waste, and abuse due to non-assessment and improper 
exemptions of Use Tax. The Customs and Quarantine Agency, DOA. and DRT were unable to 
ascertain the total amount of Use Tax assessed and collected between FY 2011 and FY 2013. Data 
from the three agencies were problematic. incomplete, and did not reconcile. 

23 



Appendix 4 

Laws, Rules, and Regulations Page l of 4 

P.L. 32-068: Chapter X Section 14. Forensic Audit of Hotel OccupanCY Tax 
The sum of Fifty Thousand Dollars (550,000) is appropriated from the (TAF] to the [DOA] to 
procure a comprehensive audit of HOT filings, return payments, and collections. The audit must 
be conducted by a Certified Forensic Financial Analyst and the audit period shall be for no less 
than the tive (5) tax years prior to the enactment of this Act. The Public Auditor shall administer 
said funds and shall assist in conducting the audit to the greatest extent possible. l\otwithstanding 
the general provisions of§ 30107.1. Chapter 30, Title ll GCA and this Act, this appropriation 
shall continue w be available until expended. 

l GCA Chapter 19: Public Auditor 
§ 1909.1(d). Confidentiality of Investigations. Disclosure of a privileged communication or 
privileged information in violation of this Section shall be a felony of the third degree. 

§ 1917. Program Evaluation and .Justification Rniew. Every government agency ( GovGuam 
line agencies. autonomous or semi-autonomous, boards, bureaus and commissions) shall be 
subject to a program evaluation and justification revie\v by the Public Auditor. Each agency shall 
offer its complete cooperation to the PLtblic Auditor so that such review may be accomplished. 
Every department heacl, agency head or head of a program in the government of Guam must 
n1aintain records in a n1anner consistent \Vith the easy evaluation of program results and 
compliance with perfonmance standards established by I Liheslaturan Guahan. Every department 
agency or prot,'Tam head in the government of Guam shall comply with recomrnendations made to 
them by the Public Auditor with respect to proper record keeping to facilitate the pcrrposes of this 
Chapter. 

11 GCA Chapter 30: '\'Ionthlv Excise Tax on Occupancv of Hotel and Similar Lodging House 
Facilities 
§ 30101. Imposition. An excise ta'\ is hereby levied and imposed which shall be assessed and 
collected monthly, against transient occupants of [room(s)] in a hoteL lodging house, or similar 
facility located in Guam according to the following schedule: 

( 1) From September l, 1993 through \..larch 31, 1995, the rate shall be ten percent (l O'Yo) of 
the rental price charged or paid per occupancy per clay; 

(2) From April!, 1995 and thereafter the rate shall be eleven percent ( ll %) of the rental prcce 
charged or paid per occupancy per day. 

If the [room(s)] are rented more than once within a twenty-tour (24) hour period, each time of 
occupancy shall be subject to the tax for such accommodations. 

This tax applies and is collectible when the sale is made, regardless of the time when the price is 
paid or delivered. It shall be paid by the consumer to the operator or owner of the hotel or rooming 
house facility. 

§ 30103. Payment ofT ax; Penalties. The tax levied by§ 30101 shall be paid to the Commissioner 
with the monthly return which shall be filed on or before the 20th day of the month following the 
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month during which such taxable incidents occurred. The general provisions of 11 GCA, Chapter 
I\rticle I are applicable with respect to penalties for failure to t!le timely retums, informal 

hearings. adjustments, revie\v, stay of collection, suits tZ1r refund, perfecting appeals. decisions. 
interest, perjury, examination of books and witnesses. and inspection of tax rctums and 
infc1rmation and other administrative matters referred to therein. 

§ 30106(d). Exclusions and Exemptions. The taxes imposed by this Chapter shall not apply to 
the proceeds of any transaction entered into by any of the tOllo,xing persons: corporations~ 
associations, or societies organized and operated exclnsively for religious, charitable, scientific or 
educational purposes, hospitals, infirmaries and sanitariums, business leagues, chfu'Ubers of 
commerce, boards of trade, civic leagues. public schools. and organizations operated exclnsivelv 
for the benetlt of the community and for the promotion of social weltare: provided. such persons 
have applied for and obtained exempt status under the provisions of ll GCA, Chapter 26. 

§ 30107. Creation of Tourist Attraction Fund. (a) Separate and apart from other funds of the 
GovGuam, a fund known as TAF. TAF shall not be commingled with the Genera! Fund and shall 
be kept in a separate bank account. All proceeds from [hotel occupancy] taxes collected shall be 
deposited in the TAF and shall be expended exclusively for purposes authorized in§ 9107 and§ 
9113 of 12 GCA. 
TAF may also be used to fund the following projects: 

(1) Creation, improvement or beautification of roads, avenues, boulevards, parkways, 
intersections, bicycle paths, motor bike trails, footpaths, biking trails, stairways. rivers, 
streams, estuaries, lagoons, or other means of access and transportation; 

(2) Development and restoration of points of namral beauty or historic social or cultural 
significance, including means of access~ parking, safety devices, concessions, restrooms, 
view points and information pavilions; 

(3) Constmction of monuments. memorials. statues, fountains, arches, and similar projects: 
( 4) Constmction of buildings to be used for public purposes including zoos and aquariums, 

musenms, athletic facilities, cultural centers, and performing arts complexes; 
( S) Landscaping, provision of decorations or the enhancement of beauty of any of the projects 

listed in this Section; 
(6) Accessory projects reasonably necessar; to projects listed in this Section; 
(7) Projects and programs identified in the Tumon Bay :\faster Plan. 

(b) All expenditures of the TAF shall be made exclusively by appropriation of the Legislature. The 
TAF shall not be nsed for any purposes other than those enumerated or reasonably inferred herein 
or fOr purposes other than those relating to Guam tourism. 

11 GCA Chapter 26: Business Privilege Tax Law 
§ 26111. Penalties. The tollowing penalties are hereby levied and shall be assessed and collected 
by the Tax Commissioner: 
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Late payment. In case of failure to pay the amount shown as tax on any retum required 
under this Chapter on or before the date prescribed for pay111ent of such tax, unless it is 
shown that such failure is due to reasonable cause and not due to willful neglect, there shall 
be imposed in addition to other penalties provided herein, a specific penalty to be added to 
the tax in the amount of five percent (5%) of the amount of such tax if the failure is not 
more than thirty (30) days, with the additional five percent (5%) for each additional thirty 
(30) days, or fraction thereo[ not to exceed twenty-fiw percent (25%) in the aggregate. 
Provided, that the minimum penalty shall be the lesser of the amount of taxes due or 
Twenty-he Dollars (525.00). 

§ 26120. Inspection of Tax Returns and Information: Prohibition. Tax retums and other 
infom1ation required to be tiled or fitmished by the taxpayer, or any other person, shali not be open 
for public inspection or div1.1lged except \vhen testifying in an;.~ judicial or adrninistrative 
proceeding in vvhich the goven1ment of Guarn, or any of its ofticials in an ot1icia1 capacity: are a 
party. and in whrch the government of Guam has an interest in the result; except that any comm1ttee 
of the Legislature, duly created, allthorized by resolution of the Legislature, may require that it be 
furnished a..11y data contained in any tax return for use by such cotnmittee in executive session only. 

§ 26205. Statute of Limitations for Collections. The statute of limitations for collections of 
unpaid taxes due on business priv·ilege tax returns shall be ten years after the tax is assessed. For 
an1end1r1ent correction, adjusttnent, challenge, determination of correctness of the an1ount of taxes 
paid, or audit of income reported and the conectness of the amount of tax liability shown on the 
husiness privilege tax returns, the statute oflimitations shall be three years after filing and payment 
of taxes due. There shall be no statute oflimitations on untiled business privilege tax retums or on 
the collection of taxes on revenues not shown or reported on Business Privilege Tax Retums. 

ll GCA Chapter 70: General Provisions 
§ 70132. Clearance Necessary that Taxes Due are Paid to Obtain Business License. '\o person 
may obtain or renew a business license without clearance from the Director of [DRT] that all 
income tax returns, [BPT] returns and withholding tax retums which are due from that person have 
been filed (or an extension has been approved or granted thereon by the Director of [DR T], which 
extension has not expired). and that all taxes due thereon have beeu paid or anangements have 
been made with the Director for payment thereon and such anangements are cunent. 

P.L. 30-143: An Act to Repeal § 30106 (c) of Chapter 30, Title ll of the Guam Code 
Annotated. Relative to Exemptions from Hotel Occupancv Tax. 
Section 2. § 30106 (c) of Chapter 30, Title 11 of the Guam Code Annotated is hereby repealed in 
its entirety: 

''§ 30106. Exclusions and Exemptions. 
(c) The tax impo.;ed by thi.:. Chapter :;hall not apply to any tran=action involving a sale-to--ill€ 
ge-vcFnment of Guam, the government of the C nited States, the government of any Foreign 
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&7-vereicntv. or anv a..:cncv or instnlffientalitv of an·; ef the foregoing ,zoven11n2nts in regard to 
.._- .. ' " ._, "' " "' '-' ~ '-" <.../ 

:my acti·,city or function engaged in." 

Section 3. EtTective Date. This Act shall become efi:~ective upon enactment. 

P.L. 22-144: An Act to Amend §30101 of 11 GCA on the Hotel Occupancv Tax[ ... ] 
Section 1. §30101 of 11 GCA is hereby amended to read: "§30101. Imposition. An excise tax is 
hercby levied and imposed which shall be assessed and collected monthly. against transient 
occupants of a rootn or rooms in a hotel, lodging house, or sirnilar facility located in Guarn 
accordmg to the following schedule: 

(a) From September I. 1993 through March 3!. 1995, the rate shall be ten percent (10%) of 
the rental price charged or paid per occupancy per day 

(b) From April!, 1995 and thereafter the rate shall be eleven percent (ll of the rental price 
charged or paid per occupancy per day. 

lf mom or rooms are rented more than once within a twenty-four (2.f) hour period, each time 
of occupancy shall be subject to the tax tor such acconLmodations. This tax applies and is 
collectible when the sale is made, regardless of the time when the price is paid or delivered. lt shall 
be paid by the consumer to the operator or owner of hotel or rooming house tacility." 
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P.L. 32-068 appropriated S50,000 from TAF to procure a comprehensive audit of HOT filings, 
return payments, and collections, The law required the audit to be perf(mned by a Certified 
Forensic Financial Analvst (CFF A) and the audit scope to be five (5) tax years or more prior to the 
la<.•/ enacnnent 

In October 2013, the Public Auditor and Audit Supenisor met with the Vice Speaker to discuss 
the legislative intent and the requirements of the law. The Vice Speaker discussed the possibility 
of OPA conducting a c01npliance audit lieu of the forensic audit. 

In 1'\0\ember 2013, the Public Auditc1r and Audit Supervisor met with DRT to discuss the 
possibility of a compliance audit on HOT. Based on the meeting, the DRT Director provided an 
official response in December 2013. The Director was concerned that a forensic audit implies the 
occurrence of fraud and inquired whether the audit is on TAF or taxpayers' HOT reporting, filing, 
and payments. See the response on pages I and 2 of Appendix 6. 

In January 2014, the Public Auditor and Audit Supervisor met vvith the Vice Speaker to discuss 
the feasibility of the OPA conducting a compliance audit of HOT in lieu of the forensic audit 
described in law. Preliminary research was conducted and found that no CFFA was readily 
m·ailable on island. The \'ice Speaker agreed to OPA conducting a compliance audit in lieu of 
procLtring the sen ices of a CFFA to condLtct the forensic audit. 
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DRT Memo Re: Forensic Audit of HOT 

Fror:~: 

Dipdttamenton Kontr!bu.sicn yan Adu'<ln3 

DEPARTMENT OF 

REVENUE AND TAXATION 
GOVERNMENT OF GUAM 

Duris florcs Brooks 
P'l.thlk r\uditor of Gl :1:::1 

Director 

Gubetnamenton Gufthan 

needs cL.irlrlc:Jtion 
..:om.radict the T;:.;x Commissioncc's ;\LHioonty to ::lclmir:istcr ;uJd enforce per Title 1 L 
§301Q2(d) ;,-vhich ;:.t.J.ks that Comrnissioner ;;h;;i! :1_\GlD :md \nd;;dc the persor:: '.vbo is o<rfr.mninu 
the duties of Director of R~>·cnc:;: ~r::d T J.Xation for the go;,cmmcnt of G\:.a:n and ""'·ho 

lCFFA)'' 

·'· If the im;;nr of th~ fon:nslc audi:: i> 
iDfurrn.ation and the s;a:.ulc of limitations 

ltcms and taxes 

to the cnac1mcm of thb AcL" HOT 
\Vhich >v<:H.:ld aho disclose f3her l:w::t me 

w audit- HOT or\:-:. \t nlore fca:;lhk t\) give DRT tbc funds to hire z. p~rrnanem Examiner 
HOT Thi:, abo tlwt fr;:md may ];c apparent. 

29 

Page l of 2 



Appendix 6 

DRT lVIemo Re: Forensic Audit of HOT 

Dipilttamenton Kontribus!on ya:n Adu'ana 

DEPARTMENT OF 

REVENUE AND TAXATION 
GOVERNMENT OF GUAM Gubetnamenton Guahan 

Page 2 of2 

Th;: la\v W2> by t~np;.:;.ycr l::tf<Jr::ntlvrl di~do:-<:d <o the Guam. ( \\ hic-h 
nay b:.: a dis;:l('SHI\:: YloLJtion) arcJ r:ccd;; to be ~·o!:owcd. wd'. n.n inv:;;stig;.:cion. So::1c: of tb_,,_: 

DIU tJ.: no disdosu:c viobtiom occurr~:::l from DRT. 

JOHS P. CA\lACHO 
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Form GRT (April2004) Paoe 2 of 2 
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Form GRT-1 (November 2008) 
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• DEPARTMENT OF REVENUE AND TAXATION""'"'"" • 
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DRT Management Response Page 1 of2 

Dipiittamenton Kontribusion yan Ad0'dn.d 

DEPARTMENT OF 

REVENUE AND TAXATION 
GOVERNMENT OF GUAM Gubetnamenton Gu!Jhan 

RECEIVED 
Fdi:->iic Awilcor of Gu;i;n 

or·:·";Cf of P;.:i)LC AcccuEabii t1.< 

Sc:i~:; 4 )! , D,\"A ~rulzitnr 
23S Flores St:·;:.;;:t 

;;;sp;_; :;:in,; \O the'. i:-.SU\7> hltnt: i~d :lS folio A;~-
A,~:::..:cJ.cy cf SJ 01 lllon in unu):Lx:tcd HOT receivJbies ccctdrl no: be v.:::rif'.ed 

;,sfC~cm:c;t)(l:\. h <ippemA ::bat :he :::ar:sh tone senLcr:ce of tb::: repon 
the enti:c r¢port. a:~ opcpccccd [k;Jct·crrcorli of Rcvcrn.:c ~lr.d Taxati 'l1 (DRT) . . . 

Qlld u: th:: same ti :::c uxpayer ;_nfvrmau:;n_ 
Tax acccnnL 

reports thar dcnKFhtrmt:::d actuLtl 

rzpcrtcd and -:: .. r;:lounzs li'l<:'tl \Vcre ~hown 2:, cb~ to tbc governmcct. 
_.:;,_ HOT wsk force w;:) crc:lted a.~ a rtsuit or· the 

me nccou.rll We rcaEz.:d t;l-:at a Systerr>Gt;;.era~ed Rcp()rt (SGR) \V;:ts notre iJ.bic Fi 

t~at j}C·i1",t of ti::le. a::.d conta.:::tcd these same hotcb to ani paymem of HOT bused on 
~lrrl(H.::w.; shohn on u'!.e SGR. AH reports \verc tb.:: OPA. As fur 

DRT Response~ th.e number ofhotds 

; years. th.:s,:; ..;ituot;ons can <11 !s_e y-;..-hc.r_ the r~;.;;;:p;_,y(:t 

of Emir~tior:_:-; to asscs:J or collect. The SOL can al::u 
as C.'ZLibiLccl in the OPA rcp<)fL 

to the nurrJ;cr of hotds """"'''" 

tJ.Xpyer moty ov,;n as many a.-,; 3 hoteb and report all HOT Jat:J. under one GRT acc(Hl:lt number. E.<eh 
holcl do~'S not hav~ i:s O\VH GRT accoum :1urnbe:r. 
S2.2 rnillion HOT '''"'·mcinnc c;:umed :;y 
v,.;;r£fied. 

lJxpay:::rs \-Vithin CY2008 and CY2012 could not be 

DRT Response 
OP :\ rGpurt stutcd 

of rcchct::J u;z r,;;turr::.s '.'<<:re no;: dur:r,g tb: audlL FurJ::.:nnor;:, tlr:: 
dJ<:: to rc_c,trictcd 2ccess t~J HOT d.aL~l, ri:e ;;.udit tean: could not determine 

Pom Offic(! Sox 23507, G;.;;,m M<>in Facl:ity, Guam 9592:1 • Tei ! Telifon: (iii71) £-35-7699 • Fax I Faks: (671) 633-2643 

35 



Appendix 9 

DRT Management Response Page 2 of2 

whether the exemptions claimed by these ta."<payers were in accordance wlth lav/'. DRT requires 
voluntary compliance \Vith Guam's BPT laws, Unless DRT conducts e.~amjnations on every Hotel 
claiming these exemptions, DRT couldn't verify if the exemptions claimed by these hotels were in 
accordance with bw. All periods identified in the report for years prior to CY 2011 wouldn't be able to 
be exa.'Tlined as the SOL would have expired for aU timely filed returns. 

4. Between CY 2008 and CY 2013 taxes due for 10 ta\:navers were in.occuratelv assessed at tl:e obsolete 
HOT tax rnte of !0%. ' " · 
DRT Response- We agree. Steps wen;: ta.l(en to correct L1e finding as soon as it was pointed out. 

The draft report made it apparent L1at OPA Staff were unable to verify the above mentioned issues based on the 
inforrm.tion prmrided. Tnc report repeatedly referred to DRT's refusal to provide taxpayer information 
requested as a basis for t'le OPA' s inability to complete the audit ,<l.Jthoug.1., the oath was administered to OPA 
employees prior to the onset of the audit, the main purpose Wa5 to ensure the confidentiality rules are known 
while OPA employees conducted a walk through. intenriew of our offtce. 
In addition, you stated in the exit conference that you are considering taJdng the issue to the Legislature and 
possibly L1e courts. V/e reminded you that it is the law that prevents us from providing the information. 
Purs:.;;:nt to §26120 of Chapter 26, Title ll, GCA. ·'Tax returns and other information required to be filed or 
fumi:;hed by the taxpayer or nny other persons, shall not be open for public inspection or divulged except when 
testifying in a.-•y judicial or o.dmi:1istrative prc-cceding in which the government of Guam or an of its officials in 
81 official capacity are a party, ru'1d in which the committee of the Legislature, duly created, uut."lorized by 
resolution of the Legislature. may requi:-e that it be furnished any data contained in ar:y tax rerum for use by 
such committee in executive session only." Based on this law, the Department cu.n.I10t provide un~redacted 
taxpayer infonnation. 

if you have ariy que..stions or concerns, plea'ie do not hesitate to contJct me a: (671) 635~ 1815. 

Sincerely, 

(l,rL r (~ r _, 
loHN P. CA.1',1ACHO 
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Department of Revenue and Taxation 
Hotel Occupancy Tax 

Report No. 14-04, December 2014 

Key contributions to this report were made by: 
Michele Brillante, Auditor 

Rodalyn Gerardo, CIA, CGFM, CPA, CGAP, CGMA, Audit Supervisor 
Doris Flores Brooks, CPA, CGFM, Public Auditor 

To ensure the p~bH~trustand. ~ss~r~ ~ood governance, 
we conduct audit~ a"!~ ~~~~~~~t~~ p~~~llrcritkhfa ppeals, 

independently, impartially, and witldrttegrity. 

Objectivity: To have .~~.i:'J?~P~.n~~~~ ~ll?i~p:trtialmind. 
Professionali~lll.: T~ !*9~~~1(·.1~i·~$~i~~~~n~llf~(t{§.~i()n~I standards. 
AccountabilitY: To be responsible and transparentin our actions. 

'r Call our HOTLINE at 47AUDIT (472-8348) 

.. b.site at www.guamopa.org 

All information will be held in strict confidence. 

Updated January 2014 




