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

Greetings and Hafa Adai!

We are pleased to report on the performance of your Guam Visitors Bureau for the fiscal year ended
September 30, 2010.

Administrative and Financial Highlights

Rebounding visitor numbers and the associated improvement in hotel occupancies contributed to the
increase in room tax collections that fully funded the Bureau’s $12,196,595 FY2010 operating budget
authorized in Public Law 30-196. Hotel room occupancy rose 10 percentage points to 70% (weighted
average), and while average room rates remained the same at $110, it is encouraging to note the +5%,
+2%, and +7% improvements for each of the trailing three months through October 31, 2010 (GHRA).

Hotel room taxes collected for the year was up +11.9% year on year to $21.7 million. The Bureau is a non-
profit, non-stock membership corporation with 347 paid up individual and corporate members who
contributed a combined $1,040,783 in cash and in-kind support, up +37% from last year. This
improvement can be attributed to updated membership dues prior to an election year for Directors
(+26% to $52,700) and continuing improvements in documented in-kind support (+38% to $988,083),
the latter a whopping +368% improvement over the $268,513 documented in 2008.

Destination branding initiatives gained more traction in the community, anchored by active participation
of the Mayors’ Council and emerging green shoots of newly created events and festivals sprouting up in
the villages. Colorful murals designed by village residents themselves are also starting to appear around
the island and more than 5,000 employees in more than 50 companies and organizations are now
participating in the Hafa Adai Pledge project, a program designed to promote and practice the island’s
cultural and hospitality spirit.

Buoyant arrivals enabled us to fully fund the projects planned during the year, while staying within
budget. At $8 million, marketing represented the largest expenditure category in 2010, with Japan and
Korea consuming the largest share combined ($7.1 million). At $1,561,181, GVB personnel salaries and
benefits accounted for 11% of all expenditures and professional services 55%, or $7.9 million mostly for
contracted advertising and marketing vendors in Japan, Korea, Taiwan, Hong Kong/China, and the
Philippines.
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Our purchasing power in source markets was seriously impacted by the yen’s +17% rise since 2008,
thereby limiting our advertising and public relations expenditures, especially in Japan. The Bureau’s
foreign exchange account ended with a loss of $55,843.48, and more than twice the $24,872 amount
recorded last year because of the stronger yen impact in 2010.

Off island travel expenses for sales, marketing and promotional events, which accounted for 3% of
expenditures, increased +24% over last year to $455,593 in 2010, but still -7% below the $477,309 spent
two years prior.

About $900,000 (6%) was spent on signature events such as the Guam Micronesia Island Fair (GMIF),
Guam Ko’Ko’ Road Race, GHRA New Year’s fireworks, Ladies Pro Am Golf Tournament, and a number
of cultural or community events such as Historic Inalahan and the Miss Earth pageant, in addition to
group travel campaigns.

With rebounding visitor numbers well under way, it is now time to focus on recapitalizing the island’s
tourism plant. There is dire need to restore and upgrade the island’s deteriorated cultural and historic
assets if we are to validate and sustain Guam’s differentiated brand identity, continue to be a competitive
destination, and ensure the long-term viability of our tourism industry.

Arrivals by Markets

We finished the year very strong with the best September arrivals in the last five years. A total of 1,170,857
visitors came to Guam in 2010, up +11.2% over 2009, and exceeded expectations despite the weak global
economy and continuing economic and political uncertainties in Japan.

Key drivers for this overall increase were the +8.6% and 43.3% growth in Japanese and Korean visitors,
respectively, Taiwan’s +32.6% performance and the significant +11.7% contribution from the U.S. The
four markets of Japan (75.6%), Korea (10.2%), the U.S. (4.5%) and Taiwan (2.5%), which comprise 92.8%
of our visitors in 2009, had a combined growth of +12.3% in 2010. Growth in the smaller markets were
led by Hong Kong (+101.3%) following resumption of Continental’s twice weekly service, China (+62.2%),
Australia (+14.8%), the Philippines (+5.5%), Micronesia (+2.8%), and Russia (+8.1%). These six markets
alone, which made up just 5% of our arrivals mix, grew +12.5% and added 55,118 to our total 2010 visitor
count.

Japan

Airlift capacity and frequency from Japan increased +12% in total seats before the October 2010
forced bankruptcy announcement of Japan Airlines, which subsequently led to the carrier’s
suspension of Osaka service, a reduction of Tokyo flights, and down gauging of their daily jumbo service
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to a smaller B-757 aircraft. Continental’s resumption of Osaka service, additional flights by Delta, and
charters at Haneda all contributed to the increase in Japan’s seat inventory, as did Skymark’s Haneda
charters in the summer and Korean Air’s incremental impact at both Osaka and Tokyo.

Kansai’s once moribund market outperformed total Japan, in part because of the improved airlift
(+40.5% seats) and limited options travel agents faced from capacity reductions to other destinations,
political unrest in Thailand, frigid relations with China and other security issues in nearby Asian
destinations. Visitors from Osaka increased +20.6%, compared to Nagoya’s +8.4%, Tokyo’s +5.8%, and
total Japan’s +8.6% increase. The positive impact from Osaka, Nagoya and Tokyo, where 84.1% of all
Guam visitors originate, drove total Japan arrivals to 887,986.

But while there is reason to celebrate the +8.6% increase in Japanese visitors, and the +0.12% gain in our
share of Japan’s international travelers, there is more reason for concern over the stalled progress we are
beginning to see in destination yield objectives. The volume driven momentum that rekindled demand
and a turnaround in declining arrivals last year, following the H1N1 outbreak, mortgage collapse in 2008,
and overall market weakness, spilled over into 2010, and resulted in significant erosion in visitor
spending. Shorter package and group tours negatively impacted average length of stay for the second
straight year, declining to 3.0 days visit, or -12% from 2008 and -14% from 2007.

In retrospect, the market share gained in 2010 came at an expensive cost to the local economy because
the $17.2 million economic benefit from this incremental improvement was far out weighed by the
estimated $23 million economic loss in island income had we stayed even with spending levels previously
seen just four years ago. In 2006, when the yen was at ¥116 to the dollar, local spending was $666.21, or
33% better than the $499.40 in 2010. In short, this +0.12% market share improvement came at a direct
cost of $5.8 million to the local economy, and even much more when compared to spending levels in
2006.

The obvious challenge for 2011 and beyond is sustaining or growing Guam’s share of market while
working with our travel industry partners to improve destination yields by lengthening visitor stays,
attracting more affluent visitors, creating more events or purchasing opportunities, and promoting higher
value tours in today’s domestic environment where consumer spending is on the wane and export
earnings stymied by a very strong yen (¥83.77 @ 11/26/10)

Korea

The number of Korean visitors improved dramatically in 2010, the result of an expanded air bridge
(+43.8% seat increase), normalizing travel (post H1N1 concerns) and differentiated destination
acceptance of the new U.S. Visa Waiver policy, which was once a significant competitive advantage
enjoyed only by Guam and the CNMI. The entry of low cost carrier Jin Air last April heightened Guam’s



consumer awareness, improved market reach and penetration, and afforded consumer choices not
previously available because of Korean Airlines’ (KE) monopoly service, daylight flights being a notable
example aside from price.

Unlike last year, when our General Sales Agent (TLK) was penalized some $30,000 for underperforming
agreed visitor targets, Korea’s performance ended 2010 with a results-based bonus of $100,000. This
added cost was budgeted and worth the extra expense that produced 36,258 more visitors than last year
and $26.2 million in additional income to the local economy.

Other Markets

While small in number compared to Japan and Korea, the smaller markets that made up 10% of total
visitors in 2010 gained +20% in additional arrivals to finish the year at 148,223 and an improved 12.7%
arrivals mix while Japan and Korea still grew in absolute number. Taiwan (+32.6%), the U.S. (+12.5%),
Hong Kong (+101.3%), Micronesia (+2.8%), Russia (+8.1%), Australia (+14.8), and the Philippines
(+5.5%) all contributed to this year’s total visitor count of 1,170,857. These markets not only add
incremental income to the island, but provide market diversification value and aircraft utilization
opportunities that help sustain our Japan airlift capacity.

U.S. leisure travel and military R&R visitors are increasingly being augmented by business and
government-related travelers associated with the current military buildup. Taiwan’s performance was
also strengthened by targeting MICE market opportunities in Taichung, expanded use of social media
channels, and the +10.7% increase in airlift.

China

Chinese New Year charters contributed largely to the 4,669 visitors recorded for the year and a significant
+59.8% increase from last year’s 2,922 total. We continue to have a presence in this market in anticipation
of a more favorable non-immigrant visa process that awaits a U.S. Department of Homeland Security
decision regarding the Visa Waiver Program authorized by P.L. 110-229 more than two years ago. Priming
this market is an important long-term objective because of the volume and revenue impact it will bring to
Guam’s future tourism viability. Indeed, a favorable resolution by DHS can very quickly open direct air
service and 60,000 Chinese visitors within five years.
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Outlook

Guam is well positioned to see continuing improvement in 2011’s visitor arrivals, assuming no
catastrophic events occur. This optimism, however, is tempered by the uncertain sustainability of
Japan’s recovering economy, which just marked the fourth consecutive quarterly growth in the country’s
seasonally adjusted GDP. A weakening in domestic spending, combined with a weak export environment
due to a very strong yen, remain issues that will dictate consumer travel sentiment. 

There is also concern over the full impact of JAL’s 66% fewer seats instituted in October 2010 as part of
the carrier’s bankruptcy recovery plan. Fortunately, however, some of these seats will be replaced by
other carriers and we can also expect more seasonally operated charters originating from the new
Haneda International Airport under Japan’s new open skies policy.

Korea’s continuing improvement is likely to be supported by both KE’s seasonal charters and Jin Air, the
latter to see year on year passenger comparables normalize following the carrier’s late April first
anniversary of service. The Korean won had remained fairly stable in the 1170 – 1200 range throughout
most of 2010 and recent expectation of repatriated export income should strengthen and sustain the
won’s stability in the near term. And since the shock to financial markets from North Korea’s recent
shelling of Yeonpyeong island has been mostly absorbed, according to Finance Minister Yoon Hyun,
Korean travel to Guam is not likely to be adversely affected. 

Air service to our smaller regional markets is expected to remain stable, with Hong Kong arrivals
outperforming them and demand expected to pick up in that market, as will charter-driven visitors from
the tri-polar source markets of Beijing in the north, Shanghai in the east, and Guandong/Shengyang in
the south of China. Growth in the Taiwan market will remain at current levels unless air service is
increased beyond the twice weekly schedule and seasonal charters.

Our forecast for 2011 is a conservative +4% to 5% increase in total visitors and an improvement in hotel
average room rates, both of which bode well for an increase in the Tourist Attraction Fund in 2011. On
the strength of this increase and firming average room rates, we forecast hotel occupancy tax collections
to be up +5.9% or $23 million.

Senseramente’,

Gerald S.A. Perez
General Manager
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