APPENDIX to the26672013Compact Amendments

WHEREAS, “Fril¥he Navajo Nation (“Natidl), a federally recognized
Indian tribe, operates a Gaming Enterprise onaitsl llocated within the exterior boundaries of
theTFribe’sNation’sreservation;

WHEREAS, theFribe-Nation conductsSaminggamingactivities pursuant to a compact entered
into between theFribe-Nation and the State of New Mexico (“State”) and approbsdthe
United States Department of Interior (“Compact”);

WHEREAS, the Navajo GamingSemmissia-Regulatory Offices the
Tribal Gaming Agency (“TGA”") identified to the SeatGaming Representative (“SGR”) as the
agency responsible for actions of thebe-Nation set out in the Compact and is the single
contact with the State and may be relied upon eis by the State;

WHEREAS, the SGR is the person designated by the Niexico Gaming Control Board
(“NMGCB”) pursuant to the Gaming Control Act [60-2Eto 60-2E-60 NMSA 1978] who shall
be responsible for the actions of the State seinailte Compact;

WHEREAS, the Fribes-Nation and the State have engaged in negotiations leatbng
amendments to the 2001 Compact to be submittegpjmmoval by the8672013legislature.

WHEREAS, theparties-Nation and the Statevish to submit for approval certain details
concerning certain aspects of their agreement tonbhde an integral part of tH&072013
Compact, but to be designated as the Appendixet&@timpact;

NOW, THEREFORE, the State and tHeibe-Nation agree to the following terms and
conditions:

I Gaming Machines, Table Games, and Lottery

1.Section 2(F(K) and Sectior2{R2(BB) of the Compact provide definitions fgaming
machines—and-table—gan@aming Machines and Table Game3he definition of agaming
machineGaming Machinas intended to encompass the traditional slot nmechiThe definition
of atable-gamelable Gamas intended to encompass traditional games thatas#s such as
poker, Pai-gow and blackjack, wheel games suclastte andheBigthe BigWheel, and dice
games such as craps.

However, technology is constantly changing in theasof casino gaming and the once
clear line between slot machines aadle-gamedable Gamess becoming less clear. It is the
intention of the parties to accommodate and claefyenue sharing requirements of new games
that blur the line between traditional games. @ahg games that are predominantly
mechanical, electromechanical or electronic argestilto revenue sharing and games that rely
significantly on a casino attendant (a live perstm)play the game are not subject to that
obligation. Casino attendant involvement rangesifminimal interaction such as initiating the
game and taking bets and/or making payout to saotiskanteraction such as participating in the



game as a player (e.g. blackjack) or being involwreaearly every aspect of the game (e.g.
craps). The greater the involvement of the caaitendant, the more likely the game is a table
game. For example, a casino attendant may havee sommimal involvement in an
electromechanical slot machine game, such as makipgy-out, but that is not a significant
enough involvemente—o_exclude it from revenue sharing obligationsSimiariyLikewise,
although roulette has a mechanical aspect, it tssignificant enough to make it subject to
revenue sharing obligations.

Just as technolo is chanqging the face of cadiyle-©iaming, technolo is also

advancing to facilitate the operation of a statgely. It is the intention of the parties to

accommodate and clarify revenue sharing obligationéight of the ever-changing gaming

industry. The definition of Gaming Machine is notended to limit the use of technology or

devices operated by a state lottery. On the dihed, it is not the intent of the parties that the
lottery operate devices that look and play likelitianal slot machines such as those Class Il
Gaming Machines that are currently prevalent ipalrcasinos.

Recognizing the dynamic nature of gaming technagltigy parties shall attempt to agree
on whether new mechanical, electromechanical octreleic games that utilize traditional
components of table games, e.g. cards, wheelscer dre subject to revenue sharing on a case

by case basisLikewise, the parties will attempt to agree on vileeta product developed by the

lottery infringes upon the Nation’s exclusivity Wwitegard to Gaming Machinen the event the
parties are unable to agree, the matter shall benisted to arbitration pursuant teection

+Section 7.

1. Audits and Compliance
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3— Section 4(E)(2) provides that the TGA will certify annually the SGR that the TGA has
met its obligations under thismpactACompact

1.

The TGA shall annually certify to the SGR that theébe-Nation is in compliance
with the provisions of the Compact by completingd aubmitting a Compliance
ReportB.

The Compliance Report is a checklist of the applieasections of the Compact
outlined in form A provided at the end of this Appéx. The Compliance Report
shall serve as an annual attestation to certifyttieaFribeNation TGA andthe Tribal
Gaming Enterprise have met the obligations undeCtbmpactC.

The TGA shall complete and submit to the SGR itsn@liance Report within thirty
(30) days of the end of theribe’sNation'sfiscal year.

The TGA shall rely upon its records in preparing@ tGompliance Report. As
evidence that the elements or requirements of thragact have been met, the TGA
shall conduct a comprehensive review of their ganoperations, which may include
sample testing. The TGA shall determine the sarsigketo be used and will provide
the methodology of the chosen sample size to the.SThe TGA shall maintain all
records relied upon in preparing the CompliancedRepThe records shall be made
available for review by the SGR or agent as requakst

E-The TGA shall attach a written explanation of tberse of action taken to remedy
or explain any portions of the audit checklist tlaaé listed as non-compliant or
partially compliant. /-The SGR reserves the right to review the auditoon@iance
review and request additional documentation if ssagy.

G--The SGR reserves the righitinspectionto inspect and verifpursuant tesection
Sectiond(E)(3) of the20672013Compact-4.
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Section 4E)(3) of the Compact provides authorization far 8GR to inspect a Gaming Facility,
Class lll Gaminggamingactivity, individual gaming machines and all recorélating to Class
[l Gaming of theFribeNation The parties agree that the protocol for inspectf gaming
machinedGaming Machineshall include the following:

A—The SGR shall have access to inspect individgahing—machinegsGaming
Machinesupon the terms and conditions set forth in Sedfi¢g)-(E)(3) of the2007

2013Compacts.
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The SGR recognizes that the Tribagdming—enterpris€cGaming Enterprisds a
business and will take reasonable steps to naféneewith the normal conduct die

gaming business.
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The SGR recognizes that the TGA has primary respitis to administer and
enforce the regulatory requirements of thenpactCompactand does so through
internal controls, direct control of the gaming naednd the security and access of

the gaming media in gaming-machin®@Gaming Machine

>

The TGA shall be present at any inspection, upafnigabeen given notice as set out

in sectien—4—(E){3)Section 4(E)(3d), and testing of the gaming media shall be
conducted by the TGA representative and verifiethieySGR.

o

E-The SGR'’s inspection of individuglaming-machireS&Saming Machineshall be
limited to purposes authorized Byethis Compact.

| Participation Fees and Progressive Games

Pro-rata Portion of Wide Area Progressive Systertidiaation Fees

Similar to the proprietary (in-house) progressi ing devices, the top jackpots for

wide-area progressive gaming devices increment tvgHevel of play. However, in the case of

wide-area progressive gaming devices, a third or operates the system. The system
spans multiple casinos. The top jackpots increrasrgach of the gaming devices in the system
is played, regardless of the casino in which thmige device is located. The third-party vendor

leases the gaming devices that participate in B to the casinos and administers the
system. In return, the casinos make periodic paysn® the third-party vendor. The vendor

payments provide for the progressive jackpot, vermderhead, and vendor profit. The casinos
collect the bills and coins from these gaming dewias drop. When a progressive jackpot is
won, the third-party vendor pays the jackpot framds collected from the casinos.

The portion of the payments to the third-party d@nthat is accumulated to fund

progressive jackpots can be viewed as gaming Idesésormally reduce the Net Win. In order
for a portion of the participation fee that is ptadbe claimed as a deduction in the calculation of
Net Win, the third-party vendor would need to imiothe gaming operation in writing as to the
specific amount of the participation fee paymehts tvere paid out as progressive jackpots. In
no event can the entire payment to the wide-arearess system vendor be deducted.




B.

Participation Fees

Broadly, participation fees are any contractualnpants made by casinos that are set at a
minimum or maximum amount per day or are tied ®tthtal coin-in, drop revenues generated
by the gaming devices being operated, or othen@iizh measures related to the operation of the
gaming devices. An example of participation feethe periodic payments casinos make to the
third-party vendor of the wide-area progressiveesysdiscussed above. Participation fees can
also be royalty payments, lease payments, or pagi@nother contractual arrangements.

The participation fee is an expense and is noucidgle for the purposes of revenue
sharing and should be treated accordingly.

IV.  Adjusted Net Win Calculation

For purposes of calculating Adjusted Net Win pea ursuant to Section 11 (C),
assume that Net Win (prior to any adjustments) dsiaé to $10,000,000, which amount
represents the combined Net Win from the direcy piaall Class Ill Gaming Machines at all
Gaming Facilities on Nation's Indian Lands. Furthgsume that the face value of all Quarterly
Free Play and Point Play for the guarter equal® $80 and the Quarterly Payout Percentage is
90% (.90).

Step One: Multiply $300,000 (the face value of all Quarterly Free Play anchPBiay) x 90
uarterly Payout Percentage) 279,000.

Step Two: Multiply $270,000 x .35 (or 35%) for a total 0f$94,500.

Step Three:  Add $94,500 to the Net Win amount 10,000,000 for a total 0f$10,094,500.

Step Four:  From $10,094,500 subtract $30,450 (which amount represents the quarterly

amount of the Regulatory Reimbursement Paymentlafi 800 for one Gaming
Facility) for a total 0f$10,064,050.

Step Five: From $10,064,050 subtract $3,750 (which amount represents the quarterly
amount of the Tribal Requlatory Costs of $375,0fif)a total of$9,970,300

which amount represents the Adjusted Net Win.

Under this scenaridddjusted Net Win is equal to $9,970,300.



