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Section I Executive Summary 

This analysis questions the terms of how the management fees payable by the 
Cowlitz Indian Tribe would be calculated. The analysis discusses how the 
amounts would be paid to the three entities involved in the management plan, 
discrepancies between the management fee arrangements described to the 
Securities and Exchange Commission (“SEC”), National Indian Gaming 
Commission (“NIGC”), and the Bureau of Indian Affairs (“BIA”), and the effects 
of recent changes in the Washington State compact rules on the management fees 
and alternative casino locations.  

The analysis is based on documents submitted by the Cowlitz Indian Tribe 
(“Cowlitz”) and the Mohegan Tribal Gaming Authority to the BIA, SEC, and the 
NIGC.1 It also uses data from other government sources and some published news 
reports, as cited.  

Overall, this analysis concludes that the Cowlitz Indian Tribe has submitted 
two significantly different descriptions of their management agreement to two 
different federal government agencies. Furthermore, EIS documents submitted by 
the Tribe to the BIA understate the fees the management entities would enjoy 
from their financial participation in the Cowlitz land-to-trust action, the 
development of the trust land for gaming, and the operations of the casino.  

Specifically, as discussed in this report, the analysis found the following in its 
review of official documents and data:  

• The Cowlitz submitted selected parts of their business plan to the BIA a 
month after the Governor and gaming tribes in the State of Washington 
signed a new compact, which radically improved the competitiveness of 
tribal casinos. Nonetheless, the Cowlitz business plan ignored those 
improvements and relied on terms of a compact negotiated and signed in 
1998. 

• The Cowlitz used the outdated business plan and compact in an analysis 
that sought to justify the Tribe’s dismissal of the Vader site.  

• The Cowlitz management agreement filed with the SEC and being 
considered for approval by the NIGC is substantially different than the 
management agreement described in the recently submitted Appendix E of 
the Tribe’s fee-to-trust application to the BIA. The NIGC filing describes a 
formula for calculating the management fee that requires the deduction of 
all expenses including interest. The business plan submitted to BIA deducts 
only gaming related expenses and, therefore, would potentially yield a 
higher management fee than would the NIGC filing’s formula.  

                                                
1 The Tribe may have submitted a revised contract to the NIGC that is different than the document described 
to the SEC.  Any such document has not been made available by the Tribe or the NIGC. 
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• An analysis of how much the Cowlitz casino would earn under the revised 
compact shows, for example, that management contract partner David 
Barnett would profit an additional $14.3 million in the first year of casino 
operations than was suggested in the business plan figures cited in 
Appendix E, which the Cowlitz Tribe submitted to the BIA. Furthermore, 
the Cowlitz Indian Tribe would have to pay Mr. Barnett between $21.3 and 
$27.3 million in the seventh year in management fees alonenot the $9.1 
million suggested by the Cowlitz business plan submitted to the BIA. Other 
partners would have increases proportionate to their respective shares of 
the management company. 

• In addition to management fees, Mr. Barnett would earn $6.6 million in 
development fees during the construction of the Cowlitz casino complex 
and receive $5,762,000 plus interest from September 30, 2006 from the 
Cowlitz Indian Tribe. Other partners would receive amounts comparable to 
their shares of the management company. 

• Under the new Washington State compact amendment, a casino at Vader 
would be more profitable than estimated in the EIS documents. 
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Section II Analysis 

Forecasting what Salishan-Mohegan management contractors can expect to 
earn is a challenging exercise. The Cowlitz Indian Tribe filings contain only scant 
financial proforma data, which makes it impossible to validate their calculations. 
More troubling is that their projections are no longer valid because the State of 
Washington has greatly liberalized compact rules such that the Cowlitz casino in 
La Center would not be as capacity constrained as previously anticipated. In short, 
they will make more money than they forecast in their business plan, the 
management fees would be commensurately greater. An increase in the amount of 
gaming activity could also affect the size of the casino, the potential for a second 
casino, visitor use levels, traffic, visitor services and the associated impacts. 

Discrepancy Between SEC/NIGC and BIA Filings 
Management contracts are negotiated between tribes and firms that offer 

services establishing and managing the operations of tribal casinos. Fees may be 
based on a percentage of net revenues.2 

NIGC limit 
There is no single formula for determining a management fee, although the 

NIGC has to approve contracts and does impose limits in an effort to prevent 
tribes from being taken advantage of by unscrupulous management firms.  

According to the NIGC, a management contract, if based on a percentage fee 
“may either be not more than 30% of net revenues if the NIGC Chairman 
determines that such percentage is reasonable; or, not more than 40% of net 
revenues if the NIGC Chairman is satisfied that the capital investment and income 
projections require the additional fee.” Furthermore, net revenues means gaming 
revenues after prizes paid less “total gaming-related operating expenses, 
excluding management fees. (See 25 C.F.R. § 502.16.)”3  

                                                
2 25 USCS § 2710(c) 
3  From NIGC website accessed on September 6, 2007 at 
http://www.nigc.gov/ReadingRoom/ManagementContracts/HelpfulHints/tabid/173/Default.aspx  
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The term operating expenses appears to be defined more broadly by the NIGC 
than is typical in the financial world. Most would agree that gaming related 
operating expenses include costs directly attributable or allocatable to gaming 
operations. Promotional allowances are deducted from gaming revenues in normal 
circumstances, as the NIGC auditors would expect.4 However, where the NIGC 
strays from the typical accounting is in how they include depreciation, marketing, 
interest expense, and other departmental costs in gaming-related operating 
expenses.  

For example, operating expenses for casinos include such costs as gaming 
supplies, casino payroll, repairs and cleaning, and sometimes the share of utilities 
consumed by the casino. A review of commercial and tribal casino income 
statements by ECONorthwest shows that departmental expenses (i.e.: marketing, 
security, administrative, and depreciation) are deducted in their entirety in the 
calculation for operating income, but they are usually not allocated between 
gaming and non-gaming segments.5 Interest is not included as an operating 
expense allocated to gaming on income statements of casinos.6  

For management contracts approved by the NIGC, net revenues often include 
deductions for depreciation, amortization, and marketing costs allocated to 
gaming.7 Some NIGC approved management contracts, such as the one the 
Mohegan Indian Tribe signed for its casino, explicitly include interest expenses 
and percentage fees on non-gaming revenues as well as gaming.8  

Salishan-Mohegan, LLC 
The Cowlitz business plan calls for a 24 percent management fee9 to be paid 

to Salishan-Mohegan.10 The group Salishan-Mohegan is controlled by three 
entities. Mohegan Ventures Northwest, a wholly owned subsidiary of the 
Mohegan Gaming Authority, controls a 49.15 percent interest. The Mohegan 
Tribe owns 7.85 percent. The Salishan Company LLC, controlled by Mr. Dave 
Barnett,11 holds the remaining 43.00 percent.12  

                                                
4  NIGC. Audit requirements for gaming operations – gross gaming revenue computations. Bulletin number 
03-4. September 24, 2003. 
5  See for example the Mohegan Tribal Gaming Authority 2006 Annual Report. Page 41. 
6 See for example the S.E.C. discussion, accessed on September 7, 2007 at 
http://www.sec.gov/investor/pubs/begfinstmtguide.htm  
7  For example, Southwest Casino Corporation. Third amended and restated gaming management agreement. 
S.E.C. 8-K, Exhibit 10.5. July 22, 2004. 
8  For example, NIGC. Amended and restated gaming facility management agreement between the Mohegan 
Tribe of Indians of Connecticut and Trading Cove Associates. 1995. Pages 8 – 10. 
9 The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. Page 18. 
10 Op. ed., page 10. 
11 Mize, J. Casino developer could make millions. The Columbian. March 28, 2007. Page A-1. 
12 Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 66 
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Discrepancy in Submissions to the SEC and BIA 
The Cowlitz Indian Tribe and Salishan-Mohegan LLC signed their 

management agreement on September 21, 2004a copy of which was filed by 
the Mohegan Tribal Gaming Authority with the SEC.13 The management 
agreement is subject to the approval of the NIGC.14  

The Cowlitz submitted a description of their management agreement to the 
BIA, which is in the Tribe’s amended fee-to-trust application.15  

The management agreement filed with the SEC, and being considered for 
approval by the NIGC, is substantially different than the management agreement 
as described in the fee-to-trust application to the BIA. 

The SEC/NIGC filing  
The management agreement between the Cowlitz and Salishan-Mohegan, 

LLC, dated September 21, 2004, filed with the SEC and submitted to the NIGC 
for approval, calls for a percentage fee based on all net revenues, not just gaming. 
That is, they take the fee off of "net revenues" as defined in 25 U.S.C. § 2703 (9); 
“gross revenues of an Indian gaming activity less amounts paid out as, or paid for, 
prizes and total operating expenses, excluding management fees.” Furthermore, 
all operating expenses, including interest expenses, are deducted in the calculation 
of net revenue.16  

Thus, according to what the Cowlitz filed with the NIGC and SEC, the 
management fees to be earned by Mr. Barnett, the Mohegan Tribal Gaming 
Authority, and the Mohegan Tribe would be based on a calculation that would 
deduct all costs and expenses, not just from gaming, but also from the hotel, retail 
complex, RV park, restaurants, entertainment center, conference center, and other 
non-gaming entities on the Cowlitz trust land. Furthermore, all interest expenses 
would be deducted. The effect of these deductions would be to reduce the amount 
of the management fee the Tribe would have to pay. 

                                                
13  SEC. Mohegan Tribal Gaming Authority Exhibit 10.31. Filing date November 1, 2004. 
14  SEC. Mohegan Tribal Gaming Authority Exhibit 99.1. November 16, 2004. Page 5. 
15 BIA. Cowlitz Indian Tribe’s Amended Fee-to-Trust Application. Exhibit 17. June 6, 2006. Page 12. 
16  Mohegan Tribal Gaming Authority. Exhibit 10.30. Filing with the S.E.C. November 1, 2004. Pages 8, 9, 
and 19. 
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The BIA fee-to-trust application 
The Cowlitz Indian Tribe amended fee-to-trust application dated June 6, 2006 

with attachments. However, attachment 17, entitled “business plan,” was not 
included. As noted at that time it was “to be submitted at a later date.”17 The 
attachment was eventually made available in March 2007 as “Appendix E.” 
However, rather than a full business plan, Appendix E has only a scattering of 
data and pages that appear to have been extracted from a larger document.  

In Appendix E of their fee-to-trust application to the BIA, the Cowlitz 
contradict the terms of their management agreement that was submitted to the 
NIGC and put into an SEC filing by the Mohegan Tribal Gaming Authority, one 
of the signatories of the contract. The Cowlitz Tribe states in Appendix E, “Phase 
1 Net Revenues (as defined by the National Indian Gaming Commission in 25 
C.F.R. § 502.16) are expected to be $22.7 million in year one, and $88.4 million 
in year seven. The Manager will receive 24 percent of Net Revenues (NIGC 
Formula) pursuant to the proposed Gaming Facility Management Contract.”18  

Thus, instead of deducting all costs and expenses from all businesses, they 
reported to the BIA that they would be paying management fees to Salishan-
Mohegan LLC, which is owned by the Mohegan Tribe, Mohegan Ventures 
Northwest, and Mr. Barnett’s firm, the Salishan Company, on the amounts 
remaining after deducting just gaming expenses.  

The management contract filed with the SEC and NIGC defines net revenue 
as approximately equaling net income after deducting all expenses for the entire 
enterprise (not just gaming) whereas net revenue, as defined in 25 C.F.R. § 502.16 
and cited in Appendix E that was submitted to the BIA, only deducts gaming-
related operating expenses.  By leaving out all costs in the definition reported to 
the BIA, the presumed management fees likely could be less. 

Mr. Barnett has made public efforts to perpetuate this saying, “he believes 
other expenses, such as interest payments, need to be subtracted to determine how 
much he and his Connecticut partners could make from the casino,” and “this isn’t 
a big moneymaker compared to some of my other projects.”19 

                                                
17 Cowlitz Indian Tribe. Amended fee-to-trust application for +/-151.87-acre parcel in Clark County, 
Washington (reorganized and supplemented). June 6, 2006. Page 19. 
18 BIA. Amended Fee-to-Trust Application Appendix E: Business plan for proposed gaming facility. March 
2007. Page 12. 
19  Mize, Jeffery. Developer could make millions. The Columbian. March 28, 2007. 
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Using Out-of-Date Assumptions 
Before the “Tribal Business Plan” in Appendix E was released, the Governor 

of Washington had negotiated liberalization of the section of the State-Tribal 
compact, so called “Appendix X,” regarding video lottery terminals (“VLTs”).20 
In the parlance of casinos, a VLT is essentially a video version of a slot machine. 
The Washington State Gambling Commission eventually approved the new 
agreement, called “Appendix X2,” on March 9, 2007.21  

The terms of the new compact, which include allowing tribes to have more 
VLTs, were not incorporated in the business plan later released by the Cowlitz. If 
they were, their casino revenue projections would be higher. 

The business plan assumes a phase-one casino would have 2,000 gaming 
devices, which was the maximum under the old compact. That compact also 
prohibited tribes from operating casinos around the clock, guaranteed an 
allocation of only 675 machines to each tribe, prohibited the Cowlitz from having 
VLTs that would be similar to those in Nevada and Oregon, prohibited VLTs that 
accept money, and limited play to five dollars a game on machines.  

Appendix X2 
Recently, after a long series of negotiations with the Spokane Indian Tribe 

that led to more liberal gaming rules, the Governor of Washington agreed to offer 
similar benefits to the other 27 tribes in Washington besides the Cowlitz. The new 
terms are described in the “Appendix X2” amendment to the State of Washington-
Tribal compact.  

Appendix X2 does not yet cover the Cowlitz Indian Tribe because they are the 
lone tribe in Washington yet to finalize compact negotiations. However, due to 
favored nations provisions in Washington compacts, at minimum the Cowlitz 
eventually could have a minimum of 3,000 VLTs and, if offered the same terms 
as three urbanized tribes, 4,000 VLTs under X2.  

The three large urban tribes (the Muckleshoot Tribe, the Tulalip Tribes, and 
the Puyallup Tribe) received better terms from the Governor under X2. Those 
tribes, in recognition of their proximities to large markets, are allowed to have 
bigger casinos than the other 24 tribes.22 Whether the Cowlitz would be allowed to 
have 3,000 or 4,000 machines depends on the outcome of their ongoing compact 
negotiations. It is reasonable to assume that the proposed Cowlitz casino would be 
treated the same as the three urban tribes because of its proximity to Portland. 

                                                
20  Shannon, B. Indian tribes betting on approval for more slots. The Olympian (Olympia, Washington). 
February 26, 2007. Page 1-A. 
21  Ammons, D. Washington regulators OK tribal casino compacts. Associated Press. March 10, 2007. 
22  A Cowlitz casino at La Center would be comparable to the proximity to a large market enjoyed by the 
other three tribes.  
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The revenue forecasts presented in Appendix E, the Cowlitz business plan, 
were made based on the old compact. With the loosening of several operating 
constraints, X2 would allow the Cowlitz casino to make more money and cater to 
more patrons than had previously been thought. Therefore, the management fees 
would also be greater than the out-of-date Cowlitz business plan suggests.  

Changes 
Among the changes the Cowlitz Indians would enjoy under the Appendix X2 

amendment are: 23 

• Be able to operate the casino around the clock rather than closing for 
four hours most nights, as was formerly mandated. 

• Have 15 percent of the gaming devices accept wagers up to $20 a 
pull. The past rule limited bets to $5. 

• Allow VLTs that accept coin and currency instead of pre-purchased 
gaming tickets. 

• Make it so people can play the machines by pressing a button just 
once instead of the delayed two-press action previously mandated by 
the State, which made playing Washington VLTs cumbersome and 
slower.  

• It allows tribes to continue with liberal smoking policies, which gives 
them a clear advantage in attracting players, as commercial gaming 
operations in Washington are prohibited from allowing smoking 
indoors. 

• Increase the total supply of VLTs in Washington from 18,225 to 
27,300 (28,275 after the Cowlitz sign the compact). This makes it 
possible for the Cowlitz to secure enough Class-III machines to fill its 
casino and to do so at a reasonable cost.  

• Allow 2,500 VLTs per casinoup from 2,000.  

• Allow the Cowlitz to have an additional 500 machines, for a total of at 
least 3,000, in a second casino that could be physically joined “by a 
common enclosure.”24  

• Unlike the previous compact amendment, X2 no longer includes a 
phase-in provision that limits the number of VLTs a tribe can have in 
their first year of operation to 475 machines.  

                                                
23  State of Washington Gambling Commission. Summary of the proposed amendment  - appendix X2 to 
Washington tribal-State gaming compacts. Media release. March 1, 2007. 
24  Washington State Gambling Commission.  Summary of the proposed Appendix X2 amendment to the 
tribal-State gaming compacts. Section 12.3.1. Page 38. 
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• The Muckleshoot Tribe, the Tulalip Tribes, and the Puyallup Tribe are 
located in the Seattle-Tacoma metropolitan area and, because of the 
high demand from casino players, the Governor and the tribes have 
agreed to allow the three tribes to have two casinos with a total of 
4,000 machines after three years, but no more than 2,500 in any one 
casino.  

• While 24 tribes that signed X2 can have as many as 3,000 machines, 
the fact that X2 specifically allows three tribes that have signed X2 to 
have up to 4,000 does not give the other 24 tribes the right to raise 
their maximum to 4,000. That is noted in 12.2.1 of the X2 
Amendment, which says “It is further agreed that the Tribe shall not 
be entitled as a matter of right to an increase in its Total Operating 
Ceiling based on the fact that the Muckleshoot Tribe, the Tulalip 
Tribes, and the Puyallup Tribe are entitled under this Appendix to 
operate up to the separate, higher Total Operating Ceiling(s) 
established specifically for them in this Appendix.”  

• Whether the Cowlitz would be the fourth urban tribe to be allowed to 
have 4,000 VLTs, should they get land in trust in La Center, or be 
limited to 3,000 VLTs that all of the other tribes that signed X2 are 
subject to is a matter for negotiations. The Cowlitz can be expected to 
argue that they should be treated the same as the other three urban 
tribes. 

Higher wager limits, more VLTs, around the clock action, one-press play, no 
phasing-in period, and the inclusion of bill acceptors make the Cowlitz casino 
machines nearly identical in the eyes of consumers to the slots they play in 
Nevada and Oregon. As a result, the Cowlitz casino would become an equal 
player with Spirit Mountain and Chinook Winds (two Oregon casinos that draw 
heavily from the Portland market). Thus, the compact changes would make a 
Cowlitz casino more competitive with those in Oregon. A Cowlitz casino in La 
Center or Vader would attract more players and more revenues than assumed in 
the Appendix E business plan figures that were based on the old compact.  

Vader Site  
The Cowlitz provided their own calculation of revenues it believes the Vader 

site would provide the Tribe and judged them to be not enough.25 Their analysis, 
however, relied on the terms of the old compact that gave Washington tribal 
casinos several significant competitive disadvantages over Oregon Indian casinos. 
The new X2 compact, brought to light a month before the Vader rejection by the 
Cowlitz, greatly enhances the viability of the Cowlitz casino in capturing business 
from the Portland gamblers that traditionally have patronized Oregon Indian 
casinos.  

                                                
25  Mise, J. Casino concerns soundly rejected. The Columbian. March 25, 2007. Page A-1. 
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In their filing to the BIA, the Cowlitz concluded that “gaming revenue 
potentials are heavily dependent on market capture from the Portland market, as 
the South Sound market is highly competitive with large casinos in closer 
proximity to major population areas.”26 With the new rules in Appendix X2, the 
Cowlitz would have a much improved capture rate from the Portland market. 

The X2 compact rules would make the machines at the Vader casino nearly 
identical to those at Spirit Mountain. It would allow the Vader casino to operate 
24-7 just like Spirit Mountain. A casino in Vader under the new X2 compact 
amendment would regain these competitive advantages. Its location, 20 minutes 
closer to Portland than Spirit Mountain and the Cowlitz casino’s larger size (Spirit 
Mountain is prohibited by compact27 from having more than 2,000 VLTs) would 
mean it would attract the more players from Portland than Spirit Mountain does.  

Effectively, Vader would be more competitive under the rules of X2, thus 
rendering the conclusions presented in Cowlitz Tribe’s Appendix N (“Vader site 
market viability & competition effects” dated February 2007), which rejects the 
Vader concept based on old accounting, invalid.   

Starting with 2,500 VLTs  
Under the old compact the Cowlitz would have been limited to 475 machines 

in the first year.28 After completing a compliance review, the casino could have as 
many as 2,000 VLTs. This was the assumption used to forecast revenues in the 
Cowlitz casino business plan.29  

The new agreement, X2, would allow the Cowlitz to start with 2,500 
machines in their casino on its first day. The question arises whether the planned 
casino would be able to accommodate the 2,500 VLTs Appendix X2 allows.  

Phase-one, as described in the Cowlitz business plan, calls for 2,000 server-
based gaming VLTs. Installing an additional 500, up to the new compact limit of 
2,500, would cost about $7.0 million (generic server slots cost about $12,000 each 
plus $2,000 in game software.)30 Given that each machine would earn much more 
than its cost to add, the Cowlitz would be foolish not to put in 2,500 units unless 
the casino itself physically lacked floor space.  

                                                
26 BIA. Amended Fee-to-Trust Application Appendix N: Vader site market viability & competition effects. 
E.D. Hovee & Company. February 2007. Page 18.  
27  BIA. Amended and restated tribal-state compact for regulation of class-III gaming between the 
Confederated Tribes of the Grand Ronde Community of Oregon and the State of Oregon. March 2006. Page 
7. 
28  Washington State Gambling Commission. Appendix X to the tribal-state of Washington class III gaming 
compact; rules governing tribal lottery systems. November 13, 1998. Page 38. Section 12.1. 
29 BIA. Amended Fee-to-Trust Application Appendix E: Business plan for proposed gaming facility. March 
2007. Page 12. 
30  Stratton, D. IGT at the forefront of server slots. Gaming Today. August 28, 2007. 
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Availability of space 
The planned casino for La Center would have 134,150 square feet (“sf”) of 

gaming space.31 To test to see if that would be sufficient for 2,500 VLTs, the 
analysis considers the experience of similarly sized casinos in Nevada where data 
on machine counts and gaming floor space are public.  

According to the State of Nevada Gaming Control Board there are four 
casinos in Nevada that have approximately the same gaming space as the Cowlitz 
would have: 130,000 to 139,999 sf. The four Nevada casinos have between 1,383 
and 3,050 slot machines, 60 to 165 gaming tables, 18 to 63 poker tables, two to 
three race and sports books, and one to four keno gaming units.  

The Cowlitz, if raised to 2,500 VLTs and holding to the phase-one plan of 100 
table games, 40 poker tables, one keno unit, and one race book, would find that 
their 2,642 game units would fit comfortably into a 134,150 sf casino. Indeed, 
using the Orleans Casino configuration of 44 sf per game as a guide because it is 
the only non-tourist casino of the four comparable casinos studied on Table 1, the 
Cowlitz Tribe’s 2,642 units would use only 115,419 sf. Therefore, the planned 
134,150 sf gaming floor would be more than ample. 

                                                
31  E.D. Hovee. Cowlitz casino project: Socioeconomic assessment (final draft). Page 56. 
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Table 1: Nevada Casinos About the Same Size as the Proposed 
Cowlitz Casino in La Center  

Casino/Game Type
Floor Area 

(sf)

Game 
Count 
(units) sf/unit

Orleans (Las Vegas)

  Pit games 11,400        60              190     
  Slots 113,440      3,050          37       
  Keno 2,450          1                2,450  
  Race & sports book 4,750          2                2,375  
  Poker 4,960          23              216     
Orleans total 137,000      3,136          44       

Harvey's  (Lake Tahoe)

  Pit games 15,528        165            94       
  Slots 114,932      2,084          55       
  Keno 1,200          4                300     
  Race & sports book 3,750          3                1,250  
  Poker 2,430          21              116     
Harvey's total 137,840      2,277          61       

Caesars Palace (Las Vegas)

  Pit games 23,775        155            153     
  Slots 95,042        1,383          69       
  Keno 1,200          2                600     
  Race & sports book 6,708          2                3,354  
  Poker 9,848          63              156     
Caesars Palace total 136,573      1,605          85       

Bally's/Paris (Las Vegas)

  Pit games 32,090        154            208     
  Slots 89,813        2,420          37       
  Keno 1,360          2                680     
  Race & sports book 12,832        2                6,416  
  Poker 3,156          18              175     
Bally's/Paris total 139,251      2,596          54        
Sources:  
Square Footage Report. Nevada Gaming Control Board.  2006. 
Nonrestricted Count Report. Nevada Gaming Control Board.  June 30, 2007. 
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In conclusion, Appendix X2 of the amended compact would let the Cowlitz 
open with 2,500 VLTs in one casino building. The planned casino gaming floor is 
large enough to accommodate more than 2,500 machines and the numbers of 
other gaming units listed on page 12 of the Tribe’s Appendix E. Given that, the 
Cowlitz would generate greater profits than shown in the business plan. The 
Cowlitz Indian Tribe would have more funds for its needs and Mr. Barnett and the 
rest of the management company owners would earn more that suggested in the 
business plan. The rules governing how VLTs would operate under X2 would 
also make a Cowlitz casino in Vader more competitive than assumed by the Tribe 
in its analysis portrayed in Appendix N.  

Understating the Management Fees 
The business plan numbers in Appendix E only provide net revenues for a 

“phase-one” scenario, which entails 2,000 VLTs, 100 pit table games, and a 
casino without a hotel. By doing so, the tribe suggests management fees to the 
BIA that understate what they would otherwise be. Under X2, with a location as 
the closest casino to Portland, and with the management of the Mohegan Tribal 
Gaming Authority, the Cowlitz would logically open with at least 2,500 machines 
and a hotel. 

In fact, in the final environmental impact statement, the Cowlitz Tribe only 
mildly suggests phasing as a possibility and cites concerns over the shortage of 
VLTs, a condition relieved by the Governor through the signing of Appendix X2 
of the compact. The Cowlitz note, “It is possible that development of the casino 
and hotel facilities would be phased to some extent.” Furthermore, “one factor, 
which could result in the initiation of a smaller, temporary facility includes the 
availability of the proposed 3,000 VLTs.”32 This is also mentioned in Appendix E 
where a footnote cites, “the number and types of games proposed are within the 
maximums allowed under the Washington State tribal gaming compacts.”33  

The availability of gaming devices (“VLTs”) under X2 will put onto the 
market 9,075 additional VLTs and eliminate the current lack of availability in the 
market that previously the Cowlitz were concerned about. Phasing, especially 
with the power and experience of the Mohegan team, with only 2,000 VLTs 
lasting the full seven years of the management contract would be impractical at 
best. 

Assuming such a phase-one level persisting for seven years appears to only 
serve the purpose of understating the earnings of the Cowlitz casino and the 
management fees that would be enjoyed by Salishan-Mohegan in the Cowlitz 
business plan submitted to the BIA. 

                                                
32 BIA, Final Environmental Impact Statement, March 2007. page 2-9. 
33 BIA, Appendix E, March 2007. page 6- 
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Gaming revenues under the X2 compact amendment 
The analysis used data on hand to forecast how much gross gaming revenues a 

Cowlitz casino would enjoy each year given the new game floor configuration 
and less restrictive rules under Appendix X2. This was done by first changing the 
configuration from 2,000 gaming devices to the newly allowed 2,500 under the 
compact, while keeping the number of other gaming units the same as portrayed 
in the EIS.34  

To forecast gross gaming revenues per unit, the analysis used the Mohegan 
Tribe’s slot and table game averages for their casinos in fiscal-year 2006, reported 
in the Mohegan Tribal Gaming Authority annual report filed with the U. S. 
Securities and Exchange Commission. The Mohegan Tribal Gaming Authority is 
the largest holder of the casino management company for the Cowlitz. Using win-
per-unit data from the Mohegan’s casinos and applying it to La Center is 
reasonable since the same management team working in a near-urban market 
would be plying their skills at both facilities.  

For race book, keno, and poker, the analysis did not have data from the 
Mohegan casinos. Nevada casino averages, which are publicly available, 
therefore, were used instead. These three sources, however, are typically a small 
portion of total casino gaming revenues. 

Estimate assuming 2,500 VLTs 
The analysis calculates that the Cowlitz casino in La Center, with 2,500 VLTs 

under Appendix X2, would generate nearly $495.7 million in gross gaming 
revenues a year, as shown in Table 2.  

                                                
34 The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. Page 12. 
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Table 2: Cowlitz Casino Gross Gaming Revenue Forecast with One 
Casino Under Appendix X2 and Applying Daily Win Rates from the 
Mohegan and Nevada Casinos 

Unit Description Units Source
$ per 

unit/day Source
Annual Gross 

Gaming Revenues
  Player terminals (slots) 2,500  (a) $400 (c) $365,000,000

  Pit games 100    (b) 3,341       (c) 121,946,500            

  Race book 1        (b) 2,500       (d) 912,500                   

  Keno 1        (b) 880          (d) 321,200                   

  Poker 40      (b) 513          (d) 7,489,800                
Total gross gaming revenue $495,670,000  
Sources: 
(a) State of Washington Gambling Commission. Summary of the proposed amendment - 
Appendix X2 to the Tribal-State gaming compacts. Media Release. March 1, 2007. 
(b) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 12. 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(d) Nevada Gaming Control Board. Gaming Revenue Report. June 30, 2007. Twelve-
month summary. Page 1. 

Estimate assuming 3,000 VLTs 
The new compact amendment signed by the Governor of Washington and 27 

tribes allows tribes, other than three urban tribes, the right to have as many as 
2,500 VLTs in one casino and a total of 3,000 VLTs in two casinos. Furthermore, 
those casinos can be next to each other and connected by a hall.  

Should the Cowlitz expand by their seventh year to have as many machines as 
possible under the terms of X2 granted for all but the three big urban casino 
operators, then the Cowlitz would have 3,000 VLTs in order to take advantage of 
their proximity to the Portland gaming market. As shown in Table 3, such a 
casino would generate about $611.4 million in annual gaming revenues. 
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Table 3: Cowlitz Casino Gross Gaming Revenue Forecast with Build-
Out to 3,000 VLTs in Two Adjoining Casinos Under Appendix X2 and 
Applying Daily Win Rates from the Mohegan and Nevada Casinos 

Unit Description Units Source
$ per 

unit/day Source
Annual Gross 

Gaming Revenues
  Player terminals (slots) 3,000  (a) $400 (c) $438,000,000
  Pit games 135    (b) 3,341       (c) 164,627,775            
  Race book 1        (b) 2,500       (d) 912,500                   
  Keno 1        (b) 880          (d) 321,200                   
  Poker 40      (b) 513          (d) 7,489,800                
Total gross gaming revenue $611,351,275  
Sources: 
(a) State of Washington Gambling Commission. Summary of the proposed amendment - 
Appendix X2 to the Tribal-State gaming compacts. Media Release. March 1, 2007. 
(b) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 6. 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(d) Nevada Gaming Control Board. Gaming Revenue Report. June 30, 2007. Twelve-
month summary. Page 1. 

Estimate assuming 4,000 VLTs 
The Governor of Washington has allowed the three urban tribes, which have 

signed compacts, to have up to 4,000 VLTs in two casinos. The casinos may be 
located on the same property, just as the two Muckleshoot casinos, in the Seattle 
suburb of Auburn, Washington, are. The Cowlitz, if successful in getting the most 
liberal terms so far offered to tribes in Washington, would be well advised to 
build to this level. 

Should the Cowlitz, being the fourth urban casino in Washington, be given the 
same consideration, they would be allowed to have 4,000 VLTs after their third 
year. If that is the case and the Cowlitz install 135 table games, as is their plan 
under full build-out, the analysis then finds that the Cowlitz casinos in La Center 
would generate $757.4 million a year in gaming revenues, as shown in Table 4.  



 

Management Fee Analysis ECONorthwest  Page 17 

Table 4: Cowlitz Casino Gross Gaming Revenue Forecast with Full 
Build-Out of Two Adjoining Casinos Under Appendix X2 and 
Applying Daily Win Rates from the Mohegan and Nevada Casinos 

Unit Description Units Source
$ per 

unit/day Source
Annual Gross 

Gaming Revenues
  Player terminals (slots) 4,000  (a) $400 (c) $584,000,000

  Pit games 135    (b) 3,341       (c) 164,627,775            

  Race book 1        (b) 2,500       (d) 912,500                   

  Keno 1        (b) 880          (d) 321,200                   

  Poker 40      (b) 513          (d) 7,489,800                
Total gross gaming revenue $757,351,275  
Sources: 
(a) State of Washington Gambling Commission. Summary of the proposed amendment - 
Appendix X2 to the Tribal-State gaming compacts. Media Release. March 1, 2007. 
(b) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 6. 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(d) Nevada Gaming Control Board. Gaming Revenue Report. June 30, 2007. Twelve-
month summary. Page 1. 

Calculation of Management Fees 
The method described in the Cowlitz and Salishan-Mohegan management 

agreement filed with the SEC was used here to estimate, for example, the 
management fees that Mr. Barnett would earn. To do so the analysis had to first 
determine non-gaming revenues. This was accomplished by applying the ratio of 
gaming to non-gaming revenues of the Mohegan Tribe’s casinos to the gross 
gaming revenue forecast for the Cowlitz casino. The presumption, again, is that 
they would be similarly managed casinos.  

Since the outcome of compact negotiations between the Governor and the 
Cowlitz is uncertain, the analysis shows how well the Cowlitz operation in La 
Center would do if it were to be limited to 3,000 VLTs in total by year seven. 
This is the minimum upper limit under X2. It then shows what would happen 
should the Cowlitz negotiate a maximum of 4,000 VLTs, as three urban tribes 
have achieved. 

Fee calculation for a 2,500 VLT casino 
In 2006, non-gaming revenues totaled 20.94 percent of gross gaming revenues 

for the Mohegan Sun casinos. Using this, the analysis estimates that the Cowlitz 
would enjoy nearly $103.8 million in non-gaming revenues from its casino 
complex, as shown in Table 5.  
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Table 5: Cowlitz Casino Total Net Revenue and Management Fee 
Forecast Under Appendix X2 with 2,500 VLTs 

2,500 slots
Annual 
Amount Percentage Basis for % Source

  Gross gaming revenue $495,670,000

  Hotel, food & beverage, retail & other 103,774,511 20.94% of gross gaming (c)

Total gross revenues $599,444,511

Less expenses:

  Promotional allowances (48,278,258) 9.74% of gross gaming (c)

  Operating costs & expenses (355,812,878) 64.56% of net revenues (f)

  Interest expense (34,370,000) 6.87% of construction debt (e)

Net revenue subject to fee $160,983,375

Total management fee $38,636,010 24.00% of net revenue (g)
Management fee to Barnett 16,613,484      43.00% of total fee (h)  
Sources: 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(e) Market yield to maturity of Mohegan Tribal Gaming Authority bonds due 2-15-13 on 
September 7, 2007 from 
https://trading.scottrade.com/trade/CorporateAgencyBonds.aspx. 
(f) Mohegan Sun casinos’ operating expenses less Connecticut slot revenue sharing as a 
percent of Mohegan Sun net revenues as reported in note 16 of the income statement of 
the Mohegan Tribal Gaming Authority. 
(g) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 18. 
(h) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 66 

Deductions were then made for promotional allowances, all operating costs 
and expenses, and interest, using parameters and data from the Mohegans, as 
described in Table 5. For example, after adjusting for the unique 25 percent slot 
revenue sharing with Connecticut35, the Mohegan casinos have operating costs 
and expenses totaling 64.56 percent of net revenues (which the Mohegans define 
as gross revenues from all sources after promotional allowances).  

The analysis estimated interest expenses for the Cowlitz by assuming they 
would borrow $500,000,000 to build their $510,260,00036 complex and pay 
interest at the going rate the Mohegans pay.  

After deducting expenses, the net remainder that would be subject to the 
management fee is just under $161 million. Mr. Barnett’s share of the 
management fee would be $16,613,484 a year. In later years, his fees would 
increase along with revenues, as discretionary incomes and population rise, and as 
interest payments fall as principal is repaid.  

                                                
35 Unlike Connecticut, Washington State does not receive a share of machine revenues from tribes. 
36 Final Environmental Impact Statement.  Cowlitz Indian Tribe trusts acquisition and casino project. Page 
4.7.1. 
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Fee calculation for 3,000 VLTs at two adjacent casinos 
Should the Cowlitz build-out by the seventh year to the maximum permitted 

under X2 for all but the three urban tribes, they would have two casinos 
connected to one another containing a total of 3,000 VLTs. Applying the same 
measures as used in Table 5, the analysis finds that the management fee to Mr. 
Barnett, as an example of how the Salishan-Mohegan contract would work, in a 
full build-out year would be about $21.3 million. 

Table 6: Cowlitz Casino Total Net Revenue and Management Fee 
Forecast Under Appendix X2 with 3,000 VLTs in the Seventh Year 
3,000 VLTs in Two Casinos

Annual 
Amount Percentage Basis for % Source

  Gross gaming revenue $611,351,275
  Hotel, food & beverage, retail & other 127,993,786 20.94% of gross gaming (c)
Total gross revenues $739,345,061

Less expenses:

  Promotional allowances (59,545,614) 9.74% of gross gaming (c)
  Operating costs & expenses (438,853,787) 64.56% of net revenues (f)
  Interest expense (34,370,000) 6.87% of construction debt (e)
Net revenue subject to fee $206,575,659
Total management fee $49,578,158 24.00% of net revenue (g)
Management fee to Barnett 21,318,608      43.00% of total fee (h)  
Sources: 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(e) Market yield to maturity of Mohegan Tribal Gaming Authority bonds due 2-15-13 on 
September 7, 2007 from 
https://trading.scottrade.com/trade/CorporateAgencyBonds.aspx. 
(f) Mohegan Sun casinos’ operating expenses less Connecticut slot revenue sharing as a 
percent of Mohegan Sun net revenues as reported in note 16 of the income statement of 
the Mohegan Tribal Gaming Authority. 
(g) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 18. 
(h) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 66 

Fee calculation for 4,000 VLTs at two adjacent casinos 
It is possible that the Cowlitz could receive the same treatment as the three 

urban tribes earned in their negotiations with the Governor and, thus, be allowed 
to have a total of 4,000 VLTs in two connected casinos in La Center. Such a 
facility would attract more visitors than a smaller complex and, in turn, generate 
more gaming and non-gaming revenues. In this case the analysis finds that the 
management fee to Mr. Barnett, as an example of how the Salishan-Mohegan 
contract would work, in a full build-out year would be about $27.3 million. 
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Table 7: Cowlitz Casino Total Net Revenue and Management Fee 
Forecast Under Appendix X2 with 4,000 VLTs in the Seventh Year 
4,000 VLTs in Two Casinos

Annual 
Amount Percentage Basis for % Source

  Gross gaming revenue $757,351,275
  Hotel, food & beverage, retail & other 158,560,652 20.94% of gross gaming (c)
Total gross revenues $915,911,927
Less expenses:

  Promotional allowances (73,766,014) 9.74% of gross gaming (c)
  Operating costs & expenses (543,658,759) 64.56% of net revenues (f)
  Interest expense (34,370,000) 6.87% of construction debt (e)
Net revenue subject to fee $264,117,154
Total management fee $63,388,117 24.00% of net revenue (g)
Management fee to Barnett 27,256,890      43.00% of total fee (h)  
Sources: 
(c) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 26. 
(e) Market yield to maturity of Mohegan Tribal Gaming Authority bonds due 2-15-13 on 
September 7, 2007 from 
https://trading.scottrade.com/trade/CorporateAgencyBonds.aspx. 
(f) Mohegan Sun casinos’ operating expenses less Connecticut slot revenue sharing as a 
percent of Mohegan Sun net revenues as reported in note 16 of the income statement of 
the Mohegan Tribal Gaming Authority. 
(g) The Cowlitz Indian Tribe. Business plan for proposed gaming facility. March 2007. 
Page 18. 
(h) Mohegan Tribal Gaming Authority. 2006 Annual Report. Page 66 

Degree of Understatement of Management Fees 
Annual management fees that a Salishan-Mohegan participant would earn can 

be calculated using the net gaming phase-one figures taken from the Cowlitz 
business plan and reported in Appendix E.  

By way of example, year one, the “NIGC Formula,” noted in the business 
plan, yields a $2.3 million fee to Mr. Barnett in the first year and almost $8.1 
million in the seventh. However, using the data from the Mohegan Tribal Gaming 
Authority, the terms of Appendix X2 that would apply to the Cowlitz, and other 
industry norms, the analysis estimates that Mr. Barnett would earn $16.6 million 
in the first year and $21.3 to $27.3 million a year by the seventh year depending 
on whether the Cowlitz agree to a 3,000 or 4,000-VLT limitation in their compact. 
The results are shown in Table 8. 
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Table 8: Annual Management Fees Earned by Barnett Based on Net 
Revenues from the Cowlitz Business Plan and from the Analysis 
Using the Terms of Appendix X2, Years One and Seven  

Year

Appendix E 
Tribal Business 

Plan

X2  Compact 
3,000 VLTs in 

Year 7*

X2  Compact 
4,000 VLTs in 

Year 7*
Year 1 $2,342,640 16,613,484        16,613,484        
Year 7 9,122,880          21,318,608        27,256,890        

Barnett's Share based on 

 
* Note: Assume under X2 that they start with one casino with 2,500 VLTs. 
Source Cowlitz business plan (Appendix E) and ECONorthwest calculations. 

Comparing the fees Mr. Barnett would enjoy under what the Cowlitz 
submitted to the BIA to what this analysis calculates using industry averages and 
the terms of the current X2 compact rules shows substantial differences. Mr. 
Barnett would earn $14.3 million more in the first year and between $12.2 and 
$18.1 million more in the seventh year than was suggested by the revenue 
estimates presented to the BIA by the Cowlitz in their business plan. The same 
proportionately significantly increased revenues apply to the other Salishan-
Mohegan participants.  

In addition to management fees, Mr. Barnett also would be entitled to 1.29 
percent of “total project costs” incurred by the Cowlitz Indian Tribe through the 
completion of construction of the Cowlitz casino project.37 That is 43 percent of 
the three percent development fee. With total project costs of $510,260,000, the 
development fees earned by Mr. Barnett even before the first customer comes 
through the door would be $6,582,354.38 

Once land is put into trust and financing for the development of the casino is 
secured, the Cowlitz Indian Tribe would have to reimburse Salishan-Mohegan, 
which Mr. Barnett owns 43 percent of, for debts Salishan-Mohegan incurred in 
acquiring the lands. As of September 30, 2006, receivables from the Cowlitz 
Indian Tribe totaled $13.4 million.39 Mr. Barnett’s share of the $13.4 million in 
receivables as of September 30, 2006 was $5,762,000. His share is rising. The 
value of these notes receivable bear interest at the Wall Street Journal Prime Rate 
plus 2%, compounded annually, which the Cowlitz must reimburse. 

                                                
37  Mohegan Tribal Gaming Authority. Exhibit 10.31: Development Agreement between the Cowlitz Indian 
Tribe and Salishan-Mohegan, LLC. SEC filing dated November 1, 2004. Section 5.4. 
38 Mize, J. Casino developer could make millions. The Columbian. March 28, 2007. Page A-1 
39 Mohegan Tribal Gaming Authority. 10-K report to the U.S. Securities and Exchange Commission. 
September 30, 2006. Note 15. 


