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Speech to the Senate Taxation committee
Outline of my goals to cover
By Dan Meyer

Mr. Chairman and Members of the Committee, I have come to you today to give you
some additional options and items to take into consideration on the proposed increase
on slot route taxes and if time permit my concepts on government consolidation.

The governor has proposed a 33% increase on all restricted accounts. No
matter on size or ability to pay. I strongly believe that any flat, across the
board tax proposal, without consideration of the market place and the size of
operation is regressive to say the least. The ability to compete in the slot route
business is as different as night and day.

The number of slot route operations in Nevada has been stagnating for twenty
years, yet the few largest companies have grown into operations of 8,000 to
10,000 machines. This has been achieved mainly due to their complete control
over the marketplace. Their control over supply and demand, and inherent
control over the competition, by product manipulation, and price control has
reduced any competitive nature in this business.

The advantage that these Companies display over the rest of the operators is
shown in the ability to remove competition in the bidding for new accourts by
offering many of the larger accounts a 90/10 percentage split of the win
generated by these games. The remainder of the industry has a much different
cost structure and thus have a much higher cost of operation, these smaller
operations cannot compete in such a environment. Yet the value of these
smaller route operations cannot be underestimated. These operations supply
small business with added revenue, which give small business the ability to be
competitive in the Nevada market place. These smaller operators require
consideration, these lower volume accounts survive on lower profit and
business volumes. These small businesses whether it is a small slot route or
the businesses, work harder for less.

The few largest slot operations control manufacturing, distribution and thus
have a monopolistic control over route operation within Nevada. Recently
these companies have notified the rest of the slot route operators that product
only a few year old will no longer be supported. Support will only be provided
to their casino clients, leaving the rest of us to fend for ourselves.

These Larger manufacturing, distribution and route operation have helped
push the Indian gaming movement and helped weaken Nevada’s
competitiveness in the marketplace. Therefore I would agree that these
companies need to pony up, and feel that their operations should be ruled and
taxed as a casino. Yet to do the same to the remainder of the operations would
further inhibit Small route operations the ability to operate and provide the
needed revenue to the small businesses within this state.

I propose a three tiered system that is based on the number of equipment in
operation during any quarter in a fiscal year. The top level being at 1250
games in operation, and above. The middle level would be the few operations
that operate between 1249 and 750 machines in operation, with the bottom
fevel being the operations that operate 749 machines and bellow. I have
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enclosed my outline of a system that I feel would balance a company’s ability
to pay while reducing the cost of regulatory compliance and oversight of
operations. This would elevate the top route operations into a existing class,
that of casino. This would bring higher monthly revenues to the state while
leveling the competitive nature of the industry. This would also allow gaming
control officials to increase regulatory supervision on the basis of ability to
pay, and comply. This would help hold down cost to the state while increasing
state revenue.

. The reason I have smaller incremental tax increases on the next two levels is

that these slot operations are at a stark disadvantage in the cost of operation
and ability to bid on the higher quality accounts. Another important
consideration is the benefit this revenue gives both the state coffers as well as
the profitability of many Nevada small businesses. These businesses need the
product support and access to this revenue.
. Times have changed yet our regulations in many instances are outdated and
ineffective. The Genie has let the bottle, to reecvaluate the policy and
regulation that we have developed over time is called for. Yet as common
practice it has given way to increased regulations, and a corresponding lack of
competitiveness. Currently we still have a 5 day waiting period to purchase
antique slot machines while the consumer can buy these same machines just
across the border in California

Mr. Guinn has not touched on the accumulative effect these taxes will bring.

The current slowdown of the economy and the added cost brought on by

previous state and local increases in taxation and Fees have already taken its

toll. Many of these future tax proposals have an accumulative effect that has a

greater impact on the average Nevadan and will effect the smaller and

midsized capitalized business more adversely than large cap businesses.

1. Small cap businesses have weaker volumes of business activity, inventory
buying power, and a lack of a destination quality to them. Any increase in
cost will have to be either passed on the customer or if competition
increases these cost will have to be eaten by the business owner.

2. 1 resent the talk that business does not pay its fair share; in fact these
businesses are the ones not placing the demand on the system. Large
Corporation having billing and accounts receivable departments outside
Nevada, and will avoid paying a gross receipts tax. With the use of
technology, EFT transactions and other modes of accounting methods,
large cap businesses will continue to place the demand on the system
while avoiding the true cost.

In conclusion I would like you all to remember that the Casino industry itself
does not operate under a gross receipts tax. I have enclosed both the yearly
and monthly tax burden casinos pay. Both current systems of taxation, benefit
the casinos by decreasing the tax burden on a per machine basis while during
low volume months decrease the percentage tax rather than the 6.25%
currently reported in the press. The gross win that the monthly tax rate is
based, allows the casino industry to write off 80 to 85% of the gross revenue.
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Hopper fills, jackpots and advertising through shilling its customers is taken
off the gross figures. I suspect that with increased competition and the high
debt loads the casino industry has placed on itself, that fewer and fewer
casinos will find profitability. They themselves have been packing their own
bags to leave the state, by going into contractual agreements to operate many
of these new Indian casinos. What Mr. Guinn has proposed will further stress
our economy by weakening the only part of this state that is growing. 1 agree
with assemblyman Beers, that Nevada’s current growth has sustained this
state. It is the 1 billion in new spending that has brought us here. As a Father
and businessman I know the value in saying no. I believe the state would
benefit from a self-evaluation and restructuring. Nevada is in a position to
benefit from baving weak Californian political leadership, which refuses to
make the necessary cuts. We will continue to grow and diversify if we avoid
the traps increased taxes would bring. Remember this is Nevada, we are still a
small state, and have made historic breaks with the political and economic
norm. If T was playing poker with Mr. Guinn I would call his hand.

Respectfully,
Daniel Meyer
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