
CARL T.C. GUTIERREZ 
GOVERNOR OF GUAM 

The Honorable Joanne M. S. Brown 
Legislative Secretary 
I Mina'Bente Singko na Liheslaturan 
Twenty-Fifth Guam Legislature 
Suite 200 
130 Aspinal Street 
HagHtfia, Guam 96910 

Dear Legislative Secretary Brown: 

I 3- ~ F d p  
1 , 

1 Date 

Enclosed please find Bill No. 240 (LS), "AN ACT TO AMEND $26202(j) OF 
ARTICLE 2, CHAPTER 26, DIVISION 2 OF TITLE 11 OF THE GUAM CODE 
ANNOTATED, RELATIVE TO ALLOWING THE DIVISION OF GROSS INCOME 
BETWEENATRAVELAGENCYORTOURPACKAGERANDTHEPROVIDEROF 
TOURISM-RELATED SERVICES OR TRANSIENT ACCOMMODATIONS, AND TO 
IMPOSE GRT UPON EACH ENTITY'S PROCEEDS", which I have signed into law 
today as Public Law No. 25-117. 

There is a current practice where those who offer tours or other visitor 
services on Guam establish trust accounts off-Guam, in Japan, for money paid 
to off-island tour wholesalers for tours and services taking place on Guam. 
These accounts are not subject to Gross Receipts Tax. This cumbersome 
procedure siphons off local dollars to foreign locations for tours and services 
that are unredeemed. 

To retain funding on our island, this legislation imposes the Gross Receipts Tax 
rate of 4% on the net basis for Guam tour agents, travel agencies, or persons 
offering tourism-related services on Guam. The tax is prorated between the 
provider of services on the one hand and the agency or packager on the other 
hand. 

Very truly yours, 

I Maga'Lahen GuHhan 
Governor of Guam 

Attachment: copy attached for signed bill or overridden bill 

J 844 original attached for vetoed bill 

cc: The Honorable A.R. Unpingco 
Speaker 

Ricardo J. Bordallo Governor's Complex Post Office Box 2950, Agana, Guam 96932 (671)472-8931 Fax (671)477-GUAM 



MINA'BENTE SINGKO NA LIHESLATURAN GUAHAN 
2000 (SECOND) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO I MAGA'LAHEN GUAHAN 

This is to certify that Bill No. 240 (LS) "AN ACT TO AMEND §26202(j) OF ARTICLE 2, CHAPTER 26, 
DIVISION 2 OF TITLE 11 OF THE GUAM CODE ANNOTATED, RELATIVE TO ALLOWING THE 
DIVISION OF GROSS INCOME BETWEEN A TRAVEL AGENCY OR TOUR PACKAGER AND THE 
PROVIDER OF TOURISM-RELATED SERVICES OR TRANSIENT ACCOMMODATIONS, AND TO 
IMPOSE GRT UPON EACH ENTITY'S PROCEEDS," was on the 9 I h  day of March 2000, duly and 
regularly passed. /3 

Speaker 

senitor and Legislative Secretary 

This Act was received by I Maga'lahen Guahan this day of hd.l& ,2000, 

at /d : 40 o'clock 4.~. 
Assistant Staff Officer 

Maga'lahi's Office 
APPROVED: 

CARL T. C. GUTIERREZ 
I Maga'lahen Guahan 

Date: 3- 2 ~ -  O& 

Public Law No. Jg- 1 17 
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Introduced by: S. A. Sanchez, 11 
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K. S. Movlan 
F. B. Aguon, Jr. 
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C. A. Leon Guerrero 
V. C. Pangelinan 
J. C. Salas 
A. R. Unpingco 

AN ACT TO AMEND §26202(j) OF ARTICLE 2, 
CHAPTER 26, DIVISION 2 OF TITLE 11 OF THE 
GUAM CODE ANNOTATED, RELATIVE TO 
ALLOWING THE DIVISION OF GROSS INCOME 
BETWEEN A TRAVEL AGENCY OR TOUR 
PACKAGER AND THE PROVIDER OF TOURISM- 
RELATED SERVICES OR TRANSIENT 
ACCOMMODATIONS, AND TO IMPOSE GRT 
UPON EACH ENTITY'S PROCEEDS. 



between the provider of the services on the one hand and the travel 

agency or tour packager on the other hand, a tax equivalent of four 

percent (4%) shall be imposed on each person with respect to such 

person's respective portion of the proceeds, and no more. 

Where transient accommodations are furnished through 

arrangements made by a travel agency or tour packager, the gross 

income is divided between the provider of the transient 

accommodations on the one hand and the travel agency, or tour 

packager, on the other hand, a tax equivalent of four percent (4%) shall 

be imposed on each person with respect to such person's respective 

portion of the proceeds, and no more. 

(1) As used in this Subsection 'tourism-related services' 

shall mean dinner cruises, transportation included in a tour 

package, sight seeing tours, dinner shows, extravaganzas, cultural 

and educational facilities, and other services rendered directly to 

the customer or tourist. 

(2) As used in this Subsection 'transient accommodations' 

shall mean hotel, lodging facility, or similar facility located on 

Guam and subject to the provisions of $30101 of Division 2, 

Chapter 30 of Title 11 of the Guam Code Annotated." 



MINA' BENTE SINGKO NA LIHESLATURAN GUAHAN 
TWENTY-FIFTH GUAM LEGISLATURE 
155 Hesler Street, HagHtaa, Guam 96910 

The Honorable Carl T.C. 
I Maga'lahen Guihan 
Ufisinan I Maga'lahi 
Hagitria, Guam 96910 

March 

Gutierrez 

Dear Maga'lahi Gutierrez: 
/ / 

Transmitted herewith are Bill Nos. 240(LS) and 339(COR) and 
Substitute Bill No. 381(COR) which were passed by I Mina'Bente Singko 
Na Liheslaturan Guihan on March 9,2000. 

Sincerely, 

Senator and Legislative Secretary 

Enclosure (3) 

Executive Direotor 472-3409 Fax: 472-3510. Chief Fiscal Officer 472-3491. Pmonnel 472-3520. Protocol 472-3499. Archim 472-3443. Clerk of Legislshlre 472-3464 
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CERTIFICATION OF PASSAGE OF AN ACT TO I MAGA'LAHEN GUAHAN 

This is to certify that Bill NO. 240 (LS) "AN ACT TO AMEND §26202(j) OF ARTICLE 2, CHAPTER 26, 
DMSION 2 OF TITLE 11 OF THE GUAM CODE ANNOTATED, RELATIVE TO ALLOWING THE 
DIVISION OF GROSS INCOME BETWEEN A TRAVEL AGENCY OR TOUR PACKAGER AND THE 
PROVIDER OF TOURISM-RELATED SERVICES OR TRANSIENT ACCOMMODATIONS, AND TO 
IMPOSE GRT UPON EACH ENTITY'S PROCEEDS," was on the 9" day of March 2000, duly and 
regularly passed. 

WONIO R. UNPINGCO 
Speaker 

Senator and Legislative Secretary 

This Act was received by IMaga'lahen Gt~ahan this / day of h & ,2000, 

at /07: 4% o'clock 

APPROVED: 

CARL T. C. GUTIERREZ 
I Maga'lalren Guahan 

Date: 

Public Law No. 

Assistant Staff Officer 
Maga'lahi's Office 
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AN ACT TO AMEND §26202(j) OF ARTICLE 2, 
CHAPTER 26, DIVISION 2 OF TITLE 11 OF THE 
GUAM CODE ANNOTATED, RELATIVE TO 
ALLOWING THE DIVISION OF GROSS INCOME 
BETWEEN A TRAVEL AGENCY OR TOUR 
PACKAGER AND THE PROVIDER OF TOURISM- 
RELATED SERVICES OR TRANSIENT 
ACCOMMODATIONS, AND TO IMPOSE GRT 
UPON EACH ENTITY'S PROCEEDS. 



BE IT ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Legislative Findings and Intent. Guam derives its major 

source of revenue from the tourism industry. In recent times the tourism 

industry has been faced with increasing competition from other tourist 

destinations, such as Hawaii, Okinawa and other foreign venues. In order for 

Guam to remain a competitive destination venue, it is incumbent that the 

government of Guam provide incentives to businesses which fuel Guam's 

economic engine. 

Generally, tour agents receive funds from tour wholesalers or directly 

from customers to cover package tour costs, such as hotel, restaurants, ground 

transportation and other tourism-related activities. Currently, Guam tour 

agents are subject to a four percent (4%) gross receipts tax on the gross 

proceeds collected directly from customers and local or foreign tour 

wholesalers without regard to deductions for amounts paid to the providers 

of these tourism-related services. In addition, the providers of these tourism- 

related services, such as hotels, restaurants, bus companies, etc., are also 

subject to the four percent (4%) gross receipts tax on the amounts received 

from the Guam tour agents. This tax structure creates a potential for a 

pyramiding effect of the gross receipts tax and places Guam tour agents at a 

competitive disadvantage from the standpoint of cost and pricing. 

In response to this, many local tour agents have entered into agreements 

with the off-Island tour wholesalers so that funds are placed in non-interest 

bearing trust accounts. The funds in the trust accounts remain the property of 

the off-Island tour wholesaler until they are disbursed by the local tour agent 



for hotel, transportation and other tourism-related activities and services 

provided to the customer. Excess funds, if any, in the trust account are then 

returned to the off-Island tour wholesalers upon the disbursement of 

pertinent costs and commissions. 

These arrangements effectively place the local tour agents and service 

providers on a net tax basis for gross receipts tax. However, the outflow of 

funds for unredeemed services represents lost revenue for the Guam tour 

agents which could otherwise be retained locally. 

By amending the law to allow gross receipts taxation on a net basis for 

Guam tour agents, the inequitable pyramiding effect of the gross receipts tax 

will be reduced. Additionally, the need and incentive for trust account 

arrangements will be eliminated. Guam tour agents will be encouraged to 

receive payments from the off-Island tour wholesaler as reportable income 

since they could then offset such income with deductions not otherwise 

allowed. Additionally, funds for unredeemed services will be retained 

locally, creating worlung capital for the Guam tour agents and generate 

additional income tax revenue for the government of Guam. 

Section 2. Section 26202(j) is hereby added to Article 2, Chapter 26, 

Division 2 of Title 11 of the Guam Code Annotated to read as follows: 

"Section 26202(j). Tour Agencies. Upon every person 

engaging or continuing within Guam in the business of a tour agency or 

travel agency, where tourism-related services are furnished to 

consumers by independent vendors through arrangements made by a 

travel agency, or tour packager, and the gross income is divided 



between the provider of the services on the one hand and the travel 

agency or tour packager on the other hand, a tax equivalent of four 

percent (4%) shall be imposed on each person with respect to such 

person's respective portion of the proceeds, and no more. 

Where transient accommodations are furnished through 

arrangements made by a travel agency or tour packager, the gross 

income is divided between the provider of the transient 

accommodations on the one hand and the travel agency, or tour 

packager, on the other hand, a tax equivalent of four percent (4%) shall 

be imposed on each person with respect to such person's respective 

portion of the proceeds, and no more. 

(1) As used in this Subsection 'tourism-related services' 

shall mean dinner cruises, transportation included in a tour 

package, sight seeing tours, dinner shows, extravaganzas, cultural 

and educational facilities, and other services rendered directly to 

the customer or tourist. 

(2) As used in this Subsection 'transient accommodations' 

shall mean hotel, lodging facility, or similar facility located on 

Guam and subject to the provisions of 330101 of Division 2, 

Chapter 30 of Title 11 of the Guam Code Annotated." 
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MINA' BENTE SINGKO NA LIHESLATURAN G U ~ A N  
TWENTY-FIFTH GUAM LEGISLATURE 

155 Hesler Stree~ Hagitiia, Guam 96910 

February 14 ,  2000 

( DATE 1 

Memorandum 

To: Senator SIMON A .  SANCHEZ 

From: Clerk of the Legislature 

Subject: Report on Bill No. 240 (LS) 

Pursuant to 57.04 of Rule VII of the 2 5 ~  Standing Rules, transmitted 
herewith is a copy of the Committee Report on Bill No. a i n  (1,s) , 
for which you are the prime sponsor. 

Should you have any questions or need further information, please 
call the undersigned at 472-3464/5. 

Attachment 

Executive Director472-3409 F a :  472-3510. Chief fiscal Officer 472-3491 . Penonnel 472-3520. protocol 472.34m. ~ ~ ~ h i ~ ~ ~  472.3443. clerk of~gir~aru= 473.3&1 



I/ 
ina' Bente Singko Na  Liheslaturan Cu n 
TWENTY-FIFTH GUAM LEGISLATURE 
SENATOR EDDIE BAZA CALVO 

Chairman 
COMMITTEE ON POWER, PUBLIC WORKS, TAX AND REGULATORY REFORM, 

MUNICIPAL and COMMUNITY AFFAIRS 

€-Mail address: sencalvo@ite.net 
120 Father DueRas Avenue, Capitol Plaza, Suite 109 Telephone: (671 ) 472-4040/45 1 8 
HagMa, Guam 969 10 Facsimile: (671) 472-41 00 

February 1,2000 

The Honorable Antonio R. Unpingco 
Speaker 
I Mina'Bente Szngko Nu Liheslaiurm Gucfhun 
155 Hesler Street 
Hagafia, Guam 969 10 

via: Committee on Rules 

Dear Mr. Speaker: 

The Committee on Power, Public Works, Tax and Regulatory Reform, Municipal and 
Community Affairs, to which was referred BILL NO. 240 (LS) "AN ACT TO AMEND 
$26202 OF ARTICLE 2, CHAPTER 26, TITLE 11, GUAM CODE ANNOTATED, TO 
ALLOW THE DIVISION OF GROSS INCOME BETWEEN A TRAVEL AGENCY OR 
TOUR PACKAGER AND THE PROVIDER OF TOURISM RELATED SERVICES OR 
TRANSIENT ACCOMMODATIONS AND TO IMPOSE GROSS RECEPTS TAX ON 
EACH SUCH PERSON'S RESPECTIVE PORTION OF THE PROCEEDS.", does 
hereby report back, with the recommendation TO DO PASS. 

Votes of the Committee members are as follows: 

To Pass 
Not to Pass 
Abstain - 
Off-Island 
Not Available 

A copy of the Committee Report is attached for your consideration 

Si Yu '0s Ma use', 

SEN kacALv0 
Chairman 

Attachments 



COMMlTTEE ON POWER, PUBLIC WORKS, 
TAX AND REGULATORY REFORM, 

MUNICIPAL AND COMMUNITY AFFAIRS 
Mina Bente Singko Na Liheslaiurnn Gudhan 

155 Hesler Street, Ha@&, Guam 96910 

VOTING SHEET: 

BILL NO. 240 (LS) <'AN ACT TO AMEND 826202 OF ARTICLE 2, CHAPTER 26, TITLE 11, GUAM CODE 
ANNOTATED, TO ALLOW THE DIVISION OF GROSS INCOME BETWEEN A TRAVEL AGENCY OR TOUR PACKAGER 
AND THE PROVIDER OF TOURISM RELATED SERVICES OR TRANSIENT ACCOMMODATIONS AND TO IMPOSE 
GROSS RECEIPTS TAX ON EACH SUCH PERSON'S RESPECTIVE PORTION OF THE PROCEEDS." 

COMMITTEE MEMBERS TO PASS NOT TO PASS ABSTAIN 
TO PLACE IN 
INACTIVE FILE 

Senat le Baza Calvo 
Chairman 

Senator Kaleo S. Moylm 
Vice-chairman 

Speaker Antonio R Unpingco 
Ex-ollicio Mentber 

Senator Frank B. Aguon, Jr. 

Sendtor Anthonv C. Blaz 

7 
(--- (-- 

/ 
Senator Madkel G. Camacho 

, L/ 
Seoator Carlotta A. Leon Guerrero ml.l 
Senator Simon k Sanchez, I1 



COMMITTEE ON POWER, PUBLIC WORKS, 
TAX AND REGULATORY REFORM, 

MUNICIPAL AND COMMUNITY AFFAIRS 
Mina'Bente Singko Nn Liheslaturan Guahan 

155 Hesler Street, HagatAa, Guam 96910 

COMMITTEE REPORT 

BILL NO. 240 (LS) 

"AN ACT TO AMEND 526202 OF ARTICLE 2, CHAPTER 26, TITLE 11, GUAM CODE 
ANNOTATED, TO ALLOW THE DIVISION OF GROSS INCOME BETWEEN A TRAVEL 
AGENCY OR TOUR PACKAGER AND THE PROVIDER OF TOURISM RELATED SERVICES 
OR TRANSIENT ACCOMMODATIONS AND TO IMPOSE GROSS RECEIPTS TAX ON EACH 
SUCH PERSON'S RESPECTIVE PORTION OF THE PROCEEDS." 

COMMITTEE MEMBERS 

Chairman: Senator Eddie Baza Calvo 
Vice-Chairman: Senator Kaleo S. Moylan 
Ex-Officio Member: Antonio R. Unpingco 

Senator Frank B. Aguon, Jr. Senator Eulogio C. Bermudes 
Senator Anthony C. Blaz Senator Marcel G. Camacho 
Senator Mark Forbes Vice-Speaker Lawrence F. Kasperbauer 
Senator Carlotta A. Leon Guerrero Senator Simon A. Sanchez, I1 



COMMITTEE ON POWER, PUBLIC WORKS, 
TAX AND REGULATORY REFORM, 

MUNICIPAL AND COMMUNITY AFFAIRS 
Mina'Benle Singko Na Liheslaturan Guijhan 

155 Hesler Street, HagdtAa, Guam 96910 

BILL NO. 240 (LS) 

"AN ACT TO AMEND 526202 OF ARTICLE 2, CHAPTER 26, TITLE 11, GUAM CODE 
ANNOTATED, TO ALLOW THE DIVISION OF GROSS INCOME BETWEEN A TRAVEL 
AGENCY OR TOUR PACKAGER AND THE PROVIDER OF TOURISM RELATED SERVICES 
OR TRANSIENT ACCOMMODATIONS AND TO IMPOSE GROSS RECEIPTS TAX ON EACH 
SUCH PERSON'S RESPECTIVE PORTION OF THE PROCEEDS." 

I. PUBLIC HEARlNG 

The Committee on Power, Public Works, Tax and Regulatory Reform, Municipal and Community Affairs 
("PPWTRRM&CAn) called a public hearing to order at 9:00 a.m., Monday, November 22, 1999 to hear 
testimony on BILL NO. 240 (LS). The hearing was held in the Public Hearing Room of I Liheslaluran 
Gudhan in Hagitria. Notices were placed in the Guam Variety News and Views on November 12'h , 1 7Lh 
and 19'~. 

The hearing was called to order by Senator Eddie Baza Calvo, Chairman of PPWTRRM&CA. 
Committee members present included Senators Carlotta A. Leon Guerrero, Simon A. Sanchez and Mark 
Forbes. 

11. TESTIMONY 

Although there were no individuals present to testify, written testimony was submitted to 
PPWTRRM&CA and are as follows: 

Testimonies 
Testimony Herein 
Presented Attached As 

Eloise R. Baza, President, Guam Chamber of Commerce Written Exhibit "A" 

Akiji Ono, Chairman, Japan Guam Travel Association Written Exhibit "B" 

*Both testimonies were in support of the measure. Please refer to attached written statements. 



111. FINDINGS & RECOMMENDATION 

Currently, tour agents have been unduly taxed a gross receipts tax of 4% on revenues collected directly 
from customers and local or foreign tour wholesalers. This is done without regard to deductions for 
amounts paid to the providers of these tourism-related services. Furthermore, providers of other tourism 
related services such as hotels, restaurants, bus companies, etc. are also subject to the 4% gross receipts 
tax on the amounts received from Guam tour agents. The result is a pyramiding effect that has forced 
many local tour agents to enter into arrangements with off-island tour wholesalers to have funds placed in 
non-interest bearing trust accounts. The funds in the trust accounts remain the property of the off-island 
tour wholesaler until they are disbursed by the local tour agent for hotel, transportation and other tour 
related activities and services provided to the customer. Excess funds in the trust accounts are then 
returned to the off-island tour wholesaler upon the disbursement of pertinent costs and commissions. 

Bill No. 240 (LS) seeks to allow for gross receipts taxation on a net basis for Guam tour agents. The 
Committee finds that this would curtail the pyramiding effect as well as eliminate the need and incentive 
for trust account arrangements. Guam tour agents will be encouraged to receive payments from off-island 
tour wholesalers as reportable income since they could then off-set such income with deductions not 
otherwise allowed. Furthermore, funds that otherwise would have been kept off-island in trust accounts, 
for unredeemed services, will be kept locally. The Committee further finds that this would create working 
capital for Guam tour agents and generate additional income tax revenue for the government of Guam. 
The Committee therefore, reports out BILL NO. 240 (LS), to I Lihesluturan Guahan, with the 
recommendation TO DO PASS. 



JUN 1 1999. 
MINA' BENTE SINGKO NA LIHESLATURAN GUAHAN 

1999 (FIRST) Regular Session @&&& 

Bill ~o . b-90 ,. k i j  
Introduced by: S. A. Sanchez I1 Sljli 

E. B. Calvo W 
K. S. Moylan & 

AN ACT TO AMEND 526202 OF ARTICLE 2, 
CHAPTER 26, TITLE 1 GUAM CODE 
ANNOTATED, TO ALLOW THE DIVISION OF 
GROSS INCOME BETWEEN A TRAVEL AGENCY 
OR TOUR PACKAGER AND THE PROVIDER OF 
TOURISM RELATED SERVICES OR TRANSIENT 
ACCOMMODATIONS AND TO IMPOSE GROSS 
RECEIPTS TAX ON EACH SUCH PERSON'S 
RESPECTIVE PORTION OF THE PROCEEDS. 

BE I T  ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Legislative Findings and Intent. Guam derives 

its major source of revenue from the tourism industry. I n  recent times, the 

tourism industry has been faced with increasing competition from other 

tourist destinations such as Hawaii, Okinawa and other foreign venues. I n  

order for Guam to remain a competitive destination venue, it is incumbent 

that the Government of Guam provide incentives to businesses which fuel 

Guam's economic engine. 

Generally, tour agents receive funds from tour wholesalers or directly 

from customers to cover package tour costs such as hotel, restaurants, 

ground transportation and other tourism related activities. Currently, Guam 

tour agents are subject to a 4% gross receipts tax on the gross proceeds 



collected directly from customers and local or foreign tour wholesalers 

without regard to deductions for amounts paid to the providers of these 

tourism related services. In addition, the providers of these tourism related 

services such as hotels, restaurants, bus companies, etc., are also subject to 

the 4% gross receipts tax on the amounts received from the Guam tour 

agents. This tax structure Creates a potential for a pyramiding effect of the 

gross receipts tax and places Guam tour agents at a competitive disadvantage 

from the standpoint of cost and pricing. 

'In response to this, many local tour agents have entered into 

agreements with the off-island tour wholesalers so that funds are placed in 

non-interest bearing trust accounts. The funds in the trust accounts remain 

the property of the off-island tour wholesaler until they are disbursed by the 

local tour agent for hotel, transportation and other tour related activities and 

services provided to the customer. Excess funds, if any, in the trust account 

are then returned to the off-island tour wholesalers upon the disbursement of 

pertinent costs and commissions. 

These arrangements effectively place the local tour agents and service 

providers on a net, tax basis for gross receipts tax. However, the oufflow of 

funds for unredeemed services represents lost revenue for the Guam tour 

agents which could otherwise be retained locally. 

By amending the law to allow gross receipts taxation on a net basis for 

Guam tour agents, the inequitable pyramiding effect of the gross receipts tax 

will be reduced. Additionally, the need and incentive for trust account 

arrangements will be eliminated. Guam tour agents will be encouraged to 

receive payments from the off-island tour wholesaler as reportable income 



since they could then offset such income with deductions not otherwise 

allowed. In addition, funds for unredeemed services will be retained locally, 

creating working capital for the Guam tour agents and generate additional 

income tax rkenue for the Government of Guam. 

Section 2. Subsection (j) is hereby added to section 26202 Article 2, 

Chapter 26, Title 11, Guam Code Annotated, to read as follows: 

"fj26202Cj). Tour Agencies. Upon every person engaging or 

continuing within Guam in the business of a tour agency or travel agency, 

where tourism related services are furnished to consumers by independent 

vendors through arrangements made by a travel agency or tour packager and 

the gross income is divided between the provider of the services on the one 

hand and the travel agency or tour packager on the other hand, a tax 

equivalent of 4% shall be imposed on each person with respect to such 

person's respective portion of the proceeds and, no more. 

Where transient accommodations are furnished through arrangements 

made by a travel agency or tour packager the gross income is divided 

between the provider of the transient accommodations on the one hand and 

the travel agency or tour packager on the other hand, a tax equivalent of 4% 

shall be imposed on each person with respect to such person's respective 

portion of the proceeds and, no more. 

(1) As used in this subsection "tourism related services" shall mean 

dinner cruises, transportation included in a tour package, sight seeing tours, 

dinner shows, extravaganzas, cultural and educational facilities and other 

services rendered directly to the customer or tourist. 



I (2)  AS used in this subsection "transient accommodations" shall mean 

hotel, lodging facility, or similar facility located on Guam and subject to the 

provisions of §30101, Division 2, Chapter 30, Title 11, Guam Code Annotated. . 
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GUAM CHAMBER OF COMMERCE Rece~ved BY - & ~ ' y - '  
PARTNERS IN PROGRESS 

December 15, 1999 

SENATOR EDDIE BAZA CALVO 
Chairman 
Committee on Power, Public Works, Tax and Regulatory 

Reform, Municipal and Community Affairs 
I Mina'Bente Singko Na Liheslaturan Guihan 
155 Hesler Street 
Hag:tiia, Guam 96910 

RE: BILL NO. 240 

Dear Mr. Chairman and Members of the Committee: 

On behalf of the Guam Chamber of Commerce, I write to state our full support of passage of Bill NO. 
240, a measure that will put an end to the pyramiding effect of the Gross Receipts Tax on the gross 
incomes of travel agencies, tour packagers, and providers of tourism-related services or transient 
accommodations. 

During these difficult economic times, it is crucial that policy makers and tourism industry leaders 
continue to work hand in hand to find new visitor markets as well as reduce our costs as a tourist 
destination. 

Through a close working dialogue with the Guam Legislature and the Executive Branch, we expanded 
our visitor customer base last year to include U.S. military R&R tourists. The support of thls same 
working partnership of cost-cutting initiatives such as Bill No. 240 is critical to our endeavors to make 
Goam a mcre con~petitive visltgr clesestin&ion. 

We thank the sponsors of Bill No. 240 and the members of the Committee for being actively involved in 
our recovery efforts. Please let us know how we can assist you in encouraging all your colleagues to 
vote to pass Bill No. 240. Si Yu'us Maase. 

Sincerely yours, 

President b' 

173 Aspinall Avenue, Ado Plazo Center, Suite 101 PO. Box 283 Hag616a. GU 96932 
Tel: (671) 472431 1/8001 Fax: (671) 4724202 htp://www.guomchamber.c~m.~u 



Japan Guam Travel Association 
C/O Suite 420, GITC Building 

590 South Marine Drive 
Tarnuning, Guam 969 1 1 

December 14,1999 

Honorable Eddie Baza Calvo 
Chairman 
Committee on Power, Public Works, Tax and Regulatory Reform, 

Municipal and Community Affairs 
25th Guam Legislature 
155 Hessler Street 
Hagatna, Guam 96910 

Re: Support of Bill 240 

Dear Mr. Chairman: 

The Japan Guam Travel Association supports Bill 240 and believes that this amendment to the 
gross receipts tax law is a positive step in the right direction in simplifying the gross receipts 
tax law as applied to Guam tour agents. 

The existing gross receipts tax law provides obstacles to the way business transactions are 
structured and as a result creates administrative burdens on Guam tour agents. Because of the 
pyramiding effect of the gross receipts tax under current law, tour agents utilize trust accounts 
with the tour wholesalers in Japan to ensure that they are taxed only on their portion of gross 
income. If Bill 240 becomes law, bust accounts would no longer be necessary. In addition to 
the reduced accounting and other administrative burdens associated with maintaining the trust 
account, Bill 240 would allow the local tour agent to more efficiently conduct business 
directly with the local tourism related service providers. This will give an incentive to the 
Guam tour agent to negotiate better rates with the local tourism related service providers. 
This reduction in tour costs would translate to overall lower tour prices and thus making 
Guam a more attractive tourist destination. 

Obviously, a common objective of the members of JGTA is to increase the number of tourists 
that visit Guam and to maintain Guam as a popular tourist destination. We feel that Bill 240 
will assist the Guam travel agents in increasing the tourist count and contribute positively to 
the economy of Guam. 

If you have any questions, please let me now. 

Very truly yours, 

Chairman 
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MINK BENTE SINGKO NA LIHESLATURAN GUAHAN 
*--t " C i idr**- 

1999 (FIRST) Regular Session 

Bill No. w n / /  5) 
Introduced by: S. A. Sanchez I1 @3 

E. B. Calvo- 
K. S. Moylan i'+ 

AN ACT TO AMEND 926202 OF ARTICLE 2, 
CHAPTER 26, TITLE 11, GUAM CODE 
ANNOTATED, TO ALLOW THE DIVISION OF 
GROSS INCOME BETWEEN A TRAVEL AGENCY 
OR TOUR PACKAGER AND THE PROVIDER OF 
TOURISM RELATED SERVICES OR TRANSIENT 
ACCOMMODATIONS AND TO IMPOSE GROSS 
RECEIPTS TAX ON EACH SUCH PERSON'S 
RESPECTIVE PORTION OF THE PROCEEDS. 

BE I T  ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Legislative Findings and Intent. Guam derives 

its major source of revenue from the tourism industry. I n  recent times, the 

tourism industry has been faced with increasing competition from other 

tourist destinations such as Hawaii, Okinawa and other foreign venues. I n  

order for Guam to remain a competitive destination venue, it is incumbent 

that the Government of Guam provide incentives to businesses which fuel 

Guam's economic engine. 

Generally, tour agents receive funds from tour wholesalers or directly 

from customers to cover package tour costs such as hotel, restaurants, 

ground transportation and other tourism related activities. Currently, Guam 

tour agents are subject to a 4% gross receipts tax on the gross proceeds 



collected directly from customers and local or foreign tour wholesalers 

without regard to deductions for amounts paid to the providers of these 

tourism related services. I n  addition, the providers of these tourism related 

services such as hotels, restaurants, bus companies, etc., are also subject to 

the 4% gross receipts tax on the amounts received from the Guam tour 

agents. This tax structure creates a potential for a pyramiding effect of the 

gross receipts tax and places Guam tour agents at a competitive disadvantage 

from the standpoint of cost and pricing. 

I n  response to this, many local tour agents have entered into 

agreements with the off-island tour wholesalers so that funds are placed in 

non-interest bearing trust accounts. The funds in the trust accounts remain 

the property of the off-island tour wholesaler until they are disbursed by the 

local tour agent for hotel, transportation and other tour related activities and 

services provided to the customer. Excess funds, if any, in the trust account 

are then returned to the off-island tour wholesalers upon the disbursement of 

pertinent costs and commissions. 

These arrangements effectively place the local tour agents and service 

providers on a net tax basis for gross receipts tax. However, the outflow of 

funds for unredeemed services represents lost revenue for the Guam tour 

agents which could otherwise be retained locally. 

By amending the law to allow gross receipts taxation on a net basis for 

Guam tour agents, the inequitable pyramiding effect of the gross receipts tax 

will be reduced. Additionally, the need and incentive for trust account 

arrangements will be eliminated. Guam tour agents will be encouraged to 

receive payments from the off-island tour wholesaler as reportable income 


