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DEPARTMENT OF 

rCryy - GOVERNMENT OF GUAM Gubetnamenton Guiihan 

The Honorable Senator Edward J.B. Calvo JAN 2 5 20115 
Chairman 
Committee on Finance, Taxation and Commerce 
Mina' Bente Ocho Na Liheslaturan Guahan 
I Liheslaturan Guahan's Public Hearing Room 

In re: Bill no. 11 (LS) - "An Act To Add A New Item (28) & (29) To Item (K) Of 8 
26203 Of Title 11, Guam Code Annotated Relative To Exempting The Wholesale Of 
Telecommunication Services And Off-Island Sales From Gross Receipts Taxes." 

Dear Senator Calvo: 

While the Department of Revenue & Taxation (DRT) recognizes that these proposed 
exemptions may stimulate growth in the Telecommunications Industry, DRT feels that 
this proposal be postponed and reconsidered when the Government's financial situation 
improves. 

It should be noted that 26203(K)(22) of Title 11, G.C.A. already exempts businesses 
who are engaged in the business of wholesaling. However, the general rule of thumb for 
this provision refers to sales of tangible property. 

As shown on the attached analysis using 2002 and 2003 data, the Government would 
have lost approximately $5.25 million dollars in those years alone (However, this data 
does not break down service or the sale of tangible goods and is not all inclusive of the 
entire industry). As the industry grows with new competitors and the privatization of 
Guam Telephone Authority, millions more could potentially be lost each year. 

Pertaining to the language of this bill, Section 26203(k)(28) and (29) already exist as 
subsections for other exemptions. 

Should this proposal become law, DRT will make the necessary changes in both policy 
and form as deemed necessary to effectively administer &us Act. 

Sincerely, 

Director .t?&!T 
Attachments 

Post Office Box 23607. Guam Main Fadlity. Guam 96921 Tel. I Telifon: (671) 475-180111785-89 Fax 1 Faks: (671) 472-2643 



Projected Revenue Loss 
Gross Receipts Taxes Paid 

Telecommunication Services 
34-. Isn-nr; 

I 
Note: Identified businesses dealing with Telecommunications Services through cash receipts. 

67 "Urn, "" 

Tax Period 

January 
Febuary 
March 
April 

May 
June 
July 
August 
September 
October 
November 
December 
TOTAL 
Combine 
years 

2002 
$ 70,812.50 
$ 75,045.71 

, $ 71,369.44 
$ 76,275.57 
$ 72,091.59 
$ 71,406.74 
$ 62,799.31 
$ 55,538.58 
$ 52,688.37 
$ 68,901.99 
$ 81,956.37 
$ 72,308.26 
$ 831,194.43 

2003 
$ 48,845.08 
$ 33,430.34 
$ 24,230.52 
$ 32,163.61 
$ 65,862.17 
$ 85,579.27 
$ 91,968.58 
$ 105,401.58 
$ 110,478.85 
$ 109,790.32 
$ 119,1000034 
$ 105,556.86 
$ 932,407.52 

$1,763,602 

TOTALS 
2002 

$ 75,672.68 
$ 55,946.35 
$ 63,824.82 

- -4.40 

2003 
$ 72,327.65 
$ 75,671.85 
$ 81,541.78 

$1,383,308.1 0 

$ 74,485.53 $ 107,610.76 $ 47,993.80 $ 50,948.71 $ 198,754.90 $ 190,723.08 

$5,253,594.45 

2002 
$ 54,277.57 
$ 49,938.43 
$ 47,657.79 

$ 67,584.60 
$ 59,062.52 
$ 77,970.15 
$ 83,196.07 
$ 90,66222 
$ 76,856.05 
$ 55,748.30 
$ 39,004.17 
$ 820,013.46 

2003 
$ 59,886.46 
$ 60,065.86 
$ 59,192.50 

$ 112,329.35 
$ 108,945.31 
$ 105,571.23 
$ 98,359.60 
$ 122,711.30 
$ 131,412.35 
$ 160,047.58 
$ 110,142.18 
$ 1,286,670.94 

2002 
$ 200,762.75 
$ 180,930.49 
$ 182,852.05 

$ 45,089.05 
$ 42,286.97 
$ 44,730.33 
$ 51,645.1 1 
$ 49,646.41 
$ 48,737.37 
$ 46,456.05 
$ 44,916.33 
$ 573,375.21 

2003 
$ 181,059.19 
$ 169,168.05 
$ 164,964.80 , 

$ 77,057.45 
$ 81,389.45 
$ 75,812.19 
$ 67,249.84 
$ 69,552.66 
$ 77,495.07 
$ 61,730.04 
$ 69,552.66 
$ 809,932.89 

$ 184,765.24 
$ 172,756.23 
$ 185,499.79 
$ 190,379.76 
$ 192,997.00 
$ 194,495.41 
$ 184,160.72 
$ 156,228.76 
$ 2,224,583.10 

$ 255,248.97. 
$ 275.914.03- 
$ 273,352.00 
$ 271,011.02 . 
$ 302,742.81 
$ 318,697-74 
$ 340,877.98 
$ 285,251.70 
$ 3,029,011.* 
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CHARLES H. TROUTW 
CONSUMER COUNSEL - 

DEPUTY ATTORNEY GENERAL 

OFFICE OF THE A ~ O R N E Y  GENERAL 

Honorable Edward J.B. 
Chairman 
Committee on Finance, 
28th Guam Legislature 
Hagitiia, Guam 

Dear Mr. Chairman, 

Calvo 

Taxation 

February 6,2005 

I Senator Edward J. B. Calvo I 
ACKNOWLEDGEMENT RECEIPT 

and Commerce 

Rm'd L y: 

Date: 

I wish to take this opportunity to present written testimony regarding Bill 1 1, which would exempt certain 
wholesale activities of the new CTA from the Gross Receipts Tax. 

Generally, I believe that we cannot afford any more exemptions from the CRT at a time when revenues are 
short and needs great. The  Government cannot function when it volutarily reduces its revenue below a 
functioning level. 

Apart from this. Bill 1 1 poses problems. W e  need to  do  a general overhaul of the GRT and its exemptions 
in view of the increased military construction and the military's increasing use of private contractors. W e  
need to  recognize that Guam is now, or  we hope it to  be, a center of commerce in this part of the world. W e  
need to examine what are the current possibilities of taxation under federal law - which have been changing 
since the CRT was first enacted over 50 years ago. While the federal law has been somewhat relaxed, the 
CRT has not changed. W e  need to look at the potential for revenue before we look to  give it away. 

O n  the specifics of Bill 1 1,  item 29 isppen to  many and possibly discriminatory, interpretations. What does 
it mean that the ''customers" are outside of Guam. If these "customers" are purchasing the services for use in, 
Guam, then there should bc no  exemption and this would be discriminatory against local providers who are 
in direct competition. What salcs are we talking about that are not covered by item 287 This needs 
clarification.' 

This Legislature should postpone giving individual exemptions and work to  remodel our tax system, and even 
if we keep the CRT, modernize it. 

Sincerely yours, 

CHARLES H.  TROUTMAN 
Depu? Attorney General 

SUITE 2-200E JUDICIAL CENTER el20 WEST O'BRIEN DRIVE, HAGATNA *GUAM 96910-5174 U.S.A.* 
(671) 475-3324 (671) 472-2493 (FAX)  TROUTMANQMAILJUSTICE.GOV.GU 



I MIN- OCHO NA LMESLATURAN G u h  
Senator Larry F. Kasperbauer, Ph.D. 

Parhentarian Chairman, Committee on Education and Community Development 

lk4klds@lte.neC; www.lk4Wds.com 
(67 1 )  475-KIDS(5437) 
(67 1 )  475-2000 (Fax) 

May 3,2005 

The Honorable Edward J. B. Calvo 
Chairman, Committee On Finance, 
Taxation & Commerce 

Dear Mr. Chairman: 

1 have read the findings in the Fiscal Note on Bill No. 11 (LS) and instantly became amused. The Note 
mentions that in FY2003, GTA had $42,855,794 in audited gross revenue. If the GTA had been 
subject to Gross Receipt taxation, the Note says, then they would have paid approximately $1.7 million 
in GRT's. The same note also says that if Bill 11 passes, it would cost the Government of Guam $5.25 
million. 

My amusernexlt comes from the common knowledge that GTA is the only wholesaler of 
telecommunication services on the island. Therefore it is impossible for GTA to get a $5.25 million 
exemption. Of the $43 million in GTA revenue, over 75% of it comes from direct-to-consumer sales 
that would not be subject to the exemption proposed in Bill No. 11. For GTA to get a $5.25 million 
exemption, it would have to wholesale at least $110,500,000 in telcom services to its competitors. 
Guam's current population base cannot support that amount of whcrlesaling. 

Companies such as Guamcell, IT&E, Iconnect, Hafatel, MCI, TNI, Eccomm and others all rely on 
services provided by GTA to bring long-distance and internet services to their customers. Companies 
such as AAA and Verizon resell cellular services. Each one of these companies saw at least a 4% 
increase in their GTA bills as this new cost of doing business has been passed on to these re-sellers. 
The compounding affect of the GRT in the pricing of GTA's competitors will make it nearly 
i~npossible for any company to compete with Gl'A for long-distance and internet services. 

1 sine-rcly ask that you LO lake a f e s i ~  iijok ai 3jii i i and at the i~laplications of dui~ig noki~ing tnuy 
have on the competitive telcom industry 011 Guam. The true risk to GovGuam revenues is that the 
current CRT structure may remove competitors and liom the long distance and internet industries. If 
that happens we lose not just the wholesale tax, that BBMR talks about, but the retail tax as well. 

! respectfully request and urge you to report out Bill No. 11 (LS) ir, time for the next session. 

gsrqi&2& 
Rmt N & Initid 

: itwn: MIL 
? , a ,  4 ~ l o j  

Education is the Way! 
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Bill No. 11 Issues 
Wholesaling: 
GTA is the only present wholesaler of Telecommunications Services on Guam. Telecommunications 
services that are wholesaled through GTA include: 

Internet Access for Dial-up accounts 
DSL lines 
Data lines such as T-1 lines 
Long distance access 
Pay telephone access 
TDMA cellular: AAA Cellular and ECCOMM 

History: 
Prior to privatization of GTA none of these services were subject GRT and none for GTA's revenues 
were relied upon to formulated the FY 05 Budget of the Government of Guam. Prior to Privatization, 
GTA was prohibited from engaging in Internet and long distance services. As an Incumbent Local 
Exchange Carrier (ILEC), GTA is required to sell telecommunications services at wholesale rates 
(essentially at cost) to companies that it under the provisions of the Telecommunications Act of 1996. 
Such rates do not include state and local excise taxes, fees or other governmental charges. Following 
privatization in January of 2005, all GTA customers including resellers saw their bills fro GTA 
increase by 4% as a result of the GRT. 

ILEC Competition: 
Since privatization, GTA, Guam's only ILEC has begun actively marketing cellular phone and long- 
distance services. The additive affect of the GRT on the billings that GTA send to its competitors have 
resulted in an increased cost of doing business for all of GTA's competitors. At the same time, GTA 
only is required to pay GRT on its retail sales and does not have to pay it at the wholesale level since it 
technically sells such services to itself. 

Affects on the Government of Guam: 
The wholesale GRT on GTA is a new revenue stream that did not exist prior to January 1, 2005. The 
result of this situation that if GTA and its competitors operated at similar efficiency levels, that no 
competitor will be able to match GTA in terms of pricing because of the added GRT wholesale tax. 
Thus long-distance, internet and cellular revenues of GTA's competitors will decline. This decline 
means a drop in the tax-base of GTA's competitors and lower GRT's and income taxes to the 
Government of Guam. As such GTA's competitors will gradually leave the industry. 

What can be done to mitigate the problem? 
There are several options that the Government can try to alleviate the problem that include: 

Controlling ILEC's retail level pricing to prevent them from undercutting competitors 
Charge ILEC's higher GRT rates than competitors 
Control ILEC's pricing at the wholesale level to 4% below costs 
Exempt resellers of GTA's services from retail GRT 

* Exempt ILECs from wholesale GRT 



a a 
Assumptions 

ABC Tel is an incumbent local exchange camer (ILEC) and is required to sell wholesale telecommunications services to its competitors 
at cost. 

AU telecommunications companies ILECs and CLECs (Competitive local exchange carriers) are required to pay 4% of all (100%) their 
gross receipts in taxes to the local government 

lncumbent Local Exchange 
Carrier (ILEC) as a Retailer 

The total monthly cost for ABC Tel (ILEC) to 

1 create a one-mile T-1 data line is $100 
(manufacturing costs). 

ABC Tel (ILEC) retails the one-mile T-1 2 data line to Gadao Bank for $1 10 
monthly. 

On its sale to Gadao Bank, ABC Tel (ILEC) 

3 pays $4.40 in GRT and $2.00 in marketing 
costs. 

Profit Calculation 

Selling Prices: $1 10.00 

Less Expenses: 
Manufacturing: $100.00 
Marketing: 2.00 
GRT 4.40 

Total Expenses: $106.40 

Net Profit: (Loss) 

lncumbent Local Exchange 
Carrier (ILEC) as a Whole- 

I saler 

The total monthly cost for ABC Tel (ILEC) to 

1 create a one-mile T-1 data line is $100 
(manufacturing costs). 

ABC Tel (ILEC) wholesales the one-mile T- 

2 1 data line to X Y Z  Tel (CLEC) at cost for 
$1 04 monthly (Includes GRT cost). 

X M  Tel (CLEC) retails the one-mile T-1 

3 data line to Tataga Insurance for $1 10 
monthly. 

On its sale to Tataga Insurance, XYZ Tel 

4 (CLEC) pays $4.40 in GRT and $2.00 in 
marketing costs. 

Selling Prices: 

Profit Calculation 

Less Expenses: 
Paid to ABC : $104.00 
Marketing: 2.00 
GRT 4.40 

Total Expenses: $1 10.40 

Net Profit: (Loss) 



5 GCA $8108 (Special) 

Edward J.B. Calvo, Chairman rili 
Committee on Finance, Taxation and ~o&erce  
I Liheslaturan Guahiin 's Public Hearing Room 

Tuesday, January 25,2005,9:30a.m. 

The Committee on Finance, Taxation and Commerce will hold a public hearing on Tuesday, January 2 5 ,  
2005, 9:3O a.m., at ILzheslaturan Gu6han's Public Hearing Room and solicits any written or verbal testimonies 
from the Public on the following measures: 

1. Bill No. 4 (LS) - "An Act To Appropriate The Sum Of TWO Million Dollars ($2,000,000) From The Education 
Facilities Fund To The Department Of Education For The Repair Of Air Conditioning In Public School 
Facilities." 

2. Bill No. 8 (LS) - "An Act To Amend To g58104 Of Title 12, Guam Code Annotated Relative To Adding 
Investment Banking And Securities And Commodities Trading To The List Of Eligible Activities For Qualifying 
Certificates." 

3. Bill No. 11 (LS) - "An Act To Add A New Item (28) & (29) To Item (K) Of $26203 Of Title 11, Guam Code 
Annotated Relative To E>:-:npting The Wholesale Of Telecommunication Services And Off-Island Sales From 
Gross Receipts Tcxes." 

4. 
4 Re-refemed to the Committee on 
General Matters. 

5. Bill No. 13 (LS) - "An Act To Enact A New 1 1 GCA Ch.43 To Create Tax Rebates For Educator Expenses ~ n d  
Enact The Educator Appreciation Act Of 2005." 

6 .  Bill No. 19 (LS) - "An Act To Add New Item (36), Subsection K, Section 26203, Article 2, Chapter 26, Division 
2, Title 1 1, Guam Code Annotated, For The Purpose Of Exempting The Application Of The Gross Receipt Tax 
From The Sale Of Medicine, Medical Supply And Medical Equipment." 

7. 
Postponed, pending 

findings pursuant to tj 17.03.0 1 of the Standing Rules. 

8. Bill No. 22 (EC) - "An Ar' TO Add TO A New Item (5) TO Subsection 26202 Of Article 2, Chapter 26, Division 
2, I 1 GCA And A New Subsection (I) To Section 28 106 Of Article 2, Chapter 28, 11 GCA, For The Purpose Of 
Exempting The Sale Of Medicine, Pharmaceuticals, Medical Equipment And Medical Supply, As Well As The 
Provision Of Medical Services From The Application Of The Gross Receipts Tax And To Remove The 
Application Of The Use Tax From The Importation Of Medical Equipment." 

Individ~ials wanting to submit written testimony or requiring special ADA accoinmodations or sewices should 
coiltact the Office of Senator Edward J.B. Calvo at 475-8801, send an e-mail at senatorcalvo~,hotsheet,com or 
fax at 475-8505. 

cc : All Senators 
Executive Cormnittee 
Executive Director 
Protocol 
Ceiltral Files 

Clerk's Office 
AudioNisual 
All Media 
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5 GCA $8108 (Special) 

Edward J.B. Calvo, Chairman il i' 4 Committee on Finance, Taxation and Co erce 
I Liheslaturan Guahtin 5 Public Hearing Room 

Tuesday, Januaiy 25,2005,9:30a.m. 

The Committee on Finance, Taxation and Commerce will hold a public hearing on Tuesday, January 2 5 ,  
2005, 9:3O a.m., at ILiheslaturan Gutihan 's Public Hearing Room and solicits any written or verbal testimonies 
from the Public on the following measures: 

1. Bill No. 4 (LS) - "An Act To Appropriate The Sum Of TWO Million Dollars ($2,000,000) From The Education 
Facilities Fund To The Department Of Education For The Repair Of Air Conditionhg In Public School 
Facilities." 

2. Bill No. 8 (LS) - "An Act To Amend To $58104 Of Title 12, Guam Code Annotated Relative To Add ig  
Investment Banking And Securities And Commodities Trading To The List Of Eligible Activities For Qualifying 
Certificates." 

3. Bill No. 11 (LS) - "An Act To Add A New Item (28) & (29) To Item (K) Of $26203 Of Title 11, Guam Code 
Annotated Relative To Emnpting The Wholesale Of Telecommunication Services And Off-Island Sales From 
Gross Receipts T~xes." 

4. 
. . 1 Re-refemed to the Committee on 

General Matters. 

5. Bill No. 13 (LS) - "An Act To Enact A New 1 1 GCA Ch.43 To Create Tax Rebates For Educator Expenses And 
Enact The Educator Appreciation Act Of 2005." 

6. Bill No. 19 (LS) - "An Act To Add New Item (36), Subsection K, Section 26203, Article 2, Chapter 26, Division 
2. Title 1 1, Guam Code Annotated, For The Purpose Of Exempting The Application Of The Gross Receipt Tax 
From The Sale Of Medicine, Medical Supply And Medical Equipment." 

7. 
Postponed, pending 

findings pursuant to $17.03.01 of the Standing Rules. 

8. Bill No. 22 (EC) - "An Ac+ To Add To A New Item (5) To Subsection 26202 Of Article 2, Chapter 26, Division 
2,11 GCA And A New Subsection (I) To Section 28106 Of Article 2, Chapter 28, 11 GCA, For The Purpose Of 
Exempting The Sale Of Medicine, Pharmaceuticals, Medical Equipment And Medical Supply, As Well As The 
Provision Of Medical Services From The Application Of The Gross Receipts Tax And To Remove The 
Application Of The Use Tax From The Importation Of Medical Equipment.'' 

h~dividuals wanting to submit written testimony or requiring special ADA accommodations or services should 
colltact the Office of Senator Edward J.B. Calvo at 475-8801, send an e-mail at senatorcalvo~hotsheet.com or - 
fax at 475-8505. 

CC: All Senators 
Executive Cormnittee 
Executive Director 
P1-otocol 
Central Files 

Clerk's Office 
AudioN isual 
All Media 
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Edward J.B. Calvo, Chairman eq 
Comtnirne on Finance. Taxara,ion and Corrderce r\lmcE w 

1 L~heslaturan Guuhdn 's Public Hearing Room 
Tuesday, January 25,2005,9:30a.m. 

'{-he Committee on Finance, Taxation and Commerce will hold a public hearing on Tuesday, January 25, 
2 t]0$, 9 :3 0 a.m., at I Liheslaturan Gudhan 's Public Hearing Room and solicits any written or verbal testimonies 
fl.om the Public on the following measures: 

1. Bill KO. 4 (LS) -"An Act To Appropriate The Sum Of Two Million ~ o ~ a r s  ($2,000,000) From The Education 
Facil~lies Fuod To The Department Of Education For The Repair Of Ait Conditioning In Public School 
Facilities " 

2. Rill No. 8 (LS) - "An Act To Amend To $58104 Of Tile  12, Guam Code Annotated Relative To Adding 
Investment Rankins And Securities And Commodities Trading TO The List Of Eligible Activities For Qualifylns 
Certificates." 

3. Bill No. l l  (I,% .-. "An Act To Add A NnvIteh (28) & (29) f 0 Item (K) Of $26203 Of Title 11, G u m  Code 
Annotated Relative To F5.-:npting The Wholesale Of Tclecomuoication Services And Off-Island Salw From 
(.iross Receipts Pres." 

4. O " ' - \ ? - - W W M  
7 t - W  Re-refwed to the Committee on 
Gene~al .\.laltcrs. 

5. Bill 30.13 (LS) - " r U  Act ToEnact ANew 11 GCA Ch.43 To Create Tax Rebates For Educator Expenses ~ n d  
E:nact The Fducaror Appreciation Act Of 2005." 

6. Bill Nu.  19 (LS) - ';4n Act To Add New Item (36). Subsection K, Section26203, Article 2. Chapter26, DivLion 
2. Tirle 1 I ,  G u m  Code Annotated, For The Pupose Of Exempting The Application Of The Oross Receipt Tax 
FI o~ri The Sale Of Medicine, Medical Supply And Mescal Equipment" 

7.  L 4 i f k l -  ? A' 

. .  . 

ww-- Postponed, pending 
findin@ pursuant to $17.03.01 of the Standing Rules. 

8. Rill No. 22 [EC) - "An Ar' To Add TO A New itam ( 5 )  To Subsection 26202 Of Atiicle 2, Chaptn 26, Division 
2 . 1  I GCA And A New Subsection (I) To Section 28106 Of Article 2, Chapter 28, 11 GCA, For The Purpose Of 
Exempting The Sale Of Medicme, Pharmaceuticals, Medical Equipment And Medical Supply, As Well AS The 
Provision Of Medical Services From The Application Of T l ~ e  Gross Receipts Tax And To Remove The 
ilpplitation Of The Use Tax From The Importation Of Medical Equipment" 

b~dividuals wanting to submit written testimony or requiring special -4DA accommodations or services should 
contact thc Office of Sc~~ator  Edward J.B. Calvo at 475-8801, send an e-mail at  s e i ~ a t o r c a l v @ , h o t ~ h ~ t . ~  or 
tks at 375-8805. 
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MINA' BENTE OCHO NA LIHESLATURAN GUAHAN 
2005 (FIRST) Regular Session 

Bill No. 1 ( C 67 

Introduced by: L.F. K a s p e r b a u e e  

AN ACT TO ADD A NEW ITEM (28) & (29) TO ITEM (k) OF 
$26203 OF TITLE 11, GUAM CODE ANNOTATED RELATIVE 
TO EXEMPTING THE WHOLESALE OF 
TELECOMMUNICATION SERVICES AND OFF-ISLAND 
SALES FROM GROSS RECEIPTS TAXES. 

BE IT ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Sections 26203(k)(28) and (29) are hereby added to Title 11, 

Guam Code Annotated to read: 

"(28) Revenues derived from the wholesale of telecommunication services, 

including but not limited to telephony, internet, data transmission line, 

wiredlcabled television and satellite service; to other telecommunication 

companies and resellers licensed to do business on Guam." 

"(29) Revenues derived from the sale of telecommunication services 

including but not limited to telephony, internet, data transmission line, 

wiredlcabled television and satellite service; to customers outside of Guam." 


