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Ambiguity in the language of the 2006 compacts could result in significantly lower payments to
the state General Fund than the tribes have claimed. The payments to the state under the
compacts are calculated as a percentage of the total “net win” from the new slot machines. The
compacts require the tribes to calculate the average net win per slot machine and multiply the
result by the average number of new slot machines “in operation” during that quarter to
determine the total net win from the new machines. Under the terms of the compacts, the tribes
agreed to pay the state an amount equal to 15 to 25% of the net win, depending on the number
of machines added.

The language of the 2006 compacts, however, states that the tribes are to multiply the average
number of slot machines “in operation” (rather than the average number of machines “present”
on the casino floor) times the average win per machine (calculated using the present on the floor
metric). Slot machines that are roped off during the weekdays, for example, might not be
considered to be “in operation.” The result is a much swaller calculated net win number used for
purposes of determining the payment to the state.

By taking advantage of this loophole in the compact language, the tribes could significantly
reduce the amount of revenue paid to the state General Fund. As shown in the table below, the
tribes could reduce their overall payments to the state by as much as 60 percent.

Impact of Machines “in Operation” Versus “on the Floor” on State Revenues

Periods When Devices ate "in operation" | Every Day | Thursday - Friday - Friday and Saturday
Sunday Sunday Nights Only
Time New Devices Are in Operation 100% 57% 43% 11%
Reduction in Net Win Payments to State 0% -43% -57% -89%
Reduction in Total Payments to the State 0% -29% -38% -60%
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The following is an illustrative example of how the net win calculation could work:

State Fee Calculation Example

Current Machines 2,000
New Machines Added 3,000
Total Machines "On the Floor" 5,000
Total Annual Net Win $ 912,500,000
Net Win Per Device Per Day $ 500

State Fee Calculation w/ Machines "In Operation" Every Day

Fee Percentage 15%
Average Net Win Per Machine (On the Floor) $ 500
New Machines In Operation 3,000
State Fee (A * B * C * 365) $ 82,125,000

State Fee Calculation w/ Machines "In Operation" Friday - Sunday only

Fee Percentage 15%

Average Net Win Per Machine (On the Floor) $ 500

New Machines In Operation (Friday - Sunday) 1,290

State Fee (A * B * C * 365) $ 35,313,750

Difference -57%
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