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Letter to Stakeholders
Gerald S.A. Perez, General Manager

Dear Members and Stakeholders:

| am pleased to report on the performance of your Guam Visitors Bureau for the fiscal year ended September
30, 2008. As a public, non-stock and non-profit membership corporation, the Bureau is a unique organization
in which its members and the people of Guam share an interest.

ADMINISTRATIVE HIGHLIGHTS

Our China and Destination Branding initiatives headlined the Bureau’s priorities in 2008. Guam will be a step
closer to tapping the lucrative Chinese leisure group market if the Department of Homeland Security gives a
favorable ruling to include China in a unified visa waiver program for Guam and the CNMI as authorized in
Public Law 110-229. This decision was pending at year end, but anticipated before the Bush Administration
expires in January 2009. The first phase of our branding initiative was completed during the year and essen-
tially entailed the procurement of professional services, market research, brand positioning of Guam, and the
creative effort to arrive at a unified brand image. A launch date is scheduled for January 28, 2009.

Total visitors to Guam dropped -3.6% from 1,223,290 in 2007 to 1,179,246 this year. The deteriorating travel
and tourism environment in FY2008 accelerated toward the last half of the year, and resulted in a -10.5% de-
crease in hotel occupancy taxes from $20,952,407 last year to $18,757,048 in 2008. Going into 2009, we
foresee continuing difficulty in both our Japan and Korean markets, at least until late in the year (or in 2010)
when the “tonic effects” of market cleansing returns to normalcy and the global economy recovers from the
contagion of past financial excesses.

Fiscal Year 2008 was a time to “power up” our marketing effort because intra regional arrivals in Asia had not
only recovered from SARS and “normalized” from the tsunami’s aftermath (which benefited Guam), but also
because emerging regional destinations were pulling our share of market for Japanese and Korean overseas
travelers. Unfortunately, the Bureau’s $13.3 million approved budget (P.L. 29-19) was -2% below last year,
leaving very litlle opportunity to increase investments in marketing and destination improvement initiatives.
The good news, however, was that the Legislature left spending discretion to the Board, a departure in policy
from previous years. This change can be atiributed to the Bureau’s demonstrated financial responsibility and
corroboration by independent auditors.

After deducting $7.4 million for debt service on the infrastructure bonds, and appropriations to other activities,
the lion’s share of the Bureau’s $13.3 million operating budget went to marketing (64%), followed by destina-
tion development and management functions (20%) which include various cultural and special events. The rest
of the budget (16%) went to personnel salaries, building maintenance and other administrative expenses.

The Bureau continues to provide regional leadership by its strong interaction with Micronesian and Asian indus-



try leaders. Chairman Dave Tydingco and | were each invited speakers at international conferences in Macau
and Hanoi, both events having to do with regional marketing and destination development. Pilar Laguana, our
marketing manager, serves on the PATA Micronesia Chapter board, lending leadership support to the region’s
political leaders. We were also honored by my election to serve on the eleven member PATA Board Executive
Committee. These involvement facilitate wider diversity and industry contacts that serve to elevate Guam'’s pos-
ture in international tourism, grow emerging market opportunities, and solidify our regional leadership role.

Deputy General Manager, Mary Torres, provided good staff support and stewardship of the Bureau’s desti-
nation development and brand building initiatives in a reduced budget environment (56% of 2007 funding).
And her team leveraged $200,000 in public funds to deliver more than double the event value of this year’s
combined Ko’Ko’ International race and Guam Micronesian Island Fair, both events ushered in this year at
the close of FY2008. Rose Cunliffe and her accounting team provided the guidance that earned the Bureau a
clean audit in 2007 and in meeting legislated financial reporting requirements throughout 2008. Debi Phillips
and her research team supervised and successfully transitioned all stakeholders into using a new customs form.
This will enhance the depth and content of visitor information gathered and will prove invaluable in understand-
ing our customers, targeting segments of interest, and investing limited marketing funds more efficiently.

MARKETING HIGHLIGHTS

Rising energy costs, the global credit crunch, and financial collapse of the U.S. housing market negatively
impacted Guam's visitor industry in 2008. Monthly arrivals, which for most of the year averaged -2% below
2007, accelerated to double digit losses from Japan and Korea (90% of total visitors) during the last quarter.
The deepening global recession, and application of high fuel surcharges to air travel, exacerbated an already
difficult international travel environment.

Japan arrivals alone declined -5.1% from last year to 884,907, a percentage drop in line with the -5.4% de-
cline in Japan’s outbound travelers. This number is lower than in 2004 when the island was still recovering
from two super typhoons, coping with global military conflicts and dealing with the SARS epidemic in Asia.
Despite this decline, however, we were able to grow our market share +.03% to 5.39% or an additional 4,938
visitors ($5.2 million local economic gain) from Japan’s 16,459,637 overseas travelers. Demographically, the
number of Japanese visitors to Guam (36%) with incomes of more than 7 million yen remained essentially flat
(-1%) to last year, as were the 15% of visitors with incomes of less than 3 million yen (+1%). Island spending
per visitor improved +3%, but well short of matching a +10% stronger yen to the dollar.

Korean arrivals were also off -5.5% from last year, declining to 116,041 visitors, and underperformed the
country’s -1.2% trend in outbound travel. Unlike Japan, however, we also lost further share of market by an-
other -.04 percentage point or 5,168 fewer visitors from Korea’s 12,921,026 overseas departures ($4.4 million
economic loss). This year, the Bureau did not renew its public relations contract with Edelman, opting instead
to retain a sales agent (GSA) who will focus on distribution channels to drive visits and integrate PR support
into sales promotion activities.

Taiwan arrivals also decreased -6.1% to 21,237 visitors this year. On the positive side, 7% of our arrivals mix
grew +10% and include visitors from the Philippines (+31%), U.S. (+8%), Micronesia (+8%), and Australia
(+6.3%). Although small in number at 1,672 visitors, China’s +21% growth came in part from the first charter
flown during the Chinese New Year in February.

The island’s first direct China flight was an organized charter that the Bureau jointly sponsored with Continen-
tal Airlines. About 145 Chinese visitors from Shanghai made this historic flight, and a similar number of GVB
members and their families visited Shanghai to learn more about this potentially lucrative new market.




DESTINATION MANAGEMENT HIGHLIGHTS

The island’s room inventory shrank slightly (-2%) in 2008 due to planned renovations. The renovated Aurora
Hotel Resort (formerly Okura Hotel) and upgraded Country Club of the Pacific were both scheduled to open
in early FY2009.

A rapid rise in oil prices resulted not only in higher cost of travel but in some air service realignments. Direct
air service to Bali and Hong Kong were suspended, but are of marginal impact to total visitor arrivals. Air
seats in the Korean market also shrank from reduced frequency and capacity, and ANA announced termina-
tion of their Osaka service. On the positive side, twice weekly service to Taiwan remained unchanged, but the
upgrade in equipment (from B737 to A320) contributed to both product and capacity improvements.

Despite a 44% drop in their budget, the Destinations Development and Maintenance team was able to lever-
age $200,000 into an edited and more focused series of grants designed to galvanize community involvement
and support in meeting the Bureau’s marketing and brand building objectives. This year the Bureau intensified
its focus on shoring up selected events for international marketing opportunities and providing technical sup-
port and (or) seed money to incubate and grow promising events for the future.

As a public service to residents and visitors alike, the Bureau also facilitated an advanced training session for
Guam maritime first responders. Four Hawaii Personal Water Craft (PWC) instructors, and the Chief of Hono-
lulu County’s Lifeguard Service, were brought to Guam to train and assist local search and rescue personnel
achieve the U.S. Life Saving Association (USLA) Agency certification.

Budgetary limitations continue to impair the Bureau’s ability to adequately maintain its beach cleaning, Tumon
Bay landscape, and island road maintenance contracts. Going into 2009, the Bureau will be forced to scope
down the island road maintenance contract since the Department of Public Works is no longer able to finan-
cially support this activity.

FINANCIAL HIGHLIGHTS

Funding for the Bureau’s operation come from the 11% hotel occupancy tax as authorized in the annual
GovGuam Executive Budget. This year the legislature appropriated $13.3 million (P.L. 29-19). Although
sporadically received, and difficult to gauge each time, the Bureau did get its full allotment for the first time in
several years. However, untimely receipts and the Bureau’s compliance with allotment planning restrictions
in the budget law have resulted in some $750,000 of lapsed funds. These funds could have been spent on
“shorted” marketing and destination improvement expenditures held back because of chronic uncertainty in
the amounts to be received and dates of cash receipts. Membership dues, in-kind contributions, and foreign
exchange transactions represent other sources of revenue, accounting for $430,000 or 3% of total income.

Actual marketing expenditures this year alone were at 7% and 27% below the approved budgets for Japan
and Koreq, respectively ($700,000). At year-end, the Bureau is exploring administrative or legislative rem-
edies that would enable use of these lapses.

OUTLOOK

Overall arrivals in the Asia Pacific region declined in 2008 and prospects for 2009 remain bleak. And while a
stronger yen and the drop in fuel surcharges are positive factors for Japan’s outbound travel market in 2009,
a key factor offsetting them is the negative economic environment. Not since the SARS epidemic of 2003 has
the number of Japanese overseas travelers dipped below 17 million. Departures of 16.4 million this year are
expected to grow marginally at best in 2009, but still under 17 million despite a major push by Japan’s travel
trade to push this number to 20 million by 2010.



Trends expected next year include shorter visits, more value conscious sensitivity, and cut back in business in-
centive trips. Guam is geographically positioned, however, to harvest the short trip opportunity and marketing
plans for 2009 are being made accordingly. Korea and Taiwan basically mirror travel environment conditions
in Japan, all of them dominated by the U.S. led downturn in the global economy.

The Bureau’s priorities in 2009 will be to focus on our key markets, develop the China opportunity, improve
destination product, and intensify our community outreach and brand building initiatives.

ACKNOWLEDGEMENTS

| take this opportunity to thank the Bureau’s Staff and Management for the time taken to tend to the business
of tourism, a 24/7 enterprise generating $1.3 billion in the local economy. Thirty-five overseas events were
executed this year (half the number done last year) in addition to monthly seminars and sales calls in our vari-
ous markets. For this effort, | truly appreciate their family’s understanding, support and sacrifice.

| am also indebted to the support of Senator James Espaldon, Chairman of the Legislature’s Tourism Com-
mittee, whose participation in our various events is very much appreciated. And | especially thank all GVB
members who have contributed generously whenever called for assistance and other “in-kind” contributions.
Most especially, | thank the various committee members and directors, chaired by David Tydingco, for their
advice, unyielding support and encouragement even during the most difficult times. Their involvement in GVB
has been time consuming, unpaid, and gratefully acknowledged.

Finally, | thank Governor Felix Camacho and Lt. Governor Mike Cruz, for their active involvement in the indus-
try, and without whose advocacy the results achieved this past year would not have been possible.

Sincerely,
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Gerald S.A. Perez
General Manager
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